





























Planning, reporting and performance management

Once the Government has considered and accepted the NBN Co Corporate Plan and
Business Plan it expects NBN Co to provide regular reporting against which
Government will measure NBN Co’s performance. This includes an annual report and
any interim reports as requested by the Government. Annual report obligations are
defined in the Commonwealth Authorities and Companies Act 1997 and the
Governance Arrangements for Commonwealth Government Business Enterprises -
June 1997 and we note that NBN Co’s annual reports have addressed these
obligations.

The Government will consult with NBN Co about the development of Key
Performance Indicators which will be used to report on and monitor progress against
the Corporate Plan and Business Plan once they are finalised. The Government also
expects NBN Co to continue to report to the Parliament, including its committees,
such as the Joint Committee on the NBN which has been established to oversee the
progress of the rollout.

The Government recognises the NBN rollout will affect every household and business
across Australia. As such, it expects the company to develop a comprehensive
strategy for engaging with individual consumers during the NBN rollout, including
handling complaints. NBN Co is to report to Government on this issue as part of the
regular reporting arrangements.

Building on this, the Government expects that NBN Co should provide in its annual
report information including details regarding the network rollout performance and
cost, achievement of service levels, faults, customer complaints, details of its progress
towards meetings its coverage objectives and expenditure incurred in doing so, as
well as any other matters that shareholder Ministers formally advise from time to
time.

NBN Co has been open and transparent in planning and developing its strategy and
operations and has published a number of consultation, position and options papers
which have clearly communicated options and intentions. NBN Co should continue
to conduct its planning and the execution of its strategy in a publicly transparent
manner, subject to any requirements for commercial confidentiality, and reflect this in
its annual reporting.

Funding and privatisation

NBN Co will be funded with Government equity until NBN Co has sufficient cash
flows to support private sector debt without explicit Government support. The
Government expects that during the rollout period defined in the Corporate Plan
private sector debt raised by the Company will complement Government equity to
fund rollout activities. Following completion of rollout, the Government will consider
the optimum capital structure for the Company following which private sector debt
should be applied to repaying the Government investment, consistent with that
structure.
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The Government will enter into an equity agreement with NBN Co for the rollout
period with equity funding based on the expected $27.5 billion funding requirement
advised by NBN Co. This agreement will be reviewed annually. The Government
envisages that this will provide NBN Co and the market with the certainty required to
enter into the long term commercial contracts needed to deliver the Government’s
NBN policy objectives. The Government envisages that any equity agreement entered
into with NBN Co will be linked to the performance and coverage objectives agreed
as part of the NBN Co Corporate Plan. Any variance to equity requirements will
require Government approval.

During the rollout, the Government will retain full ownership of NBN Co in order to
achieve its policy objectives. Privatisation of NBN Co will only occur after the
Minister for Broadband, Communications and the Digital Economy makes a
declaration that the NBN is built and fully operational, the Productivity Commission
has concluded an inquiry into matters relating to the NBN, scrutiny of the
Productivity Commissions’ report by a Parliamentary Joint Committee on the
ownership of NBN Co has occurred, and the Minister for Finance and Deregulation
makes a disallowable declaration that conditions are suitable to sell NBN Co (and this
declaration not being disallowed).

There are arrangements in the NBN Companies Bill to address the possibility that
industry participants might be able to influence NBN Co in any partial sell-down
situation. The Government may regulate to restrict unacceptable private ownership or
control. The Productivity Commission will also consider ownership and control issues
as part of its inquiry into the regulatory framework for the NBN. The Government
expects NBN Co to operate within the ownership and investment settings determined
through the NBN Companies Bill.

General matters

In addition to those matters specifically addressed above, the Government expects
NBN Co to be cognisant of the Government’s wider telecommunications sector
objectives, relating to both social and industry policy considerations. For example, the
Company is expected to proactively investigate options should Retail Service
Providers seek support in establishing a capability to identify an end users location
that would allow emergency call operators to automatically locate a caller.

The Government expects that the NBN Co Board will clarify with shareholder
Ministers should it be advised by shareholder Departments of a policy obligation
which the Board is uncertain should apply to NBN Co; and in the interim not act
inconsistently with that policy. During election campaigns, the Government expects
NBN Co to abide by the Caretaker Conventions as advised by a relevant
Departmental Secretary.

In summary, as a major GBE, the Government expects the Company to model a high
standard of corporate citizenship.

As the NBN represents a very substantial infrastructure project, the Government also
expects that NBN Co will actively promote opportunities, wherever possible, for local
Small and Medium-sized Enterprises (SMEs) to participate fully in this project in
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meaningful and continuing ways. We envisage that NBN Co will prepare advice on
how SMEs can participate in the NBN project and to advise the market of successful
firms, in order to encourage others.

Conclusion

In conclusion, the Government’s vision is that the NBN will deliver significant
improvement in broadband service quality to all Australians. The Government
recognises that NBN Co has made impressive progress in laying the foundations for
the network rollout. The Government’s intention is that this Statement of Expectations
provides the necessary clarity for NBN Co to deliver the NBN. For the avoidance of
doubt, where any previous advice has been provided that is inconsistent with this
Statement, the advice in this document prevails.

We look forward to working with NBN Co to deliver a new era in telecommunication
services and to receiving its Statement of Corporate Intent detailing how the Company
will discharge its NBN mandate.

Yours sincerely
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Stephen Conroy
nance and Deregulation  Minister for Broadband,
Communications and the Digital Economy

Penny
Minist

Vo
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ATTACHMENT A — PREMISES DEFINITIONS

The definition of premises which NBN Co is required to connect (and count towards
the coverage target):

1.

2,

3

4.

it is an addressable location currently used on an ongoing basis for
residential, business (whether for profit or not), government, health or
educational purposes;

it is a school as defined by the Department of Education, Employment and
Workplace Relations;

it is within a new development at an addressable location for which

NBN Co is the wholesale provider of last resort; or

a standard telephone service activated in compliance with the USO.

The initial definition of non-premises which NBN Co is permitted, but not required
to connect unless directed to do so by the Government is:

1.

a non-addressable location of a type agreed by NBN Co with its
shareholder Ministers (and capable of connection). At this stage, NBN Co
has identified the following types of non-addressable locations:

i. Traffic lights / traffic light controller / electronic sign / traffic
signals, including variable speed signs

ii. Bus stop, tram stop, railway station

iii. Banking communications (EFTPOS and ATM terminals);
iv. Privately operated payphones;

v. Assistance telephones (eg elevator and roadside phones);

vi. Transformer / kiosk / pad mount substation / pole mount
transformer

vii. Links / Link pole LV /MV / HV links / ABC links / dynamic
switch / airbrake switch / isolator

viii. Other metering point (any service)

ix. Camera (security / traffic)

x. Bridge control, swing bridge, traffic control gate

xi. Mobile phone cell tower / radio antenna

xii. Street lighting pole, street light controller

xiii. Band stand, rotunda, other park building

xiv. Unmanned (council) car park

xv. Weather monitoring devices

xvi. Water (including storm water and sewage management), gas
and electricity infrastructure

xvii. Public alarm and security systems.

The initial definition of non-premises which NBN Co is required to connect, on
terms approved by Government, but do not count towards the coverage objective:

1.

a payphone which is activated in compliance with the USO
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