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Background Information

Agile Pty Ltd, trading as Agile Communications, is a licensed carrier. Agile has a track record in the delivery of innovative infrastructure based telecommunications networks, with a special emphasis on rural and regional areas, in addition to substantial metropolitan-area broadband networks.

In addition, Agile is one of the four largest wholesale customers of the Telstra ADSL broadband customer access network. 

Internode Systems Pty Ltd, trading as Internode (http://www.internode.on.net) is a South Australian based Internet Services Provider with a national customer base. Over 50% of our customers are outside of South Australia. 

The company group employs over 60 South Australians, is privately held, and profitable. It is on track to be servicing over 10,000 broadband customers by June 2003, with a growth date in customer base exceeding 9% per month on a month-by-month compounded basis. 

Internode broadband services are generally $15 per month cheaper than Telstra Retail Broadband service offerings, and include the option of a “Flat Rate” broadband access service, free of the contentious ‘caps’ and ‘excess charges’ inherent in the Telstra Retail broadband pricing models.

Agile provides the underlying network services, customer management technology and server systems for two major retail customer bases – those of Internode (http://www.internode.on.net) and also the newly deployed broadband customer base of AOL|7 Pty Ltd (http://www.aol7.com.au).

Agile has built a number of infrastructure based telecommunications networks, the most significant of which is the ‘Coorong Communications Project’, consisting of new end-to-end infrastructure for broadband data and voice services delivery into the Murray Bridge and Coorong regions of rural South Australia.

In July 2002, I provided a 19 page public submission to the Broadband Advisory Group (or “BAG”). I have provided a complete copy of that submission as Appendix A of this document for your convenience. 

I commend that submission to you, as its contents are highly relevant to the terms of reference for this Inquiry.

That submission is intended to be challenging. It provides a number of challenging approaches to improving the availability and sustainability of broadband service outcomes in rural Australia.

To set the scene, I wish to draw your attention specifically to the framing of the Coorong Communications Network in the final report from the BAG:

 Quotation from the BAG report, January 2003, Appendix 5, page 65:

(http://www.noie.gov.au/publications/NOIE/BAG/report/appendix5.htm) 

The Commonwealth has previously attempted to stimulate demand aggregation and collaboration between sectors, using seed funding,  notably in the recent National Communications Fund process. Other programs such  as Networking the Nation have also enabled communities to fund initiatives to  gain access to better telecommunications services. 

As an example, Networking the Nation funding was a catalyst for the Coorong Telecommunications Project in rural South Australia which aggregates voice and data demand from the local municipal council, small  businesses and consumers for the purpose of achieving lower telecommunication  charges and enhanced access to bandwidth compared to the usual commercial rates  of Telstra. New broadband microwave infrastructure has been created by Agile Communications between Murray Bridge and Adelaide, and by the Coorong District  Council within the region encompassing Meningie, Tailem Bend and Tintinara
The Coorong Communications Project is a nationally significant example of the successful creation of a new, sustainable, alternative to Telstra for Telecommunications service delivery in the bush. Sadly it is one of the few such examples that exist, despite the financial magnitude of the NTN grants process.

Further expansion of that successful model across much of regional South Australia has been envisaged by various community and local government groups in South Australia. 

Grant applications have been made to the successor to NTN in this context, a fund called BARN (“Building Additional Regional Networks’). The BARN fund cited the Coorong network as an example of the intended deployment of BARN grant funding.

Unfortunately, years of repeated attempts to fund these extensions of this successful project into new geographic areas have, to date, been unsuccessful. 

The reasons for this lack of success are a source of mystery and frustration to the communities concerned.  The extent and severity of this situation are documented in my submission to the BAG process (Appendix A) and in more specific detail about the problems with BARN grant funding processes (in Appendix B)

Terms of Reference

With respect to the Inquiry Terms of Reference, I have the following specific comments:

Telstra long distance voice call charges could be removed
In most of rural South Australia (with a few notable exceptions –such as the Coorong Project coverage area), the only choice of service provider to carry long distance voice calls is Telstra. 


Telstra long distance calls for rural customers are expensive, and customers have no choice but to use Telstra to carry those calls. Rural and remote voice telephony is the last bastion of complete telecommunications monopoly in Australia. 

The majority of long haul network costs in the Telstra network are sunk costs. Improvements in the price and performance of telephony switching equipment, and the very low growth rate in fixed voice telephone lines in Australia (around 3% per annum) mean that practically all long distance calls are made over fully paid-off equipment, and carried over fully paid-off long haul fibre networks.

The only real source of significant ongoing maintenance cost in the Telstra voice network is the ‘last mile’ copper loops – the Customer Access Network (CAN). The costs of maintenance of this part of the network are very adequately recovered by the high (and rising) fixed monthly line rental costs charged by Telstra to all fixed line users. 

As a result, the incremental cost of carrying a long distance voice call is practically zero, and is almost entirely distance independent. 

In the Internet access realm, Telstra (and some others) have (some years ago now) provided facilities such that any interested Internet Service Provider can offer ‘local call rate’, untimed, distance independent access to the Internet from any fixed line phone in Australia. The most rural of customers can access this service.

The fact that this service is provided sustainably by Telstra proves the business case for Telstra also offering fixed cost, untimed, distance independent carriage of voice telephone calls to any other fixed line service in Australia. The network capacity required for an Internet access call is in fact larger than the capacity required for a voice telephone call!

The historical, and (at this point) economically irrelevant relationship between distance and cost for voice calls could be abolished tomorrow by Telstra.

Telstra would necessarily incur a short term decrease in revenue as a result. However, it is my belief, based on our own interactions with rural communities in providing voice services, that this short term reduction would be offset by increase telephone calls made by customers nationally – to the extent that the nett income to Telstra in the medium term would in fact be higher than it is today. 

Meanwhile, expensive rural long distance call rates are effectively cross-subsidising city voice call rates – a complete reversal from the historical situation that drove distance-based charging in the first place. 

It is only the monopoly nature of access to the Telstra Customer Access Network (CAN) which permits Telstra to do this in an essentially unopposed manner.

By comparison, the Coorong network offers its customers a voice call at 4.4 cents per minute, independent of call distance, with a maximum call cost of 99 cents. We anticipate further simplifying this calling charge to a fixed per-call charge (below 99 cents) in the future. Its limitation is the geographic area in which those rates are currently available. 

Broadband Service Provision over Telstra Copper Lines is a part of the broadband access solution, but other solutions are also needed

It is clear from our own experience in deploying ADSL services via Telstra PSTN network that the current service rejection rate nationally (i.e. applicants unable to be provide with service via this means) is in excess of 23%.

The issues and drivers around these limitations are widely understood – and in the main, they focus on the decisions made by Telstra to deploy equipment to deploy voice services for customers that is unable to support the concurrent deployment of broadband ADSL services, such as the use of RIM and PAIRGAIN equipment. 

However, it is clear that ADSL is, even now, a very significant part of ‘the answer’ for the provision of broadband services.

Other services will also be needed to fill the gaps, as Telstra appear to lack the will to spend the funds necessary to ‘broadband enable’ the rest of their copper Customer Access Network. 

Agile provides examples of such services, operational today, in the Coorong network deployment, and it is installing still further alternative broadband services in that network at this time.

For example, Agile has deployed ‘wireless ADSL’ services in one of the Coorong Network townships (Murray Bridge), which is servicing trial customers today who are unable to obtain ADSL services from Telstra due to line length limitations. One such customer is a school, whose students now have access to two megabit per second broadband services rather than having the entire school forced to share access to a single 56k modem.

Agile is also deploying the first non-Telstra DSLAM (ADSL exchange access equipment) rollouts in rural townships not serviced at all by Telstra.

The first such rollout is in the Coorong area township of Meningie (expected to be live by late June 2003). This Agile DSLAM installation will offer higher residential broadband speeds to Meningie residential customers than Telstra offers in any part of its own national ADSL network. It will do this at price points below those offered in cities by Telstra Retail ADSL services.  We can achieve this by deploying our own, more modern, and more cost effective hardware, and by leveraging the existing Coorong wide area backbone network to allow the economic case to work.

Following successful deployment in Meningie, this service will be extended to other Coorong area townships by Agile. 

This is an example of the flow-on effects of the initially grant-assisted Coorong Communications Network. The existence of the network allows for a rollout of new and sustainable broadband services to rural townships without requiring external funding support.

Coorong-area rural townships now enjoy the most competitive long distance voice rates in Australia, and have access to the most competitive, and fastest, ADSL broadband services in the country. Today. It is a source of some frustration to me that other communities in South Australia are still waiting.

Unlocking the “Coorong” outcomes elsewhere

The ‘Coorong’ outcomes are (in essence) distance independent voice telephone call rates, and ‘city rate’ or better broadband services available to the majority of interested customers.

In the presence of the monopoly on Customer Access Network lines held by Telstra, there are essentially two approaches which would allow the commercial marketplace – and specifically competitive licensed carriers – to extent ‘Coorong’ style outcomes to other geographic regions.

Those options are the opening up of access to the CAN, or the duplication of critical elements of the CAN with new technology on a grant-funded basis.

Structural Separation (or perhaps Accounting separation) of Telstra.  This is not especially palatable – or likely - in the current environment, but it would actually achieve the desired outcome - to unlock competitively priced access to existing, under-utilised Telstra network assets. That, in turn, would allow other carriers to develop sustainable business models in rural areas without requiring grant or other federal assistance to do so.

Telstra were essentially subsidised to create this infrastructure, and the only effective way to compete with that infrastructure is to open it up, or to subsidise duplication of critical elements of that infrastructure.

The other viable alternative is to build more ‘Coorong Projects’ by releasing further grant funds to bootstrap their creation (from the BARN fund or otherwise). Relative to the original Telstra network build cost, these new projects are very very low cost indeed.  

Again, you may refer to Appendix A and Appendix B for more detail on how to do this – and what to fix in order to make this possible. 

The Perception of Australia as a slow adopter of Broadband is incorrect

The misconception is that takeup rates in this country are slow, and hence ‘something’ must be done to speed them up is essentially incorrect.

Takeup in this country is not actually slow at all.

Takeup of broadband in this country is just late.

It is late because Telstra delayed the rollout of ADSL by various means, placing that rollout at least 2-3 years behind other similar economies in the western world. 

Takeup is in fact accelerating rapidly at this point.  There is a classic ‘S-curve’ of adoption, and the market in Australia is only just coming up the bottom of that curve today – two to three years later than we needed to be doing this.

Because the takeup is exponential, it takes a long time during which nothing seems to be happening (the phase we are in now), after which broadband Internet access will turn into an ‘overnight success’ (about 2-3 years from now).

Broadband growth rates in Australia are actually well up to world standard.  Telstra Wholesale is struggling to cope with even current demand, and is scrambling to increase its internal resources to keep up with our own service order rates. 

We are lagging only in absolute customer base size, and (again) that 2-3 year gap is essentially impossible to close at this time – we simply must wait for the exponential curves in other countries to reach the ‘top’ of their S-cuves and flatten out – and then we will catch up with them.


The other aspect in which we are lagging is in rural and remote broadband penetration – which I have already addressed. 

How to change the world
I will note here the ‘headlines’ from my previous submission to the Broadband Advisory Group – and again commend this report to the Inquiry for further study.

These are only the headlines – the details are in Appendix A.

Increase the usefulness of the ‘Class Licensed’ Radio Frequency bands by enhancing the allowed maximum power levels and related characteristics 

Clarify the permissions to operate Class Licensed radios by entities which are not licensed carriers

The NRF (National Reliability Framework) should be extended to ADSL broadband services

Spectrum Access for small/new carriers, outside of the Spectrum Auction process

Encourage the growth of current and additional new carriers by reducing their startup obligations and overheads  

Optimise or preferably remove the existing USO levy collection mechanism and their effects on the investment and growth of new competitive carriers

Remove financial barriers to Interconnect from small/emerging carriers

Review the ACA $100,000 per annum administrative charge for 14xx preselect (interconnect) codes

The (former) NTN and (current) BARN funds – ‘fix’ them so they actually do something competitively effective in rural and remote areas

Carrier Access  Declaration Issues

Interception requirements are impractical and strongly negative for small/emerging carriers and could be mitigated substantially.
Open up  inter-carrier peering by mandating (declaring) interconnect in all forms of inter-carrier access (Internet backbone peering; Cable TV data network access; Mobile network peering; 2-way Satellite etc)
Internet Content Peering needs to be declared to force open the existing cartel (‘gang of four’) who force the rest of the broadband industry to subsidise them.

Telstra ADSL availability (if there is anywhere that grant funding provided to Telstra was justified, it is probably in the notion of paying Telstra to ‘ADSL enable’ more exchanges more rapidly – especially rural and remote exchanges)

Datacasting and related content restrictions need removal; Open access to broadband and also ‘TV like’ content sources

Education and Information Resources about Broadband in Australia

Mandate a process for  churn of subscribers on broadband networks 

(nb this last item has actually been achieved very recently following ACCC intervention – at last)

Appendix A: Copy of the submission by Simon Hackett to the Broadband Advisory Group, 16 July 2002.

I commend this report to the Inquiry as almost all of its content remain highly relevant to the terms of reference of this Inquiry. I request that you take the time to read it.

This copy of the entire submission (un-modified from that submitted to the Broadband Advisory Group) is provided here for your convenience.

A copy of this report may also be obtained online from the NOIE web site, at this location:

http://www.govonline.gov.au/projects/framework/Priorities/BAG/BAG_Sub-Agile.pdf
Submission to NOIE Broadband Advisory Group (BAG)

16th July 2002

Author: Simon Hackett

CEO, Agile Communications (Licensed Carrier) 

& Internode (Internet Service Provider)

simon@agile.com.au
08 8232 1234

Background:

About the organizations: Agile Communications is a licensed telecommunications carrier. It was founded in 1997. It was funded by Internode Systems Pty Ltd, a company established in 1991 whose primary business activity is the provision of both broadband and narrowband Internet access and Business data services. 

Internode is delivering ADSL broadband services in metropolitan and rural areas across five Australian states today, and will be delivering those services nationally by the end of 2002. The growth rate in these services is substantial, and Internode ADSL already represents more than 10% of the total new services connected by the Wholesale arm of Telstra nationally.

Agile has constructed a nationally significant new broadband voice and data network in rural South Australia (see http://www.agile.com.au). The network implements a completely new data backbone network into a rural region. The network was partially funded via grant contributions from the Federal NTN programme and from the South Australian state government.

Agile is searching for mechanisms to allow it to viably construct new local loop delivery channels in each township which has an Agile backbone data link already present, which would create a new, end-to-end, broadband network carrying both voice and data traffic at ‘Internet speeds’, and on ‘Internet pricing models’ (e.g. distance independent pricing for the carriage of traffic). 

Agile is also the preferred network builder working with multiple additional South Australian local councils, to build extensions of the existing Agile broadband network into other areas of South Australia. We will discuss this initiative elsewhere in this submission.

About the author: Simon Hackett, was involved in the original formation of the Internet in Australia (via its commercial precursor, AARNet, in the mid-late 1980’s), prior to later founding Internode and then Agile. AARNet was later told to Telstra to form the core of Telstra Internet.  Simon has international experience in Internet systems development and engaged in pioneering early work in the fields of real time audio and video over Internet Protocol networks. 

Simon has been involved in a number of initiatives over the last ten years related to the enhancement of broadband voice and data opportunities for rural communities.

Nature of this document

We present here a number of suggested policy and action items that we believe would materially assist the takeup and utility of broadband technologies in Australia.  These suggested initiatives are framed in the context of actions that will promote the viable and effective expansion of the broadband connection supply, and broadband content supply, industries in Australia. 

In commercial terms, there are a number of viable broadband technologies. The main challenge for government is to work out where to ‘push’ and where to simply ‘stay out of the way’ and let the market sort out what really works and what doesn’t, in an environment where deployments of new networks are actively encouraged, and un-necessary regulatory barriers are relaxed or removed.

In the main, the carriers deploying broadband technology just need a reduction in these financial and regulatory barriers to assist their rollouts, coupled with some potential activities by the ACCC and/or the Federal Government to assist in greater inter-carrier competitive infrastructure access.

In the content delivery realm similarly, less regulation, not more, is the main key to letting service providers do what they are trying to do – to provide service. 

The following proposed initiatives have been framed such that they address one or more of the terms of reference of the Broadband Advisory Group.

We would be pleased to provide further information on any of the following if requested.

Regulation - General

Minimise and where possible reduce, regulation of the sector where it is not necessary for strict logistic reasons. Don’t be ‘helpful’ where the help is not required. Please! 

Increase the usefulness of the ‘Class Licensed’ Radio Frequency bands by enhancing the allowed maximum power levels and related characteristics

Raise the allowed maximum output power level (EIRP)  and relax the ‘purpose’ and ‘modulation’ limitations in the existing license as far as reasonably possible. This is especially applicable to the class licenses in the 2.4Ghz and 5.8Ghz “ISM” bands. Any further bands where ‘class licenses’ can be established would also be of substantial potential benefit for the deployment of future wireless networks.

Raise these levels to at least US standards, but preferably to even higher levels. Lead, rather than follow, in this realm!

This initiative, costing the ACA and the government no money, would allow legal extensions of the physical range of wireless links using devices operating in these bands, without additional expense and without further technology development. The range limit with this technology today is being limited by the existing class license, not by what the equipment is capable of doing. This is especially relevant in rural and remote contexts.

Some equipment whose level power limits in the Class Licensed bands today holds its range down to 10-15km’s is capable of 60-70 km link lengths (at the same cost) with a suitable adjustment of these ‘paper’ limits. 

It is likely that raising of the ISM Class License power limits is not necessary (and may in fact be counter-productive) in metropolitan areas, but a raising of these limits in rural and remote areas, in particular, would produce huge increases in physical coverage range, in an environment where the potential for interference or other negative effects is very small indeed. 

Clarify the permissions to operate Class Licensed radios by entities which are not licensed carriers

Considerable marketplace misunderstanding currently exists regarding the legality, or otherwise, of the use of class-licensed radio systems for the provision of a network which offers carriage services to the public.

It is the view of the author that:

· Such service-provider networks currently need to be operated by a licensed carrier in order to be legally deployed today, however many operators are either unaware of, or are ignoring, this issue at present.

· A number of networks are operated today which are in a gray area in this respect – such as ‘community wireless’ networks. The legal situation around the operation of such networks needs to be clarified.

· The requirement to hold a carrier license in order to deploy carriage services to the public, regardless of the underlying technology, is a reasonable barrier to entry because it tends to drive a reasonable level of diligence on the part of the service provider.

If the service provider is not able to be organised enough to gain and afford a carrier license, it is arguable that their chances of operating a sustainable carrier-like business in the long term are low in any case,

The recently foreshadowed NRF (National Reliability Framework)

A ‘National Reliability Framework’ has been mentioned in recent press via Senator Alston, as an assurance measure related to the potential sale of the remaining part of Telstra. 

It is important to ensure that any such framework is not limited to the monitoring of the provisioning and fault restoration times for voice telephony services.

It must instead include monitoring and strict performance benchmarks (with penalties for response time failures) in the provisioning of ADSL (and other) broadband services by Telstra for Wholesale and Retail customers. 

In the last month, Telstra have experienced an unprecedented collapse of their performance in the provisioning of new ADSL services for all wholesale ADSL users of the Telstra network. In our case, we have seen the percentage of ‘day one’ failures (services claimed to work when delivered, but in fact not properly connected at all) reach 10-20% of our total ordering queues at times.

Worse, the restoration time when such faults are reported to Telstra, against their contracted target of restoration by the following business day, has seen these targets missed hugely. Currently we see faults of a simple nature (physical wiring not done in the exchange as promised and as charged to us) taking from 14-21 days (in typical cases) to be addressed by Telstra. 

This performance failure is currently free of any form of structured recompense for us from Telstra. The Telstra ‘Service Level Guarantee’ programme for ADSL announced with much fanfare a month or so ago does not apply to this class of faults. The reputational damage being caused to all players in the new and growing broadband industry is substantial. As a new industry, every failure along the road is visible and important as a discouragement to further takeup.

Regardless of whether this specific period of unacceptable fault generation and fault restoration performance is remedied sooner or later, the bottom line again is that any “NRF” needs to take issues of this nature into account, and not be limited to only the delivery and restoration of faults in voice grade services. 

Spectrum Access

Provide avenues for small carriers to access licensed spectrum outside of the spectrum auction process. 

The existing process has demonstrated (globally) its capacity to completely consume the rollout budgets of wireless carriers, to the long term advantage of absolutely nobody at all (other than federal consolidated revenue in the short term, of course).

As a result, the rollouts of many new network simply have never happened and will not happen. Spectrum auctions leave two classes of aspiring market players:

· Those who bid and lost, who can not legally deploy radios due to a lack of spectrum license

· Those who bid and won, who would deploy the technology if they hadn’t spent twice their physical rollout budget on a piece of paper just to give them the right to legally turn the equipment on when deployed – and who will not deploy anything as a result. 

Even ‘relatively’ low cost spectrum auction winners (like the celebrated case of the AAPT license nationally for the LMDS spectrum) all wind up failing. In the LMDS case, less than 200 sites have been deployed against the circa $70 million license fee paid – and at over $350,000 per deployed link plus equipment and installation costs its obvious why LMDS technology has gone exactly nowhere in this country as a result !

This can be addressed. It is possible to rapidly and solidly repair the existing financial and industry damage caused by Spectrum Auctions by simply giving back most of the the license fees already collected for radio spectrum access won via auction.

This would allow the companies concerned to reinvest the funds in actual network buildouts they wished to do – and which they can no longer afford because their build budgets got spent on a sheet of paper instead. 

Encourage the growth of current and additional new carriers by reducing their startup obligations and overheads 

Lowering the financial barriers to entry that are present in existing government regulation of carriers and carriage service providers would materially stimulate the further development of innovative solutions from a variety of exciting and innovative smaller players in the market. 

Specific initiatives that would assist in this are:

· Exempt carriers from USO obligations if they are either:

· Below an annual turnover threshold of A$50 million per annum (assessed in arrears), or

· Not providing voice carriage services to the public

· Remove existing regulation permitting the collection of USO levies based on the turnover of businesses merely related to licensed carriers (or be consistent and extend the USO levy to all carriage service providers). The current situation disadvantages CSP’s which are a related entity with a carrier, and this penalises exactly the most innovative company groups in the industry – those who are integrating both Internet and Carrier activities to create new broadband services. Meanwhile, CSP’s (such as ISP’s) who are not related to a carrier pay no USO contribution at all. This is in no sense a level playing field, and it imposes the highest charges on the most innovative organizations (only!)

· Assess the USO levy on profit (if any), not on turnover, of organizations who are required to contribute to it (and again, subject also to a threshold level below which carriers/CSP’s are not involved in the levy process at all). Assessment on turnover (the current system) discourages carrier investment in building new networks, since it taxes the build itself, not the profits of the results of the build. 

Or instead… the more radical (and more effective) approach to USO fund collection is the following:

Simply remove the existing USO levy collection mechanism, and instead to fund the USO directly from federal consolidated taxation revenue. 

To explain the driver behind this proposal:

The USO is a social policy programme, designed to further the social policy objective of wide access to the ‘standard telephone service’. This social policy objective is best funded by the entire community equally.

Today, the USO is funded via the income stream of licensed carriers; 

Today, the majority of new carriers are working in broadband realms – not in the realm of the provision of the Standard Telephone Service. These new carriers have nothing to do with the outcomes that the USO generates. Nothing whatsoever. 

As a result, the creators of new broadband data initiatives are being taxed to fund a social policy objective implemented by Telstra on behalf of the nation to ensure that the standard voice phone service is equitably available in Australia. 

This is highly inappropriate, and is essentially the unintended outcome of extension of the scheme operational in the ‘duopoly’ era, in a less than ideal manner. It is about as relevant as taxing petrol station operators to support the delivery of the standard telephone service. 

Instead, we suggest therefore that you step back and reconsider the beneficiaries vs the income source, and hence reconsider the overall status of the funding of the USO, 

In addition the USO is, today, a funding source which provides, in essence, ‘taxation without representation’ for the broadband carriers being taxed. 

Specifically, due to the enormous financial barriers to entry in the process of becoming a USO services provider, the majority of licensed carriers are both forced to contribute to the USO process but are also unable to benefit from USO subsidies even if they wanted to.

The existing USO subsidy mechanisms are unlikely to succeed in the aim of encouraging competitive servicing of the USO obligations in Australia while the barriers to entry include a $100 million dollar bank guarantee and other similarly onerous entry blockers. 

In summary: Realise the USO is a social policy which needs to be funded by the total Australian tax base, and fund it that way – and stop discriminating against new broadband carriers by expecting them to carry the continued support of this social policy regime for the provision of voice telephone services.

In doing this, an entire layer of compliance assessment process for the USO, which places onerous, expensive and time consuming burdens on small carriers, would also be eliminated by funding the USO from consolidated revenue or by introducing large thresholds below which contributions were not required by emerging small carriers.

At the very least: introduce an A$50m turnover threshold below which carriers are not captured by the USO regime at all.  Give new broadband carriers an incentive to grow and deploy their solutions without also taxing them on their turnover (not profit) to fund rural voice telephone services delivered by Telstra.

As a related issue:

Remove un-necessary reporting requirements from carriers and carriage service providers (such as the preparation, approval and lodgement of an Industry Development Plan), below a defined annual turnover figure (say A$25m) – or abolish the IDP process completely. 

It really serves no useful purpose. 

Remove financial barriers to Interconnect from small/emerging carriers

Small and emerging carriers, growing their business on cashflow and new sales rather than on the risk business of market floats, need to have a viable way to pass a huge financial and logistic barrier – the achievement of Telecommunications Interconnect with Telstra.

The achievement of Interconnect requires a large investment in time and capital due to the current insistence by Telstra on the use of outdated ‘SS7’ based interconnect technology, rather than the use of Voice-over-IP (VoIP) based interconnection. 

The Telstra Interconnect process requires highly expensive SS7 equipment certification, and even more expensive ‘exchange conditioning fees’, both of which amount to a typical total of  $500,000 or more in deployment cost to even begin to play.. These charges are really an economic barrier to carrier interconnection, rather than charges reflecting real business necessity by Telstra in imposing these barriers.

In particular, any carrier using SS7 equipment that is already in use by another carrier should be able to ‘type certify’ their situation and avoid the certification expenses currently imposed by Telstra.

The Telstra ‘exchange conditioning’, costs, in addition, are an expense framed by Telstra as requiring amounts of the order of $200,000 from new carriers in order to program Telstra exchanges to recognise the 14xx preselect code of a new carrier.

It is unbelievable in the modern world that the work required by Telstra to program the 14xx code for a new carrier into their exchanges nationally is more than a trivial data entry task into a single point in their network management platform, following by having that platform propagate the changes to exchanges nationally. 

These fees survive due to a lack of sufficient leverage to object to their presence. This submission constitutes an example of such an objection. 

Frankly, if Telstra are unable to achieve this programming task for less than $200,000 per new carrier, we would be delighted to provide the necessary automation programming for Telstra for no more than $100,000, after which a nominal charge of $250 per carrier could be imposed on future applicants desiring Telstra exchange interconnection.

Review the ACA $100,000 per annum charge for 14xx preselect codes

A substantial and ongoing expense of major impact to small and emerging carriers is the imposition of a $100,000 per year fee by the ACA on the allocation and support of a ‘14xx’ preselect number code, which Telstra require in order to pursue the Interconnect process with new carriers.

The charging of this $100,000 annual fee is based on nothing more than the ‘number plate’ theory of number charging – i.e. as with personalised numberplates on vehicles, the traditional tendency is to charge money in proportion to how short a number is. 

We suggest two measures in this context to encourage greater participation in the delivery of rural voice and broadband services via Interconnect with Telstra (and other carriers)

1) Remove the 14xx code annual allocation fee below a threshold size
The federal government would remove a substantial financial barrier from new/emerging carriers by waiving the charging of this $100,000 annual fee by the ACA for the allocation of a 14xx interconnect prefix to carriers, subject to a turnover threshold at which the charge could then be imposed if desired. 

We suggest that a suitable turnover threshold would be A$25m per annum. 

As the existing charging regime is a large disincentive to new carriers to pursue Interconnect, this measure would not reduce the income of the ACA (these carriers can’t afford to pay the fee now, so they simply do not participate at all). Hence, this initiative would in fact provide the potential for that income to increase in the future, by encouraging carriers to Interconnect. The income then earned via their more efficient carrier operations would allow them to pay the ACA allocation fee once they are large enough to afford it. 

Or, ideally, remove this allocation fee from the ACA completely (the ACA have the option to vary this fee down at their discretion today), to a nominal annual fee (say $5,000) for all carriers.

There is no hard cost to the ACA in allocation of these numbers, and the limited number of available prefixes (100) in the 14xx range can be protected by the imposition of a carrier license condition that essentially provides a time window (say 36 months) in which the option of waiving or reducing the ACA fee is offered, on a ‘use it or loose it’ basis.

(Or, just introduce a new prefix range, perhaps 15xx, if the 14xx range is filled up due to additional carrier activity. Having the 14xx range full is not a problem, it is a sign that the industry is actually doing real interconnection work!)

2) Encourage or direct Telstra to Interconnect with reduced technical and financial overheads. 

Consider taking measures to combat the current economic barriers imposed by Telstra to discourage new players to interconnect with them. Telstra, could be directed to remove the spurious Interconnect related repeat-certification and ‘exchange conditioning’ fees for carriers seeking Interconnection with its network (as previously noted)

The NTN and BARN funds – the radical proposal

Modify the funding rules for the NTN and BARN funds to allow the direct subsidy of broadband rollout trials by licensed carriers according to a simple assessment model (or create a new fund for this purpose). 

Essentially, the existing NTN funding model, while exhibiting a great deal of probity, is also missing its own potential by imposing mediation of ideas via a layer of often uncertain, under-resourced community or local government groups, rather than allowing carriers with good ideas to have a chance to trial them more rapidly and more efficiently, and more directly, in those communities. 

Reframing these funds (or generating new ones, perhaps during the sale of the final components of Telstra shares) would be worthy of consideration, with those funds to be spent funding a collection of geographically and technically disparate ‘alternative local loop’ trials (offering broadband and/or voice services). 

Don’t mandate wireless solutions. Don’t mandate any technology at all. See what gets proposed.  Spend money with new carriers. Stand back. See what happens.

The funds would be granted directly to carriers based on their proposals on how they would utilise a solution.

Keep it simple: Limit the size of those proposals to ten sheets of A4 paper. Seriously. Do not allow this to become a process which generates a life of its own to decide how to allocate the funds. Instead, drive a process which has such simple adminstration that it can deliver the funds rapidly (in less than six months maximum) to fund/bootstrap alternative local loop trials.

Exclude Telstra from bidding for the funds. Telstra are already offering funds towards broadband content stimulation at this time. They are clearly well able to afford to fund trials. The rest of the industry is the place where boosting is required.

We suggest at least 10 trials, with at least one per state, and with an 

overall budget of at least $50m (i.e. $5m average per trial network).

Hold a simple process where communities bid to become host sites for these trials (after the trial networks themselves are approved for funding), with those communities providing justifications in terms of unmet application services demand or existing cost inequity or existing service unavailability. 

Unlike the current NTN model, where those communities somehow have to be new technology experts, in this reframing the solutions will be lined up in front of communities for trial, and those communities can compete to host the solutions most appropriate to them from what is realistically available.
Make the grant funds conditional on the resulting network being offered on a completely open and equitable basis to any suitably qualified other carrier or carriage service provider, on consistent and reasonable wholesale pricing and access terms – with those terms being provided uniformly to all network access seekers.

Mandating this form of open access (following the positive example at TransACT – http://www.transact.com.au) - would ensure that the grant funds were able to benefit the entire community by ensuring freedom of choice of retail service providers over the resulting networks.

This ‘open wholesale access’ mandate ensures that the carriers who build the network do so knowing that they are explicitly required to offer this access to any qualified access seeker. 

This is comparable to the initiative of requiring roaming access to the network build by Vodafone for the ‘Mobile Coverage on Highways’ tender process. While the business benefits Vodafone, Vodafone also entered the process knowing and accepting the requirement for open multi-carrier access. 

This, in turn, ensures that any carriers or CSP’s with an application can gain equitable access to the networks they require in order to see their applications flourish. 

Connect the people who know how to do this with the people who need the benefit. Spend the money. Stand back. See what happens. 

NTN and BARN funds – the less radical proposal

Agile, working with South Australian local government and community groups, and through the current NTN/BARN processes, has deployed a highly innovative new broadband voice and data network in the “Coorong” region in South Australia.

Outcomes on this network include dramatic reductions in broadband data and voice services fees for the entire affected community.

Further applications by other South Australian councils to the BARN funding process to extend this operational and proven Agile network technology to additional geographic locations have been rejected by the NTN/BARN process on two occasions thus far. 

The reasons for these rejections, following intensive application and interaction processes with NTN over more than a year, constitute (in essence) a single sentence rejection letter with insufficient information provided to assess the changes needed to have the network win the requested grant funds. 

If this key example of Building Australias Regional Networks (BARN!) is not appropriate for the allocation of BARN funds, it is very difficult to understand precisely what a qualifying infrastructure based regional network would need to do in order to qualify for them. 

And hence the key issue here is transparency of process. It is unclear today to the unsuccessful applicant (the Murray and Mallee Local Government Association) quite what needs to be done in order for their application to qualify for grant funding – or if it cannot, it is similarly unclear precisely what an example of a qualifying project would look like! Every assistance and a high degree of consultation was undertaken between the NTN secretariat and the applicant in both of the consecutive grant rounds in which the MMLGA network application was made – to no avail.

The South Australian State Government supports both the existing network and its intended expansions.  

The BARN funds exist for this purpose. It is disappointing to see a process which appears currently unable to allocate funds to projects which appear to fully qualify for them, framed in a situation where there are no apparent (and no provided) substantive reasons to reject this use of the funds.

BARN (and indeed NTN) requires an improvement in the transparency of their decision making process, in the assessment criteria used for approving grants, and in the process by which their consultations with grant applications occur. In this case, the grant application process was highly consultative, and yet the answer, on two occasions, was still ‘no’

What is needed is a process that ensures that the information is provided that both explains the reasons (in detail) for grant rejections, and sets down the conditions under which grant applications will in turn be guaranteed to succeed. 

For BARN to become the pivotal catalyst for new broadband network deployments that it can be, the BARN process has to be revised in order to make the awarding of the full BARN grant pool an active priority – to link success for BARN with allocating 100% of its funds, not on withholding them from qualified and carefully researched, medium risk projects. 

Oh, and in the new and enhanced transparency that could be applied to this process, such transparency would also justify an increase in the total BARN funding available for allocation. Indeed such a further bolstered BARN process could achieve much of the previously presented ‘radical’ NTN/BARN proposal without the radical change in process suggested therein.

Just re-target the BARN assessment process toward finding reasons to award the grants to suitable applicants, rather than to finding reasons to withhold them. Take more risks – new infrastructure involves risk. But if you don’t play, the community can never win.

Carrier Access  Declaration Issues

Remove the geographic de-averaging in the existing declared pricing for access to the Telstra Unconditional Local Loop (ULLS) service. 

De-averaging (charging more in rural areas than in city areas) destroys the financial model for the use of ULLS in rural areas by pricing access to these loops dramatically above sustainable levels for their use by carriers to create new rural broadband services. Instead, set access pricing on a nationally consistent averaged basis to encourage rural and remote deployment of ULLS based broadband systems.

Do not support the current initiative for the ACCC  to ‘declare’ access to Telstra ‘Spectrum Sharing’ unless there is a demonstrated failure to negotiate viable commercial arrangements with Telstra by access seekers. 

Fix what needs to be fixed. 

Don’t fix what doesn’t – because the fix may unintentionally be counter to the intended benefits (which is exactly what has happened in the ULLS declaration regime). And regardless, again, ensure that Spectrum Sharing access prices are nationally averaged, to avoid prejudice against rural and remote Spectrum Sharing broadband solutions.

We are aware of the counter-argument in favour of de-averaging. 

The counter argument is that reflecting the apparent ‘de-averaged’ costs of rural Telstra copper line access somehow encourages the deployment of alternative (e.g. wireless) solutions rather than using Telstra copper based tail systems, by pricing Telstra copper access out of the market of new carriers in those locations.

In reality it does nothing of the sort. It instead dooms many rural broadband networks to failure, because they must compete with the nationally averaged pricing offered for voice telephony lines and for ADSL services by Telstra in those very same territories!

The presence of this cross-subsidised competition in rural areas destroys the ability for solutions which would otherwise be viable in this context (via Spectrum Sharing or ULLS access) to be deployed in order to bolster a healthy and viable competitive set of alternatives. 

In other words, one needs to be consistent (Wholesale and Retail)

De-averaged wholesale pricing generates un-viable rural outcomes in the light of an averaged retail Telstra service set in the market in rural areas.

We would need to operate with de-averaged Retail pricing (for instance, $90 per month line rentals in country towns – this being the level charged as a de-averaged wholesale ULLS line rental!) – to reflect these claimed true costs. 

This, of course, is not palatable in the light of social access obligations upon Telstra in the provision of broadband and voice service circuits across Australia. So voice and ADSL line access is nationally averaged today.

And in that environment, the only rational wholesale pricing model for ULLS and Spectrum Sharing access to Telstra copper infrastructure is the geographically averaged one – just as for retail voice and ADSL services!

The de-averaged wholesale model, today, rather than bolstering the market for alternative broadband solutions in rural areas, actually stifles it. 

There are very viable new broadband solutions using Telstra Copper via wholesale access, which in many cases would be substantially lower cost than building completely new local loop networks, and which would more efficiently use the nationally owned (Telstra) infrastructure that already exists. 

Please make it possible to make the attempt!

Interception

Exempt broadband networks from the requirements of telecommunications interception either for an initial (reviewable) time period (such as 5-10 years), and/or exempt carriers from interception requirements below a specified annual turnover (assessed in arrears) – a turnover level of A$50M per annum is suggested.

Telecommunications interception requirements are a major financial and technical impediment to the development and deployment of broadband networks, because the application of existing interception rules to these network is often difficult, inappropriate or even impossible to achieve. 

Accept that in the modern world, the use of freely available strong encryption technology renders most interception attempts on broadband networks useless in cases where the interception target is genuinely wishing to avoid interception.

Further, appreciate that applying interception requirements on new, innovative broadband networks may stifle the development of critical new solutions to address broadband network challenges. 

The interception issues can be resolved later – when the carrier concerned is both large enough to afford the overheads of providing interception capabilities, and when there are actually enough customers on the network concerned to justify the effort to create the interception mechanisms at all!

Open inter-carrier access networks on a wholesale basis.

Intervene where needed to ensure that all carrier operated broadband networks offer wholesale access to other interested carriers and carriage service providers on an equitable and uniform basis. This specifically should include mandated wholesale access to:

· Existing and new ‘cable TV’ based data networks (Telstra, Optus, Neighbourhood cable etc) so that other carriage service providers can offer broadband access over these networks.

· Existing and new carrier wireless networks (including without limitation GSM, CDMA, 3G, WLAN and other networks)

· Existing and new two-way satellite delivery services

· Existing and new ‘wired’ networks (Telstra local loops etc)

· It is suggested that access be provided according to simple and open guidelines, with a regulatory process managed by the ACCC to enforce open access if a market driven agreement cannot be reached in a specified timeframe (less than three months) on receipt of an access request from an access seeker to a network provider

· Study the example of TransACT to understand the implications of such an open-access-wholesale model. The solution to much of the issues related to broadband deployment may, quite literally, be sitting in the streets of Canberra today. The issue is not about specific technology, but about open wholesale carrier inter-network access on equitable and consistent wholesale terms. 

Internet Content Peering

Encourage the lowering of cost of Internet traffic resources (to help make ‘flat rate’ broadband Internet access viable) by mandating zero cost peering arrangements between any qualified ISP and any other.

“Qualified’ ISP’s should be simply any ISP which has points of presence in at least three states, with their own interstate network linking those points of presence. Any such qualified ISP should be able to demand peering access to any other such qualified ISP on request. .

· This would break the current impasse where such zero settlement cost peering occurs between a limited number of providers today (Telstra, Optus, Connect.com.au, Ozemail), based on a historical (competition notice based) settlement .

· That settlement has not been updated to accommodate the presence of other national Internet Service Providers, and which does not encourage diversity and alternatives to existing in the ISP marketplace. This in turn discourages new content source options from emerging. Those new providers of content would turn help to drive the growth of the overall market in an effective manner.

Telstra ADSL availability

Direct, mandate, (and/or perhaps even fund), the availability of ADSL in 100% of Telstra Telephone Exchanges, including ADSL enabling all fibre-to-copper multiplex (RIM) sites nationally. 

Don’t just fund mobile towers. Fund ‘broadband enabled exchanges’. 

This initiative would substantially address some of the concerns of rural broadband availability being below ‘city’ broadband availability..

Datacasting and related content restrictions

Remove all content-based restrictions on the use of datacasting technology immediately. This technology may or may not change the world, but the existing regime completely destroys any potential to find out. 

Specifically, remove any notion from government policy that it is reasonable or productive to legislate that any form of transmission service may provide access to content only if it that content is not entertaining. 

The limitations in the current datacasting regime are almost funny. 

Almost. 

If they were actually funny then I couldn’t talk about them for more than ten minutes on a datacasting ‘station’ without breaking the existing datacasting rules. Is this really the way of the future?

Open access to broadband and also ‘TV like’ content sources

Mandate mechanisms for carriers and carriage service providers to access multimedia (including ‘television’ and ‘television like’) content sources on an equitable wholesale basis. 

For instance, require the provision of access to a new carrier building a wireless or wired local loop, to source ‘TV’ content from Optus and Telstra cable networks.

This is the logical foil to the earlier proposal to mandate open and equitable access to wholesale delivery networks. The other part of the puzzle is in the mandating of access, for new network players, to entertainment and other video (and similar) content so that these new networks can affordably present these forms of content, without being locked out of the major channel sources by existing national exclusive content agreements (within or outside of a Foxtel/Optus merger).

Education and Information Resources about Broadband in Australia

Fund the continued operation of a provider-neutral, web based, information source and discussion forum on broadband in Australia that promotes informed and provider neutral information and discussions about broadband related issues in Australia.

This resource already exists (http://www.whirlpool.net.au and http://www.BroadbandChoice.com.au). Consider providing funds to allow the continued long term and independent operation of these resources without any potential for ‘capture’ by commercial interests.

Insist that broadband providers provide web-based public access to detailed information about network outages and downtimes (for instance, in the context of the Telstra ADSL network, this means information regarding exchange and network concentrator outages and restorations)

Encourage equitable access to the Telstra ADSL network by requiring a clear accounting separation between Telstra Wholesale and Retail in the supply chain for the delivery of ADSL, two-way satellite, and other broadband options. Use this mechanism to mandate a level playing field between Telstra Retail and other broadband service providers accessing the Telstra Wholesale DSL network. 

Mandate a process for  churn of subscribers on broadband networks

Mandate that all wholesale network providers (including, specifically, Telstra Wholesale DSL) provide a ‘churn’ (customer rollover) mechanism to avoid any anti-competitive retention of existing customers due to unreasonable barriers to their changing providers. 

No Telstra Wholesale ADSL churn mechanism currently exists, despite over two years of deployment time, and despite our repeated requests to Telstra to provide one.

The lack of ADSL (and in the future, other broadband) churn mechanisms actively stifles the potential for new and innovative players to attract customers to their broadband networks.  

The lack of churn places financial and time barriers in the market that discourage customers from moving to new service providers – just as the lack of such churn had a similar effect in the Mobile telephony arena.

Being able to attract new customers efficiently (cost effectively and rapidly) to new service providers helps to stimulate the commercial diversity that in turn will be the ultimate ‘fix’ to the currently perceived ‘problems’ with broadband takeup in Australia.

Appendix B – Geographic expansion of the Coorong Project 

The Coorong Communications Network (http://www.agile.com.au) is a great example of the principle that it is possible to build a new-technology ‘road’ in rural communities, providing a competitive, non-Telstra alternative for the delivery of broadband data and voice services.

That network was built on the simple principle of using federal and state grants, in conjunction with substantial direct investment by Agile, to build a new ‘road’ into the community concerned. 

The ‘road’ was built on the simple basis that, having utilised a grant source to assist in the purchase and installation of the initial network, that the running costs and repair costs of that network ‘road’ could be adequately provided for within the income stream from customers of that network.

The consequence is a new, non-Telstra, competitive telecommunications service portfolio, made available to wholesale data and retail voice customers in the community concerned, and operated entirely sustainably by Agile.

This network exists. This network has achieved and exceeded every contractual commitment that was made to drive its existence. Agile is using this network to deploy entirely new instances of rural broadband infrastructure, and continues to do so today. Agile is using this network to offer sustainable, and dramatically low cost voice services to the community concerned.. 

These service costs are not merely on par with ‘city’ prices for voice telephone calls – they are dramatically below them, due to the integration of this network into the existing Agile national packet switched data network (a network which also carries voice transmissions at exceptionally low marginal cost).

Efforts have been made by other community groups to secure grant funding from the same sources to extend this network, but to no avail – as described in the BAG submission in Appendix A.

Put simply, rural telecommunications in Australia could be dramatically improved by simply convincing the folk in charge of the BARN fund that their mission is to spend the grant funds on worthy applicants’ projects, not to find reasons to withhold that money until the grant window closes. 

Multiple similar projects in South Australia (Iron Triangle, Clare Valley, Eyre Peninsula) that we are aware of have been suspended and abandoned because of the failure of the MMLGA project to gain BARN funding. 

Very simply, if the MMLGA project cannot win funding (as a sustainable, viable project based on extending an existing proven, working model), no other group in South Australia can justify the expenditure and time to submit their applications to a process which seems (currently, at least) unable to appreciate that its mission truly is to fund projects, not to refuse funding for them. 

The money exists. The projects exist. The challenge is to un-block the pipeline that separates the two at this time.

Today, those rural South Australian communities are home to  a lot of disappointed people. People who look at the neighbouring Coorong project and can see precisely what they could achieve. If only the BARN fund could let the rest of the moths out of their wallet. 

Instead, media claims in recent months from BARN have actually that they are looking at reallocating the BARN funding to other purposes due to a lack of interest from applicants in accessing this funding. 

This contention is clearly incorrect – and the consequences are very unfortunate for the rural communities concerned.

