Senate Environment, Communications, Information Technology & the Arts Legislation Committee
ANSWERS TO ESTIMATES QUESTIONS ON NOTICE

Communications, Information Technology & the Arts

Telstra Corporation
Budget Estimates Hearings (6-7/6/2001)


Outcome na, Output na 





Question: 103

Topic: GST Billing

Hansard Page: 292/293

Senator Bishop asked:

(GST Billing) Can you give me a ballpark figure on how many consumers were affected?

I have brought that to your attention and you will provide the response in writing.

Answer:

Telstra is continuously reviewing and seeking to improve the accuracy of its billing systems to ensure that it complies with all statutory and regulatory requirements. Telstra, following consultation with the Australian Taxation Office and the ACCC, has improved its billing system to now provide only one GST rounding at the end of each bill. As a consequence, the maximum "excess" GST amount per bill that may be generated is 0.5 cents, which is consistent with the A New Tax System (Goods and Services Tax) Act 1999. Any such "excess" amount is automatically remitted to the ATO.  Telstra’s policy, however, is to round down the total amount payable on a customer’s bill to the nearest five cent multiple. 

The exact number of customers impacted by Telstra’s previous rounding method is almost impossible to quantify due to the mathematical probabilities inherent in the rounding calculation.  However, Telstra’s mathematical modelling indicates that the net impact of Telstra’s rounding method upon customers was neutral. A factor in this analysis is Telstra’s practice of rounding down the total amount of the bill to the nearest 5 cent multiple, which confers an average 2 cent benefit per bill to customers.

Background:

Closer examination of the Telstra bill provided by Senator Bishop has revealed that the GST was correctly applied.   The inclusion on the bill of a Customer Service Guarantee (CSG) payment of $12 (which does not attract GST) under “Other charges and credits” reduced both the GST-exclusive and the GST-inclusive total amount payable.  Adjusting these amounts to not take into account the CSG payment results in a GST-exclusive amount of $182.53 and a GST amount of $18.25. That is, GST does not exceed 10% of the GST-exclusive amount of $182.53.

Outcome na, Output na 





Question: 104

Topic: Radio Concentrator Systems

Hansard Page: 294

Senator Bishop asked:

What is the size of the program that Telstra previously had in place to upgrade the radio concentrator systems to remote Australia?

Can you give me the figures for the last five years?

Answer:

The following sets out levels of capital expenditure for radio concentrator replacement over the last five years:
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The $25M million expenditure for 2000/2001 is additional to the capital expenditure included in the Untimed Local Call tender.

Outcome na, Output na 





Question: 105

Topic: Radio Concentrator Systems

Hansard Page: 294

Senator Bishop asked:

(Upgrade of radio concentrator systems) Can you tell me how much you expect to spend over each of the next four financial years on implementing the tender?

Answer:

Telstra regards this information as commercial in confidence.

Outcome na, Output na 





Question: 106

Topic: Radio Concentrator Systems

Hansard Page: 295

Senator Bishop asked:

I do not want you to go to a lot of work on this, but if you could take it on notice I would appreciate it if you could advise me in what geographic areas, and the consumer base within those geographic areas, where you will have to upgrade from the current older infrastructure to get to that minimum level of 14.4.

Answer:

The customers who will benefit from the minimum 14.4 kbit/sec dial up speed in extended zones will be scattered throughout all extended zones. Current limiting technology includes some radio technologies used in low density areas as well as some types of electronic devices used on copper access networks in built up community areas. The customers impacted can expected to be representative of the full consumer base in remote Australia, including consumer, small and medium business, broad-acre farming and corporate (eg mining, tourism).

Outcome na, Output na 





Question: 107

Topic: Radio Concentrator Systems

Hansard Page: 296

Senator Bishop asked:

(Upgrade of radio concentrator systems) In these areas, what percentage of the consumer base is going to enjoy that higher level of service?

Answer:

Telstra expects that some 75% of consumers in extended zones may be able, if their modem is suitable and correctly configured, to enjoy data speeds of up to 24 to 26 kbs.  The remaining 25% will be able to enjoy speeds of at least 14.4kbs.

All customers in extended zones will also be offered access to Telstra’s BigPond broadband 2-way satellite Internet services.  This will provide a choice of access speed (ranging from 33.6 to 400kbps) and prices.

Outcome na, Output na 





Question: 108

Topic: Seaphone

Hansard Page: 296

Senator Bishop asked:

Have you increased the prices of the sea phone service since March 1996?

Can you take that on notice and tell us, if you have increased them, what the price increases have been over that time and when those price increases occurred?

Answer:

In general terms, there have been very few changes in the price components of Seaphone since March 1996, except for the introduction of the GST.  However there have been a number of changes in the pricing structure.  In fact some charges such as ship to ship calls and Weatherfax rates have decreased. 

The following table sets out details of pricing variations since 1996:


March 96
Nov 96
March 97
April 98 
March 99
October 99
July 2000

SEAPHONE (VHF Radio Network)

Manual Calls 

Per minute
$1.30 (Aus & NZ) or $2.80 or $3.40 (int'nat)


$1.35 (Aus & NZ) or $2.85 or $3.45 (int'nat)


$1.35 (Aus & NZ) or $2.85  or $3.45 (int’nat)   


$1.55 (Aus & NZ) or $3.05 (int’nat)   


$1.55 (Aus & NZ)

Or $2.85 or $3.45 (int'nat)
$1.55 (Aus & NZ) or $3.05 (int’nat)   


$1.705 (Aus & NZ (inc 15.5 GST) or $3.35 (int'nat) 



AutoCalls

Per minute
Peak:$1.30 

(Aus & NZ)

Off peak: $1.00 
Peak: $1.35

(Aus & NZ) Off pk: 99c
Peak: $1.35 (Aus & NZ) 

Off Pk: 99c or $2.85  or $3.45 (int’nat)   
Peak: $1.35 (Aus & NZ) 

Off pk; 99c or $2.85  or $3.45 (int’nat)   


Peak: $1.25 (Aus & NZ) Off pk: 99c or $2.75 (int'nat)


$1.25 (Aus & NZ) or $2.75 (int’nat)

(no off pk)
$1.375 (Aus & NZ)  (inc 12.5 GST) or $3.35 (inc 0.30 GST)

 (no off pk)

Ship to Ship repeater calls

Per minute
$1.00 
75c
75c 
75c
75c
75c
82.5c per minute (inc 7.5 GST)

Weatherfax

Per minute
$1.50 
$1.35
$1.35
$1.35
$1.35
$1.35
$1.375 (inc 12.5 GST)

AUTO SEAPHONE – ANNUAL REGISTRATION FEES AND PLANS

Standard Registration Plan 
$50 (no calls included)
N/A
N/A
N/A
N/A
N/A
N/A

Plan 99
$99 (inc $79 pre-paid call)
$99 (inc $79 pre-paid call)
$99 (inc $79 pre-paid call)
$99 (inc $79 pre-paid call)
$99 (inc $79 pre-paid call)
$99 (inc $79 pre-paid call)
$101 (inc $2 GST and $79 pre-paid call)

Plan 162
$162 (inc $159 pre-paid call with 10% discount on calls)
$162 (inc $159 pre-paid call with 10% discount on calls)
$162 (inc $159 pre-paid call with 10% discount on calls)
$162 (inc $159 pre-paid call with 10% discount on calls)
$162 (inc $159 pre-paid call with 10% discount on calls)
$162 (inc $159 pre-paid call with 10% discount on calls)
$162.30 (inc 0.30 GST $159 pre-paid call with 10% discount on calls)

Plan 306
$306 (inc  $289 pre-paid call with 20% discount on calls)
$306 (inc  $289 pre-paid call with 20% discount on calls)
$306 (inc  $289 pre-paid call with 20% discount on calls)
$306 (inc  $289 pre-paid call with 20% discount on calls)
$306 (inc  $289 pre-paid call with 20% discount on calls)
$306 (inc  $289 pre-paid call with 20% discount on calls)
$307.70 (inc $1.70 GST and $289 pre-paid call with 20% discount on calls)

Plan 540
$540 (inc $479 pre-paid call with 30% discount on calls)
$540 (inc $479 pre-paid call with 30% discount on calls)
$540 (inc $479 pre-paid call with 30% discount on calls)
$540 (inc $479 pre-paid call with 30% discount on calls)
$540 (inc $479 pre-paid call with 30% discount on calls)
$540 (inc $479 pre-paid call with 30% discount on calls)
$546.10 (inc $6.10 GST and $479 pre-paid call with 30% discount on calls)

SURCHARGES, OPERATOR CONNECT/HANDLING FEES

Op connect
$3.30

to $3.80
$4.50
$4.50
$5.50
$5.50
$5.50
$6.05 (inc 55c GST)

Person 2 person calls 
$6.00
$6.00
$6.00
$6.00
$6.00
$6.00
$6.60 (inc 60c GST)

Outcome na, Output na 





Question: 109

Topic: Call Zones

Hansard Page: 297

Senator Bishop asked:

Have you been engaged in any discussions with your competitors about the potential impact of any changes to the call zone pricing?

Can you take that on notice, and advise us if you have been and who you have been discussing those changes with?

Answer:

Telstra has not engaged in any discussions with competitors concerning the potential impact of any changes to call zone pricing.  Telstra has conducted internal tests to ensure competitors could provide similar product offerings using existing wholesale products.
Outcome na, Output na





Question: 110

Topic: Call Zones

Hansard Page: 297

Senator Calvert asked:

I have a question on zoning.  Have you done any work on what would happen if you did away with long-distance calls and the whole of Australia was on untimed calls?  Would you have some figure on what that would cost?

(Senator Calvert requested this question be tabled)

Answer:

Telstra has undertaken  preliminary analysis on the impact of the introduction of a 22 cent untimed national local call.  The analysis assumed that this initiative would be introduced in one step over the existing PSTN circuit switched technology.

Notwithstanding this analysis, the introduction of a national zone for an untimed local call over the PSTN could not be achieved commercially in the manner assumed.

However the concept could conceivably be implemented over a considerably longer time frame and over bandwidth (as opposed to call duration dependent) technologies . ie. over IP based packet switched networks after a migration of voice traffic from the circuit switched PSTN network.

The financial estimates provided below should therefore be seen as limited to the scenario specifically modelled and the assumptions used therein.  Changes to these assumptions could significantly affect the financial estimates so derived.  

ESTIMATED FINANCIAL IMPACTS

1. Impact of charging STD calls at 22¢ per call, with access charges unchanged:

(a) around $1 billion per annum revenue and profit before tax, assuming flat elasticity;

(b) Around $800m - $900m per annum, assuming a 50% to 75% increase in the number of calls previously classified as long distance.

2. Estimated network costs to facilitate single untimed local call across Australia:

(a) assuming flat elasticity, network infrastructure costs would be minimal, as the increase in network costs is capacity driven.  However, there would be costs associated with billing system and software changes if Telstra decided to simplify billing in line with the tariff structure.  The software changes are estimated at $60 million.  No estimation of billing system changes is available.

(b) $600m to $750m once off network infrastructure capital costs assuming a 100% to 150% increase in call minutes respectively.

There would also be additional operating costs of between $150m and $230m per annum based on 100% and 150% elasticity assumptions respectively.


Billing system/software costs would be as for 2(a) in the event that Telstra simplified billing.

2. Potential revenue impacts on other products:

(a) Inbound Calling Products including One3, Priority 1300, Freecall 1800

The estimated combined revenue and appropriate pre-tax profit impact is around $350 million per annum.

(b) Mobiles – it is expected that the impact on Mobiles revenue would be around $100 million per annum based on reduced "long distance" mobile calling and no "local" mobile calling behaviour changes.

OTHER COMMENTS

The other area of analysis Telstra has undertaken is to calculate what the price of an untimed national call would have to be to offset the above financial impacts.  Assuming Fixed to Mobile calls are still a timed charge at today's rates, and no increase in volume, there would need to be a single call charge for all fixed network calls of 35 cents (inclusive of GST).  This equates to around 13 cents additional for each of around 12 billion calls, or alternatively, an average basic access rental charge increase of $14 per month.

In addition to the financial estimates above, the following considerations are also relevant to any immediate introduction of a 22 cent untimed national local call rate.

 Impact on capital expenditure budget and implications for line rental charges. STD and Fixed to Mobile revenues make a major contribution to those costs of the access network that are not recovered from line rentals. Without a corresponding increase in line rentals under the changes being modelled to recover these joint and common costs, on-going investment in Telstra’s customer access network could not be justified as Telstra would not be recovering its present or forward looking costs.

 The significant knock-on effects for both private networks services and wireless services as customers switched from those networks to the PSTN, especially for long distance calling.

 The corresponding impact on the structure of competition in the sector having regard to: 

- The likely problems for competitors in successfully continuing to offer timed calls over competing networks;

- The non-feasibility of a competitor offering only untimed calls over the PSTN whilst still making an appropriate return, even assuming the PSTN interconnection arrangements for originating and terminating access (which are timed) could be replaced with an untimed arrangement; and,

- The effect on alternative revenue streams of competitors having regard to the likely cannibalisation of mobiles and corporate network revenues.

Outcome na, Output na 





Question: 112

Topic: Gosford Call Centre

Hansard Page: 299

Senator Bishop asked:

Could you advise us what advice was given to the member for Robertson about the suggestion that the Gosford Telstra call centre would be closed?  Could you further advise when Telstra made a decision to close that call centre?  How do you respond to this public comment by the member for Robertson, and I quote from the transcript of a news item on Radio 2GO on Friday, 1 June: Certainly when these rumours were around five weeks ago I contacted Telstra and I was given assurances that it was business as usual at the call centre and not only have I been misled, but the staff of the call centre have been misled and the Central coast community has been misled by Telstra.

Answer:

The statement by the Member for Robertson is correct, but there was no intention to mislead.  Telstra was responding to an incorrect claim made by the CPSU on April 20 that the centre would close within 6 weeks.  At that time there were no plans to close the call centre within 6 weeks.

However, a series of internal and external events impacting on the future of the Gosford Centre in the weeks following the CPSU claim led Telstra to announce on 21 May 2001 the decision to close the Gosford Call Centre later this year.  These developments included an announcement by the Commonwealth Bank about an intention to open a call centre in Gosford, and an expansion of call centre activities in nearby Newcastle by another part of Telstra. With this in mind, Telstra made the decision to close the Gosford Centre.  

Whilst the time frame for these events was short, Telstra did not knowingly provide misleading advice, but rather was responding to events as they developed over time. 

Outcome na, Output na 





Question: 113

Topic: Business Line Rental

Hansard Page: 300

Senator Bishop asked:

You recently announced increases in business line rental costs to be offset in part by decreased call prices.  Can you tell the committee how much additional revenue will be generated by the increased line rentals and how it will cost to provide the lower call costs?

Answer:

The quantum of the revenue impact cannot be provided for some time with any certainty given that the changes were only introduced from 1 June.  In addition, Telstra regards this information as commercially sensitive.
Outcome na, Output na 





Question: 114

Topic: Plestel

Hansard Page: 305

Senator Bishop asked:

In terms of travel costs……to the island off Arnham Land.

So that would be fully charged to the consumer?

Answer: 

With the sale of the Commander business to Plestel, the repair and maintenance of Commander systems is a matter between Plestel and the customer, and as such Plestel manages the customer charging for this work. In the case of the island off Arnhem Land, a flight is required. The proposed contract between Telstra and Plestel (in which Telstra offers service to these areas) identifies the cost of travel by aircraft, and passes this cost directly to Plestel. What Plestel actually charges its customers is a matter for Plestel.  Where the cost of aircraft can be shared across more than one job, or where the technician is already on site, appropriate adjustments will be made.
Outcome na, Output na 





Question: 115

Topic: Plestel

Hansard Page: 306

Senator Bishop asked:

When you conclude those negotiations – and you can take this on notice- would you provide a copy of that contract to the committee?

Answer:

When the contract is finalised, Telstra will seek permission from Plestel to release details of the contract.
Outcome na, Output na 





Question: 116

Topic: Plestel

Hansard Page: 306

Senator Mackay asked:

Re Commander system…It is my understanding that previously there were guarantees inherent in the customers’ service agreements in relation to repair and maintenance.

Would you be able to provide me with some information about what pre-existed in relation to that?

Answer

Telstra provided a range of service options at differing tariffs for its Commander customers.  These options were based on Telstra's ability to deliver.  Generally, this meant that Telstra would use its best endeavours to respond to faults within the specified 2, 4 or 8 hour timeframes in metro areas or of one to two days for sites in rural and remote areas.

There were no service guarantees incorporated into these arrangements.

Outcome na, Output na 





Question:117

Topic: Redundancies-Tasmania

Hansard Page: 307

Senator Mackay asked:

Re the 31 involuntary redundancies…in Tasmania.

I understand that these workers are due to be made redundant next week.  Is that correct?

Answer

NDC, on 12 June, issued "fair opportunity" letters to the 28 staff at that time still in the involuntary redundancy process.  This letter gave staff a chance to give cause as to why the job search period should not be concluded.  If no good reason was given to extend the job search period, then staff would be advised that their employment would cease in two weeks.  In this two week period, staff could appeal to a review panel if they believed due process had not been followed.  It had been planned to issue letters of termination on 20 June, with employment being terminated two weeks later.

However, a dispute was listed with the AIRC by the CEPU with a hearing to be held before Commissioner Smith in Hobart on Monday 18 June concerning the provision of personal development training.  It was agreed that the letters of termination would not be issued pending Commissioner Smith's determination on a point of process.  That determination has now taken effect and letters of termination were sent to affected staff on Monday 16 July.
Outcome 2, Output 2.1 





Question: 118

Topic: Telstra - NDC Redundancies in Tasmania

Hansard Page: 308

Senator Mackay asked:

(re NDC) Minister, several local MPs have written to you from Tasmania in relation to these 35 redundancies-written to the Prime Minister, and copied I think to you-including the Premier, Mr Jim Bacon, me of course, and I think all of my federal Labor colleagues from Tasmania, also the state Leader of the Opposition, Mrs Napier; basically asking the federal Government to reconsider the issue of the forced redundancies in Tasmania on two bases.

Minister, that my interest in your views on this occasion is that, as I understand it, you were the one who made the initial indication that there would not be any forced redundancies. You have got an opportunity now to clarify that if you wish. 

Senator MACKAY-I can get you the details. I will take that on notice.

Senator Alston-I will be happy to respond.

(This is a shortened version of the question on page 308)

Answer:

NDC is a commercial entity in its own right operating in a competitive market environment. As such, it tenders for work with Telstra and other telecommunications carriers work along with other construction companies. And as with any company, NDC experiences fluctuating workloads based on what contracts it wins or loses in a competitive market place. 

As with other companies, the Government cannot intervene in the way NDC runs its business. 

Telstra has advised that there has never been a guarantee from Telstra or NDC that the job reductions in NDC would not involve some level of management initiated redundancies.  Whilst voluntary redundancies are clearly the preferred approach, it will not always be possible to meet job reduction targets via this means and management initiated redundancies are sometimes therefore inevitable. 

Outcome na, Output na 





Question: 119

Topic: E71's

Hansard Page: 308/309

Senator Mackay asked:

Re E71s and the issue of getting the advice.  There are several ways this can be tackled, including mechanisms through the parliamentary process.  To obviate the necessity for that conduit, can we take it from you here today that you will be doing that for us?

If you could respond to me as soon as possible as to whether you intend to do that, that would expedite actions that we intend to take.

Perhaps in the next week would be good.

Answer: 

Mr John Stanhope wrote to Senator Mackay on 14 June, 2001 agreeing to Senator Mackay's request to release to the Committee, a version of the E71 database with the information Telstra believes is commercially sensitive (ie. relating to customer addresses and technology /asset detail) deleted.  This version will be forwarded as soon as it becomes available.

Outcome 2, Output 2.1 





Question: 120

Topic: Telstra job losses

Written Question on Notice

Senator Mackay asked:

a) Minister, from time to time you have publicly made the comment that Telstra service levels would not suffer as a result of job losses within the Company as jobs would be available elsewhere in the industry.  Is this the case, that workers could find other work in the industry? 

b) Are you aware that Telstra will not use anyone that they have made redundant, even as a contractor, for two years after the redundancy? 

c) How does this fit with your comments that ex Telstra workers could find work elsewhere in the industry?

d) Aren’t the 35 NDC workers in Hobart who are about to lose their jobs next week an example of this? Please list where else in the telecommunications industry these workers will be able to find work, that is not part of Telstra or contracted to Telstra?

e) Does the majority of contractual work in the telecommunications industry come out of Telstra? Provide a percentage and an outline of that contractual work from Telstra?

Answer:

a)
Telstra has advised that it runs a program for staff who have been made redundant, the Career Transition Service which is currently in its 5th year of operation and has had a placement success rate of 91.60% of those staff who actively seek a job.  More generally, employment within the Telecommunications sector has also risen by over 10% in the past 5 years and there continues to be employment opportunities in the telecommunications industry.  

b)
Telstra’s Board and Management are responsible for the day to day running of the company’s operations.  The Government’s role is to establish the legislative framework within which all telecommunications service providers (including Telstra) must operate. This decision is a matter for the company.

c)
See answer to Question (a).  Employment opportunities for individual workers will depend upon types of skills required by other employers and the types of skills of former Telstra workers.

d)
See answer to Question (a).    

e)
Telstra has advised that, over a period of time, it is possible that it may be responsible for a substantial proportion of industry contractual spend.  However, as Telstra does not collect information on the amount of industry-wide contractual work undertaken, it is unable to confirm it’s percentage of industry-wide contract work.  The Department does not collect this information and we are not aware of any ready available sources.

Please note: final response to qon 120 was provided to the secretariat on 13 August 2001 and is below

Outcome 2, Output 2.1 




Question: 120 (final)

Topic: Telstra job losses

Written Question on Notice

Senator Mackay asked:

a) Minister, from time to time you have publicly made the comment that Telstra service levels would not suffer as a result of job losses within the Company as jobs would be available elsewhere in the industry.  Is this the case, that workers could find other work in the industry? 

b) Are you aware that Telstra will not use anyone that they have made redundant, even as a contractor, for two years after the redundancy? 

c) Where did the directive for Telstra to tell its internal managers this information about no ex-Telstra staff person being employed until after two years come from?

d)
How does this fit with your comments that ex Telstra workers could find work elsewhere in the industry?

e)
Aren’t the 35 NDC workers in Hobart who are about to lose their jobs next week an example of this? Please list where else in the telecommunications industry these workers will be able to find work, that is not part of Telstra or contracted to Telstra?

f)
Does the majority of contractual work in the telecommunications industry come out of Telstra? Provide a percentage and an outline of that contractual work from Telstra?

Answer:

a)
Telstra has advised that it runs a program for staff who have been made redundant, the Career Transition Service which is currently in its 5th year of operation and has had a placement success rate of 91.60% of those staff who actively seek a job.  More generally, employment within the Telecommunications sector has also risen by over 10% in the past 5 years and there continues to be employment opportunities in the telecommunications industry.  

b) Telstra’s Board and Management are responsible for the day to day running of the company’s operations.  The Government’s role is to establish the legislative framework within which all telecommunications service providers (including Telstra) must operate. This decision is a matter for the company.

c) This information has been available to managers as part of Telstra policy for many years.  The reminder note was sent out by the Managing Director of Human Resources, Bill Scales, to the Human Resources community within Telstra.

d) See answer to Question (a).  Employment opportunities for individual workers will depend upon types of skills required by other employers and the types of skills of former Telstra workers.

e)  See answer to Question (a).    

f)
Telstra has advised that, over a period of time, it is possible that it may be responsible for a substantial proportion of industry contractual spend.  However, as Telstra does not collect information on the amount of industry-wide contractual work undertaken, it is unable to confirm it’s percentage of industry-wide contract work.  The Department does not collect this information.

Outcome na, Output na 





Question: 122

Topic: Tasmanian Local Call Coverage.
Written Question on Notice:

Senator Mackay asked:

Please provide any information on the results of Telstra's inquiry into the feasibility of extending local call coverage across all of Tasmania.

Answer: 

Telstra 's zoning review sought to determine zoning solutions that could be applied uniformly across Australia, rather than location specific solutions such as extending local calls across Tasmania.  It is of note that to introduce such a charge across Tasmania would mean Tasmanians would have local call access over distances up to 350km, far in excess of the 30km average local call access available elsewhere in Australia.
Outcome na, Output na 





Question: 123

Topic: Telstra Internet Software.

Written Question on Notice:

Senator Mackay asked:

ISPs have complained that users seeking to change ISP from BigPond to non-Telstra ISPs have encountered significant technical problems relating to difficulties in removing BigPond software installation and settings. Please comment on any characteristics of the BigPond software installers that may be responsible, and if any, on what steps are being taken to remedy this problem.

Answer:

When making a connection to BigPond Home a customer will load the Internet Access Kit (CD-Rom) or progress through an online sign up (www.bigpond.com) which, if requested, will configure a customer's PC by creating a Telstra BigPond Profile in Dial-Up Networking. This profile configures information for mail, news, DNS (Domain Name Servers) and Access Numbers. Removing this profile is as simple as deleting the BigPond icon from the Dial-Up Networking box on a customer's PC.

A program exists called IE Restore that is run by Telstra's Technical Support agents over the phone with the customer. This program removes all Telstra Branding from Internet Explorer

Topic: MegaPOPs Rates 





Question: 124

Written Question on Notice:

Senator Mackay asked:

a) How many potential users will be paying for timed local calls to access the Essential Plan?

b) What has been the takeup of the Essential Plan in terms of consumer numbers. Please provide figures for urban, regional and rural areas.

c) What has been the projected present and future takeup?

d) Has the ACCC approached Telstra in regard to the complaints it has received from several ISPs? If so, what were the outcomes of discussions between Telstra and the ACCC on this issue? What are the predicted future outcomes?

e) I understand the ACCC prevented Telstra withdrawing the Call Direct Number Only service until it had a replacement product.  What redress do regional ISPs have if MegaPOP proves more expensive than CDNOs? What level of subsidy to regional users from regional ISPs did the CDNO service represent?

f) Telstra claims the $24.95 rate for the ‘Essentials Plan’ is based on a new MegaPOP wholesale product available to any competing ISP. Do those rates include the necessary Frame Relay or ATM data link pricing? Does BigPond incur these Frame Relay or ATM costs. If ‘yes’, why are regional ISPs claiming they are liable for significant extra data costs and unable to compete? If ‘no’, does this prevent a significant commercial advantage for Telstra?

g) A regional ISP might have to set up a frame relay connection from, say, Melbourne to Ballarat and then supply that same data back via this link to their customers. Is this a more inefficient and expensive process than would apply for Telstra and its BigPond customers?

h) Why can't ISPs do the same as Telstra, and port their customers back to one dial-in location without having to provide this extra infrastructure? 

i) Are Telstra’s Essentials Plan rates based on the MegaPOP prices listed in “Telstra News for Online Service Providers”, Edition 5, April 2001. Do these represent Telstra’s true costs in supplying the service to BigPond users?

j) For a regional ISP, ports are more expensive if the Home CCA, Delivery Point, and Origin Point are in different CCAs but in the same state. If a BigPond user dials into Telstra under this scenario, does it also cost Telstra more? How does it cost Telstra more?

k) What is Telstra’s response to ISPs who have stated the high set-up costs, data and administration costs, make MegaPOP impractical and unworkable?

l) How is it that Telstra has dropped its consumer rates, yet ISDN pricing for regional ISPs doesn’t seem to have dropped for years; keeping their rates high?

m) What is Telstra’s prediction of the impact on regional ISP infrastructure from users migrating ISPs to the Essentials Plan?

Answer:

a) None.  Dial up access to the Essential Plan will be at the cost of a local call.

b)
Whilst Telstra can advise that the takeup of the new $24.95 Essential Plan has exceeded Telstra’s expectations, Telstra regards the details of that take-up rate as commercial in confidence.  
c) See answer to Question b).

d)
Yes. Telstra has been approached by the ACCC seeking information in order for the ACCC to respond to  concerns raised by some ISP's.  There are no outstanding requests for information and any future outcomes would be a matter for the ACCC

e)
Call Diversion (Number Only) (CDNO) is a call diversion service that was never intended for use by ISPs to create virtual PoPs.

Last year Telstra informed the ACCC that it would allow ISPs using CDNO for virtual PoPs covering regional and rural areas of Australia, to continue using CDNO until 30 January 2001 (this was subsequently extended to 30 June 2001) or until an alternative product became available, whichever was the earlier date.

One such alternative is MegaPoP National. Telstra has since announced two new MegaPoP National packaging options, MegaPoP National Access Only and Full Network, that should be of particular interest to small and medium sized regional ISPs. 

To give those ISPs still using CDNO time to assess the new packaging options, and other options available to them, Telstra has provided them with a transition period until 31 December 2001, during which time they can continue to use their existing CDNO service(s) as a virtual PoP to cover regional or rural areas of Australia.

Dial-up charges incurred by the end user and any potential subsidy would be a matter for the individual ISP. 

f) BigPond Home purchases MegaPoP National on equivalent terms and conditions as are available to other ISPs, with applicable term and volume discounts.  BigPond Home also incurs Frame Relay or ATM costs for their connection into the MegaPoP platform. BigPond Home  delivery points are in metropolitan areas which, together with its economies of scale, keeps costs, including data costs, low. 

g) Under MegaPoP National, the ISP’s Frame Relay connection serves two main purposes: to carry authentication and management controls; and to carry data between the end user clients and the ISP’s network.  Some data may be sourced from within the ISPs network (eg. an e-mail server) but the majority is sourced from the Internet, ie. many thousands of Internet Hosts located in the major cities or overseas.  In the case of Big Pond, its main host networks are based in the major cities and directly connected to Internet backbones therein. The underlying architecture of MegaPoP utilises existing large-scale platforms predominantly in metropolitan areas and direct trunk routes to carry the traffic to/from the Local Area Exchange Switches closer to the end user. 

The new bundled package to be released shortly, MegaPoP Full Network, is potentially a more efficient solution for regional ISPs.  Under this structure, the predominant flow of data is channelled directly between the end user clients and the Internet Direct backbone, minimising traffic flow through the ISP’s network and minimising the size and cost of the Frame Relay connection to the ISP.

h) There is a single dial-in access for the customers of each ISP. The MegaPoP points of presence are in metropolitan locations, requiring Frame Relay or ATM connection. An ISP can base their servers in the metropolitan area if they choose.

See also answer to question f).

i)
Yes but by virtue of the size of its operations, Telstra Big Pond can take advantage of applicable volume and term discounts which are available but are not outlined in the newsletter.  The Essential Plan rates reflect actual costs.

j) Telstra has attempted to provide a consistent MegaPoP National tariff structure, even though the geographic and demographic size of CCAs and States obviously vary considerably.  There is a range of aggregate and average costs involved in carrying long-held Internet calls from any phone to any other point in Australia.

k) Telstra has developed two new packages suitable for small and medium-sized ISPs in rural and regional areas that Telstra believes address many of the concerns of ISP's.  The first is an Access-Only system incorporating port rental and Frame Relay access, based on a monthly charge.  For an ISP over 165 kilometres from their capital city, savings of over 20% on previous MegaPoP configurations could be realised if they order 20 ports.  With ISPs over 500 kilometres from their capital city, savings of well over 40% are possible if they order 20 ports. . 

The second package is a Full Network solution that combines an access/Frame Relay fee per package per month with a per-Megabyte data charge. An ISP located over 165 kilometres from their capital city and ordering 20 ports, a possible saving of over 30% on previous MegaPoP configurations could be realised. 
l)
Costs associated with PSTN and ISDN services involve both an access charge and a usage charge.  Telstra has been re-balancing both PSTN and ISDN to increase access charges toward greater cost recovery.  Over the same time, usage charges have been coming down.  As ISPs use ISDN primarily to terminate incoming calls, they benefit to a lesser extent from reduced usage charges.
m) There is no available data upon which to make a prediction. However, Telstra is committed to ensuring that ISPs have the right resources to suit their needs.  In 1999 Telstra opened the ISP Sales and Service Centre providing a dedicated sales and support team with specialist staff to address the needs of ISPs.  Over 50 dedicated staff now work at this centre, and Telstra has a budget in excess of $2 million per annum for ISP service inquiries and assistance.

Topic: MegaPOPs Advertising/Subsidies/Churning

Question: 125

Written Question on Notice:

Senator Mackay asked:

a) Can you describe the business structure of Big Pond and its areas: BP Home, BP Direct, BP Business, BP Broadband and BP Web Hosting, and any others. Do some operate as separate businesses? What cross-subsidies exist?

b) How much has Telstra spent on press, TV, radio and internet advertising for the new Essentials Plan and BP Broadband?

c) How much subsidy does Telstra Internet services like BigPond etc. draw from other Telstra non-ISP areas in real terms?

d) What cross-subsidies exist between the BigPond areas?

e) I’d like profit and loss figures for Telstra BigPond, particularly the Essentials Plan figures.

f) Regional ISPS have complained they have evidence Telstra has contacted their customers directly encouraging them to switch to Telstra internet plans. What is Telstra’s comment?

g) I understand Telstra advertises its BigPond services on its customers phone bills. Does this represent another cross promotion that competitors can’t match?

h) Does the Essentials Plan receive a 10% discount if users also use Telstra for their mobile and home phone? Does this further undercut the ability of regional ISPs to compete?

i) Some regional ISPs have complained their wholesale data rate from Telstra is 19c per megabyte, let Telstra retails excess megabytes to customers under the Essentials Plan for 20c. Why is the margin so small?

Answer:

a)
BigPond retail business essentially comprises the product businesses of: 

 BigPond Home

 BigPond Business

 BigPond broadband, via Cable Modem, ADSL and Satellite

 BigPond Direct – retail customer connections directly to the Big Pond Direct backbone

 BigPond Webhosting

Only BigPond Home has operated as separate business to Telstra, under a wholly owned subsidiary called On Australia Pty Ltd.  On Australia was originally created as a joint venture between Telstra and Microsoft in 1995, but became a wholly owned subsidiary of Telstra in 1996.  Telstra is currently in the process of transferring the business and assets of On Australia back into Telstra. 

All of the other products have always been operated directly by Telstra.  Each has been set up under its own separate business case, and none rely on cross subsidies for their whole of life financial performance.

b) Telstra regards this information as commercial in confidence. 
c) There is no cross subsidy between Telstra's internet services and other areas of Telstra's operations.
d) There are no cross-subsidies between BigPond areas.  Each product is developed and assessed on its own merits.

e) Telstra regards this information as commercial in confidence. 
f) Telstra considers outbound telemarketing is a standard business practice.

g) BigPond has been promoted in Telstra News (bill newsletter) to all fixed line customers.  This type of avenue of promotion is open to any company targeting its own customer base.

h) End users on the Telstra Options package which bundles mobile, home phone and internet access are charged $22.45 for the BigPond Essential Plan.  Telstra regards this as an acceptable promotional activity in a highly competitive market. 

i) 19c per Megabyte is at the top end of data rates available to ISPs.  Telstra would recommend that those ISPs paying 19c per megabyte contact Telstra’s ISP Sales Team to discuss other competitive pricing options that may be available to them.  Telstra is able to purchase data at low rates due to volume discounts.  There are a number of non-Telstra data suppliers in the market that are utilised by many ISPs.

Outcome n/a, Output n/a





Question: 126

Topic: MegaPOPs Capacity


Written Question on Notice

Senator Mackay asked:

a) What are the statistics on number of users who reconnect within, say, 20 minutes after being automatically disconnected as a result of ‘idle time’. 

b) In peak periods, ‘modems may not always be available’. How serious is this problem going to be? What is the projected number of users to encounter this problem in any given week?

c) Customers with V90 modems are only offered the expectation of speeds greater than 33.6kbps. Why can’t they expect speeds of over 40kbps.

d) Why is Telstra spending so much advertising the Essential Plan if it can be withdrawn with only one month’s notice to customers? Is there the possibility or intention to withdraw the service and encourage users to subscribe to other plans? Would these plans be more expensive?

e) How likely is it that the ‘network will become congested and further subscriptions will be suspended?’

f) In what cases would Telstra recommend its BigPond users seek assistance from the new Online Help Service as opposed to the BigPond Customer Support Service?

g) Does the formation of the Online Help Service mean Telstra can put less funding into its own customer support?

h) How will the two customer support services be organisationally related in terms of infrastructure, location, staffing, costing?

Answer:

a) Telstra does not collect this data on a regular basis such that would allow representative statistics to be compiled.

b) Although BigPond Home manages the port capacity to prevent this occurrence, there may be short periods of exceptional and unexpected demand when a few customers may receive busy tone.  It is expected that a subsequent call attempt would be successful.  The receipt of busy tone due to insufficient port capacity is not projected as it only occurs by exception.

c) The V.90 modem standard places high demands on the technical performance of the copper pair phone line.  The modems attempt to negotiate a reliable high speed connection.  If this is not possible using the V.90 standard, the modems fall back to the V.34 standard which offers a maximum speed of 33.6Kbps.  Regardless, Telstra believes that the majority of customers connect at speeds of 44Kbps or above. 

d) This is a standard condition of use of many BigPond Home plans.  There is no intention to withdraw the plan.

e) Telstra plans its network development to be ahead of customer demand.  The overall network has been designed to be scalable and it is not anticipated that the Big Pond Home network will become congested.  We cannot recall a time when subscriptions to Big Pond have been suspended and do not plan to do that in the future.

f) Whilst procedures have not yet been finalised, Telstra would suggest that, in the first instance, a Big Pond customer should call the Big Pond Help Desk for assistance.  The Help Desk would undertake diagnostic tests to determine the customer issue and provide appropriate action or advice.  If it is determined that the issue is not with the BigPond ISP service, the customer may be referred to the IAP.
g) Telstra has no plans to reduce funding to its BigPond support service as a result of the introduction of the IAP call centre. 

h) The BigPond Help Desk and the IAP are completely separate entities, with no administrative or financial link between them. 

Outcome na, Output na 





Question: 127

Topic: ADSL

Written Question on Notice:

Senator Mackay asked:

a) Please provide profit and loss figures for Telstra’s ADSL operations.

b) Regional ISPs have claimed they will be left out of ADSL because they cannot possibly negotiate an agreement with Telstra which will be profitable. Please provide comments on this claim.

c) Can you provide an update on progress with the Launceston ADSL rollout?

d) Have local ISPs been able to compete with Telstra’s wholesale ADSL product in Launceston?

e) I understand Telstra has just announced a discount of 10-15% when an ISP’s ADSL connections exceed 100.  Yet regional ISPs still claim there is a 100% difference between their true wholesale costs and Telstra’s retail price. Please comment.

f) What is the level of subsidy to Launceston BigPond ADSL users?

g) What is the geographic distance users must be from their local exchange? How big a problem does this represent in achieving Telstra’s ADSL goals?

h) When will towns the size of Burnie, New Norfolk or Westbury be upgraded to support ADSL?

Answer:

a)
Telstra regards this information as commercial in confidence.

b)
To date, there are 20 carriers/ISPs customers purchasing wholesale ADSL and ULL (unbundled local loop) services from Telstra and competing with Telstra retail offerings.  We cannot comment on individual ISP business plans and why they are successful or not though one important aspect is that it is content as well as speed that drive people to take up broadband services.  Many ISPs do not have the content that interests potential customers.
c)
All Launceston exchanges are enabled with ADSL.

d)
See answer to b). However, residents and businesses in Launceston have not taken up ADSL at the rate expected and this is making it difficult for any ISP to conduct a viable business in the area.

e)
The fact there are 20 carriers/ISPs purchasing wholesale ADSL and ULL (unbundled local loop) services from Telstra would indicate that wholesale ISPs can compete successfully in the ADSL market.  See also answer to part b).

f)
Telstra advises there is no subsidy for Launceston ADSL users, they pay the same amount as anyone in Australia for an ADSL service.  However, Launceston ADSL customers who join the Broadband eLab trial have special conditions in place for the duration of that trial.  This is in recognition of the contribution they make to research into broadband usage and products.

g)
The geographic reach of ADSL is based on several factors including the desired ADSL speed or bandwidth, line gauge and line length. These factors are assessed for each individual ADSL service.  With the current ADSL speeds offered and associated network design parameters, this approximates to a line length of 3.5 Km.  This is not a problem for Telstra’s ADSL goals as all calculations of reach, business etc took this technical limitation into account. 

h)
The rollout of ADSL is expected to be completed by mid 2002.  Burnie and New Norfolk are currently scheduled to be ADSL enabled during the latter part of 2001.  Westbury will be able to access broadband services via two-way satellite in a similar timeframe.
Outcome na, Output na 





Question: 128

Topic: Internet Assistance Programme

Written Question on Notice:

Senator Mackay asked:

a) How many users are predicted to use the Online Help Service and over what length of time? How would a user determine whether to use their ISP support service or the Online Help Service? How will the service be advertised? What level of support will be offered?

b) What research, development and consultation went into the Online Help Service and other parts of the Internet Assistance Programme? What discussions took place between the Department and Telstra? Were there other possible uses of the $12m considered for improving regional access, such as wholesale symmetric satellite products, for example.

c) How long will the service operate? 

d) The goal for regional access speed is 19.2 kilobits per second. This is at least half the speed expected in urban areas. How was it determined as appropriate?

e) Telstra press releases says the program is not limited to Telstra customers and is designed to assist all users in Australia that use Telstra’s network. Would there be any regional internet users in Australia that do not use Telstra’s network? Satellite users?

f) Would the Online Help Service ever recommend that a customer change their ISP? Under what circumstances?

g) What special arrangements will apply for users living in Outer Extended Zones?

h) Why is Telstra best suited to offer the ‘independent, impartial and competitively neutral’ Online Help Service? Why didn’t this providing this service go out to tender?

i) How has the $12m Government contribution been costed? Will Telstra contribute funds to the Online Help Service? Does the Government’s funding contribution extend to other parts of the programme
Answer:

a) Over the 3 year life of the project, Telstra estimates up to 680,000 users could contact the help service.  

The advertising is already underway and a help desk has already been established.

Ultimately the user will make the decision as to which support service they will contact in the first instance. The  national On-line Help Service will enable household Internet users and small business (with up to two telephone services) Internet users to access an Internet self-help kit on-line or by a free call telephone number.

A help-desk has been established so that Internet users can get help with changes to the configuration and environment of their computer, modem or other customer premises equipment.

Internet users are also have access to a Technical Support Service providing Telstra technical assistance and Internet testing services to achieve the equivalent of a 19.2 kbps line speed.

Where appropriate, Telstra will undertake minor line works to its network or offer advanced software to achieve the reasonable Internet experience of at least the equivalent of a 19.2kbps line speed.

Where a problem occurs because of factors outside the control of Telstra (for example, through local factors such as interference from electric fences), the cause of the problems will be identified to the user and appropriate solutions available offered.

b) The development of the IAP proposal is based on extensive Telstra field and technical experience in dealing with the range of problems affecting Internet performance.
Discussions about the proposal took place between Telstra and the Department in the period from late February to June.
The issue of other potential uses of the $12m is more appropriately answered by the Department.

c) The IAP is planned to operate for three years.

d) Internet performance varies widely across regional and urban areas.  Telstra believes that  general Internet users would find that they would be able to carry out the most popular Internet functions such as email, chat rooms and browsing reasonably at 19.2 kbps. ABS material released this year shows that the most popular uses of the Internet at home last year were for emails, chat room sites and general browsing.

The Australian Communications Authority’s Digital Data Inquiry found in 1998 that email and basic web browsing are effective at 14.4 kbps (see Besley p.100). 

e) A number of competing telecommunications providers provide services in regional Australia using satellite, wireless or by cable.  However, Telstra does not have estimates of the number of customers using these services.

f) No, it is not the role of the IAP to provide such advice.
g) The Government has put in place a special program to provide untimed calls at local rates and untimed Internet access to customers in the extended zones.  All customers in extended zones will have dial-up data access speeds of 14.4 kilobits per second, with speeds of 19.2 kilobits per second or higher being available to as large a proportion of extended zone customers as possible.

In addition, customers will be offered an optional “ always on” two-way satellite Internet service, with a choice of access speeds (ranging from 33.6 to 400 kilobits per second) and prices, together with free satellite equipment, installation and training during the initial rollout stage for their area. 

h) Telstra believes that, as a single service provider, it is best able to deliver the program (both the On-Line Help Service and Technical Support Service) as an end to end service as this is most cost effective and efficient means available.  For example, the details of a customer problem need to be available on linked systems used by the various staff who carry out different problem solving activities - offering initial assistance, testing and field work.  

Splitting the system between different companies would make the program more costly to deliver, more prone to error and slower to be implemented.  

Telstra also believes that the Independent Advisory Panel will ensure the IAP is delivered expeditiously and in a manner that provides maximum benefit to residential and small business Internet users across Australia. 

The issue of the tender is more appropriately answered by the Department.

i) It is a matter for the Government to comment on the costing of its $12M contribution.

Under the IAP agreement, the Government will contribute $12 million, principally to support the Online Help Service, with Telstra providing up to $38 million.

The Government's funding contribution will extend to costs associated with the Self help Environment and Pack, Panel and Secretariat costs, project management, promotion and advertising.

