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The CHAIRMAN — | declare open the hearing of the Economic Development Committee, an all-party
investigatory committee of the Legidative Council, inquiring into structural changesin the Victorian economy. All
evidence taken by the committee, including submissions, is subject to parliamentary privilege and is granted
immunity fromjudicia review pursuant to the Congtitution Act and the Parliamentary Committees Act. Any
comments made by witnesses outside the hearing are not protected by parliamentary privilege.

| welcome Mr Neil Armstrong, the chief executive officer of Local Government Professionds (LGPro). | declare
my membership of the Local Government Professionals; | am afellow member of that organisation. The
committee gppreciates your providing asubmission and | offer you the opportunity to place before the committee
any salient points that you wish to take from your submission and we will question you abot it.

Mr ARMSTRONG — Thank you. LGPro felt that giving us an opportunity to give you abrief and
general overview of the changesin the economy particularly related to local community was an important thing to
do. | and Ron Ghiggino, manager of business services but no longer employed by us, prepared the document the
committee has beforeit. It isin agenera format based on experiences we have had as officersin councils and as
consultants and members of LGPro. Also we have supplied anecdotal information made availableto ushby a
number of chief executive officersin local government. | shall make a couple of comments as you have invited me
to.

Asto the changes that have taken placein the last few yearsinlocal government, it is clear that aloss of leadership
insmall local communities has had an impact on the function and viability of those communities. Governments and
businesses around the world are looking for suppliers, and people in business and government services are looking
to reduce costs. In doing so, that has had an impact on the operations of various programs, projects and councilsin
various communities throughout the state. | am sure you are aware of that from what you have aready been
involvedin.

Another point isthat, according to my experience as a chief executive officer of acouncil in anisolated
community, not in Victoria, but seeing the impact across the border into Victoriaand in New South Wales, | know
thetwo culturesthat exiss —  the urban culture of Australia, which is described as the most urban nation on earth,
and the differences that that brings for people who livein regiona and rural communities—  are significantly
different.

| examplethat by illustrating that | may drive past 30 supermarketsin my travel from wherel live on the
Mornington Peninsulato the capital city of Melbourne. The community | served as chief executive was lucky to
have one supermarket to service adistrict population of 25 000.

Mr McQUILTEN — Wherewasthat?

Mr ARMSTRONG — Deniliquin in New South Wales. The requirements and expectations of people
in those communities are often what their metropolitan and urban counterparts tend to take for granted as services
on the ground. There are real differences for people accessing those services.

Thefina point to be made regarding the submission isthat it appears to me and Mr Ghiggino, who prepared the
submission together, that the dying of the small villages is occurring because the people in those villages and towns
seem to be either moving out or going to larger regional centres; or they are having to uproot themselves and move
to Melbourne or its metropolitan areato get work. The lack of servicesin those towns seemsin many cases,
although not al, to make it difficult for people to have the same sorts of opportunities as peoplein the city.

From aloca government point of view the reduction in the number of officers serving in small communities has
meant the leadership and involvement that has been made available over the years traditionaly, and the expectation
of involvement in smaller communities are no longer there. The expectation that local government will become
much more of a business operation rather than a community-based organisation serving neighbourhoodsis
something that has probably confused many people.

Although | suggest that local government has become increasingly more efficient in the servicesit deliversin the
operational side of things, there has been adownside—  that is, the change in community involvement and the
interaction between the rural and regional communitiesin which local government operates. | will leave my
comments at that and invite your questions.

The CHAIRMAN — Under the heading of ‘ Demographics' you refer to the trend of traditional family
units reducing in number and the fact that youth is migrating away from country areasto regional centres or the
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metropolitan area. Y ou comment at the end of page 3 that there is a consequent opportunity for loca and state
governments to have an impact on the nature and direction of this demographic change that is occurring.

Would you enlarge on and explain that statement and give the committee an idea of what you seelocal government
being able to do to lessen the impact of this demographic change that is resulting in the events occurring in rural
areas as you have just described them to us?

Mr ARMSTRONG — If people consider that their community is dying they can be the last peopleto
jump ship honourably; and if there are not opportunities for their families and children, people will go where those
opportunities are or are perceived to be. | cannot give you exact figures, but | suspect thereis agreat sense of
insecurity among alot of peoplein smaller communities. While they want to live there for the lifestyle and relate to
smaler communities as their homes and have some sort of identity, they are also mindful of the opportunities
available to them and their families. Those opportunities seem to be more available in larger locations.

So far asthe demographics are concerned, we did not go into great detail — you probably know them better than
me— but thereisamigration by young people to the cities to get work and to have increased opportunities for
education. The smaller communities are being left with an ageing population and the upper limit of that population
isthefrail — inmany cases, the extremely frail.

Intrying to look at ways of changing that, loca government has to perhaps consider what strategies will be
available to smaller towns and villages to enable them to fed a sense of security or a sense that they are not
forgotten people and that resourcing will be increased in those small communitiesif people areto stay there.

The CHAIRMAN — | agree with what you say. Do you think alocal council putting resourcesinto a
smdl town will change the demographic problem that you refer to?

Mr ARMSTRONG — | do not think the council alone will solve the problem, but there needsto bea
sense of involvement and engagement by the council in those smaller communities. Often there is afedling among
peoplethat, ‘We are far too small and not important enough, the larger centres are getting the resourcing’. Thatisa
matter for council to decide. Obvioudy the state government and other agencies and businesseswill rely onthe
council for the vision about where and when they are to set up services and facilities, but there must be some sort of
addressing of the difficulties that those communities are now facing. Either they die on the vine or you do
something about it.

The migration of young people means there will be virtualy nobody left in alot of those places and the only people
who will be therewill be the aged and in many cases extremely frail citizens, often with low incomes. That is
another factor: alot of those communities have asmall income base compared with their metropolitan and urban
counterparts. The council, asthe lead agency in the area, must have strategies in place to maintain those villages
and small townsto the best of its ability, otherwisetheir futureis bleak.

The CHAIRMAN — Will it get to the stage where afew of those towns should be closed down?

Mr ARMSTRONG — | do not think closing down isthe answer, but if people do not wish to pursue a
lifestylein asmall village or relate to their district, that may well happen. We may seein the next 10, 15 or 25 years
towns that become ghost towns because the trend at the moment is not good.

The CHAIRMAN — | do not think any of uswantsthat, but it is an interesting comment.

MrsCOOTE — | find it interesting to look at the social and demographic issues you raisein your
submission, because it certainly is something we have experienced as we travelled around the state. For awhole lot
of reasonsit has been interesting to see which towns are viable and addressing the issues and which towns are
giving up. The fascinating thing is to see what can be done. Y ou speak about Strategies for kegping these towns
viable and for helping younger peopleto stay. Can they all work together better, in your opinion? For example, are
strategies out there being developed in unison between the local government groups, your group, and with federal
and state government support to keep peoplein their homesin those local towns? It is easy to say, ‘We have those
problems’, but we have similar problemsin the cities too, with dysfunctiona families and homes breaking up;
those problems have to be addressed. That is not unlike what you are saying the smaller towns are experiencing.
How will the strategy be devel oped? What will be the unified strategy?

Mr ARMSTRONG — Thelocal authority has an important role to play, but thereisatricky part which
goesto local community spirit. If people fed thereis no future for their community, local community spirit will fly
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out the window. Theloca council, and its officers for that matter, must have an involvement and a commitment to
those smaller communities. The development of large regional communities could well sound the death knell of
those smaller villages, but it hasto be atotal commitment that isled by and facilitated by thelocal council working
together with the state government and other agencies, where possible, and the locdl citizens.

There must be an enormous importance attached to the engagement of local people. What will happen if nobody
comes along and says, ‘We are here to help you, thisiswhat we will do.’? It needsto be, as much as anything else,
engagement from the citizens and the local community organisations. If it does not occur there are some real and
distinct possibilities, as mentioned earlier, that some of the smaller towns and villages will have enormous
difficulty in continuing to survive,

MrsCOOTE — When you spoke about that in your submission you said because local government has
been so effective in a sense the community haseft it to local government to initiate the ideas or issuesrather than
becoming engaged in making decisions for themselves.

Mr ARMSTRONG — Thereisawaysahit of danger in appearing to be abit dick and getting on with
it in abusinesdike manner. If loca government isin anything, it isin the neighbourhood business, whether the
neighbourhood isasmall village or acity, in regiona areas or industrial areas, or whatever. Local government hasa
role and respong bility to in some ways re-engage in the neighbourhood business. It isdoing what it can, | believe,
and it istrying to maintain those levels of efficiency that it has done over the last number of years, but thereisared
need for strong community development strategies that have 5-year and 15-year horizonsto help local communities
and neighbourhoods re-engage, to get things done and fed they arein control and have astakeinit all.

MrsCOOTE — One of the townswe saw in the western part of the state had recognised, asyou said,
the ageing situation but had turned it into an advantage. People there were talking about lifestyle for retirees, with
cheaper housing, and being able to attract people for lifestyle issues. Some young people with small children also
go to smaller country towns for lifestyle issues and then have a dilemmawhen their children get to secondary
schooling or working age. Isthere astrategy that has been developed to say, ‘We do have alifestyle issue here. We
areall getting alot older. We have the baby boomers getting older, et cetera, and wanting a better lifestyle' ?

Mr ARMSTRONG — There are anumber of communities around the state looking at what resourcing
they have and the patterns of the changing demographics. | believe there are strategies going on, but we need to
focus alot more strongly on the need for acommitment, if that iswhat people are prepared to do, and to consider
that smaller towns, villages and communities are critical in our social fabric. If we bdieve that, then | think we have
to look alot harder and work alot harder at trying to come up with initiatives that are going to enable them to
continue. As| said before, and | think Mr Lucas said, unlessthereisreal commitment to some strategies, the
demise of those small communities could well become areality very soon.

The CHAIRMAN — We have the Honourable Theo Theophanous and the Honourable Kaye Darveniza
with us now.

MsDARVENIZA — Apologiesfor being late.

Mr McQUILTEN — Would you like to comment on thistheory | have had over the last number of
years about the tyranny of distance which isnow being improved upon al thetime? | will explain it thisway: If we
went back 100 years, a person would have to go on ahorse and cart to the next town, or if they were lucky it was
on atrain. Then about 50 years ago we got cars and began to be able to travel abit further. Now we have fast cars
and good roads and are able to travel even further to work or to school with that mode of transport and speed of
travel. In the case of my area, Dunally, it is about 20 minutes from Maryborough. That is not that far now.

Mr ARMSTRONG — | understand.
Mr McQUILTEN — But 30 yearsago it wasalong way.
Mr ARMSTRONG — Itwas.

Mr McQUILTEN — In between the town of Dunolly and Maryborough there was another little town
which 100 years ago had about 200 people living there. Now there are about three or four houses, and people
commute.

| would also argue that the nature of farms has made things more difficult and changed things. Wherein the old
days you might have six familiesworking a particular area, nowadays you have one family working that same
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amount of land. Thekids are not there. Thereis no schooal there. That has been what is happening over the past
100 years. Tiny towns have disappeared.

The CHAIRMAN — Do you have aquestion or acomment on that?

Mr McQUILTEN — We are getting to the comment. Thisis not new. It has been happening for
100 years. Little towns have been dying. | suppose the question is the size of the town you are talking about. Isit
5007?Isit 1000?Isit 200?Isit 50?

Mr ARMSTRONG — | think that thelocal authority, if | could concentrate on that —  the council —
needs to cel ebrate the uniqueness of those small villages and towns. It needs to be very proactive in encouraging
peopleto stay in those towns, to provide opportunities for people to have alifestyle, whether they are old, young, or
whatever. | do not think that has happened. | believe we need to do alot more of that. We need to work at this. In
terms of my experience at Deniliquin, people would drive 80 kilometresto go to the supermarket at Echuca.

Mr McQUILTEN — And have agame of golf.

Mr ARMSTRONG — Yes. Peoplein the city would not dream of that in alifetime, but country people
would, with faster cars and the roads. So | think thereisareal issuefor sate and local government to try to work
through those strategies, to celebrate and put smaller communities on area pinnacle as part of their corporate plan
and the way they market themselves, so people can fedl their little part of the world isimportant and not a place
everyone wantsto leave. Otherwise we are going to see avery different sort of fabric in our communities.

Mr McQUILTEN — You mentioned leadership aswell. In my view, it is up to the people in that little
community, not the council. Council can tend to lead, but it has to come from the group in the little town. That has
to be where the leaders are, in my view. What do you think?

Mr ARMSTRONG — | think the council needsto be part of the leadership, not out there saying, ‘Here
we areto help you. We ll fix everything for you'. | do not think that for one moment. Part of the role of council is
to try to assist community leadersto get on with things asthey seetheir priorities. But if the council is not engaging
and not encouraging the state government to get involved in some project, and people are fedling forgotten and
isolated and that they are not important as the citizens, then | think we have aproblem. | think that problem is
current and it is showing up. When | was at Y arriambiack about 12 months ago, one of the people in the town
pointed out a housein thetown — thisisjust on the economic bit— and they said, ‘ That place was worth
$60 000 14 months ago. It is now on the market for $35 000'.

Mr McQUILTEN — They will be lucky to get it.

Mr ARMSTRONG — Exactly. So there are someredl issuesin terms of the economicsaswell. | think a
lot of people— they might not say it so much — are fedling quite unsure about their future.

MsDARVENIZA — You may have covered thisearlier before| arrived, and | apologiseif you have,
but one of the big structural changes that has occurred is the closure of banks. That has had an enormous impact in
arange of different ways, according to submissions that have been made to us. Could you make some comments
about what you see as the effect of bank closures on communities, on businesses, on peopl€' s futures?

Mr ARMSTRONG — | think the banks have been gppdling in their program of closures of their
facilities, but they probably tried to be smart in terms of the economics of servicesthat are not providing areturn or
being viable asthey seeit. But while rural and regional communities were engaging the banks in days gone by, as
soon as things changed, the banks have been on their bikes. | think that isagreat pity. It is understandable, perhaps,
in pure economic terms, but | think the impact again goes back to the loss of services, the lass of feeling that we are
important, that we are acommunity that matters, and so on. One bank after another closing its doors and putting up
the ‘For sal€’ signs does not exactly ingtil confidencein people. | think thereisalot of work to be doneto rebuild
confidence in the banks with local communities.

Bendigo Bank is showing very clearly that there are opportunities to do thingsin adifferent way than has been
doneinthelast decade or so. From what | can gather from the information | have gained, it isworking quite well.

AudtrdiaPogt is another one. There has been areduction or change in the service style, and that addsto peopl€e’s
insecurity about their own community. If you do not feel good about your own small community or your own large
community, it isnot al that good, | don’t think.

19 November 2001 Economic Development Committee 364



MsDARVENIZA — Do you think it is has an impact on people deciding to go into business or expand
their businesses, or on employment, on productivity?

Mr ARMSTRONG — Absolutely. If you are making a decision about where you are going to put
resources, you will look at the most viable business operation, if you do your homework, but there is no reason why
taking into account those smaller communities cannot form part of that business plan. They are out there. They are
potentia customers. But there has been an ingtitutional view that you cut services and get out. It isan appalling
view of theworld, in my view.

The CHAIRMAN — We have run out of time. Mr Armstrong, thank you for coming along today. We
appreciate the time you have put into your submission. Wewill send you a copy of the transcript of our discussions
for you to have alook at and check.

Witnesswithdrew.
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The CHAIRMAN — Wewelcome Cr Rabert Larocca, mayor of the City of Moreland. Our committee
isan al-party investigatory committee of the Legidative Council. We are hearing evidence today in relation to our
inquiry into structural changesinto the Victoria economy.

| advisedl present at this hearing that all evidence taken by this committee, including submissions, is subject to
parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act and the
Parliamentary Committees Act.

We gppreciate your coming along today. We have had alook at your submission. A lot of work has been put into it
and | thank you and the people that support you for putting that together. If you would like to make an opening
statement, we might ask you some questions. We have haf an hour to do that, so over to you.

Cr LAROCCA — We appreciate the opportunity to come along and have our say on the effects of
structural changein our local economy. We have chosen to talk about banking services, athough | am sure there
are many others parts of the economy we could talk about, whether it be textiles, manufacturing, or something like
that.

The area of Moreland has been at the receiving end of alot of changes as aresult of structural changesin the
economy. Banking is something Moreland council has taken up with quite abit of vigour in the past three or four
years. It has been as simple aswe have seen it asaneed or demand in the community to respond to the changesin
banking services, hence the work that has gone into the submission has come about as aresult of the community
requests for our involvement in that.

We have found that the structural change in the economy is certainly leading to aloss of banking services. Inthe
City of Moreland we have lost approximately 28 bank branchesin about four or five years; over half of the bank
branches we had five years ago have now gone from our city. They have shown a pattern of leaving: that we have
lost the branchesthat are not in the largest of shopping precincts, basicaly. There are acouple of main roads
through Moreland, and the banks on Sydney Road have tended to stay, but those on Lygon Street or Mélville
Road — theroadsto either side of Sydney Road — have dl gone. Also up in the Glenroy area, around Pascoe
Vale Road, banks have gone aswell, so they are pulling out of anything that would be below acertain line for
them. We believe this has had amajor effect on anumber of shopping centres, particularly anumber of the strip
shopping centres. | will get to that in alittle while.

It has shown for us a gap between where the market or the banks think they are and where the community thinks
they are. The community seesits banking services as akin to basic serviceslike hospitals, but in the minds of the
market they are just smple products. The difference between those two views of what banking servicesareis
where we see the general reason for the change. Y ou see those changesin our economy in the hedlth areaand in the
privatisation of roads as well. The council has studied the effects to the best of its ability on banking services and
has found it affects pretty much the whole economy in our area. We divide those up into two things: the effects on
businesses, predominantly small businesses, and the effects on people. When | am talking about the effects on
peopleit is predominantly on older members of our community and those with a poorer grasp of English.

In relation to small businesses, we have generally found they experience aloss of trade. They complain about the
extraamount of time taken to manage their cash holdings, which is quite an issue when you are talking about a
small number of employees and ahigh level of business. That hasled to aloss of staff time that could have been
used in other locations. Thereisalso the genera structural change that happens when a branch leaves an area,
leaves a strip shopping centre or in our case even leaves amgjor, top shopping centre. In alot of those
circumstances we have seen the banking services being replaced by automatic teller machines (ATMS) in
supermarkets. That has a negative effect aswell because the supermarket then has the banking services captured
withinits four walls, which leads to a concentration on the amount of trade going through that supermarket.

People aso have to deal with the increased amount of time taken to do their banking due to distances, time and
waiting in queues, and things like that, so it makesthe lives of individuals a bit more difficult. They have found
they experience aloss of service when they arein the branch, so in this day and age when we talk about customer
service we are not seeing this replicated in the banks. Often the staff feel harried by queues and thereis a perception
of aloss of safety at automatic teller machines. Generally, older members of our community feel less happy about
using them; they fedl concerned about what will happen while they are there with cash on hand. That can lead to
people making larger withdrawals less frequently and having more cash on hand, which can aso lead to areduction
in someone’ s persona safety.
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Thereisaso aloss of community. Thisisthe hardest thing to put afinger on. We dl talk about it in our local
communities, but thereis certainly aloss of community where you lose abank branch from a strip shopping centre.
So that is an effect what businesses feel and what the community feels. We have two examples of this, which | will
highlight. Oneisan areacaled Snell Grovein Oak Park. Snell Groveisasmall strip shopping centre with al the
basic strip shopping centre services. It has asupermarket, apost office, one or two hairdressers, a motor mechanic
and it used to have abank branch. It is about a kilometre south of the Glenroy shopping centre, which is on Pascoe
Vale Road in Glenroy, about a kilometre south of the Broadmeadows shopping centre, which is conveniently
located on amgjor road with a transport interchange and those sorts of things.

We have progressively seen al the banks leave Snell Grove and move up theroad, initially to Glenroy, and then the
Glenroy banks moved up to the Broadmeadows shopping centre, and the trade in that area has followed. The shops
around Snell Grove have goneinto decline. Shops have left and traders complain about the loss of service. Then it
has been replicated again when you go up the road to Pascoe Vale; they have |eft Pascoe Vae and moved on to
Broadmeadows there as well.

That hasled to what we would see as the dow decline and probable death of that little shopping centre there. All it
leadsto is complaint and unhappiness from local communities. They see changein their local areathat they do not
like and they do not fed they have any part or control of.

The second one is Barkly Square, which is abig-top shopping centre in the south of our municipality. It islocated
in an areathat has Sydney Road in front of it. Sydney Road till has the mgjor banking services, but Barkly Square
used to have two bank branches— aNational bank and a Commonwealth bank. They both closed on the same
day. That led to thelocal housing representative organisation getting a petition signed by 5000 shoppers within
about aweek complaining about the closure.

We saw the effects there quite first hand. A number of our council buses used to take senior citizensthereto do
their banking and shopping and those sorts of things. They no longer wanted to go because they could not do their
banking at that centre. So the smaller traders at the centre complained about aloss of trade because of the banks;
that certainly seemed to be borne out in what they said to us. It has been an interesting one, because that has formed
the core of the campaign to get acommunity bank in the Moreland areg; it has come out of the loss of the two bank
branches at Barkly Square. The community has reacted to that, but at the end of the day it probably realy should
not have.

All inal wefind that people are being left behind in this change. There are some people who can go with the
change, but there are people who are left behind. The banks describe them as the customers they are not making
any money from, so they really do not care. That is certainly how they fedl. The people themselves get that
impression. They get the impression that the banks do not care about them because they are not big enough
customers. So they are | eft without services and are being left behind by the structural changein our economy.

So change has suited some people but it has not suited others. That is generally the problem with it. That iswhere
the council has seenitsrole— to try to highlight that change and highlight ways to work with the community to
try to deal with that. So it has supported the community in its attempt to get a community bank.

The council aso believes banks have a socia obligation and should be forced to subscribe to and provide for that
socid obligation. | believe alot of the major banks respond by saying, ‘ We do have low-fee accounts', and those
sorts of things, but | have not seen that meeting the actual needs of those customers. At the sametime asthe ANZ
saying, ‘ We have thiswonderful socia charter of our own', it closed the bank branch in our area. So while they
weretold they could get access to accounts, people could not go anywhere to get access to those accounts. Part of
that socia obligation isthe presence of branches.

We aso subscribe to the list of recommendations the Financial Sector Union (FSU) came up with, to be met when
abank branch closes, such as notice to people. | think they talk about six-month notice and the maintenance of
somelevel of over-the-counter cash transactions for people. We certainly fed that is something that would help the
circumstance. But it redlly isadifficult issue, because you are dealing with the profit requirements of the banks
shareholders versus the needs of the community, who view them as services while the shareholders do not. That is
the end of my opening statement.

The CHAIRMAN — Thank you. Y our recommendation of six months notice is double what the FSU is
recommending.
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Cr LAROCCA — Yes, themoretime the better for people to get used to the changes and to try to find
other waysto go about it. It isalso away of making the banks stop for abit to think about what they are doing and
give achanceto the customer to talk to them. Too often they say, ‘We are off, we are gone'. The customersjump
up and down, but they are not listened to.

The CHAIRMAN — Under the heading of education you recommend that neighbourhood houses run
training programs for those people who wish to use the Net, EFTPOS, or whatever, but who are scared of it, do not
know how it works, and so on?

Cr LAROCCA — Yes
The CHAIRMAN — Who do you see funding that?

Cr LAROCCA — That would be part of therole of the banks, | would expect, in terms of alowing the
community to deal with the changes they are foisting upon them. That recommendation was made in the
knowledge that the banks will continue to propagate that change and leave areas. They should be forced to take
care of those customersthey are leaving behind. If the best way to do that is through better education, then certainly
that would help. It will not solve the problem, but it will certainly help.

Mr THEOPHANOUS — Thank you for that presentation, Robert; it was very interesting. | will refer to
acouple of your recommendations. One of them seemsto be contradictory, because you say that when thereisa
closure there should be a maintenance of over-the-counter cash transaction services.

Cr LAROCCA — Yes.

Mr THEOPHANOUS — For both persona and small business accounts, which should continue to be
provided. | do not know whether you mean that the banks that will remain open should continue to provide those,
or that some other arrangements should be put in place at the point where abank is closed, but it seemsto be
contradictory.

Cr LAROCCA — | donot beieveit is contradictory; other arrangements should be put into place. In
many cases when banks go the post offices pick up part of the cash transaction role. It does not fix the problem, but
it provides a hit of astopgap, | suppose.

Mr THEOPHANOUS — The other one that interests me alot more is the one about fees for account
closures being waived.

Cr LAROCCA — Yes

Mr THEOPHANOUS — | do not know who has taken that up or where it comes from, or whether it is
your own idea, but it seemsto me that when a person entersinto an arrangement with abank as a customer —  and
correct meif thisisnot your thinking— thereisasensethat it is not just with the bank as a huge multinational
organisation but it isalso with that particular branch of the bank. If that isthe logic, then in referring to abank
branch wanting to pack up and go somewhere else, | suggest if you had asimilar account with alocal hardware
shop or something and it wanted to pack up and go somewhere else you would not be forced to continue to deal
with it at some other location it might decideto goto. As| understand it, you are suggesting that the fees for
leaving such abank and going to ancther bank be waived. | understand account closures, athough | do not know
whether there are that many fees on account closures. | think the biggest issue for most peopleis not redly with the
accounts themselves but with the loans.

Cr LAROCCA — Yes

Mr THEOPHANOUS — People who have loans with banks may want to close their loans and go to
different banks without suffering a cost.

Cr LAROCCA — Yes.

Mr THEOPHANOUS — Thisiswhere the banks have been very resistant, | think. Would you like to
comment on exactly what you mean by that particular recommendation?

Cr LAROCCA — Itisredly aninconvenience factor. People establish arelationship as a customer with
an organisation, and for them in many casesthe serviceisnot just the fact that they hold an account but also that it
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isat aparticular location. That is not accounted for in any way in branch closures or anything like that. Banks just
send aletter saying, * Off you go; we have moved your account for you' to the nearest branch. As| pointed out in
my submission, it leads to a certain amount of inconvenience for a person or abusiness. Asthey are not
compensated or accounted for in any way, | do not believe customers should have to pay for that |oss of
convenience. So | would agree with what you say.

There is another interesting point on that. A very plucky individua in our city had a safe deposit box with one of
the banks. When it closed he went through the terms and conditions on his safe deposit box, and they indeed
referred to alocation. He has taken up the matter with the ACCC. Heis saying, ‘ Right, you owe me. Y ou cannot
move my service; you did not give me 31 days notice as per your contract with me'. It would appear that the banks
are having problems with their contractual obligations with that, and | would certainly encourage anybody to try to
hold their bank to account on that.

Mr THEOPHANOUS— What | am getting at is that we need to make a set of recommendations. The
recommendation you have made relates to the Australian Bankers Association (ABA) bank closure protocols. It
would be possible for usto recommend legidation along the lines that a bank wanting to close abranch must give
to each and every person with an account at that branch the option of leaving and going to another bank at no cost
to themsealves. | think that would do more to stop closures than virtualy any other requirement that could be put on
the banks. Y ou have said that this should be amatter of ABA bank closure protocol. However, it is doubtful that
the ABA would take up such an offer.

Cr LAROCCA — It certainly isdoubtful.

Mr THEOPHANOUS — Isit your recommendation to this committee that it should investigate other
legidative needs?

Cr LAROCCA — Certainly, for social abligation issues through to issueslike this; we should be
looking at legidative fixes to these sorts of things. Through our parliaments, organisations like this should be held
to account. | reckon your suggestion would lead to a change in the way the banks operate, particularly in the
country areas, where it would be harder for them to argue, ‘ There isabranch akilometre away’. Certainly it would
be away to hold them to account for their effects on small businesses and customers.

The CHAIRMAN — Thank you. Mrs Caoote.

MrsCOOTE — Thank you very much, Cr Larocca; | agreethat it isavery comprehensive report. Y ou
made some comments that | am fascinated with, one of which isthat with the banks closing the local community
does not fed any part of it and is not involved, and has asense of despair. | think about four Commonwealth Bank
branches have closed in my electorate over the past six months. They have cometo mein avery timely manner,
have given me an indication of what they have been doing, and have referred to people coming to me. Not one
person has come to me as the local member to say that they have a concern about the closure of abank branch. That
isfrom my persona involvement.

Cr LAROCCA — Yes

MrsCOOTE — Perhapsitisdifferent in your electorate. | was also fascinated to hear you say that banks
have asocia obligation. | go back to the despair issue and your comprehensive report. Obvioudy the City of
Moreland has spent some considerable amount of money on looking into the banks. Have you done the same sort
of investigation looking at what else and what other infrastructure changes have caused despair for the people of
Moreland?

Cr LAROCCA — | amabit confused; you might want to clarify the question, please.

MrsCOOTE — You have put alot of money and time into looking into what the banks are, and asto
their being commercia organisations Mr Theophanous has referred to transactions between clients and operators.
Y ou have obvioudy spent alot of time on investigating the implications of banks for your community.

Cr LAROCCA — Yes.

MrsCOOTE — Onthe same sort of proportion, what else has the City of Moreland done to look into
socia changes and the implications of infrastructure changesin Moreland? Isthereasimilar sort of — —  ?
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Cr LAROCCA — Wherewould you want to start? We involve oursalvesin issues of concern to our
community, aswe are expected to under the Local Government Act. That meansthat we are involved in looking at
the effects of education changesin our area, and we are working with our local school communities on how best to
deal with that. We do the same in the manufacturing area; the council has alarge economic development unit
which works with employersin our city to deal with changes on that level. The amount of time and effort that goes
into this palesin comparison to the amount of time and effort that goesinto looking after the basic infrastructurein
our city.

MrsCOOTE — Soitisnot just banking? | just want to get it into perspective.
Cr LAROCCA — No.

MrsCOOTE — Soitisnot just banking that has had some ramifications and that has caused problems
for the shopping centre strips and those other areas as well?

Cr LAROCCA — Oneof the primeissuesfor them isbanking. But it is part of the larger structural
change, and the brief your committee hasisto look at that larger change as well, and we have chosen banksto
highlight as an example of that. There are many other changes that have gone onin our economy. | havelost four
of the eight milk barsin my ward in the last two years. | draw aline from that effect to the convenience of 24-hour
supermarkets. But, yes, thisis one which has been aconcern for our community, so we have taken action onit.

MrsCOOTE — | go back to theissue of strip shopping centres. | do not know your area, and | apologise
for that. Do you have any large shopping centresin your area? We certainly do; we have the Chadstone shopping
centre, which has caused alot of problems for strip shopping centres. Do you have the same sorts of problems with
the strip shopping centres?

Cr LAROCCA — Thelargest strip shopping centre we haveis Barkly Square, which isin the very south
of the municipality and tends to service part of the Carlton and Fitzroy communities aswell. It isour largest big top
shopping centre. Moreland is quite unique outside of that, because we are ringed by them. We have the Highpoint,
Broadmeadows, Airport West and Northland shopping centres— dl of which provide competition for our strip
shopping centres. Despite that, at the Coburg end of Sydney Road is probably the highest occupancy rate of any
strip shopping centre in Melbourne at the moment. So that strip shopping centre is going quite well. Itisof a
medium size and provides agood range of basic services. It isthe smal onesthat redly have— you do not have
to do agreat dea of work to work it out; when you drive around you can seeit. All the smaller ones have gone by
the way.

MrsCOOTE — | have aquick question, and could you give me areally concise answer? Could you tell
me why you think the banks have asocial obligation?

Cr LAROCCA — Becausethey provide aserviceto anincredibly large proportion of the community,
and their serviceis not completely recognised by the relationship between them and their shareholders. | believe
they seethat relationship as being more important to them than their relationship with their customers. Itislike
what | said inthefirst part — the services are akin to basic services in the community, and the community sees
them asthat, but the banks do not; they see them as amoneymaking service for them. So thereisadifferencein
view between the two parts of the world there. Simply because they provide that service to probably amost
everyone in the community, | think they do owe an obligation for that. They make a profit from our community,
and for that reason they have an obligation to provide that service back.

Mr THEOPHANOUS — Itisabit like the electricity and gas companies, isn't it?

Cr LAROCCA — Yes itisabasic sarvice. Everyone usesit, therefore they have some obligations back
to the community, and they are not meeting them.

MsDARVENIZA — | want to ask you about the education of people who use banking services so they
are able to use some of the newer services, such asthe Internet and ATMs. Thereisagroup within the community
who find this very new and very difficult, and you have talked about the banks having some responsibility, and it
perhaps being done through neighbourhood houses. Could you expand on that and tell us alittle about what you see
asthe extent of the need for that education, how it might be met, and who should be responsible for meeting that
need?
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Cr LAROCCA — Inthefirst instance the banks should be responsible for meeting that need. | draw a
line to what the Deputy Chairman said before. If they are the ones taking that action, then they have a certain
responsibility to make the community aware of the change and accommaodeate their customersfor that change. The
neighbourhood houses would be agreat place; in our city we have pretty much got one in every suburb, and they
are good places for neighbourhood learning. In my view they are certainly organisations that can reach and speak to
those groups in our community which are not dedling with the change. They are agood way to get to them, |
suppose. | do not use neighbourhood services, but | can deal with the change in banking services quite okay. So
they would be agood location for it to be done.

That recommendation is based on aredistic understanding that the banks will not start propping up branches and
returning the basic face-to-face services back to our community. They realy need to do more than they are
currently doing to educate people about the change and get them au fait with and able to deal with it. They do a
little bit at the moment by offering videotapes and, | think, sometimes offering to go out and help people. But there
is nothing that makes up for that face-to-face contact. They need to provide that face-to-face contact to help people
deal with the change from what used to be provided to them with their banking services before. They haveto take
more carein degling with that change and in giving people the opportunity to be apart of it.

MsDARVENIZA — It probably also assists the bank in kegping customers. If | have a passbook
account and my bank branch is closed, they could show me how to do Internet banking or phone banking and then
I might stay with them and not go with the community bank.

Cr LAROCCA — It would make good commercia sense and they are doing it to apoint aready, but
they could do it more. The great problem with Internet banking for passbook customersisthey cannot yet get
money out over the Internet. That will not fully account for the changes.

MsDARVENIZA — True. Thank you.

The CHAIRMAN — Cr Larocca, thank you very much for coming along today. We will send you a
copy of the Hansard transcript of our discussionsfor you to check. We appreciate the time you have given us and,
in particular, the submission you have given us.

Cr LAROCCA — Thank you for the committee’ stime.

Witnesswithdrew.
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The CHAIRMAN — The Economic Development Committee is an all-party investigatory committee of
the Legidative Council. Today we are hearing evidence in relaion to our inquiry into structural changesin the
Victorian economy. | advise al present at this hearing that al evidence taken by this committee, including
submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant to the
Congtitution Act and the Parliamentary Committees Act.

| welcome representatives of the Telstra Country Wide Advisory Board and thank you for coming along. The
reasons you are here are twofold. Firstly, we have an inquiry into structural changes in the Victorian economy —
you have probably seen acopy of our reference— and we are finding out what is going on in rural and regional
Victoriain awhole range of matters. That isthe first reason we are interested to hear evidence about these matters.

Secondly, | received in my mailbox at the Parliament a document from you explaining your project and your
responsibilities for putting out better telecommuni cation equipment and services into regional and rura Victoria
Wetook evidence in western Victoriafrom a number of people who spoke to us on arange of issues, including
being cut off the Net, not being able to get onto the Net at all, and having the el ectric fence of the property next
door affect their telecommunications connections, so when | heard of what you people were doing | thought it
would be very interesting to hear about it first hand. That is the background.

| would be interested to hear an opening statement about who you are and what you do, so to speak, and what is
going on particularly in rural and regiona areasin terms of the rollout, the program and the timing of your service,
if you have that available, and then we might ask some questions. We have about half an hour to do that.

Mr DOODY — Thank you, Mr Chairman, and members of the committee. Firstly, thank you for giving
us the opportunity to present to you what Telstra Country Wide doesin rura Victoriain particular, which we will
focus on today. Obvioudy our current program aswell as our future plans address some of thoseissues you just
spoke about.

Today we will run through a couple of key areas that we think would be of interest to the committee. | will givea
short background on Telstra Country Wide, including where it came from and its principa goas. Mr Lomdahl will
talk alittle about the legidative and regulatory framework we have to operate in, because that is extremely
important from aregiona perspective and places some boundaries around what we do. | will talk specifically about
service quality, infrastructure and also some of the issues you spoke about, such as Internet access. Mr Wiltshire
will be talking about mobiles, including mobile coverage, which is abviously one of the hot topics, pricing and
zoning, aswell asthe impact Telstra Country Wide has had on economic devel opment within regional Victoria.

Telstra Country Wide was formed over 12 months ago in June 2000. Specificaly, our amsareto improve
communications within rural Australia. We obvioudy have a mission and avision. The mission isto provide
high-quality and constantly improving communications and information technologies for the use by regional
business and customers. Our vision isto be a continually improving successful and growing businessin regional
Austraia

Thereisaperception that the viability of communication companiesin regiona areasis suspect, but theredlity is
that Telstra Country Wide moved into being on the basis of abusiness— that is, we were going to make it
successful. Mr Wiltshirein particular will outline some of the wayswe are actualy doing thet.

Telstra Country Wide is probably quite different to other parts of Telstrain that we are geographically based. It
would befair to say that some level of disenfranchisement of country customerswasfelt within Telstra. To address
that we felt we had to change the way we managed the country areas. Specificaly, what we have done is move
back to regionally and geographically based management structures.

| have an officein Ballarat; | have, as do the other 28 area generd managers (AGMs) in country Australia, total
accountability for service and sales within that geographical area. Irrespective of what part of Telstra providesthe
sarvice, a the end of the day the accountability for service and sales and being able to grow the business comes
back to me. That is quite a change from the traditiona structure we have had for probably the past 10 years within
Telstra, which has been very vertically integrated. That has been a significant change.

Asl sad, there are 28 area general managersin Austrdia. Within Victoriawe have one AGM based in each of
Gippdand, with officesin Sale and Hedlesville, Bendigo and Mildura; one AGM hastwo offices— onein
Benallaand one at Shepparton; and | have two offices— oneat Ballarat and one at Warrnambool. As you can
see, we are very much aregionaly focused organisation. We report to Lawrence Paratz— and | must mention
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here that Lawrence sends his apologies for not being able to be here today, he had a pressing engagement
yesterday — he got married!

Lawrenceis one of four regional managing directors who report to Doug Campbell, and Doug reports directly to
Ziggy Switkowski. Asyou can see, we have avery flat sructure. We are very lean asfar asnumbers: there are

425 Telstra Country Wide staff in Australia. The way we operate is very much by contracting our services either
back to theinterna work groups or to outside contractors. We are doing that more and more as we see ashift inthe
levels of activities: for example, we contract out all our civil activities— that is, the trenching and putting in of the
ductsto lay our cablesin the ground. That happens through contractors.

Mr Chairman, we have some packs to hand out which contain information that we will refer to as we go through.
They cover dl the topics we will be talking about today.

Telstra Country Wide has avery different structure. It isin essence alobbyist group within Telstrafor the benefit of
and with afocus on country outcomes. Locd call accessto the Internet was brought inin April thisyear, and that
was one of the requirements we saw when we came into business about 12 months ago. We have rolled out
asynchronous digital subscriber line (ADSL) broadband technology to alarge number of regiona areasin Victoria,
aswell ashaving rolled out our Internet satellite service over two and ahaf years ago, saying, ‘Any personin
Austradlia can have broadband access to the Internet at a price that is comparable to metropolitan areas . That is
most important.

We have done alarge number of rural exchange upgrades— 267 in the past nine monthsin country Victoria
alone, and 1500 nationally. We obvioudy have code division multiple access (CDMA) mobile coverage, and

Mr Wiltshire will touch on that in afew moments. Aswell asthat we have participated with the government in a
number of programs. The most significant of those is a program called the Internet assistance program, whichisa
$50 million project that allows customers to self-diagnose issues surrounding how their Internet performanceis
going. Customers do some checks, and if those checks prove they are not getting a certain speed, which isnow
legidated at 19.2 kilobits per second, an escaation process resultsin a service person going out to their homes and
improving their quality of Internet access.

Without any further ado, | will pass over to Mr Lomdahl to quickly outline the legidative framework we operate
within.

Mr LOMDAHL — Itisimportant, Mr Chairman, to understand some of the legidative and regulatory
framework in which Telstra operates to see some of the things we do in context. Telstra Corporation islisted on the
Audtralian Stock Exchange. It is subject to the Corporations Law and ASX listing requirements. The
commonwealth owns 50.1 per cent of Telstra stock. The board and officers of Telstrahaveto act in the interests of
all shareholders— the minority shareholders and the majority shareholder. Some special commonwealth powers
and legidation apply to Telstra: for example, there are special reporting requirements and a power of direction that
can be exercised by the communications minister. That is broadly the sort of governance framework in which we
operate.

Within the structure of Telstrais the board; the CEO, Ziggy Switkowski; and in Telstra Country Wide my boss,
Doug Campbell, reportsto the CEO. | have included in the pack of materiads an organisation structure for your
information.

It isalso important to understand the special regulatory framework that applies to telecommunications. The
Austraian Competition and Consumer Commission isthe competition regulator for telecommunications and
specid provisions of the Trade Practices Act apply to telecommunications. Broadly speaking those specia
provisions ensure that competitors can get accessto our network for the key services— for example, they ensure
that if acompetitor is operating atelephone servicein Audraliaits calls can be completed on the Telstra network.
The ACCC hasarolein arbitrating on the price that might be paid for that, and there is quite arange of provisions
covering that.

Over and above those access provisionsis a specia anticompetitive behaviour rule which is overseen by the ACCC
and which goes beyond the normal testsin the Trade Practices Act for anticompetitive behaviour. It iscalled the
competition rule and it applies only to telecommunications. In addition, the ACCC has specia
information-gathering powers and the ability to compel usto report on our costs, services and so on. Local and
mobile number portability is a so required under the competition regulations.
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The second leg of athree-part introduction to telecommunications regulation is price controls. We are subject to a
wide range of retail price controls, and in the pack of materials you will see adiagram that attempts briefly to set
that out. The most important price control isthe requirement that every year Telstraisto deliver price cutsworth
5.5 per cent in real terms to consumers across a basket of our standard telephone services. We have to cut the price
of those services by 5.5 per cent every year. That, in effect, is quite a requirement on the corporation. Every year
when we sit down to do the budgets we have to take 5.5 per cent out of the cost base of Telstrabefore $1is
returned to shareholders because of this requirement to deliver consumer savings.

Mr THEOPHANOUS — Thatisnot on dl services, though?

Mr LOMDAHL — That isacrossthe major ones. That requirement applies across mobiles, line rentals,
fixed-line connections, leased lines, local calls, subscriber trunk dialing (STD) and international direct dialling
(IDD), so it appliesto a basket of the most important consumer services.

Mr THEOPHANOUS — But not the calls themselves, where the biggest revenue comes from?
Mr LOMDAHL — Itincludesloca calls, STD and IDD calls.

Mr THEOPHANOUS— Why do local cals come under the consumer priceindex (CPl) minus O per
cent category? That isadouble entry, isit?

Mr LOMDAHL — No, that isan additional provision saying that that basket of CPl minus O per cent
applies over and above the CPl minus 5.5 per cent cap. That provision isin thereto say that irrespective of what
you do to the large basket where you are required to deliver 5.5 per cent of price cutsyou are not alowed to change
the price of abundle of local callsand line rentals by more than CPl minus O per cent.

Some of those other provisions— thereisan extensive array of them— are designed as consumer protectionsto
prevent some prices moving around very rapidly and thus disadvantaging some consumers. In addition, for
example, there is a bottom-50-per-cent rule which says that we cannot put up prices more than CPI minus 1 per
cent for low-hill preselected customers. It is quite a detailed set of pricing regulation.

Thethird element of telecommunications regulations is the social and technical regulation that applies. That is
overseen by the Australian Communications Authority. The customer service guarantee coversthetimeit takesto
install and repair services. A quarterly report is put out by the Australian Communications Authority (ACA) on our
performance. Thelatest report isincluded in the pack of materials.

We have the universal service obligation to make standard tel ephone services available across Australiaand to
make them reasonably accessibleto al people. The cost of the universal service obligation is shared among the
industry. We have a specia digital data service provider requirement to make available the equivalent of a
64-kilobyte service anywhere in Australia. A number of other detailed regulations apply under the category of
social and technical regulation— for example, presalection, access to property, numbering, industry development,
directory, operator servicesand so on. That isa brief sketch of the regulatory and legal framework within which we
operate.

Mr DOODY — Mr Chairman, obvioudy serviceisaprimary accountability for Telstra Country Wide,
and as | mentioned during the introduction, the area general managers have the sole accountability for that. It is
pleasing to note that over the past two yearsin particular we have had made significant improvementsin the
delivery of serviceto rura Victoriansaswell asto rura Austraians.

Inside the pack you have is areport from the ACA. That has the quarterly report card for which al the major
carriers have to provide performance data. The document is obvioudly extremely detailed and has an enormous
amount of information based not only on Telstrabut also on al the other carriers. From Telstra Country Wide's
perspectiveit is one of our key focuses, so obvioudy we ensure we are seeing continual improvements within the
service ddivery within rural areas.

All the performances measurements are based on the customer service guarantee, which isalegidated performance
indicator against which al the communications carriers have to perform.

Fault restoration for rural areasin Victoria hasimproved 10 per cent in the last 12 months and is up to the
mid-90 per cents depending on whether it ismajor rural or minor rurd — oneis 96 per cent and the other is 95 per
cent. Within the delivery of service— that is, new telephone services— we have aso had significant
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improvements over that two-year period. Within Victorian rural areas new servicesto customers are being ingtalled
at 95 per cent within the required time frames set down by the Australian Communications Authority.

Obvioudy to achieve that improvement in conjunction with, as Rob outlined, the reduction in cost structure has
meant we have had to improve efficiencies. We have done that in a number of wayswithin Austraiaand obvioudy
within country Victoria. Two in particular have had amajor impact. The first was to multidiscipline our staff and to
train them in anumber of activities and not just in one core activity. That has seen aconsiderable saving on
breakdownsin demarcation over the last two years, aswell as building up expertise within the field staff so they are
able to handle anything from an exchange issue to looking after a customer’ stelephone service.

Secondly, obvioudy we have improved markedly our work management processes. Today all field staff are
connected vialaptopsto a central dispatch centrein Victoriawhich isbased in Bendigo for country Victoria. The
performance of that has improved markedly and we measure that in anumber of ways. Oneis by the reduction of
travel time. How much time does afield person spend on the road? We have seen that decrease over the last couple
of years, which comes as a surprise to most people. Again, itisacase of experience. We are learning aswe usethe
system, and we are getting much better at it.

Thirdly, and probably the most important, we have been able to achieve significant service improvementsby a
much more targeted approach to the expenditure of capital. Obvioudy we have avery large capitd expenditure
within country Australia, and obvioudy within rural Victoria. We have become very targeted asto how we spend
those dollars. The particular way we have done that include aggressively increasing our optical fibre network
throughout country Victoria. | will pass some plansto the committee— | have alarge plasticised one but | have
some A3 handouts. The committee will probably get the gist of the map during my explanation. Those red lines
across Victoriaare the optica fibres that we currently have running through country Victoria. The blue ones are the
microwave network that we have operating throughout Victoria. As the committee can see, our program— thisis
up until Junethisyear soiit isreasonably current —  shows an extensive breadth and width of optical fibre
coverage.

Mr McQUILTEN — One goesthrough my property.

Mr DOODY — | suppose they have to go through some properties to get to the locations and exchanges.
It isimportant to note that optical fibre does two things. One of the major thingsin the rura environment is
electrical fences. Optical fibre cuts down on the impact of electrical fences. Secondly, it also makesthe cablefairly
resistant to electrical lightning strikes. One of our major issuesis copper cablesin the ground getting hit by
lightning. Thisis ademonstration of the commitment we have to ensure the improving quality of our data network
to al our telephone exchanges.

To give the committee a hit of an idea, once the cableisin the ground the redlity iswe can upgrade that particular
optical fibrein the future to meet growing command. Most of the sites the committee sees there have a minimum of
what we call 8 megabits, so that is 8 megabits per second of data transferred to them. To give you an idea of where
we can scale that up to, we have recently announced that we are upgrading the intercapital route between Sydney
and Melbourne to 10 gigabits per second. That allows us to upgrade the network as we see the need within the local
communities.

Asl said, we are very much committed to improving the communicationsinfrastructure within rural areas. Our
perception in regiona areasisthat thereis not enough infrastructure to cope with or handle the growth in particular
areas, such asthe Internet. Theredlity isthat theinfrastructure that we have now in place to every telephone
exchange in country Victoriaalows usto increase that capacity very quickly, and in fact we normally carry alarge
headroom of somewhere between 20 per cent or 30 per cent into each of those areas, which means we can quickly
upgrade it. We do not have to wait for the equipment to be upgraded over alonger time.

As| have said, we have upgraded 267 small tel ephone exchanges which give the full range of easy call facilities
including message bank and othersthat facilitate business growth.

Mr McQUILTEN — Youhaveonetogo— Bet Bet.

Mr DOODY — Wehavetwotogoin Victoria. There are 269 and we have two to go, so | will check
when Bet Bet is being upgraded. The Internet obvioudy plays an important part within regiond areas. One of the
reasons we have been so aggressive in putting in place an extensive optic fibre network istheincreasein growth,
particularly in datatransmissions and particularly for Internet capability. As| mentioned before, any personin
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Australia can access broadband Internet access now at a price that is comparable to metropolitan areas via satellite
services.

Mr THEOPHANOUS — What do you mean by broadband?
Mr DOODY — High-speed Internet access from up to 1.5 gigabits per second.
Mr THEOPHANOUS — Soitisat thetop end.

Mr DOODY — Itisat thetop end but the important thing isit is at rates that are comparable with
metropolitan customers. There is no differentiation between a metropolitan customer and apersoninarura area
opting for high-band satellite Internet access.

The CHAIRMAN — A lady came to see the committee a Edenhope. She was from a place called
Telopea Downs, which is quite away north of the highway in the middle of uninhabited country. At the moment
she cannot hook up at al to the Net. However, you are saying if she got a satellite she would be able to more than
adequately hook up.

Mr DOODY — Morethan adequately. | have to make a couple of quaifying points. The current satellite
service we operateisoneway, S0 it is downwards. The upward link is viathe normal telephone service. We have
been operating that service for about two years.

The CHAIRMAN — If shewanted to get the weather, the stock prices or other information down to her
screen a Telopea Downs, she could do that, but if she wanted to Internet bank she could not.

Mr DOODY — She could Internet bank but it would be abit dower at this stage. Thisis part of Telstra
Country Wide' s commitment to improve communications.

The CHAIRMAN — How would she get back, through the satellite?

Mr DOODY — Shewould do it viaher norma PSTN, or public switched telephone network, hook-up.
The CHAIRMAN — What doesthat mean?

Mr DOODY — Through her normal telephone viaamodem connection.

The CHAIRMAN — Wherethat isnot good enough to operate, dl islost.

Mr DOODY — Thepoint isthat Telstra Country Wide, in conjunction with the federal government, has
announced the Internet Assistance Program, so it isaguaranteed minimum 19.2 kilobits per second. We would
expect much higher rates than that for the vast majority of customers within country Victoria because of the way
our infrastructure isset up — asthe committee can see from the map —  but the guaranteed minimum — —

Mr LOMDAHL — If | could make acomment, our experience of many customers who say they have
Internet problemsisthat when you look at their Internet performance there is awide range of reasonsfor their
problems. | know, for example, when | have set up my PC at home sometimes | have done it in an incorrect way,
sometimes it depends on the Internet service provider’s (ISP) configurations, sometimesit isthe line, sometimes it
isarepair that might need to be made. Thereisawide variety of possible causesfor poor Internet performance so
we established the Internet Assistance Program, which isreally a structured way in which we can help customers of
any carrier. You do not haveto be with Telstra, but if you have a problem with your standard Internet over the
telephone service you can ring up this help centre and they will guide you through a processto get you up to a
reasonable Internet.

Mr THEOPHANOUS — With the greatest of respect for what you are telling the committee, thefact is
that what you are talking about, using the particular example raised by the Chairman, isthat you can accessthe
Internet by your normal telephone, which you are saying you can get 19.2 kilobits on; correct?

Mr DOODY — Yes.

Mr THEOPHANOUS— And you are guaranteeing that. That would not be any different in the city
either; you would be able to get your 19.2 kilobits. Mineis only 18.5; | do not know why that isthe case.
Nevertheless, | amin the city and perhaps| deserveit. What you have neglected to tell the committee isthat to
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accessthe 19.2 kilobitsin country Victoriausing your normal line costs you alot more. Y ou have not told the
committee that.

Mr DOODY — That isnot correct at al.
Mr THEOPHANOUS — Y ou do not haveto use STD rates?

Mr DOODY — No. | did not get toit, but one of the other initiativesin conjunction with the
infrastructure rollout, and Grant will probably touch on this more, isthat in about April of thisyear Telstracame
out with awholesale product called Megapop, which alows any 1SP to buy a product that will give anyone loca
call accessto the Internet. Telstra Country Wide has adopted the wholesale Megapop product, and has a couple of
specific products such as Big Pond Home Essentias, which isaloca call accessto the Internet anywherein
country Australia. There are a couple of key components. It gives unlimited hours and a maximum of 300 megabit
download before you incur additional charges.

So that isnot correct any longer —  athough up until April thisyear you had to pay STD ratesto get some | SPs,
but not all because some had local points of presence. Customers now have the option of a number of |SPs that will
givethem locdl call accessto the Internet anywhere in country Australia, and obvioudly in country Victoria.

MrsCOOTE — Canyou tdl the committee about the costs of the satellite and who pays for that? | refer
to the example given by the Chairman before.

Mr LOMDAHL — We have an array of products, depending on your need. The satellite serviceisa step
up from your normal telephone service. Including the Internet service provider charge— that isthe $25 amonth,
or something like that, that you might pay for Internet service— the current satellite monthly charge is about $60.

Mr DOODY — Itis$60for a64K guarantee download speed. For 400 kilobits per second it is $76.50 a
month.

MrsCOOTE — How much doesthe thing cost to start up? We dl have to put up with the costs of
ingtalling anormal telephone. How much doesit cost to get the satellite service and Megapop et cetera?

Mr DOODY — It depends on where you are. Thereason | say that isthat currently there is a subsidised
program through the federa government which pays for haf the ingtallation costs of the dish as well as the desktop
unit.

MrsCOOTE — Isthat right across Victoriaor in regiond or rurd Victoria, or are there some
geographical constraints?

Mr DOODY — There are geographical constraints. Outside 4.5 kilometres from your telephone
exchange is where the subsidy isavailable.

MrsCOOTE — Can you give the committee some idea of the cost?

Mr DOODY — Certainly. It isaround $750-odd; that is the maximum installation charge.
MrsCOOTE — Presumably you get some sort of proportion back from the federa government?
Mr DOODY — Fifty per cent.

MsDARVENIZA — If youlivein aparticular area.

Mr DOODY — Outside 4.5 kilometres from the local telephone exchange.

MsDARVENIZA — Do many people live outside 4.5 kilometres or do most fall within the 4.5?
Mr DOODY — It would befair to say that the mgjority would fall within the 4.5 kilometres.

MrsCOOTE — You said the satellite and so forth uses the newest technology. Therefore, in the future
isthiswhat will be encouraged, even though at the moment it is $350 ayear to put in, rather than the optic fibre?

Mr LOMDAHL — If | might comment here: it depends on your particular need. Wewill be
introducing, for example, atwo-way satdllite, which is afurther enhanced product, and that is amore valuable
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product. It essentially means you can get very high speed Internet going both ways, you do not haveto rely on the
telephone going one way.

MrsCOOTE — Isthat twice as expensive?

Mr LOMDAHL — The pricing isyet to be announced, but we are looking to make sureit is affordable
and comparable between regional and metropolitan areas. Perhaps for the benefit of the committee we can supply
the actua prices of the satellite service. In our view it is quite an affordable service if you want high speed Internet,
and its costs are not prohibitive. Its costs are in the hundreds of dollars. We have a self-installation option where for
$99 or so you caningtall it yourself, and that cuts the cost from $700 down quite substantialy.

MrsCOOTE — | am surprised at the cogt.
Mr McQUILTEN — Will you refer to mobile phones, because we have almost run out of time?
Mr DOODY — Yes, unlessthere are any more questions.

Mr THEOPHANOUS — Theonly question | have on thisisthat you have told the committee that
broadband is accessible anywherein Audtralia. Y ou have told the committee that normal Internet access can be had
by using local callsand that STD calls are no longer necessary. With al that happening, why isit that during the
course of the federal election the whole debate was about the need for you to get into country Victoriaaleve of
service which was appropriate in order to alow privatisation? That suggeststo methat you have not reached that
level of service. What you are telling this committee, in all the evidence you have presented here today, isthat you
have. What is going on?

Mr LOMDAHL — Being acommonwealth majority-owned organisation we have to be somewhat
circumspect about the comments we make about the election and party policies.

Mr THEOPHANOUS — | want to know about the service. What do you need to reach so that people
are satisfied? What are the things that have not been done or that need to be done? From what you have told the
committee it sounds as though there is nothing else that needs to happen, but there is obvioudy a gap between what
country people are getting and what city people are getting. We want to know about that gap.

Mr DOODY — Thereare acouple of areas. Oneis obvioudy an upgrading of the current infrastructure
we havein place, because at the end of the day some of the cabling we have in the ground is 25 yearsto 30 years
old. In metropolitan areas the new estates are obvioudy growing, and with new cabling into new estates we have
far lessissues with changing the cable. So we have abig program within country Victoria, in fact rural Australia,
with upgrading our cabling. We are aso looking specifically at whether or not cabling is the right method for the
future, so we are looking at aternative technologiesin anumber of programs.

We have along way to go within rural Australia. There is no doubt about that, and we do not hide from that fact.
However, what | have to say to the committee is that we have made significant progress over the last couple of
yearsin particular when we have had geographically based managers focusing on the key local issues affecting
business. Local business has someone to go to when they have problems with their Internet or they have technical
issues. Within my office | have technica specidists, customer service staff, sales executives, and business
development people asthere are in each of the Area General Managers Offices, and that is one of the key issues
that will move us forward and where we have to go to increase business within regional and rural Victoria.

The CHAIRMAN — Thismap looks very good to me. Y ou have covered everything except the
mountains and the desert; everything iswonderful. However, if | lived on afarm— and thisisthe bit that | do not
understand — that is 10 kilometres or 15 kilometres from one of these spots, and there are plenty of farms across
rura Victoriain that situation, and if the wire between my farm and wherever the closest red lineisthat connects
me up isan old copper wire and thereis an electrical fence and it isabit wonky and | am trying to get on to the net
to get my stock prices, to do my banking, check the weather or whatever, will the ultimate provision that you will
be involved with expand these red and blue lines out to dl such farms, or will you continue with this concept where
you haveto have asatellite if you cannot get the connectivity and the speed down the line through these copper
wiresthat connect dl these farms across Victoria?

Mr DOODY — Mr Chairman, it will be acombination of the red and blue lines that you see on the map,
plus new technologies that are currently under devel opment, specifically focusing on mobile communications as
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the method. We are not there yet, but at the same time we have to make sure that we continue to improve the
sarviceswe havein the regiona Victorian aress.

The CHAIRMAN — So while the gurus are developing new technology you will keep on expanding
your red and blue lines around rural Victoriato get to as many people as possible, but ultimately, with technology
expanding asmuch asitis, | assume that satellite communications through dishes will become cheaper and more
viable; and it might become more viable than paying the $750 to get alittle dish worth $50 and stick that on the
roof rather than having awire going for kilometres adong aroad?

Mr DOODY — Absolutely. It will be a combination of everything you have spoken about. We cannot
simply say we are going to put optical fibre everywhere, because in alarge number of rural areas that may not be
the best way to provide service to the customer in a cost-effective method, and it may not be the best way to take up
with the new technologies that are continually evolving within telecommunications. We are not locking ourselves
into any one product. We will use acombination of methods to deliver the products and services that the customers
arelooking for.

The CHAIRMAN — Fair enough. | would be keen to hear about the mobile side of things.

Mr WILTSHIRE — | am handing maps around the table to show what | will cover. Since theinception
of Telstra Country Wide one of our key prioritieswas to expand the digital CDMA coverage. At the moment
nationally 97 per cent of the population is covered by digital CDMA, which represents 1.1 million square
kilometres, and those statistics are growing. Ninety-eight per cent the population of Victoriais covered by digital
CDMA versus the nationa figure of 97 per cent, and greater than 70 per cent of landmassin Victoriais covered by
the digital CDMA network versus anationa figure of 13 per cent. In retrospect Victoriais well positioned for
coverage. A lot of that has to do with the deployment of the digital CDMA network and the work that Telstra
Country Wide has been doing with local government and community groups on expanding our network and
working with those groupsin support of their Networking the Nation applications.

During thelast 12 months we have seen arollout of some 24 extra base stations throughout Victoria and under the
outcomes of the Bedey inquiry thereis about that number again in the queue to be deployed. Halls Gap, Lavers
Hill and King Valley are examplesthat highlight the regional coverage on digital CDMA.. Telstra Country Wide
has also been very proactive in the education process.

Mr McQUILTEN — WoasHalls Gap doneinthelast 12 months?
Mr DOODY — Halls Gap cuts over in December thisyear. The tower isbuilt, the building isthere.

Mr WILTSHIRE — It was announced back in June. We have been proactive in the education process.
A lot of peoplewill carry ahand-held mobile telephone with them, but alot of people were not aware that you can
get a patch lead and amagnetic aeria which will obvioudy expand the coverage while you are travelling along. So
we have been proactively involved in field days. We have an educational van that travels throughout regional
Victoria. We are very proactive in our education process with al the dealers who represent us out in regional
centres.

Mr McQUILTEN — | have both phones, by theway. | am equally tridling it for you.
Mr DOODY — Soaml. | havethisoneand aCDMA.

Mr THEOPHANOUS — Doesthat mean that effectively you have to have two phonesif you do abit of
travelling in the bush? |s CDMA adifferent network?

Mr LOMDAHL — Almost. It isadifferent technology. | use CDMA exclusively when travelling
everywhere. It was brought in to replace the analog network which was closed down through alegidative process.
We think thistechnology has particular advantages. The manufacturers say it is clearer. It has good data
transmission properties. It is terrific modern technology.

Mr THEOPHANOUS — So you are saying you do not need both?

Mr WILTSHIRE — No, you do not need both. The key advantage with CDMA isthat it has nearly
twice the coverage per tower in the same geographical areaasthe existing GSM. That iswhy we specificaly
looked at it to replace the analog network.
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Mr McQUILTEN — There are black spots on the Cader Highway where neither works. | can point
them out. Thereisjust one spot where neither of them works.

Mr THEOPHANOUS — | go down to Angleseaquite abit and | cannot get my GSM to work in the
areaof Angleseawhere my houseis.

Mr DOODY — In Angleseawe recently installed anew tower a Bellbrae which wasto help cover part
of ablack spot that we had around on the Anglesea area. Aswell as putting in additional towerswe are continually
upgrading the capacity and the mobile antennatechnology, which has improved.

MrsCOOTE — They are not getting any bigger, arethey?
Mr DOODY — No, it depends on the Situation.
MrsCOOTE — Inthose beautiful areas?

Mr DOODY — Ohbvioudy we are very cognisant of the planning processes we would have to go
through. Halls Gap was a classic case of the process working to the benefit of both the environment and the needs
of local business.

The CHAIRMAN — So doesthis map show where we are as of today?

Mr WILTSHIRE — That isasof June.

The CHAIRMAN — Sowherewe aretoday is probably abit advanced on that?
Mr DOODY — Yes.

The CHAIRMAN — Where will we be ultimately? |s the ideato have the whole map brown or to cover
it with brown and whatever the other colour is? What is your long-term plan?

Mr WILTSHIRE — Obvioudy it isto get as much coverage out there as we possibly can and to focus
on the areas that are important to the communities.

The CHAIRMAN — Soif we went back five years, this map would not be as colourful ?
Mr WILTSHIRE — No, not at all.

Mr THEOPHANOUS — Haveyou amap for GSM?

Mr WILTSHIRE — Yes, we have. We can provide that aswell.

The CHAIRMAN — If welooked at the time sequence then the map would gradualy get more
colourful, so over the past five or six years aheck of alot has happened, and that iswhere we are still heading?

Mr LOMDAHL — Yes. Coming back to the question of new technologies, you reach the limit of which
areas you are going to cover. For example, in the mountainous areas of Victoriayou would have to have towers
everywhere to cover what isbasically avery sparsely populated space. So in those sorts of cases—  in the desert
areas of Audtraliaand in some of those other areas where very few people areliving— you would have to look to
the satellite-based mobile phones— —

Mr McQUILTEN — That isthe point. What about the cost of satdllite phones, because | was thinking of
getting one myself?

Mr DOODY — | suggest that it will go down the same path as we have seen with mobiles. If you can
remember the price of handsets back in the days when analog or GSM first came on the market— —

Mr McQUILTEN — Thefirst onel bought was $3800.

Mr DOODY — It was very expensive. These days, obvioudy through a process of subsidisation, the
prices of the handsets are down but they are still much lower than they were then, as the technology has evolved
and become mature. That will happen with any new technology — for example, satellite mobile phones. Y ou will
see that as the technol ogy becomes mature the prices will decrease.
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Mr McQUILTEN — How much is one now?

Mr LOMDAHL — Telstradoes not offer a satellite mobile phone. VVodaphone isin a consortium with
globd — —

Mr McQUILTEN — Yes, because my mates up in the Northern Territory use them.
Mr McQUILTEN — Isthat $5000?
Mr LOMDAHL — No, they are down to about $1800.

Mr THEOPHANOUS — | recently did the school bus review and in the end we chose for our school
buses a system which is based on satellite and normal GSM and it isin one phone. It does GSM in the country
where GSM isavailable, but it will switch to satellite in those areas where it isnot, S0 it has complete coverage of
anywherein Victoria. They do have to get out of the busin order to use the satellite system.

Mr DOODY — That isjust the evolution of technology over aperiod of time. That iswhat we have seen
and will continue to see.

The CHAIRMAN — Isthere anything else in your submission that we have not given you the
opportunity to provide us with as yet?

Mr WILTSHIRE — | wasgoing to briefly cover pricing and also the activity on the economic front if
time alows.

The CHAIRMAN — All right, if you could quickly do that we might then ask some questions.

Mr WILTSHIRE — Rob gave an outline earlier about some of the regulations and acts that are in place
for pricing and zonage. On the locdl front Telstra Country Wide offerslocal cals as per the geographic areas
defined in the act of 1991. Of |ate we have seen the introduction of neighbourhood calls, which is giving afinancia
advantage to those customers who are ringing customers or friends on their local telephone exchange. As
outcomes of the zoning review, we have seen the introduction of wide area callsthat extend the reach of a 25-cent
call up to 50 kilometres, and that means that Castlemaine can now ring Bendigo for afixed price of 25 cents. We
have al so seen the introduction of regional areacdlsthat allow customersto nominate acal up to 85 kilometresfor
afixed rate of up to 99 cents, and that is for amaximum of 3 hours to the emerging business tariffs that we have
seen. Of late we have introduced regional advantage, which asthe name impliesis aregional-specific calling
package. It takes away the distance dependency, so it is oneflat national -rate call, irrespective of geographics and
location.

Mr THEOPHANOUS— Y ou are not talking about mobile charges?

Mr WILTSHIRE — No, just generic phone calls for business. One of the highlights of that packageis
oneflat-rate call nationally. It gives business the advantage of dealing with other businessesin the areaup to
50 kilometres at a much reduced rate. We have introduced call capping. It emphasisesthe fact that we have come a
long way with pricing, and thereis no differentiation between aregional telephone call and ametropolitan
telephone cal.

Mr THEOPHANOUS — What about mobile rates?

Mr WILTSHIRE — Inthe early days the model was distance-dependent; it was under two
categories— under 165 kilometres and over 165 kilometres. As of probably two to three years ago we introduced
generic flat rates on a per-second charging.

Mr THEOPHANOUS— How muchisthat?
Mr WILTSHIRE — Around 27 cents per minute. It depends on the call profile.

Mr DOODY — It depends on the plan that you are on. Y ou will note that when you take up a service
you can go on a$50 plan, a$30 plan or a$100 plan, and that is per month. The amount then subsidises the
individual costs of the call. We can say that mobile costs have reduced significantly over the past threeto five years
and will continue to reduce. The undoubted trend we are seeing in communications, not just in Victoria but
nationally and internationally, is that the cost of call structuresis decreasing.
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Mr THEOPHANOUS — Inréation to those costs, many people who have spoken to me get confused
about the fact that when they go on to one of these plansthe cost of the phoneisreally paid for through a plan by
agreeing to have the use of the phone to the value of $30 per month. The question that follows from that isthat if
you bought your own phone privately, should you not get the calls at a cheaper rate which does not include the cost
of the phone? Somebody is making alot of money in that regard. Are you able to answer that question?

Mr LOMDAHL — What you are seeing now isthat the cross-subsidies between the contract and the
handset are being phased out across the industry. In the future when people buy amobile phone they will pay up
front however many hundred dollars for the phone and they will pay for the call charges separately, so it should
mean the call charges are lower than they have been because that element of cross-subsidy will have been removed.

Mr THEOPHANOUS — But that is hot the case at the moment?
Mr DOODY — Weare moving to that now.
Mr THEOPHANOUS — They dtill advertise zero dollars for phones.

Mr DOODY — Yes, but you can aso pick up plansthat are specificaly call based and you were not
ableto do that 12 months ago. That iswhat Rob is saying.

Mr THEOPHANOUS — Soif you have your own phone you can get the cost of your cals cheaper now
than you could have before?

Mr DOODY — Yes.
The CHAIRMAN — You havefinished your presentations. Are there any questions?

MrsCOOTE — Inyour presentation you referred to the rapid rate of change in technology and
perception. Certainly when we have been around the state the perception has been that rura Victoriais
disadvantaged. From these maps | can see that you are really making an effort to address all of those issues. My
concernis: are we setting people up for unrealistic expectations? We are talking about fast Internet access, greater
mobile access, and so on. s the technology moving so fast that country people are always going to be behind; or, as
the technology isimproved in the metropolitan area, will that same technology be used right across the state so that
from here on we really should not expect any disadvantage in atechnical sense?

Mr DOODY — You are correct on some aspectsin that we are moving to a platform that provides rapid
deployment of new products and assistance right across the network —  for example, our exchanges are in effect
large computers, and when we want to effect a change such as anew product or service we download a new
software package to that telephone exchange, so that certainly alowsfor arapid deployment of products and
servicesright across the state. Levels of infrastructure and build programs will continually be based on the need we
seeinthat particular location.

Y ou may see aleapfrog of technologiesto provide those services and products— for example, there could be a
casein the future where we no longer provide cable as the basic means for service provision but we simply skip to
anew technology that we are developing. So it isnot correct to say that we will rapidly roll out infrastructure; | am
trying to emphasise the fact that it will be acombination of technologiesthat will provide the products and services
into the future.

Mr LOMDAHL — From our point of view, we are trying to make sure there is equality between
regional and metropolitan areas. We think with the array of technologies we have now at our disposal the
opportunity to do that is greater than ever.

MrsCOOTE — And the gap in these new technol ogies between metropolitan and rura areas will get
smaller? Aswe go about our committee business right around the state and someone saysto us, ‘We cannot get
telecommunication and you get so much better in the city’, will that gap close as you get more and more
technology?

Mr DOODY — | will go back to your first point. If you look at what we have, isit a perception of gap or
isit redity? Can | suggest to you that from the perspective of an areagenera manager we place alot of emphasis
on education, on telling people about what we have available now in those particular locations. The perceptionis
that in country areasin most cases people are inhibited from buying or having access to the latest products or
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services. Theredlity isin the vast mgjority of casesthe products and services are there now, but we as Telstrahave
not given them the information to take up those products and services to benefit their business.

MsDARVENIZA — But you have also benefited from the costs. Y ou have explained the cost structures
for various equipment that would be needed for a person to be able to get the service that is somewhere close or
equivaent to what we have in the city, so thereisan additiona cost to regional Victorig; isthat right?

Mr DOODY — As| mentioned to you before, there is a perception that the business of
telecommunicationsin regiona areasis somehow subsidised by other areas. In fact in country Victoriaitisavery
good businessto bein. We see great growth potential for businessin regiona Victoria. If you equate the business
opportunities and growth to the cost of infrastructure, you are covering the cost.

MsDARVENIZA — But the up-front cost is greater. If you compare someone in the country with
someone who is going to set up an equivalent service in the city, the country person will pay more?

Mr LOMDAHL — Wewould say in most cases that is not the case. In some cases obvioudy it will —
for example, the cost of providing super high-speed Internet to abank in Collins Street where you have very thick
optical fibreswill be different from the cost to afarm.

MsDARVENIZA — Whereyou would haveto set up asatellite, which is additional ?

Mr LOMDAHL — The point we would makeisthat if you are anorma consumer or abusinessor a
medium-sized enterprise we can provide equivaent services at coststhat are broadly equivalent to what you would
enjoy in ametropolitan area.

MsDARVENIZA — That seemsto contradict what you said earlier, though. Mr Theophanous put to
you that one of the issuesthat has been taked about most recently isthat in order for full privatisation of Telstrato
occur there would need to be guarantees about provision of servicein rura and regiona Victoria. Everybody is
saying that we are not there yet. When Mr Theophanous asked you, you said, ‘ No, we are not there yet and we are
not going to get there until such time as perhaps there is a range of new technologies; we are looking at awhole
range of new technologies— therollout’. Y ou have talked about the rollout just now to Mrs Coote. That may not
be what happens. That may be not be the technology that gets usthere. Y ou have said that you are not there yet for
rural and regional Victoria; am | right?

Mr DOODY — From abusiness perspective— —

MsDARVENIZA — | am not talking about just the business perspective. | am talking about every
perspective. We have it from business perspectives aswell as from families who want educational accessfor their
kids and who want it for entertainment —  whatever.

Mr LOMDAHL — To come back to our view, in terms of the availability of telecommunicationsin the
rural and regional areawe believe we can provide the servicesthat are broadly comparable to metropolitan areas
now — & pricesthat are comparable.

MsDARVENIZA — Areyou saying you have comparable prices now?
Mr THEOPHANOUS — No, not price— the price isthe problem.

Mr DOODY — Can | make apoint? The cogt of provision for astandard telephonein Melbourneis
exactly the same as at Edenhope, irrespective of how far they are from the telephone exchange; it is
$190-something for the provision of aresidentia service. Unlike the power industry, for example, we have to
provide the infrastructure to the gate of the residence. Telstra bears the cost $190. As| said, we have arange of
products and services and, as Rob said, the mgority of those are based on the same pricing structure aswe havein
Metro.

The CHAIRMAN — We have run out of time, unfortunately. Do you have afina comment?

Mr LOMDAHL — Would it be helpful for the committee if we provided some examples of pricing and
therange of services, just to illustrate the point and | suppose to back up some of our contentions.

The CHAIRMAN — That would be greet.
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MsDARVENIZA — Not just where they are the same but perhaps the areas where you have said they
are not comparable and where there are alot of additional costs. That will certainly be helpful.

Mr THEOPHANOUS — Canyoujust clarify onething, so that we are not going away with a different
impression? My understanding of what you are saying is that you can provide a comparable level of serviceto
virtually anyone living in country Victoriaasin the city. However, in some instancesthat is at a higher price than it
would be in metropolitan Melbourne; isthat the situation?

Mr DOODY — Can| make acomment?

Mr THEOPHANOUS — If you are saying a comparable service and acomparable price, then you are
there aready.

Mr DOODY — Yes.

Mr THEOPHANOUS — And we do not need to continue the discussion.
Mr DOODY — No.

Mr THEOPHANOUS — | do nat think you are there alreadly.

Mr DOODY — For the mgjority of products and services, the prices are comparable for the customer.
Telstramay have to bear additional cost to provide the service but the cost to the customer isthe same.

Mr THEOPHANOUS — Y ou have not answered the question so we will just haveto leaveit. | asked
you avery specific question. Are you saying you have the comparable level of service and the comparable price; is
that what you are saying?

Mr DOODY — Yes, for the mgjority of products.

Mr THEOPHANOUS— Sothereisnoissue and al the things that happened in the federal election
were dl based on myth; isthat correct?

Mr LOMDAHL — Wewould not comment, of course, on what occurred at the— —
The CHAIRMAN — Y ou cannot expect them to talk about an election.

Mr THEOPHANOUS — Y ou haveto give us sensible evidence and that is putting al the cards on the
table. Areyou saying to this committee as a matter of evidence— and | want it on the record so we can quote
you— that you are able to guarantee now alevel of servicein rura Victoriacomparable to what existsin
metropolitan Melbourne and you are able to guarantee aleve of pricein rura Victoriacomparable to metropolitan
Melbourne? Y ou can put that on the record; isthat what you are saying?

Mr LOMDAHL — | think what we are saying isfor the vast mgjority of consumer needs. We are able
to provide mobile services that are comparable in price, given the limitations of the technology.

Mr THEOPHANOUS — | am happy for you to say ‘vast mgjority’. But, please, unless you want to say
that the serviceis comparablein rura Victoriaand in metropolitan Mebourne, without any qualification, then that
isahbig step. If you are happy to put that on the record we are happy to accept the evidence and hold you to it. But if
you are not happy to put it on therecord | am giving you the opportunity to qudify it, if you want to.

Mr LOMDAHL — To be precise, we think for most services and most consumer needswe are able to
provide broadly comparable services at broadly comparable prices. Where the limitations of that occur are, for
example, in the case of mobile services, there are some very sparsely populated areas where it isunlikely you are
going to see mobile coverage. In the case of high-speed Internet the technology of choice depends on the location
of the end customer. So, for example, in aregiona centre, in atown, we would use similar technologiesto provide
you with high-speed Internet in that regiona town as we would in Frankston, Mornington or so on. Outside those
areas we would have to use another technology like the high-speed Internet satellite, but again we would contend
that the pricing of those services and the utility of those servicesis not vastly different between one area or ancther.

Mr THEOPHANOUS — In summary, we have come along way and we are getting there?
Mr LOMDAHL — Yes.
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The CHAIRMAN — Andthereisalot of difference between ‘al’, and ‘the mgjority of’ or ‘most’.

Gentlemen, thank you very much for coming along today. Wewill send to you a copy of the transcript of our
discussions. That transcript is not made public until you have seen it and suggested any aterationsto us and we
have considered those suggestions. That isimportant. We thank you for the effort you have made and the time you
have given to us. It has been aworthwhile exercise in inviting you to come here in that these i ssues have come up
when we have gone around rurd Victoriaas key issues that people are interested in. The way you have described it
to ustoday has been quite enlightening. We understand alot more of what is going with Telstraand the Country
Wide program. Thanks for coming along and to those who support you aso.

Committee adjourned.
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