The Secretary

Senate Environment, Communications, IT & the Arts Committee

Parliament House

CANBERRA ACT 2600

It is interesting that the Leader of the National Party, Mr John Anderson, our local

Member of Parliament, has sent nothing out urging constituents to make submissions to Senate Telstra inquiry.  Mr Peter Andren, Independent Member for Calare, has sent us so many requests that finally I have to drop everything and do so.

Both the offices know and have copies of all previous submissions to every other inquiry.  On 21st August 2003, following a visit to his electorate office, I sent information to Mr John Cobb, Federal NP Member for Parkes on specific matters, and received no acknowledgment at all.

It is of great concern to us that the National Party believes that there are sufficient

safeguards in place to protect regional Australians with the full sale of Telstra.

Recently, we had the misfortune to have our house burn down on the farm.  I consider it important to have phone communications in case of accident (my son could not call

000 on his mobile to get fire brigade and had to go over to a neighbour's house to phone). I rang 132203 to get a redirection and reconnection, a sympathetic operator switched me through to Sales who sympathetically wanted to switch me back to faults so that I would not be charged for redirection.  Eventually, he came back over the line very angry that faults had hung up on him and promised to get back to me, which he did promising that another section -Work Management Section - would get back to me - who did not.  I rang Telstra CountryWide in Armidale who are always most helpful and give immediate attention to our problems.  Their first advice was that we may need to reconnect ourselves through the local electrician - at whose cost, I can only wonder.

Thank you for taking the time to read our view of Telstra and how regional Australia would be left like a shag on a rock with full privatisation as with banks and other utilities.  Country Energy billed us $1500.00 to replace the meter box on their existing pole following the fire when the house box was destroyed.

A fully privatised Telstra would demand a user pays system – 

the same as Country Energy.

Why don't you call 132203 and test the system?  Maybe I was just the unlucky one in a million satisfied customers.

This is a copy of part of my submission to Telstra Senate Inquiry in 2002 which raised an issue that I believe still has not been adequately addressed.

TELSTRA CDMA COVERAGE

I should like to address the poor performance of CDMA in regional areas particularly in my local area.  Coolah Shire facilitated discussions with Telstra Countrywide Manager, Ian Peters, to upgrade the repeater at Coolah for eventual relocation and revamping antenna network and additional towers.  Since the disastrous changeover from analogue mobile service (AMPS) to CDMA, ten times the number of base stations fail to service half the area that analogue network used to service.

I find it quite untenable that tenders were requested from Vodafone, Telstra and Optus for Federal Govt $50.5 million program to improve mobile phone coverage on 35 regional highways.  

With Telstra virtually the only provider of CDMA service (Optus offers CDMA on

Telstra equipment), it would mean that Vodafone and Optus would be tendering for

GSM service.  As the carriers do not "speak" to each other (inter-carrier roaming) - a subscriber to Optus GSM cannot access service from a Vodafone or Telstra GSM tower and vice versa- it would mean that anyone wanting continual coverage would need to carry CDMA, and three GSM phones to access all carriers.

Inter - carrier roaming is technologically feasible within CDMA and within GSM networks but is not possible between CDMA and GSM networks, as the different technologies cannot interact.

As reported in the press, subject to ongoing viability, $20.4 million will fund the extension of mobile telephony, mainly in towns of less than 500 people.  And $37.4 million from the Telecommunications Service Inquiry package will fund coverage in towns of 500 or more, plus $2.1 million for subsidising satellite mobile phone handsets where there is no landline.

I approached ACA (Australian Communications Authority) - whose aim is to protect the interests of consumers, according to ACA website- about the lack of uniformity in regional areas.  I was met with a blank wall - "why did you ring ACA about this?"  

I was invited to write a letter to ACA about the matter which elicited the following reply of 24 April, 2002,  "as the DCIT & A has responsibility for this matter, your letter has been forwarded to the Department (who) will reply to you directly".

It is of great concern to us that without proper planning, the mishmash of carriers that confronts urban consumers as they travel up the Pacific Highway may be duplicated Australia wide as the companies cherry pick the lucrative areas. Aside from enormous cost involved in contracting extra phones, the matter of safety on isolated stretches of road or countryside (accidents or lost bushwalkers, bushfires) needs to be addressed nationally.

One presumes that the carrier on a particular section of highway would erect signage to say, "you are now entering a Vodafone GSM Zone".

Did we learn anything from having different gauge railways across Australia?   Apparently not.

UPDATE SEP 2003

Recently, my husband travelled from Coolah, through Central Queensland, to the

Gulf Darwin and the Gibb River Track to Broome, Perth, Nullarbor, Ceduna, Narrandera, West Wyalong, Grenfell, Bathurst to Coolah.

CDMA coverage was mostly good - adequate - except in Gulf area- at Kununurra on phoning home found out about the house burning down but for the next 6 days on Gibb River Road there was no service.  A travelling companion had GSM, which he may as well have left at home for all the use it was.  It was GSM Vodafone and worked in capital cities and on some parts of NSW highways.

Generally, city people have little or no understanding of the two systems - CDMA and

GSM with its various carriers - and typically one sees travellers out walking around their car trying to make a call.  This ignorance undoubtedly leads to many instances of distressed bushwalkers, broken down travellers unable to reach help.

MOBILE TELEPHONY

"The Australian" August 13, 2002.

Page 35 ATUG (The Australian Telecommunications Users Group), the business voice on telecommunications competition and quality, is focusing on how lack of competition leads to rising charges in mobile market, specifically termination rate setting.  "This is not just an Australian problem.  The International

Telecommunication Users Group has concluded that operators make up the money they lose on call origination and on 'free' handsets by charging whatever they want for terminating a telephone call.  Termination rate setting is invisible to the user and not subject to effective legislation.'

The article continues with information on an OECD report in 1999 where it was found that "the price of calls from fixed to mobile networks was on average three times the price of calls over the longest international distance.  Fixed-to-mobile price rises have since increased this ratio.

It would be interesting to know how many consumers understand that Telstra's call connection fee for calls to mobiles went from 25c to 30c on August 1.  On top of that increase, the Homeline Budget rate for calls to Telstra mobiles at peak time went from 37c to 44c per minute and calls to non-Telstra mobiles went from 44c to

48c per minute.

About half of this per-minute charge is the mobile operator's charge for terminating the call."

The article continues with "ACCC removal of mobile prices determination means there is no telecom-specific legislative regulation of mobile retail pricing.  

The problem with this argument is the lack of competitive market pressure on retail pricing.

Users are fed up with deliberate obfuscation presented by operators as choice and competition."

UPDATE 2003

The Weekend Australian September 6-7,2003

Money & Investing Page 39 

Telstra can build on line in sand - Robert Gottliebsen

Following reappointment of Ziggy Switkowski as chief executive on August 27 few people knew the extent of Switkowski's promises to the board.

When Telstra's profit was released the next day, August 28, the most significant revelation was Switkowski's "line in the sand".  He declared that the gradual market share loss that had been an inherent part of all Telstra budgets for the past decade or so had come to an end.

Telstra had between 61 and 62 per cent of the Australian telecommunications market (excluding wholesale) and would not allow it to fall any further.

Therefore, for the remainder of Switkowski's contract as CEO, Telstra revenue would rise in line with the overall telecommunications industry, which is currently increasing around 4 per cent a year.  He also promised to reduce capital expenditure to well below depreciation levels unless there was a sudden rise in demand, which offered Telstra the opportunity to outlay more capital and gain a quick return.

A day later, chief financial officer David Moffatt detailed an incredible plan to cut between $600 million and $800 million (between 6 per cent and 8 per cent) from

Telstra's operating costs over the next two or three years.  There were myriad measures that were signed off by all the executives concerned.

Telstra's first task is to generate another $400 million in revenue without sparking a price war.  And, if there is a price war, to isolate it to one or two markets so that it does not affect the total program.

The most sensitive area is the fast-growing mobile phone business where Telstra's market share has been savaged to 48 per cent, partly because it withdrew handset subsidies and its competitors did not follow.

These subsidies have been reinstated and Telstra wants to restore market share to above 50 per cent over the next year or two.

 Telstra has many new products in the pipeline that it believes will generate the required extra revenue without sending its competitors into a price frenzy. Outsourcing - As time went on the initial outsourcing savings disappeared.  Telstra now believes that it is a technology company and an essential part of its operation must be the intellectual property of its billing system.

Telstra is now designing its own billing system, although it will subcontract some of the design work.  It will then outsource much of the operation of the billing system while still retaining the intellectual property of the system.

A modern billing system allows a telco to bring products to the market quickly, evaluate its success and cross-sell products.  The new billing system will both reduce costs and generate revenue.  Telstra says that, as part of Six Sigma, it is an "opportunity pool" of between $700 million and $900 million over four years.

The second key Blount strategy that is being overturned is his old decision to sell off the company's construction business, NDC.  Instead, it is being incorporated into Telstra because the company believes that the ability to install facilities is a key part of it overall coordinated customer service and must be linked to the parts of the group requiring the service.  There will continue to be some outsourcing as a monitor on costs.  The integration of NDC provides a hefty $80 million saving in the current financial year.

An essential part of the Six Sigma program that Moffatt brought to Telstra is the integration of the total operation.

In the 90's many global telcos sold off parts of their business and Telstra is one of the few telcos that has the full spectrum of telecommunications services. With the exception of Singapore Telecom (Optus) most of its opponents are specialised.

If there is a price war in any part of the market, a telco operating across the field can last the distance much more easily.

Along with most regional Australians, the axing of 10,000 jobs within Telstra at various times we considered was incomprehensible and the loss of highly trained technicians from local areas has meant the network has been constantly deteriorating.

Hopefully, now this decision is to be reversed.

At the risk of boring you with my story once again to yet another inquiry, here is my story repeated as per my submission to Senate Inquiry 2002. 

Recently we experienced phone and Internet problems, which turned out to be fault(s) on the line from Exchange.  The technician changed our line onto the last remaining spare line - all other spare lines were unserviceable.  In the course of conversation he mentioned that further up the road there was a junction box where the lines are spliced and the gel had deteriorated.  The main line into the exchange has been hanging on the fence for three years following a flood in the creek.

As a matter of interest, a submission on your website was in the name of my neighbour who also reporting a phone line hanging on the fence following a flood.   However, though sharing the same name and problem, Ms Jill White is not my neighbour, but from Katherine, Northern Territory.  

I think this coincidence confirms that the problems in rural and regional

Australia are endemic where the lack of funding for general ongoing maintenance has been outside the budget for many years - since privatisation and staff rationalisation commenced.  Contractors are contracted to do specific tasks and Telstra servicemen have only time allotted to get people back on the air - not fix the network faults.

Telstra Countrywide was set up to listen to rural consumers.  The meeting in Coolah two years ago was told of this phone line on the fence but nothing happened to rectify faults.  Recently, after Senator Alston allocated dollars to "fix the bush" I wrote to

Countrywide and I now have the assurance that all faults relating to Turee Creek

Exchange will be rectified by 21 October 2002.

I would suggest that all technical logbooks from all country exchanges should be collated to obtain a true picture of the state of regional networks in Australia.

UPDATE SEPTEMBER 2003

As promised, in October 2002, the telephone cable washed out of gully was replaced by a new underground cable, one kilometre in length.  The excavation team of contractors took 4 working days and the technicians 2 days.  The local Telstra crew worked on it on Friday 25th October.

It took a Senate Inquiry, a Regional Inquiry and a special Ministerial directive for funding for maintenance to bury one small rural cable.

I wonder if Mrs Jill White from Katherine NT has had her cable buried yet.

In Mr Gottliebsen's article - "Telstra is one of the few telcos that has the full spectrum of telecommunications services" may I further return to my 2002 submission - FURTHER PRIVATISATION OF TELSTRA
Regional Australians are alarmed that further privatisation of Telstra will result in further deterioration of services and increased charges.  It may even be feasible that a fee will be charged for service when a fault in the network results in loss of service.

Currently, fee for service can be charged to the customer if a technician is called and the fault is located in a non-Telstra compliant handpiece or extension.

This fee for service on private equipment could easily be extended to network fault

callouts under full privatisation.

In the current climate of corporate excesses and collapses, the push for full privatisation of Telstra is inconsistent with other Government initiatives.  Legislation prohibits QANTAS from further foreign ownership but under globalisation in an open market, it would be all but impossible to restrict ownership of Telstra shares to majority Australian buyers, despite the best intentions.

An article in "The Australian" July 30, 2002 page 31, by Stewart Fist, gave interesting figures on other nations' public-private partnerships with telcos.  "Richard Alston invented the term half-pregnant to describe Telstra.  Since then, Liberal propaganda has promoted the idea that this is a distinctly Australian phenomenon, which can't be sustained.  Unfortunately, the facts don't support these claims.  Most European telephone companies are part private like Telstra and experience has shown that this is a sustainable and stable structure provided the government keeps the company executives in line and the shareholders don't get carried away with infectious greed.

Austria, Belgium, Finland, France, Germany, Greece, Norway, Sweden and

Switzerland all retain solid government shareholding in their dominant carriers for very good reasons.

The European Union put pressure on its national governments to liberalise a number of key industries (airline, electricity, etc) in an attempt to foster competition.  The

European countries that sold off their phone companies entirely (Ireland, Italy,

Portugal, Spain etc) were generally those desperately needing to reduce government debt to satisfy the Maastricht Treaty requirements on a common EU currency."

Ireland's national carrier Eircom, like British Telecom, ran into problems after full privatisation.  Horror stories of excesses of Dutch and French Telcos with foreign acquisitions abound.  The German Deutsche Telekom suckered in herr-und-frau investors at very high prices.  A two-year acquisition spree by Deutsche Telekom built up 67-billion euro debt before suffering a catastrophic loss of value as the market collapsed and its shares are now rated at junk-bond levels.

Full privatisation was popular in Eastern Europe and South America for obvious reasons that their economies were collapsing or they needed to develop infrastructure.

Asia was a much more mixed bag - Malaysia went for full privatisation but with heavy government controls.  Singtel bought Optus at far too high a price and has a major debt problem.  South Korea and Japan, Indonesia and Thailand, have part- privatised domestic carriers.  There is evidence government ownership tends to keep the companies focused on servicing domestic markets rather than on speculative overseas ventures."

UPDATE SEPTEMBER 2003

I have little knowledge of current status of overseas telcos but presume privatisation has remained static. WorldCom, One.tel etc collapses meant that noone would want to touch telcos.  

Returning to Mr Gottliebsen's article -

"Telstra II shareholders still have a long wait before their original share value is returned.  But they now know that part of the reappointment of Switkowski was the adoption of a program that will restore double-digit profit growth and, in time, Telstra II sharevalues."

"The adoption of a program"  - is not this a return to what Telstra used to do before the CEO decided to jump on the bandwagon of outsourcing everything?

Further articles The Australian September 3 2003 Business Page 36 

Michael Sainsbury - Telecommunications

Telstra to bring its billing back home 

Telstra is planning a $300 million overhaul of its fractured and antiquated billing systems.

But finance chief David Moffatt hopes that by rationalising Telstra's 21 separate billing systems, the company will save $400 million to $500 million in capital and operating costs over the next five years.

Telstra has traditionally used information technology services companies, known as outsourcers, to run its billing systems.  Now the telco is part way through a program to overhaul the capabilities of its 2600 IT staff, as well as a review of its major IT contract arrangements.

Mr Smith, Telstra chief IT officer, described the value gained from Telstra’s past outsourcing contracts as "marginal".  Telstra's billing is in such disarray that it is unable to put its high speed Internet services, such as ADSL and cable modems, on the same bill as its other products - despite offering them to customers in discounted "bundles".

"Billing, customer care and provisioning are our core assets - we absolutely have to be able to do that better than anybody," Mr Smith said.

No argument from me.

ADVERTISING

The Australian Media Section May 22-28 2003 Page 11 Paul McIntyre 

Telstra ad review rings agencies' alarm bells

Let’s take a look at what Telstra is up to.

The telco giant is actually doing something different with its own advertising review, worth between $80 million and $100 million.  Instead of taking the Optus option to appoint one shop across the business, Telstra has short-listed at least six agencies to pitch on some, but not all, key customer segments, including youth, consumer, corporate, mobile, BigPond Internet and SoHo.

So while Telstra's new advertising approach appears a touch groundbreaking, the

Telco has been here before and failed to deliver.  

In 1999, Telstra was within days of bankrolling its own hybrid advertising agency called Chorus, made up of individuals from various agencies who were to be seconded to Chorus for a bucketload of money.  Chorus held promise and was certainly different, but new Telstra chief executive, Ziggy Switkowski, canned the centralised idea and put marketing communications back under control of Telstra's disparate business units.  Of course, that didn't work either because every division was out doing its own thing and Telstra's brand went backwards.  Within 18 months

Switkowski had changed his mind and "recentralised" his decentralised model.  Fun in the Telstra labyrinth.

Who knows whether Telstra's latest efforts will lead to significant innovation.

Personal observation of Telstra attempt to get the information across

Full colour page newspaper Telstra advertisements in August have Ravi Bhatia, founder Primus Australia and CEO of Virtual Communities Ltd.saying that "I know all about competition.  That's why I choose Telstra."  Telstra (is) "the world's 14th largest communications company, and supported by one of Australia's most qualified technology teams, they truly are one of the great communications partners".

This is very confusing to me because I thought one chose Primus as competition to Telstra for cheaper calls.

In fact, everything about Telstra's advertising is confusing.  Last week, we rang Telstra to find out more about "Tired of fighting over the phone line in your home or home office? Telstra news Issue 9 mailout with phone bill.  With 5 adults in the home, this is often our situation.  "Want faster dial-up Internet connections?  Want to surf the net and talk at the same time?"  (or, as in our case, try to sort out inoperative

On-Line banking setup when unable to connect at the same time as talking to call centre on our one and only line.)

We rang 13 22 00 and we were very fortunate to log on to a very switched on sales person who wanted to give us the best possible advice.  Firstly, Telstra has a deal on at the moment for free installation of a second line and half-cost line fees for a year (no advertising seen about this).  The sales person offered to go through our plans and checked off more than $150 in savings by changing to Home Line Advance instead of

Home Line Plus - plan checked just a few months ago when Telstra had sent a new brochure.  We constantly check our "deal" with Telstra and depending on the operator's understanding of Telstra's marketing plans, huge savings can be gained.

The mobile plan was also wrong for us when the usage pattern was studied.

This review of our account took 1 hour 10 minutes which was over the limit for calls at the call centre and bombed out the system - all phones out, all operators shut down, call centre paralysed.

Meanwhile, back at our local Coolah CTC, Telstra Countrywide on a marketing initiative on Friday 19 September delivered a spiel on Telstra ISDN Home.

"Telstra ISDN Home converts your existing Telstra phone line into two lines, giving small home offices and busy households the convenience and versatility of an extra line" - (Telstra News Issue 9) - by changing analogue line to digital.

This sounded better than having to pay two line rental fees BUT WAIT, THERE'S

MORE ... Line rental fee jumps from $26.50 to $45.50 per month. Minimum ISDN plan for Internet on ISDN is $44.95 per month  (total $90.45) - currently our Internet plan is $28.95 for unlimited use.  HOWEVER, there is also a conversion charge from a standard PSTN line to ISDN that is a one off fee of $190.30.  This price includes the price of the new ISDN modem Telstra will supply and install for you.  If you require the line to be transferred back from ISDN to PSTN in the future it will cost $125.00.

The ISDN service runs on two speeds for the Internet 64kbps and 128kbps.  HERE IS

THE CATCH - if you dial up on the 128kbps you can not use your second line.  If an incoming call comes through it will bump your speed down to 64kbps and your ISDN Internet will automatically charge you a local call rate to decrease your service from 128 to 64.  When you conclude the call, it will give you an option to upgrade using both lines to the 128 speed.  If you agree, it will then charge you another local call to do so.  On the ISDN service the local calls will jump dramatically, and cost $90.45 for Internet and ISDN line (at about 3-4 times faster than current dial-up.) This detailed information was emailed to us by the aforementioned sales person - not printed in handy easy to understand Telstra brochure.

Why do customers have to dig and delve for the best possible deals from Telstra especially when we have everything with Telstra - two fixed phones, BigPond and four mobile phones?????

Telstra would better spend their $80 to $100 million advertising dollars on encouraging satisfied customers to do their advertising for them.

The Australian August 5 2003 Kate Mackenzie - Broadband 

Telco changes funding

Telstra has confirmed it will give out another round of funds to broadband content developers, but has changed the terms of the original plan.

Telstra announced the fund at the World Congress on IT in Adelaide in February

2002 amid criticism it had been thwarting broadband take-up in Australia.

Telstra handed out $4.25 million to 18 recipients in the first round of grants earlier this year, out of a total of $10 million committed.

Most of the first round of funding went to programs that enabled B2B services (business to business) or were for the education, health or rural sectors.

The terms now state: "new and innovative content that's part of an application, tool or technology, which require a high speed data flow and an upstream channel to enable the user to interact with the content" is now allowed.

However, only projects that involve an upstream channel will be successful in this round.  Applicants have until September 18 to submit proposals.

The Senate Committee may be interested to find out how many submissions were made.

The Australian August 5 2003 Page 29 IT Today Chris Jenkins

Telecommunications

Union challenges Telstra's service breakdown claim

Telstra's claim for an exemption from mandated customer service standards following recent rain in Victoria has been branded an "insult" by union officials.

In a notice placed in The Herald Sun newspaper, Telstra used "high winds and persistent rain" in Victoria on July 23 and 24 to claim exemption from the Customer

Service Guarantee.  Claiming an exemption allows carriers extra time to complete work and absolves them from penalties payable to customers.

Telstra can claim a "massive service disruption" exemption if job times are 20 per cent more than normal.

However, the Communications, Electrical and Plumbing Union (CEPU) said the faults were a result of "slash and burn" job cuts at Telstra, rather than any problem with the weather.  The CEPU said job cuts had left Telstra with too few staff to carry out essential repairs.

Poor network repairs forced by capital spending cuts caused many of the problems,

CEPU branch secretary John Ellery said.  The cuts were to lift Telstra's share price prior to full privatisation.  

Examples of poor repairs included using plastic bags to cover cabling, he said.

A friend who works in Telstra has told me that on NSW Central Coast 

200,000 -300,000 subscribers have been reclassified as rural in order to boost Telstra faults statistics.

The Australian August 5 2003 IT Today Page 26 Simon Hayes  -Trade

Telstra a target in trade talks

Access to Telstra's copper network has become a hot issue in Australia-US Free

Trade Agreement talks, with US Government officials warning telecommunications competition was a matter of concern.

Negotiators - who will meet in Canberra in October for the fourth round of talks – will cover telecommunications as part of talks on access to services markets.

The official speaking on condition of anonymity said his comments were not part of an official negotiating position.

He said US carriers must have fair access to Telstra's copper network.

"In the last few years, the issue has not been government ownership of Telstra but the regulatory environment and the pricing structure under which competitors can have access to Telstra's copper wire network," he said.

The official was clarifying US Trade Representative Robert Zoellick's letter to US

Congress, which sets down issues the US, is discussing with Australia.  Ambassador

Zoellick said he was seeking  "comprehensive approach to market access" including "additional disciplines for telecommunications".

In both countries aspects of the telecommunications environment are in flux," the official said.  "This could be an area where the two parties could find mutual benefit."

A Telstra spokesman rejected the criticisms, saying the Australian market was far more open than the US telecoms network, and several US companies were operating locally.

The Telstra network was "completely open" and he was not aware of US concerns. 

Telstra staff had been involved in the talks, he said.

"Primus has said on many occasions that Australia is the jewel in its crown," he said.

"Australian companies going into the US faces severe restrictions that companies such as Primus don't face here."

No wonder Mr Ravi Bhatia was happy to appear in Telstra advertisement.

The Australian August 28 2003 Geoff Elliott Michael Sainsbury - Executives

Performance hurdles for Ziggy, Telstra's $7 million man

Telstra chief executive Ziggy Switkowski could earn as much as $7 million a year under a new contract to lead Australia's biggest company until the end of 2007.

Dr Switkowski's base pay is $1.455 million but it soars if he meets a series of performance hurdles, including profitability and share price performance.

Mr Mansfield did not specify the targets and said the board could change them from year to year.

The vote of confidence in Dr Switkowski comes despite the company's failed investment strategy in Hong Kong and its dabbling in the dotcom internet boom.

"There's certainly been some mistakes along the way," Mr Mansfield said.  "There's no doubt that whole experience didn't achieve its goals."

But he said it was not Dr Switkowski's fault alone, and the board shared responsibility for the investments - which included the $5 billion splurge on joint ventures with Richard Li's Pacific Century Cyberworks in Hong Kong. Stock market analysts generally welcomed the appointment.

They said Dr Switkowski's challenge would be to lift Telstra's share price.

While it has strengthened to $4.80 from below $4 earlier this year, it is still well below the $7.40 paid by investors in the Telstra 2 offer from the Howard Government.

"The share price is a big challenge," Mr Mansfield said.  "It's a big goal for us to deliver a share price that benefits all shareholders."

The Australian Business June 3 2003 Page 21 Christine Wallace- Government

Audit call in Telstra valuation deviation

Revisions to a key budget table have revealed the Howard Government's downgrade of Telstra's value to be $7 billion, not the $3 billion originally thought.

The massive downgrade nearly twice the size of the private sector's recent benchmark - National Australia Bank's $4 billion writedown on its US business Homeside – has boosted Opposition call for the resumption of audit of the federal books.

Auditing of the federal budget was discontinued in 1997.

Parliament's Joint Committee of Public Accounts and Audit has unanimously recommended that auditing resume.

Revised figures released by the Minister for Finance. Nick Minchin, showed that the value of government equity holdings, which include Telstra, have been revised down from $49.5 billion for 2002-3 to $42.6 billion - a $6.9 billion downgrade.

"The budget had assumed that Telstra had risen in value from the $4.75 assumed in the Final Budget Outcome for 2001-02 to the fictional price of $5.25 at budget time, resulting in an equally fictional $3 billion profit for the Government," Opposition finance spokesman Senator Stephen Conroy said.

"The revised budget number recognises that the Telstra share price actually fell sharply over the period, resulting in the $4 billion loss to the Government."

The two movements together added up to a $7 billion downgrade," he said.

On releasing the revisions, Senator Minchin said: "Estimates of net worth can be provided on different bases and using different estimating assumptions."

He defended the original budget estimate saying the process required the

Government to make an estimate of future prices, which will always be subjective.

"In any event, market prices change on a daily basis," he said.  "The only time that a precise market valuation can be obtained is in retrospect."

The Opposition says the drastic Telstra downgrade results from the Government's deviation of the Government Finance Statistics (GFS) accounting rules laid down by the IMF.

The budget papers state that it is prepared in line with GFS rules and Australian accounting standards.  However, the Opposition has been tracking a number of deviations from these accounting standards.

Another deviation is below-the-line "economic revaluation" of a $5 billion upgrade in estimates of the Commonwealth’s unfunded super liabilities by Mercers, which, by

GFS rules, would have been an above-the-line expense.

Auditor-General Pat Barrett has also criticised the Government's failure to count the

GST as Commonwealth revenue, though it is responsible for its collection and distribution.

Frankly, I am not qualified to make any academic or economic conclusions about this article but to me it smells fishy.  If we can overestimate the value of something and then revise it without question, perhaps we are not in a position to sell it after all – we could be losing too much.  

AND if the GST revenue can be misplaced, what would happen to the money from the sale of Telstra anyway?  The Government would write that down anywhere too.

The Weekend Australian June 14-15 2003 Michael Sainsbury

Just what the doctor ordered

After four years and billions spent on wasted projects, the telecoms industry is back where it began - a profitable duopoly of Telstra and Optus.

For the good doctor Ziggy Switkowski and Chris Anderson, it is almost the perfect outcome.

For the past four years, the fierce rivals have watched and worried as dozens of putative competitors with over-inflated aspirations battled for a slice of their telecoms dollar.

Now, as quickly as it started, it appears to be over.  The cosy and now profitable, duopoly of Telstra and Optus is on the verge of being restored.  But at a staggering cost.

In an implosion of wealth that dwarfs the $2 billion collapse of One.tel for sheer greed and incompetence, billions of dollars have been spent on new telecoms networks that will never be used and thousands of jobs have been sacrificed to, quite literally, pipe dreams to break open the increasingly comfortable Telstra-Optus nexus.

The failure of One.tel, however spectacular, was just the start of rationalisation among the second and third-tier telecom wannabes.  New Tel vanished late last year and Powertel is now at the centre of a takeover battle that has drawn an unusual collection of players into the industry - some for the second time.

Together with a ruthless move by Optus parent Singtel to renege on a contracted $12 million payment to $160 million Perth-Melbourne cable project IP1 - tipping it into the hands of the administrators - the PowerTel play has triggered a fresh round of bids and banking roadshows aimed at making sense of the telco mess left behind by

years of wastage.

Over the next three to four years of industry rationalisation it is likely to engulf almost every telecommunications carrier in the country, including the so-called "second tier" - Telecom New Zealand (AAPT), and Vodafone.  In the end, it will be Telstra and Optus and, just maybe, a third player.  Which raises the question, why did

Australia bother with deregulation?  Only Telstra, after six years of this so-called deregulation telecommunications environment, makes a reasonable return on capital and takes over 95 per cent of the industry's profits.  There are at least 10 companies in which over $10 billion has been invested, quickly sinking under the weight of unreasonable expectations.

PowerTel, IP1, Nextgen (Note: Nextgen formally placed in receivership 3 days after this article appeared in print) UeComm, Comindico, Macquarie Corporate

Telecommunications, Request, Transact and others are regarded as the smallest and most financially stretched companies and seen as the "third tier".

But some analysts are already questioning whether a roll-up of debt-laden,

underfunded players with few customers and the cost bases of much larger enterprises will make much difference.

"At the end of the day you get a whole lot of infrastructure and still no customers," one senior industry executive says.  JB Were analyst Craig Connolly puts it this way:

"Consolidation of second and third tier players has often been cited as a potential catalyst for a rebound in the fortunes of the Australian telecommunications industry. 

We have argued for some time that we do not believe this to be the case."

PowerTel has what many of these other projects do not, corporate customers and voice services.  The company has done the hard yards against Telstra and Optus and is turning the corner financially, its supporters claim.

"PowerTel is the linchpin,"an executive from one of the company's competitors says.

Still, more than $400 million has been pumped into the outfit and the best price its long-suffering shareholders will get is barely $35 million.

It would hardly be the right time to sell out Telstra when it is about to turn the corner with open road ahead all to itself and Optus.

Mudgee Guardian May 9 2003

Local Telstra jobs to go

Telstra has announced staff cuts that will directly affect Mudgee area after a dispute with the telecommunications workers union (CEPU).

The announcements follow leaks of Telstra's plan at the time that Telstra's major operational area was voting for the second time on a new Enterprise Agreement that was rejected in its original format because of the proposition for the use of supplementary workers and weekend work at reduced rates of pay.

Telstra staff are gagged from speaking to the media, but the assistant secretary of the

CEPU, Guy Robins said Mudgee region would lose two people.

It is believed that 14 staff west of Lithgow will be cut.

Mr Robins said Telstra have commenced a process to reduce field staff in country regions, despite the fact that there is plenty of work and recent rains have blown out fault queues.

"Many staff, and indeed middle managers, are amazed at the downsizing at a time when our members report that there is increased pressure to work overtime, come in on rostered days off and holiday leave to supplement day to day work, or after hours to do urgent repairs on exchange and data equipment that the remaining staff are unskilled in," Mr Robins said.

"Leave for holidays has been severely restricted due to the lack of staff numbers during periods of high fault demands," he said.

"The backlog of work is so serious in some areas that staff have been requested to work on Saturdays and Sundays or staff are often brought in from as far away as

Bourke, to clear the backlog of faults or installation of new services."

This is what the partial privatisation of Telstra means in rural areas – 

fewer staff, fewer services, more downtime, spiralling cost structure.

Full privatisation - complete abandonment just like the banks.

From: Mrs Carol Richard  "Cooinda” Coolah NSW 2843 Ph/Fax. 02 63 774555

jrichard1@bigpond.com 

To:  Secretary, Senate ECITA References Committee 2003  

Subject:  Inquiry into the Australian Telecommunications Network
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