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DataOne-Telstra

5 June 2000

Ms Ng Cher Keng

Director (Policy)

InfoComm Development Authority of Singapore

Dear Ms Ng

DataOne-Telstra welcomes the opportunity to contribute to the development of a telecommunications regulatory framework for Singapore.  We therefore take pleasure in submitting the attached paper setting out our views on the issues raised in the discussion documents.

DataOne-Telstra has many years’ experience of telecommunications deregulation processes from its operations in Australia, which may be of assistance to the IDA in relation to some of the very complex issues involved.  DataOne-Telstra would be pleased to assist the IDA with this experience, as needed.

Should you have any questions concerning any of the issues raised in our submission, please do not hesitate to contact me.  

With best wishes,

Sturt Eastwood






Daryl Pang
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EXECUTIVE SUMMARY

DataOne-Telstra welcomes the opportunity to contribute to the process of liberalisation of the info-communications market in Singapore.

DataOne-Telstra is a newly-established joint venture company which aims to provide the highest quality fixed and mobile services to the Singapore community, thus playing a significant role in assisting the Government of the Republic of Singapore to achieve its aim of making Singapore an info-communications hub for the Asian region.

DataOne-Telstra endorses the emphasis by the IDA on adoption of a best practice model of regulation, drawing on the experience of other jurisdictions which have already undergone a significant process of liberalisation of their telecommunications markets.  It is essential, however, to recognise that communications markets around the world are continually changing and that, therefore, any regulatory regime established in Singapore must be constantly tested and adapted to reflect these changes in best practice.  

Concentration on interconnection arrangements and facilities access is an essential pre-requisite to the development of effective competition in telecommunications.  The IDA should therefore quickly adopt a set of interconnection principles, including pricing principles, which provide certainty in the marketplace, both to the incumbent and to the new entrant, and which encourage efficient entry at all levels.   A facilities access code, based on existing best practice models, should also be developed and discussed with industry participants as soon as possible.

Experience with the deregulation process has also clearly demonstrated the need to ensure that any theoretical models adopted by the regulator, in particular theoretical costing models, must be applied in a realistic manner, so as not to create uncertainty, nor to delay the introduction of effective competition.  

Industry self-regulation has an appropriate role to play in opening of telecommunications markets, and should be encouraged within definite policy and timing parameters.  Industry self-regulation in Australia, for example, has resulted in the development of a number of Codes of Practice, on such issues as customer churn, which could be quickly adapted by the IDA for its own use.  DataOne-Telstra will be pleased to work with the IDA to identify and refine such best practice models.

Introduction and overview

DataOne-Telstra is a joint venture company being established by D1 Corporation, a wholly owned subsidiary company of Keppel T&T, and Telstra Holdings Pte Ltd, a wholly owned subsidiary company of Telstra Corporation.

DataOne-Telstra welcomes the opportunity to contribute to the process of designing the regulatory framework to guide the development of a competitive info-communications market in Singapore.

Our submission draws in particular on more than twenty years’ experience gained by Telstra in the deregulation of the Australian telecommunications market.  Since 1975 Telstra has been at the centre of the evolution process and has transformed itself from a monopoly government owned traditional telephony provider, to an equal partner in a duopoly regime, to our current position as the leader among many world-class operators within an open, fully competitive Australian marketplace.

This evolutionary process has given Telstra very valuable experience and insights into the process of liberalisation of telecommunications markets, allowing the joint venture partners to apply this knowledge to the circumstances now facing the Singapore market,  We are happy to share this experience with the IDA, and welcome future opportunities to support and assist this most important work.

The DataOne-Telstra submission takes the following form:


Part A: provides general views on the principles to guide the development of a best practice regulatory regime


Part B: sets out our comments on the draft Code of Practice, with suggested amendments where appropriate


Part C: contains comments regarding the interconnection and access economic regulatory framework.

Part A: General views

DataOne-Telstra fully endorses the approach taken by the Infocomm Development Authority to this review, as set out in the overview document.  It is particularly encouraging to see the IDA’s readiness to take an approach “that combines “best practices” from several benchmark jurisdictions, builds on the experiences of those jurisdictions and reflects the particular needs of Singapore.”   In this way, Singapore will have the best opportunity to ‘leap frog’ to a world-class regulatory regime, providing the best possible opportunity for growth and investment in this vital industry sector.

DataOne-Telstra also endorses the stated objective of relying principally on market forces and minimal regulation, but within the context of a specified competition regime which focusses on access and interconnection, as key elements required to ensure any-to-any connectivity and to provide appropriate investment incentives.

Experience from the Australian regime has shown that the best regulatory approach is one that remains flexible and is not overly prescriptive in approach, focussing on genuine areas of potential bottleneck power, while providing a safety net for circumstances where commercial negotiations may fail.

The stated basic regulatory principles, as set out in 4.1 of the overview document , are an excellent start in this direction.  As experience in Australia and in other deregulating markets has shown however, it is the detailed arrangements that ultimately determine the final competitive outcome, and the level of benefits which will accrue to the economy as a whole.    It is therefore essential that sufficient attention be given to determining the detailed application of the new Competition Code, and that the IDA is provided with the required resources and training to assist it in this process.

Towards a Best Practice Model

From the experience gained from the deregulation process in Australia, especially over the past ten years, DataOne-Telstra’s view is that a regulatory regime should be continually tested against the following best practice benchmarks:

· creation of certainty, through clarity and transparency of objectives and rules

· ensuring appropriate incentives for economically efficient entry at all levels – through investment in either infrastructure or services or both

· maximum possible reliance on commercial negotiation and market forces

· use of regulation as a safety net, supported by mediation and arbitration

· promotion of industry self-regulation, where appropriate

· outcome-focus, evaluation against consumer benefits achieved

· adoption of a practical approach in the use of theoretical models

· striving for technological neutrality

· social objectives should be clearly defined and addressed in a transparent manner which can be regularly tested against consumer outcomes

· regulation should be reviewed and withdrawn as the market matures.

DataOne-Telstra is therefore encouraged to see many of these principles reflected in the discussion documents and the Code.

This is particularly important as the market for info-communications services is changing so rapidly that regulators must strive to be as far in front as possible.  It is no longer appropriate to have a regulatory framework that is based in principles which are more suited to the circumstances and the technologies of the legacy voice telephony world.   

The new communications world will be IP and data centric, and the regulatory regime must be appropriate for these changed circumstances, so as not to provide disincentives to growth and investment in these new areas.  It is therefore important to recognise that “best practice” will remain a moving target, to which regulators must continually strive, and against which regulatory mechanisms must be periodically reviewed.

Part B: Specific comments on the Draft Code of Practice

1.3.1

DataOne-Telstra endorses the IDA’s objective of reliance on market forces and self regulation, where the market is competitive.  DataOne-Telstra considers, however, that the current level of competition in the Singapore market is such that the IDA should take a more pro-active approach in the first two years of competition than would otherwise be required, until the market matures and players are able to rely more on self regulatory mechanisms.

1.3.9

DataOne-Telstra fully endorses the necessity for a right of appeal by a Licensee that is adversely affected by a decision or direction of the IDA.  DataOne-Telstra would also suggest that this right of appeal should also exist in relation to IDA enforcement of the Code, as set out in part 10.  As a matter of principle, Licensees should also have the right of appeal to the courts. 

2.3  

Given that the IDA has determined that it will use ex ante dominance regulation, it should also review SingTel’s status in the IDD market against its stated criteria for determining market dominance.

2.4.2

Where a review of the status of a Licensee is undertaken, this needs to be undertaken quickly, in order not to undermine certainty in the marketplace.

2.5.1

Estimation of dominance in any market can be a complicated issue.  DataOne-Telstra would be pleased to assist the IDA from its experience with the Australian market in relation to dominance regulation.

2.5.1.1

This will be difficult to estimate.  As stated above, DataOne-Telstra would be pleased to assist the IDA to develop these concepts further.

3.2.1

Quality of service is a fundamental differentiator in the competitive marketplace.  As such, QOS standards are best set by the market, rather than regulation.

3.2.2

In the initial stages of competition in Singapore, the IDA should remain vigilant for any potentially anti-competitive pricing behaviour, such as through predatory pricing by dominant licencees.

3.2.2.1

Standard Terms and Conditions could be viewed by customers visiting an operator’s website, or by having them displayed at the company’s central office.

3.2.2.2

As noted in relation to 3.2.1, this is a matter that will be determined by the competitive market, and there is therefore no need for the regulator to set a default standard.

3.2.2.3

See 3.2.2.2 above

3.2.2.6

DataOne-Telstra considers that this is an area which is best dealt with through industry consultation.  Australia, for example, has developed a Code on Customer Churn, which could provide a good model to consider.  DataOne-Telstra would be happy to work with the IDA to identify alternative, more efficient means of safeguards in these matters.

3.2.3.2

Where a customer disputes a bill, it is preferable for the disputed amount to be paid into a suspense account.

3.2.3.3

It would be very difficult for an operator to resolve all disputes, especially the more complex ones with resellers, within the suggested 30 days time frame.  This wording should be redrafted as “The Licensee shall conduct a complete and objective review of the customer’s complaint and shall make all reasonable endeavours to resolve the matter as soon as possible, keeping the customer informed in writing of progress with the investigation.”

3.2.4.2

This section, and 3.2.4.3, deal with customer privacy.  It would be appropriate for privacy principles to be developed through industry consultation.

3.3.2.2

The objective, of creating lower costs to consumers through competition, must be balanced against the potential abuse of market power.  This is particularly important in a newly opening market such as Singapore, which until now has had a carrier duopoly.  Once competition is more fully established in the marketplace, vigorous price competition should be encouraged;  however, in the interim a pattern of anti-competitive pricing behaviour, which is not based on underlying cost differences, could have the effect of substantially lessening competition.    It is suggested that the following words be added to this paragraph:  “The IDA will monitor the pricing behaviour of Dominant Licensees for a transitional period and will reserve the right to intervene to prevent substantial lessening of competition.”

4.2

Licensees should be required to negotiate with each other in good faith.   The IDA will need to remain vigilant for an initial period and have reserve powers in the event of the failure of commercial negotiations.

4.8

There should be no requirement to make commercially valuable information publicly available.  It is suggested, therefore, that the words “publicly available” be deleted, and be replaced by a requirement to make this information available to any requesting Licensee.

4.10

The IDA should make known its policies in relation to the implementation of number portability as soon as possible.  The implementation and funding arrangements for number portability will, in particular, need to be considered.  Different approaches have been adopted in different jurisdictions.  In Australia, the ACCC has developed pricing principles, for example.  While the costs of preparation for number portability should be considered a network cost and therefore passed on to all network users, the costs for efficient porting should be borne by the customer who ports, to give the right economic signals about the true cost involved.  In effect this will mean that the gaining carrier will pay this cost, and decide whether to pass this on to the customer.

4.11

Access to facilities such as those listed (as well as others) is an essential part of an access and interconnection regime.  For completeness, the following should be added to the list of facilities to which competitive access is required: "manholes, optical fibres, building cabling, accommodation in telecommunications buildings".  

The ACCC in Australia has published a Facilities Access Code, which provides a model of how to share the rights and obligations amongst industry players, and how to approach issues such as retention of capacity for own use.  DataOne-Telstra would be happy to work with the IDA to identify a best practice model in this regard.  
4.13.1

There should also be an obligation placed on Licensees to negotiate in good faith.

5.2.1

The RIO should be clearly justified to the IDA on the basis of cost.   

5.2.2

The IDA should be required to undertake industry consultation on the RIO, within 21 days of receiving it.  To avoid doubt in the initial stages of competition, the IDA should specify all possible points of interconnect, UNEs and ESFs.

5.6.1

Given the rapidly changing nature of the marketplace for info-communications, the timeframe for IDA intervention should be reduced to 30 days.

5.7

The IDA should also have the power to make decisions and binding directives as part of the dispute resolution procedure (link to 5.9)

5.7.2
The period specified is too long for competitors to wait.  This should be shortened to not more than 60 days.

5.8.2

The list of interconnection points should have the words “data network gateways” added at the beginning of the second line on page 22 of the document.  In addition, the words “the customer termination point” should be added to the list in the fifth line on page 22 of para 5.8.2, after "the building MDF".  To avoid doubt in the industry, the IDA should specify all possible POIs, after consultation with industry.

5.8.3

The IDA should take into account the technical and operational complexities associated with unbundling of the local loop, and the likely timeframes involved.  Australian experience, and that from other countries such as the US and UK, suggests that resolution of these many issues can take at least 12 months.  DataOne-Telstra is willing to assist the IDA to learn from this experience, to reduce the lead time.  In order to stimulate competition immediately, provision of access to building MDF cabling and ducts and distribution boxes should be mandated.

5.8.3.1

The heading for this section would be made clearer if it were rephrased as follows: “Customer Premises Cabling and Interface Devices”.  We would prefer the text of this paragraph to read:  “The customer premises cabling and interface devices includes the main building MDF or optical fibre termination/cross connect panels, the cabling in the building to the customer area (eg office, apartment, shop, etc) and the cross connect devices, termination devices, cabling in the customer area”.

5.8.3.4

Add to this section: “ This includes but is not limited to trunk circuits, circuit multiplexing equipment and inter switching station, fibre optic or copper links.”

5.8.3.5

Add at end of this sentence:  “and between customer premises equipment such as PBXs and the switching station.”

5.8.4

The words “determined in accordance with 5.8.8” should be added in the second line, after wholesale rates.

5.8.5.1

The determination of the availability of space in facilities to be shared should follow the same rules as set out in 6.4.2.  Available space should be defined as space which will not allocated over the next  2 years.   The space should not be used for unrelated equipment and uses e.g. as an office or leased out to third parties for unrelated use etc.

5.8.5.3

A useful benchmark here may be the dominant licensees own practice.

5.8.8.1

DataOne-Telstra agrees with the principle of cost based pricing.  However, it is difficult to comment on the costing methodology without having seen the proposed Appendix 1.  This proposed model should be released for industry consultation as soon as possible.

5.8.8.2

DataOne-Telstra agrees with the proposed development of interim prices for interconnection and access, but is unable to comment further on the methodology used without seeing the proposed Appendix II.  This model should be released for industry consultation as soon as possible.

5.9

It would be useful to set out the IDA’s powers, to avoid doubt, especially in relation to dispute resolution and mediation.

5.10

While interconnection agreements should be made available to the industry, these published agreements should not include commercial in confidence material, such as prices.

6.1

The issue of facilities access and the sharing of those facilities between competing operators has been the subject of much debate and consultation in Australia and in other competitive markets.  Australia has a Facilities Access Code developed by the ACCC, which may provide a useful model.  DataOne-Telstra agrees with the need to establish an industry consultative mechanism to develop such a Code for Singapore.  As currently worded, the provisions in this paragraph appear to conflict with the statements in 4.11, 5.1 and others.

6.4.1

The General Standard for the sharing of facilities amongst competing operators should clearly reflect a recognition of the need to avoid the unnecessary duplication of facilities.  The words “The Licensee has no legitimate business justification for refusing to share the infrastructure with other Licensees..” should be deleted.  As it stands, the onus is placed on the new entrant to prove that a facility is an ESF.  To avoid doubt in the initial stages of competition, the IDA should publish its own list of essential facilities, to facilitate sharing.  After that, it should be the responsibility of new entrants to make a case for declaration of any additional facility.

6.4.2

Predictions for the future use of excess capacity should be limited to two to three years in advance, not five years, as this would create undue restrictions on the use of those facilities, in a rapidly changing environment.

8.

Within this section, the test of “unreasonably restricting competition” should be replaced by the more generally recognised criterion of “substantially lessen competition”, in order to align these provisions with well known competition law principles.

8.1

In the sixth line, the words “unreasonably restricting competition” should be replaced with “have the effect or likely effect of substantially lessening competition”

8.4

The test used in relation to these agreements should be whether agreements between competing licensees “have the purpose, effect or likely effect of substantially lessening of competition”.

8.5

The phrase “effect of limiting competition” should be replaced by “purpose, effect or likely effect of substantially lessening competition”.   The IDA should clarify how this would apply to SBOs set up by FBOs.

8.5.1 This should also apply the other way around.

9.1

Delete the references to “harm the competitive process” and insert “have the purpose, effect or likely effect of substantially lessening competition”.

9.3

The timing in relation to these procedures should be 30 days, as 90 days is far too long for a competitive market.

10.

As noted in 1.3.9, there needs to be at least the right to appeal to a court of competent jurisdiction in relation to IDA enforcement.  Preferably Part 10 should give the IDA power only to bring prosecutions for code infringements to a court of competent jurisdiction which will decide whether or not an infringement has occurred.

10.3.2.3.1 
This and the following paragraph (10.3.2.3.2) deal with the size or penalties and their imposition.  The concept of the proposed base penalty should be deleted, and replaced by a principle that any penalty will be proportionate to the contravention.

Part C:  Comments on The Interconnection and Access Framework

Question 1:  The IDA seeks comments on the appropriate regulatory framework to stimulate competition in the provision of broadband local access and interactive broadband multimedia services, including interconnection with and access to the broadband infrastructure and services in Singapore, and how this would benefit the deployment of broadband local access and services, and whether inter-network competition is likely to develop without such regulation.

DataOne-Telstra Response:

A best practice regulatory framework to stimulate competition in the provision of broadband local access and interactive broadband multimedia services should be based on principles which will encourage efficient investment at all levels in the value chain.  The decision to build or to buy should, as far as practicable, be left to market players, based on their assessment of the current market dynamics and the opportunities available.  

The regulatory framework should therefore principally be aimed at striking the right balance between providing incentives for long term investment, and opportunities for new entrants to enter the market at the value added service level.  Key to this decision making is providing certainty in a newly deregulating market in the initial transitional stages.  Given the particular circumstances of the current Singapore market, DataOne-Telstra is of the opinion that IDA should, for an initial period of up to 2 years, apply regulatory measures on incumbent operators to facilitate competition and thereafter leave the market to self regulate progressively.

Key elements which will facilitate this multi-level entry are

· an interconnection and access framework based on the appropriate sharing of costs and risks amongst industry participants

· a facilities access regime developed through industry consultation and consensus

· powers and immunities for new entrants as well as incumbents to install new infrastructure

· independent control and management of key resource inputs, including the numbering plan and spectrum allocation.

Question 2:  The IDA seeks comments on its requirement of access to all broadband networks;  specifying only ceilings and floors as guidelines for interconnection charges;  and revising the Code to reflect market, industry and technology changes on a periodic basis.


DataOne-Telstra Response:

To ensure efficient build/buy decisions, access requirements should be based on an assessment of whether the facility concerned is essential, ie whether it represents a competition bottleneck, and whether it is essential for any-to-any connectivity.  To mandate access to non-essential infrastructure or facilities could encourage inefficient entry, and discourage efficient investment.

Where the market for interconnection is not competitive, regulated interconnection charges should be based on the underlying cost of interconnection, using incremental costs as the standard.   Where there is excess capacity available in existing broadband networks, competition can be rapidly enhanced by ensuring that new entrants have access to that excess capacity.  The precise facilities and network elements to which new entrants will have mandated access should be spelt out clearly in a set of interconnection principles and a facilities access code, to avoid dispute.

Question 3:  The IDA seeks comments on the need for reciprocity in interconnection arrangement between infrastructure providers, and between infrastructure providers and service providers;  and whether non-reciprocity arrangements are more appropriate and under what circumstances.

DataOne-Telstra Response:

The level of interconnect charges should be based on the costs of the market participants.  Reciprocity would normally be appropriate where it reflects a similar role in the market, as players are operating at the same layer of competition.  For example, where both operators are providing service at the basic network level, then interconnection arrangements can be reciprocal, assuming similar operational requirements and therefore costs.  Where participants are providing services at different levels in the value chain, however, reciprocal arrangements may not be appropriate.

Question 4:  The IDA seeks comments on the implementation of asymmetrical charges based on the cost structures of the different technologies in use in the broadband interconnection arrangements and if there are other arrangements that may be more appropriate and if so, under what circumstances.

In reflection of the state of development of the market, and to create certainty for new investment, the IDA should start with symmetrical charges and let the market decide on the need for asymmetrical charges over time.

Question 5:  The IDA seeks comments on the implementation of differential interconnection charges – one set that is applicable between different infrastructure providers, and another that is applicable between infrastructure providers and service providers and if there are other arrangements that may be more appropriate and if so, under what circumstances.

DataOne-Telstra Response:

The appropriate level of interconnection charges for different types of operators in the market is a matter which has been central to the process for opening markets to competition.   There will be clear differences in costs and levels of risks between facilities based operators and service based operators which should be reflected in interconnection charges.  While incumbent operators have legitimate concerns to protect their investments in their networks, interconnection charges should not undermine the ability of new entrants to enter the market successfully and compete on an equitable basis.  In seeking an appropriately balanced answer to these issues, the IDA should review the interconnection pricing principles currently in use in major markets, including those put in place by Oftel in the UK,  OFTA in Hong Kong, and the ACCC in Australia. 

The IDA should then develop and put in place a clear set of pricing principles of its own, which set out its policy response to the many questions raised in this discussion paper.  These principles should provide clear guidance to industry participants as to the basis for the IDA’s thinking, and the approach it would adopt if called upon to mediate or arbitrate interconnection negotiations.

Again for simplicity and to create market certainty in the first two years of deregulation, it is suggested that there is no need to set differential changes.  It should be left to the market in the initial stages of competition to self regulate and to gravitate towards differential charges if market forces so decide.

Question 6:  The IDA seeks comments on the inclusion of a risk premium in the cost of capital for broadband infrastructure and service deployment.

DataOne-Telstra Response:

DataOne-Telstra agrees with the inclusion of a reasonable risk premium in the cost of capital, as the WACC reflects the risks of providing the particular service that is being offered.

Question 7:  The IDA seeks comments on the scope of technologies and services to be included in the proposed Code with respect to IRS to ensure that the Code achieves the IDA’s policy objective of transparent, any-to-any interconnection, and open access.

DataOne-Telstra Response:

In determining this matter, it is necessary to look at the access layer concerned.  To ensure any-to-any connectivity it is necessary to develop Codes through an appropriate industry consultative mechanism, and to ensure that mediated access is provided, as it cannot be assumed that an incumbent’s services will automatically satisfy all market requirements.

Question 8: The IDA seeks comments on the need for reciprocity in the obligation to provide access between carriers and VASPs.  The IDA also seeks comments on whether reciprocity is critical to achieving its objective of transparent, any-to-any interconnection, and open access and if there are other arrangements that may be more appropriate and if so, under what circumstances.

DataOne-Telstra Response:

This decision should be based on the state of competition in the marketplace.  If VASPS were the only ones to deploy a particular service, and this became critical to ensure any-to-any connectivity, then there may be a justification for specifying access.  Otherwise regulatory controls should be focussed on ensuring access to true bottleneck facilities.  Reciprocity in the obligation to provide access between carriers and VASPs need not, therefore, be mandated.
Question 9:  The IDA seeks comments on the FLEC cost basis, and the option to use alternative cost standards in the broadband context where appropriate on a case-by-case basis;  and if there are other approaches that may be more appropriate and if so, under what circumstances.

Question 10:  The IDA seeks comments on the LRAIC cost standard in the broadband context and the earlier discussion inclusion of a premium for risk in the cost of capital and if there are other approaches that may be more appropriate and if so, under what circumstances.

DataOne-Telstra Response:

While TSLRIC is attractive as a cost standard in the theoretical sense, it can be applied very differently and can lead to quite different costing outcomes. For example, in Australia, the Australian Competition and Consumer Commission (ACCC) has applied the TSLRIC model to PSTN interconnection charges and has come up with 100% variation in the price over a two year period.  It is therefore essential, if a costing model such as TSLRIC is used, that it be applied in a realistic, and not too academic a manner.

One alternative approaches which the IDA may wish to consider is to set prices based on an optimisation of the network, removing any inefficiency that may be seen as cost padding, but acknowledging the constraints an access provider faces in operating a legacy network.  One such method is a revenue cap methodology with current costs (including the WACC used) as the revenue benchmark or starting point, and annual productivity improvement (the X in a CPI-X formula) imposed on the access provider.  After a review of the access provider’s historical costs against international benchmarks, the IDA could then determine what level of productivity improvements are feasible and decide on the appropriate X factor to be applied to an appropriate rate of return on the assets used in providing the service.  

Whatever methodology is chosen, it is essential that the IDA treat this as a matter of priority and establish a starting interconnection price as soon as possible, in order to create market certainty for new entrants and incumbents, and to enable competition to commence.

Question 11:  The IDA seeks comments on the use of capacity based allocations in broadband context, and the inclusion of bonuses and penalties based on the initial capacity requested for interconnection charges and if there are other approaches that may be more appropriate and if so, under what circumstances.

DataOne-Telstra Response:

DataOne-Telstra suggests that the concept of the degree of usage is not a matter which should be regulated, but should be left to commercial negotiation in the first instance.  As we move away from the traditional PSTN telco pricing model, it makes more commercial and economic sense to base pricing not so much on the circuit, but on the amount of traffic that is put down it.

The IDA might wish to consider setting up an industry body, such as the Australian Telecommunications Access Forum, to discuss these issues, and to put forward an appropriate pricing model based on usage criteria.

It is suggested that, rather than bonuses and penalties, this risk should be shared amongst the industry through the normal commercial negotiation process.

Question 12:  The IDA seeks comments on the responsibility for origination and termination charges.  The IDA also seeks comments on the potential elimination of originating charges, where compensatory usage based retail tariffs are collected by the originating carrier.  The IDA is particularly interested to receive comments on whether the current interconnection charges constrain the IDA in achieving the objective of actively promoting broadband service innovations and if there are other approaches that may be more appropriate and if so, under what circumstances.

DataOne-Telstra Response:

The sharing of charges and revenue between operators and service providers should be based in the first instance on commercial negotiation, given that each case will depend on the particular circumstances of the service being provided, how many players are involved, and what revenue arrangements there are. 

This is an issue that has caused much debate amongst the industry in Australia.  Attempts were made over a period of several years to develop an Interconnect Model which would specify these matters for all cases at the theoretical level.  However, it was soon realised that a more pragmatic approach was required, on a case by case basis, rather than a formulaic approach.  This has led to different models being applied, within a commercial context, depending on the type of service involved, and different revenue sharing arrangements for differently configured calls.  

Australian experience has shown that commercial negotiation can resolve many of these issues, however the regulator needs to have a reserve power in relation to these matters, to ensure any-to-any connectivity.  

Question 13:  The IDA is particularly interested in feedback on whether differential charges across classes of operators, based on the size of the customer base and the extent of new infrastructure investment, will pose problems in achieving the IDA’s objectives of actively encouraging broadband infrastructure and promoting service innovation and if there are other approaches that may be more appropriate and if so, under what circumstances.

DataOne-Telstra Response:

Interconnection charges should relate to the role of the operator within the value chain.  Where operators are active at the same level, then reciprocal interconnection charges are appropriate.

Given the current circumstances of the Singapore market, there is no need for differential charges in the initial period of say, 2 years.  However, market distortions, as suggested in 7.1.1 (b) should be considered as temporary measures only, and withdrawn as soon as market conditions change.

Question 13a:  IDA seeks comments on the requesting operator’s responsibility for charges with respect to upgrades in functionality of the providing carrier’s networks in the broadband context and if there are other approaches that may be more appropriate and if so, under what circumstances.

Question 13b:  IDA seeks comments on whether capacity for future use should be allowed in all types of IRSs, and whether proprietary protocols which inhibit interconnection can be used for limited periods of time.  The IDA is particularly interested to receive comments on how these issues may detract from the goal of any-to-any and service connectivity and if there are other approaches that may be more appropriate and if so, under what circumstances.

DataOne-Telstra Response:

The development of standard interfaces should be encouraged, with costs being shared throughout the industry.  If there are good reasons for an operator to use non-standard interfaces, and this requires the modification of the incumbent’s network, then this may be appropriate to ensure the more rapid development of a competitive marketplace.

Standards bodies are often slower than the industry would want (given the rapid pace of technological change).  These matters should, therefore, ideally be dealt with through commercial negotiation, but with reserve powers to the regulator to intervene, where the goals of promoting competition and any-to-any connectivity would otherwise be put at risk.  The use of proprietary protocols should not be prohibited as this could affect the pace of rollout of new technology.

The industry is moving more and more towards global (or at least regional) standards, and therefore this issue is best dealt with in the context of an industry consultative group (which could be made up of participation from the region, rather than just Singapore).
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