2003 10 DAB Consultation

Consultation Response Paper
Mr Malcolm Moore, BE (Eled) MIE (Aust)

In response to the “Consultation Paper “ Demand Aggregation (DA) Broker Program” by
the National Office for the Information Economy about September 2003 It was written to
highlight the concerns that the Consultation Paper raised and the intention is that through my
caeq experience, professional expertise and wisdom in this broad areg the observations
raised in this Response Paper can be aired and applied to avoid creaing and repeding
decisions that ultimately are not financially good for our Australian ecnomy.

Background

What isreally being approadhed here is ‘emnomy of scale’. By identifying as much existing
and projected Broadband Internet, CATV, and associated data and telephony communicaions
usage in all non-major urban areas, an appreciation of the total future network requirements
can bethen estimated. Thisin telecommunicaions termsis called Forward Network
Planning, and those who are expert in this area ae Professional Enginea's experienced in
telecommunicaions networks planning and implementation.

It is not anew role, but the name Demand Aggregation (DA) Broker incorredly makes out
that this person has the same sKkill sets as a Forward Network Planning Enginea. These
Professional Enginee's already have the expertise, experience and knowledge to do thisrole.
One of the roles/ adivities of aProfessonal Enginee isto interpret and translate the
requirements of their clients (in this case the public and all forms of business) and formulate a
specification that will provide an ongoing solution. Such arole is entirely out of the range of
Brokers, whose roles are focussed around product ‘padkaging’ so that sales will follow.

Thetoolsthat Professonal Engineess use to perform their roles include consultation
medings with the broad community and all types of businesses to identify and understand the
existing and future business requirements, apgdied mathematicsto interpret the requirements
into existing network plans and projeded network utilisation plans, computer modelling to
translate these requirements into cost-eff edive telecommunicaion network structures, projed
spedafication to specify the auigmentation of existing telecommunication network structures
and manage the end of life of older technologies, tender production to translate these
telecommunicaion technology requirements into sound and reali stic businessproposals, bid
management to identify the most suitable equipment supplier / installer / manager to carry out
each phase of the programme, projed management to keep the projed ontime and under
budget, and management reporting to kegp upper management continually aware of the
progressin all phases  that there ae no ‘surprises.

To do theseroles effedively, Professional Enginea's may occasionally briefly consult with an
Accountant and Lawyer to assist them in some minor parts of some BusinessCase credion
and Tender credion stages respedively.

It must be obvious from the Demand Aggregation Broker Consultation Paper that the
Australian Government has reali sed that through competition, the now competitive mode of
telecommunicaions has discarded its industry-wide forward network planning functionsin
favour of marketing, advertising and multiple company management, and consequently all the
non-major urban (read: ‘lower return’) areas of all Australia’ s telecommunicaions
infrastructure have been seriously compromised, and formed a geographic digital divide.
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The term Demand Aggregation Brokers tells me that those involved in establishing thisrole
do not understand or appredate the roles of Professonal Engineas.

Clarifying the Definitions

Acoording to the Macquarie Concise Dictionary — Reference 1 (the standard accepted
referencedictionary in Australia), the term Broker means “1. an agent who buys and sells for
aprincipal or acommission basis without havingtitle to the property. 2. amiddleman or
agent.” Also in that same dictionary the term Engineer means “1. someone versed in the
design construction , and the use of engines or machines or in any of the various branches of
engineging: a medharical enginea, aneledrical enginee. 2. someone who manages a ships
engines. 3. amember of the amed forces pecially trained in engineering work. 4. a skilful
manager. 5. to plan construct or manage as an enginee. 6. to arrange, manage, or cary
through by skilful or artful contrivance” Asaflow on, theterm engineering means “1. the
art or science of making pradical applicaion of the knowledge of pure sciences sich as
physics, chemistry, biology, etc. 2. the ation work or profession of an engineer. 3. skilful or
artful contrivance; manoeuvring.”

Looking at what the proposed adivities that a Demand Aggregation Broker makes
‘interesting reading’, now that we know that the roles gecified acually align with that of a
specialist role, tailor made for Professional Engineers that have expertisein
telecommunicaions equipment, network protocols, human management skills, and network
planning skills. Brokers have skills in padkaging sales of products.

Demand Aggregation Brokers?
These acivities are in the general bounds of working with potential buyers of broadband
servicesto bring the interests of buyers and suppliers together.

According to the DAB Program Consultation Paper, the activities that DAB would be doing
include the following: devdoping strategies to aggegate demandin aregion a comnunity,
identifying broadband dmand paterns and oppatuniti es to take advantage of exsting
networks and dcemandfor greater regiond benefit, advising stakehalders on how to structure
businessproposals for investment in broadbandidentifying oppatunitiesto coordinate
investment in broadbandiechndogies and services within asedor or region, advising
governments about the merits of broadbandinfrastructure proposals, building a geater
understandng d broadband oppdunities and risksin regiond comnunities.

In reality Brokers inherently do not havethe professonal telecommunications network
engineaing know-how to aggregate various communications systems other than a superficial
knowledge — and this is usually misleading because they generally are not aware of the
intricacies involved in and consequently their estimations are usually very optimistic (very
under estimated), and this usually leals to major customer relations problems in the future.

Brokers, because of their superficial engineaing knowledge, are far more likely to
misinterpret demand petterns as they are usually focussed on the sales commisson side, rather
than the bigger picture forward plan side. This leads to regions being supplied with pockets
of broadband infrastructure that has lessthan appropriate network infrastructure and
consequently the later engineering will be significantly more expensive than if engineeed in a
coordinated fashion.

Most Brokers are focussed on immediate sales, and not longer term network structures, hence
their advice to stakeholders on broadband business investments can easily missthe much
bigger benefits of sound, well structured longer-term network engineeaing plans.
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Although Brokers may have the slick tongues to advise governments about the merits of
broadband infrastructure proposals, it is the network planning and development enginea's that
adually structure the network growth plans and prioritise the network infrastructure projeds,
before ay such advice neeads or can be provided with sound engineering reasoning to any
government for funding approval. With thisin mind, Brokers have no place to advise anyone
on awell engineeed broadband network plan, proposal, or itsimplementation. Thisisthe
role of telecommunications planning and development enginees.

The fad that Governments now neel to be involved about the merits of Broadband
infrastructure proposals, spells out that these same Governments are not so embracing of
businesscompetitive pradices and only now are beacoming aware of the enormous blowouts
in overall operating costs, the huge amount of customer confusion and the multi duplicaion
of telecommunication networks that comes along as baggage with competitive pradices,
and/or the use of Brokersto ‘sell” ill conceived and small thinking retworks.

It has been demonstrated for several yeasthat if atednology infrastructureis there then the
Australian people will utiliseit. Classical examples are Mobil e Phones, Internet, DVDs, and
television. Hence there is no reason to have aiyone or organisation spending valuable
resources on advertising or other information diseemination pradices to build a greaer
understanding of broadband opportunities and risks in regional communities. These valuable
funds need to be focussed diredly at installing and commissoning the infrastructure.

If there ae any doubts that thisrole is not tailored for Professional Telecmmunications
Network Planning Enginee's, then real again under “Badkground” in this document. It
should be painfully obvious that activities in the above italicised paragraph donot relate to
Consultants, Lawyers or Accountants, Account Managers or Business Managers. They relate
diredly to Professional Engineers.

Some Specific Activities of Professional Engineers

Looking more closely at what is marked down for DA Brokers, the specific acdivities of
Professional Enginee's include these functions.

. meding with local government and commnunity stakeholders to provide adviceabou
methods of demand aggegation, comnon pitfallsandlikdy solutions

. conducting surveys of particular sedors or geographic areasto determine levds of
patential demand ard to identify priority areas for demand aggegation

. gathering information about current broadbandnfrastructure and gicingto inform
the devdopment of businesspropaosals by buyers

. asssting regiond stakeholders to devdop ropasals for government or private seaor
fundng, including devdoping comprehensive businessplans that identifying realistic
options for supfdy, local technical suppat and pojed sustainahility

. facilit ating dscussons between stakeholders within asedor or regionto dign their
interests and cevdop propasalsthat will benefit all participarts.

Any competent Telecmmmunication Network Planning Enginea would naturally work in
consultation with the stakeholders, and provide sound engineaing advice Most surveys are
done with electronic monitoring equipment on the existing network, and through government
and industry recordsto determine the projeded growth. Enginees then analyse these
projeded growth patterns, and through that, set the priority of what type of network
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infrastructure is required where and develop the BusinessCases, projed plans, tenders, bid
resolutions and manage the install ation, commissoning and life cycle management (including
scheduled maintenance) of the telecommunicaions infrastructure.

Brokers may be required to assist Enginea's in setting the product pricing. BusinessPlans
need to be simple. If they are not smple, then excessive time and resources will be wasted in
trying to justify what should be open and shut cases. Inthis case the “Broker” is more closely
aligned to the work that a Product Manager performs.

Brokers may be required to facilitate discussions with various gakeholders, but Engineas
need to be acossthese discussions to provide soundengineeing advice In this case the
“Broker” is more closely aligned to the work that an Account (Sales) Manager performs. A
company Sales Account Manager, with the @le asgstance of Product Engineas and Bid
Managers and their support saff is naturally very biased in what products will be supplied.

AsaBroker having several products from several companies, (and many more ‘ vapourware’
products) the problem isto sell these to people / businesses that may not have an existing and
/ or highly expandable broadband network. Thisisa aitical situation where professional
telecommunicaions engineers must be in the front lines to minimise the @mnfusion.

The serious conflict of interests here isthat existing equipment sets the future install ation
trend and as Brokers in general have only a superficial knowledge of the total engineaing
problem and their pay isrelated to which brand of equipment is installed and which product.
In this situation a Broker should be the last choice for an unkiased view of what products and
eguipment isto be purchased and install ed.

The problem here is that this person cannot do his role effedively and professionally if there
is no overall Network plan for him to work on, and that network plan must be the aygregation
of the total telecommunications network infrastructure, including all ‘competing’
telecommunicaions cariers, the major government and businessneeds requirements and
services in placeand the long term expeded growth patterns for al areas.

To compound the resource wastage proposed by the Consultation Paper, instead of producing
a oomprehensive Business Case for ead network augmentation, the Telecmmunications
Network Planning Enginee would have put together a short (one page) BusinessCase and the
Forward Teleaoommunications Network Planning Group would have this vetted within a few
days. As such, there would be no need for government based committees to ponder over
hundreds of competing submissons as competent Network Planning Enginea's would have
anticipated the network infrastructure growth and positioned this growth in an orderly and
very highly cost-effective manner.

Core Elements of the Program

In Projed Management language, the management of several Projeds is called Program
Management, and seasoned Projed Managers are ideal for theseroles. Brokers gecialisein
selling securities and financial derivative padkages. Thisis not another branch of Enron.
Brokers do not have the engineering knowledge and know-how to aggregate networks, but
they can structure pricing plans under dired guidance from Professonal Enginee's.

The cause of the problem isthat through introducing so called ‘competition’, it has also
removed the well oiled professional coordination and the result is a large amount of confusion
at all levels, hencethe need for extraneous (Government) committees to try to overseewhat is
planned by highly competent and effective Network Planning Professonal Enginees.
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The key problem here isthat there ae now several telecommunications networks that are
owned and managed by separate telecommunication cariers. Ead of these cariersown a
well specified network that istheir Intellecual Property (1P) and Company Assts, and
releasing any information about any part of these networks to anyone outside their company
has to be in the strictest confidence As such, it is usual to strike up and sign off ona

M emorandum of Understanding (MOU) between the carier and any client at any level
before any of this highly confidential information is even discussd.

With this key problem now aired, it must be understood that at the national level, all networks
of all cariers need to be placal on a ommon register / database, and be updated daily, so that
Network Planning Enginee's can be effedive in doing their role in focussng on multi-
jurisdictional initiatives — whatever they be. No carrier is going to make this information
available, unlessthey have aclea competitive alvantage, and they know this before they pass
out any of this|P.

There aetwo waysthat | can diredly seeto do this:

. Thefirst isto use the first brute force method and passa law that all cariers must
provide this information to this central body in aform as pecified on adaily basis.
Although this ounds simple, there ae more than 10001 nternet Service Providers
(ISPs), several tens of cariers and a plethora of Government Departments.

. The second more elegant method isto passalaw to move the network owned and
managed by Telstra out of the competitive market and placethis in the hands of a
non-competitive Authority or Commisgon. This Commisson would then enginee
and manage the wholesale network (Inter Exchange Network (IEN), Internet Protocol
Network (IPN), and Customer AccessNetwork (CAN).

Persondly | strongy favour this cnd method &s this then pus sveal competing sales and
marketing telecommunications companes and gaernment departments (not carriers) on a
leve playingfield, where they are purchasing the same whalesale products from the
nationdly based Comnisgon, and selli ng these products and services at retail ratesto their
clients — be theythe general pullic, government departments, or big business

This £ond appoach automatically places the nationd network under on norcompetitive
roof so that the dements of network aggregation can ke effedivdy put into practicewith a
minimum of overheads. All efforts are then focussed in comnon efficiency gods of driving
down the network operating costs through naiond regiond andlocal econamies of scale.

With the national aggregation of the telecommunications network into a single Commisgon,
supplying the network services at wholesale level to competing retail suppliers, be they
servicing government departments, big businessor the general public, the role of network
aggregation at the retail 1evel would be grealy simplified —to such an extent that it would be
highly pradical, and network dugicaion would be diminated ailmost immediately.

The three ©re dements at national, state/territory and community based levels would then be
very easily addressed, as Professonal Engineasin the retail sales/ marketing retail supplier
groups would then be able to interpret the needs and requirements of the retail clients and
Acoount Managers there, and translate these to wholesale deliverables that the Commisgon
would be planning and providing at awholesale level.

This proposal is outlined in Reference 2.
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Key Beneficiaries of the Program

Currently to my knowledge there is no effedive Broadband infrastructure in any areas outside
the most built-up (CBD/metropolitan) areas in Australia. To make matters worse, thereis no
effedive long-term Broadband accessnetwork solution. Thisis detailed in Reference 2.

There is no point in focussing on any non-CBD/metropolitan Broadband organisation or
participants until an effedive acess network solution is installed and commisgoned (put into
pradice).

(In short from Reference 2:

The copper pairs in customer accesslines can carry ADSL only 3.5 km from a Digital
ServiceLine Access Multiplexer (DSLAM), and only abaut 72% of those lines are suitable
for ADSL. 10% of all linesexceal 35 km, and theyarerural/remote. | also believethat
the aopper accessnetwork is approaching avery high maintenance schedule — so | believe
that copper accessnetwork hasto be wmpletely replaced in the near future.

Community AccessTeleVison (CATV) isonly dfedivein some metropditan areas. Mobile
Radio (including GSM, CDMA and G3) isnot Broadbaxd I nternet, the transmisson
distanceis very limited and Satellit eisnot a practical or eaconomic solution. (Corredion
2005— Wideband CDMA / G3 is now considered Broadband I nternet — but considerable

I nter-Exchange (Backbone) Network is esential to conned these services.)

Optical Fibreisvery capalde of Broadbaxd and has a dstancelimit of abaut 70 km, and it
isthe obvious choicefor the accessnetwork to the house in the immediate future.)

Program Principles

The principles that the DA Broker program intends to apply, align perfedly with the second
option under my response with the Core Elements above.

This option isto move the Australian people owned Telstra network into a Commisgon and
make Telstra a“wholesale — retail” service supplier, along with Optus-Singtel and ather
cariers. Telstra, Optus and ather once network suppliers would stay on the share market, but
they would focus on retailing the services from the cmmon wholesale telecommunication
services urce - the Australian people owned National Telecommunications Commisson.

Implementation Timing and Process

Without a suitable non-urban and regional / remote infrastructure in placeproviding
Broadband to virtually all homes in Australia— irrespedive of location, this DAB program is
seriously flawed. Thislad of suitable Broadband infrastructure is the single fadtor that is the
fatal sticking point, and it is imperative that it be addressed, resolved and implemented as the
absolute highest priority.

Governance Arrangements
This group will beacome part of the National Telecommunicaions Commisgon.

Attachment A
Refer to “Background” above, asthis saysit al in much less
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Conclusion

It is obvious that the intention of the DAB program is minimise duplication that has been
caused by the competitive environment that has not delivered on itswords. This DAB Broker
Program Consultation Paper clealy demonstratesthat the NOIE is now aautely aware that
competitive pradices have minimised Broadband development on all but the most-high return
aress, and this has sriously devalued non CBD/metropolitan areas, and stranded them from
the CBD/metropolitan mainstream Broadband infrastructure and accessfacilities.

It isalso dbvious that the writers of the Demand Aggregation (DA) Broker Program
Consultation Paper have very little understanding of what Professional Engineeasreally do,
and how they go about their work. It ishoped that this paper answers what Professonal
Engineasdo and just how cgpable they redlly are.

Brokers have their place but this DAB Broker Program Consultation Paper incorrectly places
Brokersin atelecommunications Network Planning Professonal Enginee's role and not that
of assisting the structuring of the pricing of (telecommunicaions) products. This paper neels
to be rewritten to remove the term Brokers and replaceit with the term with “Professional
Engineas’, asintherole that telecommunications network planning Professional Enginea's
are expert in and position. The magjority role of Brokersisto occasionally assist Professional
Engineasin structuring the product pricings, which isthe expertise of Brokers.

The atempt to aggregate Broadband applicaionsis sriously flawed in that there is
effedively no Broadband acessnetwork or Broadband infrastructure in rural and regional
aress, (that is. any residence beyond 3.5 km of alocal telephone exchange with suitable
network Broadband and ADSL infrastructure, and CATV passng that same residence) and
this new (optical fibre) access infrastructure hasto be in place before any true aggregation can
be effective in non CBD/metropolitan situations.
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