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\NZ MeCAUGHAN HOUSE,
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PARLIAMENT OF AUSTRALIA - THE SENATE {
; SENATOR MICHAEL BAUME l
20 November 1995 SENATOR FOR NEW SOUTH WALES
Mr Robert King

Secretary l

Senate Standing Committee on Environment, Recreation, Communications &

the Arts l
S1 57

Parliament House - '
CANBERRA 2600 I

Dear Mr King l

In keeping with the arrangements made at the ERCA Committee's hearing into |
Telstra on 17 November 1995 for my questions on C.o.T. cases to be taken on ;
notice, with the responses to be "in camera", I now ask:- |

1. Please respond and the matters raised in the attached two faxes to me from
Alan Smith. I am particularly concerned about the allegation that a Telstra |
employee recommended that Coopers & Lybrand be threatened into
withdrawing their report into this matter (p 4), that heat was belatedly shown ,
to have caused faults in the unmanned exchange, that the Bell Canada
International report should be “cleansed", and that there was a potential for =
conflict of interest with the arbitrator and the technical resource team. I

2. Please respond to the matters raised in Ann Garms' letter to the ombudsman
of 14 November 1995, a copy of which has been sent to me, which raises some '

of the matters in Mr Smith's correspondence and others relating to her own
business. !

3. Please respond to the five submissions made to me on 17 November 1995 by

Ann Garms, and to the memorandum from Stephen Black to David '
Krasnostein of 2 March 1994.

Yours sincerely,

e

SENATOR MICHAEL BAUME

Senator for New South Wales |
70 PHILLIP STREET, SYDNEY (GPO BOX No 36, SYONEY 2001) FACSIMILE 02-251 2840 TELEPHONE 02-251 2631 TOLL FREE 008 805 026

ARLIAMENT HOUSE, CANBERRA, ACT. 2800
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FACSIMILE 06-277 3814 TELEPHONE 08-277 3810 ¢
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Mr Gordan Hughss
Hunt & Hunt
Level 21 )
459 Colling Strest - No attachments on file
MELBOURNE VIC 3000 ,
Dear Mr Hughes
PROVISION OF INFORMATION ;
The Fest Trask Settlezseat Proposal agreed to by all patie to the Acbitration requises 1o |
paragraph 2(c) that Telecom make available to the asssasor copies of both the Coopers &
Lybrand mmm&wmmmmmwmm - :
The documents enslosed with this covering letier are:
1, Bell Cansda Intemational Ino. Reportto Telecom Australis, 1 November 1553.
2. Coopers & Lybrend Revisw of Telecom Australists Diffioult Network Fauls Policigs
: and Procedures, November 1993. ' | :
= 3, Telscom Australis Responss to Coopers & Lybrand Repors and Bell Caneda
Intemational Repert, December 1993, '

-. I have azzanged that Mr R. Pallock will deliver thase to you by hand. He will ba handling|the
f arbitration procass of the four COT Cases, and canbe contacted on 634 8484 should you deed
2 nip assistance. ' s
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2 REVIEW OF APPROACH TO
Dirricurt NETwork FAULT CASES

220 Some customers were put under a degree of pressure to agree to
sign settlements which in our view goes beyond normally accepted,
fair commercial negotiation practices.

We have found evidence that an inappropriate use of legal
representation and aggressive tactics were used in negotiating
settlements and attempting to develop a resolution process.

We are concerned that Telecom statements to the press about these
settlements, in the light of the above, were bound to be considered
inflammatory by the customers concerned and have contributed to the
failure of the settlements to achieve a resolution to the case. Examples
of statements in the media include:

-----

businesses that complained of service faults in what
critics believe was a bid to buy their silence™

“....in “very generous” settlements with several small

« ...in Telecom’s opinion, very generous and have
contained 2 not insignificant component beyond that
which could be supported by objective analysis of the
factual evidence”

221 Telecom's control of external advisers has not been sufficiently
rigorous.

Our analysis of legal and accounting work done on behalf of Telecom
has indicated that some functions performed at this level have been
inappropriately managed and controlled. We were not supplied any
evidence of a specific briefing by Telecom for work currently being
performed by accounting advisers or evidence that Telecom
Management had an understanding of their role.

Customers have been required to produce technical information for
external advisers which should have been made available from Telecom
staff.

222  Telecom placed an unreasonable burden on DNF cases to
provide evidence to substantiate claims for situations where all
telephone fault information that could reasonably determine loss
should have been held by Telecom.

While Telecom is considered to be entitled to obtain information on
business performance from customer we believe Telecom unreasonably
used its inability to adequately document faults and test for causes s a

' defence against claims.
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2 REVIEW OF APPROACH TO ,
Dirricurr NETWORK FAULT CASES

commercial negotiation practices ¢nplayed by organisations such as
Telecom.

We helieve thatin sama cases an méppmpnnte use of legal representation
and aggressive tactics were used in negotiating settlements and attempting
to develop a resolution process. :

We are concerned that given the above, Tcler.'om statements to the press
about these scttlements, were bound to be considered inflammatory the

customers and contributed to the fallure of the serriements 10 achieve a
resolution to the cases. Examples of statements in the media include:

“.....in “very generous” settlements with several small
businesses that complained of service faults in what ¢ritics
believe was a bid to buy their sileace”

5 in Telecom’s opinion, very generous and_hﬁe containeda
not insignificant component beyond that which could be
supported by objective analysis of the factual cvidence”

2.21 Tckcom s control of external advisers was not suﬂlcicnﬂy
rigorous,.

Our analysis of lagal and accounting work done on hehalf of Telecom
indicates that some functions performed by external advisers were
 inappropriately managed and controlled by Telecom, We were notsupplied
with any evidence of a specific brief by Telecom for work currenﬂy being
performed by accounting advisers orevidence that Telecom senior
management had anunderstanding of thair role, -
Customers have been required to produce technical information for
external advisers which should have been made available by Telecom staff.

2.22 Telecom placed an unreasonable burden on DNF cases to provide
evidence to subsiantiate claims for situations where all telephone fault
information that could reasonably assist to dmtu lor: should have
been held by Telecom.

To detormine scttloment of 2 dispute Telecom is considered to be eatitled

to obtain information on business performance from customers. In

relation to informatioa on the nature of complaints and their incidence, it
_ is Telecom’s responsibility to collect the information and we helieve

Telecom uareasonably used its inability to adequately documnt faults and
test for causes as n defence against claims.
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