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[bookmark: _Toc355953981][bookmark: _Toc385256311][bookmark: _Toc417990939][bookmark: _Toc511634380][bookmark: _Toc532543387]1. 	Introduction
[bookmark: _Toc355953982][bookmark: _Toc385256312][bookmark: _Toc417990940][bookmark: _Toc511634381][bookmark: _Toc532543388][bookmark: purpose]1.1 	Purpose of the Cost Recovery Implementation Statement
This Cost Recovery Implementation Statement (CRIS) provides information on how the Australian Communications and Media Authority (ACMA) implements cost recovery for relevant activities funded by the Annual Carrier Licence Charge (ACLC). 
A summary of the cost recovery model used by the ACMA and other participating organisations is included in this statement. It also reports financial performance for these activities and contains financial forecasts for the 2017–18 financial year and three forward years (financial years 2018–19 to 2020–21). The ACMA will maintain the CRIS until the activities or cost recovery for the activities have been discontinued.
The ACLC amounts payable by carrier licensees for the period 1 July 2017 to 30 June 2018 are set out in Attachment C.
[bookmark: _Toc355953983][bookmark: _Toc385256313][bookmark: _Toc417990941][bookmark: _Toc511634382][bookmark: _Toc532543389][bookmark: background]1.2	Background and description of activity
The ACMA is a statutory authority within the Communications and the Arts portfolio of the Commonwealth Government. It is responsible for administering the telecommunications regulatory regime, which is established primarily through the Australian Communications and Media Authority Act 2005 (the ACMA Act) and the Telecommunications Act 1997 (the Telco Act).
The ACLC is established by the Telecommunications (Carrier Licence Charges) Act 1997 (the Act) to fund the activities of the ACMA, the Australian Competition and Consumer Commission (ACCC) and the Department of Communications and the Arts (DoCA) in regulating licensed telecommunications carriers and telecommunications services provided by carriers, so that those that create the need for the government activities, meet the cost of those activities. The ACLC for a financial year is imposed on a carrier licence that is in force at the beginning of that financial year and is payable by the holder of the licence. 
The costs of the ACMA’s other regulatory activities, such as those related to radiocommunications, internet content and broadcasting services, are not included in the ACLC. 
The amount of ACLC payable by a licensed telecommunications carrier for the 2017‑18 financial year will be based on their eligible revenue (within the meaning of the Telecommunications (Consumer Protection and Service Standards) Act 1999) for the 2016–17 financial year, as assessed by the ACMA. Carriers that were ‘non‑participating persons’ within the meaning of the Telecommunications (Participating Persons) Determination 2015 for the eligible revenue period that began on 1 July 2016 and ended 30 June 2017 are, in effect, exempted from paying the ACLC.[footnoteRef:2] It is appropriate that those who create the need for regulatory activities meet these expenses through the ACLC. Those who are non-participating persons, while operating in the telecommunications industry, do not create any substantial regulatory burden. [2:  The Minister for the Communications and the Arts made the Australian Communications and Media Authority (Annual Carrier Licence Charge) Direction 2017, which directs the ACMA to determine the ACLC of non-participating persons to be $0 for the financial year commencing 1 July 2017 and subsequent years. ] 

Generally, non-participating persons are carriers with initial sales revenue, gross telecommunications sales revenue or eligible revenue of less than $25 million for an eligible revenue period (that is, smaller carriers) and either:
the carrier lodges the required eligible statutory declaration with the ACMA within the specified time frame declaring as such, or 
the ACMA is otherwise reasonably satisfied that their revenue is below the stated threshold.[footnoteRef:3]  [3:  More information can be obtained from: www.acma.gov.au/Industry/Telco/Carriers-and-service-providers/Licence-fees-annual-levies-and-charges/eligible-revenue-portal-current-year.] 

Any carrier who held a carrier licence on 1 July 2017 and is not a non-participating person is required to pay the ACLC for the 2017–18 financial year, irrespective of whether they have surrendered their licence or had their licence cancelled subsequent to this date, and will be held liable for payment of the charge when it is due.
[bookmark: _Toc511634383][bookmark: _Toc532543390]1.3 	Stakeholders
Key stakeholders are telecommunications carriers, telecommunications carriage service providers, telecommunications industry bodies (for example, Communications Alliance) and telecommunications consumer bodies (for example, the Australian Communications Consumer Action Network). 
[bookmark: _Toc355953985][bookmark: _Toc385256315][bookmark: _Toc417990942][bookmark: _Toc511634384][bookmark: _Toc532543391][bookmark: _Toc355953986][bookmark: _Toc385256316][bookmark: _Toc417990943]2. 	Policy and statutory authority to undertake cost recovery
[bookmark: _Toc511634385][bookmark: _Toc532543392]2.1	Government policy approval to recover costs 
As an outcome of the Communications Portfolio Charging Review in the financial year 2014–15, the government confirmed the appropriateness of cost recovery for the following activities through the ACLC: 
the ACMA regulating telecommunications entities
the ACCC regulating telecommunications entities
developing industry codes by a telecommunications industry body or association under Part 6 of the Telco Act
contributing to the budget of the International Telecommunication Union (ITU)
contributing grants of financial assistance to consumer bodies to support consumer representation in the telecommunication sector.
Prior to 2014–15, the government made a series of decisions[footnoteRef:4] determining these activities to be the subject of cost recovery through the ACLC. [4:  www.budget.gov.au/1996-97/STATE4/STATE4.asp, 
www.budget.gov.au/2005-06/myefo/html/11_appendix_a-08.htm,
www.budget.gov.au/2009-10/content/bp2/html/bp2_expense-07.htm,
www.budget.gov.au/2009-10/content/myefo/html/appendix_a_07.htm,
www.budget.gov.au/2010-11/content/bp2/html/bp2_expense-04.htm,
www.budget.gov.au/2011-12/content/bp2/html/bp2_expense-04.htm,
www.budget.gov.au/2013-14/content/bp2/html/bp2_expense-23.htm,
www.budget.gov.au/2014-15/content/bp2/download/BP2_consolidated.pdf,
www.communications.gov.au/documents/2015-16-dept-comms-and-arts-paes.] 

[bookmark: _Toc355953988][bookmark: _Toc385256317][bookmark: _Toc417990944]The costs of these activities will be recovered by the ACMA through the ACLC and are reflected in Table 13, Financial estimates by activity.
[bookmark: _Toc511634386][bookmark: _Toc532543393]2.2	Statutory authority to impose cost recovery charges
Section 12 of the Act imposes an annual charge on carrier licences that are in force at the beginning of a financial year (1 July 2017 for the purposes of this CRIS).
Subsection 14(1) of the Act specifies that the amount of the charge to be imposed on a carrier licence is the amount ascertained in accordance with a written determination made by the ACMA. 
The Australian Communications and Media Authority (Annual Carrier Licence Charge) Direction 2017[footnoteRef:5] (the 2017 Direction) applies to carrier licences that were in force on 1 July 2017. The 2017 Direction requires the ACMA to make such determinations as are necessary under subsection 14(1) of the Act to have the effect of imposing an annual carrier licence charge in the amount of $0 on each carrier licence that is: [5:  This can be accessed from: https://www.legislation.gov.au/Details/F2017L00542. ] 

in force at the beginning of a relevant financial year[footnoteRef:6] [6:  The Direction 2017 defines relevant financial year as the financial year that begins on 1 July 2017 and each later financial year] 

held by a carrier that was a non-participating person for the eligible revenue period immediately preceding that financial year.
Accordingly, under the proposed Telecommunications (Annual Carrier Licence Charge) Determination 2018 to be made by the ACMA under subsection 14(1) of the Act, carriers who were non-participating persons for the 2016–17 eligible revenue period will, in effect, be exempted from the liability to pay the ACLC. 
Subsection 15(1) of the Act requires that the total of the charges that are imposed on carrier licences in force at the beginning of a financial year must not exceed the sum of the cost components identified in paragraphs 15(1)(a) to 15(1)(d) of the Act (see Table 1). Further information on these cost components is provided in Chapter 3 in this CRIS.
Structural components of the ACLC
	Reference in the Act
	Cost component

	15(1)(a)
	The ACMA’s cost component

	15(1)(b)
	The ACCC’s cost component[footnoteRef:7] [7:  This component may incorporate costs indirectly related to the MBA program, (for example administration costs, contract management and publishing of results costs) associated more generally with the ACLC.] 


	15(1)(c)
	ITU contribution

	15(1)(ca)
	Reimbursement of cost of developing or varying consumer protection related industry codes

	15(1)(d)
	Government grants—consumer representation and research



The ACMA will make a determination under subsection 14(1) of the Act that sets out the ACLC imposed on liable individual carrier licences, and the method of ascertaining the amount of the charge.
In accordance with subsection 15(1) of the Act, the ACMA will also make a separate determination specifying the amounts under paragraphs 15(1)(a), 15(1)(c) and 15(1)(ca) of the Act. 
The ACCC has made a determination[footnoteRef:8] specifying the costs described in paragraph 15(1)(b) of the Act.  [8:  This can be accessed from https://www.legislation.gov.au/Details/F2018L00784 ] 

All the determinations will be registered on the Federal Register of Legislation by the respective entities before the invoices are forwarded by the ACMA to the licensed carriers.
List of legislative instruments for imposition of the ACLC for the 2017–18 financial year
	Determination
	Made under

	Telecommunications (Annual Carrier Licence Charge) Determination 2018
(to be made by the ACMA)
	Subsection 14(1) of the Act

	Telecommunications (Specification of Costs by ACMA) Determination 2018
(to be made by the ACMA)
	Paragraphs 15(1)(a), (c) and (ca) of the Act

	Determination under paragraph 15(1)(b)
(made by the ACCC)
	Paragraph 15(1)(b) of the Act 

	Telecommunications (Carrier Licence Charges) Act 1997 — Determination under paragraph 15(1)(d) No. 1 of 2018[footnoteRef:9] [9:  This can be accessed from: https://www.legislation.gov.au/Details/F2018L00060. ] 

(made by the Minister for Communications)
	Paragraph 15(1)(d) of the Act



[bookmark: _Toc355953989][bookmark: _Toc385256318][bookmark: _Toc417990945][bookmark: _Toc511634387][bookmark: _Toc532543394]3.	Cost recovery model
[bookmark: basisorcharging]There are five distinct regulatory activities (cost components) that are included in the total amount of the ACLC and levied on carrier licences on an annual basis.
[bookmark: _Toc355953990][bookmark: _Toc385256319][bookmark: _Toc417990946][bookmark: _Toc511634388][bookmark: _Toc532543395]3.1	Determination of cost component for the ACMA’s activity
[bookmark: _Toc417990947][bookmark: _Toc511634389][bookmark: _Toc532543396]3.1.1	Outputs and business processes of the activity
This component (under paragraph 15(1)(a) of the Act) represents the ACMA’s costs incurred during the 2016–17 financial year in performing its telecommunications functions set out in section 8 of the ACMA Act, and in exercising its telecommunications powers as defined in section 7 of the Telco Act, except for functions and powers conferred on the ACMA by or under[footnoteRef:10]: [10:  Subsection 15(4) of the Act defines the terms ‘ACMA’s telecommunications functions’ and ‘ACMA’s telecommunications powers’ for the purposes of the Act. ] 

the Do Not Call Register Act 2006; or
the Telco Act, to the extent to which it relates to the Do Not Call Register Act; or
Part 6 of the Telco Act to the extent to which it relates to telemarketing activities (within the meaning of that Part).
As a regulator of the telecommunications industry, the ACMA exercises powers conferred by the following Acts relevant to the ACLC:
the Telco Act
the Telecommunications (Consumer Protection and Service Standards) Act 1999
Chapters 4 and 5 of the Telecommunications (Interception and Access) Act 1979
Part XIC of the Competition and Consumer Act 2010 (Competition and Consumer Act)
section 12 of the ACMA Act, in so far as it relates to the ACMA’s telecommunications functions.
The outputs in relation to the ACMA’s telecommunications activities are summarised below.
Regulation development 
Includes regulatory development under the existing legislative framework, including the promotion of self- and co-regulation and competition in the telecommunications industry, the development and variation of telecommunications industry standards; the conduct of research on matters affecting telecommunications regulations; and the management of technical regulatory arrangements.
The activities undertaken under this output include:
making authorisations relating to Integrated Public Number Database (IPND) Scheme and monitor and enforcing compliance with IPND requirements
considering red-tape reduction proposals 
coordinating deregulation agendas and reporting Regulator Performance Framework 
managing telecommunications labelling notices and standards
registering telecommunications operational codes
researching regulatory practice and design 
reporting on the cost of data retention and telecommunications sector security reforms
reporting on the number of disclosures of customer information and the costs of providing an interception capability; 
enforcing compliance with the requirement to submit interception capability plans
researching market developments
providing secretariat function to Emergency Call Service Advisory committee; monitoring and reporting on Emergency Call Person compliance
providing secretariat function to the Consumer Consultative Forum (CCF); ongoing consulting with stakeholders; educating industry and consumers on safeguards
setting cabling standards and rules
providing staff resources associated with National Broadband Network (NBN) and Reconnecting the Customer (RTC) research
making submissions to range of consumer safeguards consultation processes. 
Industry monitoring and NBN
Includes monitoring and reporting on the service performance and compliance of telecommunications organisations with regulatory obligations, monitoring consumer safeguards that establish minimum performance standards, and monitoring the implementation of appropriate NBN standards and codes.
The activities undertaken under this output include:
providing advice on parts 7 and 8 of the Telco Act
assessing compliance, approving reports and dealing with complaints about the customer service guarantee, National Relay Service and pay phones.
Compliance and enforcement
Involves handling complaints from the telecommunications industry and consumers, compliance monitoring of devices subject to labelling arrangements and telecommunications cabling, compliance monitoring of electromagnetic activities, compliance with consumer protection codes, undertaking audit programs, issuing warning notices and directions to comply, and taking other enforcement actions.
The activities undertaken under this output include:
designing, preparing and delivering the national cabling inspection program
taking enforcement action resulting from non-compliance with TCP Code
investigating non-compliant cabling work 
managing complaints relating to cabling and telecommunications equipment compliance
managing outsourced arrangements and numbering allocation
monitoring and preliminary enquiries into compliance with consumer safeguards such as the Mobile Premium Service Code, TCP Code and International Mobile Roaming Standard
processing exemptions and dealing with complaints about number portability, pre-selection and industry codes
responding to providers’ queries about the Telecommunications Industry Ombudsman's (TIO) scheme; handling TIO referrals about potential non-compliance with the scheme; making preliminary enquiries and investigating compliance with the scheme; considering exemption requests
revenue collection and compliance.
Licensing and number allocation
Includes planning, development and management of telecommunications licences, and the planning, development, allocation and maintenance of telecommunications numbers. Issuing licences and allocating certain numbers, such as geographic, free-phone, local rate and premium numbers are not included, as these services are delivered on a fee-for-service basis.
The activities undertaken under this output also include:
administering the carrier licensing regime
granting permits and considering submarine protection zone applications.
Other outputs
All other outputs in relation to the ACMA’s telecommunications functions and powers are considered in this category, including dealing with the telecommunications industry on national interest issues.
The activities undertaken under this output include:
administering the carrier licence charging arrangement
coordinating international engagement with the ITU–Telecommunications Sector.
Further details about the ACMA’s telecommunications activities are set out in the ACMA’s annual report.[footnoteRef:11] [11:  ACMA Annual report 2016–17, can be accessed from: www.acma.gov.au/theACMA/Library/Corporate-library/Corporate-publications/annual-report.] 

[bookmark: _Toc417990948][bookmark: _Toc511634390][bookmark: _Toc532543397]3.1.2	Costs of the activity
Determining the ACMA’s costs to be recovered under the ACLC is subject to a rigorous process using an Activity Based Costing (ABC) system. The system tracks direct and support (indirect) costs and the type of expenses incurred by the ACMA in exercising its telecommunications functions and powers. As in prior years, time is used as a primary means of allocating direct costs to activities, while support costs are allocated using an appropriate cost driver (further detail on cost drivers is provided later in this section). 
The ACMA conducts agency-wide surveys twice a year to ensure the allocation base for the ABC model remains accurate. 
Table 3 provides details for the direct costs and support costs of the ACMA’s components at an output level.
The ACMA’s component at output level, 2017–18 (based on 2016–17 costs)
	Output
	Direct cost 
($)
	Support cost ($)
	Total cost 
($)

	Regulation development  
	3,025,497
	3,500,724
	6,526,221

	Industry monitoring and NBN
	523,096
	644,841
	1,167,937

	Compliance and enforcement
	2,006,832
	3,004,465
	5,011,297

	Licensing and number allocation
	504,429
	763,996
	1,268,425

	Other outputs
	58,086
	272,053
	330,139

	Total costs
	6,117,940
	8,186,079
	14,304,019



Direct costs are those costs that are directly attributed to outputs and activities performed by the relevant operational areas[footnoteRef:12] that are directly involved in service provision. Direct costs include direct staff salaries and other expenses (for example, contractors, consultants, suppliers, office consumables, travel) in relation to the operational areas carrying out telecommunications activities. These direct costs are attributed to their activities based on information provided via the agency-wide survey, which reflects the consumption of resources relevant to telecommunications functions and powers.  [12:  Relates to the Communications Infrastructure Division; Content, Consumer and Citizen Division and part of the Corporate and Research Division of the ACMA.] 

Support costs are those costs not directly attributed to any particular output or activity. The support costs relate to the cost of services provided by corporate services, which include information technology (IT), finance, human resources, facilities, legal, Authority and other corporate services. The support costs not only include indirect costs (overheads) such as depreciation and occupancy expenses, but also all support service areas such as staff salaries, contractors, consultants, suppliers and other expenses. Whereas direct costs do not include overhead costs as they form part of the support costs. As a result, the support costs are comparatively higher than the direct costs.
As the support costs cannot be directly attributed to an output or activity, they are allocated to activities performed by the direct cost centres using the most suitable cost drivers (shown in Table 4), which can be reliably measured. 
Table 4:	Allocation of ACMA’s support costs (cost drivers)
	Category
	Cost driver

	Authority
	Recipient cost centre average staffing level (ASL)

	People and finance
	Recipient cost centre ASL

	Media
	Recipient cost centre ASL

	Information and facilities
	Recipient cost centre ASL

	Property operating expenses
	Number of work stations

	Asset usage
	Percentage split based on asset usage

	Legal
	Percentage split based on resource usage



Table 5 outlines a breakdown of expenses for the ACMA’s component for the 2016–17 financial year in comparison to the previous year. The employee costs include salaries and staff on-costs and the operating costs essentially relate to expenses incurred, including contractors, consultants, travel, supplies and occupancy. Depreciation and write-offs of non-financial assets represent the loss of service potential of assets attributable to the telecommunications services for the ACLC. These costs are subsets of both the direct and indirect costs shown in Table 3. 
Table 5:	The ACMA’s cost component
	Costs
	2017–18
(based on 2016–17 costs)
	2016–17
(based on 2015–16 costs)
	% change*

	Employees
	$9,107,688
	$9,799,411
	(7.1%)

	Operating
	$3,062,674
	$2,693,254
	13.7%

	Depreciation and write-off
	$2,267,896
	$1,995,752
	13.6%

	Total ACMA costs
	$14,438,258
	$14,488,417
	(0.3%)

	Less: Revenue received from activities delivered on a fee-for-service basis (see Attachment A—Telecommunications activities not included in the ACLC)
	$134,239
	$83,908
	60.0%

	Total costs for ACLC
	$14,304,019
	$14,404,509
	(0.7%)


*increase/(decrease)
The ACMA’s cost component has not changed significantly from the previous financial year, decreasing by 0.7 per cent ($0.1 million). During the 2017–18 financial year, the ACMA has issued more licences compared to the 2016–17 financial year. Although it required more resources, the ACMA has achieved a reduction of its costs with efficient use of its existing resources.
The ACMA’s costs take all productivity gains and operational savings into account, including the efficient use of resources as a result of the application of an efficiency dividend. In addition, a benchmarking assessment is currently being undertaken. The outcome of this assessment will be incorporated in the CRIS for the 2018–19 financial year. 
The ACLC does not include the costs associated with the telecommunications services listed in Attachment A, as they are either budget-funded or delivered on a fee‑for‑service basis.
[bookmark: _Toc417990949][bookmark: _Toc511634391][bookmark: _Toc532543398]3.2	Determination of cost component for the ACCC’s activity
[bookmark: _Toc417990950][bookmark: _Toc511634392][bookmark: _Toc532543399]3.2.1	Outputs and business processes of the activity
This component (under paragraph 15(1)(b) of the Act) represents the ACCC’s costs incurred during 2016–17 in exercising its telecommunications functions and powers.
Part XIC of the Competition and Consumer Act contains the framework for economic regulation of the communications industry. The ACCC is responsible for:
conducting inquiries into which communications services should be regulated
conducting inquiries into the making of access determinations for regulated services that will contain price (or a method of ascertaining price) and non-price terms and conditions of access
making binding rules of conduct (if needed) to address specific competition issues
investigating allegations of access providers failing to comply with the standard access obligations and/or non-discrimination obligations in the Competition and Consumer Act
assessing special access undertakings (SAUs), which if accepted by the ACCC, will provide terms and conditions for access to regulated services. 
Part XIB of the Competition and Consumer Act enables a quick response to instances of anti-competitive conduct in the communications industry and allows the ACCC to impose specific information-gathering obligations on industry participants to assist with the ACCC’s administration and enforcement of the Competition and Consumer Act. The ACCC’s responsibilities under Part XIB include:
investigating allegations of anti-competitive conduct
considering exemption applications for anti-competitive conduct
reporting as part of the mandatory and discretionary reporting requirements
monitoring industry, including the NBN Wholesale Indicators Report, the Telstra Customer Access Network snapshot, the Telstra Economic Model reports, and Regulatory Accounting Framework.
The ACCC also has responsibilities under the Telco Act for facilities access and structural reform. This includes monitoring Telstra’s compliance with its structural separation undertaking (SSU) and planning for migrating services to the NBN. As well as the ACCC’s specific statutory obligations, it also has resources dedicated to:
conducting market and competition analysis and investigations (especially under Part IV of the Competition and Consumer Act) for content, media and application services delivered over communications networks
considering engineering issues relevant to its statutory role in the communications sector 
advising other areas of the ACCC on implications of convergent technologies in the context of mergers, adjudication and enforcement activities
formulating briefing material and submissions to major government reviews, such as inquiries regarding the NBN, Senate estimates and other public inquiries
drafting speeches and public presentations for commissioners and senior managers.
The key communications outputs are outlined below.
Industry structure and compliance
commencing a market study to examine consumer and competition issues in the communication sector as it undergoes a fundamental change with the rollout of the NBN and new technologies
reporting annually to the Minister for Communications and the Arts on Telstra’s compliance with its SSU, while continuing to monitor Telstra’s compliance with the SSU and investigating potential breaches of the SSU by Telstra, including an audit in 2016–17 of Telstra’s remediation of IT systems to safeguard against its previously reported information security concerns
issuing annual telecommunications report, Competition in the Australian telecommunications sector 2016–17
improving marketing practices for broadband services to promote compliance with Australian Consumer Law and encourage more informed communications markets. In 2016–17, this included running a public inquiry, issuing principles, running a tender for a testing services provider for a broadband performance monitoring program and investigating false and misleading speed claims
providing advice to other government agencies and departments on request about competition issues arising from restructuring the communications sector towards a wholesale-only access model
undertaking compliance and enforcement activities regarding the Competition and Consumer Act and wholesale telecommunications markets (Part IV, Part XIB, NBN SAU and Telstra SSU), which included establishing a monitoring regime in 2016–17, concerning Telstra’s role as a service delivery partner to NBN Co Limited (NBN Co)
consulting and engaging with industry on a range of regulatory matters, including variations and additions to the Telstra Migration Plan
participating in a number of industry-led working groups and forums with important implications for competition and consumer outcomes.
Mobiles, transmission and consumer (including NBN)
monitoring NBN Co’s compliance with, and performing other functions under NBN Co’s SAU (given by NBN Co and accepted by the ACCC in late 2013), which sets out price and non-price terms of access to the NBN
assessing a variation proposed by NBN Co to the SAU accepted by the ACCC in 2013 and issuing a draft decision
assessing a further variation proposed by NBN Co to the SAU and NBN pricing issues
issuing final determinations on the NBN Co SAU annual revenue determination (Long Term Revenue Constraint Methodology determination) for 2016–17
undertaking NBN pricing and SAU financial/pricing compliance
providing advice to other areas on matters such as mergers or authorisation applications relating to transmission markets and compliance and consumer matters relating to NBN
undertaking an inquiry about whether to declare a domestic mobile roaming access service
considering compliance with the access terms and conditions for the SMS terminating access service and the domestic transmission capacity service
representing the ACCC on the TCP Code review
examining NBN consumer experience issues and possible regulatory intervention
providing advice to ministers, other government agencies and departments on request (on NBN non-commercial funding options, transmission and aggregation markets, and market developments)
maintaining and collecting data through the Infrastructure and Exchange Facilities Record Keeping Rules
maintaining, collecting and analysing data through the NBN SIOs Record Keeping Rules
consulting and engaging with stakeholders on spectrum-related matters
progressing related issues about facilities access service and points of interconnection (POI)
consulting and engaging with industry on a range of regulatory matters, including telecommunications consumer issues, numbering, consumer issues about NBN migration, and mobiles and transmission markets.
Wireline markets
responding to a Judicial Review of access determinations setting out the access terms and conditions for fixed line services, which include price and non-price terms and conditions
completing the guideline for Part XIC declaration provisions for telecommunications services
conducting an inquiry into the Local Bitstream Access Service and Superfast Broadband Access Service final access determinations 
issuing annual telecommunications report, Changes in the prices paid for telecommunications services in Australia 2016–17 (Division 12 report)
reviewing the Division 12 Record Keeping Rules and methodology for determining changes in prices paid for telecommunications services
providing advice to other government agencies and departments on request
consulting and engaging with industry on a range of regulatory matter
collecting and maintaining data through the Regulatory Accounting Framework Record Keeping Rules
accessing agreements in relation to lodgement of quarterly reports.
Other outputs
All other outputs in relation to the ACCC’s telecommunications functions and powers are considered in this category, including strategic liaison and coordination of regulatory affairs.  
[bookmark: _Toc417990951][bookmark: _Toc511634393][bookmark: _Toc532543400]3.2.2	Costs of the activity
The determination of the ACCC’s costs to be recovered under the ACLC is based on a cost allocation model. There has been no change in the methodology used to determine the costs from the previous financial year. Both direct and support (indirect) costs incurred by the ACCC in exercising its telecommunications functions and powers are captured by the model. Telecommunication activities are aligned to discrete cost centres to capture direct costs. Support costs are allocated using an appropriate cost driver (further detail on support costs is provided later in this section). 
The activity costs produced by the ACCC’s cost allocation model for 2016–17 are based on the cost of services in accordance with the ACCC’s 2016–17 audited financial statements.
Delivery costs of the Measuring Broadband Australia program (MBA program) (Cost Recovery Implementation Statement – Addendum: Measuring Broadband Australia program is provided on the ACMA website), which formally commenced in July 2017, are not included in the ACLC cost calculations. Supplier costs for that program are tracked separately. However, please note:
Staff working in the ACCC’s telecommunications regulation function in 2016–17 incurred costs related to the MBA program’s establishment, including the tender process. These costs are included in the 2017–18 ACLC calculation.  
Responsibility for any investigative and regulation work resulting from the MBA program’s findings will fall to ACCC staff as part of their business-as-usual telecommunications regulation function. These costs will be included in future ACLC calculations.
Table 6 provides details for the direct and support costs of the ACCC’s component at an output level.
Table 6: The ACCC’s component at output level, 2017–18 (based on 2016–17 costs)
	Output activity
	Direct costs
	Support costs
	Total 
cost

	Industry structure and compliance
	$2,741,338
	$1,698,209
	$4,439,547

	Mobiles, transmission and consumer (including NBN)
	$2,644,238
	$1,638,057
	$4,282,295

	Wireline markets
	$2,022,623
	$1,252,978
	$3,275,601

	Other outputs
	$686,473
	$425,257
	$1,111,730

	Total costs
	$8,094,672
	$5,014,501
	$13,109,173



Direct costs are the costs incurred directly by the ACCC’s communications function housed within the ACCC’s Infrastructure Regulation Division. These costs are attributed to discrete cost centres aligned with the telecommunication output activities. They include staff salaries and other expenses for the communications function carrying out the activities (for example, contractors, consultants, suppliers, travel and office consumables). An annual review of executive effort related to the telecommunication function provides a consistent approach for capturing costs into the allocation model.
The support costs are the costs incurred by the ACCC’s corporate divisions, including finance, human resources, legal, property, IT, and regulatory. The costs include all support staff salaries and other expenses in relation to corporate support services (for example, consultancies, suppliers, depreciation and property/accommodation). These costs are allocated to activities using three cost drivers: non-legal expenditure, legal expenditure and average staff levels (ASL):  
non-legal expenditure driver—allocates corporate costs not easily attributed to usage or headcount (for example, executive governance, assurance and strategic support)
ASL driver—allocates overhead costs that are driven more by staffing than expenditure (for example, human resources, IT support and property costs)
legal driver—allocates the in-house legal support function, based on a proportion of usage. 
The output costs reported in Table 6 are the lowest cost object captured by the ACCC. As an activity-based cost system is not used by the ACCC, these costs are captured at cost object level. 
Table 7 sets out the allocation method applied to each of the corporate categories.
Table 7:	Allocation of ACCC’s support costs
	Category
	Cost driver
	Allocation method

	Executive
	Non-legal costs
	Percentage allocation based on the proportion of the communications function component to the ACCC’s operational divisions* component

	Corporate management
	
	

	Corporate services
	
	

	Finance
	
	

	Strategic communications
	
	

	Information and technology
	ASL
	

	Human resources
	
	

	Property
	
	

	Asset usage
	
	

	Legal
	Legal costs
	


*ACCC’s operational divisions perform consumer and competition regulatory and enforcement functions.
The ACCC’s component for 2017–18 has been calculated at $13,109,173. This represents a $531,850 (3.9 per cent) decrease from the previous year, which is largely the result of a $398,129 reduction in consultancy costs and $157,309 in legal costs. Legal and consultancy support for cyclical telecommunications access determinations occurred more frequently in 2015–16 than 2016–17. The Legal and consultancy cost reductions are offset by a minor increase in employee costs of $79,444.  
Table 8:	The ACCC’s cost component
	Costs
	2017–18
(based on 
2016–17 costs)
	2016–17
(based on 
2015–16 costs)
	% change*

	Employees
	$9,438,026
	$9,358,582
	0.8%

	Consultancy and travel
	$368,941
	$784,481
	(53.0%)

	Overheads 
	$3,302,206
	$3,497,960
	(5.6%)

	Total costs
	$13,109,173
	$13,641,023
	(3.9%)


*increase/(decrease).
[bookmark: _Toc417990952][bookmark: _Toc511634394][bookmark: _Toc532543401]3.3	Determination of cost component for the ITU activity
[bookmark: _Toc417990953][bookmark: _Toc511634395][bookmark: _Toc532543402]3.3.1	Outputs and business processes of the activity
This cost component (under paragraph 15(1)(c) of the Act) relates to the Commonwealth’s annual contribution to the ITU budget associated with telecommunications for the calendar year 2017. The applicable amount is calculated by DoCA. 
The ITU is the specialised United Nations agency responsible for international cooperation for the use of telecommunications and the radiofrequency spectrum. It establishes treaty agreements and recommends standards for telecommunications and radiocommunications (including satellite) services. There are 193 member states of the ITU and more than 700 non-government members. DoCA manages Australia's membership and engagement in the ITU. Australian organisations, both government and private, engage with the ITU. As the ITU forms part of the regulatory framework, it is appropriate to attribute ITU costs to the licensed carriers through the ACLC.
The ITU’s work is carried out by three sectors:
Radiocommunication Sector (ITU-R)—manages the finite natural resources of the radiofrequency spectrum and satellite orbits
Development Sector (ITU-D)—assists developing countries with information and communication technologies (ICTs), including promoting access to ICTs and actions that narrow the digital divide 
Telecommunication Standardisation Sector (ITU-T)—develops voluntary standards called ITU-T Recommendations. 
The ITU is responsible for a number of treaties, including:
the ITU Constitution and Convention, which governs the organisation and its engagement 
the Radio Regulations, which governs the use of radiofrequency spectrum
the International Telecommunication Regulations, which facilitate the interconnection of international telecommunication services. 
[bookmark: _Toc417990954][bookmark: _Toc511634396][bookmark: _Toc532543403]3.3.2	Costs of the activity
The Commonwealth contributions to the ITU are made by DoCA each year as appropriated in the budget process. The contribution for the 2017 calendar year was 4,725,000 Swiss Francs (AUD 6,442,157, using the exchange rate at the time payment was made). 
This represents a return to the normal level of funding after a slight decrease for the 2016 calendar year, when part of the contribution was affected by the government’s decision to reduce all discretionary official development assistance by 20 per cent for the 2015–16 financial year. 
The ITU has provided the following output costs for 2017 in Swiss Francs: ITU-T, 26,166,000; ITU-R, 57,971,000. To determine the telecommunication component of the Commonwealth’s 2017 contribution, DoCA has considered ITU-T’s share of the combined output costs for ITU-T and ITU-R. As outlined in Table 8, the component of the contribution associated with ITU-T activities is AUD 2,003,511. This is a decrease of AUD 258,567 from the previous year, due to differences in exchange rates at time of payment and a decrease in the ITU-T expenditure relative to ITU-R expenditure in 2017.
Table 9 provides the comparison of ITU contributions for the calendar years 2016 and 2017.
Table 9: Costs associated with ITU-T and ITU-R activities
	
	ITU-T
	ITU-R
	Total

	
	AUD
	AUD
	AUD

	2017
	2,003,511  
	4,438,646  
	6,442,157 

	2016
	2,262,078  
	4,522,800  
	6,784,878  

	Increase/(decrease)
	(11.43%)  
	(1.86 %)  
	(5.05 %) 

	Ratio 2017
	31.10%  
	68.90%  
	 

	Ratio 2016
	33.34%  
	66.66%  
	 

	
	Swiss Francs
	Swiss Francs
	Swiss Francs

	2017
	1,469,475 
	3,255,525  
	4,725,000 

	2016
	1,538,666  
	3,076,408  
	4,615,074  

	Increase/(decrease)
	(4.50%)  
	5.50%  
	 

	Ratio 2017
	31.10%  
	68.90%  
	 

	Ratio 2016
	33.34%  
	66.66%  
	 



[bookmark: _Toc417990955][bookmark: _Toc511634397][bookmark: _Toc532543404]3.4	Determination of cost component for the development or variation of consumer protection codes
[bookmark: _Toc417990956][bookmark: _Toc511634398][bookmark: _Toc532543405]3.4.1	Outputs and business processes of the activity
This component (under paragraph 15(1)(ca) of the Act) represents the sum of the amounts paid under section 136C of the Telco Act for the immediately preceding financial year (the 2016–17 financial year). Section 136C of the Telco Act requires the ACMA (providing certain statutory preconditions are met) to make a payment on behalf of the Commonwealth to reimburse the costs incurred by a telecommunications industry body or association for the development or variation of an industry code (the output of this activity). 
The industry body or association must first have obtained a declaration from the ACMA under section 136B of the Telco Act to be eligible for a cost claim and, within two years, provide a detailed claim in relation to the code development or variation costs. The cost of the development or variation of an industry code is required to be verified by an independent auditor at the time the code or variation is submitted to the ACMA and must be assessed by the ACMA as a refundable cost prior to any payment being made.
Communications Alliance Ltd (CA) is an industry body that represents the telecommunications industry and develops codes as required. The codes CA develops for the purpose of reimbursement must deal with matters relating to the relationship between carriage service providers and their retail customers. The industry codes are a key component of the co-regulatory approach to regulation in the telecommunications sector and provide consumer protection in an efficient manner with a low regulatory burden on industry. Industry codes, as a form of co-regulation, form part of the telecommunications regulatory framework and it is appropriate to attribute these costs to the licensed carriers through the ACLC.
[bookmark: _Toc417990957][bookmark: _Toc511634399][bookmark: _Toc532543406]3.4.2	Costs of the activity
For the 2015–16 financial year, the ACMA paid $86,258 to CA for the development of chapters 1 to 8 and variation of Chapter 9 of the Telecommunications Consumer Protection Code: C628. However, no payment was made by the ACMA for the 2016–17 financial year as no claim for reimbursement was received from CA.
The funding for this activity is provided through a special budget appropriation, which does not exceed $300,000 per annum. 
[bookmark: _Toc417990958][bookmark: _Toc511634400][bookmark: _Toc532543407]3.5	Determination of cost component for government grant for consumer representation program
[bookmark: _Toc417990959][bookmark: _Toc511634401][bookmark: _Toc532543408]3.5.1	Outputs and business processes of the activity
Under section 593 of the Telco Act, the Minister of Communications and the Arts, on behalf of the Commonwealth, has the power to ‘make a grant of financial assistance to a consumer body for purposes in connection with the representation of the interests of consumers in relation to telecommunications issues’. The total grant likely to be made for the 2017–18 financial year was determined by DoCA.
Since 2009–10, this grant has been provided only to the Australian Communications Consumer Action Network (ACCAN). ACCAN is provided with around $2 million per annum as part of a third multi-year funding agreement until 31 May 2022. Milestone payments for completing each stage of the activity, as set out in the funding agreement, are made directly by DoCA as the Commonwealth delegate. 
ACCAN represents consumer interests in telecommunications, conducts research on current and emerging issues, and disseminates educational material to consumers. ACCAN coordinates responses to government-initiated processes and conducts conferences and workshops. Consumer education and advocacy form part of the telecommunications regulatory framework and it is appropriate to attribute these costs to the licensed carriers through the ACLC.
ACCAN operates a competitive Independent Grants Scheme, which allows individuals and organisations to undertake research or representation projects in the interest of the telecommunications consumer. Further information can be obtained from ACCAN’s website at www.accan.org.au.
[bookmark: _Toc417990960][bookmark: _Toc511634402][bookmark: _Toc532543409]3.5.2	Costs of the activity
DoCA estimates that for the 2017–18 financial year, the total amount of grants likely to be made under section 593 of the Telco Act will be $2.261 million, as set out in Table 10.
Table 10:	Consumer representation grant program
	Expense
	Cost ($million)

	Employee expenses
	1.393

	Administration expenses
	0.457

	Independent grants program research projects
	0.352

	Committee expenses, travel, accommodation
	0.059

	Total
	2.261


[bookmark: calculationofcosts]These cost estimates were provided by ACCAN as part of the funding agreement.
[bookmark: _Toc355953991][bookmark: _Toc385256320][bookmark: _Toc417990961][bookmark: _Toc511634403][bookmark: _Toc532543410]3.6	Design of cost recovery charges
The ACLC is imposed as a levy, which is considered appropriate as it encompasses a number of regulatory and other activities that may not be easily or cost effectively be attributed to individual licensed carriers and therefore translated into direct fees, but can be attributed to the telecommunications industry as a group. The use of a carrier’s eligible revenue to calculate the carrier’s ACLC provides a reasonable reflection of effort and costs, and industry understands and accepts this methodology. Furthermore, the eligible revenue of licensed carriers is utilised for the calculation of the Telecommunications Industry Levy imposed under the Telecommunications (Consumer Protection and Service Standards) Act 1999 (TCPSS Act).
[bookmark: OLE_LINK13][bookmark: OLE_LINK14]Establishment of individual levy amounts
For the purpose of ascertaining the levy for liable individual licensed carriers, their ‘eligible revenue’, as assessed by the ACMA, will be used as a basis for allocating the total ACLC. There will be no change in the method for the calculation of individual charges from determination of the ACLC made by the ACMA in the previous year.
In accordance with the 2017 Direction, non-participating persons (that is, the smaller carriers) are exempted from the liability to pay the ACLC. While the total ACLC includes costs that may be incurred by the ACMA in regulating non-participating persons, the ACMA estimates that the financial impact of exempting non-participating persons from the liability to pay the ACLC is insignificant. 
An exposure draft of the Telecommunications (Participating Persons) Determination 2015, which provides exemption for non-participating persons from the requirement of lodging an eligible revenue return to the ACMA, and consequently, an exemption from paying the ACLC, was provided to carriers (who were participating persons in prior eligible revenue periods for consultation) in June 2015. No issues were raised during this consultation. The methodology adopted for the calculation of individual levies will continue to be applied. This is one of the telecommunications regulatory reforms undertaken by the Australian Government to reduce unnecessary red tape and to establish a more cost-effective approach to cost recovery arrangements. The 2017 Direction is a legislative instrument, which the ACMA is required to comply with.
[bookmark: _Toc260128315][bookmark: _Toc261431684][bookmark: _Toc261431816][bookmark: _Toc316465934]The ACMA annually collects written eligible revenue returns from the telecommunications industry to assess the eligible revenue of each participating person (as defined in the TCPSS Act). These amounts relate to the preceding financial year (2016–17) for the purposes of calculating the individual ACLC for 2017–18. 
The following formula is used for allocating the total charge to liable individual carriers, when the applicable eligible revenue amounts become available:

Where:
MCA is the maximum charge amount
OTC is the other telecommunications charges[footnoteRef:13] [13:  This is the amount of the ACMA’s costs for the immediately preceding financial year that is attributable to the ACMA’s telecommunications functions and powers, but has been met from telecommunications charges other than the ACLC (see Attachment A).] 

ER is the individual carrier’s eligible revenue
TER is the total eligible revenue.
The ‘ER/TER’ determines the individual proportion of the carrier’s assessed eligible revenue relative to the total assessed eligible revenue for those carriers that are liable to pay the ACLC. In summary, the formula allocates the total ACLC to the individual carriers, in the same proportion as their assessed eligible revenue bears to the total assessed eligible revenue of all participating persons. 
The summary of all components identified in paragraphs 15(1)(a) to 15(1)(d) of the Act (that is, sections 3.1, 3.2, 3.3, 3.4 and 3.5 in this CRIS) is provided in Table 11.
Table 11:	ACLC summary by cost component
	Reference in the Act
	Cost component
	2017–18 ACLC
Actual[footnoteRef:14] [14:  The Act requires the components under paragraph 15(1)(a), 15(1)(b) and 15(1)(ca) to be calculated on the costs that are incurred in the financial year immediately preceding the financial year (the 2016–17 financial year) for which the charges are imposed. The cost component under paragraph 15(1)(c) relates to the calendar year (the 2017 calendar year) in which the beginning of the financial year for imposing the ACLC occurs. The component under paragraph 15(1)(d) relates to the 2017–18 financial year.] 


	15(1)(a)
	ACMA’s cost component
	$14,304,019

	15(1)(b)
	ACCC’s cost component
	$13,109,173

	15(1)(c)
	ITU contribution
	$2,003,511

	15(1)(ca)
	Development or variation of consumer protection related industry codes 
	0

	15(1)(d)
	Government grants—consumer representation and research
	$2,261,000

	Total
	$31,677,703



The ACLC amounts payable by carrier licensees for the period 1 July 2017 to 30 June 2018 are set out in Attachment C with relevant calculations.

[bookmark: _Toc355953993][bookmark: _Toc385256321][bookmark: _Toc417990962][bookmark: _Toc511634404][bookmark: _Toc532543411]4. 	Risk assessment
The ACMA has carried out a risk assessment for each component of the 2017–18 ACLC, resulting in an overall rating of medium. The individual ratings for each cost component are shown in Table 12 and are based on assessment of the criteria in the Charging Risk Assessment.[footnoteRef:15]. [15:  This is available on http://www.finance.gov.au/resource-management/charging-framework/risk-assessment-template/.] 

Table 12:	Risk ratings for ACLC components 
	Reference in the Act
	Cost component
	Risk rating

	15(1)(a)
	ACMA’s cost component
	Medium

	15(1)(b)
	ACCC’s cost component
	Medium

	15(1)(c)
	ITU contribution
	Medium

	15(1)(ca)
	Development or variation of consumer protection related industry codes 
	Low

	15(1)(d)
	Government grants—consumer representation and research
	Low

	Overall rating
	Medium



The overall risk rating of medium was derived mainly due to the amount involved in this cost recovery arrangement, which exceeded $10 million for paragraphs 15(1)(a) and (b) of the Act, and because the amount to be recovered through ACLC for paragraph 15(1)(c) of the Act has decreased by more than 10 per cent. However, there are no complexities associated with this charging regime as there are no changes to the existing cost recovery arrangement from the previous year. The ACLC is being charged as a levy and does not require any new legislation to be passed by the parliament, nor does it involve working with state, territory or local government entities. 
[bookmark: _Toc417990963][bookmark: _Toc511634405][bookmark: _Toc532543412]5. 	Stakeholder engagement
The ACMA regularly consults with stakeholders about telecommunications regulatory matters. In 2016–17, the ACMA consulted on a number of matters, including:
telecommunications numbering charges
numbering plan variation 
integrated public number database scheme
identity-checking requirements for prepaid mobile services
administration of existing legislative and regulatory arrangements
remaking certain telecommunications legal instruments.
The ACCC has engaged with stakeholders through price-setting consultations and regulatory matters. The key areas of consultation in 2016–17 included:  
promoting competition to ensure an efficiently functioning communications market
regulating access to infrastructure to support continuing competition and efficient investment in fixed-line, mobiles and transmission markets while transitioning to the NBN  
promoting competition through regulation of the NBN and encouraging transparency and appropriate consumer safeguards in the migration to the NBN 
monitoring industry consolidation and the impact on competition within the communications market.
As part of maintaining an active involvement with industry, the ACMA provided an opportunity for stakeholders to provide feedback on the ACMA’s 2017–18 ACLC proposal, which involves making new charges determinations under sections 14 and 15 of the Act.
A consultation paper and a draft version of this CRIS were published on the ACMA’s website for a six-week period from 16 April 2018 for public comment. There were two submissions received from Telstra and Communications Alliance Ltd. While both submissions proposed a review of the current eligible revenue threshold of $25 million, set out in the Telecommunications (Participating Persons) Determination 2015, Telstra proposed more disclosure (see Attachment D) in order to further improve transparency regarding determination of the ACLC.
A summary of issues or recommendations resulting from the consultation is provided in Attachment D.
[bookmark: _Toc355953992][bookmark: _Toc385256322][bookmark: _Toc417990964][bookmark: _Toc511634406][bookmark: _Toc532543413] 6. 	Financial estimates
Financial estimates for each component of the ACLC for the financial year 2017–18 and three forward years are provided in Table 13. 
Table 13:	Financial estimates by activity
	Ref. in the Act
	Component
	2017–18 budget
	2017–18 revised budget
	2018–19 budget
	2019–20 budget
	2020–21 budget

	
	
	($million)
	($million)
	($million)
	($million)
	($million)

	15(1)(a)
	ACMA expenses
	14.405
	14.304
	14.304
	14.304
	14.304

	15(1)(b)
	ACCC expenses 
	13.241
	11.849
	11.849
	11.849
	11.849

	15(1)(c)
	ITU contribution
	2.265
	2.030
	2.020
	1.996
	2.031

	15(1)(ca)
	Development or variation of consumer protection related industry codes
	0.300
	0.300
	0.300
	0.300
	0.300

	15(1)(d)
	Government grants—consumer representation and research
	2.272
	2.261
	2.296
	2.326
	2.365

	Total expenses
	32.483
	30.744
	30.769
	30.775
	30.849

	15(1)(a)
	ACMA revenue
	14.405
	14.304
	14.304
	14.304
	14.304

	15(1)(b)
	ACCC revenue
	13.280
	13.109
	11.849
	11.849
	11.849

	15(1)(c)
	ITU contribution
	2.267
	2.004
	2.051
	1.996
	1.996

	15(1)(ca)
	Development or variation of consumer protection related industry codes
	0.300
	0
	0.300
	0.300
	0.300

	15(1)(d)
	Government grants—consumer representation and research
	2.272
	2.261
	2.296
	2.326
	2.365

	Total revenue
	32.524
	31.678
	30.800
	30.775
	30.814

	Balance
	0.041
	0.934
	0.031
	0.000
	(0.035)



The revenues have been calculated in accordance with the Act. The Act requires the components under paragraph 15(1)(a), 15(1)(b) and 15(1)(ca) to be calculated on the costs that are incurred in the financial year immediately preceding the financial year for which the charges are imposed. As a result, the revenues for 15(1)(a), 15(1)(b) and 15(1)(ca) are based on the previous year’s expenditure. Under the Act, the cost component under paragraph 15(1)(c) relates to the calendar year in which the beginning of the financial year for imposing the ACLC occurs. In order to translate the expenditure incurred in the calendar year to the respective fiscal year, an average expenditure of two consecutive calendar years is used. This creates a lag in recognising the revenue, which has resulted in a surplus or deficit balance (that is, a timing difference) for each financial year. 
The level of expenditure for the ACMA is not expected to change significantly. 
The forecasts for the ACCC do not include any expenditure or revenues from the MBA program. These have been disclosed separately in Attachment B. The estimated decrease in expenses for the ACCC from 2017–18 is mainly due to a lower proportion of overheads being allocated to the ACLC. Specifically, the ACCC has received funding for additional inquiry and priority work that will finish over different times (one to five years). The Australian Energy Regulator (AER), which forms part of the ACCC, has been provided additional ongoing funding to strengthen its capacity to regulate Australia’s energy markets. The result of these changes will lead to overhead allocations being absorbed by a larger base, and therefore, reduce the overheads calculated as part of the ACLC function. Information on the additional funding received by the ACCC is contained in its 2017–18 Portfolio Budget Statements[footnoteRef:16] and 2017–18 Portfolio Additional Estimates.[footnoteRef:17]  [16:  https://static.treasury.gov.au/uploads/sites/1/2017/06/PBS-2.pdf, p. 83.]  [17: https://static.treasury.gov.au/uploads/sites/1/2018/02/p2018-261159v3.pdf, p. 37.] 

The increases in the grant for consumer representation and research reflect indexation movements. 
[bookmark: _Toc355953994][bookmark: _Toc385256323]The ACMA and other participating organisations have not budgeted for any additional activities that relate to telecommunications functions and powers for the forward financial years. 
[bookmark: _Toc417990965][bookmark: _Toc511634407][bookmark: _Toc532543414]7A. 	Financial performance
Historical actual financial results for ACLC for 2016–17 and previous financial years are in Table 14.
Table 14:	Historical ACLC expenses and revenue
	Ref. in the Act
	Component
	2016–17
	2015–16
	2014–15
	2013–14
	2012–13

	
	
	($million)
	($million)
	($million)
	($million)
	($million)

	15(1)(a)
	ACMA expenses
	14.304
	14.405
	17.572
	19.654
	19.210

	15(1)(b)
	ACCC expenses
	13.109
	13.641
	15.107
	14.975
	15.005

	15(1)(c)
	ITU contribution
	2.004
	2.062
	1.861
	1.731
	1.641

	15(1)(ca)
	Development or variation of consumer protection related industry codes
	0
	0.086
	0
	0
	0.321

	15(1)(d)
	Government grants—consumer representation and research
	2.230
	2.196
	2.164
	2.166
	2.127

	Total expenses
	31.647
	32.390
	36.704
	38.526
	38.304

	15(1)(a)
	ACMA revenue
	14.405
	17.572
	19.654
	19.210
	21.053

	15(1)(b)
	ACCC revenue
	13.641
	15.107
	14.975
	15.005
	13.815

	15(1)(c)
	ITU contribution
	2.262
	1.861
	1.860
	1.601
	1.680

	15(1)(ca)
	Development or variation of consumer protection related industry codes
	0.086
	0
	0
	0.321
	0.210

	15(1)(d)
	Government grants—consumer representation and research
	2.230
	2.196
	2.164
	2.166
	2.127

	Total revenue
	32.624
	36.736
	38.653
	38.303
	38.885

	Balance
	0.977
	4.346
	1.949
	(0.223)
	0.581


Note: the revenues for 15(1)(a), 15(1)(b) and 15(1)(ca) are based on the previous year’s expenditure. The revenue for 15(1)(c) is derived by averaging the expenditure for the year in which the charges are made and the previous year. The revenue for 15(1)(d) is based on the same year’s expenditure. Further details can be obtained in Section 6.
As the ACLC is set on an annual basis, the actual costs of activities are ascertained before they translate into the charges for the applicable period. This reduces the risk of over or under recovery from the telecommunications industry. The balance reflects the surplus or deficit that occurred due to the lag between the actual expenses incurred and the recognition of the corresponding revenue, as noted in Section 6 above. 
In 2014–15, the ACMA’s component decreased by 10.6 per cent, largely due to the reduction in budget for the ACMA’s telecommunications activities and the adoption of the government’s deregulation policy. The ACMA’s component further decreased by 18 per cent in 2015–16, which was mainly attributable to lapsed funding for the NBN regulatory framework and a reduction in numbering management costs due to outsourcing the ACMA’s numbering allocation activities.
[bookmark: _Toc417990966][bookmark: _Toc511634408][bookmark: _Toc532543415]7B. 	Non-financial performance
[bookmark: _Toc511634409][bookmark: _Toc532543416]ACMA’s cost component
The ACMA’s performance measures for its deliverables for telecommunications services are provided in Table 15.
Table 15:	Deliverables and key performance indicators (KPIs)
	Deliverable
	KPI

	Administration of licensing and number allocation arrangements promotes efficiency, innovation and competition in the Australian telecommunications industry
	Administration of numbering allocation and licensing arrangements is efficient; allocation of 90 per cent of licences is within statutory time frames and the numbering provider meets 100 per cent of contractual milestones

	Facilitation of the efficient review of telecommunications operational codes to ensure effective operation.
	Decision to register all operational codes made within two months of receipt

	In partnership with industry, working to improve the performance of Australia’s emergency call service, ensuring the security and reliability of critical infrastructure, and facilitating collaboration between law enforcement, industry and government stakeholders
	Law enforcement, emergency and national security service providers are appropriately and reasonably supported by the ACMA and telecommunications industry
Facilitation of emergency call service obligations is efficient, with 100 per cent of investigations into compliance and other activities completed within an average of six months

	Maintain effective telecommunications safeguards
	Consumer interests are protected and promoted when telecommunications services are purchased and used

	Develop and maintain appropriate regulatory settings for an information economy and network society
	Industry and business have sufficient confidence in regulatory settings to continue development of innovative communications



The actual performance for the ACMA’s deliverables for the 2016–17 financial year is published in Chapter 3 of the ACMA’s Annual report 2016–17.[footnoteRef:18]  [18:  ACMA Annual report 2016–17, can be accessed from: www.acma.gov.au/theACMA/Library/Corporate-library/Corporate-publications/annual-report.] 

[bookmark: _Toc511634410][bookmark: _Toc532543417]ACCC’s cost component
The ACCC is responsible for the economic regulation of the communications sector, which includes:
assessing and enforcing terms of access to the NBN in a SAU from NBN Co
assessing and enforcing Telstra’s SSU and plan to migrate its customers to the NBN
setting wholesale prices and terms of access for declared services
monitoring and reporting on prices and competition in the communications sector
investigating claims of anti-competitive conduct in the communications sector. 
The ACCC’s performance measures for these deliverables include: 
completing inquiries within statutory time frames
providing outcomes that improve consumer welfare, are in the long-term interests of telecommunications end users, protect competition, and open markets to competition 
contributing to market and competition analysis and investigations (especially under Part IV of the Competition and Consumer Act) for content, media and application services delivered over telecommunications networks  
advising other areas of the ACCC on implications of convergent technologies in the context of mergers, adjudication and enforcement activities
formulating briefing material and submissions to major government reviews, such as inquiries regarding the NBN, Senate estimates and other public inquiries.
[bookmark: _Toc511634411][bookmark: _Toc532543418]ITU contribution
As the ITU is responsible for the International Telecommunication Regulations, its main deliverables are to promote international cooperation, collaboration and regulation as appropriate, and to support domestic priorities in the telecommunications industry, so that industry, business and government can effectively engage in the international telecommunications landscape.
[bookmark: _Toc511634412][bookmark: _Toc532543419]Government grants—consumer representation and research
Section 593 of the Telco Act enables the Minister for Communications and the Arts to make grants of financial assistance to consumer bodies to support consumer representation in the telecommunications sector. ACCAN, the sole recipient of the grant since 2009–10, will continue to be resourced to a level that will enable it to conduct activities necessary for an effective peak communications consumer advocate, including representation, research, consumer education and participation in self-regulatory activities.  
ACCAN also operates a competitive Independent Grants Program, which allows individuals and organisations to undertake research or representation projects in the interest of the telecommunications consumer. 
[bookmark: _Toc417990967][bookmark: _Toc511634413][bookmark: _Toc532543420]8.	Key forward dates and events
Reflecting the annual nature of the ACLC, the CRIS is also updated on an annual basis. The key forward events and dates for the ACLC process for the 2018–19 financial year are provided in Table 16.  
Table 16:	Key forward dates and events
	Key events
	Date

	Update of forward estimates
	December 2018

	Update of actual costs
	May 2019


[bookmark: _Toc355953995][bookmark: _Toc385256324][bookmark: _Toc417990968][bookmark: _Toc511634414][bookmark: _Toc532543421]9. 	CRIS approval and change register
Table 17:	Change register
	Date
	Description
	Approved by
	Comments

	13 December 2018
	Approval of the 2017–18 CRIS—Version 4.1
	The Minister for Communications and the Arts
	

	8 November 2018
	Certification of the 2017–18 CRIS—Version 4.1
	ACMA Chair
	

	12 April 2018
	Consultation for six weeks on the 2017–18 draft CRIS—Version 4.0 
	ACMA Authority
	

	17 July 2017
	Approval of the 2016–17 CRIS—Version 3.1
	The Minister for Communications and the Arts
	

	29 June 2017
	Certification of the 2016–17 CRIS—Version 3.1
	ACMA Acting Chair
	

	18 April 2017
	Consultation for four weeks on the 2016–17 draft CRIS—Version 3.0 
	ACMA Authority
	

	30 May 2016
	Approval of the 2015–16 CRIS—Version 2.0
	The Minister for Communications and the Arts
	

	18 May 2016
	Certification of the 2015–16 CRIS—Version 2.0
	ACMA Acting Chair
	

	24 June 2015
	Approval of the 2014–15 CRIS—Version 1.0
	The Minister for Communications
	

	29 May 2015
	Certification of the 2014–15 CRIS—Version 1.0
	ACMA Chair
	




[bookmark: _Toc385256327][bookmark: _Toc417990972][bookmark: _Toc511634415][bookmark: _Toc532543422]Attachment A: Telecommunications activities not included in the ACLC
Smartnumber allocation activities
[bookmark: _Toc260128306][bookmark: _Toc261431675][bookmark: _Toc261431807][bookmark: _Toc316465912]The costs associated with the allocation of smartnumbers in the numbering system are not recovered from industry on the basis that costs would be offset by allocation proceeds, except for a registration charge, which is cost recovered on a fee basis for the use of the numbering system.
Spam and e-security activities
[bookmark: _Toc260128307][bookmark: _Toc261431676][bookmark: _Toc261431808][bookmark: _Toc316465913]These activities include anti-spam activities carried out in accordance with the Spam Act 2003 and e-security activities. The costs associated with these activities are considered not appropriate to recover from the telecommunications carriers, as the direct beneficiaries are the members of the public. 
Do Not Call Register and telemarketing related activities
In accordance with subsection 15(4) of the Act, the activities conducted under the Do Not Call Register Act and the Telco Act, to the extent that they relate to telemarketing, do not form part of the ACMA’s telecommunications functions and powers.
Public information activities
These activities include the production of information for the public on consumer awareness. The costs of these activities are considered to be more appropriately met through budget funding.  
Other telecommunications activities
The following activities are delivered on a fee-for-service basis:
carrier licence applications
nominated carrier declaration licence applications
numbering applications
submarine cable installation permit applications
connection permit applications.
[bookmark: _Toc511634416][bookmark: _Toc532543423]Attachment B:
Cost Recovery Implementation Statement—Addendum:
Measuring Broadband Australia program
[bookmark: _Toc511294482][bookmark: _Toc511634417][bookmark: _Toc532543424]1. 	Introduction
[bookmark: _Toc511294483][bookmark: _Toc511634418][bookmark: _Toc532543425]1.1 	Purpose of the Cost Recovery Implementation Statement
This addendum to the annual carrier licence charge (ACLC) cost recovery implementation statement (CRIS) provides information on how the Australian Communications and Media Authority (ACMA) will implement cost recovery for the Measuring Broadband Australia (MBA) program on behalf of the Australian Competition and Consumer Commission (ACCC). This addendum is required as the method for recovering MBA program costs differs from that used to recover the costs of other activities funded via the ACLC. 
This addendum contains financial forecasts for 2017–18 financial year and three forward years. Once the MBA program has commenced, it will also report financial and non-financial performance information. The ACMA will maintain this CRIS from 2018‑19 until the activity or cost recovery for the activity has been discontinued.
[bookmark: _Toc511294484][bookmark: _Toc511634419][bookmark: _Toc532543426]1.2	Background and description of activity
Under the Telecommunications (Carrier Licence Charges) Act 1997 (the Act), the ACLC is used to fund the exercise of the ACCC’s telecommunications functions and powers. Costs associated with the MBA program are to be recovered via the ACLC, consistent with the ACCC’s functions of monitoring the telecommunications industry and promoting competition and consumer benefits. 
The MBA program will monitor National Broadband Network (NBN) fixed-line services provided by carriers and carriage service providers with significant market presence, including resellers (which currently represent less than 10 per cent of NBN fixed-line access connections).
The key output of the MBA program is public reporting of objective and reliable information of the performance and reliability of fixed-line broadband services to inform consumers.
Consistent with the Australian Government Charging Framework 2015, costs of the MBA program will be recovered in arrears from monitored carriers via the ACLC.
For more information of the MBA program, please refer to https://www.accc.gov.au/consumers/internet-phone/monitoring-broadband-performance.
[bookmark: _Toc511294485][bookmark: _Toc511634420][bookmark: _Toc532543427]1.3	Stakeholders
The key stakeholders are the ACCC, telecommunications carriers, telecommunications carriage service providers, telecommunications industry bodies (for example, Communications Alliance), telecommunications consumers and consumer bodies (for example, the Australian Communications Consumer Action Network (ACCAN)). 
[bookmark: _Toc511294486][bookmark: _Toc511634421][bookmark: _Toc532543428]2. 	Policy and statutory authority to undertake cost recovery
[bookmark: _Toc454268359][bookmark: _Toc511294487][bookmark: _Toc511634422][bookmark: _Toc532543429]2.1	Government policy approval to recover costs 
As an outcome of the Communications Portfolio Charging Review in the 2014–15 financial year, the government confirmed the appropriateness of cost recovery through the ACLC for the exercise of the ACCC’s telecommunications functions and powers. The activities undertaken under the MBA program form part of the ACCC’s statutory responsibilities of monitoring industry and the providing information to consumers.  
In April 2017, the government announced the introduction of the MBA program, to be administered by the ACCC.[footnoteRef:19] Funding of $7.0 million over four years (to 2020–21) was provided to the ACCC to establish the MBA program as part of the 2017–18 Budget.[footnoteRef:20] The ACMA’s role is to administer the cost recovery for the MBA program as part of the existing ACLC cost-recovery process from the financial year 2018–19. [19:  Australian Competition and Consumer Commission (2017), ACCC to monitor Australia's broadband performance, https://www.accc.gov.au/media-release/accc-to-monitor-australias-broadband-performance;
Senator the Hon Mitch Fifield (2017), ACCC to monitor broadband performance, http://www.minister.communications.gov.au/mitch_fifield/news/accc_to_monitor_broadband_performance.]  [20:  Portfolio Budget Statements 2017–18 Budget Related Paper No. 1.16 Treasury Portfolio, https://static.treasury.gov.au/uploads/sites/1/2017/06/PBS-2.pdf, p. 83] 

[bookmark: _Toc454268360][bookmark: _Toc511294488][bookmark: _Toc511634423][bookmark: _Toc532543430]2.2	Statutory authority to impose cost recovery charges
Section 12 of the Act imposes an annual charge on carrier licences that are in force at the beginning of a financial year (1 July 2017 for the purposes of this CRIS).
Subsection 14(1) of the Act specifies that the amount of the charge to be imposed on a carrier licence is the amount ascertained in accordance with a written determination made by the ACMA.
Subsection 15(1) of the Act requires that the total of the charges that are imposed on carrier licences in force at the beginning of a financial year must not exceed the sum of the cost components identified in paragraphs 15(1)(a) to 15(1)(d) of the Act (see Table 1). 
The ACCC makes determinations in relation to the costs described in paragraph 15(1)(b) of the Act, which relates to the ACCC’s telecommunications powers and functions. The costs will incorporate the relevant costs applicable to the MBA program. Further information on the contribution of the MBA program to these cost components is provided in Section 3.1 (below).
All determinations are registered on the Federal Register of Legislation by the respective entities before the invoices are forwarded by the ACMA to the licensed carriers.
1. Structural components of the ACLC
	Reference in the Act
	Cost component

	15(1)(a)
	The ACMA’s cost component

	15(1)(b)
	The ACCC’s cost component—this will incorporate relevant costs applicable to the MBA program

	15(1)(c)
	International Telecommunication Union (ITU) contribution

	15(1)(ca)
	Reimbursement of cost of developing or varying consumer protection-related industry codes

	15(1)(d)
	Government grants—consumer representation and research



[bookmark: _Toc511294489][bookmark: _Toc511634424][bookmark: _Toc532543431]3.	Cost recovery model
There are five distinct activities (cost components) that are included in the total amount of the ACLC and levied on carrier licences on an annual basis. The ACCC’s cost component under paragraph 15(1)(b) of the Act (see below) will include an additional cost for the MBA program for the period 2018–19 to 2021–22.
[bookmark: _Toc511294490][bookmark: _Toc511634425][bookmark: _Toc532543432]3.1	Determination of cost component under paragraph 15(1)(b) of the Act—the ACCC’s MBA-related activities 
[bookmark: _Toc511294491][bookmark: _Toc511634426][bookmark: _Toc532543433]3.1.1	Outputs and business processes of the activity
This component represents the ACCC’s costs incurred during 2017–18 in delivering the MBA program. While the ACCC has a range of telecommunications functions and powers, any outputs of business processes that do not map directly to the MBA program delivery are not included in determining this cost component.
The delivery of the MBA program will be underpinned by a number of key business processes, the cost of which is charged to industry. These processes will include:
recruitment of potential participants and selection of participants receiving broadband services matching those the ACCC has chosen to include in their reporting (for example, certain combinations of broadband technology, retail service providers and speed tier[footnoteRef:21]) [21:  Speed tier refers to the NBN speed option being used to provide the volunteer’s broadband service (for example, 12/1 Mbps, 25/5 Mbps), being a speed tier that the ACCC has chosen to include in their reporting.] 

distribution and management of monitoring devices
collection of NBN fixed-line speed and reliability data from approximately 4,000 volunteers across different service providers and different retail offerings
analysis of test results to determine speed and reliability, and identify causes of performance issues
regular publication of detailed real-world performance (speed/reliability) data.
The cost of these charges to industry will be calculated annually by the ACCC and incorporated into the existing ACLC charging framework.
The MBA program will undergo an evaluation after three years of operation. Any proposal for an extension of its four-year term will require a new policy proposal in the Budget context and will need to comply with the applicable Budget Process Operational Rules and Charging Framework.
[bookmark: _Toc511294492][bookmark: _Toc511634427][bookmark: _Toc532543434]3.1.2	Costs of the activity
The primary cost drivers are:
purchase and distribution of monitoring devices (one per monitored service)
maintenance of test servers
ongoing maintenance and/or replacement of testing devices as needed
recruitment and maintenance of volunteer base
establishment and operation of testing servers and system, including software, hosting and bandwidth charges
production of quarterly and other reports based on the MBA program data.
Table 2 provides details for the anticipated device deployment profile.
The ACCC’s anticipated device deployment profile
	
	2017–18
	2018–19
	2019–20
	2020–21

	Number of measurement devices added to the program
	2,500
	800
	500
	>=200

	Total number of measurement devices in the program
	2,500
	3,300
	3,800
	>=4,000



Table 3 provides details of the ACCC’s anticipated program expenses over the forward years.
The ACCC’s anticipated program expenses
	
	2017–18
	2018–19
	2019–20
	2020–21

	MBA program expenses
	$2.0 million
	$1.7 million
	$1.6 million
	$1.7 million



Costs associated with ACCC project and contract management, and publishing of results will not be cost recovered.
[bookmark: _Toc511294493][bookmark: _Toc511634428][bookmark: _Toc532543435]3.2	Design of cost recovery charges
The portion of the efficient costs of the program to be cost recovered (as opposed to the proportion of costs which are being absorbed) will be levied on the carriers whose services are subject to testing via the program (that is, they are the recipients of the activity), for the duration of that testing. Note that this includes levying both retail carriers whose own retail services are being monitored, and wholesale carriers where their reseller’s retail services are being monitored. In accordance with the calculation of the ACLC levy, non-participating persons (that is, the smaller carriers) within the meaning of the Telecommunications (Participating Persons) Determination 2015 will be exempted from the liability to pay the MBA program levy.
The costs imposed on a carrier via the ACLC for the MBA program will be calculated according to the following formula:

Where:
APC is the MBA annual program costs, incurred by the ACCC, during the financial year
FLC is the total number of NBN fixed-line connections operated by the monitored service provider in a test segment 
TFLC is the total number of NBN fixed-line connections operated by all monitored service providers who are also participating persons (excluding non-participating persons under the Telecommunications (Participating Persons) Determination 2015).
The total FLC will be the number of measuring devices deployed within the test segment. Each carrier’s total annual bill will be made up of the costs incurred in monitoring their services by test segment. The number of NBN fixed-line connections in any financial year will be established based on NBN’s quarterly reporting to the ACCC on the number of fixed-line NBN connections.
Partial year participation in the MBA program will be charged on a pro-rata basis on the number of quarters in which monitoring occurs. It is not anticipated that monitoring of providers will change within a given financial year, however, this methodology accommodates new NBN service provider entrants.
Invoicing for the charging activity will occur in accordance with existing ACLC arrangements. The activities funded by the ACLC may be subject to future Communications Portfolio Charging Reviews.
[bookmark: _Toc511294494][bookmark: _Toc511634429][bookmark: _Toc532543436]4. 	Risk assessment
A risk assessment has been completed for each component of the MBA program cost recovery, resulting in an overall risk rating of medium, with the following individual ratings for each cost component.
Risk ratings for MBA cost recovery
	Risk factor
	Rationale for risk rating
	Risk rating

	What is the proposed change in annual cost-recovery revenue for the activity?
	Resulting change to total ACLC of less than five per cent
	Low

	What is the total proposed annual cost-recovery revenue for the activity?
	Total annual cost recover of less than $10 million
	Low

	What does the policy proposal or change in the cost-recovered activity involve?
	Introduction of cost recovery for a new activity or for an existing activity (or its components) that has not been cost recovered previously
	High

	What type of cost-recovery charges will be used?
	Fees only or fees and levies
	Medium

	What legislative requirements are necessary for the imposition of cost-recovery charges?
	Does not involve an Act of Parliament
	Low

	Does the proposal involve working with other Commonwealth, state/territory and/or local government entities?
	Involves only Commonwealth entities
	Low

	What will be the expected impact of cost recovery on payers? 
	The additional cost imposed by the program is low
	Low

	What consultation has occurred with payers and other stakeholders about the proposed cost recovery?
	Consulted for a six-week period from 16 April 2018
	Low

	Overall rating
	Medium


The above risk rating is based on assessment of the criteria in the Charging Risk Assessment template.[footnoteRef:22] Due to an overall risk rating of medium[footnoteRef:23], the CRIS addendum can be approved by the responsible minister for release to commence charging and does not require approval from the Finance Minister. [22:  This is available on http://www.finance.gov.au/resource-management/charging-framework/risk-assessment-template/.]  [23:  Overall risk rating is determined according to the formula published at https://www.finance.gov.au/resource-management/charging-framework/risk-assessment-template/] 

[bookmark: _Toc511294495][bookmark: _Toc511634430][bookmark: _Toc532543437]5. 	Stakeholder engagement
In August 2013, the ACCC released a consultation paper, Broadband Performance Monitoring and Reporting in the Australian Context. The paper outlined the policy rationale for the program, noted similar international examples and sought views on questions of methodology and the reporting approach.
The consultation produced a range of views from stakeholders. Support for the development of measurement tools and other technologies to better inform the consumer was expressed by ACCAN, Choice, Google and NBN Co Limited (NBN Co).
A number of stakeholders, including Telstra, Optus and AAPT indicated that they would like greater clarity on the ACCC policy objectives and raised concerns around certain features of the proposed program. In particular, Communications Alliance expressed strong doubts that consumers want or would benefit from the information that the program would produce.
All submitters expressed a strong preference to remain engaged with the ACCC over the further development of the program. The ACCC provided an open letter in response to submissions in October 2013, expanding on its policy objectives and responding to issues raised in the stakeholder submissions. 
Following the release of the open letter, the ACCC conducted a ‘closed’ consultation process from December 2013 through March 2014. This gave key industry stakeholders the chance to discuss their views with the ACCC in more detail and to provide further input on specific issues associated with the design and implementation of the proposed MBA program.
The ACCC subsequently released a position paper in June 2014 that outlined the proposed program specifications taking into account previous consultations and introduced the pilot MBA program. The pilot was conducted over a period of three months from March to May 2015.
In September 2015, the ACCC released a report on the results from the pilot program and noted that further consideration and consultation was needed to determine which funding model would receive support and cooperation.
The Department of Communications and the Arts has since consulted with both industry and government bodies and informed these parties that funding will be recovered through the ACLC.
A consultation paper and a draft version of this CRIS addendum were published on the ACMA’s website for a six-week period from 16 April 2018 for public comment. Telstra was the only stakeholder that made a submission in relation to this CRIS addendum. A summary of issues raised in relation to the consultation is provided in Attachment D.
[bookmark: _Toc511294496][bookmark: _Toc511634431][bookmark: _Toc532543438]6. 	Financial estimates
Financial estimates for the MBA program for the financial year and three forward years are provided in Table 5. 
Financial estimates by activity
	Component
	2017–18 Budget
	2018–19 Budget
	2019–20 Budget
	2019–20 Budget
	2020–21 Budget

	
	($million)
	($million)
	($million)
	($million)
	($million)

	MBA program expenses
	2.0
	1.7
	1.6
	1.7
	0.0

	ACLC revenue
	0.0
	2.0
	1.7
	1.6
	1.7

	Balance
	(2.0)
	0.3
	0.1
	(0.1)
	1.7

	Cumulative balance
	(2.0)
	(1.7)
	(1.6)
	(1.7)
	0.0



These costs are to be recouped by the ACLC, as enabled by the Act. These charges are levied in the financial year after the financial year in which the costs are incurred, resulting in a deficit equal to the previous financial year’s expenses being carried forward.
Overall, the MBA program is budget neutral. The administrative costs associated with implementing the MBA program will not be cost recovered under this program. Invoicing for this program as part of the annual carrier licence charge is not expected to start until early 2019–20.
[bookmark: _Toc511294497][bookmark: _Toc511634432][bookmark: _Toc532543439]7A.	Financial performance
Actual financial performance data will be included in future CRIS documentation when it exists. This will include explanation of any material variation between actual annual expenses and revenue for the MBA program.
[bookmark: _Toc511294498][bookmark: _Toc511634433][bookmark: _Toc532543440]7B.	Non-financial performance
The ACCC is responsible for the economic regulation of the communications sector, which includes:
assessing and enforcing terms of access to the NBN in a standard access undertaking (SAU) from NBN Co
assessing and enforcing Telstra’s structural separation undertaking (SSU) and plan to migrate its customers to the NBN
setting wholesale prices and wholesale terms of access for declared services
monitoring and reporting on prices and competition in the communications sector
investigating claims of anti-competitive conduct in the communications sector. 
The ACCC’s performance measures for these deliverables include: 
completing inquiries within statutory timeframes
providing outcomes that improve consumer welfare, are in the long-term interests of telecommunications end-users, protecting competition and opening markets to competition 
contributing to market and competition analysis and investigations (especially under Part IV of the Competition and Consumer Act 2010) in relation to content, media and application services delivered over telecommunications networks  
advising other areas of the ACCC on implications of convergent technologies in the context of mergers, adjudication and enforcement activities
formulating briefing material and submissions to major government reviews, such as inquiries regarding the NBN, Senate estimates and other public inquiries.
Table 6 compares forecasts for the number of deployed monitoring devices against the actual number deployed.
The ACCC’s anticipated device deployment profile
	
	2017–18
	2018–19
	2019–20
	2019–20

	Forecast total number of measurement devices deployed
	2,500
	3,300
	3,800
	>=4,000

	Actual total number of measurement devices deployed
	To be reported
	To be reported
	To be reported
	To be reported

	Variation
	To be reported
	To be reported
	To be reported
	To be reported



Public reporting of MBA program results will be published on the ACCC website, https://www.accc.gov.au/consumers/internet-phone/monitoring-broadband-performance.
Further non-financial performance data will be included in future CRIS documentation.
[bookmark: _Toc511294499][bookmark: _Toc511634434][bookmark: _Toc532543441]8.	Key forward dates and events
Reflecting the annual nature of the ACLC, the CRIS is also updated on an annual basis. The key forward events and dates for the ACLC process for the 2017–18 financial year are provided in Table 7.
Key forward dates and events
	Key events
	Date

	Update of forward estimates
	December 2018

	Update of actual costs
	May 2019


[bookmark: _Toc483221510][bookmark: _Toc532543442][bookmark: _Toc511294500]Attachment C
[bookmark: _Toc417990971][bookmark: _Toc424115079][bookmark: _Toc483221511][bookmark: _Toc532543443]ACLC for 2017–18
	Item
	Participating Person Name
	Carriers' Contribution Factor 
	 ACLC 2017–18 

	1
	AARNet Pty Ltd
	0.1923101022%
	$60,919

	2
	Allegro Networks Pty Ltd
	0.0142529560%
	$4,515

	3
	BigAir Cloud Managed Services Pty Ltd
	0.0079505927%
	$2,519

	4
	BigAir Group Limited
	0.0755941637%
	$23,946

	5
	Caprock Communications (Australia) Pty Ltd
	0.0116323007%
	$3,685

	6
	Chime Communications Pty Ltd
	1.7563832923%
	$556,382

	7
	Integrated Data Labs Pty Ltd
	0.0044164027%
	$1,399

	8
	Intelligent IP Communications Pty Ltd
	0.0168903907%
	$5,350

	9
	iPSTAR Australia Pty Ltd
	0.1351460128%
	$42,811

	10
	Macquarie Telecom Pty Ltd
	0.2766644636%
	$87,641

	11
	NBN Co Limited
	0.9514432161%
	$301,395

	12
	New Skies Satellites Australia Pty Ltd
	0.0675226642%
	$21,390

	13
	Nextgen Networks Pty Ltd
	0.4730035048%
	$149,837

	14
	O3B Teleport Services (Australia) Pty Ltd
	0.0770724016%
	$24,415

	15
	Optus Fixed Infrastructure Pty Ltd 
	0.0965376813%
	$30,581

	16
	Optus Mobile Pty Ltd
	14.8896598008%
	$4,716,702

	17
	Optus Networks Pty Ltd
	3.3411120212%
	$1,058,388

	18
	Optus Satellite Network Pty Ltd
	0.7750133861%
	$245,506

	19
	Orion Satellite Systems Pty Ltd
	0.0086487314%
	$2,740

	20
	Primus Telecommunications Pty Ltd
	1.1198444364%
	$354,741

	21
	Satellite Communications Australia Pty Ltd
	0.1042851546%
	$33,035

	22
	Soul Pattinson Telecommunications Pty Ltd
	2.6437132950%
	$837,468

	23
	Superloop (Australia) Pty Ltd
	0.0166037283%
	$5,260

	24
	Telstra Corporation Ltd
	64.7735623922%
	$20,518,777

	25
	Telstra Multimedia Pty Ltd
	0.3811724009%
	$120,747

	26
	Uecomm Operations Pty Ltd
	0.2722726400%
	$86,250

	27
	Victorian Rail Track
	0.1174240513%
	$37,197

	28
	Vividwireless Pty Ltd
	0.1038719569%
	$32,904

	29
	Vocus Fibre Pty Ltd
	0.1856248292%
	$58,802

	30
	Vodafone Australia Pty Ltd
	7.1103710301%
	$2,252,402

	Total
	100.0000000000%
	$31,677,703
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	Recommendation / issue
	Response

	Communications Alliance Ltd

	That the current threshold of $25 million set by the Australian Communications and Media Authority (Annual Carrier Licence Charge) Direction 2017 (Direction 2017) for charging ACLC appears to be in need of an increase to $30 million. It is almost ten years since the eligible revenue threshold of $25m was introduced and there has been a CPI increase of about 25% which has eroded the objective and in an unintended way widened the revenue boundary for carriers to be captured by the scheme. There has been considerable structural change in the industry over this time and the number of carriers have increased from 194 to 292. An immediate review needs to be undertaken with the bracket creep phenomenon of the threshold.
	This would require amendments to the Telecommunications (Participating Persons) Determination 2015, which provides that carriers with revenues less than $25 million are non-participating persons if certain conditions are met. Any changes to the Determination would be a matter for the Government. 


	That there are other non-participating service providers (e.g.: Over The Top (OTT) service providers) who challenge the margins of carriers and causes concern and possible instability in the carrier community, but do not contribute to the ACLC.
	A discussion regarding OTT service providers raises broader policy issues which are being investigated by the Department of Communications and the Arts in consultation with other relevant Portfolios.


	Telstra

	That all carriers should contribute to the ACLC as they operate in the same industry and created the need for the regulation as specified in the Australian Cost Recovery Guidelines. It is almost seven years since the eligible revenue threshold of $25m was introduced in July 2011 and there has been considerable structural change in the industry over this time. Therefore, it is timely that this threshold, and the general approach to collecting the ACLC, be revisited to check that it continues to be appropriate. A review needs to be undertaken before calculating the charge for the 2018-19 charging period.
	Refer response for item 1 above

	That an assessment of the efficiency of the costs should be undertaken for all cost components of the ACLC as a matter of priority.


	As disclosed in the CRIS (see page 10 – section 3.1.2), the ACMA intends to incorporate the outcome of its assessment of the efficiency of the costs in the draft CRIS for the 2018-19 ACLC. 
The efficiency review has been completed by an independent accounting firm. In addition to the benchmarking and analysis undertaken, a detailed review was also completed on the ACMA’s activity based management (ABM) model, which is used to calculate the ACMA component of the ACLC charge.
The detailed review as well as previous Independent Audits, have shown the ABM model is being used appropriately with the cost attribution logic being accurate and sound.
The other participating organisations will explore possible benchmarking or similar reviews as part of an ongoing review process.

	That the future CRISs incorporate the following information to demonstrate increased transparency of costs:
More detail about specific projects and outputs relevant to activities undertaken and comparison of activity costs to assess how they change over time for the components attributable to the ACMA and the ACCC.

	The ACMA and the ACCC make every effort to provide additional information requested by stakeholders and engage with stakeholders on future charging arrangements for the ACLC. The ACMA aims to report activity costs in the 2018-19 charging period and the comparisons to commence in the subsequent year.
The ACCC recognises the benefits of detailed activity based costing by attributing costs to outputs at a granular level. The ACCC is also aware that this extent of cost transparency requires a significant investment of effort and funding in processes and systems.  For the ACCC, this would divert finite resources away from the Agency’s strategic priorities. Furthermore, the additional costs would be passed on through the ACLC for this capability to eventuate, therefore increasing the regulatory cost for telecommunications carriers.

	More information about the appropriateness of cost drivers used for the allocation of support costs of the ACMA as support costs are comparatively higher than the direct costs.

	As outlined in the CRIS (see page 9 – section 3.1.2), the ACMA’s support costs not only include all costs such as staff salaries, on-costs, contractors and consultants and other expenses relevant to all support areas including corporate services, Authority and Legal services, in addition they also include overhead costs including depreciation and occupancy expenses. Whereas direct costs do not include overhead costs as they form part of the support costs. As a result, supports cost are comparatively higher than the relevant direct costs. The review conducted by independent auditors in the previous years agreed to the categorisation of costs as disclosed in the CRIS (see page 9 - Table 4). 
As the support costs cannot be directly attributed to an output or activity, they are allocated to activities performed by the direct cost centres using the most suitable cost drivers which can be reliably measured. The auditors also confirmed that the application of cost drivers used for the allocation of costs for the calculation of the ACLC was appropriate.

	More detail on the overall increase or decrease of the ACMA’s and ACCC’s ACLC cost components.

	The decrease in the ACMA’s ACLC component is less than one percent. It is considered not crucial to provide more information about this insignificant reduction in costs. The reduction, however, attributed to improved efficiency because despite the increase in the number of carrier licences issued in the 2016-17 compared to the 2015-16, the ACMA’s ACLC costs have reduced. Hence, the ACMA has provided services to a larger number of carriers with less costs by efficient use of existing resources.

	That the Measuring Broadband Australia program was established without development of a Regulation Impact Statement and Telstra is not aware of any attempt to quantify the benefits the program purports to provide. As a result the implementation of this program is not supported.
	A Regulation Impact Statement was not prepared because the proposal was considered to have minor regulatory impacts, and was not considered by Cabinet.
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2017 Direction	Australian Communications and Media Authority (Annual Carrier Licence Charge) Direction 2017
ABC	Activity Based Costing
ACCAN	Australian Communications Consumer Action Network
ACCC	Australian Competition and Consumer Commission
ACLC	Annual Carrier Licence Charge
ACMA 	Australian Communications and Media Authority
ACMA Act	Australian Communications and Media Authority Act 2005
APC 	Annual program costs by financial year
ASL	Average Staffing Level
BPMR	Broadband Performance Monitoring and Reporting
CA	Communications Alliance Ltd
CCF	Consumer Consultative Forum
CRIS	Cost Recovery Implementation Statement
DoCA	Department of Communications and the Arts
ER	eligible revenue 
FLC 	The total number of NBN fixed-line connections operated by the monitored service provider in a test segment 
FTTN	Fibre-to-the-node
Guidelines	Australian Government Cost Recovery Guidelines July 2014
ICT	information and communication technology
IT	information technology
ITU	International Telecommunication Union
ITU-D	International Telecommunication Union – Development Sector
ITU-R	International Telecommunication Union – Radiocommunication Sector
ITU-T	International Telecommunication Union – Telecommunication Standardization Sector
MCA	maximum charge amount
MBA 	Measuring Broadband Australia
NBN	National Broadband Network
NBN Co	NBN Co Limited
OTC	other telecommunications charges
POI	Point of Interconnection
RTC	Reconnecting the Customer
RSP	Retail service provider
SAU	special separation undertaking
SSU	structural separation undertaking
TCP	Telecommunications Consumer Protections Code
TCPSS Act	Telecommunications (Consumer Protection and Service Standards) Act 1999
Telco Act	Telecommunications Act 1997
TER	total eligible revenue
TFLC 	The total number of NBN fixed-line connections operated by all monitored service providers.
the Act	Telecommunications (Carrier Licence Charges) Act 1997
TIO	Telecommunications Industry Ombudsman
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