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CHAPTER TWO

THE COT CASES, THEIR COMPLAINTS
AND
THE EXTENT OF THE PROBLEM

This Chapter provides an overview of the COT Cases, their complaints and the
extent of the problem. Further detail of their complaints may be found in Chapter
Five and the following Chapters.

THE COT CASES

COT (an acronym for the Casualties of Telecom) has been coined by a
group of Telecom's customers to describe their loose association for the purpose
of bringing pressure to bear on Telecom to resolve their individual complaints
about Telecom's service.

22  The members of COT, or the COT Cases as they call themselves, are
persons who are, or were, the proprietors of small businesses that rely, or relied,

. very much on the telephone to conduct their business and to generate business.
For example, some came from the hospitality industry and were dependent on
telephone bookings and reservations. Another runs a courier service.

The original COT Cases
2.3  The persons referred to in this report as the original COT Cases were -

. Mr Graham Schorer, Golden Messenger, North Melbourne,
Victoria (spokesperson)

\\ . Mrs Ann Garms OAM, Tivoli Restaurant, Fortitude Valley,
Queensland

. Mrs Maureen Gillan, Japanese Spare Parts, Enoggera, Queensland

. Mr Alan Smith, Cape Bridgewater Holiday Camp, Cape
Bridgewater, Victoria

. Ms Shelagh Hawkins, Society Restaurant, Melbourne, Victoria.

2.4 TItisrelevant to note that Ms Hawkins no longer carries on the business
referred to and there is minimal further reference to her case. Also, Mrs Gillan
ceased to carry on her business and certain of the monitoring and testing
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- a RAM relay armature problem which posed a risk to
services using a rotary hunting facility

- local access network problems in the Fortitude Valley area
- problems inherent in the use of diverters

- Telecom's number assignment procedures for rotary hunting
group line assignments which may, as suggested by Bell
Canada International, lead to problems.

AUSTEL's finding that the above matters have the potential to affect the services
of particular COT Cases does not extend to whether Telecom has failed to meet
acceptable service standards or caused the losses claimed - those are issues to be
addressed in the Fast Track Settlement and proposed arbitration procedures.

The extent of the problem

1.15 While the information available to AUSTEL does not allow it to determine
with real precision the number of Telecom's customers who have experienced, or
are experiencing, service difficulties and faults like those experienced by the COT
Cases, it is reasonable for AUSTEL to conclude that -

. the number of Telecom customers experiencing COT type service
difficulties and faults is substantially higher than Telecom's
3 .ogiualesiineof SO

. the number of Telecom customers who are in the COT Cases’
category, that is, customers who have -

- _experienced COT type service difficulties and faults; and

- received similar treatment in Telecom's handling of their
complaints,

£

is higher than Telecom's original estimate of 50.

Telecom has conceded that its ori ginal estimate requires revision - ses paragraph
1.65. ;



24 Chapter One

1.65 Telecom objected to extrapolations in the draft of the REARK survey
(Chapter Two) as to the extent of the problem. When first expressing its objection
orally, its representatives conceded that -

. Telecom needs to revise its earlier estimate that “... the nuwnber of
\ customers experiencing difficult faults, including ‘blatant’ cases, is
likely 1o be less than 50 nation wide, very much lower than the
‘hundreds’ claimed despite considerable national publicity”
. the figure could be "substantially in excess of 50" and "maybe in /
the hundreds”.

Telecom subsequently informed AUSTEL in writing as follows -

"... Telecom is still concerned that, in the absence of agreed service
standards, the proposed reference to 'some hundreds’ of customers has the
potential to be misleading.

At our meeting on 6 April 1994, Telecom indicated that it accepred that the
number of customers reporting DNF-type problems might potenzially be
more than 50. However, in the absence of agreed service standards, it is
not possible to define objectively how many customers are not receiving a
satisfactory level of overall service.” '

(Letter dated 11 April 1994, Telecom's Group General Manager Customer Affairs
to AUSTEL)

While AUSTEL agrees with Telecom on the need for agreed service standards,
their absence does not invalidate a finding that the number of Telecom customers
experiencing COT type service difficulties and faults is substandally higher than
Telecom's original estimate of 50. In light of the above concessions, the
extrapolations objected to which appeared in the draft does not appear in this
Teport.

1.66 Telecom also objected to a paragraph in the draft reporting allegations by
the COT Cases about the nature of a briefing given by Telecom to Senators. As
the allegations were based on hearsay only and the paragraph was not essential to
AUSTEL's findings, the paragraph does not appear in this report.

1.67 Telecom further objected to the findings in the draft report relating to the
Bell Canada International report. It said that the findings were -

"... misleading in that they focus on minor issues and ignore the primary
finding of the BCI report in relation to those same issues, and are also in
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Chapter Two

2.71 Notwithstanding the qualifications that must attach to any finding
AUSTEL may make, it is reasonable for AUSTEL to conclude that -

L

the number of Telecom customers experiencing COT type service
difficulties and faults is substantially higher than Telecom's original
estimate of 50

the number of Telecom customers who are in the COT Cases’
category, that is, customers who have -

- experienced COT type service difficulties and faults; and

- received similar reatment in Telecom's handling of their
complaints,

may be highcr than Telecom's original estimate of 50.
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customers who have experienced service difficulties and faults of the kind
described by the COT Cases is significantly higher than Telecom's estimate of 50
and possibly in the hundreds.

FINDINGS

2.69 Telecom's original estimate of 50 as the number of customers who have
experienced COT type service difficulties and faults was too low. Telecom has
conceded that its original estimates requires revision - see paragraph 1.65.

2.70 While the information available to AUSTEL does not allow it to determine
with real precision the number of Telecom's customers who have experienced, or
are experiencing, service difficulties and faults like those experienced by the COT
Cases, the following indicates that the number of customers experiencing COT-
type service difficulties and faults is substantially in excess of Telecom's original
estimate of 50 -

. the complainants known to AUSTEL (paragraph 2.29)

. Telecom's policy of settling matters conditional upon its customers
refraining from complaining to a regulatory authority (paragraph
2.30) '

. Telecom's statements of its liability (paragraph 2.30)

. the possibility that some customers have stopped complaining or
are prepared to accept a less than satisfactory service (paragraph
2.30)

. the geographic spread of the complaints known to AUSTEL
(paragraph 2.31)

. the attendances at the Brisbane meetings (paragraphs 2.37 and
2.39)

. the responses to Mrs Garms' questionnaire (paragraph 2.40)
. AUSTEL's analysis of the Brisbane matters (paragraph 2.46)

. the REARK survey (paragraph 2.57).
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The following letters, dated 8 and 9 April 1994, to AUSTEL’s chairman from Telstra’s
group general manager, suggests that AUSTEL was far from truly independent, but
rather could be convinced to alter their official findings in their COT reports, just as
Telstra has requested in many of the points in this first letter. For example, Telstra
writes:

“The Report, when commenting on the number of customers with
Cot-type problems, refers to a research study undertaken by
Telecom at Austel’s request. The Report extrapolates from those
results and infers that the number of customers so affected could be
as high as 120,000. In relation to point 4, you have agreed to
withdraw the reference in the Report to the potential existence of
120,000 COT-type customers and replace it with a reference to the
potential existence of “some hundreds” of COT-type customers” (See
Open Letter File No/11, page 3, point 4) website absentjustice.com, also
attached here.

The following day, Telstra again writes to AUSTEL stating:

“the number of Telecom customers experiencing COT type service
difficulties and faults is substantially higher than Telecom’s
original estimate of 50”. (Public Government Report)

The fact that Telstra (the defendants) were able to pressure the government regulator
to change their original findings in the formal 13 April 1994 AUSTEL report is
deeply disturbing. The 120,000 other customers — ordinary Australian citizens —
who were experiencing COT-type problems are not referred to in the Department of
Communications Information Technology and the Arts (DCITA) report (see Senate
Evidence File No/28), although this was used by them to determine the validity of
the COT claims during the ‘so called Senator Helen Coonan’s April 2006 government
COT Case independent assessment process’,
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$ April 1994 Telephone (03] 832 ¢
Facsimee 103) §32 222

Mr Robmn Davey
Austel
By Facsimile: 820 3021

Dear Mr Davey

~ Preliminary Draft Austel Report ("the Report”)

The purpose of this letter is to confim Telecom'’s comments made to your officers in respect of
the prefiminary draft of the Auste! Raport which was made availabie to Teiecom for comment.

Those comments are coverad in the following three sactions: General Comments, Key issues of
Maijor Concern to Telecom, and Comments on Secondary issues.

Telecom's General Comments

As a broad comment, if the Recommandations in the Report reflect the amendments and
additions | discussed with Mr MacMahon yesterday, then Telocom would consider the
Recommendations substantially acceptable and would so state.

However, Telecom understood the purpese of Austel's Report was to assess defects in
Telecom's process of dealing with customer complaints of persistent faults, snd the Report fails
ta accomplish this objective. Telecom is willing to accept a report that lllustrates the history of
the problem by describing the COTs' complaints, fairty presenting Telecom's responses (o those
comiaints analysing how Telecom's processes and systems may have failed to addrass and
resolve those complaints in a satisfactory and timely manner, and then presenting Austel's
Recommaendatiens for improvements. Telecom cannot accept a report that merely repeats
unsubstantiated. and in some cases defamatory, claims without giving equal space 1© Telecom's
reply, thereby giving express and implied support to those claims, Austel is not in a position to
arbitrate on the merits of those allegations.

Auste! and Telecom have agreed that Dr Gordon Hughes, as arbitrator, will adjudicate on the

metils of those cimims end will detarmine the amaunt of compensation, if any, required. This is
not Austel's function, nor has it conducted the kind of investigation that would enable it to
responsivly make such determinations of iaw or fact

Telecom acknowladges Lhat its handling of aspects of the CQOT cases has not always been ideal
and recognises that improvements need to be made, as has been evidenced by Teiecom's
prompt and diligent response to lhe recommendations of the Coopers and Lybrand Report

However, in respact ot the narratve in the Report, Talecom considers that the Report is
unbalanced in that aliegations against Telecorn by many parties, many of whizh are defamatory
and still unsubstantiated. are simply repeated without groviding adequately for Telecom's iz
response to these allegations. By repeating these allegations. Auste! cloaks them with
credibility. W
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in addition, | spent some four hours with Mr MacMahon yesterday going through in detail
Telecom's comments and concemns on the narrative of the Report. In general. Telecom
considers that Austel's selective use of technical information in the Report has the potentiai to
mislead readers and, in a number of cases, the conclusions drawn from the matenai presanted
are unsound and unsubstantiated by the evidence. Telecom is als0 concerned that in the more
general areas the information presented demanstrales an unacceptable bias against Telecom.

in our dizcussion yesterday, Mr MacManon effared me the cpportunity to provide responses to a
number of these allegations and | have agreed 10 do so. | will previde these responses by
Monday 11 April 1004.

Telecom also considers that fwa additional issuas for which Austel has a pamary responsibility,
should be specifically ircluded :n the Recommendations. The two matters are firstly, the need
for Austel and the carriers lo agree a definition of a satisfoctory standard of service against
which future performance can be measured, and secondly, the requirement for Austel to move
promptly to set iirnitations on carriers’ liability under section 121 of the Telescommunications Act
1891. The iatter matter has now become urgent. Recent media coverage has heightened the
public awareness of the avanability of compensaioiy payments for business lesses without
referance 1o the normal limitations of liability which are provided ic telecommunications carriers
woridwide. In addition, customer response to the recent damage o Telecom plant in Melbourne
and Hobart has demonstrated the need for stability in this area.

Key issues of Mzjor Concern to Telecom
There are five key issues of major concem to Telecom. Each is deait with in turn below.

1. The al inn that the Chairman of T i il
Communications, Mr David Beddall. This allegation is supposedly supported by Austei
by quotations from ietiars fram Telecom and Austel. Telecom has not praviously been
given the opportunity to comment on this allegation. Telecom is aiso concemed that
AUSTEL does not appear to have consuited the previous Minister on his views on this

matter. Telacom's view is that this al tion must be fr

2. The allegation that Mr lan Campbeli misled the Senaie and that Telecom misied other
Parliainentarians. From our roview of the Repent, there is ne evidance offerad to
suppert the allegation that Mr Campbell misied the Senate, and from my personal
knowleage of the cuinments of at lsast onc of the Senators briefed at these sessions.
Telecom considers that this allegation is completely unfounded. | understand from Mr
Campoell that you nave indicated that this aliegation is-to bo withdrawn. ‘Nouid you
please confirm this in writing. The allegation that Mr Wright was misled by the
information that was given to him by Telecor: has aiso been inciuded in the Report
apparently without investigation. Telecom is concerned that you do not appear to have
consulted Mr Wright on his views on this manter. Telecuin's view is that this alicgation
must be remeved from the Report.

3 The allegation originally made by Mrs Garms that Telecom misled the Australian
Federai Police in an earlier investigation of allegations in respect of her telephions
service. which is repeated in the Report by Auste! in an authoritative way. Telecom
considers that the presentation of this matter in the Report 1s misleading and
defamatory. it is my understanding that Auste! has made no inquiries of the Australian
Federal Police in respect of this matier.

Mrs Garms' original allegations were investigated by the Australian Federal Police and
thay foung no evidenne ta support her claims. Mrs Garms was unsatisfied with their
findings and made aliegations of corruption directly against the Austraiian Federai
Police.
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When Mrs Garms repeated her aliegancn to Teiecom on 27 February 1984, Teiecom
referred the allegation to the Austratian Federal Police for their information and review.
Whilst Telecom has not réceived a formal response from the Australian Faderai Police,
¢ is my understanding from oral comments that tney have considered the aliegation and
tha impact of Mrs Garms' statements on the original findings, and do not consider that
the matter needs to be reviewed further. Under these circumstances, Telecom
considers that the afiegations rapeated in the Report are unwarranted and must be
withdrawn. Oppertunity should be give tc the Australian Federal Police 1o comment on
thie matenrai befora it is published.

4 The Repert. when commenting on the number of customers with COT-type probiems,

\ refers to a resaarch study undertaken by Telecom at Austel's request The Report

uxirapciates from those resuits and infors that the number of customers so aff

couid be 23 high as 120 000. Teiecom s a view that this statement is patentiy
flawed ang is not supported by the outcomes of the study and the subsaqueant follow up
interviews and evaluated material which has bsen provided to Austel.

In view of the high media profiie tha: this Re is kely to generate. and A I's fai
to hmit carrier liability under Section n 121 of the Telecois 1umcatzons i

by Telecom that the inclusion cf this reférence is unn must
be deleted.
A, Paragraph 6.10€ of the Report uses the word ‘cover-up' 1o describe the attitude of

Telecom staff in refation to COT matters, Telecom considers that the use of this term is
defamatory, inflammatory and inappropriate and requests that it be repiacea by the
word 'defensiva’.

Comments on Other Issues

As Teiecom has spent some four hours briefing Mr MacMahaon on the detailed comment, it is not
proposed to deal with thosc detailed mattars in this ietter

Huwever, it is appropriate to raiss the issuc of Austel's interpretation af the Rgll Qanaga

International consuitant's report It is Telecom's vi th mrn
derived from the informalun in this report and the statomen

Internationai report supponts the COT aliegations are not soundiy based. Opportunity shouid be

given for Beil Canada International to cuinment on this matenal bofore I is published.

Yours sincereiy,

S BE N

Steve Black
GROUP GENERAL MANAGER
CUSTOMER AFFAIRS
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Mr Robin Davey T aw
Austel A
By Facsimiie: 828 7384

Dear Mr Davey
Praliminary Oraft Austel Report (“ths Report”)
| refer to my provious letter dated 8 April 1994 and our subsequent conversation, and .

fn relation to the key issues of major concem to Telecom which | raised in that lztter, | confirm

the following:
1. Inrelation to point 5, you have accepted Telecom's requested amendment;

2. In relaticn to point 4, you have agreed to withdraw the reference in the Report to the '
potential existence of 120,000 COT-type customers and replace it with a reference to the
potential existence of "some hundreds" of COT-type customers: and

3. In reiation to point 2, you have agreed to withdraw the allegation that Mr lan Campbeil
misied the Senate, and you will also alter the wording in respect of the referanca in the
Report to the statements made by Telecom to Mr Wright, to read that the statements had
the "potential {o misiead”,

| also confirm your advice that you will include s recommendation in the Repart that Austel will
settie with the carriars a standard of service which they will offer, and that you wilf include a
statement in the Report that Austel will move to determine kmitations on carriers' liabiiities
under section 121 of the Telacormmunications Act as 3 matter of urgency.

Key Issues Which Remain of Major Concern to Telecom

Telecom still holds the following concems about the key issues which were raised in my
previous fatter,

1 in respect of the first key issue raised in my previous letier, you have refused 1o
withdraw the dispuied reference on the grounds that the words of pamyraphs 8,38 and
8.38 of the Report only indicate that the Chairman of Telecom did not disclose the trus
nature and extent ot COT case problems, and do not specifically stats that the
Chairman of Telecom misied the then Minister for Communications, Mr David Beddall,

Telecom's concem is that this statement comes directly under a heacing "COT case
allegations" and a ciaar statement in the first line that Telecom misled the Pariament.

Talecom is of the view that the juxtaposition of these paragraphs caries the clear
inferance that the Chairman of Telecom misled the then Minister for Comrunications,

Mr David Beddall.
X C
"4
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Telecom is alse concemed that the Report purports 0 be an independent review of the
CQT allegations by Austel. which holds #saif it as baing disassociated from the
matiers under review. However, the evidence led to suppoft Mrs Gamms' afiegations
that Telecom has misied the Parfisment refers to documents svidencing & personal
disagreement between the Chairman of Austal and Telecom as to the efficacy of g
ministerial briefing note. Telecom diso ©3 the Chairman of Austel's views on this

egation g mmoved fifom tha R Bpor. the

In respedt of the second key issue raised in my previous ieter, | nots your advice that
YCu propose (o retain the altered reference to Mrs Garms' allegations in respect of

Mr Keith Wright. Telecom stiil has the foliowing concems with your proposal, Telscom
i concemed that #t has not been given sufficient time to contact the officer who gave
the briefing and obtain a statement of his understanding of Telecom's systems and to
Prepare a proper responss in relation ta this matter for Inclusion in the Report,

Telecom is of the view that if this aliegation is to remain. then Talacom should be given
adequate time to prepare & forma| response for publication in the Repont.

In respect of the third key issue raised in my prévious letter, | note your advice that you
propose fo include the findings of the initial Austrakian Federal Police (AFP)
investigation into Mrs Gammi's allegations of cormuption to make it clear that there was
no rvidence to support her aliegations, and alse to withdraw any specific reference to
Telecom having misled the AFP, However, Telecom's concem is that this statement
comes directly under the heading "COT case allegations™ and is presented in the
context of a section where allegations by Mrs Garms that Telecom misied the

- Australian Fcderal Police are presented. This Clearly infers that Telecom misied the
Austraiian Federal Police in the condud! of their investigation,

Talecom is concemed that this makes the Report misleading for two rzasons. First,
the staiements retied upon by Mrs Gamms to support her allegation, were not relevant
{0 the sudject matter of the investigation carrieq out by the Ausiralian Federal Police, it
would therefore not have affected the outcome of the Australian Federal Police
investigation which related to the physical disconnection of her servica.

Secondly, Mrs Gamms' allegation that Telecom is comupt and has misled the AFP. is
untrue. The basis of her aliegation is that Mr Bennett's purported statement to the
AFP, that Telecom did not have access to check her oid Commander telephane
System, Is not consistent with the file note dated 31 May 1990. Her allegation is that
Mr Bennett's statement is untrue because Telecom had physical anness to view her
equipment, as evidenced by the file note.

Access to check equipment from a technical point of view refers to the ability to
physically access equipment and the capacity to disassemble the equigment for testing
and repair. The file note indicates that Mrs Garms had not taken out a maintenance
coniract for that aquipment with Telecom and the equipment was privatcly instalied and
maintained. From a technicai perspective Telecom did not have access to check the
equipment, in that it did not have Mrs Garms' authority or the responsibility te
disassemble the equipment for testing and repair. Therefare the two statements are

conegistent.
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Mrs Garms has accused Telecom of carmuption twice, and has aiso made aliegations of
Carruption against the AFP, The first afisgation of comuption against Telecom has
been investigated by the AFP and found to be without foundation. The allegation of
Cofmuption against the AFF has siso been investigated and found (5 be without
foundation. The aliegations which Austs! now seeks (o re-stata in the Report in an
authoritative way have also been referred t the AFP and it is Telecor's understanding
that, afer further consideration, the AFP does not consider that the matter needs 10 be
reviewed further. Telecom considers that the proposed changes to the Report are
insufficient and considers that the allegations repeated in the Report are unwarranted
and must be withdrawn.

Telecom is also concemed that Mr MacMahon has beer incorrectly informed that the
AFP officer who conducted the original inquiry into Teiecom, has been found guitty of
corruption charges and is in prison. | have taken this matter up with the AFP who have
advised me that this is totally unfounded. As Austel appear to have been

misinformed about the status of the AFP inquiries ana AFF personnel, Telecom
considers that any matters dealing with AFP Investigations must be formally cleared
with the AFP.

Telecom aiso considers that it should be given the opportunity to provide specific
responses to any afiegations of COT members re-stated in the Repont, and that
adequate time should be allowed for this purpaose,

4 In respect of the fourth key issue raised in my previous letter, Telecom is still
concerned that, in the absence of agreed service standards. the proposad rafarance to
"some hundreds” of customers has the potential to be misleading,

At our meeting on 6 April 1594, Mr lan Campbell indicated that Telecom accepted that

the number of cusiomars raparting DNF-type problems mightbe more than 60
However, in the absenca of agreed service standards, 1 is not possible to define ,
Ohjectivaly how many customers are not receiving a satisfactory level of overall

—Senvice

The number of customers currently in serious dispute with Telecom on all service-
related matters of which Telecorn is aware, is substantiafly less (han 100. Accordingly

Telecom cunsidery that the Repor's findings which purport to be derived from the information
in the Bell Canada Intemational (BCI) report, are misieading in that they focus on minor issues
4nd ignore the primary findings ot the 8C| repont in relation to those same issues, and are aiso
in some cases factually incorect. The Report is also unbalanced because the findings do not
dea! with the pnmary tindings of the BCI report but only deal with peripheral issues favourable
to the views of the COT customers.

In the concluding section of the section of the Repont dealing with BCI, Austel makes no
referenice to the primary findings of BCI, but instead focuses on the following statement.

"The BCI rsport suggests the following weaknesses:

* potential problems atiributable to older technology
* inadequacies in monitoring and lesfing equipmant

¢ inadequacies of maintenance $pares

* inadequacies of maintanance procedures

= potential problems attributabie to number assignment procedures.*



The executive summary of the BCJ repon directly contradicis a number of these points, |t
states that “the testing and faun locating equipment snd systems, as well as procedures to
detect and comect network troubles were found to be comparable with word standards,,.”. It
also states that “the TEKELEC/CCST test systam with enhancements by Telecom i the most
pawerful tonl avaiiable in 2 digital network.” 1n view of this, Telecorn cangiders that the Repart
Is factually incomrect, Telecom is alsa of the view that the statement that BCI found
inadequacies of maintenancs spares, is factually incorroct

If the following amendments are made, this section of the Report will be mwre be more
baianced. The smendments inciude:

relating Telecom's responses to COT issues and deaiing with them together,

¢ comecling the emors of fact in Austel's findings in relation to technical matters,

¢ referring to the fact that supplementary testing addresses Austel's concems regarding the
original testing, and

* provide prominence to the primary findings of BCI in the relevant sub-section of the Report
dealing with Austel's findings.

In acdition, opportunity should be given for Beli Canada Intemational to comment on this
materiai before # is published.

It is aiso critical to point aut that repetition of the unsubstantiated allegations of the four COT
Customer (unsubstantiated because AUSTEL recognises that an arbitrator will make these fina
determinations) without at the same time offaring Telacnm's response to those claims, is
misleading and biased. -

defects IN THE PROCESS of Telecem's process for resolving customers' complaints, and
proceed to make recommendations on IMPROVING THE PROCESS. This will invotve much
new material being inserted in the Report to present our position v each quoted COT clalm,

Finaily, Telecun understands that you may amend the Report 10 renect concems raised with
you by the COT customers. Asihese changes may raise further ssues of concem to Telecom,
Telecom Is 07 tne view that it should have an adequate opportunity to comment on any such

changes.

Yours sincerely,

Sleve Black
GROUP GENERAL MANAGER
CUSTOMER AFFAIRS
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