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5.9	S ubsidiaries
The subsidiaries of nbn are listed  
in the table below.

Table 8: Subsidiaries of nbn

Name of entity Country of 
incorporation

Class of shares Equity holding 

NBN Tasmania Limited Australia Ordinary 100 per cent

NBN Co Spectrum Pty Ltd Australia Ordinary 100 per cent

nbn co limited and NBN Tasmania 
Limited are parties to a deed of cross 
guarantee under which each company 
guarantees the debts for the others. 
NBN Tasmania Limited is a non-
operating company and its business is 

exclusively operated by nbn co limited. 
NBN Co Spectrum Pty Ltd is a non-
operating company which holds 
spectrum licences for nbn co limited  
and its business is exclusively operated 
by nbn co limited. 

5. �Operational and financial  
multi-year forecasts (continued)
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While the forecasts in this plan 
represent the current best 
estimations of nbn Management, 
these projections include multiple 
significant risks and challenges 
that need to be understood. 

6.1	 Risk management 
framework

The effective management of risk is 
central to the continued growth and 
success of the company. During FY16, 
Management refreshed the risk 
management policy, with the intention  
of driving risk improvement programs  
to secure delivery of the plan, improve 
the business model, protect assets  
and enhance the nbnTM brand.

nbn’s Board of Directors and 
Management are committed to 
implementing robust risk management  
to enable proactive identification, 
assessment and management of all risks. 
This is critical to build and maintain 
shareholder and stakeholder confidence 
and trust, while delivering Australia’s 
first national wholesale-only, open-
access broadband network efficiently 
and effectively.

To achieve this, nbn has a formal Risk 
Management Policy that is consistent 
with Standards Australia AS/NZS ISO 
31000: 2009 Risk Management and  
best practice. 

nbn has adopted a “three lines of defence” 
principles-based approach to risk 
management. Material risks are assessed 
on a regular basis and nbn’s Audit and 
Risk Committee and the Board review 
nbn’s strategic risks profile biannually.

6.	Risk management
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6.2	 Overview of risks 
While all business plans have associated 
challenges and risks, the risk profile of 
this particular plan is heightened by the 
fact that this is a world-first deployment 
of a broadband network on a national 
scale using five network technologies  
in parallel. Although nbn’s risk 
management capability continues  
to mature, it remains a high-risk 
challenge to manage the complexity and 
scale of the network design and build.

The Corporate Plan 2016 included 
significant risks due to the fact that,  
at the time of developing the plan, nbn 
had limited information and experience 
in building and activating under the new 
multi-technology mix. As nbn continues 
to mature and uncertainties are 
removed, the risk profile has changed, 
reflecting the progress made on the 
design and build of the network and 
supporting processes and systems.  
This is evident in the current risk profile 
in which ‘deal implementation’ risks  
have diminished and ‘management of 
partners’ and ‘operational’ risks have 
increased in priority.

nbn’s risk profile has improved since  
Corporate Plan 2016, largely due  
to internal investment in process 
improvement activities and resource 
capability. nbn has also successfully 
supplemented this by de-risking key 
activities through the execution of 
strategic agreements with key partners 
who possess proven capabilities. 

Even though risk prevention and 
mitigation strategies are being 
implemented, significant residual risk 
remains, particularly related to costs 
and, to a lesser extent, timeline. It is  
for this reason that nbn has published  
a peak funding range (rather than just  
a single-figure budget) that includes  
an appropriate level of contingency.

The challenges and risks embedded  
in the plan can be grouped into three 
main themes:

•	Meeting the scale challenge: nbn’s 
ability to achieve the next level of 
organisational maturity required to 
manage the process complexity, 
resource contention and delivery of 
automation to achieve the overall plan 
raises a number of key challenges.  
This includes the ability to activate, 
operate and maintain the nbn footprint 
at scale across Australia in a safe and 
environmentally responsible manner, in 
line with publicly-communicated targets

•	Management of partners: 
operationalising contractual 
agreements and realising intended 
benefits while managing the risk 
associated with significant reliance  
on third parties – for example the new 
Telstra HFC Delivery Agreement where 
nbn now has a closer relationship with 
Telstra in relation to the deployment 
the HFC network footprint including 
management of nbn’s other contractors

•	Competition, revenue and regulatory: 
the achievement of forecast revenue 
and activation rates while adapting to 
the evolving regulatory environment, 
competing against infrastructure 
providers and encouraging 
competitive dynamics among RSPs.

Despite the comprehensive planning 
exercise undertaken by nbn and due to 
the magnitude of the program and time 
scale for delivery, a number of potential 
scenarios and variables exist over the life 
of the project and remain unknown. 
Materialisation of an unknown scenario 
will introduce further risk, which can 
only be understood and quantified over 
the course of the plan implementation. 
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6.3	 Risk details and mitigation
A summary of key risks and mitigation are provided below:

Meeting the overall scale challenge

nbn requires further scaling, adding challenges in process complexity, resource 
contention, delivery of IT systems, and the ability to activate, operate and maintain the 
nbnTM network in a safe and environmentally-responsible manner to meet customer 
and end-user service expectations in line with publicly-communicated targets.

Risk Description Mitigation Strategy

Health, Safety and Environment (HSE): the 
ability of nbn and its contractors to construct, 
activate, operate and maintain the network  
in a manner that prioritises the prevention  
of material HSE failures.

»» Risk-based HSE governance and assurance 
frameworks.

»» Execution and continual improvement of the 
HSE Management System.

»» HSE consultation, communication, culture, 
capability frameworks, platforms and 
initiatives.

Critical process capacity: ensuring the 
readiness of critical processes and IT systems 
to successfully scale and deliver against 
expected volumes and timeframes.

»» Scaling up nbn workforce and investment in 
IT systems to meet the workload, as well as 
augmenting resources by procuring external 
service providers and contractors.

»» Change management programs to reshape 
the business and meet the evolving 
operational challenges.

»» Establishment of nbn’s scaling disciplines 
and targeted capability uplift program.

Security: providing the required level of 
security for critical infrastructure assets and 
limiting the potential for compromise of the 
confidentiality, integrity and availability of 
information and assets.

»» Security Operations Centre.

»» Preventative and detective access and 
monitoring controls across both physical  
and digital environments.

»» Mandatory security awareness training for  
all nbn employees.

Secure funding: completing the network and 
realising the intended benefits for the 
Australian community will require the sourcing 
of additional finance, in excess of the current 
funding allocation from the Government.

»» Early engagement with Shareholder 
Ministers regarding funding options, 
including securing debt finance from  
capital markets.

Material adverse events: safeguarding assets 
and processes against events such as natural 
hazards (fire, flood, etc.) and other business 
interruptions, including network outages.

»» Business Continuity Management program 
and Crisis Management Team.

»» Insurance coverage for industrial and  
special risks.

»» Supply-led programs to improve security  
of supply of key services, equipment  
and materials.

6. Risk management (continued)
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Management of partners

nbn have engaged a number of partners to assist with the design, construction, 
activation and assurance of the network. nbn’s success is in part dependent  
on the successful operationalisation of contractual agreements and ongoing 
management of partners.

Risk Description Mitigation Strategy

Significant reliance on key Delivery Partners: 
nbn’s focus on utilising Delivery Partners with 
proven capabilities has resulted in significant 
reliance being placed on a number of  
Delivery Partners.

»» Monitoring and management of commercial 
risk exposures and dependence upon key 
Delivery Partners.

»» Intensive key supplier due diligence prior  
to engagement.

»» Industry workforce management and field 
resource recruitment strategy.

Partner management: operationalising 
contractual agreements efficiently and 
realising intended benefits, ensuring that 
partners deliver nbn’s requirements. 

»» Regular and ongoing performance 
monitoring of partners.

»» Close management of relationships  
with partners.

»» Incentive-based allocation of work, driven  
by partner performance.
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Competition, revenue and regulatory

The above risks associated with construction and activations need to be addressed 
for a premises before revenue generation from that connection can commence. 
Thereafter, revenue realisation is dependent upon end-user demand, sales mix  
and pricing, along with potential regulatory and competitive constraints.

Risk Description Mitigation Strategy

Competitive dynamics: evaluating and 
responding to emerging technologies, other 
infrastructure providers and potential new 
entrants whilst encouraging a competitive 
environment for the Retail Service Providers.

»» Ongoing engagement with customers  
and strengthening relationships through 
consistently meeting commitments and 
considering customers’ perspectives on  
nbn’s improvement priorities.

»» Engagement with ACCC and other stakeholders 
on encouraging RSP competitive dynamics.

»» Dedicated networking and engagement with 
technology vendors to ensure access and 
awareness of latest technologies.

»» Investment in pilot trials of new technologies.

Residential and Business ARPU: managing 
activation rates and ARPU to adapt to evolving 
sales mixes, product offerings, consumer 
behaviours and connectivity needs.

»» Close monitoring of market data and research.

»» Entry-level product value proposition to 
ensure competitiveness with mobile-only 
options for households and business premises.

»» Targeted Business segment product 
development and value proposition delivery.

»» Ongoing review of pricing architecture. 

Regulatory environment: unfavourable 
regulatory change.

»» Active engagement with the Government 
and regulatory stakeholders.

»» Ongoing monitoring of the regulatory 
environment. 

6. Risk management (continued)
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Abbreviation or term Definition

ABS Australian Bureau of Statistics.

ACCC Australian Competition and Consumer 
Commission.

Advocacy Advocacy is a measure of behaviour, capturing 
end users who have recommended the nbnTM 
network to a colleague, friend or family 
member based on their experience. It is 
calculated as percentage of total users 
surveyed. Advocacy is measured over time at 
one, three and six months after installation.

Access Seeker A customer acquiring nbn wholesale services 
with the intention to supply broadband 
services to Service Providers or end users.

Access Technology The technology used by nbn to deliver the 
nbnTM network from the exchange location  
to the network distribution point.

Access Virtual Circuit (AVC) The bandwidth acquired by RSPs which can be 
allocated to end-user premises. The AVC is a 
virtual point to point connection from nbn’s 
network boundary associated with end-user 
premises back to the POI.

Australia’s broadband network The nation-wide wholesale-only access 
network, available on equivalent terms to all 
access seekers, that will be deployed by nbn 
and third parties engaged on behalf of nbn.

Average Revenue Per User (ARPU) Calculations include all telecommunications 
revenue generated including AVC, CVC and 
other products.

Brownfields Pre-existing premises.

Business Process Excellence (BPE) Optimisation of business processes through 
adoption of best practices and frameworks  
to standardise work processes to improve 
business performance and efficiency.

Capital Expenditure (Capex) The cost of purchasing tangible and  
intangible assets.

Complex premises Premises categorised as requiring bespoke 
engagement, cabling or project management. 
These include premises such as offices and 
apartment blocks.

Connectivity Serving Area (CSA) A logical collection of end-user premises 
defined by nbn. Each CSA has approximately 
the same number of end-user premises.

Connectivity Virtual Circuit (CVC) Determines the capacity of an RSP to be able 
to serve each CSA. The CVC is virtual Ethernet 
broadband capacity acquired by an RSP that 
can be allocated by them to their aggregated 
AVCs at a CSA.

Glossary
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Abbreviation or term Definition

Copper Network Telstra’s copper-based customer access 
network, which is used to deliver standard 
voice telephony and broadband services.

Cost per Premises (CPP) An internal nbn management calculation used 
to assess the comparative incremental costs  
of construction of each access technology.

Customer Experience Metric (CEM) The Customer Experience Metric (CEM) is a 
measure of nbn’s Customer (RSP) sentiment  
of working with nbn and is conducted by an 
external independent agency on behalf of nbn. 
The CEM is measured annually on a rating scale 
from 0 to 10.

Customer A customer to nbn is also defined as an Access 
Seeker or a Service Provider. 

Dark Fibre Optical fibre with no active electronics attached.

Data Over Cable Service Interface 
Specification (DOCSIS)

A telecommunications standard that permits 
the addition of high-speed data transfer and 
internet access through HFC infrastructure.

Delivery Partner A third party involved in the build of the nbnTM 
network. A Delivery Partner is a contractor, 
which has a contract with nbn for the delivery  
of a certain amount of work / activities in relation 
to the build and operation of the nbnTM network.

Dimension Based Discounting (DBD) A discount is provided on the CVC unit price  
to RSPs based on purchased CVC capacity per 
AVC. The greater the CVC capacity allocated 
per end user, the greater the discount. 

EBITDA Earnings Before Interest, Taxes, Depreciation 
and Amortisation.

End user Final downstream customer to nbn’s  
Service Providers.

Engagement Score Measure of the total number of engaged 
employees as a percentage of the total number 
of respondents to a bi-annual engagement 
survey. nbn’s engagement surveys are 
undertaken through Aon Hewitt, allowing nbn 
to track progress year on year and benchmark 
itself against Best Employers in the Australia 
and New Zealand region.

Fibre Network nbn’s optical fibre telecommunications 
network that is owned or controlled by nbn  
and which has been accepted into service, 
ready for the provision of commercial (non-
trial) nbnTM network services. 
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Abbreviation or term Definition

Fibre to the Premises (FTTP) Network design in which the Fibre Network  
is deployed to each premises. It involves 
connecting homes and businesses with an 
optical fibre cable which can be used to 
provide a range of high-speed broadband 
services and phone services.

Fibre to the Basement (FTTB) Network design in which the Fibre Network  
is deployed to the basement of a building.

Fibre to the Distribution Point (FTTdp) Network design in which the Fibre Network  
is deployed to a distribution point near  
the premises.

Fibre to the Node (FTTN) Network design in which the Fibre Network is 
deployed to the node (i.e. a VDSL cabinet), 
while copper lines are used for the connection 
between the node and the premises.

Fixed Line (FL) Delivery of voice, data and broadband services 
over a physical line from the exchange location 
to the end-user premises (with termination at 
that premises).

Fixed Wireless (FW) Network design in which network connections 
are provided through radio signals.

FY16(A) Actuals for the financial year ending  
30 June 2016.

Gigabits Per Second (Gbps) A unit of measurement of transmission speeds 
equal to one billion bits per second. X / Y Gbps 
means a maximum downstream speed of X Gbps 
and a maximum upstream speed of Y Gbps.

G.fast A technology similar to DSL for carrying 
broadband signals over copper pairs. It uses 
different signalling method and much higher 
frequency spectrum to deliver potential speeds 
higher than traditional DSL.

Government Reference to the Commonwealth or Cth is used 
interchangeably with Government.

Government Business Enterprise (GBE) Commonwealth entity or wholly-owned 
Commonwealth company as defined by the 
PGPA Act and as prescribed as a GBE under 
the PGPA Rule.

Greenfields A new development that can be either  
New Developments or Infills. Greenfields 
developments represent the growth of  
the premises market.

Health, Safety & Environment (HSE) The activities responsible for establishing  
and maintaining policies regarding employee 
health, safety and environment issues.

Hybrid Fibre Coaxial (HFC) Cable Networks Networks utilising both optical fibre and 
coaxial cable for the delivery of Pay TV, 
internet and voice services.

Glossary (continued)
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Abbreviation or term Definition

Infills A type of Greenfields development where new 
premises or a redevelopment (i.e. demolition 
and rebuild) are planned to be built on 
currently developed land that is surrounded by 
established areas, where Telstra copper 
services are currently available.

Information Technology (IT) Underlying operating and business systems 
and processes providing the platform and flow 
if information through nbn to enable the 
deployment, activation and operation of 
Australia’s broadband network.

Interim Satellite Service (ISS) nbn’s Interim Satellite Service was launched  
on 1 July 2011 to provide access to broadband 
services to people in homes, small businesses 
and indigenous communities in some of the 
most remote areas of Australia. The Interim 
Satellite Service was a temporary measure  
until nbn launched its own Sky MusterTM 
satellite service in 2016.

Internal Rate of Return (IRR) The average annual total return from an 
investment over a specified time period,  
used to measure and compare the profitability 
of the investment.

Lead-in The part of the network from the pit in the 
street to the end-user premises.

Local Network The part of the network from the Fibre 
Distribution Hub down each street.

Megabits Per Second (Mbps) A unit of measurement of transmission speeds 
equal to one million bits per second. X / Y Mbps 
means a maximum downstream speed of X Mbps 
and a maximum upstream speed of Y Mbps.

Multiple-Dwelling Unit (MDU) Premises that contains more than one dwelling 
unit, which can range from duplexes to 200+ 
unit apartment blocks. MDUs come in a variety 
of formats and may include vertical buildings, 
horizontal buildings, gated communities, 
business parks, etc.

nbn nbn co limited.

Network-to-Network Interface (NNI) The port at nbn’s Point of Interconnection 
(POI) where Access Seekers connect their 
internet transmission backhaul.

New Developments (Greenfields Estates) A New Development is defined as an estate 
that complies with the New Development 
Policy statements released by the Government. 
New Developments includes commercial, 
industrial and residential estates comprising of 
more than 100 lots with development approval 
to be released within a 3 year period located in 
nbn’s long-term Fibre Footprint. For the role of 
nbn with regards to Greenfields developments, 
refer to the appropriate policy as befitting  
the circumstance. 
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Abbreviation or term Definition

Next Generation Passive Optical Network 
(NG-PON)

A telecommunications network standard capable 
of increasing speeds over the fibre cables. 

Operating Expenditure (Opex) The ongoing cost of running a business, system 
or product, including payments under lease 
agreements. For the purpose of the Corporate 
Plan, Operating Expenditure includes all 
nominal payments, such as nominal payments 
under finance lease agreements. This nominal 
view of costs incurred may differ from the 
accounting treatment under statutory 
accounting rules.

Overall Satisfaction Overall Satisfaction measures how satisfied 
users are overall with their experiences with 
the nbnTM network on a scale from 0 to 10, 
where 10 is extremely satisfied and 0 extremely 
dissatisfied. It considers all the experiences 
including the installation, any support 
experiences and the performance of the 
product when online. Overall Satisfaction  
is measured over time at one, three and six 
months after installation.

Point of Interconnect (POI) The connection point that allows RSPs and 
WSPs to connect to the nbnTM network access 
capability. In the field, this is the physical port 
on the Ethernet Fanout Switch (EFS) switch 
located at nbnTM network’s POI, where an 
Access Seeker connects to establish exchange 
of traffic with nbnTM’s network.

Premises Premises are defined as addressable locations 
which nbn is required to connect and are 
included at Attachment A – premises 
Definition, of the December 2010 Statement of 
Expectations. The Statement of Expectations 
refers to this definition as the basis for 
measuring nbn's achievement of the 
Government's coverage objectives.

Premises Activated Refers to premises which have an active service 
installed. Premises are activated after receiving 
and provisioning a service order from a Retail 
Service Provider (Service Provider) to install  
a new service at the premises.

Premises Covered Premises Covered refers to Fixed Wireless  
and Satellite areas where premises have Fixed 
Wireless or Satellite coverage and can access a 
service via nbn’s Service Providers, but where 
no physical infrastructure passes the premises.

Product Development Forum See http://www.nbnco.com.au/industry/
service-providers/industry-consultation/
product-development-forum.html 

Ready for Service (RFS) A Rollout Region is Ready for Service when 
nbn is ready to begin connecting premises  
in that Rollout Region to the nbnTM network, 
which is when the nbnTM network has passed at 
least 90 per cent of the premises in the nbnTM 
network fibre footprint in that Rollout Region. 

Glossary (continued)
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Abbreviation or term Definition

Retail Service Provider (RSP) A third party provider of retail broadband 
services to end users.

Rollout Region A region served by the nbnTM network.

Service Delivery Providers (SDPs) A third party that provides services and supports 
nbn in the planning, design, construction, 
activation and assurance associated with the 
deployment and operation of the network as well 
as other enabling functions including IT.

Service Providers A third party provider of broadband services 
whether to end users and/or Retail  
Service Providers.

Sky MusterTM satellite service nbn satellite service which provides  
broadband services to Australians in 
predominantly rural locations.

Special Access Undertaking (SAU) A document that sets out the 30-year regulatory 
framework via which nbn plans to set price and 
non-price terms to recover rollout costs, subject 
to the oversight of the Australian Competition 
and Consumer Commission (ACCC).

Statement of Expectations (SoE) Letter to nbn from its Shareholder Ministers 
dated 08 April 2014. See: http://www.nbnco.
com.au/content/dam/nbnco2/documents/
soe-shareholder-minister-letter.pdf

Telstra Definitive Agreements or Telstra DAs The suite of agreements entered into between 
nbn and Telstra on 23 June 2011 and which are 
described in the release issued by Telstra to  
the ASX on that day.

User Network Interface (UNI) The physical port on the nbnTM Network 
Termination Device (NTD) at the end-user 
premises which connects the end user’s 
residential gateway or Ethernet enabled device 
to the nbnTM network which could be either a 
UNI-D (User Network Interface – Data) or 
UNI-V (User Network Interface – Voice).

VDSL Very-High-Bit-Rate Digital Subscriber Line.

Voluntary Turnover Measure of the employees who left the 
organisation voluntarily as a percentage of 
average headcount over the reporting period.

Wholesale Service Provider (WSP) A provider of wholesale services to Service 
Providers.
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