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Ladies and gentlemen, colleagues in the teleconvatians

industry.

It is a pleasure to be here today, and to haveofip®rtunity to
participate in this important event, and to conttéto the
development of thinking on competitive issues & ittmportant

time.

Telstra also has been looking forward to this oppuoty to
address the topic of competition in telecommunicegi—

particularly competition in rural and regional asea

So much of what is said and heard about competiioght
across the spectrum, from policy makers, indusbdids,
consultants and competitors — is increasingly dsaogith my

daily experience and reality.
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Be in no doubt, there is a genuine commercial veamgyon out
there in the market place — a hard fought, sometibnger battle

for the rural and regional telecommunications con&io

While we at Telstra Country Wide fight hard to ke

customers in this competitive market, we fight.fair

Today | will address some of the myths about competin the

bush, and the positions of the various players.

But firstly, and importantly, | want to emphasise treal and
positive contribution Telstra Country Wide has athg made,
and continues to make, to telecommunications ses\and

general advancement in rural and regional Australia

In just a few weeks, on June 4, we celebrate dilryear of
operation. Telstra Country Wide has put managemesence
back into rural, regional and outer metropolitarstkalia. Our
on-the-ground staff, our business model and phibgphave

taken decision-making closer to the communitiesamwe.

That change has transformed our operations in anal

regional Australia.
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Telstra Country Wide is a relatively small managetnsales,
service and marketing operation, building on theatdities of
Telstra. We help ensure best value for our custermed for
Telstra, by prioritising infrastructure, productelsservices
based on improved and intimate customer knowledfedo
this by working with the larger Telstra organisatiteveraging
existing processes, systems and products, notghgagng

them.

In addition to improved customer services, our nééecus has
been on improving internet access, particularlgrmadband

internet, and better mobile phone coverage.

Telstra Country Wide has shown leadership by denetp
innovative, effective and commercial approaches to
opportunities offered by the government to the stduto
further improve regional telecommunication serviéde have
achieved this by keenly competing for, and someimmning,

available infrastructure funding.

The Australian Government’s HiBIS program, open to
competing ISPs, has been operating for just 12 nsoftelstra
has used the incentive to so far upgrade more46@n
exchanges in rural areas, providing ADSL accessdre than

398,000 additional lines as a result.
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Already, and significantly, ADSL access is now #afale to

85% of customer lines nationally.

Again through our innovation and application, aadilitated by
the various Besley mobiles funding initiatives, nave
significantly increased CDMA mobile coverage in &aBa,
with coverage now being available to more than &8gent of

the population and one-fifth the continent.

And we are now in the process of providing coveragsome
62 remote centres through the $15.6 Million Estensbile

project, including a number of Indigenous commusiti

Last year we completed the $31 million full upgradi¢he
CDMA network to make high-speed mobile data (1xrtt)
available throughout the CDMA footprint. This isrejor
investment in a technology with wide and benefiagplication
throughout rural and regional Australia, and inatgchealth

and education sectors.

In 2002 we introduced Telstra Mobile Satellite doistomers
beyond even the extensive reach of our terresirddile

services.
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We have introduced two-way satellite internet ssrsj now at
significantly reduced prices as a result of HiIBASd the very
popular Broadband Regional Connect, a combinatidS DN

and 1-way satellite

And we continue to find innovative solutions toaunrely rural

telecommunications issues.

As one of many examples, at present we are trgpllitth a
company called Allflex a package that combinesweRloth
reading wand with our I-mate PDA, cleverly proviglia one-
stop solution to allow farmers, pastoralists orzgges to easily
read and record livestock ear-tags and transmat idaiesponse

to the new National Livestock Identification progra

In addition to the product and service side, tla@esother
benefits of Telstra Country Wide’s presence in, and
commitment to, rural and regional Australia. Thiesdude our
involvement in hundreds of community-based spoispss and
support for regional development bodies, chambtrs o

commerce and other grass roots activities.

In spite of all this, with T3 looming, and the batines more

tightly drawn, many competitors and would-be cornipes have
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stepped up their rhetoric in an attempt to winrayeaof

regulatory concessions and positions before a sale.

Let us look at some of the great myths afoot.........

The first claim is Telstra will behave much differently when

privatised.

An example of this can be found on record in tloené SingTel
Optus submission to the Senate inquiry into théoperance of
Australia’s telecommunications regulatory regimet ine quote
It:

1.4) Itis likely that Telstra is on its ‘best beh&iour’ while a full
sale is on the agenda in an effort to maximise supg for the
sale. As a provider that faces Telstra in the markesvery day,
we expect that Telstra will become a more aggressv

competitor after privatisation.

Lets be clear. That such a position could be puherpublic
record is indicative of attempts to win businesdgiatynot
performance. We do not apologise that, we havesabss to
run, customers to service and shareholders tdysadsir
customers and thoughtful stakeholders know thahately, the

sustainability of our business, and to be comptéatese of our
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competitors, is best guaranteed by a regulatory@mwient that

rewards investment and innovation.

Telstra develops products and offers which arenoed to be as
competitive as possible. Our customers deservelannd
nothing less. And we do it within a comprehensind a we
would argue — robust regulatory regime. And wetduithin the

letter and spirit of the law of the land!

Nothing about that changes with ownership. Theleggry and
legislative regime that governs Customer Servicar&utees,
the Universal Service Obligation, provision of G&jvices,
price caps, and the various license conditionsdbatrol
Telstra’s activity will be the same. It is not atiea of being
well behaved for some short time objective. Wedaireen daily
by an effective combination of commercial and cotitipe
objectives, backed by a strong regulatory and tieen

framework.

A second claim is that:Thereis no or ineffective competition
west of the Blue Mountains because Telstra owns the copper

network.
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Recently it seems common to pick up the newspapksae a
story claiming that there is no or ineffective catfon in

Australia’s telecommunications market.

It is clear to me that the main motivation for otaiof lack of
competition, certainly from competitors, or thesisaciations, is
to try and extract further regulatory concessiams$ @ontrols on
Telstra with the aim of boosting their market shalative to
Telstra, and thus, increasing the value of thestfalian

operations.

It is hard to believe, given some of the “cry podi&toric from
our major competitors that many of them are hugk an
successful foreign multi-nationals. The so-callkatK of
competition” is a stalking horse for the additionahcessions
they seek in terms of regulatory breaks to minintinssr own
spending and maximise profits, at the direct auidr@ct
expense of Australian shareholders, Australianotosts and

Australian taxpayers.
Claims about so-called anti-competitive behaviaur g
unsubstantiated — all the jockeys are cheeringarstands as

one regulator recently noted.

Let me give you an alternate view of the competitamdscape.
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The fact is, there is a highly regulated accessnmedgn Australia
that requires Telstra to make its infrastructurel declared
products such as the telephone service, availalday
competitor with the appropriate licence, at a ratpd price.
There is a fundamental framework put in place suen fair

access by other carriers to customers on Telstetigorks.

This type of “resale” competition ensures that consrs have a
choice of suppliers, whether they live in Nunawgdom Nhill,

Mosman or Manangatang, Granville or Gulargambone.

There are few, if any, customers in rural and neglid\ustralia
who have not received a call, or more likely, calten AAPT,
Primus, Optus, Southern Cross or a myriad of smpléyers,

offering a range of inducements to switch carrier.

In fact, looking at customer movements in and duiedstra
Country Wide in the first eight months of this fireaal year, |
estimate that around 17 per cent of our customss hall have
been affected by “churn” in this full financial ye&Vhile that is
total customer movements in and out, how can angaye

there’s no competition in rural and regional areas?
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Thankfully, we are pretty effective at winning custers back —
no doubt helped by customers realising, after theye, that the

grass isn’t always greener in another telco’s baok.

However, in this context it is hard to accept theposition that
there is no or insufficient competition for senggaovided over
the customer access network....nor the blithe assetttie
situation “would” naturally be even worse in ruazd regional

markets.

This flawed proposition has given oxygen to thetkbg and
unworthy suggestion from some competitors that,reviigey
have won a customer from Telstra, we should natdde to

market to them for 18 months!

Let me provide further evidence of the existenceigérous and
extensive competition on the CAN, particularly umal and

regional Australia.
Telstra Country Wide does regular market survearsking the
effectiveness of our promotional campaigns and staaktivity

generally.

We recently asked our team to provide an analydiseonature

of marketing activity being experienced by telephosers in

10
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the remote areas called the Extended Zones. Beaalgsed by
post code, this also captured phone users in adedservice

towns with which they share a post code.

Figures were drawn from surveys conducted in tmg@d\pril
2004 to March 2005.

» 30% of remote phone users had received outbourtdaon
from one of Telstra’s competitors in the previouee
months — a slightly higher figure than metropolitan
customers.

» As their most recent contact, 32% could recall §ein
outbound telemarketed to in the past three montles b
competitor — compared with 18% for metropolitan
customers.

* As you would expect, there was a lower rate of-face
face contact in the previous three months — at 3%
compared to 6% for metropolitan customers, butrlea
this is a less utilised marketing form overallhistmarket,

and the gap is not dramatic.

| don’t know if many of you are surprised by thes¢l of
market activity and competition for services, mafsivhich
would have been provided, and are maintained bgtiBelinder

the USO — but it certainly focussed my attentiorensuring we

11
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have very competitive offers in the market placet iBalso
reveals some very important insights into the l@fel
competition that exists in reality, not in theoirythis market. It
also indicates the attractiveness of these custtoeyur
competitors, evidencing the success of the regylato

arrangements.

To anyone who has really analysed the impact afrseév
regulatory measures IN COMBINATION, this level oarket

activity should not seem unrealistic.

Lets look at the facts:

|t costs a competitor no more to connect a re-Gasdomer
in rural and remote Australia — those connectiors a
covered by Telstra’s obligations under the Univiersa
Service Obligation.

|t costs no more for a competitor have a faultdixer a
customer on Telstra’s network in rural and regional
Australia — after all, that is also done by Telstn@er the

Universal Service Obligation.

So for a competitor, there is no greater cost naiseg this
customer, though there is undoubtedly a signifigamgher
underlying actual cost to, for example, have atfalgch drive

four hours to a remote customer.

12
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And yet you hear competitors continually compldiattthe

USO is a burden on the rest of the industry!

And of course, these connections and repairs are ao
accordance with CSG timeframes, regardless of wéip t
carrier is. Further, accounting separation repgrtsy there is
no pattern of favouring retail customers over whale

customers.

The fact that Accounting Separation reports haveewealed

any systemic discrimination has not quietenedaiti

Let me put something to you here today. Could itHae the

current regulatory regime is already working asmated?

There are sound national economic reasons to have
infrastructure working at optimum utilisation. Aayrangements
that distort this compromise the national interast] may well,
in the longer term, suppress investment, reinvestnaad

technology renewal.

Which brings me turn to a third claim: That competitors will

build new infrastructure in rural and regional areasif there

13
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were just tighter regulation on Telstra (or more breaks for
them).

SingTel Optus has argued in its submission to treat
regulatory inquiry that it needs a 10 cent locdll iessale rate in
order to develop a sufficient resale customer lgaise bundle of

money) to justify it investing in its own DSLAM irdstructure.

For them, that larger resale base, it is argued]dvorovide the
economy of scale to allow it to migrate customevayafrom
resale arrangements onto its own netwods # achieved with

the forced closure of the analogue AMPS,

It would be pretty reasonable to argue that thgBah Optus
migration strategy to GSM may not have been soesstul

without the mandated closure of AMPSs.

The Singtel Optus CEO elaborated on his plafhmAustralian
on May 4.

He says Optus has its own ADSL equipment in 15Giaxges,
they are preparing to provide access in anothetd 200
exchanges and claim their cable coverage is eaqnté&d
broadband coverage in another 200 exchanges. Howeve

reach what he claims would be 95 per cent of thmiladion,

14
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competitor equipment would need to be installe8(a Telstra

exchanges.

However, 12 months ago, even before the commenderhéme
HiBIS program, Telstra had already installed AD®kvsces in

more than 1000 exchanges.

From many of these 1000 or so exchanges, whidheairhe
provided access to round 80 per cent of customes |iSingTel
Optus has been able to, and has been, re-sellisgaastalled

ADSL services.

Beyond this number of exchanges you are geneaking
about reaching smaller regional centres and runmaingcunities
with fewer than 1500 telephony services in operatmaybe

somewhat fewer taking into account the transmistsmits.

With the assistance of HiBIS funds Telstra is iivegsto
establish ADSL in towns like Mallacoota, with 858N lines
at the exchange; Violet Town Vic, less than 6(KeWwise Fern
Tree Tas; and Gunning nearby Canberra, less thauPSOTN

lines. Others could, but we are.

15
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We have now invested in ADSL at more than 1600 argbs in
total, around two thirds of which are in TelstrauGtry Wide

areas. Real investments, real results, for redabmess.

From the more than 460 exchanges we have enallegl si

HIiBIS, resale ADSL access is available to compedito

With the suggestion that Optus could provide it®MDSL
plant in somewhere between 350 and 800 exchanggf —
additional assistance, Mr O’Sullivan is not realgvating more
Australians from what he called the “electronidléiads”, but
making a bald-faced grab for a subsidy to buildasfructure in

the lucrative provincial cities and major regionahtres.

If SingTel Optus were serious about serving runal eegional
Australia, it would have applied for direct accas$liBIS funds

for ADSL rollout in small communities.

In an industry sector rich with regulatory safegisaia dozen or
more that apply only to Telstra, there are alreadiys to ensure
effective maintenance of the already vigorous cdrtipe

telecommunications market.

| want to comment on today's article in the FinahBieview

qguoting Michael Cosgrave.

16
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Backhaul transmission is a declared service. Y@t the
ACCC thoroughly investigated and found there wdBcsent

competition on some routes to lift the declaratiwgre.

Even on routes which remain declared, generallsethees

competitive offerings available.

Of course, transmission prices are based on voandalistance
- the lower the volume and the greater the dis&poger which

data is transported - the higher the cost.

If a wholesale customer does have a problem wighaapect of

the service, we would be happy to talk to them &hiou

Being a declared service, a customer could alsptzomto the
ACCC who have the power to arbitrate disputes. af¢enot
aware of any impending access disputes for thecsgrand

there haven't been any since 1999.

But returning to where | started regarding the ail&elstra
Country Wide. We are very proud of what we’ve achok but
our pride is not important. What is important iattbur

customers have judged us by our actions, and hawveuned us

17
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with their business. And this has allowed us tohfeir develop

and refine our activities in rural and regional &aba.

It has allowed us to make the investments that baveght
mobile telephony, widespread broadband, high spgethet,
extensive wireless data, and competitive pricesitocustomers.
It has allowed us to continue to improve provisama repair
times. It has allowed us to contribute to the gloand

aspirations of our customers collectively and indirally.

The true game in rural and regional competitioplased in the
customers’ world. While | am here today engaginthis
iImportant forum, | am pleased to know that my tealinthe
teams in Telstra Country Wide are out there making

difference, which is what matters to customers.

Competition is good. It is in the customers’ besgiests, and in
the interests of economic efficiency. But we oppsoposals

that seek to transfer, not to create, nationalezalu
The reason for the success of Telstra Country \Widd,,its real

competitive advantage, is its commitment to rural eegional

Australia.

18
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Our local presence — our decision to invest in@dealised
management model and put teams back into regionstr&lia —

thisis what sets us apart from the competition.

The local management model allows us to bettereseuv
customers, and excellence in customer servicerismgoing

goal.

However, we recognise that there is always mone W& can
do, and we are implementing further service impnosgts
through the Telstra Country Wide office networkisiwill

always be true in our industry.

Telstra Country Wide is about delivering an outcdoreour
customers by being out in the community, understanidsues,

understanding the infrastructure, taking ownershigsues.

And an important thought. With the real, effectared
increasingly intense competition Telstra facesydaithese
markets, if Telstra Country Wide didn’t exist, wewd have to

invent it.

That is because, regardless of the myths thatlatesu

competition is not only alive and well in rural arejional

19
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Australia — supported by the current regulatorymeg— it is

vigorous, real and growing.

Thank you.
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