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Dear Ms Morice, 
 
 
Pivotel Group Pty Limited - Submission in Response to the ACCC’s Public 
Inquiry into the Declared Domestic Mobile Terminating Access Service 
 
Pivotel Group Pty Limited (‘Pivotel’) is pleased to make this submission in response to 
the ACCC’s public inquiry into the declared domestic Mobile Terminating Access 
Service (MTAS). 
 
Pivotel as a small MNO acquires voice and SMS MTAS from the big three MNOs.  
However, this submission will mostly focus on Pivotel’s experience with acquiring 
declared SMS termination services under the domestic MTAS, and more particularly 
placing that experience in context with Pivotel’s participation in the A2P market. 
 
ACCC’s 2014 Decision to Extend MTAS to SMS Termination 
 
In its 2014 decision, the ACCC decided to declare SMS termination services as it 
considered “that declaration of SMS termination services, including application-to-
person (A2P) SMS, was in the LTIE”. 
 
The ACCC made its decision after concluding “wholesale SMS termination markets 
were not competitive, with each MNO having a monopoly over the provision of SMS 
termination services on their network, and no effective substitutes available”.  It also 
found that “there were imbalances in SMS traffic between networks, and that high 
termination rates were impacting competition in the retail market”.  The ACCC found 
that “on-net/off-net price differences at a retail level . . . would disadvantage smaller 
MNOs, or potential new entrants, as their customers need to make more off-net calls 
when compared to customers on a larger network”. 
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Specifically, the ACCC wanted to “lower retail prices and [improve] retail offers for 
lower spend consumers”, and “promote competition in the wholesale market for A2P 
SMS services”. 
 
The ACCC is to be congratulated for its decision in 2014, as there is no doubt that 
the extension of the MTAS declaration to SMS termination services has met the 
ACCC’s stated objectives. 
 
Retail pricing offers have reduced considerably, particularly for low spend consumers, 
for example with one mobile virtual network operator (MVNO) now offering unlimited 
talk and text for just $9.80 per month1.  Reductions in price to SMS aggregators and 
A2P service providers has led to strong growth across the A2P market, with lower 
prices for end users of A2P services, and innovative new use cases developing for 
A2P SMS. 
 
It should be noted that these significant achievements in the downstream retail and 
wholesale A2P markets for SMS termination services remain fragile, and are likely to 
be transient if the declaration of SMS termination services as part of the MTAS 
service description is not maintained by the ACCC. 
 
If MNOs are allowed to re-monopolise access to customers on their networks, then 
competition in the wholesale market for SMS termination services will be reduced 
significantly, and this will affect competition and pricing outcomes in the downstream 
retail and wholesale A2P markets. 
 
In this submission, Pivotel will show that the ACCC, after successfully achieving its 
stated objectives by declaring MTAS for SMS termination services in 2014, should not 
in its 2019 decision decide to reverse its position, and deregulate SMS termination 
services as that would not be in the LTIE. 
 
Pivotel is a MNO acquiring MTAS 
 
Pivotel owns and operates a public mobile telecommunications network (PMTN) and 
provides public mobile telecommunications services (PMTS) as that term is defined in 
section 32 of the Telecommunications Act 1997 (Cth). 
 
Pivotel holds a carrier licence and provides digital mobile telephony services using 
digital mobile numbers allocated by the ACMA under the Telecommunications 
Numbering Plan 2015 (Cth). 
 

                                                 
1 Hive Mobile www.hivemobile.com.au 
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On page 8 of the discussion paper the ACCC states that “the Australian mobiles 
market consists of three well-established mobile network operators”.  Whilst Pivotel 
does not disagree with this statement, it does not completely describe the Australian 
mobiles market. 
 
Pivotel is a small mobile network operator (MNO) that is operating as a niche player 
in the mobiles market, and TPG has started to construct its metro mobile network, 
and has announced plans to launch mobile services, at least until its more recent 
announcement about a proposed merger with Vodafone. 
 
Consequently, Pivotel is a small MNO and must acquire MTAS from the three large 
MNOs, being Telstra, Optus and Vodafone. 
 
The ACCC goes on to state that “what has been reflected in previous declaration 
decisions, is that there are incentives for MNOs to deny interconnection, or to set 
unreasonable terms for providing interconnection, particularly to smaller networks or 
providers with less bargaining power”. 
 
As a small MNO with little bargaining power, Pivotel has had direct experience with 
all three MNOs attempting to set “unreasonable terms for providing interconnection” 
or in some cases threatening to deny or withdraw network interconnection all 
together. 
 
In Pivotel’s confidential appendix to this submission, we set out details of the 
difficulties we have had with each of the three large MNOs in accessing 
interconnection on reasonable terms, even despite the ACCC’s declaration of MTAS 
for voice and SMS services. 
 
As an industry participant acquiring MTAS, it is vitally important that Pivotel’s position 
in the market as a small MNO with little bargaining power, is given due consideration 
in the ACCC’s deliberations with respect to the ongoing declaration of MTAS for both 
voice and SMS services. 
 
Pivotel Cannot Rely on Commercial Agreements 
 
There is a material difference in size and scale between Pivotel’s operations as a 
small MNO, and the operations of the big three MNOs.  By definition, any new, niche 
or alternative MNOs will not have similar scale and bargaining power to that of the 
big three MNOs.  In the absence of regulation around MTAS for both voice and SMS 
services, Pivotel cannot rely on reaching balanced commercial agreements with the 
big three MNOs with respect to network access. 
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In its confidential appendix to this submission, Pivotel provides real examples of how 
each of the three big MNOs have attempted to use commercial agreements to 
circumvent their regulatory obligation to provide MTAS to Pivotel in accordance with 
the MTAS service description. 
 
Pivotel has had to fight hard to establish its right to acquire MTAS from the big 
MNOs, and in two cases succeeding only after legal action brought on by Pivotel was 
about to commence.  This has been particularly the case with respect to the 
extension of MTAS to include SMS termination services. 
 
The reality is that the MNOs have been able to inflict considerable commercial harm 
on Pivotel’s business operations by their initial refusal to provide MTAS in accordance 
with the MTAS service description, and this tactic causing consequential delay in 
agreeing and implementing price and non-price terms for MTAS. 
 
The large MNOs are fully aware of the material asymmetry in resources they can 
bring bear in any commercial dispute, compared to the limited resources Pivotel can 
bring to bear.  They are also fully aware that any delay in negotiating commercial 
terms materially harms Pivotel, but has little impact on their own business. 
 
Pivotel’s Participation in the A2P Market 
 
In respect of the extension of MTAS to SMS termination services, the big three MNOs 
have been particularly reluctant to acknowledge Pivotel’s legitimate right to 
participate in the application-to-person (A2P) market as a MNO. 
 
One MNO described MTAS as “only being for the large MNOs”, and that Pivotel “had 
no right to acquire MTAS”.  Another described Pivotel’s position in the market as 
“illegitimate” as we were “not a MNO with a large consumer base”, and another 
described us as a “historical anomaly” and that it was “never intended that Pivotel 
could acquire MTAS for SMS”.  These comments were all made despite Pivotel 
acquiring MTAS for voice services from each of those big three MNOs prior to the 
ACCC’s 2014 decision extending MTAS to SMS termination services. 
 
These remarks by the three MNOs were made in the context of Pivotel’s entry into 
the A2P wholesale market, of which we are now a significant player due to our large 
investment in network platforms and innovative services. 
 
Pivotel could not participate in the A2P market prior to the ACCC’s 2014 decision to 
extend MTAS to SMS termination services, as the rates set by the big three MNOs for 
SMS termination services were extremely high and varied materially by MNO.  As an 
unregulated service, a large MNO could also insist on non-price terms that 
commercially restricted Pivotel’s ability to enter into the A2P market. 
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As a consequence, prior to the ACCC’s 2014 decision, each MNO tightly controlled 
A2P SMS termination access to its own customer base.  Each MNO accepted 
connections from a limited number of large SMS platform providers (like 
MessageMedia) that service end user commercial customers, and SMS aggregators 
(like CLX) who serve both end user commercial customers, and smaller SMS platform 
providers. 
 
When Pivotel entered into the A2P market after 1st January 2016, when the Final 
Access Decision pricing for SMS termination came into effect, there were three large 
SMS aggregators operating in the Australian market, Mblox, Dialogue and CLX.  CLX 
subsequently acquired both Mblox and Dialogue, and remains the sole large SMS 
aggregator operating in the Australian market. 
 
CLX’s stated position to Pivotel has always been that it controls access to the three 
large MNOs from smaller participants in the A2P market, and that if CLX were to 
have a limited relationship with Pivotel it could only be on the basis that CLX would 
tightly control A2P market access to Pivotel’s SMS termination services. 
 
The stark choice presented to Pivotel by CLX was that Pivotel must either exclusively 
work with CLX, or CLX would not use Pivotel’s SMS termination services at all.  As a 
high volume SMS aggregator, with a substantial degree of market control over SMS 
routing decisions, CLX at the time believed that the threat of sending no traffic at all 
to Pivotel would force an outcome in their favour. 
 
Like the big three MNOs, CLX has a vested interest in returning to a deregulated SMS 
termination market.  That would be a market where the MNOs limit access to their 
networks to a few large A2P market participants, and CLX as a volume player would 
have some degree of control over access to the MNOs SMS termination services (at 
least at an aggregated level from smaller A2P market participants).  This is a market 
structure has been proven over time to limit both competition and innovation in the 
A2P SMS market. 
 
In our confidential submission, we set out our current understanding of the A2P 
market in Australia, and show how it has developed following Pivotel’s entry into the 
A2P market.  We demonstrate how the A2P market has flourished and grown since 
Pivotel’s competitive entry into this market. 
 
In that respect, we establish that at least in terms of the A2P mobiles market, it is no 
longer “dominated by the three MNOs: Telstra, Optus and Vodafone”, Pivotel has 
grown to be a substantial market participant in A2P messaging.  We have achieved 
this position despite being a small MNO with limited resources in a market dominated 
by three large MNOs and a dominant SMS aggregator. 
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Our success in the A2P SMS market has been due to the ACCC’s 2014 decision to 
regulate SMS termination services, but also our own hard work and significant 
investments in network capabilities and innovative service offerings. 
 
What is abundantly clear is that if the ACCC decided to remove SMS termination 
services from the MTAS service description, each of the MNOs would act quickly to 
re-establish their tight control and dominance over A2P SMS access to its own 
customer base. 
 
We have no doubt that if SMS termination services were deregulated, the new high 
price set for SMS termination services provided by the MNOs to Pivotel would have 
the immediate effect of commercially prohibiting Pivotel from further participating in 
the A2P SMS market.  The MNOs are also likely to insist on commercial terms for 
network access that would restrict the type of SMS that Pivotel could terminate to 
their customers, for example insisting on contractual terms for network access that 
would prohibit Pivotel sending A2P SMS to that MNO’s customers. 
 
This negotiation over network access would be backed up with the threat to cease 
acquiring termination services from Pivotel unless Pivotel agreed to the new 
commercial terms presented by the large MNO on a take it or leave it basis. 
 
In previous commercial disputes over network access, each of the MNOs has at 
various times threatened to cease acquiring any termination services from Pivotel 
(effectively blocking our network), stating that they have no regulatory obligation to 
do so.  This threat is magnified by the vertically integrated carriers who threaten to 
cease acquiring access from Pivotel from both their fixed and mobile networks. 
 
The big three MNOs are well aware that the impact on Pivotel would be devasting if 
just one major carrier blocked Pivotel’s network, but that the impact to their own 
business operations would not be significant, even if customers who needed to call 
or send SMS to Pivotel’s customers migrated to another network. 
 
By this mechanism, if the ACCC decided to remove SMS from the MTAS service 
description, Pivotel has no doubt that the big three MNOs would immediately 
reassert tight control and dominance over the A2P market with respect to their 
controlled customer bases.  We submit that this would not be in the LTIE. 
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Promotion of Competition 
 
In its 2014 decision, the ACCC “concluded that declaring an SMS termination service, 
coupled with pricing regulation, would promote competition in the wholesale market 
for A2P services, and that this would promote greater pricing competition in the 
downstream A2P SMS services markets”. 
 
When Pivotel first entered the A2P market after the Final Access Decision pricing 
came into effect from 1st January 2016, there was an immediate and sharp reduction 
in the price MNOs charged the large SMS platform providers and SMS aggregators 
for SMS termination services.  Without the entry of a new MNO into the tightly 
controlled A2P SMS termination market, it is unlikely that any of the big three MNOs 
themselves would have cut their margins, or changed their business models to 
significantly increase their market share of off-net SMS termination services to 
compete with another large MNO. 
 
It was a cosy market, with a few global SMS aggregators facilitating access to 
multiple MNOs for small market participants, and with the MNOs themselves mostly 
servicing their own end users and not off-net end users on another MNO’s network. 
 
Thus it was increased competition from Pivotel as a new MNO access seeker 
operating in the wholesale A2P market that achieved the outcome desired by the 
ACCC.  Whilst Pivotel’s market entry was obviously facilitated by the ACCC declaring 
SMS termination services and regulating pricing, it was Pivotel’s decision to enter the 
A2P market and compete for off-net market share that altered the A2P market 
dynamics, leading to reduced pricing at the wholesale A2P services level. 
 
Pivotel’s willingness to connect to smaller platform providers and to offshore A2P 
platform and service providers with end users in Australia, has meant that 
competition at a retail level has intensified, and the retail A2P market has grown 
strongly.  Over time, Pivotel’s market entry has proven to be an important counter 
balance to CLX’s domination of the SMS aggregation business in Australia through its 
acquisition of its two major SMS aggregation competitors, Mblox and Dialogue. 
 
Price reductions at the wholesale A2P level have been passed on down the chain at 
the retail level for A2P services.  This has had two effects, firstly we understand that 
with lower wholesale A2P pricing, margins for the platform providers both large and 
small have increased, and there has been a reduction in price for retail users of A2P 
messaging services.  Increased margins for the SMS platform providers has been 
very important to enable them to invest in new systems and services, and for them 
to compete for new business opportunities.  Lower pricing for A2P messaging at a 
retail level has led to greater adoption of A2P SMS services and healthy market 
growth in this sector. 
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The ACCC’s 2014 decision, coupled with increased competition by Pivotel’s entry into 
the A2P market has met the ACCC’s stated goal of increased competition in 
wholesale A2P and downstream retail A2P markets.  Our ability to continue to 
compete in the A2P market is reliant on the ACCC continuing to declare SMS 
termination services as part of the MTAS, and regulating its price. 
 
Without continuing this regulatory setting, we have no doubt that the big three 
MNOs will act quickly to prevent Pivotel’s ability to continue to serve the A2P market, 
and competition outcomes will be negatively affected.  We submit this would not be 
in the LTIE. 
 
Achievement of Any-to-Any Connectivity 
 
Prior to the ACCC’s 2014 decision, Pivotel’s rates for termination on the big three 
MNOs were very high, and varied materially between the big three MNOs preventing 
Pivotel as a small MNO from launching innovative services or entering into markets 
with a substantial off-net SMS termination component. 
 
One vertically integrated MNO, who chose to set a much lower rate for SMS 
termination services, through interconnect contract terms explicitly prohibited Pivotel 
from terminating “commercial SMS” on their network.  It should be noted that there 
was no term in the contract preventing them from terminating “commercial SMS” on 
Pivotel’s network. 
 
This unbalanced contract term was backed up with a right not only to suspend or 
permanently stop providing SMS termination services to Pivotel, but also a right to 
cease acquiring any termination services from Pivotel at all, thus effectively blocking 
our network.  As PSTN terminating access and voice MTAS were declared services, 
the vertically integrated MNO could not withdraw access to those services. 
 
With the declaration of SMS terminating services as part of the ACCC’s 2014 MTAS 
decision, and the regulation of pricing which came into effect on 1st January 2016, 
Pivotel could for the first time rely on reasonable terms for network access, at least 
for the acquisition of that network access from one of the big three MNOs.  We still 
remain vulnerable to a MNO refusing to acquire terminating access services from 
Pivotel as the ACCC has not regulated the acquisition of terminating access services, 
only the provision terminating access services. 
 
Even with the MTAS service description, Pivotel has had to fight hard for any-to-any 
connectivity with two of the big three MNOs refusing to provide a non-discriminatory 
SMS terminations service to Pivotel until court action was imminent. 
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This shows that even with a declared service, a small MNO with little bargaining 
power is at a significant disadvantage.  To remove SMS termination from the MTAS 
service description and deregulate SMS termination services would almost certainly 
ensure that the achievement of any-to-any connectivity would be impossible for any 
small MNO with little bargaining power.  Thus we submit, it would not be in the LTIE. 
 
Economically efficient use of, and economically efficient investment in, 
infrastructure 
 
Pivotel agrees with the ACCC’s conclusion that “declaration of SMS termination 
services [is] likely to encourage the economically efficient use of, and economically 
efficient investment in infrastructure”. 
 
In Pivotel’s case we have achieved productive efficiency in developing a purpose built 
in-house SMS platform for servicing the A2P SMS market.  The platform is optimised 
for high throughput, and high quality A2P SMS messaging.  We have received 
feedback from one large international customer that Pivotel’s platform ranks in their 
top three globally for an MNO’s A2P SMS messaging performance. 
 
Pivotel’s platform has a number of significant innovations in the way it handles 
different SMS signalling protocols, different message loads, and retry methodologies.  
We have a responsive and experienced team providing a high level of support to our 
customers.  The ACCC would categorise that as having dynamic efficiency. 
 
OTT communications 
 
It is clear that there has been some limited substitution of voice and SMS termination 
by over-the-top (OTT) solutions.  However, OTT solutions are not an effective 
substitute for voice and SMS MTAS. 
 
OTT communications require both the sender and the receiver to first know each 
other and to have established a relationship, and secondly to be using the same OTT 
platform.  To use OTT solutions in a person-to-person (P2P) context, both the sender 
and the receiver need to be using smartphones that can host the OTT application, 
and the OTT application has to be installed, enabled and open on the user’s 
smartphone. 
 
A further complication is that data services must be enabled and available on the end 
user’s service and not blocked.  For example, if an end user has used up all of their 
data allowance for a month, they will not be able to communicate using OTT 
solutions until they either buy more mobile data, or their monthly cycle rolls over. 
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Low spend consumers trying to limit their monthly spend on mobile data services are 
thus much more likely to be cut-off from using OTT solutions than higher spending 
consumers who can afford more mobile data each month. 
 
Finally, there is no inter-operability between OTT solutions and there does not 
appear to be any likelihood that in the near future there ever will be inter-operability 
between OTT applications.  Unlike using network bearer services for voice and SMS 
relying on MTAS for network inter-connectivity, it is impossible for example to use 
Facebook Messenger application to communicate to someone using the Skype 
application, or any of the other more popular OTT applications. 
 
Network services using voice and SMS MTAS for inter-connectivity do not require a 
pre-existing relationship to be established between the sender and the receiver, and 
by their very nature being network bearer services, they do not require any special 
handset or smartphone, or any third party application to be installed on the handset, 
or for data services to be enabled.  Network enabled voice and SMS services are 
supported on all handsets, and on all mobile networks, as a truly inter-operable 
service. 
 
Thus network voice and SMS termination services are the only viable solution that 
can be guaranteed to support any-to-any connectivity by allowing the customers of 
one network to contact the customers of another network.  OTT applications are not, 
and are unlikely to ever be, an effective substitute for network voice and SMS 
termination services. 
 
In the A2P messaging market, again there has been some very limited substitution 
for using services based on SMS MTAS (for example, a bank using their own OTT 
application to send one-time passwords to their customers).  However, the same 
limitations apply to P2P use in that there needs to be some pre-existing relationship 
formed, the receiver needs to be using a smartphone, the sender and the receiver 
need to be using the same OTT application, and end user’s data services need to be 
enabled.  Due to these limitations, the A2P market is dominated by SMS termination 
services and not OTT services. 
 
It is quite clear from the strong growth in the A2P market for SMS termination 
services, that for the time being, SMS remains the clear technology of choice for A2P 
messaging.  Consequently, a decision by the ACCC to de-regulate SMS MTAS would 
have a profound negative effect on the A2P market as MNOs will more tightly control 
access to their customer bases in their own commercial interests.  This will reduce 
competition, stifle innovation and investment, and not be in the LTIE. 
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Who can Access to MTAS 
 
Fixed network operators and MNOs can acquire voice MTAS, and MNOs can acquire 
SMS MTAS.  The service description for MTAS makes it clear that the service is 
provided “from a point of interconnection, or potential point of interconnection”, with 
a point of interconnection being defined as a location which “is associated with . . . 
one or more gateway exchanges of the access seeker’s network”. 
 
Notwithstanding the technical requirements necessary for interconnecting networks, 
Pivotel would like to stress the importance of interconnect relationships more 
generally that govern the acquisition of network access services. 
 
Pivotel has a very strong motivation to ensure that it maintains a healthy 
interconnect relationship with the other fixed and mobile networks to which it 
interconnects.  Together with our interconnect partners, we have shared goals to 
ensure that these interconnect arrangements operate smoothly and correctly, are to 
the maximum extent possible provided on a fault-free basis, that any issues that 
arise are actioned and resolved in a timely manner, and that fraudulent or unwanted 
traffic (SPAM) when identified is blocked. 
 
Thus when addressing fraudulent or SPAM traffic, Pivotel is highly motivated to 
ensure that traffic entering its network, or leaving its network across interconnect 
borders does not include fraudulent or SPAM traffic.  Unfortunately, incidents 
involving fraudulent or SPAM traffic cannot be entirely avoided. 
 
Pivotel has on a number of occasions received high volumes of incoming voice calls 
from auto-diallers operating on an interconnect partner’s network that damage our 
network by causing traffic congestion and alarms.  This negatively affects the 
network access and performance that our customers experience.  When escalated to 
our interconnect partner they acted promptly to identify the source of the traffic and 
to get it shut down as soon as practicable. 
 
Unfortunately, there have been occasions when SMS traffic terminated to another 
MNO by Pivotel has been identified as SPAM, and we act immediately to identify and 
block that traffic from the A2P market participant who has sent that traffic to us for 
termination. 
 
Whilst no network wants to carry, transit or terminate SPAM traffic, it is an 
unfortunate reality that this traffic exists and it can be extremely hard to identify.  In 
a recent case, we found the same SPAM traffic being originated from multiple A2P 
market participants both domestically and globally in one coordinated SPAM 
campaign. 
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Pivotel has developed SPAM blocking tools that can be deployed rapidly to block 
SPAM traffic as it is identified on our network.  We do this not only to avoid SPAM, 
but also because as a MNO our interconnect relationships more generally are critical 
inputs to our business. 
 
In our view, MTAS should not be accessible to other market participants who do not 
have that same investment in networks and the maintenance of trusted network 
interconnectivity. 
 
To open up MTAS to a wider market will not promote competition as trust at the 
MNO network boundary would be eroded, the achievement of any-to-any 
connectivity would be at risk of suspensions or network blocking, and any technical 
or network investments to replace trust with network controls is unlikely to be 
economically efficient.  So we submit that the ACCC’s current position that “A2P 
providers [sh]ould not access the MTAS” remains valid, and in the LTIE. 
 
Answers to Questions Raised by ACCC 
 

1) What kind of voice calls require acquisition of termination access by 
the originating network? What are the technical characteristics of these 
calls?  

 
Pivotel acquires voice MTAS using Signalling System 7 (SS7) signalling and Time 
Division Multiplexing (TDM) circuits from Telstra, and Session Initiated Protocol (SIP) 
signalling and Real-Time Transport Protocol (RTP) media from both Optus and 
Vodafone. 
 
All voice calls initiated on Pivotel’s network, or transited through Pivotel’s network 
that need to terminate on another MNO’s network, requires Pivotel to acquire voice 
MTAS from the relevant MNO as there is no substitute to voice MTAS for network 
interconnectivity. 
 

2) Who can provide the MTAS? Can non-mobile network operators who 
use mobile numbers to provide voice services terminate calls?  

 
Only domestic MNOs can provide MTAS, as the MTAS service description clearly 
states that the termination service is to a “B-Party directly connected to the access 
provider’s digital mobile network”. 
 
Non-mobile network operators who use mobile numbers to provide voice services, 
can provide call transit services or in some cases even call termination services, for 
example terminating calls to an international SIM roaming on a domestic mobile 
network. 
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However, these call transit or call termination services fall outside the current service 
definition for MTAS. 
 
Non-mobile network operators who use mobile numbers cannot provide termination 
services to domestic SIMs directly connected to a domestic mobile network, as there 
is no substitute for voice MTAS for network interconnectivity. 
 

3) Is the current service description fit for purpose and does it 
adequately address the issue of monopoly power held by mobile network 
operators? Is the service description technologically neutral?  

 
In respect of voice MTAS, the current service description is fit for purpose, it 
adequately addresses the issue of monopoly power held by a mobile network 
operator, and it is technology neutral. 
 

4) Do smaller network operators have difficulty securing commercial 
arrangements to terminate voice calls on behalf of their customers?  

 
Pivotel as a small MNO has had significant difficulty over many years in negotiating 
access agreements on reasonable commercial terms. 
 
That said, for the specific question directed at difficulties in securing voice MTAS from 
the big three MNOs, each of the MNOs has made voice MTAS available to Pivotel in 
accordance with the MTAS service description and at the regulated pricing. 
 
Without voice MTAS regulation, Pivotel has no doubt that it would find it very difficult 
to secure reasonable commercial terms to terminate voice calls. 
 
Given the ACCC only regulates the provision of voice MTAS, and not the acquisition 
of voice MTAS, each of the big three MNOs at one time or another has threatened to 
cease acquiring termination services from Pivotel, effectively blocking our network 
unless Pivotel agreed to some demand in the MNO’s commercial interests. 
 

5) What percentage of voice traffic is carried by: 
 a. CS technology? 
 b. VoLTE? 
 c. VoWiFi?  

 
Most of Pivotel’s voice calls are terminated using circuit switched (CS) technology.  In 
some cases we use SIP Voice over IP (VoIP) technology to terminate calls, most 
particularly to our subscribers connected to our 4G LTE network deployments. 
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6) What kind of short message services require acquisition of termination 

access by the originating network?  
 
All short message services, including P2P and A2P SMS messaging requires the 
acquisition of SMS MTAS by the originating network from the relevant MNO 
terminating the service.  Currently, there is no substitute for SMS MTAS. 
 
Rich Communication Services (RCS) is being developed as a replacement network 
technology for SMS, and when widely adopted would be a substitute for SMS MTAS.  
For this reason, we submit that the MTAS service description should be made 
technology neutral to include RCS, or that RCS is explicitly included in the MTAS 
service description. 
 

7) Is the current service description fit for purpose and does it 
adequately address the issue of monopoly power held by mobile network 
operators?  

 
It is Pivotel’s view that the current service description is not technology neutral in 
respect of messaging services, it does not adequately address the issue of monopoly 
power held by mobile network operators, and it is not fit for purpose. 
 
Rich Communication Services (RCS) are being developed to replace SMS and MMS as 
a carrier service.  Telstra has already launched RCS services branded as Telstra 
Messaging, and has stated that “RCS is an internationally recognised standard for 
carrier messaging and it is Telstra’s aim that as other domestic carriers launch RCS, 
Telstra will interwork with their services in the same way as SMS & MMS”2. 
 
The current service description for MTAS should be changed to be technology neutral 
with respect to messaging, or explicitly include RCS messaging as the next evolution 
of messaging provided by MNO networks.  The current MTAS service description 
defines SMS as “the provision of messages up to 160 characters of text using 
capacity in the voice signalling channel of a mobile network”, and therefore it 
explicitly excludes RCS messaging from regulation, as RCS messaging is terminated 
over a data service. 
 
If the service description is not changed to be technology neutral, or altered to 
explicitly include RCS in the regulated MTAS for messaging services, then the MNOs 
will be able to tightly control terminating access to their customers.  Small MNOs like 
Pivotel will not be able to negotiate reasonable commercial terms to acquire 
terminating access for RCS messaging. 
                                                 
2 https://crowdsupport.telstra.com.au/t5/News-Feed/Telstra-Messaging-FAQs/ba-p/713814 



 

Pivotel MTAS Public Submission to ACCC  Page 15 of 21 

 
The greatest effect, at least in the short to medium term, is likely to be in the A2P 
messaging market, where A2P platform providers are keen to introduce RCS as an 
innovative new service to engage their clients. 
 
If the wholesale market for RCS messaging termination service is not regulated in 
the MTAS service description, then the competition issues that the ACCC successfully 
addressed by deciding to regulate SMS services in 2014 will be undermined by MNOs 
switching to an unregulated RCS termination service.  Pivotel as a small MNO with 
little bargaining power is highly unlikely to be able to negotiate access to RCS 
termination services on reasonable commercial terms from the big three MNOs. 
 
If Pivotel is excluded from participating in the A2P market for RCS messaging 
services due to its lack of bargaining power as a small MNO, then competition will 
not be promoted, any-to-any connectivity will not be achieved, and efficient use of 
and investment in infrastructure will be undermined.  This is not in the LTIE. 
 
Whilst RCS messaging services are relatively new and have only been launched by 
Telstra in Australia, over the intended review cycle of the declared MTAS service it is 
likely that there will be a large swing towards RCS messaging, thus distorting 
competition outcomes. 
 
Having identified this significant issue with the MTAS service description, we submit 
that the ACCC should address technology neutrality in the MTAS service description 
now, rather than waiting for the inevitable competition issues to arise in the market 
before acting to address them. 
 
Pivotel submits that it is in the LTIE that the current service MTAS description is 
made technology neutral with respect to RCS messaging, or that RCS messaging is 
explicitly included in the MTAS service description. 
 

8) Does the current service description encourage the supply of 
innovative services?  

 
Unless RCS messaging is explicitly included in the MTAS service description then the 
next evolution of innovative messaging services will be held back.   
 
We submit that to promote competition and innovation in the market, RCS 
messaging must be included in the MTAS service description now to enable the 
messaging market to develop with the certainty that terminating access for these 
services will be provided on reasonable commercial terms to small MNOs. 
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9) What percentage of SMS traffic is carried by each technology used to 
deliver it?  

 
Pivotel acquires SMS terminating access services from Telstra using Short Message 
Peering Protocol (SMPP) signalling technology, from Optus using SS7 signalling 
technology, and from Vodafone using SS7 signalling technology converted to 
SIGTRAN. 
 
The MNO subscriber market shares are a reasonable proxy for the percentage split of 
traffic by technology. 
 

10) Do network operators continue to have a monopoly over the 
termination of mobile voice calls on their respective networks?  

 
Yes. 
 

11) Do smaller networks have, or are they likely to have, sufficient market 
power to negotiate sound commercial outcomes without declaration?  

 
Pivotel’s experience as a small MNO with little bargaining power demonstrates that 
small networks do not have sufficient bargaining power to negotiate sound 
commercial outcomes without declaration. 
 

12) Are there wholesale substitutes for mobile voice call termination?  
 
No. 
 

13) Are there retail substitutes for mobile voice call termination?  
 
There is some very limited voice substitution by OTT applications, however OTT 
applications are not an effective substitute for mobile voice call termination as the 
sender and the receiver need to be using the same OTT application, the sender and 
receiver both need to be using smartphones, the OTT application has to be installed 
and open on the smartphone, and both the sender and receiver need to have data 
services enabled. 
 

14) Do network operators continue to have a monopoly over the 
termination of SMS on their respective networks?  

 
Yes. 
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15) How are wholesale agreements for SMS termination currently 
structured?  

 
Wholesale agreements for SMS termination with A2P providers are either set at a flat 
rate per SMS, or a tiered structure where the higher the volume of SMS terminated 
in a month, the lower the rate per SMS. 
 
In some cases, a minimum commitment is enforced to secure a lower rate per SMS, 
with a use or lose it clause enforced if the minimum volume commitment is not met. 
 
Most wholesale SMS agreements require payment on a per SMS submitted basis, 
rather than a per SMS delivered basis.  The difference between the two being that 
delivery cannot be guaranteed, and there can be between 10% and 15% of 
submitted messages that cannot be delivered. 
 

16) Are there wholesale substitutes for SMS termination?  
 
Currently, there are no wholesale substitutes for SMS termination. 
 
RCS messaging is likely to be an effective substitute for SMS termination within the 
duration of the MTAS declaration, and for this reason we submit that RCS messaging 
should be included in the MTAS service description now and declared. 
 
Including RCS in the MTAS service description now will promote competition, achieve 
any-to-any connectivity, and provide an environment for the economically efficient 
use of, and investment in infrastructure.  We submit this is in the LTIE. 
 

17) Are there retail substitutes for SMS termination?  
 
There is some limited SMS substitution by OTT applications, however OTT 
applications are not an effective substitute for mobile voice call termination as the 
sender and the receiver need to be using the same OTT application, the sender and 
receiver both need to be using smartphones, the OTT application has to be installed 
and open on the smartphone, and both the sender and receiver need to have data 
services enabled. 
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18) How has the MTAS declaration affected competition in each of the 

relevant markets since the 2014 Declaration?  
 
Concentrating on the wholesale A2P market and the retail A2P markets, the 2014 
decision by the ACCC has lead to a sharp drop in the price of wholesale A2P 
messaging, and that value has been passed on to the SMS platform providers as 
increased margin for their businesses, coupled with lower retail A2P message pricing. 
 
Higher margins for SMS platform providers has been important to allow them to 
invest in new and innovative services using A2P SMS, and lower retail A2P pricing 
has stimulated strong growth and the continued uptake of A2P SMS messaging in 
the retail market. 
 
The decision to declare SMS termination services in 2014, coupled with the FAD 
pricing which came into effect 1st January 2016 has been extraordinarily successful in 
promoting competition in both wholesale and retail markets. 
 
Mobile customers can now access unlimited talk and text plans for under $10.00, 
which is of particular benefit to lower spend and price sensitive consumers, and the 
A2P market has grown significantly following the increased competition arising from 
Pivotel’s entry into the A2P market as a MNO. 
 

19) Are the markets identified in 2014 still relevant for the MTAS?  
 
Yes. 
 

20) Is the MTAS still an essential input to the MTM market? Is mobile 
voice termination still an essential input to FTM market? Will continued 
declaration of the MTAS promote competition in these markets?  

 
MTAS is still an essential input to both the MTM and FTM markets. 
 
Continued declaration will promote competition in these markets as small networks 
without bargaining (both fixed and mobile) can compete only if they can secure 
network access on reasonable commercial terms. 
 
Without declaration, small networks cannot be expected to be negotiate reasonable 
commercial terms for network access. 
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21) Do MNOs distinguish between termination of MTM SMS and A2P SMS 

termination? Why?  
 
None of the MNOs distinguish between the termination of MTM SMS and A2P SMS in 
respect of their provision of the SMS MTAS service.  Domestic MTAS is acquired by 
Pivotel using SS7 signalling connections with Optus and Vodafone, and a SMPP 
connection to Telstra. 
 
In each case, there is no technology that could guarantee that a MNO providing 
domestic MTAS to another MNO could separate MTM SMS termination from A2P 
MTAS termination.  It should be noted that there are no additional costs associated 
with providing SMS MTAS for MTM SMS termination as opposed to providing SMS 
MTAS for A2P SMS termination. 
 
As MTM SMS by definition can only be sent between MNOs, MNOs can and do 
distinguish an end-to-end A2P SMS termination service acquired by non-MNO 
platforms (which is not a SMS MTAS service) from the SMS MTAS service they 
provide to other MNOs.  This allows MNOs to provide a different level of service, at a 
different price point to non-MNO A2P market participants. 
 

22) Have reductions in the MTAS rate been passed on to consumers in the 
downstream markets?  

 
In Pivotel’s confidential appendix, Pivotel provides a number of examples where 
reductions in the MTAS rate have been passed on to users and consumers in 
downstream markets. 
 

23) What is an appropriate duration for a declared MTAS? Why?  
 
Pivotel supports a five (5) year duration for a declared MTAS, as this gives a 
reasonable period of certainty to allow for significant investments to be made in 
platforms and systems to support innovation. 
 
In Pivotel’s view, it is unlikely that there will be a genuine substitute for voice MTAS 
available within the next 5 years, however it is highly likely that the introduction of 
RCS messaging as a network replacement technology for SMS messaging will be an 
effective substitute within the duration for a declared SMS MTAS. 
 
We submit that the ACCC should make the current MTAS service description 
technology neutral with respect to messaging, and not specific to SMS messaging, or 
alternatively explicitly include RCS messaging in the MTAS service description. 
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Should the ACCC decide not to regulate the provision of and pricing for RCS 
messaging as part of the MTAS, then Pivotel submits that the ACCC must be ready to 
move quickly to address any market failure during the declaration period for the 
MTAS. 
 
For example, if Pivotel was unable to acquire RCS termination services from one or 
more of the big three MNOs on reasonable commercial terms, or Pivotel’s ability to 
acquire RCS is frustrated or delayed, then the ACCC must be prepared to quickly 
address this outcome within the duration of the MTAS declaration in then LTIE. 
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Conclusion 
 
Pivotel congratulates the ACCC on it 2014 decision to declare SMS termination as 
part of the MTAS.  Since the FAD pricing came into effect on 1st January 2016, it is 
clear that the competition outcomes the ACCC was seeking in the relevant wholesale 
and retail markets have been very successfully delivered. 
 
Pivotel submits that having been so successful in addressing competition failures in 
the provision of SMS services, there have been no changes in the overall structure of 
the market, or market conditions that would warrant deregulating SMS terminating 
access services.  As a small MNO with little bargaining power, Pivotel must rely on 
declaration to acquire MTAS on reasonable commercial terms. 
 
The impending launch of RCS messaging services as a network replacement service 
for SMS will have a significant impact on SMS markets, most particularly in respect of 
A2P messaging services.  Pivotel’s entry into the A2P SMS messaging market has 
demonstrably promoted greater competition, resulting in a healthy growing market 
for A2P messaging at both a wholesale and retail level. 
 
If Pivotel is prevented from acquiring RCS messaging services from the other MNOs 
on reasonable commercial terms, or our ability to acquire RCS terminating access is 
frustrated or delayed, we have shown that will not be in the LTIE.   
 
To promote competition, any-to-any connectivity, and economically efficient use of, 
and investment in infrastructure we have recommended that it is in the LTIE that 
RCS should be regulated as part of the MTAS now. 
 
Should you need to contact me about our submission I can be reached on 0414 207 
050 or by email to robert.sakker@pivotel.com.au. 
 
Yours sincerely 
Pivotel Group Pty Limited ABN 85 102 274 322 
 
 
 
 
 
Robert Sakker 
Executive Director 
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