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[bookmark: _Toc424828634]Purpose 
[bookmark: _Toc348105631]This Addendum documents the changes to be made to the Australian Communications and Media Authority’s (ACMA) charges in relation to the following telecommunications activities, determined in accordance with section 60 of the Australian Communications and Media Authority Act 2005 (the ACMA Act) under the cost recovery arrangements:
Number allocation – geographic numbers
Smartnumber enhanced rights of user registration
Carriage service provider (CSP) registration
[bookmark: _Toc424828635]Background
[bookmark: _Toc424828636]Legislation
Under section 455 of the Telecommunications Act 1997 (Telecommunications Act), the ACMA must make a plan for the numbering of carriage services in Australia. This plan may set out rules about the allocation of numbers to CSPs. In March 2015, the ACMA made the Telecommunications Numbering Plan 2015 (Numbering Plan) under section 455 of the Telecommunications Act.[footnoteRef:1] The Numbering Plan will commence in the second half of 2015. The Numbering Plan sets out rules about the allocation of all numbers to CSPs, including geographic numbers, digital mobile numbers, local rate numbers, freephone rate numbers, and premium rate numbers. [1:  This can be accessed from: www.comlaw.gov.au/Details/F2015L00319/Download] 

Section 463 of the Telecommunications Act allows the ACMA to determine an allocation system for allocating specified numbers to CSPs. The Telecommunications (Freephone and Local Rate Numbers) Allocation Determination 2007 (No. 1) sets out such an allocation system for a subset of freephone and local rate numbers known as ‘smartnumbers’. However, when the Numbering Plan commences, this determination will be revoked and all numbers will be allocated under the Numbering Plan. Although smartnumbers will be allocated under the Numbering Plan rather than a determination made under section 463, given their nature, they will still be subject to separate, special rules for allocation (see Chapter 7 of the Numbering Plan), which will require registration of end users who wish to be issued smartnumbers by CSPs and who will obtain the ‘enhanced rights of use’ of a smartnumber (EROU applicants).
Section 457 of the Telecommunications Act provides that the Numbering Plan must impose the following requirements in relation to an application for the allocation of a number otherwise than in accordance with an allocation system determined under section 463:
a requirement that the application must be accompanied by the charge (if any) fixed by a determination under section 60 of the ACMA Act; and
a requirement that the applicant must tender the amount of charge (if any) imposed on the allocation by the Telecommunications (Numbering Charges) Act 1997 (Numbering Charges Act).
Subject to section 15 (see below), section 11 of the Numbering Charges Act imposes charge on the allocation of every number under the Numbering Plan to a CSP (Allocation Charge). That is, subject to section 15, Parliament has imposed the Allocation Charge on the allocation of every number, and limited the ACMA’s role only to setting the amount of the Allocation Charge. As Parliament has made it clear that, subject to section 15, there is to be an Allocation Charge on the allocation of every number, the ACMA will give effect to that intention by setting the amount of Allocation Charge for the allocation of numbers. However, since the registration of CSPs and smartnumber users is not the allocation of a number, charges for these activities are not imposed by or authorised under the Numbering Charges Act. As a result, the ACMA uses the ACMA Act for charging these activities. The Numbering Plan generally requires CSPs to tender the amount of Allocation Charge upon application for allocation of a number (see, for example, subsection 58(7) of the Numbering Plan).
The amount of the Allocation Charge is ascertained in accordance with a written determination made by the ACMA under section 13 of the Numbering Charges Act. Allocation Charges are not required to comply with Commonwealth Cost Recovery Policy and are considered as a general taxation charge (see, for example, the Explanatory Memorandum to the Telecommunications Bill 1997). The maximum Allocation Charge that can be imposed on the allocation of a number is $100,000 (section 14 of the Numbering Charges Act).
The ACMA is proposing to set amounts of Allocation Charge for the allocation of most types of numbers under this Act, except for the allocation of geographic numbers. Section 15 of the Numbering Charges Act exempts from Allocation Charge for the allocation of a geographic number to a CSP for the purposes of providing a standard telephone service to a customer. Section 15 also allows the ACMA to exempt specified numbers from the Allocation Charge, but the ACMA is not proposing to exempt any numbers other than geographic numbers.
Separately from the imposition of Allocation Charge on the allocation of numbers by the Numbering Charges Act, the ACMA Act provides that the ACMA may, by written instrument, fix charges (Cost Recovery Charges) for services provided by the ACMA and any matter in relation to which expenses are incurred under a range of legislation, including the Telecommunications Act and instruments made under that Act, including the Numbering Plan. Any such, Cost Recovery Charge must not be such as to amount to taxation. The Numbering Plan generally requires CSPs to pay the amount of charge upon application for allocation of numbers (see, for example, subsection 58(6) of the Numbering Plan).
Summary of legal and policy authorities
	Activity
	Legal authority to charge
	Policy authority for cost recovery

	Number allocation- geographic numbers
	Paragraph 60(1)(b) of the ACMA Act
	Affirmed in 2015 as part of the portfolio charging review

	Smartnumber registration (EROU)
	Paragraph 60(1)(b) of the ACMA Act
	Affirmed in 2015 as part of the portfolio charging review

	Carriage Service Provider registration
	Paragraph 60(1)(b) of the ACMA Act
	Affirmed in 2015 as part of the portfolio charging review


[bookmark: _Toc424828637]Changes to the process for the allocation of numbers and registration of CSPs and EROU applicants
Currently the ACMA allocates most numbers types (including geographic numbers) and provides the EROU applicant registration services. All other number allocation services are provided by the ACMA’s current delegate, Industry Number Management Services Ltd (INMS). The Commonwealth has a contract with INMS for the provision of delegated allocation and administrative services for freephone and local rate numbers that are not smartnumbers, and for most premium rate numbers. 
As a result of changes in technology, industry structures, service provision and consumer behaviour in the recent years, the ACMA examined a wide range of issues related to the regulatory framework for telephone numbers. On 12 September 2014, following a competitive tender process, the Commonwealth awarded Zoak Solutions Pty Ltd (Zoak) the contract to provide allocation and administrative services for most of Australia’s telephone numbers specified in the Numbering Plan from 1 August 2015 for a period of eight years.[footnoteRef:2]  [2:  Zoak will deliver allocation and administration services for all number types specified in the Numbering Plan, except for some shared special services numbers and access codes (such as emergency service numbers), mobile network codes and international signalling point codes, as a delegate of the ACMA.] 

Under the new arrangement, Zoak will allocate the majority of numbers that the ACMA and INMS currently allocate, in accordance with the contract with the Commonwealth, under the Numbering Plan, and register CSPs and EROU applicants. As a result, the ACMA is incurring expenses in relation to these matters, under the Numbering Plan. These expenses relate to fees to be paid to Zoak in relation to processing applications for the allocation of numbers, the registration of CSPs under the Numbering Plan, and the registration of EROU applicants for smartnumbers. Accordingly, the ACMA is proposing to recover, under paragraph 60(1)(b) of the ACMA Act, only the costs incurred in relation to the following matters under the Numbering Plan, by setting a Cost Recovery Charge for these matters:  
processing applications for the allocation of geographic numbers
the registration of CSPS
the registration of EROU applicants for smartnumbers.  
Accordingly, the ACMA is making amendments to the existing Cost Recovery Charge for geographic number allocation applications, set under the ACMA Act. The ACMA is also making amendments under the ACMA Act to the existing Cost Recovery Charges for registration of EROU applicants and to set Cost Recovery Charges for registrations of CSPs under the Numbering Plan.
[bookmark: _Toc424828638]Cost recovery model
[bookmark: _Toc424828639]Number allocation—geographic numbers
This activity involves processing an application for the allocation of a geographic number under the Numbering Plan, otherwise than in accordance with an allocation system determined under section 463 of the Telecommunications Act. This allows a registered CSP to be allocated a number to provide services to an end user.
Currently the ACMA provides this service through a combination of manual and automatic processes and charges separate fees of $138 and $151 for online and manual applications respectively (see items 140–143 of Attachment B to the CRIS). A single application for geographic numbers may include multiple separate ‘blocks’ of numbers. An additional fee ($3 and $4 for online and manual, respectively) is imposed for a block of subsequent sequential numbers.
However, under the new arrangement, the above charging mechanism will not be applicable as the new number allocation system, to be provided by Zoak, will be fully automated. Accordingly, a flat Cost Recovery Charge of $19.50 is set for processing an application for the allocation of a geographic number or for the registration of CSPs or EROU. The charge is determined by dividing the total estimated annual cost of services to be provided by Zoak ($0.85 million) by the total estimated annual number of applications (43,300), which is based on the average number of applications for the past three years. The estimated annual cost includes maintenance of information technology, depreciation, monitoring and administration and other support costs such as finance, human resources and contract management. This charging structure is more appropriate as under the automated system, the steps for the applicant to obtain a number or register will be the same.   
[bookmark: _Toc424828640]Smartnumber (EROU applicant) registration
This activity involves processing an application for registration to be an EROU applicant. Under the Telecommunications (Freephone and Local Rate Numbers) Allocation Determination 2007 (No. 1) (Allocation Determination), an EROU applicant can participate in a smartnumber auction. The ACMA incurs expenses in providing registration facilities for auctions under the smartnumber auction system. Currently an application fee of $42 (see item 161 of Attachment B to the CRIS) is being charged for this service, under the Telecommunications (Freephone and Local Rate Numbers Auctions – Registration Charge) Determination 2007. This Determination is made under subsection 60(1) of the ACMA Act.
Under the new arrangement, smartnumber auctions[footnoteRef:3] will no longer be conducted, and instead an over-the-counter allocation process will be in place for smartnumbers as part of the Numbering Plan. The new process still requires registration of EROU applicants and, as a result, an application fee will continue to be applicable, which is set at $19.50 per application as established for the geographic number allocation application. Under the new arrangements, the registrations of EROU applicants are expected to consume equal amounts of processing time per application for number allocation or registration of CSPs.  [3:  Auctions are held fortnightly. Prospective bidders must register and lodge their opening bid before an auction.] 

[bookmark: _Toc424828641]CSP registration
The Numbering Plan requires a CSP to be registered to use the numbering allocation system. All existing registered users of the current system (under the Telecommunications Numbering Plan 1997) will be migrated to Zoak’s new system with no fee applicable for registration. However, a registration fee will be applicable to new CSPs seeking to use the Zoak system. This is a one-off fee of $19.50 per registration, as this process requires similar resources for enhanced rights of use applicant registration. It is expected that only around three new CSPs may need to register each year.


[bookmark: _Toc424828642]Financial impact
As detailed in Table 2, the revenue from the activities is expected to reduce by $46,674 per annum, which provides savings to the industry.
Financial impact
	Activity number
	Activity
	Current fee
	Current estimated revenue per annum[footnoteRef:4] [4:  Based on 2014–15 estimated revenue] 

	Proposed fee
	Estimated number of applications per annum
	Future estimated revenue per annum

	140-143
	Geographic number allocation
	$138 and $151 per application & $3 and $4 for subsequent sequential block
	$8,120
	$19.50 per application
	56
	$1,092

	161
	Smartnumber registration (EROU)
	$42 per registration
	$94,304
	$19.50 per registration
	2,800
	$54,600

	
	CSP Registration
	$0
	
	$19.50 per registration
	3
	$58

	
	Total
	
	$102,424
	
	
	$55,750


[bookmark: _Toc424828643]Risk assessment
A risk assessment has been undertaken for the above cost recovery activities resulting in an overall rating of medium for the activities’ cost recovery arrangement. This rating is essentially due to a reduction in the annual cost recovery revenue of more than 10 per cent. This cost savings is expected to be achieved through a fully automated number allocation and registration system. Therefore, the reduction does not present any risks to the Commonwealth or stakeholders. There are no complexities involved with the pricing mechanism as the fees for the services will continue to be charged under cost recovery arrangement. The ACMA will monitor the financial performance of the above activities on a regular basis by obtaining actual results from Zoak with a view to minimising any over or under recoveries.
[bookmark: _Toc424828644]Stakeholder engagement
The ACMA conducted a public consultation process for a four-week period from 8 April to 8 May 2015. The draft instruments to give effect to the proposed charges and a consultation document explaining the methodology and providing policy context to the proposal was made available of the ACMA’s website. The ACMA separately emailed members of it Numbering Advisory Committee (comprising representatives from government, consumer and telecommunications organisations) alerting them to opportunity to comment on the ACMA’s proposed charges. The proposed charges were discussed at the ACMA’s Numbering Advisory Committee on 17 April 2015 and members of the ACMA’s Numbering Services Implementation Steering Committee (comprising representatives of government, telecommunications companies, and the ACMA’s current and future delegates for numbering allocation) were invited to discuss the ACMA’s proposal at its meeting on 23 April 2015.
Two submissions were received in relation to the above cost recovery activities. No alternatives to the ACMA’s proposed charging methodology were identified in submissions. The matters raised in submissions are set out below. 
Financial benefits for industry
Submitters assert that the new numbering arrangements will result in a net cost increase for industry when considering the costs for delegated services (to which the proposed charges will apply) and non-delegated services (services provided by industry).
ACMA response: The ACMA has delivered cost savings for the numbering functions under its control. Whether that translates to total cost savings to industry will be largely influenced by industry decisions on the services it provides. 
Reserve prices for smartnumbers 
Submitters commented that the reserve prices for smartnumber is too high.
ACMA response: As indicated in the consultation document which accompanied the draft instruments to give effect to the proposed charges, review of the reserve prices for smartnumbers was out of scope of this consultation process.
[bookmark: _Toc424828645]Financial estimates
The reduction of $0.05 million in the expected revenue and expenses for the telecommunications services is included in Table 5 (Estimated cost recovery revenue and expenses) of the attached CRIS.
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