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Dear Mr/B(ims

I write to request the Australian Competition and Consumer Commission’s (ACCC)
advice on competition issues associated with the Australian Communications and
Media Authority’s (ACMA) planned allocation of spectrum licences in the 850 MHz
expansion band and 900 MHz band.

Following a recommendation to me from ACMA, I have now made a re-allocation
declaration providing for the re-allocation of 2 x 25 MHz of spectrum in the 900 MHz
band and 2 x 10 MHz of spectrum in the 850 MHz expansion band (illustrated in
Figure 1 below).

Figure 1: current and planned configuration of the 850 MHz expansion band and
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Note 1: The current spectrum licensed holdings shown in the 850 MHz band relate to regional area holdings. Both Telstra and
TPG have 2 x 10 MHz in metropolitan areas (Sydney, Melbourne, Brisbane, Perth and Adelaide).

Note 2: As illustrated, the Government has indicated it will reserve spectrum for a future public safety mobile broadband (PSMB)
capability in the lowest 2 x 5 MHz of the 850 MHz expansion band.

Under subsection 60(10) of the Radiocommunications Act 1992 (the Act), I have the
power to direct ACMA to impose limits on the allocation of spectrum licences.
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I am seeking the ACCC’s advice on whether allocation limits should be imposed on
any allocation of spectrum licences in the 850 MHz expansion band and 900 MHz
band and, if so, what the ACCC considers those limits should be.

To guide the re-allocation of these bands, I have determined a set of communications
policy objectives which were released in May 2020. These policy objectives are
enclosed for your information. Consistent with the Statement of Expectations I
provided in my letter to you of 8 October 2020, I ask that the ACCC takes these policy
objectives into account in preparing its advice on proposed allocation limits for the
850/900 MHz allocation.

I am particularly conscious of the need to support continuity of services, and note that
in ACMA’s decision paper for the bands, released in December 2019, it indicated
there may be options to use allocation limits to promote this objective. In line with this
policy objective, I believe there are grounds to guarantee 2 x 5 MHz of spectrum for
Optus and TPG Telecom in the 900 MHz band, and I am inclined to do this by
directing ACMA to impose allocation limits that will achieve this outcome. I am
currently of the view that any reserved lots need not be ‘lot specific’, and instead I
would set aside one of the four upper lots of the 900 MHz band!, with the lot locations
to be determined through ACMA’s allocation method. I am interested in the ACCC’s
advice on whether there would be grounds to also guarantee Telstra 2 x 5 MHz of
spectrum.

In addition to setting aside portions of this spectrum to support continuity of services,
there will be a need to consider what allocation limits should apply to the remainder of
the spectrum to be allocated in the 850/900 MHz allocation. In considering this issue, I
would be interested to hear the ACCC’s views on the merits of applying limits that
take account of carriers’ holdings in all sub-1 GHz spectrum bands. I note that the
spectrum holdings of the three mobile network operators differ across the 700 MHz,
850 MHz and 900 MHz bands at present, and that those three spectrum bands can be
considered broadly substitutable given their propagation characteristics. In addition to
its importance for existing 3G and 4G services, low band (sub-1 GHz) spectrum will
support 5G rollout by complementing carriers’ spectrum holdings in higher frequency
bands.

ACMA has advised me that it is still considering which allocation method would be
the most appropriate for this spectrum. Subsection 60(1) of the Act sets out that
spectrum licences may be allocated by auction, tender, or for a pre-determined or
negotiated price. Allocation limits may be applied to any of these allocation methods.

Also of relevance are the Government’s planned reforms to the Act, which I
introduced into the Parliament in August 2020. I note that if the Radiocommunications
Legislation Amendment (Reform and Modernisation) Bill 2020 comes into law prior
to any allocation limits direction I may make for these bands, ACMA will be able to
determine allocation limits without first being directed to do so. I envisage that the

" The lowest lot in the 900 MHz band (890-895 / 935-940 MHz) will have different
characteristics to the other four lots as it adjoins the 850 MHz band (requiring a guard band to
manage interference) and because ACMA has proposed that it be bundled with 2 x 1 MHz to
facilitate a future downshift of spectrum licences in that band.



advice provided by the ACCC in response to this letter will inform the decision to be
made by whoever is the decision-maker on allocation limits for this allocation.

To facilitate ACMA’s timeframes to support an allocation in late 2021, I would
appreciate the ACCC’s advice by 19 February 2021. I anticipate the ACCC will
publicly consult on, and publish, its advice to me. I encourage the ACCC to consult
with the Department and ACMA as it develops its advice. The contact officer for

spectrum issues within the Department is ||| [ lGTGTcTcNGNGEEEEEEEE

—

I look forward to receiving your advice in due course.

Yours sincerely

v] (v

Paul Fletcher

2% 10/ 2020

Enc.



Communications policy objectives for the
allocation of the 850 and 900 MHz bands

May 2020

Introduction

The object of the Radiocommunications Act 1992 provides for the management of the radiofrequency
spectrum in order to, amongst other objectives, “maximise, by ensuring the efficient allocation and
use of the spectrum, the overall public benefit derived from using the radiofrequency spectrum”, and
“support the communications policy objectives of the Commonwealth Government”. The Australian
Communications and Media Authority (ACMA) has proposed to optimise and allocate, using a market-
based process in Q4 2021, the 850.MHz expansion band and 900 MHz band to facilitate the efficient
allocation and use of these bands. The below communications policy objectives for the 850 and

900 MHz bands are intended to help guide decisions of relevance to ACMA's proposed allocation of
these bands. In some cases, different objectives may need to be balanced against each other, or
require trade-offs to be made.

Communications policy objectives
Supporting the deployment of 4G and 5G technologies

The Government's 5G—Enabling the future economy directions paper identified that the Government
would support the early deployment of 5G in Australia by making spectrum available in a timely
manner. The 3.6 GHz band was the first band made available in Australia for the deployment of 5G
services, with spectrum licences allocated in December 2018. The 26 GHz band will follow, with an
allocation planned in early 2021. Currently, the 850 and 900 MHz bands are not properly optimised for
4G or 5G services. A reconfiguration will support the deployment of 4G and 5G networks and support
more efficient use of the spectrum. Lower-band spectrum, such as the 850 and 900 MHz bands, is
important for broader 4G and 5G coverage, including in regional Australia, and will complement
holdings of 5G-suitable mid and high-band spectrum.

Promoting competitive market outcomes for the long term benefit of
consumers

The Government wants to promote competitive outcomes for the long term benefit of consumers, in
order to encourage a range of choice in consumer products and place downward pressure on
consumer prices. The Government recognises that spectrum allocations contribute to competitive
outcomes in telecommunications markets for the long term benefit of consumers. Allocation settings,
such as price and allocation limits, can influence competition in spectrum markets and, subsequently,
downstream markets.

Communications policy objectives for the allocation of the 850 MHz expansion and 900 MHz band
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May 2020 Communications policy objectives

Encouraging investment in infrastructure, including in regional
Australia

The Government supports continued investment in mobile and fixed broadband infrastructure and
networks. It recognises that allocation processes and licensing arrangements can contribute to, or
detract from, this objective. The licensing arrangement in the 850 and 900 MHz bands should provide
industry with long-term certainty to encourage operators to invest in telecommunications
infrastructure across Australia, including in regional areas.

Supporting continuity of services

The Government recognises the existing uses and users of services operating in the 850 and 900 MHz
bands. A reconfiguration of the bands can deliver greater capacity for wireless services and support
carriers to deploy 4G and 5G wireless broadband services, improving the quality of services for
existing customers. The Government will work with industry to promote continuity of services in the
band and seek to minimise any potential impact to consumers as a result of changes to spectrum
holdings.

Supporting a national PSMB capability

The 850 MHz expansion band has been identified as a possible candidate to support a future public
safety mobile broadband (PSMB) capability. The Government is prepared to reserve spectrum for
PSMB, subject to the outcomes of continued discussions with state and territory governments. In
December 2018, the Council of Australian Governments agreed to a Strategic Roadmap for a national
PSMB network. All jurisdictions agreed to continue to work together to resolve supporting spectrum
arrangements in parallel with proof of concept trials.
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