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Introduction
— State Government’s role is not as a regulator.

— They do however have an important influence on
the telecommunications industry as major
customers - especially in regional areas

— Case study of the NSW Government’s Broadband
Service

— Observations about levers and issues relevant to
promoting investment and competition in new
technologies and services
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Issues for State Governments

— Major customers of telco services

> collectively spend over $1 billion pa
> |Impact is greatest in regional areas
> Focus on reducing costs to government
> Leveraging benefits for other customers

— Balancing priorities:
> |lower cost services
> encouraging investment in new infrastructure

> promoting competition
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Lower Costs

Encouraging Promoting
Investment Competition
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Different state approaches

— Variations due to level of competitive infrastructure
and services

— Size of market and urban/regional split of populations

— Level of centralised coordination of telecoms spend
and operations

— Different strategies have focused on:
> value for money
> dividing up the business
> facilitating new infrastructure
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NSW context

— Growing demand for broadband for education,
health and other government services

— Competitive market in metropolitan areas

— Higher cost services in regional areas

— Requirement for scalable services

— State owned fibre networks with surplus capacity
— Government reluctant to become an operator

— Limited interest in direct investments in sector
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NSW Government Strategy
— NSW Telecommunications Strategy (2002).

— Key objectives:

Cost-effective bandwidth

> Leverage of government assets

> Optimisation of government purchasing
>

>

\Y

Support for innovation & competition
Promotion of a connected society
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NSW Government Broadband Service

Key strategies:

— Broadband is a key enabler for transformation and
improvement of government services

— Savings to Government from lower cost services

— Establish a new business model for the provision of
broadband services

— Share benefits of aggregation with smaller agencies

— Create critical mass for competitive infrastructure in
regional areas

— Extend benefits of broadband to the wider
community
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Government Broadband Service functions
* Network to reach all major NSW agencies either
through their head office or data centre/s

» Highly scalable platform to address growing needs
for data communications across the State

» Specified to support convergence of service delivery
(data, telephony, image including video services)

» Service on government terms
» Compliance with government security requirements

» Major savings to government and agencies — over
20% compared to best current government prices
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State Broadband Service consists of:

* A high capacity and secure Core Network reaching
24 regional centres

* Network Access Points (NAPS) for interconnection to
panel of providers of Local Access Services

* Management Services for agencies to integrate the
management of data services for some or all of their
sties

* [nternet Access Services for wholesale access to the
internet
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Core Network functionality

Prices for Core Sites and NAPs for bandwidths up to
1 Gbps with per Mbps increments available

Agencies pay for their Core Sites and % use of
shared bandwidth at the NAPs

Firm service levels with rebates to agencies

Higher availability — 99.95% for most sites and higher
for NAPs and other major sites (99.98%)

Quality of service for real-time applications

Real-time monitoring of network performance for
agencies

Multiple VPNs per agency & option for extranets

Core Network implementation

3 + 2 year contract signed with Soul Pattinson
Telecommunications (Soul)

Annual benchmarking against current prices

Major agencies will act at foundation customers
(Health, Education, Police, AGs & Commerce)

Government Broadband Network launched in
November 2006

Staged migration of other agencies over the following
12 months




Leveraging investment & competition

* Investment in breaking out and extending existing
fibre networks (eg Nextgen, TransGrid) to major
NSW regional centres

» Reference Interconnect Offer (RIO) provides timely
and predictable access to the Core Network to other
providers

* Network Access Points (NAPS) act a carrier meet-
me-points to provide interconnection and backhaul

» Result is competitive and scalable trunk capacity
provided to most major population centres in NSW

Local Access Providers

» Panel of providers will connect other sites to the Core
Network

* Regional sites connect to NAPs in 24 regional centres

» Other sites in metropolitan and remote areas can
connect either at the NAPs or other agency site/s.

» Panel to be part of the new Government
Telecommunications Agreements (GTAS)

* Providers include Optus, NEC, Uecomm & Soul.
e [nternet Access Providers: MCI, Uecomm & Soul




Key outcomes

Multi-carrier broadband service that provides Internet
Protocol Virtual Private Networks (IP VPNs) from any
to any government site with a guaranteed quality of
service.

Major benefit is cost savings to government

Further Benefits

>

Aggregation of traffic on trunks for the development
of regional infrastructure and points of presence.
Promotes sustainable infrastructure based
competition in regional areas

Stimulates competition at the local access level
Open interconnection arrangement to pass on lower
cost service to the wider community

Reduction in the price difference for regional
broadband services

Accelerates broadband deployment leading to
investment and productivity benefits to the State
economy




10



11



Other NSW telecommunications projects

* NSW Regional Local Access Project supported through
the National Communications Fund (NCF)
> joint State & Federal funding
> Fibre local loops installed in 18 NSW country towns
> |nstalled and owned by Country Energy
> can be leveraged for other customers
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Next Generation Networks

* Investment required in Next Generation Networks
> scalable networks with quality of service
> seamless interconnection & flexibility
> mixture of technology options including wireless
> will include considerable fibre deployment

» State Government networks
> Can act at demonstrators of NGNs
> Opportunities to leverage benefits and lessons to

the wider industry

Why Next Generation Networks are important

* Demand from corporate and government applications
> health and education
> electronic business services
* Enabler for new home entertainment services
> video and games services
> home automation & monitoring
* Economic and industry development
> international competitiveness
> stimulant for innovation & further investment

13



Next steps for state governments

 Driving usage of state government networks
> shared applications
> voice-over-IP and video
> availability of digital content

* Interconnections
> National networks for education, health, etc
> Extranet connections for special users

(eg GPs Online)

» Technology convergence
> adoption of wireless broadband services
> integration with state radio networks

Investment levers available to governments
* Regulatory framework
* Demand aggregation within government

* Funding support for investment, applications &
community aggregation (eg Connect Australia)

» Support for digital content - user demand
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Policy issues for Connect Australia

* Recognises importance of competitive backhaul capacity
Benefits from competition are tangible

Key enabler for local access initiatives

Requires carrier meet-me places

May involve a range of technologies

What is the optimal extent of competitive backhaul?

\%
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Policy issues for Connect Australia

» Leveraging public funds
> Limitations to the consumer subsidy model
> Direct funding for competitive infrastructure
> Defining competition - infrastructure or services?

» Open access regime will be critical

> an offer rather than obligation
establishes a transparent pricing policy
timely access
discourages discrimination

V V V

15



Policy issues for Connect Australia

* Requires support from major users
> |Important role for state and territory governments
> Role for other major corporate users
> Linkages to education and research sector
Role for local initiatives
» Leveraging utilities
> integrated into general utility infrastructure
> lower costs with more patient investment
> negatives include risks and monopoly behaviour

V

Policy issues for Connect Australia

 Driving demand
> |Improving the value proposition for investment
> Stimulating demand for high value services
> Generating higher revenue per user

e Support for digital content and applications
> Government’s role as owner of digital content
> Opportunities to improve accessibility
> Opening up access to audiovisual repositories
> A national online access policy?
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Opening up the debate

Learning from the lessons of existing regional initiatives
Leveraging benefits from Connect Australia

Supporting competition

Supporting next generation networks

Creating sustainable models for investment and value
How can these levers be best coordinated?
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