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Confidential

The main objective of this individual submission to the Senate Inquiry on the Telecommunications Competition Bill 2002 is to briefly seek some clarifications of certain provisions of the Bill and thereby bring into the attention of the Members of the Senate Inquiry the importance of these clarifications. The questions/clarifications, in fact, advocate automatically either additional provisions or changes in the proposed Bill   to enhance the effectiveness of the Bill. 

The submission mainly covers matters relating to the Australian Telecom Regulatory Regime.

1.
Objective: I believe the main objective of the Bill is to enhance the effectiveness of the existing competitive conditions in the market and thereby attract more investment in the telecom sector.  If so, do the Members of the Senate Inquiry really believe whether it is possible to achieve this by introducing this Bill when Telstra is in virtual control of many segments
 of the market?  

2.
Self Telecom Regulation:  Australia may be the only OECD country that has introduced a form of self-regulatory regime and this has been declared in the Telecommunications Act 1997.  The main reason for the introduction of self-regulation is the simplicity in the telecom market regulation and thereby attracts continuous investment in the telecom sector.  Do we really have simplicity in our telecom market regulation?  If so, how far this Bill is going to further self-telecom regulation?  

3.
Failure of Telecom Regulation: I would like to provide simple illustrations to show the failure of telecom regulation. The ACA submits what we call it as the Telecom Industry Performance report to the Minister for Communications, Information Technology and the Arts on an annual basis. The network performance statistics is part of this report. It has been reported Telstra has not submitted so far its CDMA
 network performance statistics from 1998 onwards. What sort action the ACA has taken so far to enforce this? Do the members foresee a similar status quo when we implement provisions relating to the accounting separation of this Bill?

4.
Coordination among Telecom Regulators: The telecom market regulation is currently based on “information exchange”(I would rather refer this as a paper based exercise) between telecom carriers and many regulators viz, ACA, ACCC, TIO and DCITA
.  Is it necessary a legally binding coordination mechanism? If so, how does the Bill address the coordination mechanism among these players? 

5.
Universal Service Obligation: The Universal Service Obligation (USO) is one, but the most important regulatory safety nets provisioned in our telecom legislation
. However, the Australian Regional, Rural and Remote (RRR) areas are still lacking telecommunications services in terms of availability and reliability.  Will the introduction of Bill enhance the USO?   How does the Bill address this issue? 

6.
Accounting Separation: One of the important provisions in the Bill is the separation of Telstra’s Wholesale and Retail accountings?  Why we should apply only to Telstra? Why other telecom carriers with some appreciable market powers cannot be included?  Who does the independent auditing of the accounting separation?  Is it possible to include a provision regarding accounting separation for USO subsidies?

7.
Viability of Market Participants:  OneTel’s crash in Australia and crash of WorldCom in the USA have brought a unique issue in the telecom industry, i.e. a new form crime committed by the professionals
.  The OneTel crash has made the investors lose confidence in the Australian telecom market and the WorldCom crash brought further uncertainty in the whole telecom industry. Ensuring the viability of market participants while guaranteeing the availability of reliable telecommunications service at affordable prices is the objective of any telecom regulation. It is necessary the financial viability of telecom carriers need to be monitored by telecom regulators, viz ACA/ACCC/ASIC to ensure no more OneTel crashes in Australia. The Bill has failed to address this particular issue.  

I also believe our second largest telecom carrier; Optus has been over-valued when Singapore Telecom bought the shares from Cable and Wireless. Under this condition what should be the role of our regulatory agencies ACA and ACCC?  Should the role only played by the stock market regulator ASIC
?  I have not seen any provisions regarding joint regulatory exercise by ACA/ACCC/ASIC in the Bill? It is not too late to include certain provisions in this regard. 

8.
Research and Development in Telecom Sector: Does the Bill include a mandatory contribution towards R & D efforts in telecommunications technology in Australia? I cannot see any provisions in the Bill. I also do not wish to explain the importance of R & D in telecommunications technology in Australia for the Members of the Senate Inquiry.

9.
Reconciliation of Competition and Social Responsibility:
 Reconciling the liberalization of telecommunications services and USO is the most difficult task in today’s competitive telecom world.  However, I believe it is still possible to achieve to a certain extent in Australia. Will the Bill be able to reconcile the competition and the government’s social responsibility of the USO? 

10.
Conclusion: Although the bill has been result of the Productivity Commission findings the Bill has failed to address most of the issues highlighted here. What we need at this stage a simple but effective telecom regulation which has clear provisions not only to telecom carriers and other market participants but also to consumers on the street to attract investment in the telecom sector.  
Disclaimer: The opinions expressed here are the personal individual opinions of the author and are not necessarily reflect the opinions of the Author’s current employer- the Hutchison 3G Australia Pty Ltd

The information in this submission is not confidential in nature and can be made available to the general public







� Fixed, Mobile and Internet services


� Code Division Multiple Access-a network technology mainly used to provide mobile services in RRR areas.


 � DCITA is mainly a policy-making institution.


� The USO has been provisioned in many Acts, Viz, the Telstra (Dilution of Public Ownership) Act 1996, Telecommunications Act 1997, and the Telecommunications (Consumer Protection and Service Standard Act 1999.


� Artificially increasing the annual profits


� The Australian Securities and Exchange Commission
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