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31 May 2019 
 
Tara Morice  
Australian Competition and Consumer Commission (ACCC) 
Level 20, 175 Pitt Street  
Sydney  
NSW 2000  
 
By email: MTASinquiry@accc.gov.au  
Copy to: tara.morice@accc.gov.au and alison.sheehan@accc.gov.au 
 
 
 
[CIC begins] = information not to be released without a confidentiality undertaking 
 
 
 
Dear Ms Morice, 
 
The ACCC has released a Draft Report proposing to extend and vary the declaration of the Mobile 
Terminating Access Service (MTAS) for a further five years, and requested feedback from interested 
stakeholders. Telstra supports the key decisions outlined by the ACCC in the Draft Report, specifically: 
 

 Not to extend the declaration of SMS termination;  

 To maintain the declaration of mobile voice termination;   

 To maintain the current service definition to apply to mobile voice termination for the next 
regulatory period; and 

 To extend the amended declaration (excluding SMS termination) for a period of 5 years.  
 
This letter sets out Telstra’s response to each of these matters.  We also refer the ACCC to our 
submission to the Discussion Paper which sets out evidence supporting our position, particularly in 
relation to the removal of SMS termination from the MTAS service description.1 
 
SMS termination  
 
The Draft Decision sets out the ACCC position that SMS termination on a mobile network should not 
continue to be a declared service.  The key reason given for this position is the growth in the use of over-
the-top (OTT) messaging services as substitutes for SMS. Telstra strongly agrees with this position. Our 
submission to the Discussion Paper set out significant evidence supporting the competitive constraint 
placed on SMS by OTT applications.   
 
Telstra agrees with the ACCC that, for both person-to-person (P2P) and application-to-person (A2P) 
SMS, MTAS no longer represents a bottleneck to accessing an end-user for messaging purposes. The 
underlying trends that support this conclusion, including smartphone adoption, SMS plan inclusions, 
increasing data allowances and OTT messaging usage, only continue to strengthen with the passage of 
time. Telstra notes concerns have been raised that, in the absence of SMS regulation, there is a risk that 
mobile network operators (MNOs) could set unreasonable terms of access to such services.  However, 
Telstra considers the competitive constraint placed on SMS services by OTT applications means that 
MNOs effectively have no ability or incentive to raise SMS termination rates or provide SMS termination 
on unreasonable terms should declaration be removed.  As set out by the ACCC in the Draft Decision, 

                                                      
 
1 Telstra Corporation Limited, ‘Telstra submission to the ACCC public inquiry into the declaration of the Domestic Mobile 
Terminating Access Service’ (confidential version), September 2018.  
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this is reinforced by balanced SMS traffic which further removes any incentive to raise SMS termination 
rates.   
 
SMS termination (downstream A2P market) 
 
Telstra supports the ACCC’s characterisation of the downstream market for A2P SMS services, and its 
conclusion that extending the declaration is not required to promote competition in this market. Telstra’s 
supplementary submission to the Discussion Paper2 sets out our views on the delivery of A2P services, 
including that competition in the market means that MNOs do not have the ability or incentive to restrict 
access or impose unreasonable terms and conditions of access. Our submission also sets out our view 
that competition in the market occurs not just on the basis of price (including volume and spend 
commitment-based discounts) but also via the provision of value-added services.  
 
Several A2P service providers have raised concerns about the potential impact on the downstream A2P 
SMS market if the declaration of SMS termination were to be removed. For reasons set out below, 
Telstra disagrees and believes that competition in the downstream A2P SMS market would be largely 
unaffected. It is also important to recognise that A2P SMS services represent a small portion of total 
SMS traffic carried over mobile networks. On the Telstra network, A2P traffic comprises approximately 
[CIC begins] [CIC ends] of total messages by volume, and this ratio has been consistent over a number 
of years. In Telstra’s view, retaining SMS termination in the MTAS service description would be a 
disproportionate solution to address any potential detriment to A2P service providers.   
 
In the downstream A2P SMS market, aggregators and A2P service providers can exercise choice 
because there are no significant price or technical barriers preventing wholesale customers from 
choosing to use on-net or off-net services. In Telstra’s experience, aggregators predominantly choose 
on-net services, for which SMS termination is not an upstream input. While this choice is a matter for 
aggregators, we believe the key reasons why customers tend to prefer on-net services are technical; 
having agreements with each MNO provides redundancy in case a sending error occurs, and provides 
for more reliable delivery receipts. The proportion of off-net traffic delivered by Telstra is [CIC begins]  
[CIC ends] of overall A2P message volumes. Where customers do choose off-net services, the price 
differential to on-net services is very small and likely to remain so. 
 
Significantly, end-users of A2P messaging are finding new and innovative ways to contact their 
customers. Email and in-app messaging are alternatives that are widely used. But increasingly, the 
same trend towards OTT applications that is being observed in the P2P market is also acting as a 
competitive constraint on the A2P market. OTT providers are developing new products that are 
specifically tailored to businesses communicating with their customers. These substitute services at the 
retail level place competitive constraint on the wholesale A2P market and this pressure is likely to result 
in further reductions in wholesale bulk SMS prices over time.   
 
For these reasons, Telstra strongly agrees with the ACCC’s conclusion that, in the absence of declared 
SMS termination the downstream A2P SMS market will be largely unaffected. As such, ongoing 
declaration of SMS termination is not required to promote competition in A2P SMS markets. In fact, it is 
likely to hinder ongoing investment in mobile networks and substitute services, creating market 
distortions that are not in the long term interests of end-users (LTIE). 
 
Mobile voice termination 
 
Telstra supports the ACCC’s decision to maintain the declaration of mobile voice termination. We also 
agree with the ACCC’s conclusion that price and non-price competition in the retail mobile voice markets 
is strong. However, we re-iterate Telstra’s different characterisation of the retail voice market. As outlined 

                                                      
 
2 Telstra Corporation Limited, Letter addressed to Ms Tara Morice (supplementary submission in relation to the Application to 
Person market, 15 March 2019.   
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in our response to the Discussion Paper, Telstra’s view is that fixed-to-mobile (FTM) and mobile-to-
mobile (MTM) calls are largely substitutable, and further that OTT voice services have placed significant 
competitive pressure on traditional services, which has been reflected in price and service offerings. The 
ACCC acknowledges that the stagnation in traditional mobile voice minutes is in part driven by 
consumers’ increasing use of OTT applications3. As such, we conclude that there is a single converged 
retail market for mobile, fixed and OTT voice services.    
 
Notwithstanding this, due to technological limitation and limited take-up of OTT voice services on the 
fixed network, they remain only partial substitutes for traditional voice services. Because FTM and MTM 
calls, despite being substitutable in most cases, are both reliant on the same upstream input (the 
termination service), there remains an enduring potential for a bottleneck to re-emerge in the supply of 
these services. As such, we agree with the conclusion that it would be in the LTIE to continue to declare 
mobile voice termination services at this stage. Telstra would, however, encourage the ACCC to 
continue to monitor the evolution of this market, as it is likely that future technological developments and 
changes in consumer behaviour will in time justify a different conclusion, in particular with respect to the 
effective substitutability of OTT voice services.     
 
Scope of the declared service 
 
Telstra supports the ACCC’s decision to maintain the current technology-neutral service definition to 
apply to mobile voice termination for the next regulatory period. As detailed in our response to the 
Discussion Paper, Telstra considers that the regulatory settings for mobile voice termination are 
functioning well and remain fit for purpose; there is therefore no need to change the service description. 
Specifically, Telstra supports the clear rationale outlined by the ACCC for retaining international 
originating calls in the scope of the declaration, to avoid complexity and likely higher prices that would 
not be in the LTIE.  
 
Declaration period 
 
Telstra supports the ACCC’s decision to extend the declaration of mobile voice termination for a period 
of five years. This will provide certainty for industry, and adequate time to assess market developments 
that will impact on a future declaration decision.   
 
If you would like to discuss this further, please contact Justine Bond on (02) 9866 0269 or via email at 
justine.bond@team.telstra.com. 
 
 
Yours sincerely 
 

 
 
Iain Little  
Executive – Economic Regulation   
Legal and Corporate Affairs  
Iain.Little@team.telstra.com 

                                                      
 
3 ACCC, Communications Market Report 2017-18, February 2019, p3. 
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