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Foreword

This report, is a review of an efficiency audit of the Auditor-General’s Office
“on the Control over Manpower and Property by the Overseas Telecommuni-
cations Commission {Australia). The Committee thanks the organisations
that made submissions to the ingumiry as well as the witnesses whe gave
evidence at the hearings in Canberra,

 The audit of OTC was one of the first efficiency audits of a public au-
thority business enterprise undertaken by the Aunditor-General’s Office. The
Committee was disappointed with the time taken to conduct the audit and
by its limited scope. After all, the effectiveness of an audit depends to some
extent on the findings being current. The narrow scope of this audit led to
a concentration on areas of OTC which, while important, were of declining
significarice.

During the inguiry it became clear to the Committee that OTC’s ability
" to fulfil]l its obligations would be improved by a more predictable government
policy towards dividend payments. Such a policy would improve planning
and in particular capital investment.

The Committee was also attracsed to OTC’s suggestion that it be given
the opportunity to extend its services into consulting and to engage in joint
ventures within Australia. Such a move would reflect confidence in OTC’s
already developed expertise.

As Chairman of the Sub-committee, I would like to thank my fellow
Committee members for their time and effort spent on this inquiry. My
thanks also go to the Committee Secretariat who worked on this report:
Mrs Sue Harlow, Secretary of the Commuittee until 1 September 1986, Mr
Malcolm Aldons, Secretary from 8 September 1986, Ms Catherine Stobo,
Ms Alison Stanlord and Ms Heather Chapman.

David Hawker, MP

Sub-committee Chairman
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Recommendations

Recommendation 1. The Public Service Board expedite itg current re-
views of technical officer classifications so that a broader review of technical
officer training that. will take into account the length of the trammg gerlod
can be mstlgated R IR e ' : .

Recormnendatidn 2. The Government review the basis fof detérmining
the dividend that O'LC pays to the Commonwealth and in so domg take into
account the requirements for cap1tal reinvestment. -

"-.'Recommendation 3. OTC’s legislation should be amended to allow it to
expand.its activities in the field of telecommunications, particularly where
they may lead to. import replacement and generation:of manufacturing ac-
t1v1ty :




Chapter 1
Introduction

1.1 'This is the 7th review of an Auditor-General’s Efﬁcienéy_Audit._,(EA)
Report that has been carried out by the House of Representatives Si_;émdiﬁ_g
Committee on Expenditure, It follows publication in September 1984 of the
Report of the Auditor-General upon audits, examinations and inspections
under ‘the ‘Audit and other Acts. Included therein is the Report of the
Efficiency Audit of the Confrol over Manpower and Property by the Overseas
Te}ecommumcat}ons Commission (Australia).!

1.2 The Expendlture Committes and the Joint Committee of Pubhc Ac-
counts share the parliamentary task of- exammmg efﬁcmncy audit’ reports
and a process of consultation between the two committee chairmen decides
which committee examines a particular efficiency audit report. On 28 Febru-
ary 1985 it was proposed and confirmed that the Expenditure Committee
would review the EA report on OTC’s control over manpower and property.

1.3 Members of the Committee undertook inspections of OT(C’s inter-
national radic operating room in Martin Place and Paddington facilities in
April 1985, A Sub-committee was formed on 9 April 1986 to conduct the
review.Evidence was taken at two public hearings in Canberra on 17 April
and 18 September 1986 and in subsequent correspondence with some of the
witnesses. Part of the second hearing was conducted in camera to allow the

tReport of the Audifor-General, September 1984, Parlinmentary Paper No, 170/1984,
A.G.P.S., Canberra 1984




Committee to consider evidence relating to OT(’s strategic business plans
which were tabled as a confidential exhibit at the first hearing.

1.4 The objectives of the Committee in carrying out this review were the
same as those examined in earlier reviews of EA reports, that is tor ...

e examine the response of the Commission; and

e assess the substantive content of Lbe audzt exermse and the quahty of.
the EA report. ' : : S v SRR BN

1.5 The assessment of the quality of an EA report iseally something that
should come out in the wash - the aftermath of the evidence-taking stage of
the inquiry. The examination of the responses of the’ aud;ted organ;samon
can be grouped mto 3 broad categor;es ' ' : :

e exam:ndtlon of Audm recommendatlons the audltee agrees with

- in whxch case the Comm;ttee would be concerncd wah
nnplementatlon

° ex_ammat}on of A,udlt recommendations the auditee disagrees with

- m whlch case the Committee could become mvolved in’
dectdmg wh]ch pari;y has the stronger case, and '

° development by the Commmtee of suggestlons / recommendatlons made
in the EA report '




"_-Chapter 2

.'Exammatmn of OTC’
Response and Evaluatmn of
the A.udlt Exerczse

The EA Report

2.} The audit of OTC was ane of the first efliciency audits of a public
authority business enterprise undertaken by the Audit Office. Audit first
conducted a preliminary examination of the Commission to identify suitable
areas to audit. A number of poss1bie areas were cons1dered ‘and a decision
finally was made to concentraée on the systems for resource umhsamon where

' Audlt bel:eved it could provide usefu} comment Lo ;

2. 2 The EA report exammed 5 matters namely

e procedurecs used by OTC to cantmi the use of éechmcai manpower and
' property resources

e technical manpower (estimatmv stafling needs) and techn:cal trammg
' (tra:nee mtake and length of trmnmg mme)

s review Of pr{)perty resources and exammation of iease/buy option for
office accommodation;

‘Evidence, p.7




e. areas of declining activity and areas incurring fosses; and

e substantial losses on telegraphic services and losses on international
and coast radio services.

2.8  The recommendations are not numbered in the EA report, however

the Comimittee identified 16 on which separate action was required. The
Audit recommendations, OTC’s response and br;ef comments on each are
set out in Appendix IL ' : : : by

2.4 In relation to technical manpower, Audit examined OTC’s methods
of estimating technical staff requirements and how they are utiluised, par-
ticularly the switching operators, radio ‘opérators, -erigji_tieers and technical
officers. The report notes the low priority given to automation of operations
in the labour intensive telegraph and radio operations areas and the poor
degree of mobility of stalf in these areas. The 7 recommendations made
-cover systems for estimating staff requirements, selective workload reviews
and for increased automation. The recommendations are listed on page 250
of the Aucht reporl,

‘2.5 Inconsidering technical training by OTC, Audit identified two areas of
concern, The first related to the fluctuations in trainé_e intake which ranged.
from nil in 1977 to.a peak of 292 in 1981 .and back to nil again in 1983,
Audit considered that a steady intake would result in a better mat_chi'ng of
resources to numbers. However the EA report does not examine the reasons
for the fluctuations or query whether there was a need to continue taking
on trainees in the short term. The second aréa concerned the length of
training time which Aud;t suggested could be reduced from 4 years {o 3
without dlmlnlshmg standards. OTC had been cons;der;ng this issue and
had commissioned an independent study on the subject. Aithough initially
in favour of such a move, OTC did not press ahead with it because of a
lack of enthusiasm from other brga’nisations involved. Audit recommended
that OTC should follow up the question of shorter trammg perxodq W!th the
Public Service Board and other organisations.

2.6  As indicated above, Radio Operations is a labour intensive area of
‘OTC’s activities and one which had been reporting losses for a number of




years, The loss services Audit covered were the telegraphic service where
there had been substantial loss, and international and coast radio services.
On the latter, Audit said OTC should'give greater attentidn to the tech-
nology available and reconsider automation of message format, and other
opportunities for i Amproving efﬁmency In respect of international and coast
radio services, Audit suggested that rationalisation and an.improved man-
agement, information system would reduce losses. The five recommendatmns
made centre on these aspects and the agreement with the Department of
Transport for recovery of costs in reiamon to the provxsmn of the Safet,y of
Life at Sea (SOLAS) service. : :

.2.7 The.ﬁnal area of OTC's activities that Audit _examined was the
utilisation of property resources. Audit considered that OT'C needed to
regularly review its property needs to enmsure that unused properties are
disposed of. 1t also recommended that' OTC should keep under review future
opportunities for buying or building lower cost Head Office accommuodation
and develop a long term plan to obtain cheaper accommodation.: The three
recommendations reflect these concerns.

OTC’s RESpo'pse_'

2.8 Action has been taken on.all of the recommendations: 14 have been
implemented; one has been partially implemented; and some action was
taken on one, but further action re&ts W!th another agency.

2.9  The recommendations not fully implemented are recommendations
numbers 4 and 8 {as identified by the Committee). The Committee con-
giders that the reasons given by OTC for not fully implementing the 4th
re(:orﬁmendat_ion}_ie. to develop key workload indicators, are satisfactory. -

2.10 The 8th recomnmendation concerns reducing the training pério_d for
technical officers. This is a complex question involving other authorities,
eg. Telecom, ABC, Australia Post, the Departments of Aviation, Defence,
Transport, Science and Housing and Construction. It would be difficult
therefore, for OTC to take unilateral action to reduce trainming time. In
evidence the Public Service Board indicated that generally there is little




support for reducing the training time and that there are other priorities
deserving of attention. However, the question will be examined i the con-
text of a fundamental review of technical ofﬁcers folt owmg the completlon
~ of a series of rei&ted reviews: * These related reviews are due o be-com-
_ pleted between December . 1986 and June 1987 and ‘the fundamental review
*is'scheduled for completion’ by the end: of 1987: The Commlttee con51ders
~‘that a,ct.xon should proceed more qulckly as; s1gmﬁcant cost savings conld
-_result 1f tr am:ng tzme is reduced by one year and recommends that:

: Recommendatmn 1~ The Pubhc Serv1ce Board expedlte. _—
its current reviews of techm('ai ofﬁcer class:ﬁcatlons s0.
“that a broader review of technical officer training that
will take into account the length of the frammg perlod
can be mstlgated

. _The Quallty of the EA report

-2. 11 Audit has selected -a-smaﬂ _-yet 'discrete part. of OTC’s ‘operations
f_o:.mquiry and report. The Committee is satisfied that the inquiry has
achieved worthwhile results in that the majority of the Audift suggestions
for change have been accepted and implemented by the Commission. It does
. appear that the Audit was a catalyst that has resulted in OTC disposing
of 16 surplus properties the total value of which amounted to $1.3 mlihon
and in takmg acmon to dlspoqe of a fur’sher 11 propertles

2.12 . The Commission has said_that-mosh,of the problems identified by
Audit were known to Management and were being remedied. 4 This is a
standard response. of organisations subject. to- external _'_re'v;iew. b is very
-+ difficult tobe. certain about causal connéctions between what an external
Teview Identlﬁes ~and what, action. is Laken or the .speed and dlrectlora of
" that action, waously other fa{:tors come Into play -One of these factors

would certainly be the le_ngt;h of time Audit took . to (_;ompie!Je the report.
- OTC was advised by the Auditor-General on 29 September 1982 that an

audit was to be tindertaken and the report was tabled in Parliament on 4

September 1984, As OTC is an organisation that must be respomsive to

2Evidence, p.50 i :
- *OTC submission, 11 March 1986, p.g
. *Evidence, p. a8 .




rapid technological change it would seem essential for an audit report to
be prompt and timely so that it does not run the risk of being irrelevant.
Nevertheless, the Committee points out that efficiency auditing is part of
" the public accountability mechanism and the identification of problems: by
Audit, together with suggestions for change, require the audited organisa-

~ tion to explain to the Parliament the action it has taken or is proposing to

take. Inm its report, Parhament and Public Expenditure, the Expenditure

Committee appointed in the 31st Parliament said that efficiency auditing
by the Auditor-General “is a function which should be encouraged if for
no other teason than that other reviews: conducted by the administration
remain ‘internal werkmg documents and so are not avallable to the Parlia-
ment”

2.13 There are two disappointing aspects of this EA report and both
can be traced to the same source - the lack of skills about matkets and
market behaviour. Flrsb in exarining the substantial losses of the labour
intensive telegraphic service Aﬂd}t 1dent1ﬁed the wrong problem. The losses
of. the international telegram service should have been examined by means
of a market analysis. This’ would have shown’ that the market share was
falhng because of consumer preference for other services such as facsmnle

 and ISD, -and would have then suggested a market survey to test the long'

term v:abzhty of the’ telegraphlc Service.

2 14 The. second is the narrow scope of the audlt Gwen f'.he iength of
tlme the audit Eook this a part;cularly dmappomtmg feature OTCisa large
enterprise which earns more than $400 million a year, and, to'a large extent,
is protected from competltlon in the marketplace by a legislative monopoly.
In these circumstances, an examination of OTC’s specific services, with an
emphasis on t.he e?ﬂmency of resource use, as well as a wider éxamination
of the Commission’s ﬁnanc:ai structure, cauld have been a worthwhile en-
deavour even if the ‘results of such an 1ﬁdustry analysm were favozzrd,ble to

OTC. Any lack of skxlis in such’ analy51s eouId have been- supplemented by_

the use. ef consultani‘.s




Chapter 3

Other Matters

Invesﬁing in thﬂe Future

3.1 Havmg gamed some 1n31ghts into the field: of overseas Ee!ecommum-
camons during the course of this inquiry the Committee would like to make
some observatlons about OTC having regard to the debate on ieveis of in-
. vestment funds that has emerged following the pubhcatlon of the report
to the Deparbment of Commumcatlons by, OECD economist, Henry Ergas,
entxtied “Telecommumcatlons and the Austrahan Economy

3 2 OTC IS a proﬁta.ble orga.msatlon funded from mternal sources Uniike
most. other Commonwealth statutory . author:txes it pays all Commonwealth
taxes and dut1es mcludmg corporabe income tax However whxlst 1ts ﬁnan-
c1a1 perfomance :s sbrong, it stabes thab '

its ﬁnancmi stzructure contmues to deemb.hstrété”a 'rél"at:i\'r'e'ly low
level of equ:ty capltal 1nvested in the business, supported by a

growing proporbxon of non- current Ila.bihtles and an 1ncreased
zievel of debt; ' :

This 'is of parmcuiar concern to OTC as teiecommumcatlons is a high-
growth, capital-intensive business with major projects extendmg mto the
next decade. It claims further that:

{OTC Annual Report 1986, p.28
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A large part of the problem has been caused by the distribution
of a. very hzgh proporhon of after tax proﬁtq as dividends.

Under the Overseas Te!ecommumcatzons Act 1946 dwtdend pdymentﬂ are
determined by the Minister for Communications with the concurrence of the

: ﬁMmlster for Finance, hcwang conmdered the advice of the Commlsaxon 8- It e

is OTC S v:ew that

.- the Commonwealth s present method of determmmg a dwadend -
target 1s unsamsfa.ctory Decisions are, in practice, made by the'; :
Government on a year- to-year basm and ‘the long term peeds of
“‘the business become subordmate to the Commonwealth’ £ bud-
:getary demands...In 1983, the Government agreed to set a divi-
‘dend target for the five-year perlod to 1987-88 of 10% of Capital
~-and Reserves in order that the Commission® cau}d plan its: caplt&] '
_.-expendltme pmgramme and utilise a combination of debt and -
- .equity to finance large submarine adble prOJects The 1985/86_
._,.'Larget was a}%.ered to. 12 a% of. Capltai and Reserves ‘ R

.The }986/87 targct has been set at 15%
3 3 One of the major issues raised in ‘the Efg.as ‘report concerns the

: need for higher levels of investmerit funds for OTC and Telecom. Mr Ergas
not‘.ed that. 1nvestment finance available to the telecommumcamons authori-

- ties since the early 19805 hae not, aﬂowed them to meet reason'xble levels of_

_network development To recover from past shortfails and to meet an in-
- creasing démand for teIecommunlcablons serv:ces both from households and
-busme%ses a real increase of some 10-156% on ‘present anniial investment
levels :is reqmred 1mmed:abely, 'fo]lowed by. growth in. reai terms of 4- 8%
annua.lly : o

8.4 ‘The Committee noted that there is considerable préssure on OTC
to meet - the demdnds of chemment i, provxdmg a substantlal dividend in:

Pibidy I3 28,
3ibid p.28
*ibid, .20
" YBvidence, p. 81 - :
¢ Telecommunications and the Australion Eumomy, Report to the Department of Com-
suunications, A.G.P.8., Canberra 1986 p.49
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addition to paying company tax and the demands of the 'indiigs:tr'y_'th_:rou'gﬁ"
cé,‘pi't'é,} investment, Rather than determining the dividend on ‘the basis of a”
percentage of Caplta[ and Reserves, O'TC has suggested that a more equi--
table basis would be an agreed pércentage of affer- tax proﬁts and stiggests
40% as appropriate. 7 Growth could be sustained without increasing new

debt finance. Costs could be kept down, OTC has informed the Committee

that its prices are determined on a cost-plus basis. These costs include pay-

ments to Telecom Australia for the use of terminals, payments to overseas

countries, pdyments for sai,elhtc services, hedging costs .and interest pay-.
ments, and, company tax and dividends. Because dividend payments to the
Commonweaibh form parb of OTC’s cost structure the effect of this will be’
to increase OTC’S prices unless there are compensating reciuctlons n othcr

costs. I‘hc Commlttee recommends tha,t '

Recommendation 2 Tho Covei"nment review the ba-
sis for det@rmmmg the dividend that OTC pays to ‘the’
Commonwealth and in so doing, take into account the
requirements for capital re-investment. ' '

3.5  As old services become obsolete, eg. telegrams, and some newer
services become cheaper and technologically easier to operate so that they
come into personal use, eg. facsimile services, OTC needs to diversify its
activities mto areas such as consultancies, design of equipment and joint
ventures. At present, however, its legislation authorises it only to provide
international communications. OTC has a submission before Government
seeking a widening of its powers to allow it to diversify its activities beyond
it current charter. As OTC has the capacliyv to undertake new forms of
activity, and in the light of the obvious advantages such as reducing depen-
dence on overseas technology and generation of manufacturing activity the
Committee recommends that:

- “Recommendation 3 — OTC’s legislation should be amended
to allow it to expand its activities in the field of telecom-
munications particularly where they may lead to import
replacement and generation of manufacturing activity.

TOTC-Annual Report 1986, p.2%
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‘3.6 In making this recommendation the Committee observes that it would
be self-defeating for Government to so amend the legislation bfuh__at_ _th‘e same
ti_ine__tjo stifle opportunities for OTC to diversify i'ts'a,ctiv_it.ies_ by requiring
increased payments of dividends without new injections of_capipa_!. '

John Mountford MP
Chairman '
13 November 1986
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Appendix I
- List of Witnesses |

Mr Bruce MacDonald, Director of Audit,
Australian Audit Office, Canberra,
Australian Capital Territory

Mr Valerio Paul Manera, Director of Audit,
Australian Audit Office, Canberra,
Australian Capital Territory

Mr Michael John Jacobs, Regional Manager,
Australian Audit Office, Canberra,
Australian Capital Territory

Mr Peter Curwell, Industrial Officer,
Professional Radio and Electronics
Institute of Australasia,

123 Clarence Street,
Sydney, New South Wales

Mr Adrian O'Connell, Industrial Officer,
Professional Radic and Electronics
Institute of Australasia,

123 Clarence Street,
Sydney, New South Wales

Mr Frank Louis Stephen Martinell,
Regional Program Manager {Victoria}
Pay and Classification, Public Service Board,
Canberra, Australian Capital Territory

Mr Ronald Gregory Flood, Executive Manager,
Telephone Services,
Overseas Telecommunications Commission
32 Martin Place,
Sydney, New South Wales
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Mr Robert James Cruikshank, Director,
Corporate Affairs,
Overseas Telecommunications Commission,
32 Martin Place,
: Sydney, New South Wales
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Appendix IT

Audit Recommendations, OTC’s Response, Committee’s Comments -

Recommendation 1 -

Response :-

Comments -

Complete business plans for all services and integrate

- manpower planning processes with plans. (Audit Re-
- port p.250)

_"Business piéns completed October 1985. Each plan

embodies human resource requirements over 3 year
period which are integrated tnto OTC’s overall man-

power plans. (OTC submission, p.3)

. Recommendation has been implemented.

Recommendation 2 -

Response :-

Comments. -

. Implement new financial management system { Audit
‘Report p. 250}

The Financial Managexﬁent Information System (FMIS)

. was fully operative by December 1984. (OTC sub-
~mission, p.3) '

Recommendation has been implemented. Work be-
gan on development of the FMIS well before the com-
mencement of the efficiency audit.

‘Recommendation 3 -

Response -

- (Audit Report p.250)

Incorporate non-financial management information
“systems including staffing and traffic reports into FMIS

Some non-financial data has been incorporated and

other systems are progressively being aligned with

" the categories in the FMIS. (OTC submission, p.4) -

Comments - . .-

. Recommendation has been implemented.

16




Recommendation 4 :-

Response -

Develop key workload indicators to assist in control
over staff levels and staff costs.” (Audi¢ Report; p.250)

Use of workload indicators -does not lend itsell to
most areas of a high technology industry. Nor are
they appropriate in some essential watch-keeping-ar-

“eas where staffing is not related to ftraffic volurmnes.

Research activities also are unsuited to the applica-
tion of workload indicators. In general terms, control

- of iabo'{ix izsage is thrdﬁgh ﬁndncidl budgets, How-

Comment -

ever,workload indicators are [Ide where they are mean-

Engfui such as in the labour intensive telegram ser-

vice. {OTC's su_bmls_qlon, p4)

Recommendation has only been partially imple}nented,

Recommendation 5 -

-0 & M staff to undertake selective workload reviews

based on analysis of workload indicators. (Audit Re-

 port p.250)

Response -

Comment :-

Responsiblity for budget performance including man-
power costs is with Branch Heads. In efforts to re-
duce and contain costs, Lhey call on O & M staff

6 conduct workload reviews using, where appropri-
atc worklead 1nd1ca,to1s (OTC submission, p. 4)

_ _Recommendatlon has be_en implemented.

Recommendation 6 - )

Response -

In the labour intensive telegraph service automation
of message format conversion should be reconsidered
along with other opportunities for improvements in
'éﬁicjenry { Audlt Report p 250) A

-'Somc automatlon of message format has taken place.

Further automation is dependent on new operational

‘arrangements withiTelecom in. late 1986. Staff re-

ductions will take place as well as cost containments
with increased automation. (OTC submission, p.40- -

17




Comment -

. Recommendation has been accepted and is being im-

plemented progressively,

Recommendation 7.~

Response :-

Comment -

- Rationalise further operating rooms in the telegraph
--service. {Andit Report. p- 250)

As ;ndxcated above staff reducmons will take place

progressively. A major rationalisation package for

the area is being negotiated with staff and the De-
partment of Employment and Industrial Relatflom

{OTC subm}sslon, p 4)

Recommendat;on haq been cxcceptecf and is bczng im-

7'plemenbed progressweiy Co

Recommendation 8 -

‘Opportunities for shortened training periods for tech-

nical officers should be taken up in conjunction with
other government authgrltles involved and the Pubhc

" Service Board. (Audlt Report p.253)

Response :-

OTC put the proposal o the other authorities in-
volved and ail were doubtful that the period could

be redaced ‘The PSB did not respond &1rectly to_

OTC’s proposal, but it non- supportive views were

.- known from its response to.a similar proposa,l 1 Te-

Co'r'hrhént -

lation to the Department of Av1atton ( OTC sub—

‘mission;, p.5)

'_A’Recommendatxon accepted but no actlon resuited In
' ev1dence the PSB ‘that they ;ntended fo incorporate
‘this question into a fundamental review of technical
- officer-instructers which will not get under way-until

other:related reviews. in-train at present, are com-

pleted. (Evidence, pp50-52) -
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Recommendation 9 :-

Response ;-

Radio services to be rationalised to eliminate contin-
uing ‘losses and 1mp1ove eiﬁmency ( Audit Report
p.263) '

Rationalisation is continuing. New transmitters have

‘been installed at one location and $4.5 million will

-~ be spent on rationalisation and modernisation of two

other locations. Staff reductions will ensue as a re-

 sult ( oTc aubmigmon o 5)

Comment -

‘\Recommenda&;on is. i}emv implemented.

Recommélnd.atiron 10. -

Deveiop long t‘erm.plans for radio operations includ-

'1ng a bmmess pEan ( Audxt Report p.263)

Response -

Comment :-

. As not,ed prev;ously, busmess plans have been de—

_veloped for all services including radic operations.
{OTC submission, p.5)

Recommendation has heen implerented.

Re:éé:m mendafion 11 -

Provide inforrhation on the cost of individual ser-
vices and unconnected aﬂd unmed capacity. (Audlt

e =Reportp 263)

Response :-

Comment -

Detalied mforrnatlon is prov1ded through the FMIS,

' (OTC submission, p. 5)

. Re_corhmenda,tioﬁ has been implemented.

R'ecom.menfiati_qrj 12 -

Determ;ne fui] costs of non-mandatory services such

-,_:as the alrhne service and review requirerment, for con-
:'mnuatmn (Audlt Report p 263)

Response -

~The cost of the aifline service has been reviewed but
‘the ‘revenue impact-is minor. The service has been

modernised and-the tariff icreased to ensure that it
is profitable. There are no other services of this Lype

- {OTC submission,p.5)
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Comment :-

Recommendation has been implemented.

Recommendation 13 -

Response -

Comment -

Complete review of costing systems to enable infor-
mation and recovery of full SQLAS costs from the

Department of Transport. (Audit Reportp.263)

The systems have been reviewed and comprehensive
information is available from the FMIS. External con-
sultants were commissioned th report on appropriate
financial arrangements for the future. {OTC submis-
sion, p.b) - ' '

Recommendation has been implemented. At the sec-
ond hearing on 18 September 1986 OTC witnesses

" advised that an agreement has been negotiated with

the Department of Transport that is satisfactory to
both parties. (Evidence, pp: 103-104}

Recommendation 14 -

Response -

Comment -

Regularly review the e_conorri'ics of utilisation of prop-
erty resources and report resulis to managemert. {Au-
dit Report p. 278)

Procedures have been improved with the availability
of relevant information on a cost centre and service
basis from the FMIS and the computerised land val-
ues register and assets register. Quarterly reports are
made to the Board. Sixteen properties have been dis-
posed since April 1983, with action proceeding on a
further eleven properties. (OTC submission, pp 5-6}

Recommendation has been implemented.

Recommendation 15 -

The Commission should keep under review future
opportunities, including the options of purchasing or
building, for lower csst'head. office accommodation.
{Audit Report p.268)
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Response :-

*Comment -

Since the audit was completed OTC has contracted
to purchase an office building under construction on
the fringe of the Ceniral Business District of Sydney.
Substantial savings will result compared to leasing of
accommodastion. Occupancy is anticipated for early
1987. {O'T'C submission, p.6)

Recommendation has been implemented

_-.Recqmmendation 16 :-

Response -

Comment -

OTC should develep a long term plan to secure less
costly accommodation. {Audit Report, p.268)

As noted above, action has been taken to obtain less
costly ‘accommodation for Head Office. All other
property holdings are reviewed o determine whether
less costly options are available. (OTC submission,

"Recommendation has been implemented.
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