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Optus

The second telecommunications carrier, Optus, began offering 
services to the public in June with the marketing of its cellular 
mobile service in each capita! city, using leased capacity from AOTC. 
Optus has begun work on its own national telecommunications 
network. The former Minister for Transport and Communications. 
Senator Richardson, laid the first length of fibre optic cable for 
the company at a ceremony in Goulbum, New South Wales, The 
first section of the network will run from Goulbum to Canberra 
and the link between Sydney, Canberra and Melbourne is expected 
to be completed mid 1993. The Optus network will ultimately 
stretch from Cairns to Fterth by 1997.

In June Optus signed an agreement with Digital Equipment 
Corporation (DEC) for the development of its operational support 
systems (OSS), estimated to be worth A$1 billion over the next 
10 years. It will lead to DEC establishing a global OSS centre in 
Australia, as well as the development of a business plan to provide 
long term export growth.

- Optus claims that its first network service, an analogue mobile 
system resold off the AOTC network, would deliver average savings 
of 10% compared to AOTC. The savings, depending on which of 
the three plans a subscriber chooses, range from 3% to 24% 
compared with the five Telecom Mobile Net Plans. Optus has 
indicated that it would respond to any price cuts announced by 
AOTC, but it would not wish to enter into a price war with AOTC.

Optus has signed 5 year agreements with Fujitsu and Nortel 
worth approximately A$450M in preparation for the rollout of its 
network in October. Optus has also entered into an agreement 
with Nokia for the supply of its digital cellular network. Nortel will 
supply digital switching equipment and Fujitsu will supply advanced 
transmission systems.

AOTC Developments
Telecom is making a bid for the Victorian State Government owned 
telecommunications company Vistel, which if successful, would 
eliminate a competitor that has established a 13% share of the 
Vctorian government market against Telecom since 1987.

Flcwever Telecom is also considering selling two subsidiaries, 
Telesoft Communications, manager of the Telecom Discovery 
Service, and Telecom Industries, a manufacturing unit. An 
alternative to the sale of Telesoft Communications is transferring 
all its operations to other divisions, leaving a shell company behind. 
The sale of Telecom Industries also hinges on whether Telecom 
can overcome intense opposition from the unions and Labour 
caucus because of the potential loss of 1,300 jobs.

These proposed sales of subsidiaries are part of Telecom's 
preparation to face competition from Optus, which includes AOTC's 
plans to shed 4,400 more staff over the next twelve months, but 
the leading unions at AOTC, the Communications Workers' Union 
(CWU) and the Public Sector Union (PSU) are set to wage industrial 
campaigns to counter the moves.

The redundancies will come from the consumer business unit 
and the operator assisted services area to result in a total AOTC 
workforce of around 74,500.

AOTC has also announced that rt will be Implementing the next
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generation transmission system, Synchronous Digital Hierachi (SDH) 
in the first quarter of 1993. SDH will allow for more precise 
network management, better customer -service and increased 
transmission speeds. AOTC has awarded a A$200 million contract 
for SDH equipment to NEC, Siemens, Alcatel and Phillips.

Payphone Increases
AOTC plans to increase the price of a standard payphone call from 
30<t to 40 <t have been referred to AUSTEL under Section 24(2) 
of the Australian and Overseas Telecommunications Corporation 
Act 1991. AOTC claims that the prevision of public payphones was 
an unprofitable part of its operations and the proposed price 
increase is sought to reduce the substantial forecast loss for 
1992/93 of $46 million. AOTC has said that the local cad fee has 
not been increased since 1986 and that the current proposal was 
equivalent to a 6% real price reduction ever the 6 year period.

Cellular Mobile Phones
Ten bidders have lodged expressions of interest in the third cellular 
mobile phone licence that will be issued later in the year. Those 
that have publicly announced their interest are Hutchison 
Telecommunications of Hong Kong, Singapore Telecom and the 
Vodafone-Lead Arena Consortium of the U.K.

Potential bidders were asked to provide their corporate, 
managerial and financial structure as well as their 
telecommunications experience and their preliminary views on 
industry development and network roll-out. Following the 
submissions, the Department of Transport and Communications 
Selection Team invited several of the bidders to produce a more 
detailed proposal.
The winner of the third mobile telephone licence will be licensed 
to commence cellular digital GSM services from July 1993.

AUSTEL BCS Opinion
In April AUSTEL produced a draft opinion at the request of ATUG 

as to whether particular intelligent network services were basic 
carriage services ("BCS") within the meaning of the 
Telecommunications Act 1991. It was AUSTEL's opinion that virtually 
all of AOTC's intelligent network services, including the various 
Easycal), Centel, Call Plan, CustomNet One 3, CustomNet Spectrum 
and CustomNet Horizon services are BCS. This was in contrast to 
ATUG's view that these intelligent network services could be 
classified as higher level services ("HLS").

The advantage for service providers if these services were to be 
classified as HLS is that they can then buy BCS components for 
the same amount as the dominant carrier charges Itself, add its 
own HLS components, and compete against the carriers. If more 
services are classified as BCS, the carriers can charge slightly more 
for the BCS services and subsidise the sale of cheap HLS, making 
it difficult for service providers to compete.

AUSTEL's opinion is only advisory and is not binding. Following 
public consultation, AUSTEL is expecting to release a final opinion 
by late September or early October.
Environmental Code for ACTfC and Optus

AUSTEL has been seeking public comment on the draft National 
Code for carriers. The public consultation process discharges the
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obligation of the Minister under Section 117(5)(b) of the 
Telecommunications Act and is a necessary step to the final 
determination of the Code. AUSTEL expects to report to the 
Minister by late September and that the Code will be in place by 
the end of this year. Rending the finalisation of the Code, the draft 
Code is binding on the carriers under their respective licences.
"Adult" Messages Banned from 0055 Telephone Services

Following action taken by the telephone message services 
industry body, TelSPAA (Telephone Sen/ice Providers Association of 
Australia) to remove from 0055 lines all "adult” services provided 
by its members, the Senate Select Committee on Community 
Standards and Telecommunications released a report in May 
recommending a set of measures which would ensure that sexually 
suggestive recorded telephone messages would never again be 
heard on open access lines like Telecom's 0055 service. Such 
services will be now restricted to closed access lines like Telecom's 
0051 service, which is restricted to adults who must choose to 
subscribe and who must make use of a PIN number assigned to 
them to enable them to call 0051 lines.
Transport and Communications Legislation Amendment Bill 

A number of amendments have been made to the 
Telecommunications Act 1991 by the Transport and 
Communications Legislation Amendment Bill (No.2) 1992. This Bill 
deals with applications for general telecommunications licences 
and certain public mobile licences, the determination of an 
allocation system for certain public mobile licences, the collection 
and recovery of public mobile licensed charges and amendments 
to the discrimination and tariffing previsions. Section 183 of the 
Telecommunications Act has been amended to allow certain 
exceptions to the rule that prevents a dominant carrier from 
discriminating between customers. The purpose of this amendment 
is to allow AOTC to proceed with proposals to offer concessions 
to low income and other disadvantaged customers. Section 194 
of the Telecommunications Act has been amended to enable 
regulations to be made allowing for the supply of certain basic 
carriage services or the supply of such services in certain 
circumstances without the services being included in a tariff. This 
will enable international transit arrangements to be excluded from 
the tariffing requirement, 
international Code of Practice

AUSTEL has released a draft Telecommunications International 
Code of Practice (the "Code") which seeks to prevent the misuse 
of market power by international telecommunications operators 
and by general carriers. The Telecommunications (International 
Code of Practice) Direction No. 1 of 1992 confers upon AUSTEL, 
and requires AUSTEL to use, substantial powers of investigation 
of contraventions of the Code. Subject to certain conditions, this 
Direction prima fade allows AUSTEL to freely distribute information 
of a highly sensitive commercial or technical nature.

Ministerial Directions
The AOTC Carrier Charges Price Control Determination 1992 

imposes upon AOTC price control arrangements for connections, 
rentals, local, STD and international calls, domestic and international 
leased lines and cellular mobile services. Price controls are put in 
place such that no individual service charge may increase more 
than the CPI and the charges for most baskets of services must 
fall in real terms. This Determination does not apply in relation 
to carrier access agreements or existing allowed price increases.

Amendment of Multipoint Distribution System Band Plan
Multipoint Distribution Systems (MDS) allow transmissions on

a bandwidth broad enough for sound and full-motion pictures 
to multiple receivers. When pay television is (perhaps) allowed to 
proceed from 1 October 1992 there could be a strong demand 
for MDS channels to deliver such services. Under the Broadcasting 
Sen/ices Act the Government had decided that pay television should 
be able to be provided using technologies other than satellite 
delivery, including optical fibre and MDS.

The MDS band plan has been amended to prevent any new 
MDS licences being granted until 1 October 1992. The intention 
is to prevent MDS licences being obtained for speculative purposes 
that may frustrate the envisaged allocation of MDS channels for 
pay television.

Broadcasting Services Act
The Broadcasting Services Act (the "Act") passed both houses 

of Federal Parliament, minus the previsions dealing with pay 
television. It was assented to on 14 July but will not operate, 
presumably, until the pay television imbroglio is resolved.

The Bill as passed by the House of Representatives and the 
Senate is substantially similar to the Exposure Draft released late 
last year, however there are a number of significant differences. 
There is no longer a prevision allowing the ABA to seek a warrant 
to seize documents where there has been a failure to produce 
them at an investigation or hearing. In addition, special provisions 
deeming authorised lenders and financial institutions not to be 
in control of a media company, licence or a newspaper have been 
introduced. The Exposure Draft also allowed for the ABA to issue 
more commercial television licences in a licence area from 1 July 
1997, but the Sill now requires a Ministerial review of whether 
more than 3 commercial television licencees in a licence area should 
be allowed.
Pay Television -

The most significant differences between the Act and Exposure 
Draft however lie in previsions dealing with pay television, following 
much political wrangling pay television has been sent back to the 
drawing board with the pay TV previsions of the Act (Part 7) having 
been referred to a Senate Select Committee which delivered its 
report on 16 September 1992.
Community Standards For Services Utilizing 
Telecommunications Technologies

in June, a Senate Select Committee on community standards 
relevant to the supply of services utilizing telecommunications 
technologies issued its final report. That report recommended that 
X-rated material should not be considered suitable for screening 
on pay television, whether provided as subscription television 
broadcasting or subscription television narrowcasting services, and 
regardless of the means of delivery, it was also recommended that 
the ABA conduct Australia-wide, qualitative and quantitative 
research on community standards of taste and decency in relation 
to classifications for pay television, on what levels of violence and 
depictions of sex should be allowed, and what other matters should 
be included for viewing by adults and chidren in the various 
classifications. Until such time as the results of this research become 
available, standards for programs on pay television should be the 
same as those currently set by the Australian Broadcasting Tribunal 
(the 'Tribunal") for free-to-air television.
Television Program Classification Inquiry

The Tribunal has completed a discussion paper drawing together 
material gathered in its inquiry into the classification of program 
material on television. The discussion paper examined the current
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classification systems for television and film and their policy 
rationale, the changing environment for the classification of 
television programs, the pattern of TV viewing, program 
promotions, advertising restrictions and specific areas of community 
concern.

The most common theme of individual submissions to the 
inquiry was the concern about the amount of sex and nudity, 
violence and offensive language on television, together with a 
general belief that the standard of television had declined, which 
was associated with the deterioration in moral standards. However, 
research conducted by the Tribunal in 1991 indicates that the views 
of complainants to the Tribunal and submitted to this inquiry may 
not be quite representative of the views of the wider community. 
In terms of the appropriateness of classification time slots, many 
submissions (including three childrens television organisations) 
argued that the evening AO period in particular should commence 
later than 8.30 p.m. while the Federation of Australian Commercial 
Television Stations argued that the current time slots are suitable.

Print Media inquiry
As reported in the last issue of "Communications News” the 

House of Representatives Select Committee on the Print Media 
has released its report. However, more than four months after the 
release of the report the main recommendations lie untouched 
by the Federal Government. It appears unlikely that the Government 
will enact the report's proposals for certain criteria to be applied 
by the Trade Practices Commission to certain print media 
transactions.

NEW ZEALAND
Fourth Mobile Telephone Frequency

The United States telecommunications group, BellSouth, is 
confident that the Communications Minister, Mr Maurice 
Williamson, will approve the re-tendering of the fourth mobile 
telephone frequency new held by Telecom New Zealand. Telecom 
had indicated it was no longer interested in the 20-year 
management right to the mobile telephone frequency known as 
TACS-B for which it bid $5,000 in a 1990 government tender. 
Telecom also won the AMPS-A frequency after it bid $11.1 million. 
The company already owned the AMPS-B frequency. BellSouth paid 
$25.2 million in the tender for the only other mobile telephone 
frequency, TACS-A. Telecom was refused permission to hold the 
AMPS-A and TACS-B by the Commerce Commission in October 
1990, but the New Zealand Court of Appeal overturned that 
decision.

The Commerce Commission said that the Court of Appeal's 
ruling on Telecom's acquisition of the AMPS-A band had resulted 
in confusion rather than clarification of competition issues. It was 
a condition of the Court of Appeal's approval for Telecom to uplift 
the AMPS-A that it give an undertaking to previde interconnection 
to BellSouth by January 1 1993 or any other date BellSouth 
nominates.

The Commerce Commission pointed out that there was 
considerable divergence of opinion among the five judges hearing 
the appeal as to the facts, the law and the analysis required by 
the Commerce Act. While a majority of the judges agreed Telecom 
was already dominant in the cellular market and the acquisition 
of AMPS-A would increase that dominance, they decided the 
benefits to the public outweighed the drawbacks.

Caller ID
Telecom New Zealand has commissioned CM Research 

Associates to gauge public response to new technology which 
would allcw caller line identification or caller number identification 
or caller I.D. as it is variously known.

Telecom Profits Down
Telecom New Zealand has said it needs to boost its revenue from 

residential telephone business after two of its four regional 
companies suffered a drop in profits in the year to March 1992. 
The Kiwi Share Agreement, negotiated when Telecom was sold 
by the Government to American owners two years ago, prevents 
residential line rentals rising faster than inflation unless regional 
profits are unreasonably constrained. The drop in inflation in New 
Zealand appears to have been unpredicted by Telecom.

Television Turnoff
The Great New Zealand Television Turnoff resulted in a drop of 

a couple of percentage points in viewing levels. The week was 
promoted by those who were opposed to the deregulation of 
television and the profit orientation of the state cwned enterprise, 
Television New Zealand, and by the Library Association.

NZ Pay TV acquires Rugby rights
The Minister of Broadcasting, Maurice Williamson recently 

refused to rule out the possibility of government legislation to 
ensure all New Zealanders could watch television coverage of All 
Black-South African matches. The rights were won by the pay TV 
company Sky. He thought Sky Television, in which Television New 
Zealand is a 16% shareholder, would be able to strike a deal with 
Television New Zealand to extend the coverage to all households. 
He said he would be reluctant to be involved. The threat to pass 
a law to take away contractual rights drew severe criticism.

The issue, which had always been on the cards since 
deregulation, but which no procedure or regulatory body had any 
control over, arose when Sky withdrew from a consortium with 
Television New Zealand and made an independent bid. As a result 
the Chief Executive of Television New Zealand, Brent Harman, 
resigned as a director of Sky Television and launched legal 
proceedings for an injunction to prevent Sky carrying out its 
proposal to carry the matches exclusively in the areas it covered 
and in conjunction with TV3 in the rest of the TV3 coverage area.

Court proceedings resulted in TVNZ being allowed to carry a 
replay at 8 am on Sunday mornings following the Live Sky Coverage 
at 1.30 am. This result was anticipated by some observers as the 
likely outcome when Sky had attracted Rugby fanatics as 
subscribers, but did not wish to alienate the rest of the potential 
audience As a result TV3 dropped its deal to carry the live 
broadcasts in areas not reached by the Sky signal.

Maori Language Claims
The Maori Council is deciding whether or not to take its three 

and a half year old Maori language claims to the Privy Council 
after the Court of Appeal granted leave for the case to be taken 
to the law lords following failure of the Maori Council in both 
the High Court and the Court of Appeal. Until the matter is 
completed, state owned enterprises, Television New Zealand Ltd 
and Radio New Zealand Ltd cannot dispose of any assets.

Communications News is prepared by ian McGill of Allen, Allen 
and Hemsley, Sydney, and Bruce Slane, New Zealand's Privacy 
Commissioner.
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