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EXECUTIVE SUMMARY 
 
The ACCC has released a further consultation paper on updating the service description for the declared 
Domestic Transmission Capacity Service (‘DTCS’). This follows the release of the ACCC Discussion 
Paper reviewing the declaration for the DTCS (‘discussion paper’) in March 2018, which commenced the 
ACCC's inquiry to determine whether to extend, revoke, vary or allow to expire the DTCS declaration.  
 
In advance of making a draft decision in relation to the declaration of the DTCS, this further consultation 
paper seeks additional feedback from stakeholders in relation to four specific proposed amendments to 
the DTCS service description – incorporating additional features, separating bandwidth categories, 
introducing a mobile backhaul route classification and amending the definition of ‘point of 
interconnection’. 
 
Telstra’s view is the market for transmission services is functioning well – there is continuing investment 
in infrastructure and product innovation, strong price competition and genuine choice in most locations. 
Current regulatory settings have facilitated the development of effective competition. In this context, our 
position is amendments to the service description are not required as there is no market failure or 
material issue to be addressed. While commercial transmission products have evolved, the DTCS 
regulation still acts as an effective ‘reference point’ and need not specifically reflect the services provided 
on a commercial basis in a competitive market.  
 
Our submission explains why each of the proposed amendments to the service description is either not 
required or unlikely to have meaningful effect. In the final section, the submission also addresses our 
initial view on the appropriate competition criteria for the competition assessment to be carried out as 
part of the present declaration inquiry to determine whether a route should be declared or deregulated.  
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01 The current service description is effective and defining 

additional features is not required  
 

The ACCC is seeking submissions on whether it should include various ‘additional features’, commonly 

available in commercial transmission products, in the DTCS service description in order to align with the 

way the DTCS is sold and acquired in the market. Telstra submit such amendments are unnecessary 

because current regulatory settings have been, and will continue to be, effective in promoting 

competition. 

  

1.1. There is an increasingly competitive environment for the supply of transmission services 

 

There is an increasingly dynamic and competitive market for the supply of transmission services, 

including in regional and rural areas. Access seekers benefit from competitive prices and continuing 

investment and innovation in the services provided1. Underlying these trends is increased infrastructure-

based competition, as demonstrated by the data recently published by the ACCC and gathered from 

access providers under the Infrastructure Record-Keeping Rule2. Analysis of this dataset demonstrates 

that reach of competitive fibre is growing and that, over the five years to September 2018:  

 The number of Exchange Service Areas (‘ESAs’) with two or more fibre providers has 

increased by 436 to 2236; 

 The number of ESAs with three or more fibre providers has increased by 369 to 1268; and  

 All NBN Points of Interconnect (‘POIs’) have a minimum of three fibre providers present, with 

83% having more than three.     

 

In the five months since Telstra provided its response to the discussion paper, further announcements 

have been made that will further promote competition in transmission markets. For example: 

 The Queensland government is packaging up utilities fibre assets in order to offer wholesale 

transmission services up to 10GB3;  

 The Western Australian government is proposing a Grain belt Digital Enhancement Project 

which would involve backhaul investment for the State’s south west, primarily to deliver better 

broadband services4;  

 The ‘Ten Gigabit Adelaide’ initiative, in which TPG is partnering with the City of Adelaide to 

deliver a high capacity, symmetrical and uncontended fibre network, will potentially be 

expanded5; and  

 NBN launched the NNI Link product which allows access seekers to acquire AVC and CVC 

requirements directly from NBN but without needing to physically connect to all 121 POIs6. 

 

 

                                                      
 
1 Telstra, ‘Review of the declaration for the Domestic Transmission Capacity Service (DTCS) - Telstra’s response to the ACCC’s 

discussion paper’, 20 April 2018, p4-5.  
2 ACCC, List of ESAs with 2 or more fibre providers September 2018’, viewed at https://www.accc.gov.au/regulated-
infrastructure/communications/transmission-services-facilities-access/domestic-transmission-capacity-service-declaration-inquiry-
2018-2019 on 19 September 2018. 
3 As reported in CommsDay Issue 5628, p1, on 21 May 2018. 
4 As reported in CommsDay Issue 5707, p1, on September 6 2018. 
5 As reported in CommsDay Issue 5651, p1, on June 19 2018. 
6 NBN Co, ‘NBN Co launched NNI Link’, viewed at https://www.nbnco.com.au/corporate-information/media-centre/media-
statements/launch-of-NNI-link.html on 6 July 2018.  

https://www.accc.gov.au/regulated-infrastructure/communications/transmission-services-facilities-access/domestic-transmission-capacity-service-declaration-inquiry-2018-2019
https://www.accc.gov.au/regulated-infrastructure/communications/transmission-services-facilities-access/domestic-transmission-capacity-service-declaration-inquiry-2018-2019
https://www.accc.gov.au/regulated-infrastructure/communications/transmission-services-facilities-access/domestic-transmission-capacity-service-declaration-inquiry-2018-2019
https://www.nbnco.com.au/corporate-information/media-centre/media-statements/launch-of-NNI-link.html
https://www.nbnco.com.au/corporate-information/media-centre/media-statements/launch-of-NNI-link.html
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1.2. The current regulatory settings have supported the development of effective competition  

 

Notwithstanding that the DTCS markets have evolved since the service was first declared over 20 years 

ago, the current service description continues to define the features ‘inherent’ in all transmission 

products (i.e. dedicated, uncontended, symmetric). In defining the service description in this manner, the 

declaration and regulated pricing can apply flexibly as a ‘reference point’ or ‘anchor’ for pricing of various 

enhanced transmission products. Telstra’s position is that a service description defined by reference only 

to inherent features has supported the development of effective competition in transmission markets. 

This approach is well-established and will continue to be appropriate to regulate the transmission market 

as commercial transmission products, available additional features and bandwidths requirements 

continue to evolve. The market has been effective in setting competitive prices for commercial constructs 

(for example, Telstra’s Managed Lease Line service) which are often priced by reference to the 

regulated prices (e.g. a ‘DTCS-minus’ or ‘DTCS-plus’ approach). The ACCC has echoed Telstra’s view 

in saying that ‘generally….a declared service should be defined in terms of its inherent features’7. 

The effectiveness of competition in the market for transmission services indicates the current regulatory 

settings are working and less regulation is justified. The proposal to add additional features (online 

ordering capability, enhanced service monitoring of faults, enhanced technical support and head-end 

aggregation) to the DTCS service description is not required because the current service description is 

effective. Only one submission (of eight total) in response to the discussion paper suggested additional 

defining additional features in the DTCS service description would be appropriate.   

 

1.3. There are practical challenges to adopting additional features in the service description  

 

Telstra acknowledge the ACCC is not proposing the additional features be incorporated as standard 

features in the service description. However under the proposal, if an access provider supplies these 

additional features in the market, they would be captured by the declaration. The amendment thus has a 

material effect. This invites questions about what services the regulation would capture, and how those 

services would be priced under a Final Access Determination (‘FAD’). This assessment would be made 

difficult by the manner in which additional features are defined and priced in the market. Practical 

challenges we foresee include: 

 Aligning a clear definition for each of the additional features when there are no standard 

industry-accepted definitions (e.g. the nature of ‘enhanced technical support’ provided by 

access providers varies significantly);  

 Pricing for additional features in the market is often ‘built in’ to commercial pricing constructs, 

which will impact the ability to define an appropriate set of pricing benchmarks for each feature; 

 A service configuration that includes head-end aggregation risks the dedicated nature of the 

service inherent to DTCS. An access provider would not be able to guarantee a service to be 

uncontended because bandwidth is shared by multiple aggregated services and capacity is 

managed by the customer; and  

 In Telstra’s experience, head end aggregation is not a ‘common’ feature; [CIC begins] [CIC 

ends]. 

It is true quality-of-service type features in transmission services are very common. This does not mean 

that it is necessary the service description should be amended so it better aligns to the way DTCS is sold 

and acquired in the market. The development of additional features over time has been in response to 

demand; that these features are more common is a good outcome for access seekers. Competition 

provides a natural incentive for access providers to raise the bar in servicing customers, and as such 

                                                      
 
7 ACCC, ‘Further consultation on updating the DTCS service description’, 31 August 2018, p5. 
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seeking to regulate a set of additional features just introduces unnecessary complexity into the service 

description that will not deliver outcomes in the long-term interests of end users (‘LTIE’).  

 

02 Defining separate bandwidth categories in the service description 
is unlikely to have material effect 

 

The ACCC seeks submissions in relation to a proposal to separate the DTCS service description into 

three bandwidth categories (low, medium to high and very high bandwidth). Specifically, the ACCC is 

seeking views as to whether identifying separate bandwidth categories would assist in pricing 

deliberations under the next FAD. This matter has been raised in response to feedback from Optus in its 

submission to the discussion paper. The relevant underlying concern expressed in Optus’ feedback is 

that the ‘omnibus approach [to DTCS regulation] could not adequately deal with pricing issues raised by 

2 Mbps services.’8 

In relation to this concern, our view is: 

 

 The ACCC already has the ability to take a different pricing approach for low bandwidth 

services, as was the case in the 2016 FAD; and  

 Where Telstra supplies low bandwidth services, historically these have been negotiated 

commercially and the pricing is very competitive. 

 

We note low bandwidth (less than 10mbps) dedicated and uncontended transmission services are 

increasingly being replaced by ‘access’-type shared services, including services supplied by NBN Co.   

We consider the proposed amendment to define separate bandwidth categories in the service 

description is unlikely to achieve a meaningful outcome. The reference pricing dataset available to the 

ACCC to support a rational regulated price determination across all bandwidths remains the same 

irrespective of the proposed amendment. Defining separate bandwidth categories in the service 

description therefore introduces unnecessary complexity. 

  

                                                      
 
8 Optus, ‘Submission in response to the ACCC discussion paper – DTCS (public version)’, April 2018, p14. 
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03 Defining mobile backhaul routes separately is unlikely to assist 
delivery of mobile services in regional areas  

 

The ACCC seeks submissions in relation to a proposal to identify mobile backhaul markets as a distinct 

route type given the ‘unique demand, supply and cost characteristics inherent in the delivery of mobile 

backhaul services (particularly in regional areas)’. Specifically, the ACCC is seeking views as to whether 

this change would assist the delivery of mobile services in regional areas. 

 
The approach to defining the functional market for the DTCS has always been as a wholesale input for 

the provision of various downstream communications services. This approach has recognised the 

underlying wholesale transmission services have the same essential characteristics regardless of the 

end use case for which they are an input. The proposal to define a separate market for mobile backhaul 

services represents a departure from this consistent approach. This departure is not justified because 

the costs to deliver mobile backhaul (and hence the pricing) remain, as per other transmission services, 

a function of location, distance and bandwidth. A separate pricing approach under the FAD would not be 

required. Telstra also detailed in its response to the discussion paper increasing competition in the 

provision of mobile backhaul services9.  

 

While Telstra acknowledges that there are sometimes economic challenges to deploying mobile network 

infrastructure in regional areas, these affect all MNOs. There are measures in place to overcome these 

challenges and promote investment and competition, including public/private co-investment models such 

as Mobile Blackspot programs and optimised facilities-sharing arrangements (the Facilities Access Code 

is currently under review). Conversely, the proposed amendment to the DTCS service description is 

unlikely to assist the delivery of mobile services in regional areas because it won’t affect the economic 

challenges of deploying mobile infrastructure. Telstra further notes that none of the submissions in 

response to the discussion paper advocated for a separate route classification for mobile backhaul, and 

VHA submitted that such a change is ‘unlikely to achieve any meaningful impact’10.  It is therefore not 

clear what concern the ACCC is seeking to address through such an amendment to the service 

description.   

  

                                                      
 
9 Telstra, ‘Review of the declaration for the Domestic Transmission Capacity Service (DTCS) - Telstra’s response to the ACCC’s 
discussion paper’, 20 April 2018, p10. 
10 Vodafone Hutchison Australia Pty Ltd, ‘Declaration of the DTCS - Submission to the ACCC (public version)’, April 2018, p7. 
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04 There are no barriers to cross-connecting a transmission service 
at a Telstra exchange, thus amending the definition of ‘point of 
interconnection’ is not required  

 

The ACCC is considering whether it is appropriate to amend the definition of ‘point of interconnection’ 

such that it would allow an access seeker to acquire its main transmission link from one network provider 

and use another transmission provider to connect to a DTCS tail-end service.  

 

This matter was not raised by any stakeholders in response to the discussion paper, and Telstra has not 

received any direct feedback from access seekers regarding the point of interconnection being a barrier 

to acquiring transmission products. Telstra already allows an access seeker to cross-connect a tail-end 

service to a third party’s backhaul link within the TEBA area at Telstra exchanges, and therefore 

considers that the amendment proposed by the ACCC is not required to achieve the stated objective.  

 

Telstra welcomes further engagement with the ACCC to understand the underlying issue they are 

seeking to address in relation to the point of interconnection. 
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05 Detailed competition assessment is appropriate, however various 
of the competition criteria can be amended to reflect the current 
market  

 

 
In addition to the matters raised in the further consultation paper, the ACCC has sought industry views 
on the competition assessment methodology used to determine whether a route should be declared or 
deregulated. The ACCC notes there have been significant changes in the industry since the 2013-14 
Declaration Inquiry (including consolidation, investment and NBN rollout), and considers it is timely to 
review the competition criteria to ensure they reflect the current market. The competition assessment 
methodology adopted in the 2013-14 Declaration Inquiry is contained in Appendix 1. 
 
Telstra supports the ACCC’s proposal to use a criteria-based approach in its DTCS competition 
assessment, and agrees there is scope to update the competition criteria to reflect the current market 
dynamics. Should ESAs remain the base geographic unit for the definition of DTCS routes, it is 
appropriate that the ACCC conduct the competition assessment at the ESA level. It is likely that 
incremental investments in new fibre and increasing price competition will justify deregulation of further 
regional DTCS routes when applying a competition criteria approach.  
 
With reference to the methodology set out in the flow chart in Appendix 1, we consider: 
 

 Regional utilities companies (e.g. TransGrid and Powerlink) and other non-traditional fibre 

providers (e.g. rail corporations) continue to invest in transmission capability and should be 

included in the competitive assessment. In Telstra’s experience these providers are effective 

competitors on both price and geographic diversity. We propose Step 1 of the ACCC 

methodology be retained, and Step 3 removed; 

 The ‘very close proximity to a Telstra exchange’ requirement (Step 2) should be removed such 

that the fibre providers need only have a presence in the relevant ESA (irrespective of distance 

from the exchange). Our view is based on our experience that where fibre providers have a 

presence in the relevant ESA this leads to competitive pricing outcomes given Telstra is not 

always a point of interconnection; 

 Connectivity to CBD ESAs (step 4) is important for effective competition, but given the 

extensive national footprints of the four largest transmission providers it doesn’t merit specific 

assessment in most cases. Should the ACCC consider removing Step 3 such that regional 

transmission providers are counted in the assessment, this criteria could remain to ensure 

those providers offer a genuine alternative;  

 The criteria that the ACCC has historically applied when assessing the level of demand (based 

on DSLAM numbers and ULL SIOs – Step 5), is increasingly irrelevant with the rollout of the 

NBN. An alternative measure for demand is not required as the remaining criteria are sufficient 

to perform a robust assessment; and 

 Both leased and owner operated capacity should be taken into account in assessing the level 

of competition on routes, particularly to NBN POIs.  

 
Finally, Telstra submits there is no need to adopt additional criteria because the ACCC already has the 

flexibility to apply a qualitative route-based approach as required. These are Telstra’s initial views and 

we look forward to engaging with the ACCC further once specific proposals for amending the 

competition criteria are developed.  
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Appendix 1: ACCC Competition Assessment Methodology11 

 

                                                      
 
11 Australia Competition and Consumer Commission, ‘Final Report – Review of Declaration for the Domestic Transmission Capacity 
Service’, March 2014, p14. 

 


