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Provision of court recording and transcription services
Summary

Summary

Court recording and transcription services are an important element of administering and
accessing the justice system. Audio recordings are the official record of what occurs in
courts, including details of evidence, decisions and judgements. Recordings are documented
as a written transcript when requested by the court, by parties to proceedings or by other
court users. The courts and their users rely on these recordings and transcripts in the
day-to-day operations of the court for preparing cases, examining and cross-examining
witnesses and lodging appeals.

The Department of Justice and Attorney-General (DJAG) is responsible for providing
recording and transcription services to Queensland's courts. Since March 2013 it has
outsourced the provision of these services. Before then, the in-house State Reporting
Bureau (SRB) provided the full service, with the support of the Court Technology Group
(CTG).

In February 2013, DJAG contracted with Auscript Australasia Pty Ltd (Auscript) to provide
recording and transcription services across the state. In 2014—15, 93 362 hours of court
proceedings were recorded and 1 773 077 folios (around 591 026 pages) were transcribed.
From the start of the contract to 30 June 2015, DJAG has paid $17.9 million for the provision
of court recording and transcription services.

DJAG's outsourcing of these services was part of its response to the then government's
focus, which was implementing its election commitments on fiscal repair. The government
required all agencies to find urgent cost savings. The change to outsourcing also followed
several years of complaints by the courts about the quality and timeliness of the services
provided by the department and the need to replace its aging Dalet recording system.
DJAG's intent in outsourcing was to reduce the state's costs of providing these services
while also addressing quality, timeliness and legacy system issues. DJAG estimated that
outsourcing would save it up to $6 million per year.

On 22 April 2015, the Attorney-General, the Honourable Yvette D'Ath MP, wrote to the
Auditor-General requesting the Queensland Audit Office (QAQ) consider concerns about
quality, timeliness and cost of transcripts under the outsourced service. The Auditor-General
decided to undertake a performance audit on court recording and transcription services.

The objective of the audit was to determine whether the expected benefits from outsourcing
court recording and transcription services are being realised and whether DJAG is managing
the contract effectively.

Conclusions

The outsourced service delivery model is meeting the needs of courts in most cases.
Auscript reports that it has recorded 99.9 per cent of court proceedings since the contract
commenced, but DJAG does not independently verify this.

The model is delivering lower annual net operating costs to the state, but these fall well short
of the up to $6 million in savings originally estimated. The savings realised by the state have
also come at a cost to court users in terms of the prices they pay for their transcripts and the
levels of service they receive. Costs, inaccuracies and delays can have a profound impact
on people's ability to prepare their case and access justice. In its endeavour to save money
DJAG failed to adequately consider and assess the likely impact of its decisions on the
courts and court users.

Two and a half years on, the state has now moved beyond break-even point with the
outsourcing model—that is, the cumulative savings now exceed the costs incurred by the
state to transition to the new model, including staff redundancy and infrastructure set up
costs.
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However, lower than estimated annual savings, combined with concerns about quality,
timeliness and user cost, bring into question the overall value proposition of the selected
model. From this perspective, DJAG cannot reliably demonstrate whether its present
outsourcing model for court recording and transcription services represents the best overall
value for money that it could have obtained, in terms of either cost or quality and timeliness.

This is largely because DJAG significantly limited its own ability to create sufficient
competitive tension in its tender process by bypassing important procurement steps. These
important steps relate to gaining a detailed understanding of user needs and service
requirements, and adequately understanding and informing the supply market.

Transitioning in such a short time period from a fully-departmental provided service to a
single external provider model was high risk, particularly in the absence of this crucial
supporting analysis. Because DJAG bypassed key procurement processes to meet tight
timeframes, it did not know at the time of going to market, and still does not know, what
service delivery mix is most likely to provide the best value for money outcomes for
Queensland courts.

The rushed process continues to hinder DJAG and Auscript—being the root cause of user
concerns and their on-going contract management problems.

It is critical for government to take the lessons learned from this outsourcing experience as it
considers alternative service delivery models in the future. There is an opportunity to achieve
savings and benefit from innovation in service delivery, but only if agencies diligently plan
and manage the process well.

Outsourcing outcomes

DJAG's average annual direct cost savings under outsourcing to date are approximately
$3.4 million per year in operating costs. This is just over half of the up to $6 million in annual
savings that DJAG advised the Cabinet Budget Review Committee an outsourced
arrangement could achieve.

The cumulative savings over the term of the contract will fall well short of DJAG's original
savings estimates. Nevertheless, assuming the current level of savings continue, the state
now stands to realise around $12.8 million in direct cost savings over the life of the
contract—2019, or up to $19.6 million if both of the contract's two-year extension options are
exercised. These savings estimates are susceptible to unplanned cost increases and do not
include own source revenue forgone and CPI adjustments.

DJAG estimated $400 thousand per annum would be required to cover the cost of the
internal team managing the outsourced arrangements. That is now up to $700 thousand
per annum and DJAG expect it to rise to $850 — $900 thousand by the end of 2015-16
financial year, further eroding direct cost savings.

DJAG also did not consider the loss of its own-sourced revenue in its annual $6 million
savings estimate. When this lost revenue is taken into account, the net savings under the
outsourced arrangement drop from $3.4 million to $2.9 million per year.

Some users still raise concerns about services not meeting their needs, but this is not simply
a service delivery issue. It results from a combination of factors that make it more difficult to
be clear about where and if there has been service delivery failure. The major factors being:

= unresolved pre-existing service delivery issues
= DJAG not establishing user needs and expectations from the outset of the contract

= Auscript not meeting in some instances some contracted service accuracy and time
delivery standards.
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DJAG and Auscript disagree on how to assess transcript errors. DJAG's sample testing of
transcripts between April 2014 and August 2015 found that more transcripts failed to meet
the contract's minimum standard for accuracy than met it. December 2014 was the only
exception. But the contract measure used by DJAG for transcript accuracy is simplistic and
also not comparable to how DJAG measured the SRBs transcript accuracy. Therefore,
DJAG are unabile to reliably determine if they are receiving an equivalent quality of service in
terms of accuracy, than they did under the in-house model.

The outsourced model DJAG implemented has shifted some of the costs associated with
producing recording and transcription services to end users. We estimate this has resulted in
a 119 per cent cost increase, at a minimum, for users in the civil court jurisdiction and some
Magistrates Court matters with the removal of subsidies and the cost structure of the
outsourced model.

Users of Queensland Courts civil jurisdictions are paying more for comparable transcripts
than users of the Federal Court of Australia pay with the same service provider, Auscript.
They also pay more while waiting longer for their transcripts. For example, users of
Queensland's civil courts ordering a transcript with a 10-day delivery period pay 13 cents
more per folio (100 words) than a Federal Court transcript delivered in five days. Auscript
advised us that a number of differences between the two jurisdictions make up the rates,
including the rates negotiated, structure of the two models and volumes of orders from users.

Cost increases for users are common when transitioning from a subsidised model to user
pays. However, they heighten the need for proper assessment of the impacts on users when
considering outsourcing, and for effective consultation with and education of users, before
and after the decision.

Auscript report 99.99 per cent of required proceedings were recorded. DJAG does not verify
this. It relies on the data, which Auscript provides, without direct checks.

Outsourcing public services

Over the last decade, the global trend towards outsourcing public services has increased in
the search for innovation and cost efficiency in service delivery. So too have the warnings
about the benefits only being realisable if the outsourcing process is undertaken thoroughly
based on proper planning, analysis and management.

The former attorney-general made the decision to outsource to a single provider and set the
timeframes for this to occur. The procurement timeframes were clearly driven by the need to
achieve budget savings through staff redundancies by 30 June 2013.

We saw no documented analysis supporting the rationale for a single provider model. While
the in-house service was effectively a sole source supply contract, the requirement to
outsource afforded an ideal opportunity at that time to test whether a mix of providers offered
net benefits compared to a sole source provider.
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Given these policy settings, DJAG did not:

do a detailed analysis of its existing costs, of alternative service delivery options or of
user requirements to inform this decision, before or after the event.

perform a detailed cost benefit analysis to inform its estimate of annual savings of up
to $6 million.

comply with the Queensland Procurement Policy. It lacked adequate consideration
of key principles—whole-of-life costs; identification of user needs; adequate market
engagement; and probity.

provide sufficient information to the market about the services they required and the
outsourced operating model. This resulted in limited interest from the market with
only two tenders being received— and only one of which met all tender
requirements. But because of the tight timeframe DJAG did not consider extending
the procurement process to achieve greater market participation.

document advice to the former attorney-general about the procurement risks
associated with the short timeframes imposed.

Managing outsourced service delivery contracts

DJAG n

egotiated the contract poorly. As a result, the contract:

lacks appropriate incentives and penalties to drive performance

is not clear on responsibilities, services, and definition of service quality
is not outcomes based, reflecting quality and performance

does not adequately reflect user needs.

The contract does not reflect current operating arrangements. Consequently, the parties are

working

outside the contract.

The working relationship in an outsourced environment is critical. DJAG and Auscript are not

working

together effectively to resolve contract and service delivery issues. More than two

and a half years into the contract, they still do not agree on fundamental operating principles,
responsibilities and quality measures.
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We identified a number of other major issues in relation to contract management:

= DJAG unintentionally retained responsibility for services it intended to outsource,
adding unintended costs. For example, it retains responsibility for distributing free
transcripts, the majority of these relating to criminal matters.

= There is no mechanism built into the pricing structure to remove the recovery
component of Auscript's capital investment once Auscript has fully recovered its
investment. This means that there is a lack of transparency associated with the
recovery of up front transition costs compared to on-going operating expenses, and
a risk of users continuing to pay a higher price than necessary. If volumes are lower
than anticipated, Auscript bears the risk of not recovering its capital investment.

= DJAG has no reliable way of assessing how the outsourced court recording and
transcription services compare with those provided previously by the State Reporting
Bureau (SRB).

» DJAG and Auscript are not fulfilling their formal reporting requirements under the
contract. DJAG has only conducted one bi-annual performance review with
Auscript—two and a half years after the contract started. Auscript has met target and
minimum standards for monthly reporting on seven occasions. It has submitted only
one quarterly report on time and has never submitted an annual report.

= DJAG has not independently verified Auscript's performance, despite having the
ability to audit under the contract. This makes it impossible for DJAG to make an
informed assessment over the accuracy of this information.

Recommendations

We recommend that the Department of Justice and Attorney-General:

1.

resolves known contract issues with Auscript as a matter of priority, and vary the
contract as needed

ensures all contractual rights are appropriately exercised and obligations met, including
as a priority:

= approval of a suitable transition-out plan as required under the contract

= independently verifying Auscript's performance and billing information, as provided for
under the contract

assesses the effectiveness of existing contract performance measures and change as
needed, including introducing incentives and penalties that will better drive performance
and high quality service delivery

conducts a cost benefit analysis, while considering full lifecycle costs, to determine if
current services are cost effective and providing value for money, with a view to
revisiting costs and how services are delivered where they are not

immediately conducts a detailed assessment of service delivery requirements, user
needs and market capability to identify future service delivery options

evaluates feasible alternative service delivery options to determine the best value for
money option in terms of cost, timeliness and quality

develops a strategy and plan to progress to the best value for money option at the end
of the current contract.
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Reference to comments

In accordance with s.64 of the Auditor-General Act 2009, a copy of this report was provided
to the Attorney-General and to the Director-General of the Department of Justice and
Attorney-General and the CEO and Managing Director of Auscript Australasia Pty Ltd with a
request for comments. A copy was also provided to the former attorney-general (now the
Shadow Minister for Police, Fire, Emergency Services and Corrective Services), as a person
with a special interest in the report, in accordance with s.64(3).

Where they have made submissions to us, their views were considered in reaching our audit
conclusions and are represented to the extent relevant and warranted in preparing this
report.

The comments received are included in Appendices A and E of this report.
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1. Context

In Queensland, court and tribunal proceedings are recorded electronically in courthouse
locations across the state. Courts record all legal proceedings, but only transcribe the audio
when a person or court requests it.

Judges, judicial officers, juries, legal practitioners and individuals involved in court
proceedings rely on audio and transcripts as an official record of proceedings. Both form the
basis of decisions and judgements made by the judiciary.

In 2014-15, 93 362 hours were recorded and 1 773 077 folios (around 591 026 pages) of
transcript produced. Folios consist of 100 words and are a metric to measure transcript
volumes. There are around three folios (300 words) to a page of transcript.

Queensland courts

Court jurisdictions

Queensland's court jurisdictions consist of eight courts, one tribunal and a commission. The
Queensland Court Services (QCS) is a business unit in the Department of Justice and
Attorney-General (DJAG), and manages the following courts:

= Supreme Court

= District Court

» Magistrates Court
= Children's Court

» Industrial Court

»= Land Court

= Land Appeal Court.

QCS also manages the Queensland Industrial Relations Commission (QIRC) and the
Industrial Court, which structurally sit under the Office of Industrial Relations—as part of
Queensland Treasury’s portfolio. QCS does not manage the Mental Health Court or the
Queensland Civil and Administrative Tribunal (QCAT). The Mental Health Court is part of the
Queensland Department of Health and QCAT is a separate business unit under DJAG.
QCAT is different to other courts. It is an independent tribunal, established to be accessible,
quick and inexpensive in resolving disputes.

Magistrates, District and Supreme courts hear civil and criminal matters with other courts
and tribunals presiding over specific matters. Civil cases normally involve a party (a person,
company, or the government) who is in dispute with another party and seeks compensation
or some other remedy by way of a claim or application. Criminal cases relate to acts or
behaviours prohibited by law.

Court locations

In Queensland, there are 81 courthouse locations for holding courts, from Thursday Island in
the north, Goondiwindi in the south, Mount Isa in the west, and Coolangatta in the east.
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A court user can be a judicial officer, lawyer, prosecutor, Legal Aid, Crown Law, the
Queensland Police Service, units of the courts, parties to proceedings or the public
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State Reporting Bureau

From 1926 until 2013, the State Reporting Bureau (SRB) recorded, transcribed,
administered and distributed transcripts to Queensland's courts, tribunals, commissions, and
inquiries. DJAG disbanded SRB when it outsourced Queensland's court recording and
transcription services to Auscript Australasia Pty Ltd (Auscript).

SRB's workforce of 161 full time equivalent employees was located across nine service
centres and 22 circuit courts. Staff travelled from Brisbane to regional areas as required.

SRB faced resourcing and on-time delivery challenges due to difficulty in meeting peaks and
troughs in demand. It largely attributed these difficulties to an inflexible workforce and
employment conditions. On heavy court load days, SRB often needed to divert staff from
transcribing duties to ensure that courts were recorded. This had an impact on transcript
delivery.

In June 2000, the Court of Appeal was fitted with audio and video link equipment to hear
appeals and applications in criminal and civil matters.

In 2004, DJAG introduced digital technology for the SRB to improve the timeliness of
transcripts and quality of audio. The department began a three-year rollout of digital
technology (called Dalet) to record audio of proceedings across all Supreme, District and
Magistrates courts in Queensland. In May 2006, the Dalet system rollout was completed and
its cost was recorded as an asset on the department's balance sheet, with a useful life for
accounting purposes of six years. At the time of outsourcing the system was nearing the end
of its useful life.

From 2006—07 the Supreme Court of Queensland annual report detailed technical issues
with both video and audio links. This resulted in lost court time and sometimes adjourned
hearings. They also regularly noted inconsistent quality and delays in SRB's delivery of
transcripts. These issues aligned with the rollout of the digital technology. Although
subsequent annual reports refer to improvements in the quality of SRB services, some court
jurisdictions continued to raise concerns about technical issues and delays in transcripts.

DJAG's Court Technology Group (CTG) provided technological support to SRB. This team is
now the Information & Court Technology Branch. Among other functions it is responsible to
ensure that DUAG's court technology, including the four channel audio feed is functional.

Recording and monitoring of proceedings

SRB used CAT (computer-aided transcription) reporters or stenographers until DJAG fully
outsourced recording and transcription services in 2013. The reporters sat in courts to make
a record of what happened and what was said. These recordings were used to produce
official transcripts when needed.

In lower courts, deposition clerks provided in-court recording and monitoring of proceedings
using a dedicated personal computer (PC) to start, stop, or pause the recording. They also
made annotations indicating commencement times and other relevant details of the
proceedings. In higher courts, SRB staff provided remote recording and monitoring, with the
capacity to monitor up to four proceedings at a time, using live video and audio streaming.
This allowed SRB staff to listen to each courtroom at least once every minute. Staff used a
dedicated computer to record proceedings and make annotations of relevant information.

Both in-court and remote staff were responsible for completing morning tests of equipment
and reporting any technical issues before commencement, and during proceedings to the
Court Service Centre for resolution.
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The service provided under the outsourced arrangement differs from what SRB provided
most noticeably by the removal of officers sitting in courts and the removal of access to a live
video stream for remote monitoring of proceedings. Instead, Auscript staff monitor almost all
courts remotely, relying on visual audio waveforms (see Figure 1B) to indicate sound. Its
staff can monitor multiple proceedings at any one time. In exceptional circumstances for
specific cases, staff may be present in courts for proceedings.

Figure 1B
Audio waveform

Source: https://commons.wikimedia.org/wiki/File%3AOrchestra_hit.png Transcript quality

Transition to an outsourced service delivery model

Before the 2012 state election, DJAG was already considering its options for replacing Dalet.
In addition to issues of timeliness and quality, Dalet was reaching the end of its useful life. Its
software had become incompatible with the department's upgrade of its underlying operating
system.

The new government actively encouraged departments to open up their non-core
government services to market competition with a view to improving productivity. Their vision
was for government to become 'the enabler, rather than the doer' to achieve value for money
through outsourcing where appropriate. The government at that time also required agencies
to find budget savings as part of its fiscal repair agenda.

DJAG recommended the outsourcing of its court recording and transcription services, as one
means to achieve savings. On 11 September 2012, the former attorney-general announced
the decision to outsource these services. He reported that it would save Queensland up to
$6 million annually.

A single provider model (sole contractor) to deliver the end-to-end recording and
transcription services was chosen over a panel arrangement (multiple contractors). This
model was consistent with the existing SRB model, which was essentially a single provider
(internal to DJAG) end-to-end model.

The former attorney-general set February 2013 as the implementation date for the new
model to align with the government's target to finalise all staff redundancies by
30 June 2013.

In August 2012, DJAG extended the target date for implementation to March 2013 in its
significant procurement plan. In this plan, DJAG again identified cost savings and identified
potential secondary benefits of improving the reliability of service delivery performance. On
22 November 2012, DJAG released an invitation to offer (ITO) to the market with a closing
date of 7 January 2013. DJAG awarded the contract to Auscript Australasia Pty Ltd
(Auscript) on 22 February 2013.
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Timeline of key events

Figure 1C shows the key dates and events in the decision and process for outsourcing the
delivery of court recording and transcription services.

Figure 1C
Key dates in the court recording and transcription services outsourcing

N
* CBRC approved identified savings from the outsourcing of the State Reporting Bureau and
approved commencement of the process required for outsourcing it's functions
18 June 2012 )
~
* Former Attorney-General announced government's intention to outsource, advising that up
to $6 million in savings would be achieved
11 September 2012 y.
N

* DJAG conducted one-on-one vendor engagement meetings to inform procurement process
* Meetings scheduled with eight vendors. One vendor cancelled citing probity concerns

September 2012 )
~
* DJAG released the ITO to the market, with a closing date of 7 January 2013
* Vendors had 47 days to respond to the tender
22 November 2012 )
~

» |ndustry briefings conducted, including subsequent visits to a supreme and magistrate court
= Seven vendors attended the briefing. Not all of these vendors had attended a vendor
engagement meeting in September 2012

29 November 2012 Y,
N
= |TO closed at 9am. DJAG received responses from two vendors
J
N
= DJAG awarded Auscript court recarding and transcription contract
22 February 2013 Y,

Source: Queensland Audit Office

Roles and responsibilities

The minister

As the state's law officer, the Attorney-General is the guardian of the public interest, and is
responsible for administering justice in Queensland, while ensuring fair and equitable access
to justice for everyone.

The former attorney-general announced the decision to outsource court recording and
transcription services.
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Department of Justice and Attorney-General

The Department of Justice and Attorney-General (DJAG) is a government department that is
responsible for administering justice in Queensland.

Additionally, DJAG's role is to uphold a justice system that is equitable, just, and accessible
to all. DJAG is accountable for the fairness, safety, and well-being of Queensland
businesses and consumers alike. Under the Financial Accountability Act 2009, the
Director-General, as the accountable officer, must ensure that operations are carried out
efficiently, effectively and economically to achieve reasonable value for money. This includes
ensuring court services are timely, cost effective, and high quality.

DJAG was responsible for:
= advising the minister on decisions about outsourcing
= procuring a service provider for court recording and transcription services
= developing and managing the service delivery contract.

Auscript Australasia Pty Ltd

Auscript is an Australian company, owned 100 per cent by Record Holdings Pty Ltd. It
provides recording and transcription services to courts in a number of jurisdictions, as well as
to other government agencies and state law enforcement bodies.

In the late 1990s, the Australian government privatised the Commonwealth Reporting
Service (CRS), which became Auscript Pty Ltd. In 2004, the current owners purchased the
company and began trading as Auscript Australasia Pty Ltd.

In 2012, when DJAG commenced its procurement process, Auscript provided court
recording and transcription services in the following Australian jurisdictions:

= Federal Court of Australia

= Family Court of Australia and Federal Circuit Court of Australia

= Victoria Civil Administrative Tribunal

= Victorian state courts, through the Victorian Government Reporting Services.

In 2013, at around the same time that DJAG awarded Auscript the contract for Queensland's
courts, Auscript was also awarded a contract to provide recording and transcription services
in Western Australian courts. Figure 1D shows the types of matters heard for the court
jurisdictions where Auscript has a contract.

Figure 1D
Types of matters heard by jurisdiction

Service Federal Family Victorian WA courts Queensland
Court of Court of courts courts
Australia Australia
Civil v v v v v
Criminal x x v v v
Appeals v 4 v v v

Source: Queensland Audit Office based on information provided by Auscript Australasia Pty Ltd.
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Relevant legislation and policy

Procurement policies

The government released the state procurement policy in 2010, which at the time was its
overarching policy to guide the procurement of goods and services. The policy's objective
was to deliver benefits for the Queensland Government, suppliers and the community by
advancing government priorities, achieving value for money and ensuring probity and
accountability for procurement outcomes.

Achieving value for money requires public sector entities obtain the best return and
performance for the money spent. This means price is not the sole determinant of value, but
one of three factors:

= overall objective and outcome being sought by the procurement

= costs, including upfront price, whole-of-life costs and transaction costs associated
with the acquisition, use, holding, maintenance and disposal

= non-cost factors such as fitness for purpose, quality, delivery, service, support, and
sustainability.

On 1 July 2013, the Queensland procurement policy replaced the state procurement policy.
Both the Queensland procurement policy and the state procurement policy promote the
selection of options that best provide value for money outcomes.

Project assurance framework

In 2012, the project assurance framework (PAF) was in place to assist departments to
effectively manage and monitor projects to maximise benefits and achieve value for money.
While designed for major infrastructure projects, key principles such as identifying the
service requirement, conducting an options analysis and developing a business case are
equally important when managing other types of projects.

From July 2015, the project assessment framework replaced the PAF and value for money
frameworks. It continues to promote the use of stage gates in regularly assessing if a project
is meeting strategic objectives and delivering value for money. It explicitly states that its use
is not limited to infrastructure projects, or public private partnerships (PPP). APPP is a
risk-sharing relationship between the public and private sectors to deliver public
infrastructure and related non-core services.

Financial Accountability Act 2009 / Financial Accountability Handbook

The Director-General is required to achieve value for money for the department's activities
and operations, under the Financial Accountability Act 2009 and related handbook. The
handbook defines value for money as maximising available benefits from inputs, and
considers cost and non-cost factors. To achieve value for money the handbook requires that
agencies:

= identify and prioritise objectives by conducting a cost-benefit analysis
= evaluate if government or other providers are best placed to provide the service
= monitor the budget

= assess if benefits are realised by continuously evaluating services, activities and
programs against pre-determined needs and objectives.

Recording of Evidence Act 1962

Part 8 of the Classification or Computer Games and images and Other Legislation
Amendment Bill 2012, amended the Recording of Evidence Act 1962 to enable the
outsourcing of the recording and transcribing of legal proceedings in Queensland.
Previously, only SRB could record and transcribe legal proceedings in Queensland courts.
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The Legal Affairs and Community Safety Committee recommended the Parliament pass the
Bill on the basis that the decision to outsource would:

= improve the recording and transcribing services
* make financial savings.
Passing of the Bill allowed recording and transcription of legal proceedings by:
* an outsourced arrangement between DJAG's director-general and an external party
*= an employee of the department
= a member or adjudicator of QCAT (for QCAT purposes only).

The committee, however, raised concerns that there would be no control over the price, and
that this could price individuals out of the justice system.

Court recording and transcription services

Audio recordings are the official record of what was said in court. Transcripts are meant to
provide an accurate representation of that recording. Both can include details of presented
evidence, decisions made and judgements passed.

Most court proceedings are recorded, but few are transposed into a written transcript. A high
proportion of Supreme and District court matters are transcribed, but few Magistrates Court
matters. Recordings, or parts of recordings, are transcribed when requested by courts,
parties to proceedings or court users. The main Magistrates Court matters which are
transcribed are hearings and decisions.

Courts order transcriptions for appeal matters once the appeal is lodged and the matter is
listed for hearing. This avoids the cost of transcribing matters that do not proceed to an
actual appeal hearing.

Figure 1E shows the key phases in the service delivery chain for court recording and
transcription services. While these phases are consistent across court jurisdictions, they can
differ in complexity and execution. For example, business rules such a restrictions around
who can receive a transcript differ for criminal and civil transcript distribution.

Figure 1E
Court services delivery chain

Recording Ordering Transcription Distribution Billing

Source: Queensland Audit Office

Judges, judicial officers, legal practitioners, the general public, and other parties involved in
court proceedings rely on recordings and the content of transcripts to form the basis for their
decisions. Appeal courts rely on them as an accurate record of what occurred in lower
courts. They require accurate, complete and timely transcripts. Missed recordings and
inaccurate or late transcripts could not only cause delays, but in some circumstances affect
decisions or result in mistrials. Delays in proceedings have flow-on effects to other cases
and can result in people staying in custody longer than necessary.

Report 9: 2015-16 | Queensland Audit Office



Provision of court recording and transcription services
Context

Judges may order certain sensitive evidence or information be suppressed or restricted,
limiting who can access recordings or transcripts. For example, in criminal cases this may
include supressing the identity of a police informant to ensure the person's safety. Whereas
in civil cases it may be to protect commercially sensitive information. Transcribing and
distributing transcripts of these proceedings correctly is crucial to maintaining public
confidence in the justice system.

Transcript categories

The contract requires Auscript to provide two broad categories of transcript—same day and
deferred.

Same day transcripts require delivery by:
= 6:00 pm on the same day for all spoken word before 4:30 pm
= 9:30 am the next business day for all spoken word after 4:30 pm.

Deferred transcripts have five categories, with the delivery time determining the unit price
charged per folio (100 words). Figure 1F shows the five deferred transcript categories and
corresponding delivery times.

Figure 1F
Deferred transcript categories and delivery times

Transcript category Prescribed delivery time

One day deferred Within one business day

Two day deferred Within two business days before 5:00 pm
Three day deferred Within three business days before 5:00 pm
Five day deferred Within five business days before 5:00 pm
Ten day deferred Within ten business days before 5:00 pm

Source: Queensland Audit Office based on contract.

Court service delivery models

Each Australian state and territory has slightly different delivery models for court recording
and transcription services. Some undertake the services in-house (public service delivery)
and others outsource some, or all, phases of the service delivery chain to private providers.

Appendix B compares the service delivery models for court recording and transcription
across Australia and New Zealand.

There are private providers who offer one or more court services and others are capable of
providing the full service delivery chain. Where private providers are used, the federal courts
and the two territories have opted for a sole provider model (single supplier). WA has
outsourced all of its recording and transcription services to one supplier, Auscript, and has
one court building that operates under a PPP with a sole supplier. It has not outsourced
distribution services. The other states that have outsourced services use a panel of
suppliers.

Auscript is the contracted single supplier of court recording and transcription services for the
federal courts. They have two contracts with the Commonwealth government to provide
these services: one contract for the Federal Court of Australia (FCA) and a second contract
combining the Federal Circuit Court of Australia and the Family Court of Australia. These
courts do not hear criminal matters.
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The Australian Capital Territory and the Northern Territory are the only other Australian
jurisdictions to fully outsource their court recording and transcriptions services but, on a
much smaller scale than Queensland. The Australian Capital Territory has three court
facilities and the Northern Territory has eight, both within a smaller geographical area than
Queensland.

Court transcript pricing and charging models

Under the SRB model, transcript prices charged to parties to court proceedings covered
around 50 per cent of SRB's costs for producing those transcripts—DJAG subsidised the
other 50 per cent.

The main reason for the government's decision to outsource the service was to achieve net
budget savings, primarily through the reduction of SRB staff and recovering the cost of
transcripts. This introduced a greater level of user pays, meaning users pay more of the cost
of providing recording and transcription services.

The fee structure under the outsourced model is complex. Factors such as the jurisdiction,
the type of matter and the requesting party can all influence who pays for a transcript.

DJAG pays for the production of some transcripts in the first instance. However, if other
parties order the transcript, DJAG is not charged. DJAG receives a rebate for transcripts it
has paid for if another party subsequently orders the same transcript.

DJAG can approve a fee waiver to clients who demonstrate financial hardship. In these
cases, DJAG pays for the transcript on behalf of the party. DUAG's process for evaluating fee
waivers can result in delays to the party accessing the transcript. This process continues
under the outsourced arrangement.

SRB prohibited the copying of transcripts, unless SRB's director approved the request. The
Director only granted approval in rare circumstances, for example if the copy was required to
support a body of research or a case study. In spite of these restrictions, some stakeholders
advised us that copying of transcripts was common. The outsourced arrangement continues
to prohibit the copying of transcripts.

Rationale for the audit

Two businesses that did not submit offers wrote to DUAG expressing their concerns about
the procurement process, and a third expressed concerns about the probity of the process.
Their concerns included:

= limited information provided by DJAG

= short procurement timeframe for the scale of outsourcing

= cost structure and its potential to significantly increase user costs
= high level of risk for both DJAG and the selected provider.

The Premier, the Honourable Anastasia Palaszczuk MP, raised some of these concerns in
the Parliament, as Leader of the Opposition.

On 22 April 2015, the Attorney-General, the Honourable Yvette D'Ath MP, wrote to the
Auditor-General with concerns about the level of service provided under the outsourced
service delivery model. These concerns related to transcript accuracy, timeliness and cost.

The Attorney-General requested the Queensland Audit Office (QAO) consider the issues
raised. In response, the Auditor-General agreed to undertake a performance audit on court
recording and transcription services.
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Audit objective, method and cost

The objective of the audit was to determine whether the expected benefits from outsourcing
court recording and transcription services are being realised and whether DJAG is managing
the contract effectively.

The audit addressed the objective through the following sub-objectives:
= establish whether the procurement process achieved economy in purchasing
= establish whether the contract was developed and managed effectively

» determine whether services delivered represent value for money.

Entities subject to this audit

= Department of Justice and Attorney-General (referred to as DJAG)
= Auscript Australasia Pty Ltd (referred to as Auscript).
The audit cost $300 000.

Report structure

The structure for the remainder of this report is:
Chapter 2 Assesses the process to outsource
Chapter 3 Explores the development and management of the outsourcing contract
Chapter 4 Evaluates the outcomes of outsourcing court recording and transcription services
Appendix A Contains responses received on this report
Appendix B Compares service delivery models
Appendix C  Lists key outsourcing service delivery issues
Appendix D Describes the audit methodology we used

Appendix E  Contains correspondence with the former attorney-general
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2. Outsourcing process

In brief

Departments need to establish service requirements, consider alternative service delivery options
and develop a robust business case before embarking on outsourcing. Maximising procurement
outcomes requires a value for money approach, systematic planning, market understanding and
transparency, and accountability.

Conclusions

The former attorney-general's announcement of the decision to outsource court recording and
transcription services drove the process and timeframe. This had a significant effect on the
robustness of the Department of Justice and Attorney-General's (DJAG) procurement and contract
development. Poor processes have had a lasting detrimental impact on DJAG's ability to
demonstrate the outsourced service delivery model it procured is the best value for money outcome
for the state.

Findings

= There is no evidence available that documents the rationale for the decision to outsource
to a single provider.

= DJAG did not do a detailed analysis of existing costs, service delivery options or user
requirements to determine if outsourcing would deliver the best service and value for
money.

» Pressure to achieve budget savings through the reduction of staff by 30 June 2013 drove
the procurement timeframe. As such, DJAG did not consider extending the procurement
timeframe to achieve greater market participation.

* The estimated annual savings of up to $6 million was not based on a detailed cost benefit
analysis.

= DJAG's court recording and transcription procurement process did not comply with the
Queensland procurement policy. It lacked adequate consideration of key principles—
whole-of-life costs; identification of user needs; adequate market engagement.

= DJAG provided insufficient information to the market about the services it required and the
outsourced operating model. This resulted in limited interest from the market with only two
tenders received—only one of which met all tender requirements.
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Introduction

Queensland's full outsourcing of court recording and transcription service was
unprecedented in its scale and nature for DJAG, placing a premium on the rigour and
thoroughness of planning and executing the procurement process.

The Financial Accountability Handbook and state procurement policies provide public sector
entities with clear guidance when considering and undertaking the outsourcing of services.
They set out that before embarking on outsourcing arrangements, departments need to
establish that an appropriate service requirement exists, consider available options and
develop a robust business case.

Once a business case has been established, maximising procurement outcomes requires a
value for money approach involving, systematically planning, market understanding and
transparency and accountability. This involves more than an assessment of price, which is
not the sole determinant of value. Achieving value for money requires public sector entities
to obtain the best return and performance for the money spent—cost, quality, timeliness. We
expected to find a robust, transparent and accountable decision-making process focused on
value for money.

This chapter assesses whether DJAG executed the procurement process in accordance with
the state procurement guidelines, applying a value for money approach.

Conclusions

The Department of Justice and Attorney-General's (DJAG) procurement of outsourced court
recording and transcription services was rushed and poorly executed in order to meet
imposed timeframes.

DJAG did not establish a compelling case for the decision to pursue a 'single provider'
service delivery model. DJAG's bypassing of detailed service requirements, user needs and
market analyses significantly limited its ability to produce an environment that was conducive
to competitive bidding for the contract. Bypassing these processes also meant that DJAG
was not clear about what specific services it was contracting and the manner in which they
were to be provided.

Limited interest from market participants due to a lack of information and perceived high-risk
contract means DJAG does not know whether it got the best price. Consequently, DJAG did
not know at the time of going to market, and still does not know, what service delivery model
is most likely to provide the best value for money outcomes for Queensland courts.

Decision to outsource

The primary objective in outsourcing court recording and transcription services was to deliver
cost savings. DJAG estimated there would be up to $6 million annually in cost savings.
DJAG did not do a detailed cost analysis to support this estimate.

The government's state procurement policy at the time required agencies to:
= apply a value for money approach
= systematically plan the procurement

= understand the nature of the procurement and the market from which they were
purchasing

* be accountable for the outcomes of the procurement and maintain transparent
decision making processes.

Realising cost savings should not be at the expense of achieving value for money—that
means obtaining the best return and performance for the money spent. At a minimum, this
should involve establishing a service requirement, conducting a preliminary evaluation and
developing a business case.
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The timing of the decision significantly limited DJAG's ability to conduct these important
processes. This led to DJAG largely bypassing them and meant the decision to outsource
court recording and transcription services was made without the benefit of these important
processes. As a result, it was not a fully informed decision and factors other than the
achievement of the best value for money outcome determined the procurement process and
timeline. Instead, the process was driven by the priority of realising cost savings within a
short timeframe.

Consequently, DJAG did not establish a compelling service delivery requirement to justify
the decision to outsource court recording and transcription services to a single provider.

DJAG did not clearly define court recording and transcription service requirements before
going to market and outsourcing. It did not:

» adequately identify user needs or expectations
» undertake a detailed analysis of existing court recording and transcription services
= scope the outcomes it sought to achieve.

DJAG is still clarifying service requirements two and a half years into the contract with
Auscript.

Understanding existing services

The timing of the decision and the need to exit State Reporting Bureau (SRB) staff before
30 June 2013 meant that DJAG's ability to do a detailed assessment of service requirements
was limited.

DJAG did not analyse its existing court recording and transcription services, and has still not
catalogued or documented all of the services required. While DJAG consulted SRB's
documented processes, and its high-level process maps, they did not have detailed
catalogues and maps of services before commencing the contract. DJAG has since
documented procedures to reflect the new arrangements, but continues to work on those
that are still pending.

Understanding user needs

DJAG established a user reference group, however the users viewed the decision to
outsource as a 'fait accompli' (done deal) and did not consider DJAG's efforts to consult with
them genuine.

As a result, before outsourcing, DJAG did not fully understand user needs and expectations,
or the range and complexity of the existing systems and processes in place. It was therefore
ill-prepared to inform the former attorney-general of the risks and benefits associated with
outsourcing the services.

Preliminary evaluation and business case

DJAG did not do an adequate preliminary evaluation and did not develop a business case to
inform decisions about the provision of court recording and transcription services. It did:

= compile a list of potential service providers
= visit the Auscript office in Brisbane around April 2012

* meet the registrar of the Federal Court of Australia and also speak with
representatives of other court jurisdictions in Australia and New Zealand

= estimate the annual savings of outsourcing to be $6 million
* make a recommendation to the former attorney-general.

DJAG did not present its estimated cost savings for the outsourced arrangement in a
business case, but reported its savings target in its submission to the CBRC sub-committee.
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DJAG identified it would still require an internal support team under outsourcing, known as
the Transcription Coordination Team (TCT). The team's role was to facilitate the new model
after 1 March 2013, and to respond to transcript requests for court proceedings that
pre-dated the new contractual arrangement. It factored these staff costs into the final
costings when determining the estimated annual cost savings.

DJAG's cost savings estimate was a rough calculation that recognised average annual
employee costs for State Recording Bureau (SRB) staff as a saving, or cost no longer
incurred under outsourcing. DJAG reduced these savings by the estimated annual costs for
TCT and contractor payments to provide court recording and transcription services.

Figure 2A details DJAG's estimate of cost savings under an outsourced arrangement.

Figure 2A
DJAG's estimated cost savings to outsource reported to CBRC

2012-13 2013-14 2014-15 2015-16

$ mil. $ mil. $ mil. $ mil.
SRB Employee expenses 12.0 12.0 12.0 12.0
Reduced by:
Supplies and services 5.6 5.6 5.6 5.6
(contract payments)
Transcript Coordination 04 04 0.4 04
Team
Estimated savings 6.0 6.0 6.0 6.0

Source: DIAG

DJAG represented that outsourcing would deliver the same savings in 2012—-13 as the
following years, despite knowing that the services would continue to be provided under the
SRB model for the majority of that year—implementation of outsourcing was planned to
begin in February or March 2013.

DJAG based its savings estimate of up to $6 million on the recording and transcription
services provided by SRB and paid out of SRB’s budget allocation. These estimates did not
include the portion of recording services carried out by staff within the Magistrates Courts
and QCAT as these costs are still incurred under the outsourced arrangement. They also did
not factor into the contract payment the transcript costs for QCAT, which DJAG now incurs.
These costs are included in the $8 to $9 million per year paid by DJAG to Auscript.

DJAG also reported in its cabinet submission that outsourcing would avoid the need to
replace the aging Dalet digital recording system. DJAG estimated it would cost around
$3 million to replace Dalet.

DJAG's preliminary evaluation and business case development was inadequate because it
did not do:

» a detailed cost analysis
» an analysis of the market and its ability to meet service requirements in Queensland

» adetailed assessment of service delivery models operating in other jurisdictions to
identify the differing operating models and their strengths, weaknesses and costs

= an options analysis to compare options, benchmark them against the existing
service delivery provided by SRB and assess value for money

= arisk analysis or risk management strategy.

Report 9: 2015-16 | Queensland Audit Office



Provision of court recording and transcription services
Outsourcing process

This meant that DJAG did not fully understand the size, nature and capabilities of the market
or the strength, weaknesses and risks of options available to it before the decision to
outsource these services.

Options analysis

DJAG did not undertake a robust options analysis. A robust options analysis should include
a comparison of the strengths and weaknesses of a range of alternative service delivery
models. For example, for the delivery of court recording and transcription services the
options DJAG could have included are:

= retaining the current SRB service delivery model (status quo)

= retaining the current SRB service delivery model, but removing the 50 per cent
transcription cost subsidy

» retaining some elements of service delivery in-house and outsourcing others—e.g.
retaining recording and distribution services in-house and outsourcing transcription
services

= outsourcing all elements of recording, transcriptions and distribution.

The options for outsourcing should also include an assessment of the strengths and
weaknesses of contracting a single provider compared with engaging a panel (multiple) of
providers.

The only option DJAG provided to the former attorney-general was a recommendation to:
= establish an interim panel of service providers from 1 January 2013
= fully transition to a single external provider by 1 July 2013.

DJAG did not provide the former attorney-general with detailed information to support these
recommendations. For example, it provided no comparison of this option with alternatives,
and no risk assessment or detailed costings.

Estimated timeframe required to outsource

DJAG initially estimated that it would require 52 to 56 weeks to conduct a rigorous and
successful procurement process. This was based on the high risk and scale of the
outsourcing and was a worst-case estimate. Despite this, DJAG recommended a 39-week
procurement process to the former attorney-general.

The former attorney-general decided to transition directly to a single external service
provider by the end of February 2013—approximately 26 weeks.

Despite the shorter timeframe presenting challenges, DJAG did not document concerns with
being able to meet this timeframe. It was not listed as a risk in its significant procurement
plan. DJAG did not express to the former attorney-general any concerns about either the
decision to seek a sole provider model or the timeframes chosen for the procurement.

Figure 2B
Comparison between estimated and approved timeframe to outsource

Date agreed to transition to outsourced model DJAG’s initial estimate

39 weeks 52-56 weeks

DJAG’s recommended timeframe

Source: Queensland Audit Office

Report 9: 2015-16 | Queensland Audit Office



Provision of court recording and transcription services
Outsourcing process

Procurement process

The procurement process commenced in August 2012. The process lasted until
22 February 2013 when DJAG awarded the contract to Auscript Australasia Pty Ltd
(Auscript). Figure 2C shows a timeline of the procurement process.

Figure 2C
DJAG procurement process for court recording and transcription services

Source: Queensland Audit Office

The state procurement policy required agencies to prepare significant procurement plans for
projects that were high expenditure and/or presented a high degree of business risk.

DJAG established a panel to conduct the procurement and engaged a probity advisor. The
panel provided progress updates to key stakeholders throughout the process, including the
Queensland Courts Service Board. The Board's minutes show that it discussed the updates
but it did not provide governance oversight to the procurement process.

Procurement planning

The procurement process undertaken by DJAG did not comply fully with the government's
state procurement policy. It was not well planned or executed by DJAG, meaning the
department cannot reliably demonstrate the best value for money outcome was achieved.

DJAG developed significant procurement and evaluation plans as required under the state
procurement policy. The plans established the target date of March 2013 to implement
outsourced court recording and transcription services. The significant procurement plan
contained the minimum elements.

Key components of the plan lacked important detail such as:

= procurement objectives—No objectives were identified, only the services to be
outsourced

= evaluation of potential supply strategies—Alternative supply strategies were not
evaluated before selecting the preferred strategy

» market and risk analyses—The risk assessment did not identify risks such as failure
to gain suitable market interest, transition risk, or risks to probity.
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Understanding service needs

DJAG failed to understand user needs and expectations before the decision to outsource. It
did not remedy this situation during the procurement planning process and so failed to
sufficiently understand its own service needs and the impact of proposed changes on users
of the services being outsourced.

The significant procurement plan identified at a high level the services sought from the
procurement. It specified that:

The services provided by the contractor must be consistent regardless of
location, including all courtrooms, hearing rooms and circuit locations
(depending on solution provided).

Transitioning to an outsourced model represented a significant shift from the court operating
model that was in place under the SRB. While SRB aimed to provide a consistent service, in
reality it provided services that differed across court jurisdictions. DJAG underestimated the
significance of this change and failed to:

= adequately engage the users of these services to understand their needs and
expectations

= catalogue and map the varied services that were being provided and were expected
by the judiciary

= identify and map which services would continue, change or cease under an
outsourced service delivery model

* manage expectations and communicate the proposed changes.

Market soundings

Understanding and engaging effectively with the market creates the pre-conditions for fully
informed competitive bidding, which in turn drives value for money.

During September 2012, DJAG scheduled individual 'market sounding' meetings with eight
businesses from around the country interested in providing court recording and transcription
services. Vendors responded to a set of questions DJAG had pre-determined. Anomalies
and inconsistencies characterised these meetings:

= One business withdrew at short notice from attending its scheduled session citing
that it was concerned about the probity of the process.

= DJAG staff made notes and recordings of the meetings but, due to a technical fault,
the recording of the meeting with Auscript failed.

= DJAG allowed only limited opportunity for company representatives to ask questions
about the procurement process and delivery of court recording and transcription
services in Queensland, to avoid one vendor having an unfair advantage over
another. Feedback from vendors instead indicates that this limitation resulted in a
lack of clarity and understanding of what DJAG wanted. It also meant that DJAG did
not get sufficient information about market capabilities.

= The parties advised, and recordings of the meetings indicate, that no opportunity
was provided to companies to give an open presentation on their business and its
capabilities.
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Significant procurement plan

While the primary consideration in the outsourcing was to deliver costs savings, it also
provided the opportunity to achieve secondary benefits. DJAG stated in its significant
procurement plan that the procurement:

..will achieve savings and improve the reliability of service delivery
performance through predetermined standards that will be identified in
the agreement.

This conclusion was not supported by a cost-benefit assessment.

The significant procurement plan identified an anticipated contract term of six years with two
extension options of two years each. The procurement plan contains an estimated contract
cost of approximately $8 million per year.

DJAG could not demonstrate how this estimate was determined. No detailed cost analysis
was undertaken and the figure is inconsistent with the calculation of $6 million annual
savings, which assumes $5.6 million in annual contract payments.

Going to market

The invitation to offer (ITO) documentation issued by DJAG on 22 November 2012 was
followed by an industry briefing on 29 November 2012.

DJAG provided the estimated audio hours and transcript volumes for 2010 and 2011 across
jurisdictions in the ITO which was issued to the market to assist participants with pricing.
DJAG sourced tender documents from Western Australia and the federal courts to guide the
development of the ITO. However, the level of detail in the ITO was insufficient. Interested
businesses reported that they did not adequately understand the service delivery
requirements and risks to provide a competitive bid. For example, market participants were
concerned that the ITO failed to include extensive details on infrastructure requirements and
site configuration, limiting the ability to submit an informed bid.

Other common complaints raised in the market, included:
» insufficient time to respond to the ITO
= short and non-negotiable timeframe to commence services
= significant upfront capital investment
» limited information on individual courts and geographic location.

DJAG advised it acted on procurement advice only to tell the market what product it wanted,
rather than how it wanted the product delivered in a move to encourage innovation.

This procurement approach can be effective if executed appropriately. An approach like this
usually involves further stages of co-design where the department and the vendor get
together to design the potential operating model and contracting arrangements. This
exercise would normally be undertaken with a shortlist of suitable candidates to keep
competitive tension alive and drive towards an optimal service delivery model at a
competitive contract price.

The shortened procurement process along with the limited information provided to the
market resulted in little interest from market participants. DJAG received two offers—only
one of which met all tender requirements.
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The apparent market depth compared to the one compliant response to the ITO should have
been a clear signal to DJAG that there was a problem with the procurement process. DJAG
was aware at this stage of market participants' concerns about the lack of detail provided on
which they could submit a fully informed competitive bid. However, it did not consider
extending the procurement timeframe to overcome these concerns and achieve greater
market participation. This is because the broader imperative to realise budget savings by
reducing DJAG staff and making redundancy payments by 30 June 2013 drove the
procurement timeframe.

The time constraint and confirmation of staff redundancies meant DJAG did not investigate
market concerns or preferred service delivery models. DJAG did not approach the former
attorney-general to request more time to revisit the ITO and attempt to increase the market
response.
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3. Developing and managing the contract

In brief

Contracts lay the foundations for managing outsourced services. It is critical that agencies entering
into outsourced arrangements consider what they need in the contract to help them effectively
manage the risks and performance of the outsourced arrangements.

Conclusions

Department of Justice and Attorney-General (DJAG) developed a poor contract, which it is now
struggling to manage. The contract lacks clarity, does not adequately reflect service requirements
and user needs. As a result parties are working outside the contract. Deficiencies in the contract
expose both parties to additional costs and risks. DJAG is incurring unforeseen costs for services it
intended to outsource and Auscript is reliant on volume-based pricing to recover its significant
upfront capital investment.

The contract does not facilitate effective performance management of the outsourced arrangements
through mutually agreed key performance indicators, penalties and incentives. This has put a strain
on the effectiveness of the relationship between DJAG and Auscript and led to a failure to resolve
ongoing issues.

Findings
= DJAG negotiated the contract poorly. As a result, the contract:

- lacks incentives and penalties to drive performance

- is not clear on responsibilities, services, and definition of service quality
- is not outcomes-based, reflecting quality and performance

- does not adequately reflect user needs

= The contract does not reflect current operating arrangements. Consequently, the parties
are working outside the contract

= DJAG has unintentionally retained responsibility for services it intended to outsource,
adding unintended costs. For example, it has retained responsibility for distributing free
transcripts

= DJAG has no reasonable way of assessing how the outsourced court recording and
transcription services compare with those provided by SRB

= DJAG and Auscript are not meeting formal reporting requirements under the contract

= DJAG unsuccessfully exercised its contractual right to audit Auscript's performance,
despite having the ability to do so under the contract. It relies on data provided by Auscript
without verifying it. This makes it impossible to make an informed assessment of the
accuracy of this information

= DJAG and Auscript are not working together effectively to resolve contract and service
delivery issues. More than two and a half years into the contract, they still do not agree on
fundamental operating principles, responsibilities and quality measures

= The pricing structure in the contract includes a component for Auscript to recover its
upfront costs. The pricing structure has no in-built mechanism to remove this pricing
component once fully recovered. If volumes are lower than anticipated, Auscript bears the
risk of not recovering its capital investment.
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Introduction

The underlying contract forms the basis of any outsourced arrangement. Framing a contract
with clear objectives that align with the agency's intended outcomes can effectively drive the
performance of the contractor and reduce the level of risk.

DJAG manages Auscript Australasia Pty Ltd's (Auscript's) performance in providing court
recording and transcription services according to the contract established between the state
and Auscript on 22 February 2013 (the contract).

We expected this contract to:
= articulate desired outputs
= clearly outline roles and responsibilities
= specify when outputs are to be delivered
= specify contract performance expectations
= establish dispute resolution processes.

According to the contract, DJAG measures Auscript's performance against three key
performance indicators (KPls)—recording, transcriptions and reporting. DJAG assesses
transcriptions against accuracy and timeliness. The KPIs for recording and transcriptions
have a target and a minimum standard to measure service performance under the contract.
The target represents the preferred level of performance, whereas the minimum standard
represents the lowest level of performance DJAG is willing to accept. The purpose of having
two measures is to encourage the continuous improvement of services.

Figure 3A shows the KPls in the contract and the targets.
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KPI

Recordings

Transcriptions

= Accuracy

= Delivery

Reporting

=  Monthly

= Quarterly

=  Annual

Provision of court recording and transcription services

Figure 3A

Developing and managing the contract

KPIs used to measure service delivery

Target

100 per cent

One error in every single spaced
page of transcript

98 per cent or transcripts delivered in
accordance with requirements

100 per cent of monthly reports
submitted within two business days of
month end

100 per cent of quarterly reports
submitted within two business days of
end of quarter

100 per cent of annual reports
submitted in March within two
business days of the first of March

Source: Queensland Audit Office

Minimum standard

Record 99.5 per cent of all
Proceeding time ordered

The Contractor shall not produce
transcript that has, on average, more
than one error in every single spaced
page of transcript.

Delivery of transcripts must not fall
below 95 per cent as per identified
delivery requirements in Section 3.9
of the contract.

100 per cent of monthly reports
submitted within five business days of
month end

100 per cent of quarterly reports
submitted within five business days of
end of quarter

100 per cent of annual reports
submitted in March within five
business days of the first of March

This chapter explores the development of the contract to determine whether DJAG
adequately designed it to support governance of the outsourced arrangements including
managing risks and driving performance.

We examine the outcomes of outsourcing and performance against the contract KPIs in

Chapter 4.

Conclusions

DJAG poorly developed and negotiated the outsourced contract that is now not 'fit for
purpose.' They are failing to manage it effectively. Deficiencies in DJAG's procurement
process and contract development phase continue to have ongoing effects for contract

management.

Poor processes led to the contract being developed without adequate consideration or
understanding of service requirements and user needs. As a result, the contract lacks clarity,
exposes the department to unnecessary risk, does not adequately reflect service
requirements and user needs. It is a source of contention between DJAG and the contractor.

This has had a lasting detrimental impact on service delivery. It has also impacted DJAG's
ability to effectively manage the contract and its working relationship with Auscript.

These impacts are evident by the user concerns and the number and type of unresolved
contract and operating issues that remain more than two and a half years into the contract.
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Developing the contract

The contract between DJAG and Auscript incorporates the ITO, addendums to the ITO, and
extensive correspondence between DJAG and Auscript that includes Auscript's tender
response. The contract and related attachments have not been consolidated into one
document.

The contract includes a scope, key performance indicators (KPIs) and contractual obligations
but these lack detail, unnecessarily leaving key elements of the contract open to
interpretation.

DJAG's contract to outsource court services was poorly developed due to its:
= failure to incorporate incentives and penalties to drive performance
= lack of clarity for service deliverables, expected quality and role responsibilities

= failure to include objectives and service deliverables that reflect user needs and
expectations

» limited focus on quality and performance.

DJAG failed to establish clear terms and conditions by not incorporating these key elements.
The parties' interpretations differ on the contract's key clauses and requirements. This has
led to the parties working outside of the contract.

Issues arising from a lack of contract clarity
Incentives, penalties and termination

The ITO previously proposed a performance measurement regime that awarded and
deducted performance points, depending on the contractor's performance against the KPls.
For example, DJAG would deduct two points for every page of transcript where the
contractor exceeded the KPI of one error per page. If the contractor achieved the KPI, DJAG
proposed to award 10 points. This was removed during contract negotiations. Under the
original ITO, performance points were intended to determine if the contract would be
extended. Without these, there is no incentive for continuous improvement or penalty for
poor performance.

Auscript asserted to us that they are 'penalised' for performance when they deliver late
transcripts as they receive a lower fee (e.g. the 10-day turnaround price, which is less than a
five-day turnaround price). However, it is questionable whether receiving a fee
commensurate with the services delivered is the same as being penalised in the true
contract performance management sense.

The contract contains termination clauses. Should the need ever arise, DJAG's ability to use
the termination provisions is limited as it would need to find an alternative provider for 81
courthouse locations across the state or perform the service in-house.

Business rules for delivering services

The lack of clarity regarding service deliverables, roles and responsibilities has resulted in
continuous changes to the business rules for service delivery.

Under the ITO Auscript is required to provide monitoring and recording services in all
Queensland courts and tribunals, unless DJAG instructs otherwise. This forms part of the
contract. Using standing orders in the ITO, DJAG specifies how Auscript should prepare and
deliver transcripts, and which party should pay in each circumstance. Determining factors
include the party requesting the transcript, and in which jurisdiction the case was heard.

DJAG developed a document separate to the ITO with more detail to assist with determining
who pays. This document has undergone many changes to provide greater clarity and reflect
changes in business processes. This has resulted in DJAG issuing multiple versions since
the commencement of the contract.
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DJAG provided version one of this document to Auscript on 25 March 2013. Version three
was presented on 22 April 2013, the same day that Auscript commenced provision of
services. In total, DJAG has issued 13 versions of the document. Some of DJAG's changes
to the rules have resulted in changes to how Auscript provides its services, and its internal
business process.

Scope of court recording requirements

The recording of out-of-court sessions is another example of DJAG not clearly specifying its
service requirements in the contract.

There are two audio feeds, a backup and a primary feed. DJAG did not specify in the
contract for Auscript to exclude recording out-of-court sessions via the primary feed.
However, DJAG advised that its understanding was that the primary audio feed would start
and stop when court proceedings had commenced and finished, as was done under SRB.

Instead, Auscript keeps the primary audio feed running, recording periods outside of court
proceedings. This means that conversations held between proceedings are recorded. This is
allowable under the contract, but demonstrates an example of DJAG not clearly specifying in
the contract its desired service requirement.

Auscript only invoices DJAG for the time that courts are in session and removes out-of-court
session segments from audio recordings requested by DJAG and other parties.

This practice exposes DJAG to the risk that out-of-court session recordings could be made
public. There may also be an increase in future costs to store additional data or strip portions
from requested recordings when audio files are returned at the end of the contract.

Scope of transcript distribution services

DJAG has taken back services that it had intended to outsource, exposing it to more risk and
cost than it anticipated.

While DJAG intended delivery of all types of transcripts to be outsourced, it failed to specify
this in the ITO. It used a Western Australian ITO document for outsourcing court recording
and transcription services as a basis for preparing its own ITO, but failed to remove all
unwanted clauses. For example, DJAG meant to outsource the distribution of free
transcripts, the majority of these relating to criminal matters. Instead, clause 3.9.4.4 of the
ITO outlined that the customer (DJAG) was responsible for free transcript distribution.
Despite this, Auscript delivered free transcripts outside the requirement of the contract for
around 12 months, before DJAG re-established in-house services to deliver free transcripts.
This increased DJAG's costs and resources beyond what it had anticipated.

DJAG took back distribution of free transcripts because:
= it was required to under the contract

= Auscript was not prepared to continue exposing itself to risk by acting outside the
requirements of the contract—particularly for such a high-risk service.

Capital and transition costs

Both parties incurred capital and transition costs at the commencement of the contract.
Auscript covered the cost of installing its system and related infrastructure in court locations
across the state. It also incurred transition costs as it undertook extensive consultation
across the state about the changes. DJAG spent $0.8 million to upgrade infrastructure to be
compatible with Auscript's systems. The government also spent over $6.8 million on staff
redundancies, excluding accrued long service and recreational leave entitlements.
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The contract price negotiated between DJAG and Auscript includes Auscript’s recovery of its
upfront capital investment and transition costs. These costs are recovered through recording
and transcript charges to DJAG and users. There is no mechanism built into the contract's
pricing structure to remove the recovery component of Auscript's capital investment once
fully recouped. This means that DJAG and court users will continue to pay the recovery
component after these costs have been fully recovered.

Auscript bears a risk of not recovering its upfront capital expenditure and ongoing
operational costs over the life of the contract if it receives insufficient orders for transcripts
and audio recordings. Under the contract, DJAG will not be able to recover the upfront
$0.8 million infrastructure costs it incurred.

A more transparent pricing structure would have been to unbundle the various components
of the fee. This would include an upfront payment upon the contractor successfully
transitioning-in, followed by a variable pricing structure aligned with volumes and the cost of
providing services. Such a model could better incorporate incentives, penalties and aid in
managing DJAG and contractor risks.

Managing the contract

DJAG developed a contract management plan that identified risks, roles and responsibilities,
deliverables and key objectives. However, the document focused more on the management
of the contract after its inception, than on the lead-up to its development. DJAG completed
the first draft of the plan on 9 May 2014, more than 12 months after signing the contract.

Weaknesses in the contract and its execution have contributed to poor contract
management. The main contributing factors are:

= KPIs are generic, failing to drive performance or measure stakeholder satisfaction.
DJAG did not establish a benchmark by assessing SRB performance before
outsourcing.

= DJAG has attempted but failed to action its right to access and check Auscript's
performance and billing information under the contract.

» DJAG and Auscript do not agree on issues such as distribution rules and quality
measures, and there is no joint commitment to resolve disagreements. 13 issues
requiring a contract variation remain unresolved (see Appendix C).

= DJAG has not finalised and agreed to the transition-out plan with Auscript, due to
being dissatisfied with the level of detail and clarity regarding transition-out
timeframes.

Establishing key performance indicators (KPI)

While KPls align with contract objectives, they are simplistic, because they do not:
= reflect the complexity of the services to be delivered
= measure stakeholder satisfaction.

KPIs relating to reporting are procedural and not indicative of contract risk or achievement of
objectives. DJAG and Auscript do not agree on fundamental aspects of the contract
including how the KPIs are to be measured, monitored and reported.

DJAG failed to establish performance benchmarks, even by way of market comparison.
Despite it reporting on the timeliness and quality of SRB in the past, performance measures
are not comparable to activities provided under the outsourced arrangement. This prevents
DJAG from definitively comparing the costs, timeliness and quality of Auscript and SRB
services. As a result, DJAG has no reasonable way of assessing how the outsourced court
recording and transcription services compare with those provided by SRB. They cannot
assess whether outsourcing is providing improved, comparable or inferior service.
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Existing KPIs do not account for the nuances of the suite of services provided, or for the
external factors that can affect the timeliness and accuracy of transcript delivery. The
recording KPI does not explicitly specify DJAG's expectation of how Auscript should monitor
and report on audio quality. DJAG has not undertaken any audio checks for quality, and this
limits DJAG's visibility and level of assurance it can gain that the quality of recordings is
adequate.

In the ITO, DJAG specified an objective to implement technology that focuses on
stakeholder satisfaction with recording and transcription services. Without KPIs to measure
stakeholder satisfaction, DJAG cannot effectively assess the success of the outsourced
arrangement.

The simplistic KPIs, lack of incentives and penalties, and disagreement in how to measure
performance limits DJAG's ability to adequately manage the outsourced relationship.

Verifying performance and billing data

DJAG has sought clarity around Auscript's billing processes. It conducts a manual internal
review over Auscript's fortnightly invoices as it identified instances of incorrect billing and
duplicate invoices. This led to DJAG receiving refunds and credits. The number of duplicate
invoices has decreased, however DJAG still report duplicate charges. These charges
especially relate to 'extracts' where a portion of an existing transcript that Auscript has
already invoiced is produced and invoiced again.

DJAG has not exercised its ability to audit Auscript's performance, provided to it under the
contract. This has meant DJAG has not independently verified Auscript's performance in the
time the contract has been in existence. This makes it impossible to make an informed
assessment over the accuracy of this information.

Over 12 months ago, DJAG undertook to engage an independent auditor to provide third
party compliance audit services. Instead, DJAG and Auscript agreed to postpone the audit
until issues with distribution were resolved. Since reaching a solution to the problem, DJAG
has not engaged a third party auditor.

Auscript has previously engaged an external auditor to audit its billing processes. It has not
shared the full report with DJAG.

Resolving contract and performance issues

DJAG has not managed the contractual relationship well. Although DJAG and Auscript meet
regularly, they are not working together effectively to identify, address and resolve key
issues, which affect service delivery.

There is still substantial disagreement between both parties on operating principles. As a
result, DJAG is committing substantially more resources and costs to managing the contract
and delivering distribution services than it had anticipated. These unforeseen costs by the
department have eroded the benefits of the outsourced arrangement.

Since the commencement of the contract, DJAG and Auscript have discussed the need for a
number of variations to the contract. These contract variations remain outstanding action
items.

Until 28 October 2015, DJAG and Auscript had been meeting monthly to resolve issues.
Auscript will withdraw from meeting with DJAG monthly. In 2016, it intends to revert to

quarterly meetings as required under the contract, citing the amount of time and lack of
progress on resolving issues. There is a listing of key unresolved issues in Appendix C.

Transition-out plan

An example of a critical unresolved contract requirement is the development and agreement
of the transition-out plan.
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Auscript is responsible under the contract to prepare a transition-out plan for DJAG's
approval by 28 February 2014. The purpose of the transition-out plan is to ensure a
seamless transition at the end of the contract. This is particularly important because Auscript
owns the technology and some of the equipment used in Queensland courts.

Auscript did present DJAG with a transition-out plan, almost a year late on

13 February 2015. However, DJAG was not satisfied with its level of detail—stating it had
substantially less detail than the transition-in plan. It again requested further clarity,
particularly about indicative transition-out timeframes.

Auscript provided DJAG with an updated transition-out plan on 14 October 2015. DJAG is
currently assessing the plan.

Reporting performance
Auscript provides monthly statistical data to DJAG.

DJAG and Auscript have performed poorly in meeting their formal reporting requirements
under the contract. This is because:

=  While Auscript has submitted all monthly reports to DJAG since January 2014, it has
only met the target or minimum standard for monthly reporting on seven occasions

= Auscript has only supplied three quarterly reports since the contract took effect for
the quarters ending March 2015, June 2015 and September 2015. Only September
met the minimum reporting requirements under the contract. The contract requires
Auscript to provide a quarterly report at review meetings with DJAG's project
manager. DJAG has not scheduled any quarterly review meetings with Auscript

= DJAG has only conducted one bi-annual performance review with Auscript—two and
a half years after the contract started

= Auscript has not delivered an annual report.
Reporting user satisfaction

In addition, reporting of user satisfaction was not a requirement of the contract, restricting
DJAG's ability to gain an understanding for users' experiences under the outsourced model.

Auscript collects and records the details of client complaints in its Corrective and
Preventative Action (CAPA) system. This system tracks and reports all complaints. As at
31 May 2015, Auscript reported 2 545 complaints since April 2013, relating to a total
population of 51 894 transcripts. This represents five per cent of total delivered transcripts,
but the system is reliant on users raising their complaints with Auscript. Some users have
previously expressed that workload and time pressures may restrict them from reporting
issues.

Auscript also collects feedback from end users through its client feedback process. Client
satisfaction surveys have five questions covering three areas:

= the quality and timeliness of transcripts
= on-line ordering process
= overall satisfaction level.

Auscript sends surveys to its clients in each of the jurisdictions in which it operates. It sends
the survey to parties to proceedings such as lawyers but does not include DJAG, the
judiciary or court staff. The survey report summarises the aggregated feedback from all
respondents and does not distinguish between the different jurisdictions. This makes it
impossible to determine feedback for its performance in Queensland.
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4. Outsourcing outcomes

In brief

The outsourcing of court recording and transcription services was intended primarily to deliver the
Department of Justice and Attorney-General (DJAG) cost savings. A secondary benefit was to
address quality and timeliness issues raised by the courts. DJAG and Auscript Australasia Pty Ltd
(Auscript) agreed to performance measures and targets in the contract aimed at ensuring
achievement of intended benefits.

Conclusions

DJAG’s outsourcing of court recording and transcription services has delivered savings to DJAG,
but not necessarily the intended quality and timeliness benefits. Although outsourcing has
reportedly improved the recording of court proceedings, DJAG does not verify the recording results.
DJAG's direct cost savings are just over half of what it estimated they would be. Timeliness and
quality of transcripts continues to be a concern—often not meeting contracted targets.

Court users are feeling the effect of these issues. These issues are a direct consequence of
DJAG's focus on achieving cost savings for the state without genuine consideration of the cost to
users and impact on the accessibility of justice.

Findings

= DJAG's average annual savings under outsourcing are approximately $3.4 million. This
represents more than half of the up to $6 million in annual savings that DJAG advised the
Cabinet Budget Review Committee could be achieved by moving to an outsourced
arrangement.

= The state has now moved beyond break-even point with the outsourcing model — that is,
the cumulative savings now exceed the costs incurred by the state to transition to the new
model, including staff redundancy and infrastructure set up costs.

= Auscript report 99.99 per cent of required court proceedings have been recorded over the
term of the contract so far. DJAG do not verify this.

= Some users still raise concerns about services not meeting their needs. This is the result
of unresolved pre-existing issues; DJAG not establishing user needs and expectations
from the outset; and partly because Auscript is not meeting some contract service targets
in accuracy, time delivery and reporting.

= DJAG and Auscript disagree on how to assess transcript errors. DJAG's sample testing of
transcripts between April 2014 and August 2015 found that more transcripts failed to meet
the contract's minimum standard for accuracy than met it. December 2014 was the only
exception.

= The outsourced model has shifted some of the costs associated with producing recording
and transcription services to users. Combined with removal of subsidies under the SRB
model this has contributed at a 119 per cent increase in user costs for civil and Magistrates
Court transcripts.

= Users of Queensland Courts pay more and wait longer for comparable transcripts than
users of the Federal Court of Australia.
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Introduction

The government outsourced court recording and transcription services mainly to deliver cost
savings to the state. It also hoped it would help address ageing technology and, to a lesser
extent, quality and timeliness issues raised by the courts over a number of years. The
ultimate measure of success of the Department of Justice and Attorney-General's (DJAG)
outsourcing of these services is the realisation of cost savings while maintaining at least a
comparable level of service in terms of timeliness and quality.

This chapter examines whether the outcomes of the outsourced arrangements are
consistent with DJAG's stated objectives. Specifically, it addresses the questions about
whether the outsourced arrangements are:

= more cost effective—Have the costs to deliver recording and transcription services
reduced?

» being delivered effectively—Are court proceedings being recorded and are
transcripts delivered on time to an acceptable quality standard?

= accessible to users of the court system.

Conclusions

To date, DJAG’s outsourcing of court recording and transcription services has provided
required services to the courts and delivered some cost savings but not to the full estimated
potential. This combined with the effects to users brings into question the overall value for
money of the single provider outsourced model DJAG has implemented.

To this end, outsourcing has been a success, as cost savings have been achieved—albeit
not to the extent estimated. Whether the procurement represents overall value for money in
terms of cost, quality and timeliness is however questionable.

DJAG's $3.4 million average annual direct cost savings under the outsourced service
delivery is more than half of the initial estimate—of up to $6 million. However, the cost
savings are expected to decrease by a further $200 thousand with the increase in DJAG
staff to manage the contract.

DJAG's savings have come at a cost to some users. Timeliness and quality of transcripts is a
concern with the outsourced model regularly failing to provide transcripts that meet
contracted accuracy and delivery targets. In addition, users in the civil court jurisdiction pay a
higher cost for slower service than users in the Federal Court of Australia. For example,
Queensland court users ordering a transcript with a 10-day delivery period pay eleven cents
more per folio (100 words) than a federal court transcript delivered in five days.

Court users feel the effect of these issues and continue to express dissatisfaction with quality
and timeliness two and a half years into the contract. These issues are a direct consequence
of DJAG's focus on achieving cost savings for the state without genuine consideration of the
cost to users and impact on the accessibility of justice.

Cost effective

DJAG estimated outsourcing would equate to savings of up to $6 million per year. It based
this estimate on avoided operating costs but failed to consider the negative impact on the
department's own source revenue and capital expenditure.

Summary of cost savings

The average operational expenses under SRB compared to the average under outsourcing,
indicate an approximate saving of $3.4 million annually. This represents just over half of the
up to $6 million in annual operational savings that DJAG advised the Cabinet Budget Review
Committee it could achieve by moving to an outsourced arrangement.
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Auscript's ITO response reported that it could achieve direct savings for DJAG of
$7-%9 million in year one, dependent on the volume of recording and transcript requests.
Actual annual savings has also fallen short of this estimate.

Figure 4A shows a comparison between the average expenses incurred under SRB, and the
outsourced arrangement with Auscript. The average expenses under SRB include SRB and

relevant Court Technology Group labour costs, court recording and transcription technology

costs, including maintenance, depreciation and amortisation.

The average $9.7 million per annum cost to deliver court recording and transcription services
under Auscript compared to SRB's annual average costs of $13.1 million, results in an
annual operating direct cost saving of $3.4 million per annum.

Figure 4A
Comparison of expenses incurred under SRB and Auscript

Annual expenses under outsourcing ($)

Avgunder  2012-13* 2013-14 2014-15  Avg since Avg annual

SRB ($) ; ; ; outsourcing operational
2006-07 to il Sl Sl 2013-14to  savings under
2011-12 2014-15 outsourcing

$ mil. $ mil. $ mil.

Total expenses 131 12.2 101 9.3 9.7 3.4

Note: SRB delivered services for the majority of 2012—-13, with Auscript commencing delivery of the outsourced
services from March 2013. For this reason, we excluded 2012—-13 expenditure from our calculation of the average
annual cost under both SRB and outsourcing.

Source: Queensland Audit Office from DJAG financial information

Expenses reported since outsourcing include more than just payments made to Auscript.
DJAG's costs include the creation of a dedicated Transcript Coordination Team (TCT) of 9.6
Full Time Employment (FTE) staff to manage the contract and conduct manual, time
consuming reviews over billing and KPlIs.

Auscript contract payments

The amount DJAG pays Auscript under the contract depends on the number of proceedings
recorded and transcripts ordered. Auscript is paid per 15 minutes of recording and on a

per folio (100 words) basis for transcripts, not on a fixed annual fee. Generally, one page of
transcript is equivalent to three folios (300 words). The rates per folio that Auscript charges
DJAG are lower than its rates for parties to proceedings who are not entitled to DJAG funded
transcripts—such as lawyers and the public. The rates charged to DJAG are subject to an
annual CPI review.

Figure 4B shows the payments made by DJAG to Auscript since the commencement of the
contract. In 2013-14 the payment exceeded the annual estimate that Auscript included in its
response to the ITO—$7.5 million to $8.5 million. This is to be expected as payments
depend on the number of recordings, transcript and CD volumes ordered. Auscript charged
DJAG less in 2014—15 due to a decrease in transcript volumes and recording hours ordered
in that year. This was somewhat offset by a significant increase in CDs ordered.

Figure 4B
Auscript charges to DJAG

2012-13* 2013-14 2014-15

$ mil. $ mil. $ mil.

Auscript charges 1.0 8.9 8.0 17.9

Notes: *Payment in 2012—-13 was not for a full financial year as the contract was awarded to Auscript in
February 2013.
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Source: Queensland Audit Office from DJAG data

The above payments only reflect payments from DJAG to Auscript for recordings and
transcripts ordered through the courts, and paid on behalf of parties entitled to a free
transcript. They do not include payments by other users, lawyers and the public for
transcripts and CDs.

Cumulative savings

DJAG estimated a flat $6 million annual savings each year between 2013-2014 and
2015-16—totalling $18 million. It did not calculate estimated savings for the life of the
contract and did not consider transition costs, including staff redundancy and infrastructure
set up costs.

In its response to the ITO, Auscript estimated:

...direct savings to the customer of between $7-39 million in Year 1 and
$9-$10 million by Year 10, bringing a total of over $90 million of savings
to the Customer.

After considering the transition costs, including staff redundancy and infrastructure set up
costs with the $3.4 million annual savings, we estimate the state reached the break-even
point about two years and three months into the contract. The cumulative savings over the
term of the contract will fall well short of DJAG's and Auscript's savings estimates. Figure 4C
shows the estimated cumulative direct cost savings over the life of the contract based on the
current average annual savings of $3.4 million per year.

Figure 4C
Estimated cumulative savings

14
12
10

0 .

-6

S million
N S (o)} [o¢]

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Source: Queensland Audit Office from DJAG data

Nevertheless, the state is now in a position where it should start to realise savings from
outsourcing. Assuming the current level of savings continue, it could stand to reap around
$12.8 million in direct cost savings over the life of the contract—2019, or up to $19.6 million if
both the contract's two-year extension options are exercised.

By outsourcing, DJAG has avoided the capital costs of replacing its aging Dalet recording
system. While the upfront payment of this cost was avoided, the contract price paid by DJAG
includes a component to cover the cost of Auscript's capital investment.

Savings estimated from outsourcing are susceptible to unplanned cost increases and do not
include revenue forgone and CPI| adjustments.
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Transcript Coordination Team costs

DJAG expected TCT costs to be $400 000 per annum under the outsourced arrangements.
Instead, staff numbers increased beyond six full-time employees. Costs for DJAG's TCT over
the last two years exceeded this estimate, increasing to around $700 000 in 2014-15.

Figure 4D shows the estimated and actual DJAG costs.

Figure 4D
DJAG's Transcript Coordination Team costs (TCT)

2013-14 2014-15
$ mil. $ mil.
TCT (DJAG's estimate) 0.4 0.4
TCT (Actual) 0.5 0.7
Variance ($) 0.1 0.3
Variance (%) 25% 75%

Source: Queensland Audit Office from DJAG data

DJAG expects that the 2015-16 figure will increase further by around $150 — $200 thousand,
with five more administration officers to commence in the short term to oversee the
transcription ordering process.

Impact on individual business units

While the overall cost of delivering recording and transcription services is less, the costs to
some courts have increased considerably under the outsourced model. The Queensland
Civil and Administrative Tribunal (QCAT), which is a separate business unit within DJAG, did
not directly pay for its recordings before the outsourcing arrangement. Now that it does,
annual costs have increased significantly from $53 515 in 2011-12 to $498 206 in 2014-15.

These costs are included in the overall contract payments noted above paid by DJAG to
Auscript. Therefore these individual business unit increases do not change the fact that
savings to the department overall have been realised.

Revenue foregone

DJAG did not factor in the loss of own-source revenue in its calculation of estimated annual
savings of $6 million. DJAG continues to derive some revenue from transcripts produced
before 1 April 2013, but this decreased substantially since outsourcing and will decline
further.

Figure 4E reports the average own-source revenue that DJAG has earned under the in-
house and outsourced models. Own-source revenue represents income derived by DJAG for
providing transcription support on a user pays basis to external agencies. The effects of
outsourcing on own-source revenue were not evident until 2013—-14, as court recording did
not fully transition to Auscript until 23 April 2013.
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Figure 4E
Own-source revenue earned under SRB and Auscript

Avg under Annual revenue and expenses under outsourcing ($)
SRB ($)
2006-07 to 2012-13* 201314 201415 Avg since
201112 $ mil. $ mil. $ mil. outsourcing
$ mil. 2013-14 to
2014-15
$ mil.
Own-source 0.6 1.3 0.9 0.3 0.5
revenue

Note: *SRB delivered services for the majority of 2012—13 with Auscript commencing delivering the outsourced
services from March 2013. For this reason, we excluded 2012—-13 expenditure from our calculation of the average
annual cost under both SRB and outsourcing

Source: Queensland Audit Office from DJAG financial information
When the loss of the average annual own-sourced revenue is included, the average annual
net cost savings to DJAG reduces by $528 870 per year, from $3.4 million to $2.9 million.

Timeliness

When a party requests a transcript, it is mandatory that Auscript deliver the transcript within
agreed timeframes (ranging from same day to 10 days) and in accordance with contract
distribution rules. This is important because parties to the proceeding, such as judges and
legal practitioners, rely on its timely delivery to assist in preparing for an upcoming court
case, for example a hearing, or an appeal.

Courts were reporting issues with SRB's timeliness in delivering transcripts from 2006-07.
While DJAG's focus was on cost savings, another stated benefit of outsourcing was
improvements in timeliness.

Over two and half years into the contract there are still concerns being expressed about the
timely distribution of transcription services. The cause of these concerns is a combination of:

= unresolved pre-existing issues
= DJAG not establishing user needs and expectations from the outset
= Auscript not meeting some contract service delivery targets.

Where a transcript is delivered later than required, the courts and users do necessarily know,
or care, why the delay has occurred—ijust that the transcript has been delivered late and it
has reduced their ability to prepare their cases.

Unresolved pre-existing issues

DJAG has failed to resolve some of the issues, which hampered SRB in providing timely
transcription services. These issues continue to affect the timeliness of the outsourced
model. For example, some transcripts require judges' revisions before being completed. In
the District Court, communication issues and delays in receiving revisions from some judges
in some cases inhibits the timely release of transcripts to parties. While DJAG cannot control
how long revisions take, DJAG’s attempts to bring this issue to the attention of the judiciary
has been ineffective in addressing delays. Case study 1 provides an example of the effect on
users of such delays.
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Case study 1

A prisoner received positive comments supporting their release on parole from a judge. The lawyer
representing the prisoner requested a copy of the transcript to support the prisoner's parole
application.

Auscript initially advised the lawyer that the transcript would be available within three days, but this
estimate extended to 10 days to allow time for the judge to review the transcript. The lawyer
contacted Auscript a further two—three weeks later, who advised that the transcript was not available
due to the judge being on circuit. The lawyer wrote to the judge's associate who advised that the
judge was unaware they needed to approve the transcript. The lawyer received the transcript within
48 hours of contacting the associate.

The untimely delivery of the transcript delayed the prisoner for over a month in submitting his
application for parole.

Meeting user needs

DJAG is responsible under the contract for the delivery of free transcripts, most of which are
in the criminal jurisdiction. The contract requires delivery of all same day transcripts of words
spoken to 4:30pm by 6.00 pm on the day of the proceedings. The Transcript Coordination
Team (TCT) within DJAG performs this function. In these cases, Auscript prepares the
transcript and provides it to TCT to distribute to users. This creates double handling of the
transcript and can result in delays.

The court and parties to proceedings require these transcripts shortly after the end of the
day's proceedings, by 6.00 pm. This is to allow them to read the transcript to prepare their
case for the next day of the proceedings.

TCT staff finish work at 6.00 pm. Any delay due to courts sitting late or in Auscript producing
the transcript means the court and relevant parties do not receive the transcript until the next
day. There is no data available to determine how frequently delays occur due to staff
finishing at 6.00 pm, and being unavailable to deliver transcripts. It is also not possible to
determine exactly how often TCT receives transcripts after the 6.00 pm cut-off.

Judges we interviewed detailed occasions where, due to late transcript delivery they had
delayed the start of a day's proceedings to allow the parties to read the transcript and
prepare their case.

Under the contract, DJAG is required to use reasonable endeavours to notify Auscript of
transcript requirements for proceedings by 5:00pm. DJAG and Auscript agreed to extend this
so parties did not need to place an order for same day transcripts until 9:00 am. The 9.00 am
cut-off is still too early and does not meet user needs. These restrictions limit accessibility to
transcripts, and can result in delays.

Meeting contract KPIs

DJAG assesses Auscript's performance in meeting the contract's transcript delivery KPI.
DJAG exclude late transcripts where they assess that the delay was outside of Auscript's
control, such as a delay in TCT providing a transcript. Auscript does not accept DJAG's
assessment of its timeliness and makes its own assessments. Auscript also excludes from
its analysis transcripts where it assesses the delay to be outside its control. Figure 4F shows
both DJAG's and Auscript's assessment of transcript timeliness for the period from July 2013
to August 2015.
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Figure 4F
DJAG and Auscript assessment of transcript delivery against KPI
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Source: Queensland Audit Office based on DJAG and Auscript assessments of data provided by
Auscript.

Auscript report that its performance for September and October met the transcript delivery

KPI target — 98.05 per cent and 98.62 per cent respectively. DJAG has not finalised its
assessments for these months.

Although DJAG and Auscript make their own assessments, both show a high level of

performance fluctuations. Both sets of data show that over time Auscript has not consistently
met the timeliness KPI.

Auscript's biggest drop in timeliness is from March to May 2015. Auscript reported to us that
the reason for this dip was due to an increase in demand for transcripts and staff issues
during this time. Our analysis of the folio numbers data does not support that increased
demand was a significant factor.

Figure 4G shows folio numbers returning to normal levels after the post seasonal lull in

December and January. The data suggests that folio numbers are not the main contributor to
the decline in timeliness during this period.
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Source: Queensland Audit Office based on DJAG and Auscript assessments of data provided by
Auscript.

Quality

As the official record of court proceedings, recordings are a fundamental tool in the
administration of justice. The courts and parties to proceedings rely on transcripts as an
accurate representation of the recording. They rely on transcripts, and to lesser extent
recordings, to prepare cases and make decisions.

Recording

Under the contract, Auscript is required to capture 99.5 per cent of proceeding time ordered.
Auscript report that it has recorded 99.99 per cent of required proceedings over the term of
the contract.

Recording of court proceedings can fail because of technical issues with either DUAG's
equipment or the recording equipment installed by Auscript, which plugs into DJAG's.
Determining where a fault lies can be a source of dispute.

DJAG does not verify the quality of recordings captured, or the recording of all required
proceedings. DJAG instead relies on Auscript or users to report any missed recordings or
recording quality issues. DJAG assumes no reported issues means all required proceedings
were recorded, and at a quality that allows for accurate and reliable transcription. The vast
majority of recorded proceedings are Magistrates Court matters and may not be listened to
or transcribed until a later time—possibly even years later.

Monitoring of recordings

One source of contention between DJAG and Auscript is the monitoring of recordings. While
there is a mandatory requirement under the contract that Auscript ensures the quality of its
audio recordings, the contract does not specify the manner in which, or how often,
monitoring should be undertaken.
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Under SRB, deposition clerks listened to recordings in real time and could rectify issues in a
timely manner. For example, they could request a witness to speak more clearly, or check
whether a microphone was on mute. SRB staff could also monitor proceedings remotely,
using a video stream and live audio. SRB staff could monitor up to four courtrooms at a time,
listening to each proceeding at least once every minute. The staff member contacted either
the judge’s associate in the courtroom where an issue was identified, or the in-house CTG
support team for performance or technical issues they experienced while monitoring a court.

Auscript monitors proceedings remotely from a centralised location. Its staff do not use a
video stream and do not always listen to the audio. Instead, they rely on four visual audio
waveforms, representing the volume for each of the four channels in a courtroom. One
Auscript staff member has visibility of multiple proceedings at any one time. This significantly
reduces the amount of time an officer can listen to a proceeding and consider the quality of
the recording. However, for all trial matters requiring a same day transcript, Auscript's
Annotation team listen to the audio in near real time.

While sound checks are performed in the morning, when a tone is played through a single
speaker in each courtroom, Auscript and DJAG have differing views on who is responsible
for sound quality, how sound quality should be monitored, and if the current sound check
processes are sufficient to measure sound quality.

Transcript accuracy

Accuracy is the primary measure of transcript quality under the contract. It states that
Auscript:

...Shall not produce Transcript that has, on average, more than one (1)
error in every single spaced page of Transcript.

DJAG chose this measure because of its ease of measurement and clarity, but instead it has
been a source of disagreement with Auscript. This is a simplistic way of measuring accuracy.

Previously, DJAG applied a weighting system for identifying errors when auditing SRB
transcripts for accuracy. The weighting system consisted of formulas that rated the
significance of errors depending on their nature. The ratings were a tally of the number of
errors against five categories: punctuation, mishearings/omissions, format and style,
incorrect speakers, spelling. For example, an error related to identifying a speaker incorrectly
would attract a higher error rate than an error that relates to a misspelt word. DJAG used the
aggregate of the errors tallied for each category to determine the overall rating.

Under the current contract with Auscript no weighting of errors is applied and therefore
accuracy results for SRB and Auscript are not comparable, making it impossible to
determine whether the outsourced model has delivered equivalent or greater accuracy.

The contract provides for DJAG to undertake performance checks of the contractor's
transcript accuracy. DJAG conducts monthly audits to ensure Auscript delivers transcripts
that comply with the DJAG style guide. DJAG established an audit methodology to guide
how it conducts monthly audits of Auscript transcripts. Although DJAG and Auscript have
discussed details of the audit process, there has been no formal agreement on the approach
undertaken. In spite of it being a KPI in the contract and the original ITO, Auscript still does
not agree with DJAG’s assessments being based on an average of one error per page.
DJAG performs quality checks by reviewing eight transcripts per month. It assesses six
pages of each transcript for errors and determines an error-per-page rate. It then reports the
number of reviewed transcripts that meet the KPI. Figure 4H shows the results of DJAG's
monthly assessments for transcript accuracy.
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Figure 4H
DJAG transcript accuracy assessment
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Note: DJAG reviews a sample of eight transcripts per month for accuracy based on the contract KPI of one error per
page. Auscript calculate accuracy using its own internal weighted criteria. DJAG did not perform these accuracy
reviews prior to April 2014. DJAG's accuracy assessments for July and August 2015 are interim results.

Source: Queensland Audit Office from Department of Justice and Attorney-General data.

Auscript undertakes its own quality checks. It reports a consistently high level of quality
based on its own quality reviews. Its assessments are directed at staff performance and
involve random selection of transcripts. Auscript weights the significance of each error to
determine an overall score for the accuracy of staff members and aggregates the scores to
achieve an overall accuracy rate for the month.

DJAG's assessment of quality does not correlate well with Auscript's assessment. Figure 4l
shows Auscript's assessment from January 2015 to September 2015.

Figure 4l
Auscript assessment of staff accuracy

Jan Feb Mar Apr May Jun Jul Aug Sep

2015 2015 2015 2015 2015 2015 2015 2015 2015

98.88%  99.06% 98.97%  98.79% 98.88% 99.11% 98.97%  99.02% 99.09%

Source: Auscript Australasia Pty Ltd
Accessible

In 2009, Robert McClelland, the Attorney-General of Australia wrote:

An effective justice system must be accessible in all its parts. Without
this, the system risks losing its relevance to, and the respect of, the
community it serves. Accessibility is about more than ease of access to
sandstone buildings or getting legal advice. It involves an appreciation
and understanding of the needs of those who require the assistance of
the legal system.
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Because of the reliance placed on them by users of the justice system (such as lawyers and
the public), court recordings and transcripts play a role in ensuring the justice system is
effective and accessible. For this reason, it is equally important that reliable transcripts of
court proceedings are themselves readily accessible to users of the court system. Cost and
timeliness of delivering court reporting and transcription services can affect accessibility and
equity of the justice system. This is particularly so under a user pays model, which shifts
these costs to users of the courts.

In assessing the potential cost savings for the state of outsourcing, DJAG did not fully
consider the effects of shifting these costs to court users. From the users perspective this
includes:

= paying higher prices for transcripts, which had previously been subsidised
= paying for hearings and decisions separately

= changes in practices around copying transcripts.

Cost of accessing justice

The savings to DJAG from outsourcing court recording and transcription services have come
at a cost to users.

Users of the court system, such as the public who order transcripts for civil and Magistrates
Court matters, pay Auscript directly. The cost of individual transcripts varies depending on
the number of folios (length of the transcript), delivery time required for the transcript and
number of people requesting transcripts.

After the contract was awarded, DJAG and Auscript hosted a number of workshops and
consultative sessions with registries, the judiciary and support staff to communicate the
changes with outsourcing. These sessions did not include lawyers and other representatives
of parties to court proceedings. These are the parties most affected by the transition to a
user pays service delivery model. The consultation therefore has not been fully effective in
preparing these users well for the change. They are still raising concerns about the costs of
accessing transcripts.

In line with principles of user pays, Auscript charges DJAG at a lower rate for transcripts per
folio (100 words) than it charges court users. Its rate for users is higher than what DJAG
pays, depending on considerations such as delivery timeframe.

DJAG did not consider the cost impact on users prior to or during outsourcing. Under the
outsourced model the price of transcripts for civil and Magistrates court matters have
increased, primarily through the removal of government subsidies. For example, we estimate
a 100 page transcript produced by SRB to be $516, with the 50 per cent subsidy that
applied, or $1 031 without the subsidy. Under the outsourced model we estimate the cost to
users to be $1 131, based on an average of three folios per page and using the lowest price
(10 day delivery) of $3.77 per folio. From a user perspective, this is a $615 (119 per cent)
increase per 100 pages of transcript. This is a conservative estimate based on the lowest
rate charged. The increase will be greater for users requiring shorter delivery times, which
attract a higher rate.

Such an increase may not necessarily be unexpected or unusual in transitioning from a
subsidised model to user pays. But it does necessitate robust consideration of impact on
users and heightens the need for effective consultation and education of users. Under the
new model, users must separately request a transcript of 'hearings' and 'decisions,’ incurring
individual charges.

Court users in Queensland pay higher rates compared with users of the Federal Court of
Australia, whose services are also outsourced to Auscript.

Auscript advised us that a number of differences between the two jurisdictions make up the
rates, including the:
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= original contractual rates negotiated
= structure of the two models

= upfront costs incurred by Auscript

= volumes of orders from users.

Since outsourcing the only increase in Auscript's folio rate for users of Queensland courts
has been due to CPI. Figure 4J compares the Auscript charges (excl GST) for transcripts per
folio (100 words) for parties to proceedings of Queensland Courts with its charges to parties
of proceedings in the Federal Court of Australia.

Figure 4J
Comparison of Auscript transcript folio pricing for Queensland courts and the Federal
Court of Australia
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Note: Days are business days. Prices per folio shown are for a single party order, lower rates apply when two
parties or three or more parties place an order. In both cases the rates applied for users of Queensland courts are
lower than for users of the Federal Court of Australia. For Queensland Courts, Auscript charges lower rates for
non-parties to proceedings.

Source: Queensland Audit Office from information accessed from Auscript website on 27/10/2015

Auscript does not offer progressive same day and 1.5-day orders for Queensland Court
transcripts. It does not offer one-day (24 hour) orders for Federal Court transcripts, however
its same day charges for Federal Court transcripts are lower than both same day and one-
day charges for Queensland court transcripts.

The different rates mean a lawyer operating in both the Queensland and Federal Court
jurisdictions will pay a higher fee for a transcript of a Queensland court proceeding than a
transcript of the same size in a Federal Court proceeding. These costs are ultimately passed
on to clients. It also means that Queensland Court users pay more and wait longer to access
transcripts. For example, Users of Queensland's civil courts ordering a transcript with a
10-day delivery period pay 13 cents more per folio (100 words) than a Federal Court
transcript delivered in five days.

Fee waivers
DJAG did not routinely capture or report fee waiver data under SRB.

Since outsourcing in March 2013, there have been 1 412 fee waiver requests, of which
DJAG approved 1 348 (95 per cent). DJAG takes 2.5 to three days on average to determine
applications for fee waivers. Figure 4K shows that over this period requests for fee waivers
have increased significantly. The reason for this increase in fee waiver requests is unclear
and DJAG has not investigated the reason.
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Figure 4K
Requests for fee waivers from March 2013 to September 2015
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Increased fee waiver requests and approvals adds cost to DJAG. Figure 4L shows DJAGs
costs of the approved fee waivers between March 2013 and September 2015. The costs can
vary considerably depending on the number of folios in individual transcripts.

Figure 4L
DJAG costs from approved fee waivers from March 2013 to September 2015
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Source: QAO from data supplied by DJAG.

From the commencement of outsourcing in March 2013 to September 2015, 1 348 approved
fee waivers cost DJAG approximately $1.2 million and it rejected around $36 000 worth of
fee waiver requests. DJAG never set a budget for fee waivers and therefore did not account
for this cost in the cost benefit analysis. The $1.2 million is included in the total contract
payments from DJAG to Auscript so it does not change the fact that the department
achieved an overall saving through outsourcing.
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Appendix A—Comments

In accordance with s.64 of the Auditor-General Act 2009, a copy of this report was provided
to the Attorney-General; the Director-General of the Department of Justice and
Attorney-General and; the CEO and Managing Director of Auscript Australasia Pty Ltd with a
request for comments.

A copy was also provided to the former attorney-general (now the Shadow Minister for
Police, Fire, Emergency Services and Corrective Services), as a person with a special
interest in the report, in accordance with s.64(3). All correspondence with the former
attorney-general is included in Appendix E.

Responsibility for the accuracy, fairness and balance of the comments rests with these
people.
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Response to recommendations

Department of Justice and Attorney-General, Provision of court rec ording and
transcription services (Report No. 9: 2015-16)
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Auditor-General response

It is therefore not correct to claim | considered this matter immaterial.
Procurement process
You state in your letter that:

Auscript was appointed after a very thorough and detailed tender process by the
former LNP Government. The Audit references this process.

| did not conclude that the procurement process was thorough or detailed. To the contrary
my conclusion of this process, detailed on page 20 of my report, was:

The Department of Justice and Attorney-General's (DJAG) procurement of
outsourced court recording and transcription services was rushed and poorly
executed in order to meet imposed timeframes.

| found that DJAG bypassed key processes, which meant it was not clear about what specific
services it was contracting and the manner in which they were to be provided. This resuited
in limited interest from market participants due to a lack of information and associated risks.

Recording of proceedings
You state in your letter that:

The Audit has found no evidence to dispute our assertion that 99.9 per cent of
court proceedings across the State have been successfully recorded since the
contract commenced.

While your statement is literally accurate, the audit also did not find evidence to support your
assertion. My report details, on page 45, that:

DJAG does not verify the quality of recordings captured, or the recording of all
required proceedings. DJAG instead relies on Auscript or users to report any
missed recordings or recording quality issues. DJAG assumes no reported issues
means all required proceedings were recorded, and at a quality that allows for
accurate and reliable transcription.

This means that DJAG relies on, and is making payments based on, Auscript’s ‘assertions’
that it is meeting this contractual performance indicator.

More concerning to me is your statement in the conclusion of your letter that my report
‘confirms that: ..... 99.9 per cent of court proceedings across the State have been
successfully recorded since the contract commenced;’

| want to be clear that | have made no such finding. The audit findings in respect of the
recording of proceedings are that Auscript's claims are unverified by DJAG and DJAG cannot
provide any reliable assurance about the recording of proceedings.

Reporting and timeliness
You also state that:

Auscript provides the Department with detailed monthly performance reports. All
details regarding timeliness are reported transparently to the Department to
ensure proactive communication to the end users.

| report on page 36 that:

Report 9: 2015-16 | Queensland Audit Office



Provision of court recording and transcription services
Comments

Auditor-General response

m Report 9: 2015-16 | Queensland Audit Office



Provision of court recording and transcription services
Comments

Auditor-General response

The estimated $3 million to replace DJAG’s Dalet system was avoided as an upfront cost,
but does not represent a saving. This is because DJAG is paying for Auscript to recover its
capital costs as a component of the pricing structure. Depending on the volumes of recording
and transcription services required over the term of the contract, DJAG could possibly
continue to pay the pricing component for Auscript’s capital investment after these costs
have been fully recovered. This is detailed on page 34 of my report.

Quality and accuracy

You note that my report acknowledges that there were reported concerns about technical
issues and timeliness and quality of the service provided by the State Reporting Bureau prior
to outsourcing. You go on to say that:

These are no longer an issue for the State of Queensland. Auscript's technology
and the successful implementation of the contract has seen 99.9 per cent of all
proceedings faultlessly and successfully remotely recorded, monitored and
stored.

It is important to be clear these are your claims and not findings of my report. | found that:

e concerns have been expressed about the cost, timeliness and quality of service since
outsourcing

e DJAG do not verify your assertion that 99.9 per cent of proceedings are recorded (as
discussed above)

e The monitoring of recordings is a source of contention between DJAG and Auscript (refer
to page 46).

More concerning to me is your statement in the conclusion of your letter that my report

‘confirms that: ..... Auscript’s quality is above expectations..’.

| want to be clear that | have made no such finding or conclusion. To the contrary, | conclude
that:

...lower than estimated annual savings, combined with concerns about quality,
timeliness and user cost, bring into question the overall value proposition of the
selected model. From this perspective, DJAG cannot reliably demonstrate
whether its present outsourcing model for court recording and transcription
services represents the best overall value for money that it could have obtained,
in terms of either cost or quality and timeliness.

As previously advised the 16 issues were examples of matters raised by stakeholders during
the audit. They were not meant to represent an exhaustive list of all issues encountered
across all court jurisdictions. Therefore, | am not in a position to conclude on the extent of
issues raised as a percentage of the total transcript volumes. Finally, | want to make clear
that it is your assessment that only two of the 16 issues were attributable to Auscript and not
a finding of the audit.

A copy of the full comments you provided has been included in the final report. For clarity,
accuracy and transparency | have also included a copy of this letter.

Please accept my thanks to you and your staff for the assistance you provided during this
audit.
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Appendix B—Comparison of service delivery models

Figure B1—Comparison of state service models as at August 2015

QLD NSW VIC SA WA ACT NT Tas \V4
Recording Outsourced* Partially Partially In-house  Outsourced* Outsourced Outsourced In-house  In-house
outsourced**  outsourced**
Transcription Outsourced* Partially Partially In-house  Outsourced* Outsourced Outsourced In-house  In-house
outsourced*  outsourced**
Distribution In-house/ In-house In-house In-house  In-house Outsourced Outsourced In-house  In-house
Outsourced
Billing Outsourced* In-house In-house In-house  Outsourced*  Outsourced Outsourced In-house  In-house
Data storage Outsourced*  In-house In-house In-house  In-house Outsourced Outsourced In-house  In-house
Infra/ Equipment Outsourced* In-house In-house In-house  In-house Outsourced Outsourced In-house  In-house
Maintenance Outsourced* In-house In-house In-house  In-house Outsourced Outsourced In-house  In-house
# Suppliers engaged 1 3 4 N/A 2 1 1 N/A N/A

* Fully or partially outsourced to Auscript

**While civil matters are outsourced, all criminal matters are recorded and transcribed in-house. However for New South Wales one day or less civil matters in the Supreme Court and List Courts are
provided in-house by Court Reporters together with all Supreme Court criminal matters. For Vic criminal cases are only outsourced to their panel of four, where there is no capacity to service in-house.

***DJAG distributes all transcripts that it pays for. Auscript distributes all other transcripts

Source: Queensland Audit Office
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Appendix C—Key outsourcing service delivery issues

Figure C1—Status of key contract issues

Issue Description
Transcription/audio ordering process is not Auscript report that instructions and court list details provided by DJAG are often
clear incorrect and unclear. This can result in late delivery of transcript, and possibly

delayed proceedings.

Transcript turnaround times requested End users are ordering turnarounds not offered under the contract. Auscript has
outside contracted times been working outside of the contractual obligations to meet user requests.

Unclear roles and responsibilities associated  Auscript delivered free transcripts, working outside of contractual requirements
with the distribution of free transcripts for around 12 months.

From August 2014, DJAG took back the distribution of free transcripts.

Auscript claims it still incurs increased administration costs due to capturing,
following up and reporting on the approval and distribution of free transcripts

Transcript types are not clear to the end user  Descriptions of transcript types do not aid users in ordering correctly.
The number of types have varied since the contract has commenced.

Delay in Court of Appeal (COA) transcript Auscript report that DJAG did not make it aware of COA's requirements

requests

Revisions process Auscript report that the revision process can result in the late delivery of
transcript.

Waiting for judges to make revisions, or advise that the transcript can be
released contributes to delays in distribution
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Status
Unresolved
Reliant on contract variation
Unresolved

Reliant on contract variation

Unresolved

Unresolved
Reliant on contract variation

Unresolved
Reliant on contract variation

Unresolved
Reliant on contract variation



Issue

Style guide and business rules

Services covered by the contract

Clarity of roles and responsibilities

Billing processes

Agreed quality measures

Escalation processes for issues

Independent review of performance and
billing processes

Source: Queensland Audit Office

Provision of court recording and transcription services

Figure C1—Status of key contract issues cont'd...

Description

Multiple changes and complex requirements.

Users unaware of requirements of style guide and business rules, including
distribution

DJAG has made progress in documenting services however there are still areas
of uncertainty such as the criminal transcripts

DJAG and Auscript are still debating key areas of responsibility such as:
transcript distribution (issue with Transcript Coordination Team)

Complex billing arrangements. Up to version 13 of Free Transcript Provision
document.

DJAG have a lack of visibility over what is ordered, delivered and billed

DJAG and Auscript do not agree on the definition of errors in transcripts and
measure quality differently.

Auscript report it is operating outside of contract requirements, and impacting its
ability to meet KPI targets.

No centralised contact point for users to report issues. Some users report issues
to DJAG and some direct to Auscript

DJAG has not actioned its right under the contract to undertake a review of
Auscript's billing process

Key outsourcing service delivery issues

Status

Unresolved
Reliant on contract variation

Unresolved
Reliant on contract variation

Unresolved
Reliant on contract variation

Unresolved
Reliant on contract variation

Unresolved
Reliant on contract variation

Unresolved

Unresolved
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Appendix D—Audit methodology

Audit objective

The objective of the audit was to determine whether the expected benefits from outsourcing
court recording and transcription services are being realised and whether the Department of
Justice and Attorney-General (DJAG) is managing the contract effectively.

The audit addressed the objective through the lines of inquiry set out in Figure D1. The audit
criteria is based on the legal and administrative requirements governing procurement.

Figure D1—Audit scope

Lines of inquiry Audit criteria

The procurement process achieved economy in purchasing

1.1 Service requirement 1.1.1 The service requirement was clearly defined and
understood, and aligned with state government priorities

1.1.2 The decision to outsource was supported by sound
information and assessments

1.2 Procurement process 1.2.1 Detailed market sounding and options analysis was
undertaken

1.2.2 Procurement and tender evaluation strategy was
effectively developed

1.2.3 Tender evaluation was completed, using appropriate
criteria, and supported the final decision

The contract was developed and managed effectively

21 Contract 211 Contract criteria aligns with service needs and state
development government objectives.

2.1.2 Contract terms and conditions clearly outline roles and
responsibilities of all parties

21.3 Key performance indicators are specific, measureable,
achievable and relevant

214 Incentive/penalty clauses are built into the contract to
drive performance/service delivery

2.2 Contract 2.21 Service delivery and performance related issues are
management regularly monitored, reported and addressed
2.2.2 Issues with the contract, and user complaints are

monitored, reported and addressed

Services being delivered represent value for money

3.1 Services 3.1.1 All required services are being delivered
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Lines of inquiry Audit criteria

3.1.2 There is capacity to expand services to meet the state's
requirements

3.2 Costs 3.21 Whole-of-life costs are monitored and reported on a
regular basis

3.2.2 Services are cost effective and delivering the savings
identified in the tender process

3.3 Quality 3.3.1 High quality court recording and transcription services
are being delivered through outsourcing

Source: Queensland Audit Office

Reason for the audit

On 22 February 2013, the former attorney-general announced the appointment of Auscript
Australasia Pty Ltd (Auscript) as the sole provider of recording and transcription services to
Queensland's courts, the Queensland Civil and Administrative Tribunal, and the Queensland
Industrial Relations Commission. DJAG estimated at the time the transition to outsourced
services would save the state up to $6 million per year, and address timeliness and quality
issues that existed.

After Auscript was appointed, concerns continued to be raised about the quality and
timeliness of the service and about the cost to users of purchasing transcripts. On
22 April 2015, the Attorney-General wrote to the Auditor-General requesting the
Queensland Audit Office consider the issues raised.

After conducting some initial inquiries, on 18 May 2015, the Auditor-General notified the
Director-General, DJAG and the CEO and Managing Director of Auscript Australasia Pty Ltd
that he would conduct a performance audit.

Performance audit approach

The audit was conducted in accordance with the Auditor-General of Queensland Auditing
Standards—September 2012, which incorporate the requirements of standards issued by the
Australian Auditing and Assurance Standards Board.

The audit was conducted between May 2015 and October 2015. The Department of Justice
and Attorney-General (referred to as DJAG) and Auscript Australasia Pty Ltd (referred to as
Auscript) were subject to this audit.

Auscript is a non-public sector entity and was included in this audit under the provisions of
Section 36A of the Auditor-General Act 2009 (the Act).

Section 36A of the Act allows the Auditor-General to conduct an audit of a matter in which a
public sector entity (in this case DJAG) is giving or has given property, including money to a
non-public sector entity (in this case Auscript). The object under the Act includes to
determine whether the money has been applied economically, efficiently and effectively for
the purposes for which it was given to the non-public sector entity.
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The audit included:
= interviews with DJAG and Auscript staff

» interviews with judges, magistrates, staff and representatives across the court
jurisdictions

= analysis of DJAG and Auscript data

= review of DJAG and Auscript documents.
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Appendix E—Correspondence with former
attorney-general
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Correspondence with former Attorney-General

Section 64 of the Auditor-General Act 2009 (the Act), provides for any comments on the
proposed report to be given to the Auditor-General in writing within 21 days after the advice
is received. Therefore, any comments you may have in relation to the proposed report are
required no later than Thursday, 26 November 2015. Comments received within 21 days will
form part of my report to Pariament, which is scheduled to be tabled in December 2015.

| note also your requests that | include all your correspondence in my report to the
Parliament. In the interests of transparency, an appendix will be added to the report with
copies of:

e all your corespondence

e correspondence to you, including this letter.

| draw your attention to the provisions of section 65 of the Act, which impose a confidentiality
requirement on the recipient of a proposed report until the finalised report is tabled in the
Parliament.

If you would like to discuss this audit further, please contact me or have one of your officers
contact Mr Darren Brown, Director of audit, on 31492 6080.

Yours sincerely
X

Andrew Greaves
Auditor-General

Enc.

IN-CONFIDENCE 3
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Auditor-General Reports to Parliament
Reports tabled in 2015-16

Number Date tabled in

Legislative
Assembly

1. Results of audit: Internal control systems 2014-15 July 2015

2. Road safety — traffic cameras October 2015

3. Agricultural research, development and extension programs and November 2015

projects

4. Royalties for the regions December 2015

5. Hospital and Health Services: 2014-15 financial statements December 2015

6. State public sector entities: 2014-15 financial statements December 2015

7. Public non-financial corporations: 2014-15 financial statements December 2015

8. Transport infrastructure projects December 2015

9. Provision of court recording and transcription services December 2015

www.qao.qgld.gov.au
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