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13.2 Australian Orienteer cost recovery policy

BackgroundAs part of the move in 2017 to a digital version of the Australian Orienteer magazine, the netcost of producing the magazine is currently now split between the State Associations on thesame basis as the State Registration Fee. That is, unlike the previous situation, there is now noconnection to the amount of hard copies ordered.Under the current policy a cap was applied such that no State paid more than it did in 2016. Thispolicy was discussed and endorsed at the 2016 OA Annual Conference and reiterated at the2017 Annual Conference.
Effect of the capIn both 2017 and 2018 the cap on cost recovery payments will only be applied to OrienteeringVictoria (OV). That is, OV will pay less than their proportional share of the AO costs.This cap arose because of the previous low number of AO subscriptions (reflecting the numberof memberships in 2016). Changes made by Victoria in 2016 increased the number ofmemberships. At the time the new AO cost recovery policy was approved, it was accepted thatOV needed an adjustment period to absorb both the higher costs from the change in the StateRegistration Fee and distribution of AO net costs being shared between the State Associations.In 2017 the shortfall between the VOA cap and its share based on the State Registration Feecalculations was $4413. In 2018, the shortfall is projected to be just under $6K. The shortfall ishigher in 2018 as the VOA share of the State Registration Fee has been gradually increasing asthe membership numbers are based on a rolling 3-year average. The overall costs of the AO havealso not fallen as much to date with a reduced print run as had originally been anticipated.(Although net cost has fallen by an estimated 30 per cent since 2015 when it was budgeted tocost $49,769 (for a print run of 1750 an issue).Until now, Orienteering Australia has absorbed these shortfall amounts through budgetunderspends and/or from limited cash reserves.The question of whether the current basis for division of payments for the SRF and AO betweenstates is the most appropriate one is considered in a separate paper; however, any change to thiswould not be implemented until 2020 at the earliest.
2018 net cost estimate and observationsIt is currently projected that the net cost of the AO will be similar in 2018 as 2017 at around$36,500. The net costs of the magazine for 2018 are set out below, noting that some costs areestimated for the December quarter.
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Mar-18 Jun-18 Sep-18 Dec-18 Total
Printed copies 880 950 950 950 3730

Production ex gst $3,845 $4,151 $2,888 $2,888 $13,772
Delivery ex gst $264 $281 $281 $281 $1,107

Grahic design inc ISSUU $2,108 $2,108 $2,108 $2,108 $8,432
Editor fee $4,106 $4,106 $4,106 $4,106 $16,424

Editor expenses $426 $334 $388 $350 $1,498
Postage $239 $228 $200 $200 $867

Less
Advertising income less gst -$581 -$225 -$446 -$1,000 -$2,252

OA budget - AO promotion $ -$700 -$700 -$700 -$700 -$2,800
Subs individual average -$125 -$125 -$125 -$125 -$500

Net costs $9,582 $10,158 $8,700 $8,108 $36,548Some observations:
 The recent move in the September edition to digital printing, rather than using offsetprinting, has reduced costs by about $1,200 per issue and reduced the copy price from~$7 to less than $5.
 Over 700 surplus copies of the AO were printed in 2018. While some are required,reducing this number will also reduce the variable costs to all states.
 Hard copy order numbers in 2018 are around 1000 copies per quarter lower thanprevious years due to the introduction of a digital version being made available onISSUU.
 Advertising revenue is down around $1000 in total in 2018 compared to 2015
 Individual (non-member) subscriptions (nearly all from overseas) are small - around 11and most of these are for a two year period
 The OA budget has $2800 per year allocated to cover magazine sponsor advertising(ASC, Trimtex and ASADA) and promotional copies being posted out (IOF, NationalLibrary Australian University Sports etc)

Future cost recovery policy

Option 1 – Maintain existing policyAs of 2019 the current cap is removed and the sharing of net costs continues based on the StateRegistration Fee split. This will increase the costs to OV while other State Associations’ wouldnot be directly affected. It would also mean that OA will not have to make up the shortfall (whichwould not be a financially sustainable policy for OA if it continued in any case).Under this option the current invoicing approach will be continued with the March to Septemberquarter invoices based on the previous years costs and State Registration share and theDecember quarter invoicing used to adjust the amount payable by States for the year aftertaking into account the final costs and the new shares for the State registration fee for the year.The 2018 numbers are shown in the following table, noting OV is capped in 2018 but from 2019the cap would no longer apply
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ACT NSW Qld SA Tas Vic WA
State rego % 9.36 25.68 11.82 7.55 7.71 29.52 8.36
Cost share $3,420.89 $9,385.53 $4,319.97 $2,759.37 $2,817.85 $10,788.97 $3,055.41
Cap (ends 2018) $5,014.46

Option 2 - Split the fixed and variable costs apartUnder this option the fixed costs incurred (including editor fee, graphic design and ISSUUsubscription) to produce the AO would be shared on basis of the State Registration Fee (firsttable, based on 2018 values) while the costs associated with printing and delivery would be paidby the relevant state, based on the number of hardcopies (second table, based on 2018 values).
ACT NSW Qld SA Tas Vic WA

State rego % 9.36 25.68 11.82 7.55 7.71 29.52 8.36
Fixed cost share $1,947.07 $5,341.95 $2,458.80 $1,570.55 $1,603.83 $6,140.75 $1,739.05

ACT NSW Qld SA Tas Vic WA
% of copies 13.5% 27.0% 8.6% 4.5% 8.8% 32.6% 5.1%
Net share $2,123.53 $4,247.07 $1,353.75 $706.07 $1,380.30 $5,128.33 $806.94

Based on numbers from 2018, States with the larger number of printed copies being deliveredwould pay slightly more than Option 1, as shown in the following table. This option ensures thateach state is paying the proportional cost of printing and distributing hardcopies of the AO.
ACT NSW Qld SA Tas Vic WA

Option 1 $3,420.89 $9,385.53 $4,319.97 $2,759.37 $2,817.85 $10,788.97 $3,055.41
Option 2 $4,070.60 $9,589.02 $3,812.55 $2,276.63 $2,984.13 $11,269.08 $2,545.99
Variance $649.71 $203.49 -$507.42 -$482.75 $166.28 $480.11 -$509.42

Recommendation1. Net-cost recovery model for the magazine from 2019 to be based solely on the share of theState Registration Fee for each State Association. (i.e. Option 1)2. OA budget to continue to allocate funding of $2800 a year to the magazine to cover selectedsponsor advertising and promotional copies.3. OA to review the State Registration Fee membership model in 2019, with a view toimplementing any agreed changes by State Associations’ in 2020.


