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Question: 134
Topic: Australian Broadband Guarantee funding
Senator Lundy asked:

Last year it was reported that the department awarded funding to Telstra to run ADSL services in the Yorke Peninsular, but that Internode also had Broadband Guarantee funding to provide services in the same area. Can you tell the committee what the circumstances were that led to that occurring and whether or not that constituted a breach of the guidelines?
Telstra mistakenly registered a series of exchanges that it was acknowledged were eligible for a subsidy for the rollout of ADSL? Did it get any funding from the government?

If it did and this was followed through, would it have paid that back?
Answer: 

The Australian Broadband Guarantee provides one-off incentive payments to registered Internet Service Providers to connect and supply Metro-comparable broadband services to eligible premises where such services are not otherwise available. This includes areas where Metro-comparable broadband services are available on a purely commercial basis. 

When assessing Telstra’s application to the Australian Broadband Guarantee, the Department approved one exchange area (Minlaton) that was located on the Yorke Peninsula, South Australia. The Department also approved Telstra’s application to register the Coonalpyn and Tintinara exchange areas which are located in the Coorong region of South Australia.

The decision to approve these particular exchange areas was based on the Department’s knowledge of existing commercial network coverage, at that time. The Department had not received any advice from Internode regarding its commercial ADSL2+ network deployments at the same telephone exchanges.
Once this advice was received, the Department immediately sought an explanation from Telstra, which subsequently requested that these three exchange areas be withdrawn from the network coverage registered under its Australian Broadband Guarantee funding deed. 

Telstra did not receive any Australian Broadband Guarantee funding for connections enabled in either the Minlaton, Coonalpyn or Tintinara exchange areas. 
In assessing applications to the Australian Broadband Guarantee program from both Internode and Telstra, the Department approved a further eight exchange areas (on the Yorke Peninsula or in the Coorong Region) for inclusion in Telstra’s Funding Deed and subsequently also approved these areas as part of Internode’s registered wireless network coverage area.

In accordance with the assessment processes outlined in the Program Guidelines, the Department approved Telstra’s ADSL Service Solution in these overlapping areas as they were found to best meet the Service Area assessment criteria.

In also approving the same eight areas for inclusion in Internodes Funding Deed, the Department had regard to section 3.6 of the Guidelines which states: 

Applicants should note that a degree of overlap of Service Areas may be allowed, where: 

· such overlap can be reasonably justified; 

· is in the best interests of consumers as determined by DCITA; and 

· does not amount to substantial or complete duplication of existing or proposed service coverage. 

The Department sought to ensure that potential customers in the Yorke and Coorong region have the best possible access to program services. While it is generally the intention under the Guidelines that a registered Service Area be covered by a single provider, the decision to allow Internode’s wireless coverage to overlap Telstra’s approved ADSL Service Areas allowed for more complete and comprehensive access to broadband services in these areas.
Although Internode and Telstra both have these specific regions included in their respective Funding Deeds, this does not amount to a duplication of funding which is only paid on a 
per-premises basis, after a broadband connection has been enabled.
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Question: 135

Topic: OPEL coverage maps
Senator Lundy asked:

My next question relates to the department’s preparation of electoral maps showing OPEL coverage last year which the government distributed. What maps did the department prepare relating to electorates and how many electorates were mapped?

I am referring to maps that showed OPEL coverage, some of which may have been relating to electorates or groups thereof, or indeed geographic areas. I want to know whether the department prepared maps relating to OPEL coverage?

The seat of McEwan was one of those?

Answer: 

The Department prepared maps of OPEL coverage for all electorates including McEwan.
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Question: 136

Topic: OPEL consortium
Senator Birmingham asked:

Has the OPEL consortium lodged an initial business plan or progress report with the department and/or Minister for approval? If so, when was this lodged?

Has approval or other feedback been provided? If so, what feedback and when? If not, why not?

Have there been any delays in the expected development of the network to be provided by the OPEL consortium? If so, what delays?

Is delivery of the services promised by the OPEL consortium expected to occur on time and on budget?

Answer: 

The Implementation Plan was lodged on 9 January 2008. Approval of the Plan was a precondition for any funding being paid. 
The Department’s assessment of the Plan found that OPEL did not achieve the required service coverage. Accordingly, the Department rejected the Plan. On 1 April 2008 the Department notified OPEL Networks in writing of its decision to reject the Plan as it did not achieve the required service coverage.  

The Minister announced on 2 April 2008 that OPEL Networks’ wireless broadband project would not proceed.
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Question: 137

Topic: OPEL consortium
Senator Birmingham asked:

Has the government sought advice regarding the implications of cancelling, voiding or varying some or all of the contractual arrangements entered into with the OPEL consortium?  If so, what has this advice indicated regarding the potential to cancel, void or vary any of the contractual arrangements with the OPEL consortium and the extent of liabilities resulting from such action?
Answer: 

On 2 April 2008 the Minister announced that the OPEL Networks wireless broadband project will not proceed because OPEL’s Implementation Plan was not approved. Approval of the Plan was a precondition for funding being provided. 

The funding agreement provided that where the Commonwealth gave notice that it did not consider the funding conditions were satisfied, the funding agreement is deemed to have terminated without liability to either OPEL Networks or the government. That notice was issued on 1 April 2008. 
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Question: 138

Topic: OPEL
Senator Birmingham asked:

Has the government sought to cancel, void or vary any aspects of the contractual arrangements entered into with the OPEL consortium? If so, what aspects has the government sought to cancel, void or vary and in what terms?
Answer: 

On 2 April 2008 the Minister announced that the OPEL Networks wireless broadband project will not proceed because OPEL’s Implementation Plan was not approved. Approval of the Plan was a precondition for funding being provided. As a result of the Plan not being approved, the Funding Agreement is deemed to have terminated without liability to either party.

Prior to submission of the Implementation Plan by Opel Networks in January 2008, a variation was drafted in consultation with OPEL relating to its obligations under the Building and Construction Industry Improvement Act 2005. The variation was proposed to ensure that the terms of the Funding Agreement (as executed in September 2007) dealing with OPEL’s compliance with the Australian Government’s Building and Construction Health and Safety Accreditation Scheme were consistent with legislative changes made to that Act on 1 October 2007. The proposed variation was never executed by the parties.
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Question: 139

Topic: OPEL

Senator Birmingham asked:

Does the government believe the decision by Telstra to switch on ADSL2+ at more exchanges impacts on the OPEL business case?
Answer: 

It would have been a matter for OPEL, if its Implementation Plan had been approved, to manage any impact from the commercial decisions of its competitors.
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Question: 140

Topic: Broadband availability estimates
Senator Birmingham asked:

Given the decision by Telstra to switch on ADSL2+ at more exchanges what are the government's estimates on the availability of broadband to Australian consumers for each of the next 3 years – what proportion of consumers will be able to access broadband; at what minimum and average speeds will such access be achieved; and through what technologies or delivery modes?
Answer: 

The Department is not in a position to predict the future plans of Australia’s commercial internet service providers. Future commercial investment in broadband is a matter for these companies.
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Question: 141
Topic: ADSL2+
Senator Birmingham asked:
Did the Minister provide any other statements of 'comfort' to Telstra (written or verbal) in addition to the written letter from the Minister cited by Telstra as a key reason for their decision to switch on ADSL2+ from more exchanges? If so, what statements were provided? Did the letter from the Minister cited by Telstra contain any new information that had not already been provided to Telstra by the former Minister for Communications, if so, what new information? Has the Minister made any promises to Telstra to legislate if the assurances provided in his letter do not prove accurate?

Answer: 

I did not provide any other statements of comfort to Telstra.

I am not aware of what information the former Minister provided to Telstra. Telstra has stated that the former Minister did not send any letter about this matter.
I have not made any promises to Telstra to legislate in relation to ADSL2+.
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Question: 142

Topic: Australian Broadband Guarantee
Senator Birmingham asked:

How many claims have been made for a subsidy under the Australian Broadband Guarantee?  

How does this compare with budgeted expectations? Is the government committed to the ongoing delivery of this subsidy?
Answer: 

As at Thursday 13 March 2008, the Department has paid a total of 9,869 claims with a total value of $23,712,500.00 (ex. GST) under Australian Broadband Guarantee and a total of 12,448 claims with a total value of $28,429,000.00(ex GST) under the Australian Broadband Guarantee Transitional Period. 

The Australian Broadband Guarantee program is a demand-driven program with expenditure based on the fluctuations in consumer demand for services. While at this stage this spending profile is below the budgeted amount of $142.560 million, this can in large part be attributed to the change over between the transitional and final program and the time taken for newly registered providers to deploy infrastructure.

The Government has announced an additional $95 million to continue the program to 30 June 2009.
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Question: 143

Topic: Government’s $4.7 billion ‘Fibre to the Node’ election commitment
Senator Birmingham asked:

1. Will the Government’s contribution to this project be capped at $4.7 billion, regardless of whether it is ultimately a Fibre to the Node, Fibre to the Home or any other sort of service?

2. When does the Government expect to call for expressions of interest and/or tenders to provide the service; when does it expect to select a successful tenderer or partner; and when is it committed to delivery of the service by?  Who will assess the tenders and make recommendations to Government?
Answer: 

1. Yes.

2. The Government issued a Request for Proposals to roll-out and maintain the National Broadband Network on 11 April 2008. The Request for Proposals states that a Government decision on the successful proponent is expected during October 2008. The Request for Proposals also states that the Government expects that 98 per cent coverage will be met within five years of contract award. The Government expects services to be offered progressively as the network is rolled out.
The Government has appointed a Panel of Experts to assess proposals and make recommendations to Government. The Panel comprises:

· Ms Patricia Scott, Secretary, Department of Broadband, Communications and the Digital Economy (Panel Chair)

· Mr John Wylie, Lazard Carnegie Wylie CEO. 

· Mr Tony Mitchell, Allphones Chairman. 

· Laureate Professor Rod Tucker, University of Melbourne. 

· Professor Emeritus of Communications, Reg Coutts, University of Adelaide. 

· Mr Tony Shaw, former Australian Communications Authority Chairman. 

· Dr Ken Henry AC, Treasury Secretary.
The Panel will be supported by the Department of Broadband, Communications and the Digital Economy, specialist advisors in relation to economic regulation and technical, legal and financial and commercial issues and other relevant Departments and agencies. The Australian Competition and Consumer Commission will provide advice on pricing and competition issues and deliver a written report to the Panel.
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Question: 144

Topic: Government’s $4.7 billion ‘Fibre to the Node’ election commitment
Senator Birmingham asked:

Will the Government set a maximum access price? If so, at what level? Will the Government guarantee access to the network for all providers? How will access pricing be determined?

What minimum speed will be required to be delivered to what proportion of Australian households and businesses?

Will the Government specify the form of technology to be used for delivery of the service in the tender documents? If so, what technology or technologies?
Answer: 

The Government has announced that the network will have open access arrangements that ensure equivalence of access charges and scope for access seekers to differentiate their product offerings by allowing the customisation of access speeds, quality of service and contention ratios. Final access arrangements will depend on the proposals received in response to the Request for Proposals and the proposal finally selected.

The Government has announced that the network should be capable of delivering a minimum speed of 12 Megabits per second to 98 per cent of Australian homes and businesses.

The Request for Proposals for the National Broadband Network was released on 11 April 2008. One of the Commonwealth’s objectives for the National Broadband Network is that it ‘uses fibre-to-the-node or fibre-to-the-premises network architecture’.
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Question: 145

Topic: Government's $4.7 billion 'Fibre to the Node' election commitment
Senator Birmingham asked:
Is the Government committed to the project being a joint venture, with a single company being created part owned by the Commonwealth and part owned by a private provider or consortium, as per their election commitment? If so, what steps will be taken to protect the Commonwealth's investment? If not, under what investment terms will the $4.7billion be provided?

Answer: 

The nature of the Government’s investment in the National Broadband Network will be a matter for the assessment process and will be considered in the context of the proposals that are received. The Government has expressed a preference for an equity investment in the National Broadband Network. If other options are put forward the Government will consider them. What is important to the Government is achieving the best outcome from the process for the people of Australia.

Proposals will be subject to a rigorous, open and transparent assessment process by the Government’s Panel of Experts, supported by the Department of Broadband, Communications and the Digital Economy, specialist technical advisers, the Australian Competition and Consumer Commission and other Commonwealth departments and agencies.

In addition to the protections inherent in a rigorous assessment process, the Government’s investment will be protected by appropriate mechanisms. These mechanisms could include, but are not limited to, the structure of the investment and legislative and/or contractual arrangements, including in relation to performance. The final arrangements will be determined by the competitive assessment process. 
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Question: 146

Topic: Government's $4.7billion 'Fibre to the Node' election commitment

Senator Birmingham asked:

Has the department costed the provision of Fibre to the Node and Fibre to the Home services?  If so, what are those cost estimates? What speed of service to do they deliver to what proportion of Australian consumers?
Answer: 

The Department has undertaken some preliminary costing work in relation to a Fibre to the Node network and a Fibre to the Premises network. The costing work has been indicative only and was not conclusive in relation to speed or cost in either case as there are a wide range of factors that could influence the result.   

The full cost of the new National Broadband Network will be determined through the competitive assessment process being undertaken by the Government. The Government has announced that funding for the National Broadband Network will be capped at $4.7 billion and has indicated that proponents will be expected to make a significant contribution of their own towards the cost of the network. The Government has indicated that it is willing to be flexible regarding how industry may meet its objectives for the National Broadband Network.

The Government has announced that the National Broadband Network should provide a minimum speed of 12 Megabits per second to 98 per cent of Australian homes and businesses. Organisations that submit proposals to roll-out the network will be expected to demonstrate that they will cover 98 per cent of homes and businesses at the minimum speed of 12 Megabits per second.
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Question: 147

Topic: Government's $4.7 billion 'Fibre to the Node' election commitment
Senator Birmingham asked:
When did the Government decide to abandon its election commitment that it would require an equity model for delivery of the Fibre to the Node network? Who made this decision and who was consulted? Were any telecommunications providers consulted prior to the decision or advised before it was made public? If so, who and when?

Answer: 

The nature of the Government’s investment in the National Broadband Network will be a matter for the assessment process and will be considered in the context of the proposals that are received. The Government has expressed a preference for an equity investment in the National Broadband Network. If other options are put forward the Government will consider them. What is important to the Government is achieving the best outcome from the process for the people of Australia.
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Question: 148

Topic: Fibre optic cable
Senator Ronaldson asked:

Does the Department have knowledge of where fibre optic cable is currently being used to provide consumers with Broadband services in Australia and how many customers are involved?

Can the Department provide maps to this effect?
Answer: 

As part of its administration of funding programs and its industry monitoring activities, the Department has an understanding of the areas where fibre to the home services are being deployed. These areas appear to be predominantly in new housing estates in or near metropolitan areas.

The Department cannot provide comprehensive maps of these networks nor the location of customers connected to them.
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Question: 149

Topic: Fibre Optic Cable

Senator Ronaldson asked:

Has the department been asked to conduct a national dark and lit fibre audit by the Minister?

By what means could the Department ask all the ISP’s (Internet Service Providers) for an audit of their fibre optic cable? Would say a temporary or permanent licence condition be considered?
Answer: 

The Department has not been asked to conduct a national dark and lit fibre audit by the Minister.

The Government wrote to certain carriers in February 2008, regarding the provision of network information, including optical fibre networks, for the purpose of the National Broadband Network competitive assessment process. The request did not distinguish between dark and lit optical fibre network infrastructure. It was considered that information about the presence of optical fibre would be sufficient for the purpose of assisting potential proponents to develop proposals.

On 19 March 2008 the Government introduced the Telecommunications Legislation Amendment (National Broadband Network) Bill 2008 which provides a legislative mechanism for the collection of network information from carriers and disclosure to potential proponents for the purpose of the National Broadband Network competitive assessment process. The network information that would be obtained under the proposed legislation would be specified in a subordinate instrument. The required information may include information about optical fibre infrastructure, however the specific information would be determined by the Minister following consultation with carriers on a draft instrument. 

The proposed legislation includes strong provisions to limit the disclosure of the network information to potential proponents for the purpose of developing a proposal and provides the Minister with the power to impose additional conditions to further limit disclosures.

More generally, the Department monitors industry developments in terms of technology deployments and consults with industry on an ongoing basis. In monitoring industry developments the Department is constrained at times by commercial confidentiality which may apply to information about telecommunications infrastructure. 

The Australian Competition and Consumer Commission (ACCC) also conducts an audit of telecommunications infrastructure to further inform its analysis of the state of competition in relevant telecommunications markets. On 19 December 2007, the ACCC made the Infrastructure Record-Keeping Rule, under Division 6 of the Trade Practices Act 1974, which requires 22 specified carriers to report on the locations of their core network and Customer Access Network infrastructure, including optical fibre infrastructure. The Infrastructure Record-Keeping Rule does not distinguish between dark and lit optical fibre infrastructure. Under Division 6 of the Trade Practices Act 1974, if the ACCC was to consider disclosure of the information, then it must have regard to the legitimate commercial interests of the carrier or carriage service provider that have provided the information.
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Question: 150

Topic: Nationalised Telecommunications Networks
Senator Ronaldson asked:

If the Government and the Department know where all the fibre optic cable is across Australia has the Government considered nationalising it?

Is the Department aware of any other nationalised telecommunications networks that have been commandeered by Governments around the world?
Answer: 

The Department does not have access to full detail of fibre optic cable deployment across Australia.

The Government has not announced and is not considering nationalising any telecommunications networks.

The Department is not aware of any recently nationalised telecommunications networks around the world. 
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Question: 151

Topic: Fibre to the Node Network
Senator Ronaldson asked:

How many ISP’s currently offer Fibre to the Home and how many premises are connected via this method?

Does the Department accept the view that a fibre to the node network would cost more than the $8-9 billion?

Answer: 

The Department is aware that a small number of providers have deployed fibre to the home services in new housing developments in or near metropolitan areas. The Department does not hold information about the number of subscribers who have taken up these services.

The full cost of the new National Broadband Network will be assessed through the competitive assessment process being undertaken by the Government. The Government has announced that funding for the National Broadband Network will be capped at $4.7 billion and has indicated that proponents will be expected to make a significant contribution towards the cost of the network.
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Question: 152

Topic: Fibre to the Node network
Senator Ronaldson asked:

Has the Department done any costings for a FTTN network to 98% of the population and what was the result of the costing?

What does the Department consider 98% of the population to be?

Can the Department provide a listing and/or map of geographical areas included in covering 98% of the population?
Answer: 

The Department has undertaken some basic costing work in relation to a Fibre to the Node (FTTN) network. The costing work has been indicative only and was not conclusive as there are a wide range of factors that could influence the result. The full cost of the new National Broadband Network will be considered as part of the competitive assessment process being undertaken by the Government. The Government has announced that funding for the National Broadband Network will be capped at $4.7 billion and has indicated that proponents will be expected to make a significant contribution towards the cost of the network.

The Government has announced that the National Broadband Network should provide a minimum speed of 12 Megabits per second to 98 per cent of Australian homes and businesses. The Request for Proposals to roll-out and maintain the National Broadband Network, released on 11 April 2008, states that the 98 per cent figure is to be taken as the national aggregate of homes and businesses at the end of the roll-out period. The detailed listing of areas to be covered will be contingent on proposals received to roll-out the network.
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Question: 153

Topic: National network in Korea
Senator Ronaldson asked:

What was the cost of the national network in Korea, which is the same geographic size as Victoria?

What was the take up rate of the national network in Korea?

Answer: 

In 2003, the Korean Government announced a $US 1.7 billion joint public/private sector project to connect broadband services to some 10 million residential premises. The project is due for completion in 2010. Broadband companies in South Korea use a variety of technologies to deliver high speed connections to customers including ‘optic local area networks’, ethernet to the home and fibre to the home. 

The Korea Times, 5 September 2005, reported that these networks are theoretically capable of delivering speeds approaching 100 Mbps in apartment buildings where fibre is connected to the premises. Actual delivered speeds are typically significantly less, depending on the number of users sharing the optical local area network connection. Where fibre is not connected to premises in these networks the speed available is less than 10 Mbps.
South Korea’s major daily newspaper, Chosun Ilbo reported on 6 April 2007 that by the end of February 2007, the three largest providers of high speed broadband services reportedly had a total of 3.21 million subscribers to their optic local area networks. The same report advised that Korea Telecom (or KT as the company is now known) was preparing to commence fibre to the home services in areas where the national network was sufficiently developed.

While take up rates for the still incomplete network are not known, the following contextual material is provided. The Business Monitor International Telecommunications Report for Q1 2008 reported that South Korea had an estimated 35.2 million Internet users and of these, 14.9 million (42.3%) were broadband users. In June 2007 the OECD reported that 31% of all broadband connections in South Korea were by fibre.
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Question: 154

Topic: OPEL network
Senator Ronaldson asked:

How far advanced is the process of considering the OPEL business case?

Will Telstra’s recent ADSL2+ decision result in a re-think of the $958 million in funding earmarked for the OPEL network?

Will the Minister renege on any part of the $958 million committed to the OPEL network?

Answer: 

A precondition of the Funding Agreement was that OPEL Networks submit an Implementation Plan, detailing, among other things, the results of testing and mapping to substantiate the service coverage set out in OPEL Networks’ proposal. 

OPEL Networks lodged its Implementation Plan with the Department on 9 January 2008.  Approval of the Plan was a precondition to any funding being paid. 

A detailed assessment of the Plan was undertaken by the Department. The assessment found that the Plan failed to demonstrate that the coverage requirements specified in the Funding Agreement would be achieved. 
It would have been a matter for OPEL, if its Implementation Plan had been approved, to manage any impact from the commercial decisions of its competitors.

The Government had committed to honouring the OPEL Funding Agreement according to its terms. As a result of the Implementation Plan not being approved, as announced by the Minister on 2 April 2008, the Funding Agreement is deemed to have terminated without liability to either party.
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Question: 155

Topic: BroadbandNow

Senator Ronaldson asked:

The government has also announced a reversal of the $2.4 million BroadbandNOW initiative, what impact on broadband take up rates is expected from this change?

Answer: 

Reversing the BroadbandNOW initiative is not expected to have an impact on the take-up rates for broadband.


- 1 -

