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01 Introduction 

Telstra is pleased to provide this supplementary submission to the Commission for consideration as part 

of its wholesale ADSL Final Access Determination inquiry process. The purpose of this particular 

submission is twofold: 

 

 To correct factual inaccuracies contained within other parties‟ submissions in response to the 

Commission‟s July discussion paper; and 

 

 To respond to questions raised by the Commission regarding the costs that would be incurred 

by Telstra if it was required to provide a Naked DSL service to wholesale customers. 

 

Upon reviewing other parties‟ submissions to the Commission‟s July discussion paper, Telstra has 

identified a number of factual inaccuracies and misstatements, the more salient of which it wishes to 

correct in order to ensure, as far as possible, that the current consultation process is fact-based and any 

conclusions drawn are based on the most up-to-date, relevant and accurate information. 

 

The factual inaccuracies identified by Telstra fall into a number of categories and are addressed as 

follows: 

 

 Section 2 addresses inaccuracies related to the issue of geographic exemptions to the Standard 

Access Obligations; 

 

 Section 3 corrects inaccurate statements around Telstra‟s requirement for an underlying PSTN 

service; and 

 

 Section 4 concerns misunderstandings around the question of potential changes to the points of 

interconnection for the wholesale ADSL service. 

 

Separately, Telstra notes that the Commission has sought further detail about the costs that would be 

incurred by Telstra if the Commission were to mandate a Naked DSL service. Section 5 sets out a more 

detailed breakdown of the upfront capital costs that would likely be incurred; as well as providing greater 

information as to the fault rates that occur when a PSTN service is not present on the line. 

 

Telstra would welcome the opportunity to provide further detail on any of the matters that it raises within 

this submission, in particular on the questions that have arisen around Naked DSL.  

02 Geographic exemptions 

In its previous submissions responding to Commission Discussion Papers in the public inquiry to make a 

final access determination (FAD) for the wholesale ADSL (WDSL) service, Telstra has called for the 

Commission to: 

 

 Exempt Telstra and other WDSL providers from the Standard Access Obligations (SAOs) in 

areas where there is effective competition in the market for WDSL services; and 

 

 At a minimum, exempt the 289 ESAs in which there are at least four providers of WDSL, 

 

which exemptions are hereafter referred to as “Geographic Exemptions”. Respondents to the 

Commission‟s second Discussion Paper
1
 – in which the Commission asked a number of questions 

around the potential impact of granting Geographic Exemptions – raised a number of objections to this 

request. Telstra has addressed a number of these objections below. Furthermore, the Commission has 

already explicitly used these powers on at least two occasions previously in the Fixed Lines Services 

                                                      
1
 Australian Competition & Consumer Commission, Public inquiry to made a final access determination for the 

wholesale ADSL service Issues Paper (a Second Discussion Paper), July 2012. 
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FAD process
2
 to incorporate the pre-existing WLR, LCS and PSTN OA Tribunal exemptions in the Fixed 

Line Services IAD and the initial FAD (in July 2011). 

2.1 The Commission has clear legislative power to apply Geographic Exemptions 

In its response to the Second Discussion Paper, Macquarie Telecom states that “there is some doubt” 

about the legal legitimacy of Geographic Exemptions, and claims that they would be “incompatible with 

Telstra’s structural separation undertaking”.
3
 

 

None of the other public submissions in response to the Second Discussion Paper appear to dispute that 

the Commission has the power to apply Geographic Exemptions, and it is notable that even the 

Macquarie Telecom submission uses heavily qualified language in respect of this issue.   Nonetheless, 

Telstra considers that it is important to respond to Macquarie Telecom‟s comments in order to ensure 

clarity.   

 

As Macquarie Telecom notes in its submission, the Telecommunication Legislation Amendment 

(Competition and Consumer Safeguards) Act 2010 (CACS Act) repealed sections 152AS and 152AT of 

the Competition and Consumer Act 2010 (Cth), which sections had empowered the Commission to 

apply ordinary individual and ordinary class exemptions from the SAOs.  However, the CACS Act also 

introduced new sub-sections 152BC(3)(h) and (i), which empower the Commission to: 

 

“provide that any or all of the [SAOs] are not applicable to any carrier or carriage service 

provider, either (i) unconditionally; or (ii) subject to such conditions or limitations as are specified 

in the determination”; or 

 

“restrict or limit the application to a carrier or carriage service provider of any or all of the 

[SAOs]”. 

 

Accordingly, the effect of the CACS Act was not - as Macquarie Telecom infers in its submission - to 

wholly remove the Commission‟s power to introduce exemptions of the type now under consideration.  

That power remains in the form of sub-sections 152BC(3)(h) and (i).  Any suggestion that the wording of 

these sub-sections does not confer on the Commission the power to exempt Telstra from the SAOs in 

certain defined geographical areas – being for example, a restriction on the application to Telstra of its 

standard access obligations – is simply incorrect by reference to a literal reading of that wording. 

  
Macquarie Telecom‟s submission also suggests that, notwithstanding the clear and unambiguous 

wording of sub-sections 152BC(3)(h) and (i), it was not the intention of the Parliament that they be used 

in a manner that would allow for application of Geographic Exemptions.  However, wording in the 

Explanatory Memorandum to the CACS Act clearly contradicts this.  Specifically, the Explanatory 

Memorandum states that:  

 

“The need for ordinary class exemptions is removed because the ACCC will be able to 

incorporate provisions in access determinations which remove or limit the obligation of carriers 

or CSPs to comply with some or all of the standard access obligations (see proposed 

paragraphs 152BC(3)(h) and (i))
4
 

 ... 

                                                      
2
 For example, by incorporating the Tribunal‟s WLR, LCS and PSTN OA exemptions in the initial FAD in July 2011; 

and subsequently in June 2012 when it granted interim exemptions in relation to WLR, LCS and PSTN OA when 
supplied over NBN. 
3
 Macquarie Telecom, Public Inquiry to Make a Final Access Determination for the Wholesale ADSL Service, 24 

August 2012, p2. 
4
 Explanatory Memorandum, Telecommunications Legislation Amendment (Competition and Consumer Safeguards) 

Bill 2010, p. 170. 
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At the time when the ACCC is making the first access determination, it will be able to include 

provisions under the proposed paragraphs 152BC(3)(h) or (i) limiting the application of the 

standard access obligations. Such provisions may have a similar effect to exemptions”
5
  

 

The Parliament therefore clearly contemplated that the Commission could use its powers under sub-

sections 152BC(3)(h) and (i) to apply exemptions similar in scope to those previously permitted by 

sections 152AS and 152AT, which would include Geographic Exemptions. 
 
Telstra also notes that Macquarie Telecom has suggested that the form or nature of the Commission‟s 
declaration of the WDSL service has somehow closed the door to the application of Geographic 
Exemptions via the FAD.  For the same reasons as noted above, Telstra considers that there is no legal 
basis for this view.  Further, Telstra considers that it difficult to understand why the submissions of 
Macquarie Telecom and several other parties infer that examination of this issue by the Commission 
during the FAD inquiry is a surprising development, given the Commission clearly indicated in its Final 
Decision Paper regarding declaration of the WDSL Service that the access determination inquiry may be 
used to consider whether any Geographic Exemptions should be applied.

6
 

2.2 Nothing in the SSU restricts the Commission’s ability to apply Geographic Exemptions 

In addition to expressing “some doubt” as to the legal basis for application of Geographic Exemptions, 

Macquarie Telecom claims that application of such exemptions by the Commission would be 

“incompatible with Telstra’s structural separation undertaking”.
7
  Similar suggestions are made in other 

submissions.
8
 

 

The Structural Separation Undertaking (SSU) is an undertaking given by Telstra to the Commission.  It 

does not constrain the Commission‟s powers or functions in any manner relevant to the issue of 

Geographic Exemptions.  This is reflected in clause 1.4 of the SSU, which reads as follows: 

 

“For clarification, nothing in this Undertaking constrains the ACCC’s powers or functions under 

the [Competition and Consumer Act 2010 (Cth)] or the [Telecommunications Act 1997 (Cth)] to 

any greater extent that expressly provided in [those Acts] respectively”. 

 

Accordingly, there is no basis on which it can be argued that the terms of the SSU somehow prevent the 

Commission from applying Geographic Exemptions. 

      

Finally, Telstra also does not believe that there need be any “incompatibilities” between Telstra‟s 

obligations under the SSU and the FAD for the WDSL service if the Geographic Exemptions are applied.  

Telstra considers that it would be able to comply with both instruments and would work with the 

Commission to address any relevant nuances in this regard. 

2.3 Telstra would not refuse to supply the WDSL service in exempt areas 

A number of submissions appear to infer that if the Commission were to grant exemptions from the 

SAOs in the 289 ESAs, then Telstra would refuse to supply WDSL in those areas. This ignores the fact 

that Telstra has been supplying the WDSL service nationally for a number of years in the absence of 

declaration. There is no reason to believe that Telstra would refuse to supply WDSL in areas that were 

exempt from the SAOs. This is further evidenced by the fact that during the period when the WLR/LCS 

exemptions applied, Telstra did not refuse to supply those services in the exempt ESAs. Furthermore, 

                                                      
5
 Ibid., p. 215. 

6
 Australian Competition & Consumer Commission, Declaration of the wholesale ADSL service under Part XIC of the 

Competition and Consumer Act 2010 - Final Decision paper, February 2012, p.56. 
7
 Macquarie Telecom, p2. 

8
 Refer, for example: Competitive Carriers‟ Coalition Inc, WADSL Final Access Determination Discussion Paper 

Response, August 2012, which states on p2 that “The retail DSL market serviced by the WADSL regulated product 
are national in character and creating a fragmented wholesale market ... would ... be inconsistent with the 
equivalence obligation in Telstra’s SSU.” 
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contrary to assertions in other parties‟ submissions
9
, Telstra did not raise its price for WLR in exempt 

areas; rather, it maintained the commercial price that was already in market in those areas prior to the 

WLR FAD. 

 

Optus alleges that “Telstra will have the ability to act in an unconstrained manner if the ACCC de-

regulates wholesale ADSL through geographic exemptions.”
10

 Furthermore, Optus states that “If Telstra 

is exempted from supplying wholesale ADSL in certain geographic areas, it will restrict Optus from 

supplying a WOB solution to its SMB customers.”
11

 The Competitive Carriers‟ Coalition (CCC) raises a 

similar point, stating “The proposal that WADSL should be exempted in some areas means that 

competitors would be forced to acquire from Telstra a combination of services and not a single national 

product.”
12

 This is incorrect. It is already common practice for Telstra‟s WDSL customers to choose to 

acquire WDSL in those ESAs where they do not have their own infrastructure and to combine this with, 

for example, ULLS/LSS and/or WDSL acquired from other providers. Furthermore, Optus misses the 

point that the constraint upon Telstra in the 289 ESAs is the existence of competition, including from 

Optus itself. Telstra refers the Commission to Section 2 of its August submission
13

 where it provides 

evidence of the competition that it faces within the 289 ESAs at both the retail and wholesale levels. As 

noted in that submission, Telstra supplied WDSL services now make up only [c-i-c begins] xxx [c-i-c 

ends] of the DSL market within the 289 ESAs. As at 1 September 2012, the total number of Telstra 

WDSL services in the 289 ESAs was around [c-i-c begins] xxx [c-i-c ends].
14

 This is a reduction of [c-i-

c begins] xxx [c-i-c ends] since 1 September 2009. It should be clear that within the 289 ESAs, Telstra 

is constrained by competition and does not (nor will it, if the Geographic Exemptions are applied) have 

the ability to act in an unconstrained manner, either by refusing to supply WDSL, by imposing restrictive 

conditions upon the supply of WDSL, or through the pricing of WDSL. Any assertions to the contrary 

simply ignore the competitive realities in the 289 ESAs. 

2.4 There are no capped exchanges in the 289 ESAs 

In its submission, Optus argues that exchange capping is one factor that significantly limits the ability of 

existing DSLAM deployment to act as a competitive constraint.
15

 This is not the case. As the 

Commission will be aware from the Exchange RKR, no exchanges are currently capped. Furthermore, of 

the 20 exchanges that are listed in the August 2012 Exchange RKR
16

 as „Potential Exchanges (Racks 

capped)‟, none of them are on the list of 289 ESAs that are the subject of the request for geographic 

exemptions from the SAOs. Telstra, therefore, submits that this argument is irrelevant. 

2.5 Sub-exchanges are not a significant factor 

AAPT and Herbert Geer claim that the presence of sub-exchanges provides a further limitation on the 

ability of ULLS/LSS-based competition to constrain Telstra in the supply of DSL services within the 289 

ESAs.
17

 Within the 289 ESAs, [c-i-c begins] xxx [c-i-c ends] of those ESAs contain sub exchanges. 

                                                      
9
 See Optus, Optus Submission in response to the ACCC’s Issues Paper Public Inquiry to make a Final Access 

Determination for the Wholesale ADSL Service, August 2012, p22 and AAPT, Submission by AAPT Limited (24 
August 2012) in response to ACCC Public inquiry to make a final access determination for the wholesale ADSL 
service Issues Paper (a Second Discussion Paper), p12. 
10

 Optus, p18. 
11

 Optus, p19. 
12

 Competitive Carriers‟ Coalition Inc, p2. 
13

 Telstra Corporation Limited, Response to the Commission’s Issues Paper (a second discussion paper) into the 
public inquiry to make a final access determination for the wholesale ADSL service – Non-Price Terms, 24 August 

2012. 
14

 Telstra also notes that Herbert Geer (for Adam Internet and iiNet) compares the number of WDSL services that 
Telstra supplies in 361 ESAs with the total number of WDSL services supplied by iiNet nationally (see p3 of the 
Herbert Geer submission). This comparison is misleading. The relevant comparator is the 289 ESAs, where the 
number of Telstra supplied WDSL services is around [c-i-c begins] xxx [c-i-c ends]. 
15

 Optus, pp13-14. 
16

http://www.accc.gov.au/content/item.phtml?itemId=1080040&nodeId=3a42b4a343165f340fb42a0475cac2c6&fn=T
elstra%20Exchange%20Access%20RKR%20summary%20-%202012-08.pdf 
17

 AAPT, p6-8, and Herbert Geer, p5. 

http://www.accc.gov.au/content/item.phtml?itemId=1080040&nodeId=3a42b4a343165f340fb42a0475cac2c6&fn=Telstra%20Exchange%20Access%20RKR%20summary%20-%202012-08.pdf
http://www.accc.gov.au/content/item.phtml?itemId=1080040&nodeId=3a42b4a343165f340fb42a0475cac2c6&fn=Telstra%20Exchange%20Access%20RKR%20summary%20-%202012-08.pdf
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The number of access services served from sub-exchange infrastructure within the 289 ESAs 

constitutes a very small percentage of access lines – just over [c-i-c begins] xxx [c-i-c ends] per cent 

as at September 2012. Further, in [c-i-c begins] xxx [c-i-c ends] of the [c-i-c begins] xxx [c-i-c ends] 

ESAs in which sub exchange infrastructure is in use, access seekers have installed DSLAM 

infrastructure at the sub exchange to provide services to the small subset of end users served from 

those sub exchanges.  

 

Ultimately – and as for Large Pair Gain Systems (LPGS) – Telstra does not and cannot apply different 

billing and charging requirements for end users and/or wholesale customers at a sub-exchange level.
18

 

Wholesale customers within the 289 ESAs (each of which contains at least the presence of 3 

competitive DSLAM-based service providers in addition to Telstra) benefit from the competitive 

outcomes this market structure confers. 

2.6 Large pair gain systems are not increasing in number 

Telstra notes that other parties appear to believe that the number of LPGS is increasing and that it will 

continue to do so.
19

 This is not the case. Telstra refers the Commission to its August submission
20

, 

where it is clearly stated that LPGS were deployed in the CAN at a time when it was considered a best 

practice approach for the cost effective extension of PSTN services to end users. At this time, Telstra 

has no plans to expand the use of LPGS in the network, although it would do so if the need arose.  

 

Telstra believes that these concerns regarding LPGS may have arisen as a result of a misunderstanding 

of Telstra‟s Top Hat program. For the avoidance of doubt – the Top Hat program involves the installation 

of IP DSLAMs (ISAMs) on top of existing street cabinets across the CAN; it does not involve the 

installation of new LPGS. This is made clear in the Top Hat announcement that was deployed to 

Telstra‟s WDSL customers in October 2011, a copy of which is attached at Annexure 1. 

2.7 Telstra’s Top Hat rollout does not block ULLS or LSS 

Following on from the above, Telstra notes that a number of parties have made assertions about the Top 

Hat program that are incorrect and highly misleading. Telstra refers the Commission to the annexed Top 

Hat announcement and has also addressed a number of the misleading claims below. 

 

First, Optus appears to be alleging that Telstra‟s Top Hat rollout is essentially a FTTN rollout, similar to 

that undertaken by Chorus in New Zealand.
21

 It is not. As noted above, the Top Hat program involves 

installing additional broadband capacity at existing sites across the CAN. Telstra has been deploying 

fibre-fed roadside cabinets – commonly referred to as LPGS or RIMs – in its network since the late 

1980s. The driver for LPGS historically was to avoid the high cost of installing new copper cable from the 

exchange. LPGS tend to be utilised at sites more distant from the exchange where the economics is 

most favourable and are typically deployed in response to growth in demand for copper pairs, such as 

for a new infill housing development or business park. Some of these existing sites provide POTS only 

while others have limited ADSL capacity (in terms of the number of available ports) and none have 

ADSL2+ capability. The ISAMs that are being deployed can have up to 384 ADSL2+ ports. The 

backhaul from the cabinets is, in some cases, being upgraded to Gigabit Ethernet, but (depending upon 

the location of the cabinet) can use a variety of Ethernet transmission technologies. 

 

                                                      
18

 Telstra notes that the submission by Herbert Geer (p4-5) points to the Tribunal‟s finding of fact regarding the 
imposition of a condition to the effect that the exemptions do not apply to a SIO in respect of which an end user 
cannot be supplied by way of the ULLS. As noted by Herbert Geer, the Tribunal accepted Telstra‟s position that the 
imposition of such a condition would be disproportionately expensive; hence the condition was not imposed. 
Telstra‟s position remains as it was at that time; that is, that such a condition would be disproportionately expensive. 
Telstra also notes that Herbert Geer confuses the fact that Telstra‟s service qualification systems can identify end 
users who are connected via a LPGS with Telstra‟s billing systems, which cannot. 
19

 AAPT, p8 & p11. 
20

 Telstra Corporation Limited, August 2012, p75. 
21

 Optus, p7-8. 
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Optus asserts that the Top Hat project will result in shorter copper length in the Telstra network.
22

 Again, 

this is not the case. As set out above, the Top Hats are being installed on top of the existing cabinets, 

hence the length of the copper from the cabinet to the end user premises is not impacted.  

 

Furthermore, the Top Hat program is not targeted at the ESAs where Telstra is seeking an exemption 

from the SAOs.
23

 As already stated, the sites where Top Hats are being installed are those sites where 

there is limited or no broadband capacity at present. Specifically, Telstra has prioritised those areas 

where ADSL penetration is below [c-i-c begins] xxx [c-i-c ends] and there is a known level of demand 

for the service. This is completely unrelated to the request for exemptions from the WDSL FAD SAOs, 

which in any case, should be clear from the timing of the Top Hat announcement – October 2011, with 

WDSL not being declared until February 2012. 

 

A number of parties assert that the Top Hat rollout will impede their ability to compete with Telstra via 

ULLS/LSS. For example, Macquarie states “Of further concern is Telstra’s “Project Top Hat” which will 

effectively block the use of copper lines for the provision of ULLS.”
24

 This is not the case and shows a 

clear misunderstanding of the Top Hat rollout and the use of LPGS/RIMs in the network. As noted 

above, LPGS have been deployed in the CAN since the late 1980s and typically was a RCM, RIM or 

CMUX for USO voice service provision. These sites are a mix of single feed (fibre only) sites and dual 

feed sites. At dual feed sites there is copper from the exchange and where there are spare copper pairs 

available, they can be enabled for ULLS from the exchange. Top Hats do not change the single feed or 

dual feed status of the site.  Single feed RIMs remain unavailable for ULLS; dual feed RIM sites remain 

available for ULLS subject to pair availability in the feeding cables from the exchange. Importantly, 

Telstra‟s systems and processes prevent an end user from transitioning from a working exchange-based 

service to a cabinet-based service. What this means in practice, is that an end user cannot transition a 

ULLS or LSS-based service to a Top Hat-based service provided by BigPond or WDSL acquirers. 

 

The list of Top Hat sites, together with forecast ready for service dates, is available on the Telstra 

Wholesale website. The processes for ordering these services are no different to other WDSL services 

and the pricing is also exactly the same as for other WDSL services. Provided that Wholesale customers 

have a valid WDSL Service Schedule, they are able to compete for the Top Hat services.  

03 Requirement for an underlying PSTN service 

3.1 The requirement for an underlying PSTN service is not a commercial construct  

As Telstra has consistently set out in its submissions to the Commission regarding the WDSL FAD, 

Telstra does have a technical requirement for there to be an underlying PSTN service before an ADSL 

service can be provisioned – this requirement applies equally to Retail and Wholesale end users. In 

particular, Telstra refers the Commission to Section 3 of its August submission, where the reasons for 

this technical requirement are set out.  

 

Telstra notes that other parties continue to incorrectly assert that WLR and WDSL must be acquired as a 

bundle. For example, Herbert Geer states “Telstra’s forced WDSL/WLR bundling limits consumer 

choice...”
25

 and goes on to state that: 

 

“Our clients have instructed us that Telstra bills WDSL completely separately to WLR. For 

example in ESAs where Telstra provides a discount for WDSL, i.e. Telstra’s Zone 1 ESAs where 

there are competitive DSLAMs, Telstra uses a manual override to amend the bills each month. If 

anything, WLR bundling places an additional impact on the billing system as Telstra has to 

check if bundling is present on each line.”
26

 

                                                      
22

 Optus, p7. 
23

 Optus, p13. 
24

 Macquarie Telecom, p5. Also see similar comments by the CCC (p1) and Optus (p13). 
25

 Herbert Geer, p16. Also see the CCC, p3. 
26

 Herbert Geer, p17. 
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It is not the case that WLR and WDSL must be acquired as a bundle. As Telstra set out in its August 

submission, only [c-i-c begins] xxx [c-i-c ends] of WDSL SIOs are supplied in conjunction with a PSTN 

basic access service from the same service provider. The technical requirement that Telstra enforces is 

that there must be an active PSTN service on the line before an ADSL service (from any provider) can 

be provisioned. The reason that WDSL is billed completely separately to WLR is that there is no 

commercial requirement for bundling the two services. If the commercial bundling that Herbert Geer 

asserts is occurring was being enforced, then its client [c-i-c begins] xxx [c-i-c ends] would have been 

unable to acquire a mere [c-i-c begins] xxx [c-i-c ends] WLR services from Telstra Wholesale, at the 

same time as it acquired over [c-i-c begins] xxx [c-i-c ends] WDSL services (as at end June 2012).  

3.2 There is a technical requirement for an underlying PSTN service  

A number of  submissions by other parties make broad (and unsubstantiated) assertions about the 

technical requirement for an underlying PSTN service that are based on incorrect assumptions about  

how Telstra actually supplies ADSL services (in a technical and operational sense) and the implications 

of requiring Telstra to decouple ADSL services from the underlying PSTN services. For example, AAPT 

states:  

 

“AAPT understands that the technology that Telstra uses to deliver W-ADSL is broadly similar to 

the technology that access seekers use to provide DSL services via the ULLS. AAPT can see 

no advantages, other than to Telstra, in maintaining the forced PSTN bundling requirement.”
27

  

 

Similarly, Herbert Geer states: 

 

“The technology that Telstra uses to deliver WDSL is not fundamentally different technology to 

that access seekers use to provide retail naked DSL services via the ULLS. Technologically, 

Telstra is not limited from removing what is in effect forced bundling of two services at both the 

wholesale and retail level, with the extra costs of a voice service frequently not wanted or 

required by consumers.”
28

 

 

Telstra considers that these arguments ignore key differences in the ordering, activation and assurance 

processes necessary for the deployment of ADSL (and Naked ADSL services). It is true that, like all 

ADSL providers, Telstra uses a combination of DSLAMs, BRAS and IGR devices to provide ADSL 

services. However, as Telstra has noted in its previous submissions
29

, Telstra has deployed ADSL on 

top of its existing PSTN network. This is completely different to access seekers like iiNet and Adam 

Internet (and others) that have deployed ADSL natively at the same time as they have deployed POTS 

services (delivered using POTS line cards within their DSLAMs) over ULLS, as the primary service using 

their DSLAM network. As such, the ordering, activation and assurance processes on access seeker 

networks is very different (and more likely to be able to deliver a Naked DSL service) than Telstra‟s 

network. 

04 Points of interconnect 

Other interested parties‟ submissions appear to confuse the use of a two-part pricing structure for 

Telstra‟s WDSL services (in which service charges are comprised of a per user DSL port charge and a 

per PoI AGVC or DSL V-LAN charge) with the issue of unbundling ADSL network elements to enable 

access seekers to acquire WDSL services closer to the end user than currently occurs. For example:  

 

“Macquarie is of the view that Telstra should offer the wholesale ADSL service with the option 

for access seekers of also acquiring from Telstra the AGVC or backhaul component.”
30

  

                                                      
27

 AAPT, p20. 
28

 Herbert Geer, p16. 
29

 Telstra Corporation Limited, August 2012, Section 3. 
30

 Macquarie Telecom, p14. 
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“Further, in the case of WADSL, the CCC believes access seekers should be offered the option 

to acquire the WADSL service without a bundled transmission or backhaul element. The 

evidence that this should be practically possibly is that the backhaul arrangements for ULLS 

services are acquired as a separate service. Again, the requirement that the AGVC backhaul 

component is acquired as a bundle is, in the view of the CCC, an exercise of market power by 

Telstra.”
31

  

 

“... the service purchased by access seekers effectively bundles the access component and 

AGVC (backhaul) component, though these components are priced separately in the IAD.”
32

  

 

The above views are not a correct interpretation of the AGVC, or DSL V-LAN charges – or how Telstra 

provides WDSL services over its ADSL network. The following points need to be clearly understood: 

 

 All parts of the ADSL network are necessary for the provision of Telstra‟s WDSL service. This 

includes the local loop, the DSLAM, transmission capacity from the DSLAM to higher network 

elements, BRAS devices and IGR devices (as well as necessary OSS and BSS to enable 

interoperability of these different network elements and overall service functionality). Telstra 

refers the Commission to Section 4 of its August submission for a more detailed explanation of 

all of the elements that make up Telstra‟s end-to-end WDSL service. 

 

 It is not possible to unbundle the DSLAM from other parts of the ADSL network (e.g. 

transmission, BRAS or IGR) and still supply an end-to-end WDSL service.  

 

 If access seekers wish to utilise more of their own (or third party) backhaul transmission 

infrastructure in servicing WDSL end users, this would require reengineering Telstra‟s network 

from an efficient, centralised topology, to an inefficient decentralised topology. This would 

require deploying BRAS and IGR devices to a greater number of sites (necessitating the use of 

more of these devices than is currently the case) and reconfiguring existing transmission paths 

(likely requiring the installation of additional transmission fibre) to accommodate this new 

topology. In any case, Telstra notes that as an alternative, access seekers are able to utilise the 

LSS and ULLS services to provide ADSL (and other) services to their end users in ESAs in 

which they have access to their own or third-party backhaul transmission services. 

 
 The AGVC and DSL V-LAN charging components of the WDSL price do not provide access to a 

specific part of the Telstra ADSL network, nor do they provide the carriage of DSL traffic over a 

defined network part. Rather, AGVC and DSL V-LAN provide access to aggregated traffic of all 

end users served by an access seeker accessible at a PoI.  

 

 AGVC and DSL V-LAN are a pricing construct. Telstra WDSL services are charged using a two-

part tariff, a monthly access charge per user, and a throughput charge for the aggregated traffic 

of all end user served by an access seeker accessible at the PoI. 

05 Naked DSL 

The Commission has sought further information from Telstra in relation to its arguments that mandating 

a Naked DSL service for Wholesale customers would lead to: 

 

 An ongoing increase in fault rates and hence service assurance costs; and 

 

 Significant upfront costs associated with the modification of Telstra systems in order to be able 

to deliver a Naked WDSL service.  

                                                      
31

 CCC, p3. 
32

 Nextgen Networks, Submission to ACCC Second Discussion Paper, August 2012, p2. 
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These issues are addressed in turn below. 

5.1 Increased fault rates would occur if Telstra was required to offer a Naked DSL service  

First, with regard to the issue of increased fault rates that would be expected to occur as a result of the 
supply of a mandated Naked DSL product, Telstra reiterates the points made in its August submission, 
namely: 
 

 Deterioration of joints in telecoms access copper (and aluminium) pair cables results from 

corrosion caused by moist air and actual water ingress to cables.   

   

 In order to maintain reliable electrical conduction through the joints, the use of a wetting current 

of several milliamps enables the joint to be remade through the oxide layers that develop, thus 

maintaining continuity.  

  

 For high quality, high cost business services based on SHDSL (BDSL), international standards 

include the provision of a continuous wetting current from the exchange to a sink in the SHDSL 

customer modem. 

 

 However, for ADSL services, which were designed to work on the same line as POTS, the 

underlying telephone service performs the wetting function, with the loop current breaking 

through the oxide layer whenever the handset is lifted.  Hence there is no provision for wetting 

current in the ADSL standards, and neither the exchange DSLAM nor the customer modem 

supports wetting current. 

 

 Lifting and replacing the POTS handset several times is a known measure for rectifying some 

types of joint problems on ADSL and POTS services. 
 
Given that Telstra does not provide a Naked DSL service, it is difficult to provide a definitive comparison 
of the fault rates that occur on a Naked DSL service as against those on a PSTN plus ADSL service. 
However, Telstra infers from other parties‟ submissions that they are aware of the increased fault rates; 
for example, Herbert Geer on behalf of Adam Internet and iiNet states “Our Clients question the 
relevance of this question. Our Clients do not propose that a naked ADSL service should stand in the 
place of a PSTN service....If end-users conclude that PSTN provides a better service and that is what 
they require, then they can choose to purchase it.”

33
 Similarly, AAPT states “...it appears to AAPT that 

the fact there may be quality differences between a PSTN service and an IP based service seems to be 
of little relevance.”

34
 Only Optus states that it is unaware of any difference in service quality issue with a 

Naked DSL service
35

, a view that is at odds with the experiences of Naked DSL end users
36

. 
 

Telstra is aware that ISPs who provide Naked DSL services do so via either the ULLS or by acquiring 

Naked DSL services from other wholesale providers. This is borne out by other parties‟ August 

submissions, most notably that by Herbert Geer on behalf of Adam Internet and iiNet, which states that 

their clients‟ Naked DSL services are provided via the ULLS.
37

   

 

Based upon this knowledge, Telstra has extracted a comparison of „Interference investigation requests‟ 

on the ULLS versus the LSS over a six month period. Interference investigation requests are DSL-

specific and require the attendance of a technician to investigate and rectify the fault. Interference 

investigations will capture the deterioration of joints that is described above. Telstra, therefore, believes 

                                                      
33

 Herbert Geer, p17-18. 
34

 AAPT, p21. 
35

 Optus, p4. 
36

 See for example, http://forums.whirlpool.net.au/forum-replies.cfm?t=1987071 and 
http://forums.whirlpool.net.au/forum-replies.cfm?t=1974831 
37

 Herbert Geer, p15. 

http://forums.whirlpool.net.au/forum-replies.cfm?t=1987071
http://forums.whirlpool.net.au/forum-replies.cfm?t=1974831


Wholesale ADSL Final Access Determination: supplementary submission to the second discussion paper – non-
price terms 

  

 

TELSTRA CORPORATION LIMITED (ABN 33 051 775 556) |  
 PAGE 12/16 

 
PAGE 12/16 

 

that the difference in the rate of Interference investigation requests between LSS (which does have an 

underlying PSTN service and hence a wetting current) and ULLS likely illustrates the increased fault 

rates that occur as a result of the lack of a wetting current. The comparative results are set out in Table 

1. 

 
Table 1: Interference investigations on LSS and ULLS 
 

  Mar-12 Apr-12 May-12 Jun-12 Jul-12 Aug-12 

Spectrum Sharing Interference 
Investigation requests   

[c-i-c 
begins] 

xxx 

xxx xxx xxx xxx xxx 

SSS SIO xxx xxx xxx xxx xxx xxx 

SSS Interference Investigation 
per SIO 

xxx xxx xxx xxx xxx xxx 

ULLS Interference Investigation 
requests 

xxx xxx xxx xxx xxx xxx 

ULLS SIO xxx xxx xxx xxx xxx xxx 

ULLS Interference Investigation 
per SIO 

xxx xxx xxx xxx xxx xxx [c-i-
c ends] 

ULLS rate v LSS rate 182% 178% 208% 175% 159% 159% 

 
As Table 1 shows, over the six month period from March to August 2012, the rate of Interference 
investigation requests for ULLS services is around 177% of the rate of Interference investigation 
requests for LSS services. This is a significant difference.  
 
It should be noted that Telstra charges its ULLS/LSS customers a Fee For Service (FFS) for Interference 
investigation requests. Currently, the FFS rates are as follows: 
 

During business hours: $85 + $35/15 minutes 

After hours: $270 + $50/15 minutes 

Telstra expects that these charges will be passed on to end users by their service provider, which 
appears to be borne out by some of the comments on the Whirlpool forums previously referenced. 
Furthermore, prior to requesting an Interference investigation, Telstra requires its Wholesale customers 
to carry out extensive testing of their own equipment to ensure that the fault does not lie there, which 
only adds to the time that the end user is experiencing an issue with their Naked DSL service. 

While it is difficult to forecast the demand for a Naked WDSL service – if such a service was to be 
mandated – it is clear that the likely result would be a higher rate of Interference investigation requests, 
with the attendant costs and poorer service quality for end users than is the case for WDSL services 
today. Clearly, such a requirement would also impose costs upon Telstra – its technicians would be 
required to spend a greater proportion of their time identifying and rectifying the faults that result from the 
lack of an underlying PSTN service, on top of the existing levels of field work that they are already 
required to carry out. 

For these reasons (and those set out in Section 3 of its August submission), Telstra considers that the 
Commission must recognise that a requirement to provide a wholesale Naked DSL offer would (subject 
to there being demand for such a service) lead to an increase in fault rates, and impose greater costs to 
identify and rectify faults as they occur. 



Wholesale ADSL Final Access Determination: supplementary submission to the second discussion paper – non-
price terms 

  

 

TELSTRA CORPORATION LIMITED (ABN 33 051 775 556) |  
 PAGE 13/16 

 
PAGE 13/16 

 

5.2 Systems costs to implement a Naked DSL service would be significant  

In its August submission, Telstra estimated that the upfront capital costs associated with the modification 

of systems to provide a Naked DSL service would be in the order of [c-i-c begins] xxx [c-i-c ends].
38

 

Telstra has provided below a more detailed breakdown of those costs, but it should be emphasised that 

this breakdown is still based upon a high level assessment of the systems that would be impacted and 

the resulting costs. In order to fully identify all of the costs that would be incurred, Telstra would need to 

undertake a full scale scoping exercise – this would involve developing detailed specifications of the 

changes that would be required to impacted systems and going out to vendors for estimates of the costs 

to implement those changes. Telstra estimates that such an exercise would take at least [c-i-c begins] 

xxx [c-i-c ends] weeks to complete, at a cost of up to [c-i-c begins] xxx [c-i-c ends] (and would require 

resources to be diverted from other projects internally). Therefore, if the Commission considers that it 

may be minded to include a requirement for a Naked WDSL service in the FAD, Telstra requests that it 

be given the opportunity to carry out this more detailed scoping exercise in order to properly inform the 

Commission‟s final decision. In the meantime, Telstra would be happy to discuss the likely systems 

modification requirements and costs with the Commission and make available the relevant subject 

matter experts in order to assist the Commission in understanding the extent and complexity of the likely 

system modifications. 

 

Table 2 sets out the more detailed breakdown of cost estimates for modifications and upgrades to 

selected systems that Telstra has been able to provide estimates for at this time. For a description of the 

relevant systems, Telstra refers the Commission to Table 3.2 in its August submission.
39

 It should be 

noted that Telstra has not at this time been able to identify a specific cost estimate for every system 

listed in its August submission and at that time, Telstra indicated to the Commission that its estimate of 

[c-i-c begins] xxx [c-i-c ends] was conservative – this is supported by the information in Table 2 below. 
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Table 2: Estimate of systems costs that would be incurred if Telstra was required to offer a Naked DSL 
service 
 

System Estimated cost 

[c-i-c begins] xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx 

xxx xxx [c-i-c ends] 

Furthermore, and as noted in Section 3 of Telstra‟s August submission, these systems costs do not 
include other costs that would arise as a result of the requirement to offer a Naked WDSL service, for 
example, business process costs and the costs of training field staff.  
 
Finally, Telstra observes that a number of other parties stated within their August submissions that the 
rollout of the NBN has impacted their DSLAM investment decisions. Notwithstanding the fact that many 
parties are continuing (and will continue) to invest in their own DSLAM infrastructure where it is efficient 
for them to do so

40
, some industry parties have made the following observations: 

                                                      
40
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“Macquarie has no current plans to invest in DSLAM and other copper based infrastructure 
irrespective of the competitive footprint. Macquarie has already formed the view that such 
investments are not viable. Moreover, there is a recognition that the telecommunications sector 
is fast transitioning to the NBN and as such investments in the copper network are increasingly 
less attractive. With scarce investment resources, Macquarie has a preference to invest in NBN 
related investment opportunities such as data centres.”

41
 

 
“DSLAMs investment costs are significant and the rollout of the NBN reduces the expected 
return from a DSLAM investment since it reduces the time available to earn revenue and recoup 
the investment costs.”

42
 

 
“A factor which could affect DSLAM investment is the deployment of the NBN if this truncates 
the period in which the capital costs of DSLAM investment can be recovered.”

43
 

 

Other parties‟ submissions point to the fact that the NBN rollout is impacting their own investment 

decisions in relation to services delivered over copper, yet at the same time, there appears to be little or 

no recognition that Telstra faces similar investment choices. The high level estimates of the costs of 

introducing Naked DSL are significant, the demand for such a service is unknown, and it is likely that the 

time to make the required systems changes would also be lengthy (and would require Telstra to divert 

significant internal resources from NBN related activities). 
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06 Annexure 1: Top Hat customer announcement 

 


