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Dear Nei[,

Update of expert opinion on the cost of DSLAM lnfrastructure

1 Background

ln October ZOO7,l provided a report titled "Technicat Feasibitity of using ADSL Networks to

Suppty Voice Services that Replicate PSTN Services". The report set out my opinions in regard

to questions contained in a brief received from Maltesons Stephen Jaques. lncluded in the

October 2007 report were my opinions on the cost of equipment and instattation of

DSLAM/MSAN inf rastructure.

ln a further instruction from Matlesons Stephen Jaques dated 2 May 201 1, I have been

requested to provide my opinion on the fixed costs of DSLAM/MSAN infrastructure as at

today,s date and in particutar, any change to the retevant costs as outtined in the October

2007 report.

ln retation to the fixed costs of DSLAM/MSAN infrastructure, I have extracted some

statements from the October 2007 report which retate to the DSLAM/MSAN infrastructure

costs.

My opinion on the DSLAM/MSAN equipment cost was presented in paragraph 4.20.

,,paragroph 4.20 - In my opínion, a suitoble benchmark rate for the supply of voice and

DSL capable equipment ís 535 per port, excluding the cost of installatlon and support

ínfrastructure."

My opinion on the instaltation costs for DSLAM/MSAN infrastructure was presented in

paragraph 4.36 with ctarifications inctuded in paragraph 4'39'

,'paragraph 4.36 - Based on my knowledge oÍ current market rates for
telecommunlcatlon constructíon octívities, in my opínion fhe instof lation of up to a

300 port sub.rack is likety to cost approximately 5Z,SOO. For a larger installatlon of

lZ00 ports, ín my opìnìon, the cost to complete the installatlon is likely to be ìn the

order of Sg,O00. Both estimates exclude the cost of equipment"'

,,poragraph 4.3g - The esttmated costs quoted in paragraph 4.36 only provide for the

installatton of the DSLA¡Å equípment and do not include the cost of network

management, power supply, backhaul fransmission inf rastructure, corrier

monagement and service activation required for services to be delivered."
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The charges which may appty for the preparation and leasing of ftoor space within a third

party premise for the instattation of equipment were not considered in the October 2007

report.

The totat fixed cost of DSLAM/MSAN instatlation within the previous report is the sum of the

equipment and instaltation costs.

300 ' s35 5'to,5oo

5 2,500

51 3,000

300 port DSLAM/MSANBased on the information presented in the October 2007 report, a

instatted cost was 513,000.

2 Update to Fixed Costs for installation of DSLAI¡i/MSAN

Equipment

I have contacted several Austratian supptiers to confirm that the indicative vatue of S35 per

port is stitl a vatid figure for the cost of equipment. Feedback provided indicates that in

some cases the typicat equipment pricing now approaches $30 per port.

ln my opinion, considering the restrictions and assumptions identified in my October 2007

report, the cost to suppty DSLAM/MSAN equipment of 530 to 535 per port is stitl vatid. lt
shoutd be noted that the current DSLAM equipment is for ADSLZ+ services which offer faster

line speed than the ADSL services detivered by the DSLAM equipment in 2007. ADSLZ+ is now

the standard service detivered by current DSLAM equipment and represents the normal

evotution of equipment in this time period.

lnstallation

ln my opinion, the activities required to instalt a DSLAM have not changed since the issuing of

my previous report. There has however been a general increase in the cost of labour since

the report was produced. ln my opinion, it is appropriate to appty an increase in the

installation cost component to compensate for the increase in labour and general material

costs.

To catcutate a 201 1 cost based on the October 2007 figures I have assumed an increase based

on the change in the Private lnformation, Media and Tetecommunications Labour Price lndex

between June 2007 and June 2010. The change over the three year period is and an increase

of 8.2%, Apptying the 8.2% increase to the previous report escatates the instalt cost from

52,500 to 52,705 per 300 port sub-rack.

The catcutated figure is an estimate of the actuat cost of instattation which may vary

substantiatly depending on the accessibility of the equipment tocation, geographic location

and the setected instatter. The provided estimate inctudes the suppty and instatlation of a

DSLAM (300 ports) including sub rack, rack atarm, power distribution units and cabling within

the rack.

Equipment Cost

lnstalt Cost

Total Cost
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The provided estimate exctudes any third party site costs, cost of network management,

power cabting to rack, backhaut transmission infrastructure, carrier management and service

activation.

Flxed Costs for DSLAM/MSAN Installation

In my opinion an approximate vatue for the suppty and instattation of a typical 300 ports

DSLAM/MSAN sub-rack is the sum of indicative equipment costs between 511 ,705 and 513,705

based on a benchmark per port cost of 530 to 535 and infrastructure instatlation cost of

52,705.

Regards

e-L- 'i

' 
Craig Lordan

Senior Consuttant

Gravetroad Consutting

30 May 2011

Attachments:

1. Craig Lordan Curricutum Vitae

2, lnstruction 2 May 2011 Matlesons Stephen Jaques
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Graig Lordan

Qualiflcations:

Present Þosltlon:

Career Summary:

B.E. (Electrical), Central Queensland University

Graduate Cerlificate Management, Southern Cross University

Senior Consultant, Gravelroad Consulting

Craig Lordan is an Electrical Engineer who graduated from Central Queensland University in 1988, and now has

tg yéars of experience in the telãcommunicátions industry. Prior to consulting roles, Craig was engaged in a

number of roles within Telstra from 1989 through to 2001 .

During the period with Telstra, he specialised in urban and rural Customer Access Network infrastructure,

including the planning, design and construction of copper, fibre and radio networks. His experience exlends from

hands o"n responsibilìiy for iñdividualconstruction projects through to long term strategic planning and budgeting.

Craig also completed international roles with Telstra, including the planning and development of netwotks within

Vietñam. Latei roles w¡h Telstra included national responsibility for the development and applicalion of network

design and construction practices.

During the past seven years as a consultant, he has provided advice, expert opinion and support to many

organi"sations in relaüoñ to the development and implementation of lelecommunication networks. 0rganisations

tnãt have received and implemented advice include existing telecommunication carriers, electricity utilities and

government organisalions. Craig has conhibuted to the Queensland electricity induslries' successful
:rmplementatioñof 

commercial táecommunication service supply, delivered expert repoils in relation to specific

måtters and the completion of technical feasibilily reports for the implementation of very high speed access

networks on behalf of State and LocalGovernments.

Craig has extensive expeilence in lhe design, operation and maintenance of fibre optic transmission networks.

Ovetview of Consulting Experience:

Specialist consulting assígnments in the Telecommunications and lnfrastructure fields including assessment of

commercial issues, procurement, bidding strategies and strategic advice.

Highllghts:

. Managed the design of the Townsville NBN First Release Site optic fibre cable network.

. Development of Business Case for Ergon Energy introduction of state wide telecommunication network

for monitoilng and control of electilcity network,

. Feasibilig Analysis for the construction of a capital city wide very high speed open access fibre optic

telecommunications sYstem;

. published expert statements in relation to DSi-AM installation and libre cable installation;

. Procurement of telecommunication capacily for major corpotate users;

. Establishment of telecommunicalions network and commercial operation lor Queensland Government

Owned Corporations;

. Technology application strategy advice and customer engagement policy formulation for major local

government body;

. Cause Analysis of failed mobile netwofi rollout for legal proceedings;

o Activity pricing analysis for prominent telæommunications constructor during contract negotiation;

. Facilitation of Post lmplementation Review for a major lntelligent Traffic System installation project; and

o Strategic advice to a Queensland Government GOC Utility regarding lhe commercial opportunity to enter

the telecommunications industry.
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Craig Lordan
Senior Consultant
Gravelroacl Consulting
201 WicldramTemace
Spring l{ill QLD 4004

ßy ernail

2May 20ll

Deat Craig

Update of expert opinion on tlte cost of DSLAM infrastructure

We act for Telstra Corpotation Lirnited ("Telstra")'

I Background

Pursuant to Part XIC of the Competitíon c¿ncl Cottnrmer Act 2010,the Australian

Competition ancl Consumer Cornmission (6rthe Commission") is consulting on Final

Access Determinations ("FADs") in relation to the supply of cleclarecl flrxecl line

selices. Subrnissions on the Commission's Díscttssion Puper: Public Inquiry to malce

Final Access Determinationsþr the Declared Fíxed Líne Services dated April20l I
("Discttssion Paper") arc due on 3 June 201 l.

As part of this plocess, Telstra will be making submissions that the Commission should

retain certain siatutory exemptions relevant to the ptrrvision of the Local Carriage

Service ("LCSI), Wholesale Linc Rental ("WLR') and PSTN Originating Access

services ('TPSTN ()A'").

You may r.ecall that Telstra retainecl you on a similar matter, to which you provided

Telstra with an cxpert leport title<l't'echnical Feasibility of Ustug ADSL Netwotks to

Suppty Voice Seriices tiat Replicate PSTN Services dated 30 October 2007 ('(your first

r.pä,:t'¡. In that repoft, o*ongst other things, you addressed the costs of installing a

DSLAM. Your first Íeport is attached'

We note that in considering sunk costs of DSLAIT¡IMSAN cleployment, the Cornmission

notes at page234 of the Discussion Paper that:

"The most recent informatbn beþre the ÁCCC (obtained hy the ACCCfor the

ptffpose of the 2008 exemption upplication.s) suggests that the./ìxed costs of the

DSUM/MSAN inJi,astrucnre dre in the order of 812,000 - 814,000 per

DSLAM. This inchdes the DSLAM/MSAN sub-rack ancl racks, the DSLAM

itself, alarm ancl power distribution units, power cubling to the raclcs, cutd

.signal and cabling to the raclcs."

Level 50 Bourke Place 600 Bourke Street Melbourne VIC 3000 Australia T +61 3 9643 4000

DX 101 MelbourneABN 22041 424954 mel@rmallesons.com www.mallesons.com F+61 3 96435999
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2 lnstn¡ctions

Please provicle your expert view on the tixcd costs of DSLAIWMSAN infrastructure as

at toclay's <late áncl in particular, any change in the tBlevant costs as outlined in youl first

t'cport. Telstra is happy br this to be proviclecl by way of letter"

Your cxpcrt rcport shoulcl adclress this matter only to the extetrt tltat it is within the

scope ofyour technical expertisc.

4 Frtrpose

Telstra may provicle a copy o{'your cxpert report to [he ACCC. Please assumc that your

report (oI certain aspccts of it) will be accessiblo to the public.

5 Expcrt witness guiclelines

As you rnay know, the Fedelal Court requites any pel'son provicling an expelt t'eport, or

givlng expðrt cvictence, to comply with its Guiclelines br Expelt Witnesses in

Þror"i,lings in [he Fe<lelal Court of Australia ('oGuidelines"). We enclose a copy of the

Guiclelines.

Please review the Guidelines to ensure that your ropot't confortns to them and in

pat'ticular we request that you maintain separate recorcls of:

(a) all instructions;

(b) the tàcts, mattel's or assumptions upon which your report proceecls;

(c) the docurnents and materials you have been instructed to consider; and

(d) the clocurnents ancl materials upon which you rely in support of your reasoning

in the rePort.

The Guidelines clo not aclclress exhaustively all aspects of an expert's cluties when

providing a report or.giving eviclence in Fecleral Coult proceeclings. If you have any

qucstionJ about the Guiclelines, or queries about other ¡nattem relating to your cluties,

please bring these to our attention,

6 Confìdentiality

This brief and any information or documents that Telstra provides to you in telation to

this rnatter is conhdential inforrnation belonging to Telsha. By accepting this retainer

you agree:

(a) to use Telstr.a's confidential information only for thc purpose of this t'etainer;

(b) not to clisclose Telstra's confrclential infurrnation to anyone without Telstra's

written consent; and

(c) if requestecl by Telstrz, to desüoy or return to Telstra all records containing

Telstra's oonfïdential information.
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7 Your fees

We will pay your ['ces. Please send your accounts to us.

I Correspondence

Please {ir.cct all comespondence in this matter to Agata Jarbin or Neil Per{. Their cletails

are set out below.

If you wish to speak with a rcprcsentative of Telstr¿ or any other percon acting fbr

Teistra regarding this matter, please let us [<now ancl we will rnake arrangements fbr this

to take place.

10 Presentation ofyour report

Please include the fbllowing with your letter:

(a) a copy of youl cumiculum vitae inclucling qualifications, experienco ín the field

and any publications;

(b) out instructions to You;

(c) any other facts, matters, documents or assumptions upon which you rely in
preparing your rcPott;

(d) any plans, calculations, analyses, rneasurements or other material that you refer

to in your rePort; and

(e) any enquiries you rnake that are necessaty to respond to the questions we ask

you to consicler and also the results of any such inquiries.

Please address your repoft to Mallesons Stephen Jaques.

11 Timing

\iVe would be grateful if you coulcl provicle your rcpoft to us by 1ó May 2011.

Please contact us if you requirc any further instructions or material to p.eparc your expert

rcpofi.

Thanlc you tbr agreeing to assist us.

Yours sincetely

/rñ'c
Neil Perl
Solicitor
Direct line +61 3 9643 4376
Di¡ect fax +61 3 9643 5999

Email neil.perl@mallesons.corn
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AgataJarbin
Paltner
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Annexure'l: Expert Witnesses in proceedir"lgs in the
Federal eourrt of Australia - Guidelines

L General Drrty to the Coult/

1.1 An expe¡t witness has an ovelriding cluty to assist the Court on mattcrs rclevant to the

expett's arca <lf exPertisc.

LZ An exper.t witness is not an aclvocate for a palty even whcn giving testimony that is

necessatily evaluative rather thatr infbrential.2

t.3 Al exper.t witness's paramount cluty is to thc Coult ancl not to the person retaining the

cxperl.

2 TheForm of the Dxpert Evidenccr

Z.I An exper.t's wr.itten report must give details of the expert's qualifications, and of the

literaturc or othor matcrial used in rnaking the teport.

2.2 All assurnptions of fact; rnade by the expert should be clearly and fully stated.

2.3 The rcport should identify, and state the qualifications, of each petson who carriecl out

any tests or experiments upon which thc expert reliecl in cornpiling the repoft.

2.4 Wrere several opinions arc providecl in the report, the expert shoulcl sutnmarise them'

2.5 'Ihe expert shoulcl give the reasons for each opinion.

2.6 At the end of the report tþe expel't shoultl declare that "fthe expertl ha.s made all the

inqtüries that lthe expcrt] believes are ¿lesirable und appropriate cud that no matters of

sígnificance tlmt ftheexpert] regarcls us relevant have, to [the expert's] knowledge, been

withheld.from the Court."

2.7 There should be included in or attachecl to the l'epol't:

(D a statement of the questions or issues that the expert was asked to

address;

t Soe rule 35.3 Civil Procedure Rules (U1(); see also Lord Woolf 'Medlcs, Lawyors and tho Courts" [1997] 16

CJQ 302 at 313.
2 See Sampi v Stato of Western Australia [2005] FCA 777 all792l-17931, and ACCC v Liquorland and

Woolworths [2006] FCA 826 at [836]'[842].
. See rule 35.10 Civil Proceduros Rules (UK) and Practice Dircction 35 - Ëxperts and Assessors.(Ul(); HG v

lii Auuu, (1999) 197 CLR 414 per Gtdesón CJ at t39l-t431; Qc,e.11!,!arlne Mutual lnsurance Assoclalion

(Europe) OV v Jótopay Pty Limited t20001 FCA 1463 (FC) at [17]-[23]
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(iÐ the factual premises upon which the report prcceeds; and

(iiÐ the documents and other materials which the expeft has been instructed

to consicler.

2.8 If, after exchange of reports of at any other stagc, an expet't witness changes a material

opinion, having rcad another expert's rcport or tbr any othel reason, the change shoulcl

be communicatecl in a timely mannel'(thtough legal representatives) to cach party to

whom the expert witness's repoÌt has been provicled and, when appropriate, to the

Court.a

Z.g [f an expert's opinion is not ñrlly rcsearched because the expem conside¡s that

insufficient clata are available, or for any other rcason, this must be stated wíth an

indication that the opinion is no more than a ptovisional one. Whet'e an expeÚ witness

who has prepared a repoú believes that it may be incomplete or inaccutate without some

qualifrcation, that qualification rnust be stated in the report's

2.10 The expert should make it clear when a particular question or issue hlls outside the

televant field of expertise.

2.Il Where an expert's report referc to photographs, plans, calculations, analyses,

meastllements, sulvey reports or other extrinsic matter, these must be provided to the

opposite party at the same time as the exchange of reports'6

3 Experts'Cotrference

3.1 If experts r.etainecl by the parties meet at the direction of the Court, it woulcl be improper

for an expelt to be given, or to acoept, instructions not to reach a$€ement. If' al; a

meeting clirected by the Court, the experts cannot reach agrcement about matters of

expeft opinion, they shoulcl specify their teasons for being unable to do so.

M E J BLACI(
Chief Justice
25 September 2009

o The "tkarian Reefef' [19931 20 FSR 563 at 565.
u Tho'lkarian Reofor"'[1993] 20 FSR 5ô3 at 565.
ø The ,lkarian Reefer" [1993] 20 FSR 563 at 565-566. See also Ormrod 'sclentific Evidence ìn Courl" [1 9ô8]

Crim LR 240.
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