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17 February 2006 
 
 
 
 
 
Mr John Bahtsevanoglou 
Telecommunications Group 
Australian Competition and Consumer Commission 
GPO Box 520J 
Melbourne   VIC   3001 
 
 
 
 
 
Dear Mr Bahtsevanoglou, 
 
 
I refer to the request by the ACCC for written submissions in relation to its discussion paper, 
A Strategic Review of the Regulation of Fixed Network Services, dated December 2005. 
 
I attach for your information a brief submission by TransACT Capital Communications Pty 
Ltd, relating to the discussion paper. 
 
Should you require any further information, please do not hesitate to contact me. 
 
 
 
Yours sincerely, 
 
 
 
 
 
Dianne O’Hara 
Company Secretary 
General Manager TransACT 
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SUBMISSION TO THE ACCC:  STRATEGIC REVIEW OF THE REGULATION OF 
FIXED NETWORK SERVICES 
 
 
Background 
 
TransACT Capital Communications Pty Ltd (TransACT) welcomes the opportunity to 
respond to the ACCC’s inquiry into the future regulation of key fixed network and wholesale 
services.  TransACT understands that the ACCC’s inquiry is seeking views on matters 
including: 
 
 future regulation of a number of significant declared services (including LCS, ULLS, 

PSTN originating and terminating access and LSS); 
 
 possible impact of Telstra’s recent network announcements relating to the deployment of 

new core and local networks; and 
 
 need for additional service declarations. 

 
TransACT has sought to address those aspects of the matters listed above of which TransACT 
has operational experience or which will impact upon the operation of the company. 
 
Services currently provided by TransACT 
 
TransACT is an ACT-based, privately owned telecommunications company, formed in 2000.  
The company has invested over $200 million in the construction and operation of a full 
service communications network throughout the ACT.  The TransACT network operates as 
an open infrastructure platform available to a range of service and content providers and is 
capable of supporting a diverse range of communications services.  TransACT provides fixed 
line telephone services, mobile phone services, permanent high speed internet and data 
connections, subscription television and video on demand. 
 
To date, TransACT has deployed its network in two major phases, as follows. 
 
The TransACT phase I network is based on fibre to the curb (VDSL) architecture in which 
high capacity optic fibres are taken within approximately 300 metres of the connection to the 
home.  TransACT offers telephony, broadband data connections (from 256kbps through to 
10Mbps) and video services (including subscription television and video on demand) to its 
phase I customers. 
 
In late 2003, TransACT commenced the deployment of phase II of the TransACT network.  
TransACT’s phase II network uses Telstra’s ULLS to deliver a voice and data service.  The 
phase II network utilises TransACT infrastructure from the TransACT head-end to the 
various Telstra exchanges (including the location of DSLAMs within the exchange).  
TransACT currently offers telephony and broadband data connections (from 256kbps through 
to 2Mbps) through its phase II network. 
 
In TransACT’s experience, it is able to compete most keenly in those areas within its own 
network footprint.  TransACT is able to compete effectively within the long distance and 
fixed to mobile markets through the utilisation of a range of interconnection agreements with 
a number of carriers and its own terminating/originating capacity.  Competition within the 
local market through utilisation of the LCS is commercially feasible only where the long 
distance and fixed to mobile margins are available. 
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Current and prospective bottleneck significance of the CAN 
 
TransACT is one of a number of providers who have deployed a network utilising Telstra’s 
ULLS.  Since 2003, TransACT has progressively deployed DSLAMs throughout a number of 
Telstra’s exchanges within the ACT and Telstra’s exchange in Queanbeyan, New South 
Wales.  TransACT utilises its own fibre backhaul from the exchanges to the TransACT head-
end facility.  The deployments have facilitated the supply by TransACT of a range of 
competitive services, but have also required significant infrastructure and operational 
investment by TransACT.  An important component in TransACT’s decision to proceed with 
its DSLAM deployments related to ULLS pricing and an expectation that ULLS pricing 
would decrease over time.  One of the major factors constraining TransACT from proceeding 
with further DSLAM deployments throughout other ESA banded areas relates to the ULLS 
pricing for these areas and the difficultly in being able to offer competitive products in these 
areas. 
 
Telstra’s network announcements 
 
TransACT notes and endorses the ACCC’s view in regard to the current lack of clarity in 
Telstra’s new network plans – and in particular in relation to the proposed fibre to the node 
(FTTN) access network, the status of the existing copper from Telstra exchanges and the 
means by which interconnection to nodes and other services will be provided.  While it is 
difficult to comment on general network development announcements, TransACT notes: 
 
 the FTTN announcement does not appear to apply to the Australian Capital Territory 

(ACT) in the first instance, although with the deployment of RIM and CMUX 
technologies, selective areas within the ACT effectively have a FTTN-type architecture 
now.  These are areas where TransACT cannot readily access Telstra’s ULLS, and so 
consumers remain constrained in their choice of provider, products and pricing.  
TransACT’s experience to date has been that there is a high level of consumer frustration 
within the areas that consumers are unable to access products and services from other 
providers; 

 
 TransACT is concerned that the significant investment it has made over the past two 

years in deploying and operating DSLAMs will effectively become stranded before a 
satisfactory commercial outcome for the investment can be obtained; 

 
 the practical issues associated with multiple street cabinets for alternate POI and their 

associated power, cooling and security systems.  TransACT anticipates there would be 
regulatory authority approval difficulties, as well as significant community backlash if 
numerous additional street cabinets were to be situated near a Telstra cabinet, which in 
turn is likely to be situated next to a Telstra DA pillar.  Should Telstra’s FTTN plans 
ultimately proceed, it may be necessary to impose the requirement that Telstra’s street 
cabinet is designed to accommodate competitor equipment (in the same way that TEBA 
does this now within an exchange); 

 
 the disaggregated nature of FTTN is likely to result in a significant increase in the cost of 

DSLAM equipment, due to the large number that will be required to be deployed 
compared to the lesser requirement associated with a more centralised deployment.  It 
would be necessary to source new DSLAM and associated equipment suited to a more 
decentralised FTTN arrangement; 

 
 this disaggregation may also place increased pressure in the timely resolution of faults 

across the customer base; 
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 consideration should be given to the retention of the copper network between the 
exchange and the node, so that essentially there is no change to current ULLS 
arrangements.  One resultant benefit is the additional capacity created with the migration 
of Telstra’s customers to the fibre network.  However, it is understood that there may 
technical issues associated with such an approach, resulting from different attenuation 
levels across the copper delivering a signal from an exchange-based DSLAM to that 
delivering a signal from a node. 

 
Need for continued regulation of ULLS 
 
In TransACT’s view, the uncertainty surrounding the 15 November 2005 Telstra network 
announcements in terms of timeframes and deployment methodologies clearly indicates the 
need for continued regulation in several key areas, including ULLS.  TransACT believes the 
ULLS regulation has been instrumental and successful in promoting competition and 
consumer choice. 
 
In particular, Telstra’s recently announced FTTN deployment plans will impact on the 
manner of regulation of the ULLS and therefore appear to necessitate the regulation in this 
area being adjusted so as to better address a bottleneck at a different access point.  However, 
Telstra has reportedly placed its fibre to the node network on hold,1 indicating that the current 
CAN bottleneck will remain in place for a future period of time, and therefore indicating a 
continuing need for regulation of the ULLS. 
 
Key risks for TransACT associated with its ULLS deployment are listed below: 
 
 TransACT has made a considerable investment in its ULLS deployment.  The capital 

costs involved in enabling an exchange are not insignificant.  Any changes Telstra makes 
to their CAN or exchanges can have a serious detrimental impact on this investment; 

 
 if Testra were able to unilaterally and artificially price the ULLS in an unregulated 

environment, TransACT would have to pass through these costs to the consumer or erode 
margins of its own products.  This places Telstra at a competitive advantage as was seen 
through ADSL pricing introduced by Telstra in February 2004; 

 
 TransACT is subject to a range of non-price terms and conditions imposed by Telstra that 

can make ongoing management of the ULLS deployment cumbersome and unduly 
expensive. 

 
TransACT’s aim is to be in a position to reach as many consumers within the ACT and its 
immediate surrounds as possible.  Part of this means offering products and services to 
consumers through the utilisation of the ULLS.  Uncertainty surrounding pricing brings a 
greater business risk associated with such a deployment, which would be assessed as part of 
the overall business planning that precedes any such deployment.  TransACT notes the 
ACCC’s view that the take up of ULL services has been disappointing and centres mainly on 
business and inner metro areas.2 TransACT’s DSLAM deployment is in fact providing 
competition and quality products and services directed largely at residential markets 
throughout the ACT and NSW.  The residential consumer take up of telephony services and 
broadband products in these areas has indicated strong consumer demand and the existence of 
demand for alternatives to Telstra’s offerings. 
 
TransACT’s operational experience of its ULLS deployment indicates that a number of the 
potential benefits of ULLS identified by the ACCC remain relevant in terms of ongoing 
                                                 
1  Communications Day, 14 February 2006 
2  Discussion Paper, page 42 
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deployments.  Utilisation of a regulated ULLS and its investment in DSLAM technologies has 
enabled TransACT to access a greater market footprint and to offer high speed data services 
to consumers.  While TransACT acknowledges that access to the ULLS within a regulated 
framework has lessened the need for investment in duplicate, local loop infrastructure, 
TransACT has made significant DSLAM investment in order to provide innovative products 
and increase the availability of broadband services to consumers throughout the ACT and it 
immediate surrounds. 
 
TransACT continues to evaluate future deployments utilising ULLS, with future regulation 
and pricing an important consideration as to whether the deployments should proceed.  
TransACT is also most concerned about the adverse affect a deregulated ULLS would have 
on its existing DSLAM investment throughout its phase II network in the ACT and 
subsequent competition and pricing in the consumer market.  It is therefore TransACT’s 
strongly preferred position that regulation of the ULLS continue and that there be a 
mechanism for additional service declarations for future networks. 
 
TransACT believes that continuing the ULLS declaration will actively encourage access 
seekers to continue to develop products via technology innovation that enable them to 
differentiate their products in an extremely competitive environment.  The increasing 
deployments of ADSL2+ capabilities through many DSLAM deployments is one such 
example.  It has not been TransACT’s experience that the continuing declaration of the ULLS 
would therefore adversely impact the incentives to invest in alternative infrastructure or 
technologies. 
 
TransACT acknowledges that the emergence of a number of ‘by-pass’ or alternative access 
technologies (such as wireless) may over a period of time affect the requirement for ULLS 
regulation. However, TransACT would point out the following as a cautionary note to 
adjusting regulation of fundamental services on the basis that competitors can access markets 
through the use of alternate technologies: 
 
 deployments such as wireless do not generally provide universal coverage or a sufficient 

range of products and services; 
 
 a lack of universal coverage means such deployments may lack the critical mass required 

in order to provide competitive services; 
 
 many alternate technologies are extremely capital intensive, and may only be 

contemplated by competitors after they have secured a substantial customer base through 
a less costly avenue (ie the ‘stepping stone’ approach3); 

 
 the difficultly in striking a balance between providing alternate networks but avoiding 

inefficient duplication. 
 
The ACCC raises the concern that ongoing regulation of the ULLS would deter investment by 
access-seekers in alternate technologies.4  Notwithstanding the cautionary points listed above, 
there are still incentives for access seekers to ultimately develop and implement their own 
access network solution, as follows: 
 
 avoidance of paying application and ongoing line rental charges to Telstra; 

 
 not being reliant on Telstra to some extent in trying to satisfy performance service level 

obligations to consumers; 
                                                 
3  Discussion Paper, page 43 
4  Discussion Paper, page 48 
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 avoidance of the significant operational overhead in the processing of customer 

connections through Telstra. 
 
Requirement for additional service declarations 
 
Telstra announcements 
 
TransACT would agree that previously defined market sectors5 in relation to fixed line 
services remain relevant.  The manner of accessing those markets would change if Telstra 
proceeds with its announced FTTN deployment, but it is not as yet sufficiently settled so as to 
comment meaningfully on the manner of change to access regulation.  The uncertainty 
surrounding the Telstra network announcements makes it difficult to determine whether and 
what additional service declarations may be required in future in order to ensure the continued 
supply of competitive telecommunications products and services.  In the interim, TransACT 
would seek that the ACCC retain the current fixed network access declarations in place, and 
in particular those declarations relating to ULLS, LCS, LSS and PSTN OTA. 
 
WLR 
 
However, it is TransACT’s view that it would be beneficial if the ACCC were to consider the 
declaration of a further service, namely wholesale line rental (WLR).  The requirement for the 
regulation of WLR has been recently demonstrated through the wholesale line rental increases 
implemented by Telstra in December 2005.  TransACT notes that the ACCC has issued a 
consultation notice to Telstra in relation to the increased charges and is currently examining 
the conduct.  TransACT supplied the ACCC with its views in relation to the WLR increase, 
and in particular noted the following concerns: 
 
 the increases in wholesale line rental recently announced by Telstra are specifically 

designed to target and to put pressure on its wholesale customers; 
 
 Telstra’s targeted line rental increases will impact competition in an area keenly contested 

by carriers generally and where consumers have experienced real pricing savings – 
namely long distance and fixed to mobile calls; 

 
 as such, Telstra’s actions will not benefit consumers who will find it increasingly difficult 

to access other carrier’s long distance and fixed to mobile rates; and 
 
 the increased wholesale line rental charges do not recognise the inferior product offered to 

wholesale customers through LCS or the fact that third party carriers contribute to 
Telstra’s costs through mechanisms such as network conditioning charges and the USO 
levy. 

 
In TransACT’s view, declaration of a WLR could feasibly result in increased competition 
within the local telecommunications market and lower pricing being available to consumers 
on the basis that the artificially increased WLR costs could be passed through as a saving to 
the consumers.  In TransACT’s view, despite pockets of intensive competition at a local level 
in areas such as TransACT’s phase I network footprint, overall competition is currently least 
effective at this local level. 
 
Fibre backhaul 
 

                                                 
5  Discussion Paper, page 21 
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A further area of required service declarations is backhaul transmission if Telstra’s FTTN 
deployment were to proceed.  This would provide some certainty to access seekers and help 
facilitate competition within the next generation networks.  This is a critical factor in allowing 
competitors access to next generation networks (FTTN), but also existing Telstra networks 
where RIM/CMUX deployments have prevented competitors from cost effectively providing 
ULLS due to unregulated WLR of backhaul transmission. 
 
ULLS banding 
 
TransACT has experienced increases in wholesale pricing where Telstra has lost market share 
to TransACT.  For example, where Telstra’s market share decreases in the retail market due 
to competition, Telstra is able to increase its wholesale revenue by unilaterally changing its 
ESA banding.  Declaration of ULLS banding levels that regulate and prevent Telstra from 
unilaterally and artificially pricing ESA banding as a result of decreased retail market share 
would ensure this practice is not continued.  
 
Summary 
 
TransACT has demonstrated its commitment to increased competition and the supply of 
quality services within the telecommunications market through its deployment of 
infrastructure and its consequent investment throughout the ACT and its immediate region. 
 
In doing so TransACT has utilised a number of network deployment strategies that include 
the use of Telstra’s ULLS, LCS and PSTN OTA.  TransACT argues that it is not seeking to 
rely on artificially low pricing within the market in order to compete.  TransACT has 
demonstrated its ability to compete and to compete effectively in terms of price and quality of 
service with all carriers over a period of some years. 
 
TransACT agrees that technological change will, over a period of time, alleviate the need for 
the application of the current regulatory regime to a number of the services fundamental to 
utilising the fixed line networks.  However, it is TransACT’s view that the following 
considerations are important in determining the level of regulation: 
 
 regulatory certainty – when investment decisions are made it is in the interests of all 

parties to have some surety that the fundamentals of that investment will remain valid and 
for what period of time; 

 
 encouraging a level of investment by competitors who then offer a variety of consumers 

services at competitive pricing; 
 
 the need for increased competition and the real benefits of competition in terms of pricing 

and product range that accrue to consumers. 
 


