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29 November 2005 
 
Mr Carl Toohey 
Telecommunications 
Australian Competition and Consumer Commission 
GPO Box 520J 
MELBOURNE  VIC  3000 
 
 
Dear Mr Toohey 
 

ACCC DRAFT DECISION ON OPTUS MTAS UNDERTAKING 
 
I refer to the Australian Competition and Consumer Commission’s (ACCC) draft decision to 
reject Optus’ access undertaking in relation to its Domestic GSM Terminating Access Service 
(MTAS) for the period 2005 to 2007. 
 
As you would be aware, Virgin Mobile (Australia) Pty Limited (VMA) made a submission to 
the ACCC in relation to that undertaking.  It argued that while the prices in Optus’ 
undertaking were not ideal (trending to 17cpm in 2007), they were more reasonable than the 
MTAS prices that the ACCC proposed in July 2004 (trending to 12cpm in 2007). 
 
Specifically, VMA’s submission stated that, compared with Optus’ proposed prices, the 
ACCC’s prices would result in greater direct harm to the long-term interests of end-users, 
including: 

• reduced competition – as VMA would be less able to be a vigorous and effective 
‘challenger’ business in the retail mobile services market 

• reduced efficient investment – as VMA would be less able to make investments in the 
most productive and valuable future areas of its business (eg. introduce 3G services) 

• compromised legitimate business interests – as the Commission’s prices would 
significantly impact VMA’s ability to yield returns and ensure ongoing profitability. 

 
In addition, the submission noted that to date the benefits that the Commission predicted 
would result from its MTAS decision are not becoming apparent: 

• Instead of an increase in FTM calls, VMA has rather experienced a decrease in FTM calls 
per customer compared to the corresponding period last year. 

• VMA is unaware of any evidence of cheaper consumer fixed-to-mobile (FTM) prices or 
otherwise improved consumer FTM services since the MTAS decision. 

 
The ACCC’s draft decision did not specifically respond to these arguments.  Instead, it 
broadly claimed that VMA’s adjustment to MTAS price decreases would be a matter of 
operating efficiency: 

[T]o the extent that VMA is equally efficient in providing retail mobile services as other 
mobile service providers, the Commission considers that it should be able to adjust equally as 
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well as Optus to a decrease in the price of the MTAS greater than that outlined in the 
Undertaking submitted by Optus (p. 171). 

 
VMA strongly disagrees with this claim for two main reasons. 
 
First, VMA is a stand-alone mobile telecommunications business which, unlike vertically 
integrated providers such as Optus and Telstra, has no capacity to cross-subsidise its mobile 
service with cheaper input costs for fixed-to-mobile (FTM) services.  In response to such 
concerns about cross-subsidisation, the ACCC asserts that reducing the MTAS prices should 
increase competition in the FTM market and thus help to ensure the pass-through of those 
reductions to FTM consumers.  The ACCC claims that this would then increase FTM calls 
and ultimately benefit stand-alone mobile businesses. 
 
However, as detailed in its submission on Optus’ undertaking, VMA believes it is highly 
unlikely that Telstra’s competitors have the resources and infrastructure to pose a serious 
competitive threat in the FTM market.  In any case, VMA believes that the ACCC’s 
assumption ignores the very potent immediate impacts that the MTAS price reduction will 
have on mobile-only businesses while competition in the FTM market is supposed to increase 
over time. 
 
Second, the relative impact of reductions in the MTAS price on a mobile provider will 
fundamentally depend on the provider’s mix of terminating and originating calls.  That is, the 
greater the ratio of terminating to originating calls, the greater the relative proportion of 
revenue that will be impacted by the price reduction.  In that context, VMA notes that it is 
highly reliant on terminating revenues, [commercial in confidence]. 
 
In this context, VMA requests that rather than simply stating that VMA should operate 
equally efficiently as other providers, the ACCC’s final decision on Optus’ undertaking 
should address the substantive arguments in VMA’s submission.  VMA believes that its 
submission to the ACCC remains valid.  It believes that specific consideration of its 
submission in the final decision would be appropriate, particularly given VMA’s commercial 
structure under which – as noted in the submission – changes in Optus’ MTAS price have 
direct and immediate impacts on VMA’s financial performance. 
 
Should you wish to contact me on any aspect of this submission I can be reached on 
0403 999 494 or matthew.pearce@virginmobile.com.au. 
 
Yours sincerely, 
 
 
 
 
Dr Matthew Pearce 
Regulatory and Policy Adviser 
Virgin Mobile (Australia) Pty Limited 


