
































































http://www.accc.gov.au/content/index.phtml/itemId/853523












http://www.itif.org/files/2009-needforspeed.pdf


































































































































http://go.bigpond.com/broadband/19-plan/
http://personal.optus.com.au/web/ocaportal.portal?_nfpb=true&_pageLabel=Template_woRHS&FP=/personal/bundles/broadbandhomephone&site=personal
http://personal.optus.com.au/web/ocaportal.portal?_nfpb=true&_pageLabel=Template_woRHS&FP=/personal/bundles/broadbandhomephone&site=personal
























  NBN Co. Ltd. 

Corporate Plan 2011 - 2013 116 15 December 2010 

Exhibit 9.10: Calculating Take-Up of Basic Services at FY2025 

Source: NBN Co 

Note: Wireless-only premises percentage is based on total premises (homes, businesses, unoccupied premises). 

9.4.1 Empty / No Service Homes 

The number of occupied residential and business premises used in the Revenue Plan is based on ABS 

statistics. When reconciling to total Geocoded National Address File (GNAF) premises, this implies a 

vacancy rate of approximately 12.4% for both residential and business premises. 

The majority of empty/no service premises are structural in nature, as such it is not likely that price 

would be a significant factor in whether or not they elect to take a broadband service. 

9.4.2 Wireless-Only Homes (Residential Market) 

Wireless-only homes is a relatively recent trend in the residential market; NBN Co estimates that the 

business market has and will remain immune to complete wireless-only substitution, given the 

importance especially of fixed line voice communications for a business End-User. 

Wireless is the fastest growing segment of the residential broadband market in Australia, driven by a 

combination of technical upgrades and strong price competition pulling consumers. 

According to Roy Morgan data, 13% of households (residential market, excluding business market) 

were wireless-only premises as at FY2010 (12% in FY2009), which NBN forecasts to grow to 15% of 

residential homes by FY2015, 16.3% by FY2025 and 16.4% by FY2040, based on a slowing growth 

rate, but still supported by wireless data speed increases and price reductions. 

International data suggest a range of up to 15% Wireless-only homes on comparable terms 

(residential market). In addition to international benchmarks, NBN Co has commissioned Ovum to 
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prepare a detailed comparison of international and Australian market trends in order to support the 

revenue assumptions. 

Outcomes from this survey suggest that: 

 Current numbers of wireless-only homes appear to include 4% of households (residential 

market) not subscribing to fixed voice services, but keeping a fixed broadband service on their 

fixed line (‘naked’ broadband); and 

 In a most likely scenario, wireless-only homes would trend to 15.6% in 2020 (residential 

market).30 

The Revenue Plan assumes wireless-only homes increase to 16.3% by FY2025 and 16.4% by FY2040 

of the residential market (equivalent to approximately 13% of total premises, including businesses31 

in FY2025 and FY2040). 

9.4.3 Third Party Fibre Premises 

The building of the NBN will not prevent third parties from building or upgrading their own fibre 

networks. 

Given the economies of scale that will be achieved by the NBN, and the likelihood of overbuild, it is 

considered unlikely that existing or new competitors will deploy alternative significant fibre 

networks on a broad scale. The Base Case assumes approximately 4.6% of premises (0.6 million) will 

be served by non-NBN networks at FY2025. 

  

                                                           

30 Ovum, Wireless-Only Homes Report, October 2010. 
31 Businesses defined as any business excluding Small Offices Home Offices (SOHOs) operating from a residential premise. 
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9.5 Residential and Business Markets 

Because of their different requirements and price points, the residential and business sectors are 

dealt with separately. This section provides indicative splits between residential and business market 

revenues and the associated ARPU breakdowns. As illustrated by Exhibit 9.11 the residential market 

is by far the larger, with residential GPON revenue contributing 76% of FTTP revenues in FY2025. 

 

Exhibit 9.11: Fibre Revenue for Business, Residential and Other Products ($ Million) (Nominal Dollars) 

Source: NBN Co 

9.5.1 Residential Market 

The residential market will be dominated in the early years by a mass of basic service users, with 

52% of residential End-Users expected to be on the 12/1Mbps service in FY2012.  

Despite the movement of residential consumers up the speed curve shown in Exhibit 9.12, the 

growth in AVC (PIR) ARPU is relatively modest. This reflects the small price differential between AVC 

tiers, and the decline in prices for the higher tiers. However, the consequence of more End-Users 

moving to higher speed tiers is reflected in the significant rise in the contribution of the CVC to 

overall ARPU, as increased speed drives increased usage. 

Exhibit 9.12: Residential Fibre Subscriber Split by AVC Speed Tiers 

Source: NBN Co 
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The Revenue Plan assumes no AVC (CIR) revenues in the residential market. However, there is an 

expected increase in the uptake of IPTV that will lead to a modest increase in Multicast revenues 

over time.  

The contribution of NNI charges to overall revenues is negligible. 

9.5.2 Business Market 

The Business segment is expected to be the primary user of the AVC (CIR) products, as businesses 

require the guaranteed performance and quality of service that are only provided through 

committed information rates. By FY2025 CIR products are expected to account for 51% of Business 

restated fibre GPON ARPU (59% by FY2040), this is a good reflection of the value of the network to 

End-Users and ensures NBN Co is charging appropriately for the part of the network which is likely to 

be the scarcest resource. 

Conversely, as shown in Exhibit 9.13, the bulk of business users are expected to be less concerned 

with PIR rates, and therefore the growth in AVC (PIR) ARPU is less than for residential consumers. 

Exhibit 9.13: Business Fibre Subscriber Split by AVC Speed Tiers 

Source: NBN Co 

The contributions of Multicast and NNI to ARPU are both very small for business users. 
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9.6 Benchmarking Speed and Usage Growth 

9.6.1 Usage and Speed Statistics 

The purpose of this section is to document a number of domestic and international statistics 

outlining the historical and forecast data download usage and speed characteristics of subscribers 

and the broadband speed requirements for different applications. 

The data presented has been published in the public domain by government authorities, public 

companies or research organisations. 

Actual Broadband Data Usage 

Australia and Hong Kong are two countries with periodical data usage reporting from the Australian 

Bureau of Statistics (ABS) and the Office of the Telecommunication Authority Hong Kong (OFTA), 

respectively. 

Australia Broadband Data Usage 

Data for Australian usage was sourced from the ABS report Internet Activity Australia Cat 8153.0, 

June 2010. Australian data usage (fixed and wireless) has increased steadily overtime, with the latest 

reported average user GB/mth over the last half year increasing 11.3% from 5.3GB to 5.9GB. 

Average user data usage increased 30.8% over the last twelve months as illustrated in Exhibit 9.14 

and Exhibit 9.15. 

Exhibit 9.14: Australian Average Data Usage Per User, Historical Profile 

 
Source: ABS, 8153.0 Internet Activity Australia – June 2010 

The increase in data usage has been supported by a continuing increase in available higher speeds as 

End-Users increasingly upgrade to ADSL2+ services, which became available in 2006. 

The ABS has only recently commenced reporting separate statistics of Wireless and Fixed 

Subscribers Usage, with data only available for the quarters of December 2009 and June 2010 as 

shown on Exhibit 9.15. 
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Exhibit 9.15: Australian Data Usage June 201032 

 
Sep-06 Dec-07 Dec-08 Dec-09 Jun-10 

Fixed Broadband Subscribers 
   

5,007 5,167 

Wireless Broadband Subscribers 
   

3,052 3,601 

Total Subscribers (000') 3,900 5,024 6,667 8,059 8,768 

  
     Fixed Broadband Download 
   

37,803 47,391 

Wireless Broadband Download 
   

4,750 4,443 

Download /month (TB) 11,310 18,764 27,117 42,554 51,834 

Per User Average 
     Fixed Download GB/mth 
   

7.6 9.2 

Wireless Download GB/mth 
   

1.6 1.2 

Total Download GB/mth 2.9 3.7 4.1 5.3 5.9 
Source: ABS Internet Activity Australia – June 2010 

Due to data quality errors, the ABS in its June 2010 results, restated the December 2009 wireless 

numbers. Consequently, when comparing usage data at a Fixed and Wireless level, Wireless 

download data per user showed a decrease from 1.6GB/mth to 1.2GB/mth between the December 

2009 and June 2010 period. 

Fixed Broadband usage per user over the same period increased 21.4% from 7.6GB/mth to 

9.2GB/mth, an annualised rate of 43%. 

Hong Kong Data Usage 

Data for Hong Kong usage was sourced from OFTA. OFTA publishes separate reports for broadband 

data usage and for the total number of broadband subscribers. NBN Co has used both these reports 

to calculate an estimated GB/mth. 

OFTA defines Broadband as the “capacity to transmit data at the rate of 1.5Mbps or above using 

family of Digital Subscriber Line (xDSL), Local Multipoint Distribution Services (LMDS), Fibre-To-The-

Building (FTTB), cable modem or other technologies”, as illustrated in Exhibit 9.16. 

  

                                                           

32 Internet Activity, Australia, Jun 2010  http://www.abs.gov.au/ausstats/abs@.nsf/mf/8153.0/ 

http://www.abs.gov.au/ausstats/abs@.nsf/mf/8153.0/
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Exhibit 9.16: Hong Kong Broadband Internet Traffic (TB)33 

 

Source: OFTA – Office of the Telecommunication Authority Hong Kong 

Yearly broadband usage growth in Hong Kong has matured to circa 5% over the last two years, 

compared to the explosive growth in early years of circa 165%, as fibre and IPTV services were 

launched into the market. 

Exhibit 9.17: Hong Kong Broadband Internet Traffic – Historical Profile34 

 
Source: OFTA – Office of the Telecommunication Authority Hong Kong 

  

                                                           

33 OFTA, Statistics of Internet Traffic Volume,  http://www.ofta.gov.hk/en/tele-lic/operator-licensees/opr-isp/s2.html 
34 OFTA, Statistics of Internet Traffic Volume,  http://www.ofta.gov.hk/en/tele-lic/operator-licensees/opr-isp/s2.html 
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Month January February March April May June July August September October November December

2010 128,943 119,216 129,489 125,274 130,578 135,235 141,102 144,774 145,479 - - -

2009 117,763 106,559 116,798 116,824 121,778 122,666 126,397 124,455 116,654 121,201 118,472 126,124

2008 105,900 97,171 107,869 104,490 108,974 109,021 111,514 110,961 103,544 107,682 108,786 113,168

2007 90,344 87,196 97,515 98,397 101,310 102,909 105,923 110,801 99,246 102,632 97,253 103,075

2006 74,966 67,244 75,790 76,824 79,950 82,179 87,844 88,589 82,480 84,945 85,349 88,094

2005 41,901 41,822 51,758 52,077 50,915 54,519 58,300 62,568 62,143 65,914 63,217 68,903

2004 19,130 18,841 22,782 25,932 28,639 29,422 30,343 34,101 35,080 39,147 40,321 44,970

2003 3,893 3,547 4,782 6,438 7,702 8,725 10,708 11,918 12,536 14,369 14,953 17,145

2002 1,422 1,399 1,588 1,698 1,873 1,936 2,190 2,465 2,627 3,010 3,213 3,492

2001 198 346 459 539 543 760 866 969 1,017 1,068 1,119 1,318

2000 - - - - - - - - - - 203 161

http://www.ofta.gov.hk/en/tele-lic/operator-licensees/opr-isp/s2.html
http://www.ofta.gov.hk/en/tele-lic/operator-licensees/opr-isp/s2.html
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Exhibit 9.18: Hong Kong Broadband Internet GB/User – Historical Profile35 

 
Source: OFTA – Office of the Telecommunication Authority Hong Kong, NBN Co Calculations. 

Note: Subs and GB/Month growth rates are based on YTD to August-10 and not FY10. Estimated annualised FY10 growth rates are circa 5% 

Subs and 15% GB/Month respectively. 

Hong Kong reported a calculated average 68.7GB/mth per user being downloaded as at August 

2010. 

Exhibit 9.19: Hong Kong Broadband Internet GB/User – Historical Profile36 

 
Source: OFTA – Office of the Telecommunication Authority Hong Kong 

While subscriber growth has slowed to 4% for the year to June 2010, data usage continues to grow 

at 11% for the eight months to August 2010. The latest data usage reported by OFTA is 7 times 

higher than the Australian data usage reported by the ABS for the period to June 2010. 

  

                                                           

35 OFTA http://www.ofta.gov.hk/en/datastat/eng_cus_isp.pdf 
36 OFTA http://www.ofta.gov.hk/en/datastat/eng_cus_isp.pdf 
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Dec-03 1,230,607         17,145 13.9                 24% 295%

Dec-04 1,484,486         44,970 30.3                 21% 117%

Dec-05 1,648,409         68,903 41.8                 11% 38%
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Dec-08 1,921,258         113,168 58.9                 4% 6%
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Usage and Speed Forecasts 

Cisco Visual Network Index which is published yearly is the only external source providing data usage 

forecasts beyond a 12 month period. The published forecast is for a 5-year period to 2014. 

Global Usage – Cisco Forecasts 

The Cisco® Visual Networking Index (VNI) forecast is an ongoing initiative to track and forecast the 

impact of visual networking applications. For a more analytical look at the implications of the data 

presented below, refer to the document titled: "Hyperconnectivity and the Approaching Zettabyte 

Era.”37 

Overview of VNI Methodology: 

The Cisco Visual Networking Index Forecast methodology rests on a foundation of analyst 

projections for Internet users, broadband connections, video subscribers, mobile connections, and 

Internet application adoption. Analyst forecasts come from SNL Kagan, Ovum, Informa Telecoms & 

Media, Infonetics, IDC, Frost & Sullivan, Gartner, ABI, AMI, Screen Digest, Parks Associates, Yankee 

Group, Dell'Oro Group, Synergy, comScore, Nielsen, and others. Upon this foundation are layered 

Cisco's own estimates for application adoption, minutes of use, and kilobytes per minute. The 

adoption, usage, and bitrate assumptions are tied to fundamental enablers such as broadband speed 

and computing speed.  

Although not GB/user specific, Cisco VNI Usage Forecasts support the overall growth in data traffic 

being experienced globally.  

Cisco noted that the average broadband connection generates 11.4 gigabytes of Internet traffic per 

month, or 375 megabytes per day.38 

Exhibit 9.20 illustrates Cisco’s global IP traffic forecasts beyond 2009, which stood at 15 exabytes per 

month, and more than quadruples by 2014, to approach 64 exabytes per month. Consumer IP traffic 

will exceed 56 exabytes per month and business IP traffic will approach 8 exabytes per month. More 

detailed forecasts can be found on the Cisco VNI site.39 

  

                                                           

37 Hyperconnectivity and the Approaching Zettabyte Era, 
http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/VNI_Hyperconnectivity_WP.html 
38 Cisco VNI Forecast  2010 http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/white_paper_c11-
481360_ns827_Networking_Solutions_White_Paper.html 
39 Cisco VNI Forecast  2010 http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/white_paper_c11-
481360_ns827_Networking_Solutions_White_Paper.html 

http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/VNI_Hyperconnectivity_WP.html
http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/VNI_Hyperconnectivity_WP.html
http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/VNI_Hyperconnectivity_WP.html
http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/white_paper_c11-481360_ns827_Networking_Solutions_White_Paper.html
http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/white_paper_c11-481360_ns827_Networking_Solutions_White_Paper.html
http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/white_paper_c11-481360_ns827_Networking_Solutions_White_Paper.html
http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/white_paper_c11-481360_ns827_Networking_Solutions_White_Paper.html
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Exhibit 9.20: Global IP Traffic, 2009-2014 

IP Traffic, 2009-2014 

  2009 2010 2011 2012 2013 2014 CAGR 
2009-2014 

By Type (PB per Month) 

Internet 10,942 15,205 21,181 28,232 36,709 47,176 34% 

Managed IP 3,652 4,963 6,771 8,851 11,078 13,199 29% 

Mobile Data 91 228 538 1,158 2,132 3,528 108% 

By Segment (PB per Month) 

Consumer 11,602 16,534 23,750 32,545 43,117 55,801 37% 

Business 3,083 3,862 4,740 5,697 6,801 8,103 21% 

By Geography (PB per Month) 

North America 5,115 7,091 10,051 12,988 16,136 19,019 30% 

Western Europe 3,495 4,818 6,712 9,261 12,417 16,158 36% 

Asia Pacific 3,920 5,367 7,295 9,815 12,985 17,421 35% 

Japan 1,068 1,539 2,149 2,855 3,591 4,300 32% 

Latin America 438 680 1,026 1,527 2,274 3,479 51% 

Central Eastern Europe 493 678 938 1,306 1,815 2,510 38% 

Middle East and Africa 157 223 319 490 700 1,018 45% 

Total (PB per Month) 

Total IP traffic 14,686 20,396 28,491 38,242 49,919 63,904 34% 

Source: Cisco VNI, 2010 
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Global Speed Forecast – Alcatel Historical Profile and Forecast 

NBN Co has been unable to source independent global or Australian speed forecasts but has 

referenced data released by Alcatel-Lucent which has published market expectations of Downstream 

bit rates as illustrated in Exhibit 9.21. 

Exhibit 9.21: Speed Historical Profile and Market Expectations according to Alcatel-Lucent40 

Market Expectations according to Alcatel-Lucent 

 
Source: Alcatel-Lucent 

  

                                                           

40 Alcatel, September 2009, University of NSW Presentation 2009, “The National Broadband Network, It’s much more than Fast Internet” 
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9.6.2 NBN Co Projections 

NBN Co Data Usage Projections 

Exhibit 9.22 illustrates the projections of average user data usage (GB/mth) during the forecast 

period. Data usage for Option A1 and Option A2 have been compared to the growth predicted by the 

latest Cisco VNI index as described in Exhibit 9.20. 

Exhibit 9.22: Data Usage Option A (1) and Option A (2) Projections41 

 
Source: ABS, 8153.0 Internet Activity Australia for period pre – FY10, NBN Co Option A (1) & Option A (2) Projections, Cisco VNI Index 

2009-2014, OFTA. 

Projections of data usage have been built from the ground up and factor in the relatively strong 

relationship between increasing access speeds and usage (see Exhibit 9.22). The starting point has 

been to take the historic average per user usage level as reported by the ABS (9.2GB/mth) in FY2009 

allowing for uploads & downloads and the long-term growth trends seen in the Australian and 

international markets (Cisco VNI forecasts). This underlying growth has been adjusted to reflect the 

large step change in speeds available to End-Users coming onto NBN fibre, and an adjustment has 

been factored in over approximately ten years to reflect the gradual development and adoption of 

applications that can fully utilise the increased bandwidth. 

The conservative approach that has been taken with regard to long-term data usage growth, factors 

in considerations including saturation of usage, slowing growth in online hours and increasing 

delivery of content on multicast applications. This sees growth fall to ~8% p.a. from FY2030, which is 

below the baseline increase in access speeds forecast. 

NBN Co has also referenced usage CAGR projections against a number of independent sources: 

1. Historic ABS data, showing a 36% p.a. CAGR from 2000 – 2010;42 

                                                           

41 Internet Activity, Australia, Jun 2010  http://www.abs.gov.au/ausstats/abs@.nsf/mf/8153.0/ 
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2. Cisco international forecasts for internet traffic to increase at 34% CAGR from 2009 – 2014;43 

3. Minnesota Internet Traffic Studies (MINTS) reported increases in Internet traffic at CAGR of 

40-50% 44 as at November 2009; and 

4. Hong Kong broadband internet traffic growth reported by OFTA of 68% CAGR from 2001 – 

2010, or 43% on a per broadband customer basis.45 

NBN Co Speed Projections 

Exhibit 9.23 illustrates the projections of average subscriber speed purchased (Mbps) during the 

forecast period. The market expectations presented in the previous Alcatel-Lucent diagram (Exhibit 

9.21) have been superimposed over NBN Co’s Option A1 and A2 projections in Exhibit 9.23. This 

presentation illustrates NBN’s conservative expectation that the growth in demand for speeds will 

be considerably lower than the extrapolation of increasing speeds implied by the history of internet 

access technologies. 

Exhibit 9.23: Average Speed Option A (1) and Option A (2) Projections46 

Source: ABS, 8153.0 Internet Activity Australia for period pre – FY10, NBN Co Option A (1) & Option A (2) Projections, Approximation of 

Alcatel’s Market Expectations (per Exhibit 9.21) 

As illustrated above, increasing average speeds are significant for driving up usage, ARPU and 

therefore revenue. Exhibit 9.24 shows the expected mix of speed tiers over time, with the average 

                                                                                                                                                                                     

42 Internet Activity, Australia, Jun 2010  http://www.abs.gov.au/ausstats/abs@.nsf/mf/8153.0/ 
43 Hyperconnectivity and the Approaching Zettabyte Era, 
http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/VNI_Hyperconnectivity_WP.html 
  Cisco VNI Forecast  2010 http://www.cisco.com/en/US/solutions/collateral/ns341/ns525/ns537/ns705/ns827/white_paper_c11-
481360_ns827_Networking_Solutions_White_Paper.html 
44 Minnesota Internet Traffic Studies http://www.dtc.umn.edu/mints/references.html 
45 OFTA, Statistics of Internet Traffic Volume,  http://www.ofta.gov.hk/en/tele-lic/operator-licensees/opr-isp/s2.html 
46 Internet Activity, Australia, Jun 2010  http://www.abs.gov.au/ausstats/abs@.nsf/mf/8153.0/ 
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speed per user growing from approximately 32Mbps in FY2012 to approximately 162Mbps by 

FY2025. 

Exhibit 9.24: Overall Fibre Subscriber Split by AVC Speed Tiers and Average Speed 

Source: NBN Co 

9.6.3 Broadband Speed Requirements - Use Cases & Applications 

NBN Co Broadband Use Cases 

Development of applications and layer 3 services that will encourage the need for speed and a 

higher usage of the Internet by End-Users is outside NBN Co’s remit of activities; however, these will 

be major drivers for End-User up-selling and the future usage of the NBN. 

NBN Co has adapted 4 broadband-use cases initially developed by the FCC47 and comScore.48 

The broadband-use cases identified are based on usage characteristics and speed demands: 

 Utility 

o Consumption of basic Internet news, email communications and basic entertainment 

 Social Media 

o Consumption of video and communicate via social media and access news and 

entertainment in rich format 

 Full Media 

o Heavy consumption of high quality voice, video, data and graphics but not in the most 

cutting edge forms 

 Advanced 

o Cutting edge use of voice, data, video and graphics using the latest equipment available 

in the marketplace 

                                                           

47 FCC, Broadband Performance, http://www.fcc.gov/Daily_Releases/Daily_Business/2010/db0813/DOC-300902A1.pdf 
48 comScore is a market research tracking Internet usage and behaviour, http://comscore.com 
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Members of each profiles access different mix of applications, each with different speed 

requirements.  

The concurrent use of multiple applications make-up the future speed estimates and demand in 

forthcoming years as illustrated in Exhibit 9.25. 

Exhibit 9.25: Broadband Use Cases49 

 
Source: NBN Co adapted from FCC, OBI Technical Paper No4 and September Meeting Commission 2009, ITIF, CSMG 

The US Fibre-To-The-Home (FTTH) council commissioned a study performed by the 

telecommunications strategy consulting firm CSMG, on future applications that all-fibre networks 

will make possible and their value. The study was submitted to the Federal Communications 

Commission by the Council as it considers a National Broadband Plan. 

Applications requiring very high-speed broadband are emerging today. Exhibit 9.26 illustrates the 

range of speeds that will be required for applications over time as reported by CSMG. 

  

                                                           

49 FCC, Broadband Performance, http://www.fcc.gov/Daily_Releases/Daily_Business/2010/db0813/DOC-300902A1.pdf; FCC September 
Commission Meeting 2009, http://reboot.fcc.gov/open-meetings/2009/september; Information Technology & Innovation Foundation,  
ITIF, http://www.itif.org/files/2009-needforspeed.pdf 

http://www.fcc.gov/Daily_Releases/Daily_Business/2010/db0813/DOC-300902A1.pdf
http://reboot.fcc.gov/open-meetings/2009/september
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Exhibit 9.26: Broadband Speed Requirements Vary for Different Applications50 

 
Source: Cambridge Strategic Management Group (CSMG) commissioned by US FTTH Council, Information Technology & Innovation 

Foundation ITIF 

9.7 Wireless and Satellite Revenues 

The uptake levels for Wireless and Satellite services were forecast in parallel with the evaluation of 

the footprint boundaries of wireless and satellite deployment in the ‘Last 7%’. The modelling of 

satellite and wireless take-up has been carried out from a top-down perspective, with analysis 

undertaken for each incremental percentage (1%) of coverage. The steps involved were as follows: 

1. Estimation of broadband penetration for Wireless and Satellite: The national fixed broadband 

penetration rate was 62% in June 2009. The lag in penetration rates in regional Australia is 

attributed to the lack of infrastructure and lack of competition. Based on the number of satellite 

services in the market and the reach of Telstra’s NextG network, NBN Co has estimated a 

penetration rate of less than 40% in the ‘Last 7%’ of the market. The Revenue Plan assumes there 

will be convergence with national rates over time as the availability of quality, ‘real’ broadband 

services is improved.  

2. Evaluation of relative competitiveness of available products. NBN Co’s wireless and satellite 

services will be competing with other infrastructures (e.g. Telstra’s NextG and other wireless and 

copper services). NBN has evaluated the competitive landscape in each percentile of the ‘Last 

7%’ to determine likely take-up of NBN wireless and satellite services. 

Based on the above evaluation, take up of wireless services is expected to grow to 139,000 premises 

by FY2025, and of satellite services to 120,000 by FY2025. 

                                                           

50 CSMG for FTTH Council, http://www.ftthcouncil.org/node/723; Information Technology & Innovation Foundation,  ITIF, 
http://www.itif.org/files/2009-needforspeed.pdf 

http://www.ftthcouncil.org/node/723
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ARPU for wireless and for satellite services are assumed to be the same, and have been set as equal 

to the FTTP entry level price over time.  

The revenue from take up of NBN’s Wireless and Satellite products as shown in Exhibit 9.27.  

Exhibit 9.27: Satellite and Wireless Revenue ($ Million) (Nominal Dollars) 

Source: NBN Co 

9.8 Risks of the Revenue Forecasts 

9.8.1 Level of Demand in Speed and Usage 

Based on recent historic trends, as well as short-term predictions from external parties, future 

increases in speed and usage will justify the costs invested in the NBN. 

These levels of End-Users’ demand are projected to drive NBN Co’s revenues over time. 

However, although assumptions of speed and usage forecasts appear relatively conservative, the 

level of demand projected in the revenue forecast may prove to be overstated and therefore be a 

substantial risk of the Corporate Plan. There is no guarantee that these historic trends will continue 

in the future. In fact, there are only a few countries, regulators, institutes and companies that give 

substantiated predictions of speed and usage and typically, these data sets are based on very short 

timeframes and limited information. 

If the rate at which End-Users are willing to consume bandwidth-hungry products and applications 

slows down over time, and / or End-Users stop moving through tiers because of price and speed 

inertia, then there is a risk that the growth in speed and usage will plateau after a number of years. 

This would limit opportunities to grow ARPU in real terms other than by price increases at that time. 

Under these circumstances, speed and usage growth would not be sufficient to generate sufficient 

real ARPU growth in order to deliver the expected returns. 

As mitigation, NBN Co has the flexibility to regularly monitor, and adjust accordingly, the rate at 

which nominal prices are reduced in order to maintain the revenues in case of lower volumes of 

demand. 
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10 FINANCIAL FORECASTS 
Exhibit 10.1: Key Financial Performance Indicators (Nominal Dollars) 

Source: NBN Co 

The 30-year extended timeframe has been used in the Base Case because of the long-term nature of 

the assets in which NBN Co is investing and the long payback period associated with a major 

infrastructure project of this magnitude. 

The majority of the graphs and tables in this section cover the period from FY2011 to FY2028. This 

approach has been adopted in order that the financials for the period of the three year Corporate 

Plan can be seen in the wider context of the entire NBN project. The following years are highlighted 

in order to assist in evaluating the financial forecasts: 

 FY2011 – 2013  Period covered by the Corporate Plan; 

 FY2021  End of main network construction; 

 FY2023  Beginning of the Established Network Operations Phase; 

 FY2028  Long term steady state; and 

 FY2040  End of 30-year business model. 

Exhibit 10.2: Critical Dates in Financial Forecasts 

Source: NBN Co 

Note: Total Construction Period indicates July 2011 to December 2020. 

Key Performance Indicators

IRR

Payback Year

Total Capex (to end of Construction Period)

Connection Capex (to end of Construction Period)

Revenue (to end of Construction Period)

Opex (to end of Construction Period)

Peak Funding

Minimum Government Equity

EBITDA Positive
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Levered Free Cash Flow Positive

FY2018

FY2020

FY2021

FY2022
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$20.8 bn
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Summary Financials

June YE

Total

(Construction 

Period)

Total

(FY2011 to 

FY2021) FY2011     FY2012     FY2013     FY2014     FY2015     FY2016     FY2017     FY2018     FY2019     FY2020     FY2021     FY2023     FY2025     FY2028     FY2040     

Total Premises Passed - Fibre ('000s) 12,107           12,202           58            316          1,268       2,711       4,173       5,647       7,116       8,564       9,989       11,403     12,202     12,568     12,931     13,467     15,435     

Total Connected - Fibre ('000s) 7,971             8,320             35            137          511          1,589       2,616       3,679       4,712       5,708       6,672       7,623       8,320       8,780       9,052       9,454       10,930     

Premises Covered - Satellite & Wireless ('000s) 968                974                165          179          447          545          770          813          858          904          950          962          974          998          1,021       1,055       1,181       

Total Connected - Satellite & Wireless ('000s) 226                229                0              13            55            102          151          165          181          198          215          222          229          244          259          283          373          

Total Connected ('000s) 8,197             8,549             35            150          566          1,691       2,767       3,845       4,893       5,905       6,887       7,845       8,549       9,024       9,311       9,736       11,303     

Period covered by Corporate Plan

End Construction (Dec 2020)

Steady State

Established Network Operations
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10.1 Summary Financial Forecasts 

Exhibit 10.1 sets out some of the key financial indicators for NBN Co, including the project Internal 

Rate of Return (IRR). It should be noted that the projected IRR of 7.04% is above the current 5 year 

Government bond rate of approximately 5.38% (November 2010) and the last twelve months 

average of 5.36%.51 

Exhibit 10.3: Summary Financials (Nominal Dollars) 

Source: NBN Co 

10.2 Deployment Profile 

The Plan assumes that 13.2 million premises will be passed or covered by NBN Co by the end of 

FY2021 (100% of premises across all platforms). By the end of FY2013, NBN Co forecasts passing or 

covering 1.7 million premises, of which 1.3 million will be with Fibre. 

Exhibit 10.4: Premises Passed and Connected by FY2021 

Source: NBN Co 

  

                                                           

51 Reserve Bank of Australia, F2 Statistics, Capital Market Yields - Government Bonds, accessed 13 December 2010. 

Summary Financials

June YE

Total

(Construction 

Period)

Total

(FY2011 to 

FY2021) FY2011     FY2012     FY2013     FY2014     FY2015     FY2016     FY2017     FY2018     FY2019     FY2020     FY2021     FY2023     FY2025     FY2028     FY2040     

Total Premises Passed - Fibre ('000s) 12,107           12,202           58            316          1,268       2,711       4,173       5,647       7,116       8,564       9,989       11,403     12,202     12,568     12,931     13,467     15,435     

Total Connected - Fibre ('000s) 7,971             8,320             35            137          511          1,589       2,616       3,679       4,712       5,708       6,672       7,623       8,320       8,780       9,052       9,454       10,930     

Premises Covered - Satellite & Wireless ('000s) 968                974                165          179          447          545          770          813          858          904          950          962          974          998          1,021       1,055       1,181       

Total Connected - Satellite & Wireless ('000s) 226                229                0              13            55            102          151          165          181          198          215          222          229          244          259          283          373          

Total Connected ('000s) 8,197             8,549             35            150          566          1,691       2,767       3,845       4,893       5,905       6,887       7,845       8,549       9,024       9,311       9,736       11,303     

Revenue 20,780           23,660           3              42            160          509          1,075       1,706       2,388       3,130       3,972       4,914       5,760       6,788       7,571       8,769       14,002     

Operating Expenses (Opex) (21,820)          (23,151)          (309)         (529)         (1,152)      (2,358)      (2,436)      (2,608)      (2,652)      (2,717)      (2,803)      (2,924)      (2,662)      (1,914)      (1,985)      (2,123)      (2,936)      

EBITDA (1,040)            510                (306)         (486)         (993)         (1,849)      (1,361)      (902)         (263)         413          1,168       1,990       3,098       4,874       5,586       6,647       11,066     

EBITDA Margin (5)% 2% NM NM NM (363)% (127)% (53)% (11)% 13% 29% 40% 54% 72% 74% 76% 79%

EBIT (12,397)          (11,875)          (364)         (697)         (1,430)      (2,584)      (2,342)      (2,101)      (1,671)      (1,178)      (600)         48            1,045       2,797       3,451       4,418       8,466       

Interest (2,703)            (3,202)            8              4              4              4              (57)           (165)         (257)         (377)         (579)         (790)         (997)         (886)         (889)         (895)         909          

EBT (15,100)          (15,077)          (355)         (693)         (1,426)      (2,580)      (2,399)      (2,266)      (1,928)      (1,556)      (1,179)      (742)         47            1,911       2,561       3,524       9,375       

Capital Expenditure (Capex) (35,939)          (37,280)          (1,561)      (2,023)      (3,451)      (4,905)      (3,833)      (3,639)      (3,739)      (3,787)      (3,832)      (3,828)      (2,683)      (1,902)      (1,772)      (1,807)      (3,817)      

Working Capital (13)                 (100)               131          48            150          170          (132)         (57)           (47)           (54)           (62)           (72)           (175)         (30)           (40)           (22)           (50)           

Cash Tax -                      -                      -                -                -                -                -                -                -                -                -                -                -                -                -                (635)         (2,812)      

Levered Free Cash Flow (39,694)          (40,073)          (1,728)      (2,457)      (4,290)      (6,580)      (5,383)      (4,764)      (4,306)      (3,805)      (3,304)      (2,699)      (757)         2,056       2,885       3,288       5,296       

Government Funding 1,928       4,385       8,675       15,255     19,283     22,803     25,916     27,500     27,500     27,500     27,500     25,154     18,022     11,404     -                

Debt Funding -                -                -                -                1,391       2,701       3,951       6,244       9,672       12,500     13,385     12,389     14,158     11,404     -                

Total Funding 1,928       4,385       8,675       15,255     20,674     25,504     29,866     33,744     37,172     40,000     40,885     37,543     32,180     22,808     -                

Debt / EBITDA 0.0 x 0.0 x 0.0 x 0.0 x (1.0)x (3.0)x (15.0)x 15.1 x 8.3 x 6.3 x 4.3 x 2.5 x 2.5 x 1.7 x 0.0 x

Debt / Total Funding 0.0% 0.0% 0.0% 0.0% 6.7% 10.6% 13.2% 18.5% 26.0% 31.3% 32.7% 33.0% 44.0% 50.0% NM

At end of FY2021

 594 4%  123 21%

 381 3%  106 28%

Overall  13,176 100%  8,549 65%

Premises Passed/Covered 

('000s)
Coverage

Premises Connected

('000s)

Take-up

(% of premises 

passed/covered)

FTTP  12,202 93%  8,320 68%

Wireless

Satellite
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10.3 Type of Deployment for the Fibre Network: Aerial versus Underground 

10.3.1 FTTP GPON Network 

The Corporate Plan assumes that the Fibre network will be achieved by passing more than 

181,000km of physical distance (based on network configuration and covered road distances of 

130,000km).52 Other key network features include 25% of the premises to be passed aerially in the 

Local network, representing 31,000km of aerial deployment. 

10.3.2 Transit Backhaul Network 

The Corporate Plan assumes that the Transit Backhaul network will be achieved by building or 

leasing 57,000km of physical distances. 

10.4 Capital Expenditure 

Exhibit 10.5: Capital Expenditure ($ Million) (Nominal Dollars) 

Source: NBN Co 

The total capital expenditure from FY2011 to the end of December 2020 in nominal terms is forecast 

to amount to $35.9 billion. This represents the estimated cost of completing the fibre, wireless and 

satellite networks to provide 100% national coverage, with 64% of premises connected by end of 

December 2020 (65% by end of FY2021). 

10.5 Operating Expenditure 

Exhibit 10.6: Operating Expenditure ($ Million) (Nominal Dollars) 

Source: NBN Co 

Operating costs for the period of the Corporate Plan grow in line with the expansion of NBN Co’s 

activities in the lead up to, and immediately following the start of, full scale roll-out in FY2012. 

During this period there will be a significant increase in network operations staff numbers in order to 

provide adequate nationwide capability for NBN Co.  

By the end of FY2013 there are also significant operating costs relating to the agreement with 

Telstra.  

                                                           

52 Covered road distances have been used as inputs to the network configuration model, which multiplies the road distances by a factor 
depending on the type of deployment (aerial vs. underground) and the localisation of these distances in the fibre network (local, 
distribution, shared). 

Capital Expenditure

June YE FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2023 FY2025 FY2028 FY2040

($ million)

Fibre 600 1,224 2,124 3,451 3,142 3,116 3,116 3,095 3,065 3,047 1,926 353 363 373 358

Last 7 % 526 305 774 906 264 131 152 96 97 21 21 23 25 27 34

Common Capex 274 190 172 17 18 18 19 19 20 20 21 22 23 25 33

Replacement and Other Capex 160 303 381 531 409 373 452 576 650 740 715 1,504 1,361 1,382 3,391

Total Capex 1,561 2,023 3,451 4,905 3,833 3,639 3,739 3,787 3,832 3,828 2,683 1,902 1,772 1,807 3,817

Operating Expenses

June YE FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2023 FY2025 FY2028 FY2040

($ million)

Direct 77 287 854 2,040 2,109 2,264 2,295 2,345 2,418 2,528 2,260 1,516 1,587 1,699 2,298

Other 232 241 298 318 328 344 356 372 385 396 402 397 398 424 638

Gross Opex 309 529 1,152 2,358 2,436 2,608 2,652 2,717 2,803 2,924 2,662 1,914 1,985 2,123 2,936
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10.6 Working Capital 

This Corporate Plan has incorporated an assumption for working capital. 

This results in an average working capital of $110m per annum from FY2011 to FY2013 and $(54)m 

per annum from FY2014 to FY2021. 

10.7 FY2011 Budget 

FY2011 budget is summarised in Exhibit 10.7 and Exhibit 10.8. 

‘Business as usual’ costs and specific ‘Project Costs’ have been captured and quantified across NBN 

Co. 

During FY2011 NBN Co will be commencing a number of vital projects to support its national roll-out. 

These include building of the OSS/BSS systems, ERP systems, National Operations Centre and Data 

Centre. In addition, NBN Co will be conducting its First Release and Release 2 FTTP projects. It is also 

anticipated that NBN Co will be required to make a down payment on satellites ordered during 

FY2011.  

Exhibit 10.7: FY2011 Capital Expenditure Budget ($ Million) (Nominal Dollars) 

 
Source: NBN Co 

FY2011 will also see the gradual ramping-up of NBN Co’s internal resources to support these 

programs and to prepare for nationwide roll-out. 

Exhibit 10.8: FY 2011 Operating Expenditure ($ Million) (Nominal Dollars) 

 
Source: NBN Co 

  

Capital Expenditure (Capex)

June YE FY2011

($ million)

Fibre 600

Last 7% 526

Common Systems 171

Common Operations and Facilities 263

Total Capex 1,561

Operating Expenses (Opex)

June YE FY2011

($ million)

Fibre Direct Leasing Costs 23

Other Operating Costs 69

Staff-Related Costs 132

S, G and A Costs 86

Total Opex 309
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10.8 Taxation 

10.8.1 Income Tax 

NBN Co will incur significant income tax losses in the first eleven years of its operations (from 

FY2010), and it is assumed that these losses will be carried forward and offset against future profits. 

The Company expects to start utilising brought forward tax losses in FY2021.. 

A significant change in ownership (greater than 50%) would require the Company to satisfy certain 

continuity of business rules in order to continue to carry forward past losses. 

NBN Co expects that the majority of costs incurred will be deductible or depreciable for tax 

purposes. 

The Company has assumed a corporate income tax rate of 30% throughout the forecast period, on 

the basis that proposed reductions to this rate (e.g. to 29% and then 28%) have not yet been 

legislated. 

10.8.2 Other taxes and related charges 

GST is not expected to create any particular additional costs for NBN Co, other than general cost of 

compliance. All unit costs and product pricing referenced within the Corporate Plan are ex-GST. The 

cost of other significant taxes (e.g. payroll tax, superannuation guarantee contributions) has been 

factored into the base case using the rates currently legislated. 
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11 FUNDING NBN CO 
Funding agreement for calendar year 2010 has been secured with further agreements for the 3-year 

Corporate Plan to be agreed upon in FY2011. These agreements form part of a total funding 

commitment for the full deployment period. 

11.1 Determining NBN Co’s Funding Requirement over 3 Years and 30 Years 

NBN Co’s funding requirement is driven by the Company’s EBITDA and Capex profiles, including 

working capital. NBN Co’s free cash flow profile is shown in Exhibit 10.1 in Section 10, Financial 

Forecasts. Based on this profile it is possible to forecast NBN Co’s overall funding requirement, as 

shown in Exhibit 11.1. The minimum unlevered funding requirement is expected to be approximately 

$37.1 billion, which is the total (unlevered) cost of the NBN to the end of the deployment period. 

Exhibit 11.1: NBN Co’s Unlevered Funding Requirement ($ Billion) (Nominal Dollars) 

 
Source: NBN Co  

In a debt scenario, external funding costs are projected to add an additional funding requirement 

over the period from July 2010 to June 2021, with peak total funding requirement at $40.9 billion at 

the end of FY2021. 
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11.2 Funding the FY2011 to FY2013 Period 

Exhibit 11.2 provides a funding drawdown profile (cash-based) as shown previously on Exhibit 10.3. 

Exhibit 11.2: NBN Co’s Forecast Equity Funding Requirement ($ Million) (Nominal Dollars)* 

Year Ending 30 

June 

Annual ($ millions) Cumulative ($ millions) 

Forecast Equity 

Funding 

Requirement 

Forecast Equity 

Grossed Up 

Forecast Equity 

Funding 

Requirement 

Forecast Equity 

Grossed Up 

2010 (Actual) 312 312 312 312 

2011 1,616 1,788 1,928 2,100* 
2012 2,457 2,700 4,385 4,800 
2013 4,290 4,400 8,675 9,200 

Source: NBN Co 

Note: *Equity Funding Requirement is calculated assuming external funding (debt) will be available to NBN Co by FY2015. 

 The anticipated funding requirements amount to $8,363 million for the period from July 2010 to 

June 2013 (FY2011-FY2013). 

 These funding requirements, including operating working capital (receivables and payables), 

would be covered by equity injections from the Shareholders. 

 The amount of equity injections requested would be $8,888 million for the period from July 2010 

to June 2013 (this would be a cumulative amount of $9,200 million when including $312 million 

of already received equity in FY2010). This is a grossed up number vs. the currently modelled 

requirements: 

Grossed up by $525 million at the end of the Plan (FY2013) versus the forecast requirements. 

Total cash received would be above forecast requirements: 

 By $172 million at 30 June 2011; and 

 By $525 million at 30 June 2013. 

This would provide the appropriate protection required for the size of commitments made to 

external suppliers. 
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11.3 Part of Long-Term Funding Scenarios 

In modelling the profile of long-term funding, NBN Co has assumed that Shareholders would like to 

reduce the total equity requirements. Therefore, NBN Co would seek external funding from the bank 

and financial markets without the explicit support of the Shareholders. 

For the purpose of this scenario, NBN Co has embedded debt funding costs into the financial model, 

excluding explicit guarantees from the Government. It is expected that total external funding would 

contribute up to 33% of the total funding to FY2021. 

Advice sought from external parties shows that the quantum of debt to be raised from project 

finance or financial markets could amount to an estimate of $13.4 billion over the period to June 

2021. From FY2023 onwards, it would provide a mechanism for repayments of equity over time. 

Exhibit 11.3: NBN Co’s Funding Profile (Debt and Equity) to FY2028 ($ Billion) 

Source: NBN Co  

Exhibit 11.4: NBN Co’s Forecast EBITDA and Estimated Cumulative Debt Capacity to FY2028 ($ Billion) 

Source: NBN Co 

Maximum debt funding would start from FY2015. Average issuance per annum would amount to 

$1.9 billion over the six-year period (FY2015 to FY2021) and NBN Co would be in the top tier of 

Australian issuers. This would imply the sourcing of a significant proportion of the debt requirement 

from overseas investors as the Australian domestic market is unlikely to provide this level of 

resource today. 
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The related profile of equity injections in a debt scenario is as shown in Exhibit 11.5. 

Exhibit 11.5: NBN Co’s Forecast Equity Funding Requirement ($ Million) (Nominal Dollars) 

Year Ending 30 

June 

Annual ($ Million) Cumulative ($ Million) 

Forecast Equity 

Funding 

Requirement 

Forecast Equity 

Grossed Up 

Forecast Equity 

Funding 

Requirement 

Forecast Equity 

Grossed Up 

2010 (Actual) 312 312 312 312 

2011 1,616 1,788 1,928 2,100* 

2012 2,457 2,700 4,385 4,800 

2013 4,290 4,400 8,675 9,200 

2014 6,580 6,600 15,255 15,800 

2015 4,028 4,100 19,283 19,900 

2016 3,520 3,600 22,803 23,500 

2017 3,113 3,200 25,916 26,700 

2018 1,584 800 27,500 27,500 

Source: NBN Co 

*Equity Funding Requirement is calculated assuming external funding (assumed to be debt) will be available to NBN Co by FY2015. 

11.4 Achievability of Debt Funding 

As a scenario, NBN Co has therefore retained the ability to raise up to $13.4 billion debt without 

explicit support from the Government. 

Critical to NBN Co’s ability to raise external funding without explicit support by Government will be 

the opinions of debt providers on the Company’s achievements, roll-out timeliness and connections 

uptake, which will form the key metrics of credit quality. 

Future cash flow generation potential will be analysed in conjunction with expected unlevered 

returns of the project over its lifecycle. It is estimated that, so as to encourage debt financing and 

retain consistency with the significant amount of debt raised in the funding plan, a spread over 

Government bonds will be required. 

Market capacity, and the risk appetite of debt investors, might limit the amount of debt that the 

Company can actually raise. This would require revising the funding plan at the time to assume a 

higher level of Government equity. 

There is no assurance that this level of debt could be issued. The level and timing of debt will be the 

major financial risk that NBN Co will continuously assess. 
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11.5 Cost of Capital 

NBN Co’s cost of capital can also be estimated through its Weighted Average Cost of Capital (WACC). 

The WACC is the true, but unobservable ex ante, cost to the firm of obtaining capital. It is the return 

that has to be generated, in expectation, to attract capital investment from equity and debt 

investors. 

NBN Co developed a detailed review of the WACC parameters. A four stage approach has been used 

to assess the cost of capital over time. 

Preliminary conclusions are as follows: 

 During the ‘Proof-of-Concept’ period, which encompasses the Corporate Plan timeline (FY2011-

FY2013), the cost of capital would not be based on relevant comparables. NBN would have the 

nature of an infrastructure project and an element of Australian Government broader policy in 

the telecoms industry. A WACC level of 25% akin to account for the risks of the project is used 

for this period of time; 

 During the ‘Construction’ period (FY2014-FY2021), benchmarks linked to the construction 

industry are used to derive a WACC value of 12%-13%; 

 During the ‘Transition / Market Development’ period (FY2021-FY2022), as risk tapers off, a 

WACC value of 9.5%-10.5% is estimated; and 

 In the ‘Established Network Operations’ period (from FY2023 onwards), a WACC value of 8%-9% 

is estimated, reflecting the nature of established infrastructure of NBN Co by that stage (while 

keeping a conservative risk premium compared to regulated assets such as water and gas 

utilities). 

Averaging the WACC values over time on the basis of invested capital would derive a range estimate 

of WACC values of 10%-11%. 

Exhibit 11.6: Indicative WACC Profile (NBN Co Compared to 10-Year Bond Rate and 5-Year BBSW) (%) 

Source: NBN Co 
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In estimating its cost of capital at 10%, NBN Co considered the following: 

 The perception of the risk profile by investors of NBN Co will decline sharply over time as the 

Company evolves into an established, regulated wholesale network operator, with a financial 

track record;  

 Cost of capital should be considered independently of the nature of ownership therefore 

regardless of the costs of funding equity for the Government; 

 No specific rate of return has been stipulated by the Shareholders for NBN Co; 

 A discount rate of 10% was used by NBN Co to assess the value of the proposed transaction 

described in the Financial Heads of Agreements; and 

 Non-incumbent European telecoms WACC is estimated at around 7%-8% and the regulated 

utilities / infrastructure WACC is assessed around 6.5%-7.5%.  

Exhibit 11.7: WACC Values Universe 

Companies Universe WACC Values 

European Regulated Utilities 5.7% - 7.5% 

Australian Toll Roads 8.8% 

European Toll Roads 6.5% - 7.5% 

UK Water Utilities 6.0% 

US Rail 8.6% 

US Gas Distribution 6.1% 

US Electricity Distribution 5.2% 

US Water Utilities 6.3% 

European Non-Incumbent Telecoms 6.8% - 8.1% 

Source: NBN Co’s Financial Advisors analysis and company reports. 
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12 RISK MANAGEMENT 
This section describes the major risks that NBN Co will address by June 2013. 

12.1 Risk Management System 

NBN Co is seeking to develop a sound system of risk oversight, management and internal control and 

the associated culture, processes and structures to support achievement of its business objectives. 

Embedding a risk culture requires time and attention, as disciplines take time to form ‘Business As 

Usual’ (BAU) activities. 

NBN Co has established an enterprise-wide risk management system to facilitate the identification of 

significant business risks and implementation of appropriate risk mitigation or treatment plans and 

monitoring processes. The system is built upon the premise that all employees have responsibility 

for risk management in their job areas. 

The approach adopted by NBN Co is consistent with the international risk management standard, 

Australia/New Zealand Standard ISO 31000:2009. NBN Co’s Risk Management Policy details the way 

in which the Company establishes the risk context, identifies, assesses, analyses, evaluates and 

treats risk to effectively manage its business, assign roles and responsibilities for risk management, 

and establish a risk register and reporting framework to facilitate the process and meet reporting 

obligations.  

Risk profiles will be defined and managed for each of NBN Co’s business functions and major 

activities. The aggregation of these profiles forms the NBN Co Group Risk profile and also forms the 

basis for Management and Board reporting of risks and associated management processes. Risks, 

the risk mitigations in place, and treatment plans are reported quarterly to the Board under the 

following categories: 

 Safety and Environment; 

 Demand and Revenue (Product and Competition); 

 Technology; 

 Execution and Delivery; 

 Security (Physical, Networks, Information Technology); 

 Policy and Regulatory; 

 Resourcing - Suppliers; 

 Resourcing – People and Skills; 

 Financial; 

 Quality; and 

 Reputation.   
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The risk categories, with the corresponding likelihood and impact are reported to the Board. 

Risk management is also being integrated with NBN Co’s Program processes, with weekly recording 

and reporting of issues and risks that also form part of the reporting above. 

NBN Co’s operating environment is dynamic, and subject to many external factors, many of which 

are outside of NBN Co’s control. The risk management system will play an important role in 

identifying and responding to risks as the operating environment changes in both the short and 

longer terms. Finance provides policy, strategies, tools, guidance and a cross-company reporting 

capability to manage risk, while additional risk specialists are distributed throughout the 

organisation with responsibility for addressing specific risk areas. 

Whilst the execution of the risk management system aims to identify risks before they occur, for a 

number of reasons this is not always possible. As such, NBN Co also places an equal emphasis on risk 

readiness, business resilience and fostering a preparedness to respond to risk events; with the risk 

reporting and communication disciplines being established to facilitate this. The regular risk 

reporting processes that have been established facilitate appropriate oversight and ownership of 

risks, and also serve as a mechanism for regular updating of risk registers and considering the 

completeness of risks identified and mitigation plans in place. 

Risk management is seen as an ongoing process as part of all business activities and not a cyclical 

event. NBN Co seeks to foster a risk aware culture, open to risk identification and treatment of risk. 

This includes the promotion of education and awareness of the risk management system and key 

risk management principles amongst its staff.  

The Risk Management Policy that establishes and underpins the risk management system will be 

reviewed at least annually and updated as required to reflect NBN Co’s needs. This will ensure the 

risk management system remains fit-for-purpose as NBN Co’s primary activities move through 

planning and design, to construction and commercial operation. 

12.2 Corporate Plan Risks 

As of 1 December 2010, NBN Co had identified over 150 risks to the project. Of these risks, the Board 

and Management of the Company have identified six key risks. These are: 

 Safety; 

 Quality; 

 Construction; 

 Revenue; 

 Funding; and 

 OSS/BSS. 
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Safety 

With tens of thousands of people working on the project in traffic exposed locations using large 

machines or potentially working at heights close to power lines, the probability of an accident is 

high.  

Mitigation strategies include: 

 Comprehensive Health Safety and Environment (HSE) established to AS4801/ISO 14001; 

  Appointment of HSE General Manager;  

  NBN Co HSE manager assigned full time to each construction site; 

  Fortnightly HSE review chaired by CEO; 

  HSE Key Performance Indicators reported at beginning of every Board meeting; 

  Stringent HSE requirements in all construction contracts; and  

  Use of industry experts to advise on establishing a “no blame” safety culture across NBN Co. 

Quality 

The Quality risk lies in product or process failures resulting in unacceptable operational 

performances. 

Mitigation strategies include: 

 Establishing a quality program to ISO 9001; 

 Appointment of a Quality Manager; 

 NBN Co quality specialists employed full time on each construction site; 

 NBN Co quality specialists embedded  in Design and Network Operations; 

 Fortnightly Quality review chaired by CEO;  

 Quality Key Performance Indicators reviewed at each Implementation Committee meeting;  

 Requirement specifications, qualifications and audits for vendors and suppliers; 

 Increasing use of statistical control methods; and  

 A staged deployment. 

Construction 

The failure to achieve budgeted construction costs is a significant risk. 

Mitigation strategies include: 

 A willingness to slow rollout to achieve cost targets;  
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 A strong focus on continuous improvement in the areas of cost, quality and time of large 

number of largely  repeatable projects; 

 The use of a modular methodology for supply chain and construction; and 

 A willingness to start with a “primary construction partner” rather than initial awards to multiple 

contractors. 

Revenue 

The key risks to revenue projections are described in Section 9, Revenue Forecasts. They include 

speed and usage, wireless substitution, cherry picking and the effect on take-up of imperfect 

Uniform National Wholesale Pricing (UNWP).  

Mitigation strategies include: 

 Complete Telstra Definitive Agreements to mitigate take up risk; 

 Not attempting to match low-end products;  

 Supporting video-based application development;  

 The passing of effective anti-cherry picking protections; and 

 Backhaul limitations: ACCC to intervene in market if necessary. 

Funding 

A major risk is the ability of NBN Co to attract funding as planned as described in Section 11, Funding 

NBN Co. 

Mitigation strategies include: 

 Execute to plan; meet cost, take-up and revenue targets; and 

 The establishment of a multi-year investor relations and communications plan, which will 

include regular meetings with major domestic and international banks, rating agencies, debt 

holders and other market participants to keep them briefed on project and to obtain financial 

market views. 

OSS/BSS 

The Operational Support Systems (OSS) and Business Support Systems are key support systems to 

the project. The OSS provides the capabilities needed to provision, configure, manage and operate 

the network where as BSS provides the capabilities needed to manage customers, take orders, 

process bills and collect payments. Delays in deployment of these key systems are a key risk to the 

project.  
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Mitigation strategies include: 

 Phased delivery of the systems to align with rollout; 

 Maximum use of “off-the-shelf” software components; 

 Using of proven vendors; and 

 The use of proven software development methodologies. 
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GLOSSARY OF TERMS 

Access Aggregation Region (AAR) The area served by a Point of Interconnect (PoI) located in an 

Aggregation Node (AN) and connected via Transit Fibre to regional Fibre 

Access Node (FAN) sites. The backhaul from the regional FAN to the AN 

is termed Transit Backhaul. 

Access Seeker A customer acquiring NBN Co wholesale services with the intention to 
supply internet services to Retail Service Providers (RSPs) or End-Users. 

Access Virtual Circuit (AVC) The bandwidth allocated to the End-User premises. 

Aggregation Node (AN) A facility that provides a Point of Interconnect (PoI) to RSP’s / WSP’s for 

an Access Aggregation Region (AAR), comprising a number of regional 

FAN sites. Note that an AN will also have a co-located FAN site for its 

local area. 

Analogue Telephone Adapter (ATA) The port on an NBN Co Network Termination Unit (NTU) is used to 
connect one or more standard analogue telephones to a digital phone 
system. 

Asymmetric Digital Subscriber Line 
(ADSL) 

A technology for delivering high-speed data transmission over a copper 
phone line. As the name suggests, it provides different downstream 
(network to end-user) and upstream (end-user to network) bandwidth. 

Australian Broadband Guarantee 
(ABG) 

The Australian Broadband Guarantee is an Australian Government 
initiative designed to help residential and small business premises access 
a high quality broadband service. The program targets premises unable 
to access commercial metro-comparable services, particularly those 
living in remote parts of Australia. 

Average Busy Hour Throughput 
(ABHT) 

A factor in network provisioning decisions, ABHT is the average 

transmission speed per end-user that can be expected during the hour in 

which a network is loaded the heaviest. ABHT varies from network to 

network depending on the end-user profile. 

Average Revenue Per User (ARPU) The total revenue divided by the number of subscribers. 

Average Revenue Per User (Restated) ARPU excluding non End-User related charges which distort ARPU 
particularly in early years when number of End-Users is low. Restated 
Fibre ARPU excludes Network-to-Network Interface (NNI) charge and 
Multicast Domain charge. 

Bank Bill Swap (BBSW) Reference 
Rate  

The rate for a reset date will be the average mid rate, for Australian 
Dollar bills of exchange, accepted by an approved bank, having a tenor 
with a designated maturity, that appears on an approved information 
vendors service (e.g. Thomson Reuters Screen BBSW page) at 
approximately 10.08am AEST, on the reset date.  

Basis Points (bps) One Basis Point is equal to 1/100
th

 of 1%. 

BOT (Build-Operate-Transfer) 
Greenfields 

Build-Operate-Transfer Greenfields premises for which NBN Co will sub-
contract third party fibre providers to build the network on NBN Co’s 
behalf. 

Broadacre A type of Greenfield development where a new premise is planned to be 
built on currently undeveloped land (i.e. where no copper services are 
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currently available in the surrounding area). Broadacre Premises are 
assumed to account for 40% of the growth market. 

Brownfields A pre-existing premise that will be covered by either Fibre, Wireless or 
Satellite services. 

Build Greenfields Greenfields premises which are considered part of NBN Co’s roll-out. 

Business Support System (BSS) The set of systems that will provide NBN Co with the capabilities to 
manage Access Seekers, take orders, process bills and collect payments. 

Business-to-Business (B2B) Commerce transactions between businesses. 

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

Committed Information Rate (CIR) The guaranteed amount of bandwidth that NBN Co will provide to End-
Users. 

Compound Annual Growth Rate 
(CAGR) 

Year on year growth rate, over a specified period of time. 

Connectivity Serving Area (CSA) A logical collection of End-User Premises defined by NBN Co. Each CSA 
has approximately the same number of End-User Premises. 

Connectivity Virtual Circuit (CVC) Determines the capacity required to serve each CSA. The CVC is an 
aggregation of the AVCs from the End-User premises back to the PoI. 

Customer Premises Equipment (CPE) Any telephone terminal and associated Internet equipment that is 
located at a End-User’s premises and may require broadband 
connectivity. 

Dark Fibre Optical fibre with no active electronics attached. 

Data Over Cable Service Interface 
Specification (DOCSIS) 

An international standard that allows high-speed digital data 
transmissions over existing Hybrid-Fibre Coaxial (HFC) cable 
infrastructure. 

Deal Case The base case used for the 3-year Corporate Plan, assuming Definitive 
Agreements are entered into with Telstra in line with the Financial Heads 
of Agreement. 

Digital Subscriber Line (DSL) A family of technologies that deliver high-speed data transmission over a 
copper phone line. 

Digital Subscriber Line Access 
Multiplexers (DSLAMs) 

Network devices normally located in telephone exchanges providing 

multiple ports connecting end-user copper lines for the provision of DSL 

broadband service. 

Distribution Fibre Connection between the Fibre Distribution Hub (FDH) and the FAN, for 
both Regional FANs and the Metro FANs, as well as the connectivity 
between the non adjacent Fibre Serving Area Modules in the Capital 
Cities and the Metro FANs. Distribution Fibre routes are designed in a 
ring structure to minimise the impact of any fibre break on consumer 
services as well as providing diverse paths for protected commercial 
point to point services. 

Distribution Network The part of the network that connects the FAN to the FDH.  

Drop (Final Drop) The connection from the Local Network to the Premise. This is also 
referred to as the Lead-in Fibre Connection to the Premise from the 
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Network Access Points (NAPs). 

Drop Fibre Connection from the NAPs to the termination point on an individual 
premise or building. Connections can be provided as either an 
underground or aerial connection. The drop fibre can be configured as a 
single fibre connection to a consumer Network Termination Unit (NTU), 
while still allowing a dual fibre connection to commercial services if 
required. 

Earnings Before Interest and Taxes 
(EBIT) 

The operating profit before deduction of interest and income taxes. 

Earnings Before Interest, Taxes, 
Depreciation and Amortisation 
(EBITDA) 

The operating profit before deduction of interest, income taxes, 
depreciation and amortisation. 

End-Users Customers to NBN Co’s Access Seekers and/or Retail Service Providers 
(RSPs). 

Enterprise Resource Planning (ERP) The system that will provide NBN Co with the capabilities to manage 
enterprise functions such as finance, fixed assets, human resources, 
project management, supply chain management, and contract 
management. 

Ethernet A frame based transport protocol for forwarding traffic across Local Area 
Networks (LANs). 

Ethernet Aggregation Switch (EAS) An Ethernet switch that aggregates end-user traffic coming from OLTs 
for high bit-rate transmission and logical separation to each RSP / WSP. 

Ethernet Fanout Switch (EFS) An Ethernet switch that provides Point of Interconnect (PoI) for RSP / 
WSP to deliver telecommunication services to end-users on NBN Co’s 
network. 

Fair Work Principles Under the Department of Education, Employment and Workplace 
Relations, these principles support the creation of quality jobs by 
ensuring that NBN Co procurement decisions are consistent with the Fair 
Work Act and its aims, including promoting fair, cooperative and 
productive workplaces. 

Fibre Access Node (FAN) A facility that houses the active equipment providing services to a Fibre 
Serving Area (FSA). Note that Urban FANs will also provide a Point of 
Interconnect to Access Seekers. 

Fibre Distribution Area (FDA) The area served via a single Fibre Distribution Hub (FDH) which connects 
addresses to the serving FAN site(s) via Local Fibre. 

Fibre Distribution Hub (FDH) The equipment located in a Fibre Distribution Area where Distribution 
Fibre is split to provide Local Fibre that runs down each street. 

Fibre Footprint The 93% of premises that will be serviceable by NBN Co’s FTTP network 
by the end of the Roll-out Period. 

Fibre Ready Area Premises which are capable of connection to the NBN in order to receive 
an active NBN Co FTTP service (that is, Premises in an area which has 
already been passed by the NBN fibre network and has been 
operationally approved as ‘ready for service’). 

Fibre Serving Area (FSA) The area served by a FAN site, which for the regional areas will be a 
cluster of FDAs and for the 16 city metropolitan locations will be a cluster 
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of FSA Modules. The FDAs and FSA Modules will be connected via 
Distribution Fibre. 

Fibre Serving Area Module (FSAM) A series of up to 24 FDAs linked in a double closed loop configuration. 

Fibre-To-The-Building (FTTB) The network design in which the fibre network is deployed to the 
boundary of each building. Where a building is an MDU, the final 
connection to the individual premises is made by alternative 
technologies. 

Fibre-To-The-Home (FTTH) Same as Fibre-To-The-Premise. 

Fibre-To-The-Premise (FTTP) The network design in which the fibre network is deployed to each 
premise. 

Financial Heads of Agreement  
(FHOA) 

The agreement entered into between NBN Co and Telstra Corporation 
on 20 June 2010. 

First Release Site (FRS) The first locations (after the Pre Release Sites in Tasmania) where NBN 
Co will deploy Fibre services. 

FY20XX Financial Year ended 30 June 20XX. 

Geocoded National Address File 
(GNAF) 

GNAF information is provided by PSMA Australia Limited (PSMA). GNAF 
lists all valid physical addresses in Australia. It contains approximately 
12.6 million physical addresses, each linked to its unique geocode (that 
is, the specific latitude and longitude of the address). Data used to build 
GNAF comes from contributors that include the Australian Electoral 
Commission, Australia Post, state, territory and Australian Government 
mapping agencies and land registries. GNAF is provided by PSMA 
Australia Limited (PSMA). 

Gigabit-capable Passive Optical 
Network (GPON) 

A point to multi-point fibre to the premise network architecture that 
uses combination of electronics network and passive optical splitters to 
deliver speeds up to 1,000Mbps to end users. 

The GPON active layer technology uses electronics that are designed to 
be compatible with a fibre that is subsequently split into multiple 
downstream fibres. 

Gigahertz (GHz) Unit for measurement of frequencies. One Gigahertz is equal to 10
9
 

hertz. 

Greenfields A new development that can be either Broadacre or Infill Premises (see 
the Glossary definitions of ‘Broadacre’ and ‘Infill’ for more information). 
Greenfields developments represent the growth of the premises market. 

Health, Safety & Environment (HSE) A supporting division of NBN Co that will not be directly involved in the 
operation of the NBN but will be responsible for establishing and 
maintaining the company’s policies regarding employee health, safety 
and environment issues. 

Home Run Topology Topology where a dedicated access fibre connects every individual 
premise to the fibre exchange. 

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

Infills A type of Greenfields development where a new premise or a 
redevelopment (i.e. demolition and rebuild) is planned to be built on 
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currently developed land that is surrounded by established areas, where 
Telstra copper services are currently available. Infill Premises are 
assumed to account for 60% of the growth market. 

Information Technology (IT) An umbrella term for technologies that process, store and communicate 
information. 

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. 

Internet Protocol (IP) The international standard by which data is transmitted between 
networks (packet data protocol by which data is routed between IP 
enabled devices (computers) and networks). 

Internet Protocol Television (IPTV) A service where video streams are delivered across Internet (broadband) 
connections for viewing at an End-User premise. 

Internet Service Provider (ISP) An organisation that offers access to the Internet to its End-Users. 

Ka-band Satellite radio frequency spectrum from 27 – 40GHz. 

Kilobits per second (Kbps) One Kilobit Per Second is equal to 1,000 bits per second. 

Key Performance Indicator (KPI) A metric used to measure the progress or degree of fulfilment of a 
particular success criterion. 

Ku–band Satellite radiofrequency spectrum from 15 – 17GHz. 

Last 7% The percentage of the Australian premises that will be connected via 
wireless or satellite technologies. 

Layer 1 Network/Wholesale Services The physical network layer providing electrical impulse or wavelength 

based services on a point-to-point basis. 

Layer 2 Network/Wholesale Services The transmission layer that encodes and decodes information bits across 

layer 1 infrastructure. Layer 2 is the active layer of an optical fibre 

network 

Layer 3 Network/Wholesale Services The Network layer responsible for defining how interconnected 

networks function; it includes routing, flow control, segmentation, error 

detection and error correction. 

Line Sharing Service (LSS) LSS is a regulated product that enables ISPs to access the frequencies 
within a copper phone line not used for voice, allowing the provision of 
DSL service using their own DSLAM equipment. 

Local Fibre Connection between the FDHs and the individual GNAFs or buildings via 
a series of radial fibre cables containing Network Access Points (NAPs), 
then a Drop Fibre to the building. Note that the Local Network fibre 
cables are not tapered, but the ‘ends’ of each segment are 
interconnected to provide through connection of the Distribution and 
Trunk fibres. 

Local Area Network (LAN) A computer network that connects computers and devices in a limited 
geographical area (e.g. home, office building). 

Local Multipoint Distribution Services 
(LMDS) 

A wireless broadband access technology that commonly operates on 
microwave frequencies across the 26 GHz and 29 GHz bands. 
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Local Network The part of the network from the Fibre Distribution Hub down each 
street. Typically serving between 50 and 200 premises each. 

Long Term Evolution (LTE) Standardisation work by the 3
rd

 Generation Partnership Project (3GPP) to 
define a new high-speed performance air inferface for mobile 
communication systems. Commonly regarded as a 4G technology. 

Megabits Per Second (Mbps) A unit of measurement of transmission speeds. One Megabit Per Second 
is equal to 1,000kbps. X/YMbps means a maximum downstream speed of 
XMbps and a maximum upstream speed of YMbps. 

Megahertz (MHz) Unit for measurement of frequencies. One Megahertz is equal to 10
6
 

hertz. 

Metro FAN A Fibre Access Node (FAN) serving a metropolitan area. 

Multiple Dwelling Unit (MDU) A premise that contains more than one dwelling unit, which can range 
from duplexes to 200+ unit apartment blocks. Each dwelling unit is 
equivalent to one GNAF (e.g. a 50 unit apartment block will have 50 
GNAFs). 

Naked Broadband A marketing label for broadband services provided on an access line on 
which no voice service is active (this service offered by RSPs to enable 
homes without a fixed voice connection to have access to fixed 
broadband and potentially use a third party VOIP service). 

National Broadband Network (NBN) The nation-wide broadband network that will be deployed by NBN Co 
and third parties engaged on behalf of NBN Co. 

National Broadband Network 
Company Limited (NBN Co) 

The legal entity of National Broadband Network Company Limited. 

National Code of Practice for the 
Construction Industry 

Sets minimum standards that businesses must meet to be eligible for 
certain Australian Government building and construction work. 

National Housing Supply Council 
(NHSC) 

An independent group established by the Australian Government that 
produces an annual State of Supply Report that assesses information on 
land supply and demand for housing from all levels of government and 
the private sector. 

NBN Co Satellite Access Service 
(NSAS) 

Also known as the Long term Satellite Access Service solution, it is a 
Layer 2 wholesale Ethernet access product suite delivered by satellite to 
End-User Premises. The NSAS will deliver at least 12Mbps peak 
download speed, and an ABHT of 300Kbps, for up to 200,000 users. 

Network Access Points (NAP) The point at which Drop Fibre is connected to Local Fibre. 

Network and Services Operations 

Centre (NSOC) 

Facility overseeing management and operation of the network 

infrastructure. 

Network Termination Unit (NTU) NBN Co’s termination point on each premise, for residential fibre 
services (typically) featuring 4 Ethernet and 2 telephone interfaces. 

Network-to-Network Interface (NNI) The port at NBN Co’s Point of Interconnect (PoI) where Access Seekers 
connect their internet transmission backhaul. 

No Deal Case Alternative to the Deal Case, assuming no deal with Telstra. 

Occupational Health & Safety (OHS) A discipline concerned with protecting the safety, health and welfare of 
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people engaged in work or employment. 

Office of the Telecommunication 
Authority Hong Kong (OFTA) 

The arm of the Telecommunications Authority in Hong Kong that is 
responsible for telecommunications regulation. 

Operational Support Systems (OSS) The set of systems that will provide NBN Co with the capabilities to 
provision, configure, manage, and operate the NBN. 

Operating Expenditure (Opex) The ongoing cost of running a business, system or product. 

Optical Line Terminal (OLT) The equipment to provide the GPON signals to each of the FDAs. 

Optical Transport Platform (OTP) The equipment providing data transport between FAN sites. It is also 
referred to as ‘Transmission’ and ‘Transit Backhaul – Active Equipment’. 

Passive Optical Network (PON) An active layer technology that uses electronics that are designed to be 
compatible with a fibre that is subsequently split into multiple 
downstream fibres. 

Payback The payback period is the length of time required for the cumulative 
incoming returns (e.g. cumulative revenues) to equal the cumulative 
costs of an investment (e.g. the sum of the capital expenditure and 
operating expenditure). It is measured in years. 

Peak Information Rate (PIR) The theoretical speed that an End-User could receive if there were no 
other End-Users using at the same time. PIR is limited by the speed of 
the physical port of connection. 

Personal Protection Equipment (PPE) Safety equipment worn by NBN Co construction staff. 

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

Point-to-Point (P2P) A network design in which a dedicated access fibre connects an 
individual premise directly to the fibre exchange. 

Power Supply Unit (PSU) A component which provides power to a device. 

Pre Release Sites The locations in Tasmania where fibre-to-the-premise was first deployed, 
before the First Release Sites. 

Public Switched Telephone Network 
(PSTN) 

The network of traditional voice telephone systems. 

Public Works Committee (PWC)  The PWC was established in 1913 and is one of the oldest investigative 
committees of the Parliament. The Committee is constituted by the 
Public Works Committee Act 1969. The PWC Act provides that (with 
certain limited exceptions) a public work with an estimated cost 
exceeding $15 million shall not be commenced unless it has been 
referred to the Parliamentary Standing Committee on Public Works 
(PWC).  

Quality of Service (QoS) The traffic engineering term Quality of Service (QoS) refers to resource 
reservation control mechanisms rather than the achieved service quality. 
Quality of Service is the ability to provide different priority to different 
applications, users, or data flows, or to guarantee a certain level of 
performance to a data flow. 
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Radio Frequency (RF) The frequency of electrical signals used to produce and detect radio 
waves. 

Radio Frequency over Glass (RFoG) A fibre network design in which the coaxial portion of a HFC network is 
replaced by a single-fibre, passive optical network architecture. 

Regional Backhaul Blackspots 
Program 

An initiative of Department of Broadband, Communications and the 
Digital Economy (DBCDE), as part of the NBN, which is investing up to 
$250 million to immediately address areas where existing backhaul does 
not provide broadband access throughout regional Australia. 

Regional Contractor Package (RCP) NBN Co has sub-divided the FTTP network into 16 Roll-out Regions. The 
16 regions have been further sub-divided for the purposes of awarding 
31 nominal work packages (RCPs) to contractors. The RCPs do not 
necessarily align with a specific geographic boundary within the region 
but provide NBN Co with the flexibility to allocate any FSAM within a 
region to a contractor who has been successfully contracted within that 
region, thereby fostering a competitive framework. 

Release 2 Sites The locations where NBN Co will deploy Fibre services after the First 
Release Sites. 

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

Request for Capability Statement 
(RCS) 

An invitation for suppliers to submit a statement of their capabilities to 
perform a specific activity. 

Request for Proposal (RFP) An invitation for suppliers to submit a proposal on a specific commodity 
or service. 

Request for Quote (RFQ) An invitation for suppliers to submit a quotation to estimate the price 
that a specific set of requirements would cost to complete. 

Sales, General and Administration 
(SG&A) 

The operating costs which are not directly related to the production and 
delivery of the company’s products and services. 

Single Dwelling Unit (SDU) A premise that contains only one dwelling unit. One SDU is equivalent to 
one GNAF. 

Shared Topology Topology where a single fibre runs from the fibre exchange to a passive 
‘splitter’ in the field. This splitter divides the optical signal multiple times, 
with each split signal travelling down a separate fibre to an End-User 
premise. Splits of 1:32 are common in FTTP systems and reduce the 
amount of fibre that must be run from an exchange to the point of the 
splitter. 

Significant Development Any Greenfields development that is projected to yield no less than 100 
Dwellings within a three year period and which receives stage 5 
development approval after 1 January 2011. 

System Integrator (SI) The supplier that is chosen to implement and integrate a system. 

Telecommunication Standardisation 

Sector (ITU-T) 
Co-ordinates standards for telecommunications on behalf of the 
International Telecommunication Union (ITU). 

Telstra Definitive Agreements The Definitive Documentation referred to in Section 3.2 of the Financial 
Heads of Agreement. 

Time Division Multiplexing (TDM) A variant of PON that utilises TDM technology to deliver Point-to-
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Passive Optical Network Multipoint services in a fibre to the premise network architecture. 

Transit Backhaul The fibre rings which connect the regional FAN sites and the nearest PoI, 
served by Transit Fibre. 

Transit Fibre Connection between Points of Interconnect (PoIs) where the Retail 

Service Providers connect to the NBN, and the regional based FANs. 

Transit Fibre can also provide connectivity for the Metro FANs to PoIs if 

required. 

Unconditioned Local Loop Service 
(ULLS) 

A regulated product allowing Internet Service Providers to rent a physical 
copper line between an exchange and a customer, which when 
connected to an ISP’s DSLAM is the platform for the delivery of Internet 
and voice services. 

User Network Interface (UNI) The physical port on the NBN Co NTU at the End-User premises which 
connects the End-User’s residential gateway or Ethernet enabled device 
to the NBN. 

Video-on-Demand (VoD) A technology or service that allows people to select and watch video 
content at the time of their choosing, unrestricted by a linear schedule. 

Voice Over Internet Protocol (VOIP) Technology that allows voice and video calls to be made over a data 
network, most often the Internet. 

Wavelength Division Multiplexing 
(WDM) Passive Optical Network 

A type of PON in which the multiple wavelengths of a WDM-PON can be 
used to separate Optical Network Units into several virtual PONs co-
existing on the same physical infrastructure. 

Weighted Average Cost of Capital 
(WACC) 

The cost of capital determined by the weighted average, at market value, 
of the cost of all sources of capital in the company’s capital structure.  

Wholesale Broadband Agreement 
(WBA) 

A document which sets out the terms and conditions of access to NBN 
Co’s services and products and will constitute NBN Co’s standard form of 
access for the purposes of the Access Arrangements Bill. 

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

Wide Area Network (WAN) A computer network that connects computers and devices in a large 
geographical area, typically across metropolitan or regional boundaries. 

Worldwide Interoperability for 
Microwave Access (WiMAX) 

A telecommunications protocol (IEEE 802.16) designed for high speed 
wireless data transmission. 

xDSL Any form of Digital Subscriber Line technology (e.g. Asymmetric Digital 
Subscriber Line, Very-fast Digital Subscriber Line). 
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