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EXECUTIVE SUMMARY 
 
 
The ACCC has released a Draft Report proposing to extend and vary the declaration of the Domestic 
Transmission Capacity Service (DTCS) for a further five years. This follows a Discussion Paper in March 
2018 and a further Consultation Paper in September 2018. The current declaration for these services 
expires on 31 March 2019, however the ACCC proposes that the revised declaration not come into 
effect until 1 January 2020, alongside a revised Final Access Determination (FAD). The ACCC is 
seeking comments from interested parties on this Draft Report before it makes a Ffinal Decsion. 
 
As detailed in previous submissions, the market for transmission services is functioning well and current 
regulatory settings have facilitated the development of effective competition. In this context it is 
appropriate that the current regulatory approach, which uses a domestic benchmark pricing methodology 
to regulate an ‘anchor’ product in the market, should be maintained. Insofar as the proposed changes to 
the service description don’t deviate from this approach (in that they seek to reflect the ‘basic’ product 
that is sold in the market), Telstra supports the Draft Report. Telstra’s position remains that the proposed 
separate service classifications for mobile backhaul and for commonly acquired speed tiers are 
unnecessary. This is because the distinct transmission services have the same underlying 
characteristics, and the changes are unlikely to provide material benefit to access seekers. However, if 
these changes are adopted as proposed, a common pricing methodology should be applied under a 
future FAD to ensure appropriate pricing relativity.  
 
The outcome of the competition assessment, deregulation of a further 137 metropolitan and 27 regional 
exchanges, reflects the continued investment and price competition in transmission markets. Telstra 
supports the simplification of the competition assessment methodology on the basis that it better reflects 
the current state of the market. However, we believe there remains a strong rationale to include non-
traditional transmission providers in the assessment. 
 
Telstra previously advocated that, should the decision be made to extend the declaration, this extension 
should be for a period of three rather than five years. This would allow for an earlier review given the 
dynamic market environment and pending completion of the NBN rollout. While the Draft Report 
proposes a five year extension, the ACCC has explicitly acknowledged that they can bring an inquiry at 
any point should market conditions change1. Telstra encourages the ACCC to continue to actively 
monitor competitive developments during the next declaration period with a view to identifying 
opportunities for further route deregulation. The ongoing rollout of the NBN (including development of 
new NBN services) and overall growth in market demand for data are likely to increase traffic volume on 
transmission networks creating incentives for further investment and competition.    
 

 
 
 
 
 
 
 
 
 
 
 
 
                                                      
 
1 ACCC, Draft Report on the review of the Domestic Transmission Capacity Service (“Draft Report”), December 2018, p70. 
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01 The regulated DTCS operates as an effective ‘anchor’ product in 
the market and this continues to be the most appropriate 
regulatory approach 

 

Telstra supports the ACCC’s view expressed in the Draft Report that “the DTCS declared service should 

be defined in terms of its basic capabilities, rather than specific features”2. Telstra has consistently 

argued that the effectiveness of the DTCS declaration in promoting both competition and ongoing 

innovation in transmission markets is due to carrier flexibility to develop commercial constructs, with the 

generic regulated product providing an ‘anchor’ price – i.e. acting as a reference point. This regulatory 

approach has been and will continue to be effective as it has promoted competition and innovation in the 

market.  

In supporting a service description that is defined in terms of basic capabilities, Telstra welcomes the 

following aspects of the ACCC’s draft decision: 

 That the service description remains anchored by the core features that are inherent to all 

transmission products – a dedicated, symmetric and uncontended service above a minimum 

bandwidth threshold;  

 That the features of a protected service not be defined in the service description. We support 

this decision because there are various mechanisms that may be utilised to provide protection 

and these are best determined on a service-by-service basis; 

 That head-end aggregation not be included as a service feature because such a service 

configuration would compromise the dedicated nature of the DTCS service;  

 That the service description not include specific quality of service requirements. We support this 

decision because these features are typically negotiated commercially and a key differentiator 

used by access providers.  

The ACCC has proposed to incorporate two basic additional features into the service description – online 

ordering capability and enhanced service monitoring of faults. While Telstra does not consider that these 

inclusions are necessary, the proposed features are sufficiently generic and flexible that their inclusion is 

not likely to impede service differentiation by access providers. The service description should therefore 

remain a ‘reference point’ from which commercial constructs can be defined and priced. However, it 

remains unclear how the ACCC proposes to define an appropriate set of pricing benchmarks for these 

features. There will also be a cost to incorporate these additional features into the regulated product 

construct that should be considered in the FAD inquiry.  

 

 

 

 

 

 

 

                                                      
 
2 ACCC, Draft Report, p39. 
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02  The competition assessment reflects a market for transmission 
services that is increasingly competitive and should include non-
traditional providers 

 

2.1. The methodology adopted for a simplified competition assessment is sound 

 

Telstra supports the ACCC’s retention of a criteria-based approach to assessing areas for deregulation 

as well as the simplification of the competition assessment methodology from an eight step to a five step 

process. The simplified methodology better reflects the current state of the market, in which competitive 

intensity is heightened by industry consolidation, traffic concentration and ongoing fibre investment by 

traditional and non-traditional providers.  

The simplified assessment methodology removes three of the previously applied competition criteria, 

and Telstra’s view is that this is appropriate:  

 The requirement for the presence of ‘major’ transmission competitors (previously step 3), 

because the more general requirement that there be at least three independent owners of fibre 

infrastructure is a sufficient threshold to ensure “a basic level of competitive tension”3;  

 An assessment of demand based on fixed-line SIOs and DSLAMs in an ESA (previously step 

5), because this criterion is increasingly irrelevant as the industry transitions to the NBN; and   

 An assessment of pricing information (previously step 6), because evidence of non-Telstra 

transmission services is sufficient as an activity-based test.  

We understand the ACCC has applied this revised methodology in a comprehensive assessment across 

all exchange service areas (ESAs). It would be appropriate to make the details of this assessment 

available such that it can be reviewed and understood by all parties concerned. 

 

2.2. Non-traditional providers should be included in the competition assessment  

 

Given the competition assessment is route-based, it follows that any provider who exerts a competitive 

constraint on a particular route should be considered in the assessment for that route. In proposing to 

remove the requirement for the presence of ‘major’ transmission competitors (such that the three 

‘independent owners of infrastructure’ could be any three providers for the purpose of the assessment), 

Telstra’s position is that this should allow for the consideration of non-traditional transmission service 

providers in the competition assessment.  

Conversely, the ACCC has concluded that, in retaining the CBD connectivity criteria, “[t]his approach 

excludes non-traditional transmission service providers, such as electricity or rail companies…” Telstra 

accepts the rationale for retaining the CBD connectivity criterion, but disagrees with the ACCC’s 

conclusion with respect to non-traditional providers. While their network footprints may be limited 

geographically, where present these non-traditional providers do exert competitive constraint.  Further, 

non-traditional providers typically offer connectivity to major transmission hubs. For example, in 

Queensland there have been two recent developments that are directly relevant to competition in 

transmission markets: 

 Nexium Telecommunications, the carrier subsidiary of state government-owned Energy 

Queensland, is finalising a 10Gbps fibre backbone that will provide capacity connecting Cairns, 

                                                      
 
3 ACCC, Draft Report, p56. 
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Townsville, Blackwater, Toowoomba and Brisbane. This network will also have direct 

connectivity to all NBN POIs in Queensland4; and   

 The Queensland government launched "FibreCo Qld" promising to increase competition and 

bring down prices for backhaul in the State using 6000 kilometres of State-owned fibre 

infrastructure5.  

These developments will have a real and positive impact on competition in transmission markets in 

Queensland, and there are similar examples in other state and territories. The effect of these networks is 

such that they should be included in the count of independent fibre providers for the purpose of the 

competition assessment. The CBD connectivity criterion would remain to ensure those providers offer a 

genuine alternative. Without the detail behind the ACCC’s assessment outcome, it is unclear whether an 

approach that considered non-traditional transmission services providers would influence the 

deregulation of further routes.      

 

2.3. The outcome of the competition assessment reflects a market for transmission services that 

is increasingly competitive  

 

The outcome of the application of the revised competition assessment methodology per the Draft Report 

is to deregulate a further 137 metropolitan exchanges and 27 regional exchanges. This outcome reflects 

that incremental investments in new fibre are having a positive impact and the breadth of effective 

competition across transmission markets is increasing, as Telstra has previously advocated.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                      
 
4 As reported in ‘Communications Day’, Issue 5727, 4th October 2018. 
5 As reported in ‘Communications Day’, Issue 5777, 10th December 2018. 
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03  If adopting separate bandwidth categories and route 
classification for mobile backhaul, a consistent pricing approach 
is required 

 

The proposed changes to provide a separate service classification for mobile backhaul and to delineate 

commonly acquired speed tiers are unnecessary. They are a departure from the consistent, effective 

and well-understood approach to define the functional aspect of the transmission market simply as a 

wholesale input for the provision of various downstream communications services. This approach has 

been successful because it reflects that underlying wholesale transmission services have the same 

essential characteristics regardless of the end use case for which they are an input. The proposed 

changes, depending on the pricing methodology adopted, introduce a risk that different regulated price 

points could be determined for substantially similar services. If different classifications are adopted as 

proposed, the ACCC should adopt a common pricing methodology for distinct service classifications to 

avoid inconsistency which could lead to distortion in the market. 

Furthermore, where Telstra supplies low bandwidth services and mobile backhaul services, typically 

these have been negotiated commercially and the pricing is very competitive. The proposed changes 

therefore introduce unnecessary complexity that is unlikely to provide material benefit for access 

seekers.   

 

04  Accessing ‘points of interconnect’ is not a barrier to acquiring 
transmission services  

 

The ACCC proposes to amend the definition of ‘point of interconnection’ such that it is clear that an 

access seeker can acquire its main transmission link from one network provider and use another 

transmission provider to connect to a DTCS tail-end service. Telstra does not consider that this change 

is necessary.  As set out in previous submissions, Telstra has not received any direct feedback from 

access seekers regarding the point of interconnection being a barrier to acquiring transmission products 

(whether regulated or commercial) from multiple providers. Similarly, the ACCC notes that “stakeholders 

did not raise any facilities access issues that would impact on any-to-any connectivity.”6 If approached by 

an access seeker, Telstra has and will continue to negotiate reasonable arrangements for cross-

connection within the TEBA area at Telstra exchanges to facilitate acquisition of DTCS services from 

multiple providers.    

                                                      
 
6 ACCC, Draft Report, p66. 


