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Subcommittee met at 9.07 am 

CHAIR (Mr Bevis)—I declare open this public hearing on the review of the Defence Annual 
Report 2006-07 by the Defence Subcommittee of the Joint Standing Committee on Foreign 
Affairs, Defence and Trade. I welcome all those who are present. The committee will scrutinise a 
range of areas associated with Defence operations, and in particular in the 2006-07 year there are 
a number of matters which notice has been given of that will be part of those matters considered 
by the committee in the review of the 2006-07 report. They include the significant slippages 
within the top 30 projects; the Joint Strike Fighter project, Air 6000; the Seasprite helicopter; 
through-life support of Defence equipment; Australian industry capability; benchmarking value 
for money in operating costs; the Abrams tanks, current and future role of armour; the hardened 
networked Army and the enhanced land force communications, and the question, in particular, of 
interoperability of systems; the ADS preparedness to conduct peacekeeping operations; progress 
of military justice changes; recruitment and retention; personnel shortages, particularly in 
specialist trades. There may well be other matters that members of the committee will wish to 
raise. 

I have been advised that since 1901 it has been a practice for parliamentary committees to also 
say that, before introducing the witnesses, I will refer members of the media who may be present 
at this hearing to the need to fairly and accurately report the proceedings of the committee. That 
has worked wonderfully over the last 100 years and I have no doubt it will be as successful today 
as it has been on all previous occasions. Before we move to the formal part of the process, I 
think it is appropriate to take a moment to convey the committee’s view, and I am sure the views 
of all present, that our thoughts and condolences are with Sean McCarthy’s family and loved 
ones. It is a matter of sorrow and grief for all Australians when events like this occur, and it is a 
mark of the high regard in which the Australian defence forces are held throughout our 
community that an incident like this is genuinely felt by so many Australians throughout the 
country. To Sean McCarthy’s loved ones and family we extend our thoughts and our 
condolences. To the others who were injured, we wish them a speedy and full recovery and to 
their loved ones we also give them our best thoughts. 

The first witnesses today are from DMO. I welcome Dr Stephen Gumley and representatives 
from DMO to give evidence, particularly on the first series of those topics to which I referred. 
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DEEBLE, Air Vice Marshal Christopher Lawrence, Program Manager, Airborne Early 
Warning and Control, Defence Materiel Organisation 

FRASER, Major General Anthony Peter, Head, Helicopter Systems Division, Defence 
Materiel Organisation 

GILLIS, Mr Kim Rogers, General Manager, Systems, Defence Materiel Organisation 

GUMLEY, Dr Stephen John, Chief Executive Officer, Defence Materiel Organisation 

McKINNIE, Commodore Andrew Robert (Drew), Director-General, Major Surface Ships, 
Maritime Systems Division, Defence Materiel Organisation 

WOLFE, Ms Jane Alice Margaret, General Manager, Corporate, Defence Materiel 
Organisation 

THORNTON, Group Captain Donald Robert, Director, Operational Requirements, Air 
6000, New Air Combat Capability 

SYMON, Brigadier Paul, Director-General, Preparedness and Plans—Army, Office of the 
Chief of Army 

CHAIR—Although the subcommittee does not require you to give evidence on oath, I should 
advise that these hearings are legal proceedings of the parliament and therefore have the same 
standing as proceedings of the respective Houses. Do you wish to make any opening statements 
to the committee? 

Dr Gumley—No. We would invite questions. I understand we have a very full agenda of 
questions to be asked, so it might be best if we just move to what the committee would like to 
ask. 

CHAIR—I should probably note that on previous occasions it has been customary for the 
Chief of Defence and the service chiefs to attend hearings of this sort and there may well be 
matters that we will want to pursue that would be better directed to them. Should that be the 
case, we will arrange a further session at which the relevant chiefs and CDF will be able to 
attend. I will commence by making a comment and a question. In the annual report on those top 
30 projects there are a number in which the budgeted estimate, which was included in the May 
2006 budget, is hugely out of kilter with the final amount paid, the actual expenditure in 2006-
07. The parliament and the public have a pretty fair expectation that when budgets are adopted 
the expenditure mirrors as closely as possible what transpires. This is not an isolated incident. 
This is not the first year we have seen annual reports where these things happen. I would invite 
your comment as to why there are so many significant variations. I would be happy to go 
through a number of particular examples if you wish. You might have some general comments 
before we start talking about specifics or you might want to run through them yourselves. 
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Dr Gumley—The biggest problem we are facing in Defence equipment acquisition is 
schedule. As we have benchmarked ourselves against other countries and as we have looked at 
our own performance, we find that, once you make corrections for foreign exchange, inflation, 
changes of quantity and transfers to other parts of the Defence organisation, that post second 
pass or post contract formation we are bringing in most of the projects at/or around the budget. 
In other words, cost is not the thing that gives us deep concern. The statistics we have are that in 
239 major projects—and we define a major project as over $20 million—closed over the last 10 
years with an accumulated value of $27 billion, when you make those corrections for foreign 
exchange, inflation, quantities and transfers they came in on average at 98 per cent of the budget. 
That is a surprise to many people. When you look at the data it shows that about 20 per cent of 
the projects go over in cost, about 20 per cent of the projects come in or around the budget, and 
about 60 per cent actually come in under. Those that come in under pretty much pay for those 
that come in over after you make those corrections for the quantities. I would point out that this 
is post second pass approval when we are into actually building or delivering the equipment. 

Where cost has a difficulty in the whole Defence acquisition space is usually in the period 
before second pass when people are still working out and defining what they want. As Mark 
Thomson from ASPI has shown in his budget briefs, which he puts out every year—and he does 
a deep analysis of this—the typical change in costs between the time it is in the Defence 
capability plan and when it gets to second pass approval are in the order of 60 or 70 per cent. 
That data is very similar to what the Americans and the British are finding. Around the English-
speaking Western countries there seems to be quite a lot of similarity in how the Defence 
projects are running. The cost problem is primarily up to second pass. I am not saying we do not 
have a few costly projects afterwards, but primarily the pattern is estimating up to second pass. 

That leads us to what I think is the major problem with Defence acquisitions, and that is 
schedule—in other words, delivering the projects on time. Typically the more complex the 
weapons system, the greater the project delays. Most of our major projects run two or three years 
late. We have been doing quite a bit of analysis on the causes of those schedule delays. Perhaps 
as the questioning develops from the committee I might be able to expand on some of the 
reasons we have the schedule problems. 

So, how does that get back to your direct question? We pay contractors only when they put in 
an invoice for goods and services correctly rendered. If the invoices do not come in, we do not 
pay. Most of the invoices come in either through an earned value payment, which is an 
assessment of how much work has actually been done, or by meeting particular contract 
milestones. If those milestones are not met, there is no invoice, therefore there is no cash 
payment and therefore it shows up in the annual report and in the PBS as an underspend. So, a 
fairly accurate surrogate for schedule delay, which is measured in months, is actually the cash 
underspend that you are finding in the PBS and in the annual report. 

CHAIR—I just want to make sure that I understand correctly the position you have described. 
The schedule delays that are occurring are roughly in line with other high-tech defence forces? 
We therefore have some expectation that we may encounter some degree of slippage in 
programs. Therefore, does that in any way get factored into the budget estimate? 

Dr Gumley—When the budget estimates were done in 2006 each project was asked to report 
their cash needs and they made the assumption that the contractor would meet the milestones as 
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written in the contract. That is the cash estimates. If there are any delays they will show up as 
cash underspends. 

CHAIR—We budget on the basis that it will be done on schedule, but we know from past 
experience and comparisons with advanced defence forces that a significant percentage of them 
will not be done on schedule. 

Dr Gumley—Yes. What we then do is over-program by about 15 per cent, so we make an 
assumption that in any one year about 15 per cent of the milestones in cash terms will be slipped 
and so when we put a final amount into the budget it is worked out project by project. Over 200 
projects are looked at, they are all added up, and then we make a management decision to put 
about 85 per cent of those total milestone payments into the PBS. If schedule slippage is greater 
than about 15 per cent it will show up as an underspend in the book, and over the last few years 
it has been running a bit higher than 15 per cent. 

Senator FORSHAW—It has been running— 

Dr Gumley—A bit higher than 15 per cent. That is how you get the schedule slippage or the 
cash underspend between the PBS and what is the actual result for the year. 

CHAIR—I would like to go to some specifics in the DMO annual report, table 3.2, page 22. 
With the Tiger helicopter we budgeted $312 million. We ended up spending about half of that. In 
fact even the revised estimate was well above what was actually spent. I would have to say that 
in the normal course of events I do not take too much notice of the revised estimate because I 
figure that, if you cannot get that one close to the mark something is really wrong. But there is 
an example where the revised estimate was still well out of kilter. Can someone explain why that 
is? 

Dr Gumley—I have a group of the project experts here from DMO and I invite them to talk to 
their individual projects as you raise them. 

Major Gen. Fraser—The Tiger underachievement is attributed to two factors. The first is the 
contractor not making what was contracted, not achieving what we expected to be contracted. 
The second and major one specifically for Tiger was that we suspended payment to Australian 
Aerospace, the prime contractor, when it failed to achieve a stop-payment milestone. It was in 
the contract provisions and we took the quite significant step of ceasing payments to it until it 
achieves the required performance outcomes. Nearly for the whole financial year it was not paid 
for work conducted on the aircraft and on the project. It continues to provide services and deliver 
equipment but it was not being paid for that. That is an important issue, because otherwise the 
project would continue to delay even further still. In the Tiger case we have negotiated a 
successful outcome to what then became a dispute over those issues and the through-life support, 
and we have resumed partial payment to it at the moment, withholding some of it until we 
actually sign the contract change proposal. 

CHAIR—Where would you say things are up to at the moment? 

Major Gen. Fraser—Since negotiating a successful outcome through the dispute, the 
program has gained significant momentum. The aircraft in Australia has flown 2,700 hours, 24 
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personnel have trained, and the aircraft have been deployed to Darwin as of a week ago, at the 
end of June, importantly, into the regiment and into the operational capability to start that work. 
Importantly for us, the negotiation converted the through-life support contract from essentially 
what was a cost-plus type contract to a performance based contract, driving an incentive on the 
contractor therefore to reduce the total cost of ownership to the Commonwealth. It has also 
focused on delivering an operational capability to Army as quickly as we can possibly do so. I 
am very pleased with the new Australian Aerospace chief executive officer’s work and the focus 
of the company to provide us that capability. 

CHAIR—Was the Tiger’s original contract a cost-plus contract? 

Major Gen. Fraser—Part of it was in the through-life support element of it. 

CHAIR—Is that now performance based? 

Major Gen. Fraser—That is correct. That is now performance based. 

CHAIR—Do we normally enter into cost-plus contracts? 

Major Gen. Fraser—I will let the CEO perhaps answer that, but many of the earlier contracts 
were based on that scenario. Of course over about the last four to five years there has been more 
performance based contracting. 

Mr ROBERT—The annual report lists a 24-month slippage primarily because of delays in 
the Franco-German program on which the Tiger relies for certification and qualification. What 
actually slipped in the Franco-German program that impacted us by 24 months? 

Major Gen. Fraser—The Franco-German program itself was unable to achieve its schedule, 
and there were two aspects for our program. The first was training the instructor staff, who were 
going to be trained in France. The first four instructors were to be trained on their aircraft. 
Because the French army had not accepted their aircraft and the French equivalent to DMO had 
not accepted their aircraft, we were unable to effect that training in the time frame that we 
envisaged and was contracted. The second was that much of the data from their aircraft was to 
be used for our simulator—for example, to assist us with the certification and the development 
of the simulator. The result of that was a two-year schedule slip in the training of our staff and 
training of the initial cadre of flight crew. 

Mr ROBERT—Were there any other options on the table for that training? 

Major Gen. Fraser—No, there are not. We managed as best as we possibly could to recover 
training, but there are no other Tigers in service in the world at this point in time. We did send 
some personnel across to fly with the US. We have looked at lead-in skills, and part of the 
resulted negotiations here is to put two EC135s into Darwin glass cockpit aircraft to compress 
the training on the aircraft type as much as we possibly can. We have deployed some instructors 
across to France to train with the French army to catch up as best we possibly can. But 
realistically I do not see that we will recover the two years. Our focus now is on developing the 
operational capability as quickly as we can. We cannot recover those first two years of basic 
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training. Perhaps we might be able to recover some schedule in the operational transition and 
development of the operational capability, which is what our focus is on. 

Mr ROBERT—At a project management plan level, considering we decided to go with a 
platform that was not developed compared with a platform that actually was in service across the 
world in the form of the Apache or other platforms, what did we put down on our risk matrix 
with respect to possible slippages through training or other areas since the platform had not 
actually been developed? 

Major Gen. Fraser—The Franco-German program was 18 months ahead of us at that point 
in time when we signed the contract and there was certainly some risk associated with that. My 
understanding is that that was an informed risk and we were advised at the time of a reasonable 
risk mitigator.  

I would have to say the French equivalent to DMO has been exceptional for us. We would be a 
lot further behind had it not provided us the support it has done. It has taken the engineering and 
certification work for the aircraft and in isolation has advanced us. There was a period of time 
when our aircraft had caught up that full 18 months to the Franco-German program as far as 
certification goes. We had not completed the training but we had certainly caught up in all the 
certification work. It is a risk.  

The Tiger aircraft is an excellent aircraft. It is an outstanding aircraft. We have exchange 
personnel from the US who fly Apache and fly Cobra, who are flying with us. It will be an 
excellent aircraft. But you are right in your inference there that there was risk in an early 
developmental program. Perhaps part of many of the lessons learned—and I know the chair is 
going to ask us about Seasprite later on—is the full understanding of the maturity level of the 
product and the off-the-shelf level of the product that we are trying to gain for the Defence Force 
and to introduce into service to make an informed decision. It does not mean we should not take 
some risk, because in some cases we do need to take some risk with the developmental program. 
It just needs to be understood that we have that risk and therefore there is potential delay to the 
operational capability. 

Mr ROBERT—Going back to the risk matrix at the start of the project, what was the risk 
mitigator that was put as an offset to slippages in training and those factors? 

Major Gen. Fraser—Specifically there was no offset risk to training of instructors. The only 
way that we could do that was that we were reliant upon the Franco-German program for the 
initial training of the aircrew. What we ended up doing was migrating it to Australia, and the 
company at its own expense migrated its senior instructor to Australia one-on-one for our 
personnel. So that was the risk mitigation that was implemented to be able to do that, and that 
compressed some of the training. 

Mr ROBERT—Considering the CEO’s comment before that our majors are running two to 
three years late, and that the efficiency of our DMO is of the same standard as the efficiency of 
other Western countries, we would have had to expect, at the start of the Tiger helicopter 
program, albeit it was 18 months ahead, that they would slip by two to three years, as is 
indicated with major projects currently around the world. What did we have to mitigate a 
slippage of that order? 
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Major Gen. Fraser—Our Tiger program is as good as any as far as schedule goes. There are 
others that have suffered far more delay than we have. If we take the MRH-90 program—and it 
is important for us to take the lessons from what we have done—for both the contractor and 
ourselves, the Australian MRH-90 program is the only one in the world at the moment that is on 
schedule. It is a tight schedule and difficult, but those lessons have been applied. 

Dr Gumley—To clarify my comment about two to three years, it is important to differentiate 
between development projects, which are typically running at two to three years, and when you 
are buying truly military off the shelf. For example, the Super Hornets, which are truly off the 
shelf and are coming out of the Boeing production line, are right on schedule at the moment. 

Mr ROBERT—On the two to three years for development projects, considering we have now 
a great body of lessons learnt, what are we doing differently in DMO now as a result of the 
lessons learnt of slippage on development projects? 

Dr Gumley—This has been the benefit of the Kinnaird two-pass process. What Kinnaird got 
right back in 2003, and we have been implementing it ever since, is that a lot more work needs 
to be done between first and second pass on analysing risks, reducing risks, and working out risk 
mitigators so that you do not end up with these sorts of problems. Now we typically spend five 
per cent or even as high as 10 per cent of a project’s work prior second pass. The high 
percentage applies to the smaller projects and the big projects are perhaps around about the five 
per cent or a bit less. We do a lot of work on risk mitigation before we actually go to contract. 
The advantage of that is that when you actually do go to contract there is a much greater chance, 
from DMO’s perspective but also from the contractor’s perspective, that people do not sign up to 
aspirational goals and things that just cannot be delivered. 

CHAIR—You touched on the MRH-90 and you partly answered the question that I was going 
to ask, given that we have the same contractor providing both helicopter platforms. You 
mentioned that we are on schedule with the Troop Lift Helicopter. Are there improvements that 
we have picked up from the Tiger project that we have just been talking about that have fed into 
that Troop Lift Helicopter that have enabled us to keep on track and, if there are, are there any 
wider lessons we can learn for other acquisitions? 

Major Gen. Fraser—As much as anything it is about the shared understanding and 
relationship management between any contractor and any of the project officers. Importantly for 
Eurocopter, the parent company, and Australian Aerospace, they understand the 
Commonwealth’s governance requirements. The standards we set and our expectations for 
documentation and governance requirements are as rigid and robust as any in the world. I do not 
think that they were as well understood as they might have been in that shared relationship when 
the first contract was signed for Tiger. Those lessons have been migrated across to MRH-90 and 
understood. Therefore, for work that needs to be done and appropriately resourced, the 
contractor resources those areas that are needed to make schedule. 

The aircraft, and additionally for MRH-90, is at a more mature state than Tiger was for at 
stage of the program. Fourteen countries have signed up for MRH-90, with about 550 aircraft on 
order, and there are more ahead of us that have accepted the aircraft and therefore the aircraft is 
at a more mature state than the Tiger is, and as we have indicated, which is more developmental 
in its cycle. 
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CHAIR—Do we have any cost-plus contract arrangements for the MRH-90? 

Major Gen. Fraser—No, we do not. 

CHAIR—That is a good thing. While we are talking about helicopters and while you are at 
the table it might be appropriate if we have a brief look at the Seasprite. 

Major Gen. Fraser—Certainly. 

CHAIR—How did we get ourselves into a situation where we could spend so much money 
and go for so long to get a product that is demonstrably not what is required? 

Major Gen. Fraser—First of all, I acknowledge the seriousness of this project and the point 
that we go to, where we would cancel so far down the track a project of this significance, and the 
amount of funding that government could have used for other areas. I will preface my comments 
on the point that we are at and the state that we are at with the project. It is still a sensitive issue 
for us. I am not trying to shirk disclosing information to the committee, and I am more than 
happy to go in camera or provide significant detailed information. We have reached a mutually 
agreed outcome with Kaman on the cancellation of the program, which is subject to US 
government approval. We have requested that US government approval, but it is in process at the 
moment and has not yet been provided. The objective is for Kaman to take the aircraft and 
equipment back, sell it on the open market and provide a share of profits back to the 
Commonwealth, which is at least 50 per cent and at an increasing level. 

Part of the deed of negotiation and what we have agreed—and this is in our interests—is that 
we will not talk down the aircraft unnecessarily. I am not going to shy away from the lessons 
learned and appropriate to DMO, but it is a difficult stage for us. If it might help the committee 
and people asking, ‘Where are the lessons?’, the National Audit Office is also conducting an 
audit and expecting to table its report late in the year, as I understand it, so that will be certainly 
quite difficult. You have seen some of the media interest in those looking for answers on how we 
got to this position. 

The gate review process that the CEO indicated earlier is an important one. It is on public 
record that the Seasprite was being procured for a particular size ship. That project was then 
cancelled. It was not pursued. To me that would be an appropriate gate review point to determine 
as to whether the project would or would not have been continued. 

CHAIR—I appreciate there are some sensitivities and it may be that at a point in time we will 
want to go into more detail in a private meeting. I certainly do not want to in any way have 
today’s proceedings interfere with or jeopardise any of that. Obviously the public and the 
parliament want to be confident that taxpayers’ dollars are going to produce desired outcomes. 
You have touched on a part of it, but what are we doing differently today in acquisition that 
would avoid making a similar mistake or are we still open to revisit a mistake? This is not a 
reflection on the platform; it is a question of square pegs for square holes. How do we ensure 
that next year or the year after we are not going to have another parliamentary committee asking 
similar questions about another project? What are we doing now that is going to prevent that 
happening? 
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Dr Gumley—Essentially it is a lot more risk mitigation prior to entering contract. The time to 
bail out of a project is early, and from time to time we will make recommendations to 
government that a project is simply too risky and we should bail out. I think the public would 
understand if you spent two per cent or three per cent of the project and bail then rather than wait 
till you have spent 95 per cent of the project. Sometimes we will just have to make that hard call 
if something is not going to work or is excessively risky. That requires you to do a lot more 
engineering, contract, legal and other analysis up front, and that is what we are attempting to do 
now. 

Senator MARK BISHOP—General Fraser, I think you said that there had been a mutually 
agreed cancellation process that was subject to US government approval, and my memory is that 
Dr Gumley has told us elsewhere that the Australian government is likely to realise something in 
the order of $40 million or $50 million when the eventual product is broken up and sold off. Are 
those three points correct? 

Major Gen. Fraser—What we have agreed is a minimum amount, regardless of whether the 
aircraft are sold by Kaman or not, and that is the $39.5 million. Plus, there is an additional $30 
million that we have retained for spares and transferred them out of the Seasprite program across 
to Sea Hawk and some to Black Hawk. It is our expectation that we will gain far more than that. 
I cannot put a figure on that at the moment. The market will tell us what that figure is, and any 
actions that we take between now and when the aircraft are sold will clearly affect whatever the 
return is back to the Commonwealth. It is our expectation, though, that we will gain more than 
that. 

Senator MARK BISHOP—That is the point I wanted to address. The chair is very 
charitable. I have sat through about 27 of those identical explanations over the last 10 years and 
it comes down to this: when a project goes astray there has never been full and adequate 
disclosure of the reasons. I hear you saying now, some two months after the government has 
chosen to wrap it up, you are engaged in negotiations and, until the negotiation process is 
concluded, we are not to be provided with any detail. The argument you put is it is commercial-
in-confidence, it is a mutually agreed cancellation clause in the contract, but we have spent close 
to $1 billion on this project through successive governments and repeatedly in public forums we 
have been assured by yourself and other responsible officers over the last 10 years that it is on 
track, the problems are in the past, the money that has been spent has been worth while and the 
project will deliver. But even now, two months after this, we cannot be told why it went wrong 
or how it went wrong because it might impinge on $30-something million to come some time 
perhaps in the future. That whole process strikes me as being unsatisfactory and goes to the heart 
of the issues that you and I and others have been discussing for the last 10 years. When are we 
going to get on time, full disclosure of the detail of projects, as opposed to having this argy-
bargy in numerous committees year in, year out? With due respect, it is just not good enough, to 
the previous government and certainly this government. 

Major Gen. Fraser—I understand your position and I do not believe that it has ever been my 
position that the project is going well.  

Senator MARK BISHOP—By ‘you’ I refer generally to the powers that be. 
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Major Gen. Fraser—I accept your position. We have spent $1.1 billion of taxpayers’ money 
that government could have spent on other areas. It is not deliberate that the people who have 
been involved since day one have stepped away from it. In capability they have made 
compromises, concessions, both by the contractor and ourselves, to try to deliver a capability as 
soon as they could to Navy. In normal commercial contracts you have liquidated damages, some 
sort of recompense that is a return back to the shareholder. That is not easy but a far easier 
solution and result rather than what we are trying to do. There is no capability in lieu for 
Seasprite and so along the way they have attempted, by changes, try to make variations to 
deliver a capability. It is the cumulative effects of those that have caused the problem. Each one 
in isolation over many years might have been acceptable to bring the aircraft through to fruition, 
but they have not been able to step back and look at the collective effects as time has moved on. 
The contemporary expectations for airworthiness as a result of two major accidents, being the 
Sea King and its board of inquiry and the Black Hawk board of inquiry, and the community 
expectations have changed. I am more than happy to go into full disclosure with you in an in 
camera session to start with. 

Senator MARK BISHOP—The others might want to have it in camera. I would prefer to 
have the lessons learnt in public, openly discussed and explained, not in some secret committee 
whereby half a dozen men or women are given some information. That is the point. There has 
not been sufficient, adequate disclosure. On your first point, yes, there has been incremental 
change year in, year out, additions, scope change, and community expectations can change. But 
every four months for the last seven years this project has been examined in detail by me and 
others and every four months we have been told they are minor problems that can be 
accommodated and solved and that this is the last change. Now you tell me at the end the 
quantum of changes, the quantum of variations, the aggregate was so great that it could not be 
done, but that only came after we spent $1.1 billion. That is the point I am trying to hammer 
home. 

Major Gen. Fraser—Your point is quite valid and I am not trying to shy away from it. The 
gate review process and the appropriate external scrutiny of the project is a critical lesson for us. 
Does DMO now have that? We are about to introduce a further gate review system. The 
multipass process in the first place back to government provides government a far greater degree 
of scrutiny and control than what we previously have had. 

CHAIR—Dr Gumley is seeking to make a contribution. 

Dr Gumley—Yes. The Kinnaird process takes a good chunk of the risk out, but we need to do 
more. Mr Gillis can talk about the gate review process that we are introducing now based on 
lessons learnt from things like Seasprite. You cannot sit around and have a Seasprite happen and 
not think about how you would stop that happening again. 

Mr Gillis—There are lessons that we have picked up out of a range of projects over the last 
couple of years, and especially post the implementation of Kinnaird. Kinnaird is an excellent 
system of providing government with a clear insight, a pre-first pass and second pass, but what 
had not happened in the past was a detailed executive review at particular critical times in the 
project. When we got to a point where it was clear that a project should be cancelled or it was 
clear that a project was going to fail or it needed to have some sort of executive intervention 
there was not a structured approach to actually doing that analysis. Now we have implemented 
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that process. We will have a series of gates. It is very similar to the process that the large 
industry organisations do with their major projects. So it will be at a stage of pre-first pass, pre-
second pass, at pre-contract signature, to make sure we understand it exactly, and even after we 
have gone to government at second pass, we have gone through the National Security 
Committee of cabinet and we have got government agreement, post that there is a period of 
negotiations that occur with a contractor. So before we sign up to a contract we have an 
executive review, and for those larger programs, the ACATIs and IIs, that will conducted by me, 
the CEO and the general manager of programs—all experienced program managers who have 
managed multibillion-dollar programs in the past. So there is a process. 

Also, one of the other critical ones is that we are going to conduct a gate review at 20 per cent 
of life cycle. Twenty per cent of life cycle in any project is usually the indicator that, if you look 
at the scheduled performance indicator or the cost performance indicators at that, it will tell you 
whether the project is going to pass or fail its life. The first assumption at that gate will be: is this 
project going to succeed or not? If it is not going to succeed, that is the point at which we advise 
government that it is not worth spending any more money on it. 

CHAIR—What do you mean by 20 per cent of life cycle? 

Mr Gillis—A project is going to run for eight years and we go into it at the end of the first 
year or two. It is a project management principle. If you analyse a project at about 20 per cent of 
life cycle you use its performance indicators and extrapolate those out through life, it will give 
you an outcome as to whether something is actually going to achieve its schedule or its budget. 
We then have to go back to the capability managers and to the services to say: ‘Is this capability 
actually going to be delivering on schedule that is going to meet your requirements? Are there 
technical issues and are there cost issues there that we need to be aware of?’ 

CHAIR—So 20 per cent of life cycle is after acquisition? 

Mr Gillis—It is after acquisition. 

CHAIR—Is it not too late then? 

Mr Gillis—No. This is a series of gates, at contract signature and at 20 per cent of the 
acquisitions cycle. For an eight-year program it is at the end of the second year. 

Senator FORSHAW—You might have just answered my question. Earlier, in response to the 
chair’s question about what lessons have been learned and how are we going to avoid this in the 
future, Dr Gumley said that you are building in these risk mitigation factors. Are these gate 
processes what you are talking about as being the new risk mitigation steps?  

Mr Gillis—It is also making sure that you do a really detailed analysis at those particular 
stages in the life of a project to ensure that you are getting that executive oversight and ensuring 
that you are actually testing to see whether something should be going or not, and the 
assumption should be at those stages if in fact there is something that is going to fail we declare 
it early and quickly to government, and we provide government and our stakeholders, the service 
chiefs, with that advice. 



FADT 12 JOINT Thursday, 10 July 2008 

FOREIGN AFFAIRS, DEFENCE AND TRADE 

Senator FORSHAW—I was going to ask you to flesh that out a bit, but you have just done 
that. The other part of my question is: what are you doing about the actual contractual 
arrangements? I have not been asking questions on this like Senator Bishop has for seven years, 
but let me assure you I have been hearing about it for seven years. What I am getting at is that it 
seems to me that, if there were deficiencies in the actual contractual arrangements that were 
being entered into—and you might comment if there were any—which would enable you to 
apply more pressure or withhold payments, you may have picked up on some of those issues. 
You said, for instance, in the Tiger one you have gone to a performance rather than a cost-plus. 
Is much focus being directed at ultimately what the contractual arrangements are that you enter 
into so that you can get out of these things easier or quicker if the need arises and at a less cost 
than we have just had with Seasprite? Do you understand what I am saying? I am talking about 
the technical and legal aspects as distinct from assessing the performance at its various 
benchmarks. 

Dr Gumley—Absolutely. The contracts are absolutely critical. There are a few realities, 
though, about the overall international defence contracting space that probably need to be stated. 

Senator FORSHAW—I thought you would probably go to that. 

Dr Gumley—The first thing is that in many of the contracts, no matter how good the contract 
is, the Commonwealth ends up holding most of the risk anyway. I will give you an example. If 
you are building $8 billion of air warfare destroyers and you have companies whose market 
capitalisation might be measured in several hundreds of millions of dollars, how much has to go 
wrong before you bankrupt the company and you are left with half-built ships sitting on the 
dock? And who is going to finish them? So, it depends on who you are contracting with and how 
much risk they can manage. The first five per cent or 10 per cent of an overall project risk can 
probably be offloaded to a company through a contract, but you get to a stage where there is a 
mismatch between the magnitude of the dollars and the size of the business doing the work. 
Then you look at the companies that are bigger than the Australian Defence Force. Who has got 
the power and the game when you are dealing with, say, Boeing, which has 170,000 people, or 
Lockheed Martin or other really big companies who have the only piece of equipment that is 
suitable? We do our very best to get the best contractual terms, but no-one should ever be left 
with the view that the Commonwealth is able to offload all of the risk to the contractor. 

The corollary of all that is that you need a commercially savvy, strong and intervening 
Defence Materiel Organisation, or the equivalent in other countries, to manage the buyer’s risks 
intensively rather than just think you can just pay $100 and buy a widget. It does not work that 
way. To manage what I call that massive amount of residual risk that always stays with the 
Commonwealth, what DMO is doing is building up the professionalism of our staff in 
contracting, engineering and program management. Only by having a cadre of about 2,000 
experienced professional people are we really going to be able to manage the risk properly for 
the Commonwealth. This is a program that we started four or five years ago, and we are working 
at it very intensively. How many program managers do we have now, Mr Gillis? 

Mr Gillis—Over 400. 

Dr Gumley—We have gone from having no or very few qualified program managers four 
years ago to having over 400. We have graduated 400 qualified program managers in courses 



Thursday, 10 July 2008 JOINT FADT 13 

FOREIGN AFFAIRS, DEFENCE AND TRADE 

and in practical work over the last four years. The only way we are going to be able to reduce the 
Commonwealth’s risks on these big projects is by having really good people inside the DMO. 

Mr Gillis—We are leading the world in the development of training for very high-end project 
managers. We have developed with the Queensland University of Technology the first ever 
advanced executive masters program in complex project management, which is now the world 
leader. That was as a result of one of the lessons learnt, which was that managing these very 
high-end projects is a very high level skill. You need very special people to run those types of 
programs. We need to make sure that we train them as best we possibly can. These people are 
dealing in billions of dollars of taxpayers’ money and we need to make sure that we have the 
best possible people running those particular jobs. 

Mr ROBERT—What will be the impact of the billion dollars worth of savings that the 
government is looking at from the Department of Defence? I am making an assumption that you 
must contribute to that. 

Dr Gumley—I have offered five per cent savings across the DMO sustainment budget. 

Mr ROBERT—What is that total budget? 

Dr Gumley—That budget is about $4.5 billion, so I think we offered up about $230 million as 
savings. My rationale there is that every so often you can have a look at an industry structure in a 
country and you can work out ways that you can do things better. I reached the view that we had 
got to that stage in the sustainment world. I wrote to the chief executives and talked to them, and 
most of the chief executives have either rung me back or talked to me and said, ‘Yes, we want to 
be with you and make these savings happen through productivity improvements and improving 
the way we do things.’ So, in a cooperative approach with industry, we will get the five per cent 
in the sustainment area. On the service fee area, which is what pays for our program managers 
and engineers, we will do a lot of internal housekeeping to get the five per cent there. There are 
the standard issues: less travel and better process and so on. 

The area that might be of interest to the committee is the acquisition area. How do you get five 
per cent off our acquisition budget, which is somewhere between $4 billion and $5 billion? To 
make that happen we need to make some structural changes in how we do some of our 
acquisitions. For example, buying more military off-the-shelf products reduces your risk profile 
and therefore can reduce the contingencies that you need to write into projects for things that 
inevitably go wrong. That cash can be returned to government. We have to make some structural 
changes to the overall acquisition methods if we want to reduce the acquisition budget. 

Senator MARK BISHOP—Mr Gillis, you have made reference today, and in the past we 
have had discussions about these things, to increasing demands on the project managers, the 
education process and the upgrading of their skills. Hopefully, that will come to pass in due 
course. Dr Gumley, in your introductory remarks you referred to the need for a commercially 
strong DMO. Bearing in mind the structural changes that you are partway through implementing 
within the organisation to give it a more commercial focus, will that have any implications at all 
for disclosure regimes, reporting to parliamentary committees and the like in the future? 
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Dr Gumley—No, I do not think it does. It is the taxpayers who are our main stakeholder and 
we have an obligation to be able to show the taxpayers through the parliamentary processes, 
such as committees, and the Audit Office that we are spending the money properly. If 
committees wanted to go deep and meaningfully into individual clauses in contracts that would 
cause us some difficulty, particularly during the contract formation stage. But I do not think that 
a more commercially savvy DMO would lead to less scrutiny. You asked earlier about lessons 
learnt. On the Seasprite, the Audit Office has responded to a request from the parliament to do a 
detailed lessons learnt audit on the Seasprite. Ms Wolfe can give a couple of comments on that. I 
do this to indicate that we are not running away from what everyone needs to learn out of what 
happened with Seasprite. 

Ms Wolfe—We have been working with the Audit Office since December on the audit that Dr 
Gumley refers to. We have in the last couple of weeks been working with them through the final 
input to five of the 10 issues papers on the Seasprite project. The issues papers are due to be 
released formally at the end of July. We then have a 28-day period to respond to the matters that 
have been raised in the issues papers. The papers are to be tabled at this stage at the end of 
October. A large part of the focus in working with the Audit Office has been around the lessons 
learnt. It was a very long, very complex project and there is certainly a series of lessons that can 
be drawn from that project that we can then apply to the reform agenda in DMO. 

Dr Gumley—Did we make some mistakes on the Seasprite? Yes, and we would be pleased to 
discuss those as the Audit Office helps us through that learning process. I understand there is a 
Senate estimates round at the end of October. Ms Wolfe, does the report come out before then or 
not? 

Ms Wolfe—It will be fairly close to that, yes. The issues papers that we are focussed on 
currently with the ANAO are project management, the design acceptance process, the 
certification process and the advice that goes with the certification process. They are fairly 
germane to the lessons learnt that can be applied back into DMO. The papers that have been 
prepared and put together are quite lengthy and quite detailed. 

CHAIR—I suspect not every report the Audit Office does is read from cover to cover, but I 
can assure you this one will be by many. 

Ms Wolfe—Yes. We have been working with them very closely since the beginning of 
December to make sure that it is as accurate and complete as possible. 

Mr ROBERT—General Fraser, I would like to go back to the MRH-90. On page 29 of 
DMO’s annual report there is a section looking at key risks. The second one is delays to 
indigenous training. Cognisant of the fact that the development of the MRH-90 is far more 
advanced, there are 14 countries involved and there are 550 aircraft on order, have we had any of 
these aircraft delivered yet? There are four set for 2008, I believe. 

Major Gen. Fraser—Yes. The first two aircraft were accepted on 18 December last year. The 
flying rate for this first half of the year is not up to the level that we required. The mitigation that 
we have effected as a result of that is to advance the delivery of one of the aircraft from France 
by six months. That was brought out by C-17. The loading trial was completed, and it was 
delivered two weeks ago. Those aircraft are now flying and the training is well under way. The 
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training in France, unlike for the Tiger, was effected completely and fully. In fact, we 
overtrained; we completed more training in France than what we had expected to do as part of 
the risk mitigation. The training will commence here in earnest very shortly. 

Mr ROBERT—I am cognisant of the CEO saying that the MRH-90 is on track, on budget 
and on target. Looking at this key risk of delays to indigenous training, can you update the 
committee on where that risk is up to? Is it still a medium risk now that you have three— 

Major Gen. Fraser—I would consider that still to be a medium risk, because we have only 
just started the Australian version of the training program. The contractor needs to prove the 
delivery of equipment. As I indicated earlier, our program is the only one that is close to 
schedule; it is on schedule. It is a very tight schedule for us to achieve first operational capability 
for Navy in 2010, which is a first flight at sea. For Army, there is to be a troop of four deployable 
aircraft in 2011. The schedule to achieve that as a full operational capability is quite tight. I 
mentioned earlier also that we have been able to the lessons from Tiger across to this project. As 
to the technologies that are new in this aircraft—such as the helmet mounted sight and display, 
which are quite new technologies—we have been able to take those lessons from Tiger to help us 
with our domestic training program. 

Mr ROBERT—So we have three platforms, with two delivered in December and one in July? 
Is that correct? 

Major Gen. Fraser—That is correct. And the first Australian assembled aircraft should be 
delivered by the end of this year. 

Mr ROBERT—Do you expect any slippage in the project due to training in this country on 
the current three platforms? 

Major Gen. Fraser—At this point, no. It remains a high risk, but at this point I do not expect 
the capability to suffer as a result of training. We have some mitigation strategies. Because the 
programs are more advanced overseas, if ours were to delay we would seek to increase company 
sponsored training levels overseas, and we have utilised that already. 

Mr ROBERT—What options do we have overseas for training? 

Major Gen. Fraser—We have spoken about off-the-shelf and maturity. Our aircraft is almost 
identical to the German aircraft, the troop transport helicopter, and therefore we have a matured 
training system in Germany that we are able to access, as well as that in the factory; the 
Eurocopter plant. 

Mr ROBERT—How many platforms does Germany have operational? 

Major Gen. Fraser—I think it is 14 at this point. I would have to take that on notice. I am 
sorry, I do not know what the exact number is. 

Mr ROBERT—So there are sufficient numbers? 
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Major Gen. Fraser—There are sufficient numbers. It is far more mature than ours is. They 
delayed their acceptance until they matured the program, but it is still well ahead of our program. 

Mr ROBERT—Do you expect to have all 46 frames in operational service by the end of 
2011? 

Major Gen. Fraser—No. The first four for Army will be in service by 2011. That is the initial 
operational capability. All 46 aircrafts should have been delivered by the end of 2014. 

CHAIR—There are no more questions on the helicopters. It is clear we are not going to get 
through the list of items in the allocated time, so we will be coming back for some more 
discussions. Therefore, I thought I might turn to some of the bigger ticket items. Dr Gumley, you 
mentioned the difference between, as it were, comparatively small defence companies and those 
global giants. Let us turn to a project with one of the global giants, the acquiring of the AEWACs 
aircraft, Project Wedgetail. There is a fairly dramatic variation between budget and actual. It was 
anticipated in the budget in May that there would be a $439 million expenditure. In actual fact, 
$58 million was spent. Can you tell us why that variation occurred and where things are at? 

Dr Gumley—Project Wedgetail is of considerable concern to us. Air Vice Marshal Deeble is 
the project manager and is in the best position to give you detail. 

Air Vice Marshal Deeble—I came on to the program in June 2006. At that point in time an 
18-month delay to the program was declared by Boeing. In the following February of 2007 a 
further six months delay was declared, bringing the total delay to the program of in the order of 
28 months. Just recently, Boeing has declared a 10-month additional delay to the program, which 
is associated with delivering full operational capability to the aircraft. It intends to deliver an 
increment in the July 2009 timeframe, which will allow us to commence training. The significant 
variances in the budget are specifically related to those delays and the failure to achieve 
milestones on the program, including progress payments, and we have had to slip those out into 
further years. 

Senator MARK BISHOP—What is the current total delay? 

Air Vice Marshal Deeble—There are a number of milestones. The total delay to the delivery 
of the aircraft is 38 months until full operational capability. We will receive and accept aircraft in 
the July 2009 timeframe based on the current Boeing schedule and will be able to support 
training in that July 2009 timeframe. 

Dr Gumley—Incidentally, a critical lesson learnt here is the importance of the DMO having 
full visibility of the contractor’s schedule and the contractor being contracted to deliver that 
schedule to us. It is very hard for us to make estimates of money to be spent if we do not have a 
fully populated schedule. On Project Wedgetail we waited for that schedule for two years. 

Air Vice Marshal Deeble—Yes. 

Mr Gillis—Boeing, one of the largest defence contractors in the world and one of the largest 
aircraft builders in the world, was unable to provide us with a detailed schedule for some two 
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years and we waited. We were making our basis of estimates on our expenditure without clarity 
of that schedule. 

Senator MARK BISHOP—And we had not pinned them down in the original contract or 
subsequent variations to provide us with that? 

Dr Gumley—Contractually they were obligated to deliver us a schedule, but they did not. 

CHAIR—Were there any penalties involved in failure? 

Dr Gumley—We stopped paying them. We are not going to pay contractors for work they do 
not do. 

Senator MARK BISHOP—Were they doing the work but not providing the schedule? 

Dr Gumley—Yes. 

Senator MARK BISHOP—So, they were doing the work but not providing the schedule, so 
you were unable to confirm— 

Dr Gumley—We were unable to confirm where they were exactly. You can have a number of 
people crawling through the plant and looking at the aircraft, but when it comes to software 
development, radar development and the performance of the subcontractors and so on, you 
cannot have the full knowledge. You rely on your prime contractor to tell you where they are at 
and, just as importantly, where they are not at. 

Air Vice Marshal Deeble—The significant issues that we are confronting are the 
developmental issues associated with things like the multirole electronically scanned array 
MESA radar, and that is an area that is highly technical. We are at the cutting edge. We are the 
first customer of a first of type, so there are many issues associated with those developmental 
areas. 

Senator MARK BISHOP—We have contracted Boeing to provide a product and a timetable 
for delivery and there are milestones. Do we have anyone embedded at a senior level with the 
technical know-how to identify early on apparent non-compliance with contract milestones? 

Air Vice Marshal Deeble—We have a resident project team working co-sited with Boeing in 
Seattle. I also have a small resident team co-sited with Northrop Grumman in Baltimore. They 
are responsible for the development of the radar. I have a resident team with British Aerospace in 
Adelaide that provide me with the data and their assessment against schedule and the technical 
risks that we face on the program. We have a good insight. In some areas, in particular with the 
radar, we are constrained by technology transfer issues associated with the US, so we do not 
have full insight into some of those areas where those licensing arrangements with the US 
constrain us. We engage with US government agencies that provide additional support to us in 
that regard to provide some level of insight where we do not get through to that technology 
transfer. 
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Senator MARK BISHOP—With respect to the series of teams identified by the Air Vice 
Marshal, are they embedded to the extent such that they can keep you sufficiently informed? 
Secondly, do they have the level of technical know-how to keep you sufficiently informed about 
the progress of multibillion-dollar projects instead of you being told irregularly that the project 
has blown out by another 10 or 12 months? 

Dr Gumley—The embedded teams are absolutely critical for us to understand where the 
contractor is on their project. On Wedgetail, it would be fair to say that we were predicting the 
delays long before Boeing was acknowledging the delays. We were getting regular reports 
saying that there were this many milestones being missed and that technical delivery was not 
going to happen, and we were in a position in which we were informing government this extra 
delay a good year to a year and a half before it happened. The lesson learnt there is that if you 
are going to do a major international development program you must have embedded staff if you 
are going to do it effectively. 

Mr Gillis—One of the issues we are finding with both Boeing US and Boeing Australia is a 
systemic problem with schedule management. We are working with Boeing to assist them to 
improve how they conduct and draft up their schedules and to provide good schedule analysis, 
because the same problems in schedule management and delivery of schedule are occurring on 
Vigilair and HF Modern and a number of other Boeing projects. So we are working with the 
supplier to assist them in improving their schedule management. Boeing is a very good company 
in respect to its provision of commercial aircraft, but it is having some problems with its delivery 
of projects in Australia. 

Mr ROBERT—Considering the Air Vice Marshal’s comments on first customer/first of type, 
we have looked at the helicopters before with respect to again us being the lead country, and you 
said that there are two to three-year delay on development projects. Should we as a nation be 
first customer/first of type in what we do and what we procure or should we perhaps be looking 
at things like the MRH-90, where we are the second customer? 

Dr Gumley—The sweet spot is to be just behind the curve. It is no good being right down the 
back of the queue because you end up with obsolete equipment. The sweet spot is one or two 
years behind the lead customers. 

Mr ROBERT—Which is no different to banking or telecommunications or any other industry 
in the nation, because of our capitalised size—1.5 per cent of the world’s stock market and so on. 
Considering that, what is DMO doing to ensure that we are indeed one behind the curve as 
opposed to first customer/first of type? 

Dr Gumley—It is showing up in the risk assessments as we do new projects. A good example 
of that was the Air Warfare Destroyer decision. There was a competition, effectively, between an 
evolved ship—which is a nice way of saying a brand-new ship that has never been built before—
and an existing ship where you just do the absolutely necessary, but no more than necessary, 
Australian modifications. When they looked at the risk profile, the government chose the 
existing ship based on the Spanish F105 as a better place to be, because the Spanish have already 
built five of them. We were coming in as second customer. There will be some technical 
problems on the AWD, but there is nowhere near the risk you might have been taking on if you 
had been lead customer with a ship that had never been built before. The LHD is another 
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example. We are second customer there rather than first customer. That is the big amphibious 
ship. 

Mr Gillis—We have an embedded team of six staff working in Spain watching the 
construction of the first of the Spanish LHDs, which was launched a couple of months ago. We 
are learning with the armada about the procurement of their vessel, and one of the things that we 
are ensuring is that our vessel is as identical to the Spanish vessel as possible. We want as 
minimal change as possible. 

Mr ROBERT—Will you be recommending to government, based on your comments there, 
that we go with second customer status, that we go with embedding staff within project teams as 
much as possible, and that first customer/first of type should be a last resort? Is that a fair 
surmise of what you are leaning towards? 

Dr Gumley—There are some technologies for which just from the sheer capability point of 
view you might want to be right up the front, but my strong preference is not to be that lead 
customer unless you walk in with your eyes wide open to the risk profile that you are truly 
taking on. It is very substantial, because not only are you taking on the technological and 
development risks but the contracting risk as well, because you do not know what you are 
contracting for. When you are first customer and the thing is just being built, you do not know 
what you are contracting for. The analogy I like to make is this: if you buy a house, you get a 
standard real estate transaction and conveyancing contract of about 20 pages. If you buy a unit 
off a plan of a house that has never been built before, you can have contracts running from 500 
to 1,000 pages. Every single thing has to be written down because it has never been built before, 
and quite often when you buy off the plan you end up with something a bit different than what 
you thought you were buying. The same applies in other sectors of the economy. It is not just in 
Defence. When you go first you are taking on very substantial technical and contractual risk. 

CHAIR—Boeing works with the defence forces of other Western nations with which we have 
good relations. From our contacts with those other defence forces, have they also encountered 
situations where for two years they cannot get a schedule? Or are we the lucky ones? 

Air Vice Marshal Deeble—In the context of AEWAC, we do have contact with Turkey, 
which is the second customer for the AEWAC in the international context. They have had similar 
issues to us with respect to the schedule for their deliveries of the AEWAC. 

Dr Gumley—They are second customers, so they are learning from us. 

Air Vice Marshal Deeble—Clearly, they are on the tail of delays associated with the 
development of the systems that we share in common with their AEWAC aircraft. 

Mr ROBERT—The great irony is that the Turkish, being the second customer, will probably 
have a delivery date on the same day as us with considerably less cost, time and delay. 

Air Vice Marshal Deeble—They are converging. There are issues specifically related to the 
Turkish aircraft. There is Turkish industry engagement, so I would not like to comment on that. 
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CHAIR—Beyond the AEWAC platform, is this something that Boeing makes a practice of? I 
find it completely unacceptable and frankly quite surprising that an organisation as big as Boeing 
think that they can contract with the Australian Defence Force, the Australian government, for 
the supply of a critically important piece of kit and take two years to provide us with a schedule 
of work. Under any construction that is just unacceptable. I am trying to get some idea about 
whether or not this is a practice that Boeing seem to have with other purchasing nations and 
defence forces or whether there is something peculiar about our platform or whether, like I said, 
we are just the lucky ones. 

Air Vice Marshal Deeble—It is true to say the AEWAC is a very technically complex 
aircraft. There are some highly developmental elements, the MESA radar in particular. We have 
modified the electronic support measure system as well. We are integrating that into a new 
mission system. It is at the cutting edge. It has never been done in a 737 form before, so it is 
technically complex and that is part of the reason. It is not just the military. If you take the A380 
being developed by the Europeans and compare that to the Dreamliner being developed by 
Boeing, there are similar issues relating to the complexity of the program that make it difficult 
for them to be able to be definitive with respect to schedule. Technical complexity drives some 
of those schedule issues, in my mind. 

Mr ROBERT—So when Boeing put on a road show for us and fly out a 737 and land it at 
Fairbairn and lots of us go out there and have a look at it and they tell us how wonderful it is—
which I think happened about 18 months ago if my memory serves me correctly—we should not 
take from that that the platform they showed us or any of the things that they told us were 
necessarily anything to do with what we were going to get other than the shell? Maybe I should 
ask Boeing that question and not you. 

Air Vice Marshal Deeble—I am thinking that that was a rhetorical question. 

Mr ROBERT—Yes, that is a fair comment. 

Dr Gumley—Going a little bit further on contractors, the Commonwealth Procurement 
Guidelines allow you to take past performance into account when awarding new projects. 
Recently there was a project where Boeing was a nominated subcontractor and we told the 
contractor that it would be an excessive risk to use Boeing on a similar type of project where 
they are having difficulty in the other projects, and that contractor is finding an alternative 
subcontractor to do that project. 

Mr ROBERT—Are there any other first customer/first of type projects on the DMO’s project 
list, especially in the developmental space? 

Dr Gumley—Yes, there are a number of them. Perhaps we could check through our records 
and come back to you. 

Mr ROBERT—I am just cognisant that the first customer/first of type development projects 
that we have looked at have all got monstrous slippages. It might be worthwhile for the 
committee to have a quiet view of any others. 
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Mr Gillis—The Armidale class patrol boat was an indigenous, designed in Australia, first of 
class, never been built, 56-metre vessel delivered on schedule and on budget. 

Mr ROBERT—A great result. 

Mr Gillis—Yes, a great result. These things depend on the complexity. This is something 
which is not a complex vessel. It is a civil surveillance vessel and therefore it is a relatively low 
risk. 

Mr ROBERT—Is it built for civilian standards and not built for the military? 

Mr Gillis—It is built to civilian standards, whereas you are starting to talk about the first of a 
class of a particular radar, which have never been built and the physics have never been tested. 
To revert back to the discussion we had about Boeing, Boeing also has some significant 
subcontractors with respect to the supply of the radars and mission systems in BAE and 
Northrop Grumman. Their provision of their schedule data to Boeing also limited Boeing’s 
ability to provide it to us. I would not want to leave the committee with the impression that it is 
only Boeing’s issue. A number of major subcontractors were involved in that and, at the best 
request of Boeing, they were not able to get those detailed data out of their subcontractors. That 
is one of the issues in subcontractor management for these large primes that we are also working 
with. 

Dr Gumley—Nor should we leave the impression that everything Boeing does is 
unsuccessful. If you look at the C-17 heavy airlift aircraft, that is a hugely successful project. It 
came from the end of the production line; four C-17s in service now on time, on budget. 

Mr ROBERT—Granted, although that was not a development project; we were, what, the 
10th or the 20th customer? 

Dr Gumley—No, we were about the third customer, but they had already built about 100 of 
them for the US Air Force before that. 

Mr ROBERT—We were not first customer or first of type? 

Dr Gumley—No. 

CHAIR—Again, perhaps you can check the details and at some later point give the 
committee advice if there are other examples. 

Dr Gumley—Is the question limited to the top 30 or to all 200 projects? 

CHAIR—We will just limit it to the top 30, unless someone specifically wants to go beyond 
that. In rounding off that discussion about the AEWAC, this is a vital capability that we, as a 
committee, over many parliaments have been regularly informed of as being essential. Indeed, it 
has been a stated objective of governments for at least 15 years in published white papers to 
acquire it. This is going to challenge the record books: at least 15 years, off the top of my head. 
They managed to put a man on the moon 10 years after JFK said it was a good idea. This is 
taking a long time to produce what we all understand to be an important capability. Some of 
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those reasons have to do with decisions that governments of both political persuasions made 
over that 15-year period, but I think there would be many people in the parliament keen to see 
that program conclude satisfactorily. Because of time, I would like to turn to one other important 
acquisition, perhaps even more important than the one we have just been talking about, and that 
is the new air combat capability AIR 6000, the JSF. I have an easy question first. Do we know 
how much we are likely to be paying per platform for these? 

Dr Gumley—Yes, we know approximately. There are a few things that are affecting the 
pricing and I would like to spend a minute, if I may, taking you through those. 

CHAIR—Please. 

Dr Gumley—Some time ago I said in jest that there are actually 108 different prices for the 
JSF out in the marketplace and every one of them is correct. You get to that funny situation 
because there are different models of the JSF. People are quoting them in 2002 dollars, 2008 
dollars and 2014 dollars. There are different people doing the estimating. There are different 
equipment fits. There is a lot of public confusion about what the price is likely to be. There are 
foreign exchange effects, of course, because the Australian dollar has changed a lot against the 
US dollar over the years, and so any answer that we give you on the price is going to be 
conditioned as to exactly what aircraft we are buying in what year and at what exchange rate. 
That is the condition. I will give you the number in a moment. The other key item is that unlike 
civilian aircraft programs where normally the companies have a commercial incentive to get you 
to buy early to get their production line going and therefore will give early buyers a discount, in 
military aircraft as they build the production line, under the US way they pay for aircraft, the 
early aircraft costs you a lot more. Typically, early aircraft can be two or three times the price of 
aircraft two, three or four years later, coming down what I call the experience curve, as they 
build up production, knowledge and capacity. The implication of that is that there is actually a 
commercial incentive for all 11 existing proposed customers of the JSF to rush to the back of the 
queue, because who would want to be left at the front of the queue spending the extra money 
buying the early aircraft unless you have an absolutely driving capability need. That quickly 
leads to destabilisation of the program, because if everybody wants to delay purchasing so they 
do not buy the expensive early aircraft, the production line never really gets going at the rate that 
gives you the volume effect that is going to drive down the costs of the JSF.  

So, as we hear today and over the next few months, this has become recognised by the US 
authorities and it has become recognised by the eight foreign governments. We are now looking 
at how we stabilise the program by getting everybody to make their commitments and everybody 
pays the same price for the aircraft for, say, the first five years of production. As soon as you can 
get people to make that commercial decision you then actually reduce the costs for everybody. 
The alternative of everyone going to the back of the queue is that the fixed costs of the program 
keep going; they have to be paid by somebody, so every aircraft becomes more expensive. We 
are in a fairly interesting stage at the moment working with the US authorities to get what is 
called consortium buy or level pricing, but whatever we want to call it is about getting the same 
price for each of the first five or six years of production of the aircraft. 

Senator MARK BISHOP—So, everyone is in a prisoner’s dilemma? 
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Dr Gumley—Yes, it is a prisoner’s dilemma. If you all act together everybody saves money. 
As soon as people start breaking ranks, it costs everybody money, including the person who 
breaks ranks. The awareness of that is dawning on the buying community and people are 
working out how to do something about it. So, as an estimate of where I think the pricing is, I 
would be surprised if we paid more than about $75 million a copy for the aircraft, measured in 
2008 dollars and assuming we buy at least 75, or three squadrons. As you are aware, there are 
proposals for 75 and 100. Whichever quantity we may buy, it is a white paper decision and I will 
not speculate there, but it is of that order. Even if one were to buy 100, $75 million times 100 is 
$7.5 billion, which is well within the project’s upper limits of $12 to $14 billion in the DCP at 
the moment. So as I sit here today, the JSF is affordable. I do not have any significant issues with 
the cost. When it comes to schedule, are we the first customer? No. If we were to go ahead with 
the plans that we have been looking at over the last couple of years, we would be buying 
approximately the 70th aircraft off the production line. We are certainly not the first customer; 
there would be three or four customers before us, but we would be buying them early enough so 
that we are actually getting the benefits of their advanced capabilities. 

Senator FORSHAW—Why is there such a revelation now? Why are people only coming to 
understand what you have just outlined? It sounds a bit like a Dutch auction where people 
deliberately wait back but then some try to get in early. The way that works is that the price can 
be very high at the start or low at the start. Maybe I am missing something. I am just a bit 
perplexed. With this sort of project and the sort of money involved, you are saying that 
prospective purchasers are only now starting to come to understand that they are all better if they 
keep together rather than go off at different stages. I do not know why people are not aware of 
that. 

Dr Gumley—So why is this program different and why is this late awakening happening? 

Senator FORSHAW—Yes. 

Dr Gumley—In most of the US military aircraft programs the sole customer has been the US 
government. In other words, the US government pays all the costs of the program, come what 
may. So it did not matter; someone has to buy the early aircraft. It is the US government, and it 
did not matter. What makes this program different is that in this case you have three US 
customers, the Marines, the Navy and the Air Force, and eight countries, maybe nine and 10 
coming. Different countries, as different customers, have different economic decision-making 
cycles. What has made it different is that it has been a joint international program from the start, 
and stabilising the program for price is something that people are looking at very seriously now. 

Senator FORSHAW—I understand that. Maybe I am too naive on this, but I just wonder why 
the eight countries would not have understood that at the time they decided to get involved in the 
first place? Surely they would be thinking that if you get involved in something like this it is 
clearly in your mind. I would have thought that it is going to reach the point when you are going 
to make the critical decision as to whether you go through to completion. 

Dr Gumley—At the Joint Strike Fighter CEOs conference of July 2007, I recall leading a 
discussion with the foreign countries, explaining this and pointing out the need for a cooperative 
buying program to reduce everybody’s costs. At that stage a number of the customers had 
already worked out that they could get a better deal for themselves at the benefit of other people 
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by delaying but they did not look at the cumulative effect of everybody delaying. So, we pointed 
out—and let me be very clear about this—in Australia’s case, if we delayed a couple of years 
and we do not get this consortium buying or level pricing, it is a half a billion dollars extra price 
tag to our taxpayers. We are not playing with small amounts of money. This is a serious 
commercial negotiation we have to have. 

CHAIR—Reading from a quote about the program: 

DOD’s recent plan to reduce test resources in order to pay for development cost overruns adds more risk to the overall JSF 
program. Midway through development, the program is over cost and behind schedule. 

That was evidence given by the Government Accountability Office to the US Armed Services 
Committee in March this year, just a couple of months ago. How does that impact on us? What is 
our assessment of that, and how does that fit with the cost analysis that you have just given us? 

Dr Gumley—The cost they are referring to relates more to the development costs of the 
aircraft, and they have gone up. It is likely that each of the customers will be asked to pay a 
small part of that extra cost. At the moment we are expecting Australia’s contribution, if we are 
asked to pay, will be less than $1 million per aircraft, so $75 million is not a huge amount. We do 
agree that the fixed cost or the development costs of the aircraft have gone up, but what we pay 
will be a relatively small portion of that. On schedule—it would be good for the committee in 
fact to go to Texas and have a look at the production line. 

CHAIR—We can be talked into that. 

Dr Gumley—It is extremely impressive. The first half-a-dozen aircraft are rolling down the 
production line now. It is a highly mechanised plant. I have no problems with the aircraft in my 
head in schedule, in capability or in manufacturability. The program is going well. There is 
extensive test and evaluation work going on, and in any development program like JSF there are 
of course a few delays. Many of the delays are behind us. That is when the aircraft went 
overweight about three years ago and that put a one- to two-year delay into it, and the GAO is 
referring to that also. If the government were to go ahead with this program, we are still 
confident of getting our aircraft late 2013-early 2014 for the first ones. 

CHAIR—I am sorry, Mr Gumley, my reading of the report is that the GAO is not referring to 
those earlier delays at all. It is referring to things like the decision to eliminate two test aircraft, 
which I understand was driven by concerns in the United States within the program with the 
actual escalating costs and the time delays, which it says reduced flight tests, revised test 
verification plans and then went on to state: 

Officials from several prominent defense offices found that the plan was too risky because it increases the risks of not 
finding and fixing design and performance problems until late into production, when it is more expensive and disruptive 
to do so. 

That is not old news. That is evidence a couple of months ago talking about decisions within the 
program that the GAO says will increase the risk of errors and increase the risk of additional cost 
later in the program because that early testing is not being done. In fact, the sort of risk 
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mitigation you described before that DMO was doing, which seems to me to make good sense, 
about that front-end analysis is being shed or reduced in respect of the JSF. Is the GAO wrong? 

Dr Gumley—The GAO’s comments have been contested by the program, the contractor and 
others. It becomes a matter of balance as to how pessimistic or optimistic you are on that. You 
are absolutely right: if you reduce the number of tests, you increase the risk. That is correct. 

CHAIR—They are reducing the tests. 

Dr Gumley—Yes. No-one is disputing the two test aircraft will not be built and therefore the 
tests they were going to do will have to be done on the other aircraft. 

CHAIR—And that increases the risk? 

Dr Gumley—If you had a bit of ability with the other aircraft to do the tests, they can do the 
tests. 

CHAIR—We are talking about first of type/first buyer. 

Dr Gumley—Yes. 

CHAIR—This is new technology, so all of those risks that we have spoken about earlier today 
we know need to be factored into this. 

Dr Gumley—Yes. 

CHAIR—We now know that the original planned testing program has been modified for 
reasons of cost and scheduling difficulties that the program has encountered, again increasing the 
risk, which seems to run counter to the best practice purchasing you described earlier. I would 
like to read another quote from the same submission to the US House committee. It states: 

We do not think the official JSF program cost estimate is reliable when judged against best practice cost-estimating 
standards used throughout the federal government and industry. Specifically, the program cost estimate is not 
comprehensive, accurate, well documented, or credible. 

I would say that is pretty damning. 

Dr Gumley—As I said, our information is that some of those statements are being contested 
by others. 

CHAIR—How have we tested it? We are investing not just a great deal of money but also a 
great deal of our future national security on this platform, and it is a discussion to have with 
others from Defence as to whether or not perhaps we are on the right path with all of that. I do 
not propose to go into any of that with the DMO. But given the critical nature of this capability 
for Australia’s security, given the fact that I think it is the single largest acquisition the 
Commonwealth will have made since  Federation, what are we doing to satisfy ourselves about 
the matters to which I have referred from the GAO? 
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Dr Gumley—We do have embedded staff in the program.  

Group Capt. Thornton—I believe we currently have six military members in the program 
office. Additionally, we have DSTO members embedded and we also have four members who 
are operating out of the embassy, too, from DSTO and two military members. So, we have an 
overview that way. As well, the program office response to the GAO report has commissioned an 
independent assessment of the overall project cost. 

CHAIR—Who commissioned that? 

Group Capt. Thornton—The GSF project office has commissioned an independent 
assessment. 

Senator MARK BISHOP—The DMO? 

Dr Gumley—No, the US. 

Group Capt. Thornton—No, The US GSF project office. The results from that should be 
known by the end of this year, which would be prior to our second pass submission. So, we 
should have a greater fidelity of information. 

Dr Gumley—This is important. We have not gone to second pass approval yet. We are in the 
phase of risk mitigation. 

CHAIR—I will be happy to talk about how Air 6000 has been conducted from day one. I 
hope to get time to do that but I doubt we will do that today. I would be more than glad to have a 
look at what has been done about evaluating alternative platforms since Air 6000 was first 
announced.  

Senator MARK BISHOP—On this point, we have done first phase and we are getting up to 
second phase in the JSF. The government has commissioned a two-part review on the JSF and 
that has been delivered. Were issues raised by the chair in terms of the fidelity or accuracy of the 
costs and the dispute between US procurement agencies and the GAO over their part of the two-
part review commissioned by the current government? 

Dr Gumley—Yes. Neil Orme had a look at the GAO reports as part of his review. As you 
recall, his second part of the report is still with government for consideration and we cannot talk 
about its contents. 

Senator MARK BISHOP—No, but the first part has been received and actioned by 
government. 

Dr Gumley—Yes. 

Senator MARK BISHOP—The second part has been received by government and is still 
under consideration. 
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Dr Gumley—It is still under consideration, and Mr Orme had all the documents necessary. He 
had the GAO reports and all the various documents, so it has all been considered. 

Senator MARK BISHOP—Can you just remind me of Mr Orme’s title? 

Dr Gumley—He was the chief reviewer for Minister Fitzgibbon’s NACC program review, the 
air combat capability review. 

Senator MARK BISHOP—The part 2 review is a strategic review of the utility of the craft 
and our need for it. That is a different issue to the issue of the dispute and the costings that the 
chair is raising. 

Dr Gumley—But of course you cannot decouple that from schedule and cost and everything 
else, because if an aeroplane is going to be very late then you miss your capability need. Mr 
Orme had to have a look at all of that, and then you have to have a look at affordability, how 
good the aircraft is and recommendations on how many you might need. These were the sorts of 
issues that Mr Orme was considering in his capability review. 

Senator MARK BISHOP—Is considering or has considered? 

Dr Gumley—Has considered. His report has finished. It has been given to the government for 
the government to consider. 

Senator MARK BISHOP—This issue of the huge discrepancy in costs, timelines and the like 
has been specifically considered and he has come to a conclusion on that? 

Dr Gumley—Yes, but I cannot talk about that. I do need to qualify also when I put that figure 
on the table of not more than A$75 million that that is at a 92c exchange rate. 

CHAIR—I am sorry, which exchange rate? 

Dr Gumley—About a 92c exchange rate. If the Australian dollar tanked down to 50c, I do not 
want to be held accountable in three years time as saying that I misled you. 

CHAIR—I noted that you said in 2008 dollar terms, so I assume it was roughly current. 

Dr Gumley—It is roughly current exchange rates. 

Senator MARK BISHOP—I will just finish off this point. Mr Orme has considered the 
discrepancy between costings provided by the US procurement office and the GAO over there. 
He has considered the material and as part of his report he has made a set of recommendations to 
our government as to the way it should go forward? 

Dr Gumley—I personally have not read his final report, because it was a report he was 
making to government, so I do not know precisely what is in it. 

Senator MARK BISHOP—You are unable to confirm that this issue raised by the chair has 
been adequately addressed? 
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Dr Gumley—I know that Mr Orme questioned our project team on aspects of the GAO 
findings. I know they were questioned on it, but what Mr Orme has put in his report I do not 
know. 

Senator MARK BISHOP—Thank you. 

Mr ROBERT—We are second first-of-type but we are the fourth customer and you believe 
we will get the 70th aircraft—we will not hold you to that because you are not responsible for 
their schedule or workflow—in late 2013, early 2014. When does aircraft number one roll off? 
What date will the first customer get their aircraft? 

Dr Gumley—AA-1 has been flying for about a year now. 

Group Capt. Thornton—December. 

Dr Gumley—It is eight months—the first aircraft has been flying for about eight months. 

Group Capt. Thornton—It was the year before in December and the first model has flown 
about two months ago. 

Mr ROBERT—Probably a better way of looking at it is: can you tell us when the 10th will be 
off? I am trying to work out what is the gap between the initial entry to service of an aircraft in a 
country’s air force and when we get our 70th. 

Group Capt. Thornton—The US marines are the first service to declare operational 
capability and they are planning 2012 for IOC, and the USAF I believe is at 2013. 

Mr ROBERT—Is it fair to say that there will be at least 18 months between the first customer 
receiving a substantial amount of aircraft for a combat capability and us receiving ours? 

Dr Gumley—I can give some data that might be helpful. Assuming no customers defer and 
assuming no-one plays that race to the back of the queue and everything I talked about, there is 
planned to be nine aircraft in 2011; 13 in 2012; 28 in 2013, of which we might get four, but those 
four will probably be rolled out a little bit later; and in 2014 there are 68. 

Mr ROBERT—Therefore there could be at least three years between the first combat capable 
aircraft flying in an air force, in this case the marines, and the Australian Air Force receiving its 
aircraft? 

Dr Gumley—Those aircraft that I have just given you are the conventional take-off and 
landing, so in addition to that there is the STOVLs, which the US marines are getting, and that is 
how there is a discrepancy between the numbers for the conventional ones and the 70th aircraft 
off the production line. You have to add the two numbers together. 

Mr ROBERT—With respect to managing risk, cognisant that some of the testing has lapsed, 
what is your view from a risk point of view that there may well be two or three years and 70 
aircraft that go before ours has at least two or three years of flying and a potential for combat 
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flying of the aircraft prior to getting ours? How does that mitigate the risk of a reduction in 
delivery? 

Dr Gumley—You have picked it precisely. You have got two to three years of mitigation and 
so if the US slip a bit because of the T&E program, there is two to three years to catch up. In 
some ways it is analogous to the MRH helicopter that General Fraser talked about, that the 
Germans are running ahead of us and they have slipped a bit, but our program as a subsequent 
customer is okay. 

Mr ROBERT—I do not have a lot of experience in aircraft design or how it rolls off 
manufacturing but, looking at other aircraft that the world operates and has built over that two to 
three year period, is it normal for aircraft designers to pick up issues that fold back into the 
design so that the 50th and the 60th and the 70th are better platformed with more bugs fixed than 
the first and the second? 

Dr Gumley—Absolutely. There was a problem with the first aircraft, which has been flying 
for over a year now with one of its electrical actuators. That has caused a problem, and they have 
had to redesign the electrical actuator that goes in the aircraft. 

Mr ROBERT—What degree is the risk the Commonwealth mitigated by us receiving the 
aircraft three years after the first batch go to the marines? 

Dr Gumley—I talked earlier about the sweet spot of where you start acquiring aircraft and I 
think we are pretty close to it. The alternative is that you delay further and further. Of course the 
government has also confirmed the other major risk mitigator, which is purchasing the 
squadron’s Super Hornets, so in that whole decision about Super Hornets, which is the first part 
of the air combat review, and the government confirmed to go ahead with the Super Hornets is 
your master risk mitigator. Just supposing a disaster happened and something blew up in the 
aircraft and it was back to the drawing board with another two-year delay, Australia is getting a 
squadron of Super Hornets to cover a capability gap that does not exist now but could exist if 
something unexpected or disastrous happened with an alternative program. 

Mr ROBERT—You may not be able to answer this. In your opinion are the Americans 
looking to deploy their initial aircraft into combat early? 

Dr Gumley—I do not know. That is a capability question that I cannot answer. DMO is the 
acquiring organisation. 

Mr ROBERT—The question I am going to is: by 2013 will an air force, most likely the 
Americans, have deployed the JSF into combat? 

Dr Gumley—We do not know. 

Group Capt. Thornton—Major General Davis is the CEO of the program and he stated at 
one of his meetings that he believed that by 2013 a JSF would have been in some combat 
operation. 

CHAIR—When do we think that we will have a squadron operational, if we acquire them? 
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Dr Gumley—2015. 

Group Capt. Thornton—2015 is when we are planning initial operational capability and that 
would be with the first squadron operational in Australia and then it will build up from there. 

Dr Gumley—With every one of these advanced platforms it takes a number of years for the 
military to actually develop training, doctrine and practices. It is one thing having the physical 
airframe available at an airport, but then there is a lot of work to do to get it up to full operational 
capability. A good example there was the Collins submarine. The Collins submarine took three 
or four years for the crew to work up to full operational capability once the boats were working 
effectively. The Wedgetail aircraft is going to take a couple of years again to work up to full 
capability, and I would imagine any new airframe we introduce is in a similar situation. That, of 
course, is why we are keeping the classic Hornets going until towards the end of the decade, just 
to make sure there is a coverage. 

CHAIR—You mentioned the JSF office is conducting a review of the GAO report. Who is 
doing that? 

Dr Gumley—That is the JSF office in the US and not our people. 

CHAIR—Yes, I understand that. Are they doing it themselves? 

Dr Gumley—Yes. 

CHAIR—I am just wondering about the prospect of the JSF office doing a review to see 
whether or not it is in fact making the mistakes the GAO says and coming up with the finding 
that says that they did make those mistakes and just forgot to tell you until the GAO reported it. 

Dr Gumley—I will take that one on notice because I do not have that detail. 

CHAIR—Just on that GAO report where it goes to the question of costs, the DOD reported 
that total acquisition cost estimates increased by more than $23 billion since their last report in 
March 2007. That is a $23 billion increase in the 12 months. They went on to say that it is a $55 
billion increase since the program underwent a major restructure in 2004. That seems to be a 
fairly significant cost blow-out, $23 billion in one year. 

Dr Gumley—Yes. I think a lot of that is based on extending the production line to longer 
years out. My understanding is the GAO report is based on out-turned dollars, in other words, 
inflation adjusted dollars, so as you start extending the program out you get more inflation 
coming into the total program. 

CHAIR—This is not the GAO’s estimate—and I am referring to page 5 of their report. They 
state that DOD reported the total acquisition cost estimate increased by more than $23 billion 
since their last report in March 2007. If it is what you say, I suppose what they are saying is that 
they now anticipate a dramatic increase in inflation over the life of the project that they did not 
have before—or what a common reading of it would tell us is that there has been a cost blow-
out? 
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Dr Gumley—We will get some information back to you on that. 

CHAIR—But we do not know? 

Dr Gumley—I am sure we do know in our program office. I do not personally know. 

CHAIR—I could read a whole raft of other sections of this report but there are only one or 
two that I will trouble you with. Suffice to say, it is a worrying document. I should point out that 
I did in fact give advice to the CDF some weeks ago that I would be raising a number of issues 
associated with the GAO report, so I am a little surprised that we do not have some more direct 
answers about it. I quote from the report: 

Midway through its planned 12-year development period, the JSF program is over cost and behind schedule. The program 
has spent two-thirds of its budgeted funding on the prime development contract, but estimates that only about one-half of 
the development work has been completed. The contractor has extended manufacturing schedules several times and test 
aircraft delivery dates have continually slipped. Repercussions from late release of engineering drawings to the 
manufacturing floor, design changes ... force inefficient production line workarounds. 

Are we dealing with this? We have heard that we have a team of people over there. What are 
they doing in respect of these matters? 

Dr Gumley—First of all, we do acknowledge there have been schedule slips. Where there is a 
difference between the program office and the GAO is in the extent of it. There is no doubt there 
have been schedule slips and people are trying to come to grips with the magnitude of them. 

CHAIR—I will not go through some of these other things at this time. There is one other 
matter, though, that I would be interested in your comments on, and perhaps it is something that 
we need to also raise with the CDF and Chief of Air Force, and that is the alternative engine 
program for the JSF, which I understand is no longer the case. There was a competing engine 
supplier arrangement. The GAO makes comment about that and expresses concerns on the effect 
of doing away with that engine competition. Can you tell us anything about that? 

Dr Gumley—For a number of years the project has said that the alternative engine program 
probably was not necessary and congress has reinserted it each year. There are conflicting 
arguments. One is that running two development programs, two development engines, means 
that you have got double the fixed cost and double the engineering cost. The alternative is that it 
provides competition in the marketplace for years to come and will keep both the engine 
manufacturers keen and competitively focused. So there are two rival views and that has been 
played out over the last few years. I can see merit in both arguments. 

CHAIR—The Defence annual report refers to the acquisition of the Super Hornets and the 
JSF giving Australia a key edge in air combat capabilities. I am not trying to split hairs, but I just 
want to be clear about this. When we talk about a ‘key edge’ is that synonymous with air 
superiority? The committee has for some time expressed concerns about our capacity to maintain 
dominance in air superiority. 

Dr Gumley—They are questions for Chief of Air Force. As I said, we are the acquiring 
organisation. 
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CHAIR—That is fine. There are no further matters on the JSF that anyone wants to raise? We 
are slowly but surely going through the list. Before we go on to the air warfare destroyer I would 
like to discuss the FFG. There are two upgrade programs on the FFG. In separate visits with 
Defence and briefings the committee was made aware of some concerns on the upgrade program 
for, if memory serves me correctly, the radar suite. Can we get some advice about what is 
happening at the moment with the FFG upgrades? 

Cdre McKinnie—Admiral Robinson is overseas on duty. The FFG upgrade program is at a 
challenging stage where we are nearing the completion of a great deal of the development and 
production work but getting to the deliberate, difficult completion and sign-off phase. The 
project has had many delays, and that is well and truly on the public record. We are now closing 
the gap on the final systems, which are the key issues for Navy accepting them and taking initial 
operational release of the capability. 

The lead ship, HMAS Sydney, was offered for initial operational release and last year Chief of 
Navy elected not to take initial operational release due to his requirement for the capability to be 
improved prior to delivery. The key issues there were with the electronic surveillance system, 
which is a very high-sensitivity electronic warfare system, a very sensitive receiver, and it is all 
about detecting the electromagnetic environments and providing early warning and queuing for 
the above-water warfare combat systems. There were additional issues that he was concerned 
about in terms of the maturity of the integrated logistics support package and some issues about 
safety case documentation—in other words, making sure that we were delivering a capability 
that was safe and fit for service. 

We have been working with the prime contractor, ADI Limited, now trading as Thales 
Australia, for some time and their subcontractor, Rafael, to work in a collaborative fashion to get 
the Rafael electronic surveillance system over the line. It is a C-Pearl ES system, electronic 
surveillance. We have had good progress and successes during this year of debugging the 
system, finding faults in software, finding faults in some of the inputs for that system, and we 
had a trials program in HMAS Darwin in May this year which has given us increased confidence 
that by about November this year we should be able to demonstrate a compliance system that 
meets the contracted requirements. It is on that basis that we wish to then reoffer that capability 
for Navy for consideration. It is important to the Chief of Navy in the context that this is a 
warning receiver and in his frame of reference it is a key issue in a decision to deploy the ship 
into combat operations. So we are on an ES system get-well activity to improve that capability. 

There are other issues with the Link 11 tactical data link, which is also an important inter-
operability and communications issue for deployment. That is being fast-tracked as best we can. 
We are working with the endgame in mind. We have a real determination to provide the best 
available capability to keep our Jacks and Jills at sea safe and to give the best delivery of that 
capability. 

In the total capability requirement of this upgrade the real issue was major reliability programs 
and upgrade of the weapon systems, and many issues there have been well and truly 
demonstrated. We have major upgrades to the radar and sensor suites and they have been well 
and truly demonstrated. The anti-air warfare capability of the FFG is much improved with the 
installation of the evolved Sea Sparrow missiles and a Mark 41 vertical launching system in the 
forward part of the ship. That is a huge capability multiplier and we know that the ship is far 
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superior in anti-air warfare terms to the premod-up, pre-upgraded FFG. By the way, the Turkish 
Navy is seeking to leverage off our experience of that package involving the Sea Sparrow 
missile and vertical launching system, Mark 41, and they want to become a second customer of 
that development effort. 

We have much of the ship capability demonstrated. We are on a get-well program to get over 
the line on the electronic warfare electronic surveillance systems and tactical datalinks and 
working with the contractors to deliver the best capability. The critical review point will be in 
November this year, which is a key contract milestone for delivery and acceptance of the lead 
ship, its combat systems and the supporting software. 

Senator MARK BISHOP—All of your testing and trialling on the three or four problem 
areas have well and truly been carried out now. Are you assessing the data that is derived from 
the trials? Is that correct? 

Cdre McKinnie—We are assessing data from program trials over several years. We have had 
to provide additional trial windows for demonstration and debugging of the electronic 
surveillance system. There was a major trials window in May. We have programmed further 
trials in August to again assess the adequacy of the new software fixes from Rafael that they 
have developed as a result of the May trials. We are taking every window of opportunity, be it 
alongside or at sea, to test and debug these systems and provide the best evidence not just to us 
as the organisation holding Thales and ADI to account but also to provide that evidence for Navy 
with the confidence they need to use the capability. 

Senator MARK BISHOP—The reason I asked the question is because we had a discussion 
on this issue, about a month ago from memory, with Mr King who has taken overall 
responsibility for this project. My memory of his comments was that the trial had been done in 
May, that Navy and others were reviewing the data, that the reviews to that date indicated 
satisfaction with the trials and the data and there would be further work down the line, which 
you have confirmed. But I had gained the impression from Mr King—and I might be wrong in 
this—that the revision of the contract, the allocation of different and extra people by Thales and 
the heightened work programming in terms of the trialling and the data analysis had led Navy to 
a not final, but indicative, view that the ships would come online in terms of capability towards 
the end of this year. I am hearing you now not being quite as firm as Mr King. Are you saying 
50c each way or has there been a change in position by Navy in that time? 

Cdre McKinnie—No. I have a different style of description from Mr King. I was present at 
that same hearing. The issue is that we are DMO and my belief is that Mr King’s statement at 
that time was that DMO have a high level of confidence that we can be able to get an acceptable 
system, contractually compliant by November this year, which would be the basis for Navy to 
then say, yes, we can take initial operational release and deploy that capability. There are two 
sets of transactions. One is for us to take contractual acceptance and the second is Navy signing 
off with initial operation of release and deployment. 

Senator MARK BISHOP—Who is the negotiating party—DMO or Navy? 

Cdre McKinnie—DMO. 
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Senator MARK BISHOP—Does DMO do the contract? 

Cdre McKinnie—Yes. 

Senator MARK BISHOP—And if you are satisfied in November of this year that there has 
been delivery of all contract terms, you sign off and authorise payment. Does Navy then have 
right of rejection of the ships that DMO, the contracting party, has signed off on? 

Cdre McKinnie—I believe it is, yes. Navy makes its own initial operational release decisions 
based on advice from DMO and other authorities. They have an RAN test, evaluation and 
acceptance authority, RANTEAA. They conduct independent assessments and operation 
evaluations.  

Senator MARK BISHOP—I knew that was the case—that is why I asked. So DMO, as the 
contracting party, can contract to buy initially six—later four—ships; have extensive contract 
review; the prime and its subcontractors can comply with all terms of the reviewed contract and 
DMO can then say that the contract has been 100 per cent complied with and recommend 
acceptance; but Navy—the user—according to you, has an absolute right of refusal to accept the 
ship or ships for a range of reasons you just outlined. How then, in terms of the discussion we 
have been having for the last two hours regarding all those matters, do we have a workable 
commercial procurement industry? 

Mr Gillis—There is also a different player in the capability development group led by 
Admiral Tripovich. They are effectively the broker between us and the services. They are the 
capability definers, managers et cetera. The other part of it is that in the FFG program Navy 
works very closely with us in the program management stakeholder groups. So this is part of the 
discussion where I know Mr King has been working very closely with the previous Chief of 
Navy and with the current Chief of Navy to ensure that there is no confusion when we actually 
get to this delivery stage. Historically, a number of vessels have taken many years to be formally 
accepted by the Navy. We are advocating a significant improvement in that process and working 
more closely with Navy to ensure that there is not that gap between their expectations and what 
we actually deliver against the contract. 

Senator MARK BISHOP—We know that there has been contract scope change in a whole 
range of projects over the last 15 years and that the agency—Army, Air Force, Navy or whatever 
it is—that is going to use the equipment in due course has a whole range of expectations. But if 
the contract has been complied with, the product has been delivered and the negotiating party, 
DMO, certifies to that extent, how does Navy with whatever expectations they may have get the 
right to refuse delivery of the product when the negotiating agent, DMO, certifies that the 
contract has been complied with? 

Mr Gillis—That is a very complex question. 

Senator MARK BISHOP—It is a simple question. 

Mr Gillis—It is very complex in that there is not a simple answer to this, because you will get 
over a period—for example, the FFG program which has lasted some nine or 10 years—what 
they call ‘contemporary requirements’. They have different operational scenarios and different 



Thursday, 10 July 2008 JOINT FADT 35 

FOREIGN AFFAIRS, DEFENCE AND TRADE 

operational requirements which are genuine things that the Chief of Navy might request of us. 
What we have got to do is delineate those requirements from our contractual position with 
Thales. We have got to complete the contractual obligation with Thales. If in fact Navy does 
have additional requirements—genuine operational requirements—they would then go to 
capability development through Admiral Tripovich. Admiral Tripovich would then consult with 
government about whether funding and schedule were applicable and then they would come to 
us and say that they needed additional capability or additional requirements until that vessel is 
operational. 

Senator MARK BISHOP—With due respect, that is a different issue. If the contract as 
reviewed, drafted and agreed has been complied with and the negotiating party so certifies and 
delivers the product to the agency, Navy or Air Force may well have a whole range of 
expectations and different operational requirements post-November 2008. I accept that. But that 
has nothing to do with the reviewed contract as signed and delivered in February 2006 or 2007. I 
want to know how we can have industry certainty when Navy can say post-November 2008 that 
its then operational demands are not satisfied by a ship that its negotiating agent signed off on 
whenever we did the upgrade review. That just strikes me as virtually commercially improper. 

Mr Gillis—I agree with you. Having come from a shipbuilding background myself and 
having delivered ships to a number of navies around the world, the position that delivering what 
you have contracted to deliver should be accepted, and should be accepted by the organisation, is 
a principle that I hold to and I know that the DMO also holds to. There are difficulties in that 
acceptance process. I think that is one of the things that David Mortimer is actually looking at in 
his review of the acquisition process at the moment. 

Senator MARK BISHOP—Does this then come down to a dispute between the principal 
negotiating arm, DMO, and the agency to which you deliver the respective service? Does that 
have to be resolved between yourselves as a protocol? What I am hearing you say is that there is 
this grey area of dispute post November this year, which may or may not be a problem, but if it 
is a problem obviously industry is going to bear a large whack of the cost. 

Dr Gumley—No, industry is only required to deliver what is in the contract. It would be 
unconscionable of us to ask industry to do more than that. As far as we are concerned, Thales has 
to produce what is in the contract. 

Senator MARK BISHOP—And when they do? 

Dr Gumley—And, when they do, then we have to have the debate with Navy about 
acceptance into service. 

Senator MARK BISHOP—What happens if Navy just play hard-ball for whatever reason? 
What if they say, ‘We don’t want the ship, Dr Gumley,’ and they eyeball you to that effect? 

Dr Gumley—I have got nowhere to go, have I? The money for the project has been spent. If 
they do not want the ship, they do not want the ship. 

Senator MARK BISHOP—Can you anticipate that happening? 
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Dr Gumley—I would not like to speculate. 

Senator MARK BISHOP—Okay. We will revisit this in due course. 

CHAIR—I understand from earlier briefings we had with you some weeks ago about 
arrangements for the DMO to have negotiated up front a clear arrangement with the respective 
service, that that part of the process has improved, but it might be useful for the transcript if you 
want to say something about that. 

Mr Gillis—Having just recently worked as the program manager for the LHD program, we 
had two years of consultation with Navy, Army and Air Force to ensure that the certification 
baseline for those ships was absolutely documented down to the condition of the PA speaker in 
the second level being assessed at a particular standard by a particular person for the first vessel, 
not the second, and that would be acceptable, and that was signed off by 11 signatories within 
the services. 

The difficulty we have with a legacy program like FFG was that the documentation of the 
acceptance process and all that sort of thing was not as clear as it should have been. One of the 
things that we have increased and we have improved significantly is to ensure that the 
documentation about what we as an organisation, DMO, actually have to deliver through 
capability development to the services is documented as best that we can at the time prior to 
contract, which is a part of the Kinnaird two-pass process. We actually have documented tender 
quality pricing with detailed processes in respect of acceptance because that is what industry 
wants. Industry wants clarity of exactly what they have to deliver to us. So there was a three-way 
process between industry, DMO and the organisation. But also with capability development 
there is the broker to ensure that everybody was clear about the requirements. 

Senator MARK BISHOP—Coming to November 2008, the trials are done, the data is 
analysed, Dr Gumley is prepared to certify that the contract has been fully complied with and he 
wants to hand the ship over to Navy: who makes the call as to whether Navy accepts? Is that a 
decision for Chief of Navy? Is it a decision for the CDG? Is it a decision for the minister or his 
nominee, or who makes this call? 

Dr Gumley—The Chief of Navy has the right to accept a ship into service. 

Senator MARK BISHOP—Is that by practice or by statutory fiat? 

Cdre McKinnie—I believe it is by practice. Over many years we have had a good process 
that has run for ship acceptance delivery. It has been improved with the Kinnaird windows and 
with more rigour in defining initial operational release and operational release. Those processes 
are evolving. In the Navy world we have a ship acceptance certificate, TI338. Anzac ship 
program: it has worked really well. When the contractor believes that he is able to offer a 
contractually compliant product there is a formal offer. There is a disclosure of everything we 
know about the state of the ship and its systems, trial cards, problems and bugs. There is never, 
ever, 100 per cent full compliance of every requirement and contractual issue. We then go into 
the ‘so what’ analysis about the significance of those issues and we make resolutions as to what 
issues have to be resolved by the contractor at their expense post delivery, what needs to be 
resolved by DMO and what other issues need to be resolved by Navy. They are in various 
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categories which are risk based and a number of them are focused in the safety regime. It is all 
about assessing that fitness for service. That TI338 is then  the basis for us saying to Navy: ‘We 
want you to consider this for operational release or initial operational release.’ 

That TI338 set of certificates is supplemented by a bunch of other assessments made by Navy 
and specifically by the RAN test evaluation and acceptance authority. Recommendations are 
taken by Director-General, Navy Certification Safety and Acceptance, a role I used to have. We 
go to CN and present a case. We say, ‘This is what you have got, Sir; these are the risks, these 
are the transitional measures proposed by contractor, DMO and Navy,’ and away we go. 

Senator MARK BISHOP—The reason I pursued that issue this morning is that for many 
years now Dr Gumley and Mr Gillis have been telling us about the significant improvements that 
have been needed and that they have set about implementing within the DMO as to a whole 
range of issues. Over time, we and other committees have seen the improvement before our very 
eyes. That is credit to everyone. I was just a bit surprised when I have been approached by a 
range of industry participants in the last two or three months who have advised me of this 
position that key armed forces have the absolute right to refuse delivery of a platform or a 
product notwithstanding the fact that the agency that has negotiated on their behalf, the DMO, 
either has signed off or substantially signed off on contract compliance. 

Dr Gumley—The way to get it right is to make sure that the original specification is correct, 
because then there will not be a dispute at the back end. 

Senator MARK BISHOP—Yes. 

Mr Gillis—And there is a distinction between those issues that are safety related—and it is 
absolutely critical for us to ensure when we deliver a ship that it does meet all the current and 
contemporary safety requirements—as opposed to some things which may be a capability 
enhancement. They are the things we have to say no to unless we have a process in front of us 
where capability development, government and the services have agreed to the funding and to 
the schedule to actually deliver those particular aspects. 

Dr Gumley—And with a 10-year program it is possible that the bad guys have done 
something different with military technology and you need to do something to upgrade your 
platform pretty much as you are bringing it into service. That can happen. The correct way of 
doing it is probably a new project fully open and visible to everybody, fully costed, and you 
work on it then. Of course, we did that with the Collins submarine. The contract went for many, 
many years and then there was a subsequent project, C1439, which was to bring it up to the next 
level of capability. At least that was open and visible to everybody. 

Mr Gillis—An example of the improvements is that we were able to recently deliver a 
replacement to HMAS Westralia actually ahead of schedule and under budget and Navy 
accepted. We did go through a TI338 program where we actually had a number of deficiencies in 
respect of the ILS et cetera. Tenix, who delivered the vessel, was paid a bonus for delivering 
ahead of schedule and actually meeting all their criteria, but there were a number of items that 
we had to improve and work with Navy on. Navy accepted the ship and the ship is in operation. 
There are still some things that were outstanding that we are resolving even today. 
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Mr ROBERT—When the Chief of Navy met with the committee 10 weeks ago he expressed 
that his single biggest concern was the Rafael Sea Pearl electronic surveillance system. My 
understanding is that the tests earlier this year failed to meet all the requirements of Navy and 
that you are moving forward to October-November. If the Rafael Sea Pearl does not pass, what is 
the plan? 

Cdre McKinnie—We are focused on satisfying the contract requirements and the 
requirements of Navy right now. Our energies are very much focused on getting Sea Pearl over 
the line. I have been given advice by General Manager Programs, Warren King, that we are not 
in a world where we can resort to looking at alternative systems in the current funding 
environment, and I think that is a valid incentive to all of us to perform. Our friends in contracts 
are very aware of what is at stake; we have to get Sea Pearl over the line. I am aware of the 
opinions that were presented by RAN to Chief of Navy and some of the issues that were raised 
by Chief of Navy. It comes down to the level of confidence in the tests that were done. It comes 
down to the interpretation and analysis of the test results and Rafael is playing a strong line 
saying we believe that the requirements have been substantially met and we are closer to 
compliance. DMO is working to get them there. We know we have further remedials and 
improvements to do to address the operational concerns that were observed by the Navy 
operational community in those May trials: angle of arrival detection errors and what is called 
emitter-splitting are phenomena that we are investigating and providing system fixes for now. 
We are focused on getting the Sea Pearl system to the highest level of capability possible and 
offering that to Navy. I have to add here that the requirements baseline against which the Sea 
Pearl is being offered evolved after the original contract was signed. The FFG contract was 
signed against a certain system of specification and the detailed operational requirements and 
operational concept documentation for FFG upgrade evolved after that contract signature. This is 
a pre-Kinnaird project. It is imperfect. Some of the reason why we are having pain and 
difficulties in demonstrating the required capability is precisely because of the immaturity of 
requirements that were originally put in place. 

Mr ROBERT—Whilst I understand all of that, you are still the acquisition organisation 
which means you actually need to have a risk-mitigation strategy and a plan for when things do 
not go right. So the question remains: if the tests in October-November do not meet 
requirements, what is the plan? 

Dr Gumley—It will go back to the defence investment committee and it will have to go 
through the government processes again because there will be no money; therefore, anything that 
is alternative will have to be funded from somewhere, which means we are into an entirely new 
acquisition process. 

Mr ROBERT—Are you implying that the October-November trials are indeed a drop-dead 
trial? If it does not pass then we are back into a new funding process? 

Cdre McKinnie—The FFG upgrade prime contract has absolute requirements on the prime, 
ADI, trading as Thales, to provide delivery and acceptance of lead ship in its systems in 
November this year. Final acceptance of the total program is in November 2009. The obligation 
is on them to demonstrate a compliant system and, yes, that is a very pointed position of review 
where, as you say, no-go decisions could be made. 
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Dr Gumley—If the contract has been met and the system is still not suitable to Navy, we are 
then in the position of saying, ‘What do you do next?’ 

Mr ROBERT—That is correct, which is where the senator took us before. 

Dr Gumley—If they have not met the contract then it is the contractor’s obligation to remedy 
until they do meet the contract. There are two issues: one is if they do not meet the contract, that 
leads you down one path, and the other is that they meet the contract but it is still not acceptable 
to Navy and that leads you down another path. 

Mr ROBERT—On that line, putting aside Navy for a second, if come October-November 
they do not meet the contract, is DMO intent on actually giving them more time to meet the 
contract? 

Cdre McKinnie—We have also been looking at what would happen if Sea Pearl were never 
going to get over the line. In a systems engineering and what-if way forward, we have made 
investigations about the suitability of alternative systems. There has been engineering scoping 
work. There have been RF surveys and a level of expenditure on checking an alternative system 
that we believe could meet Navy’s requirements. In fact, it was the lead competing system that 
was being considered at the time the Sea Pearl decision was made. We have evaluated that 
system in the joint EW support unit in South Australia. 

Mr Gillis—One of the things we have to do is ensure that we do have a contractual obligation 
through Thales to Rafael to give Rafael every opportunity to actually deliver against their 
contract. And that is what we are doing. We are focusing on that. We have risk mitigation 
strategies but we are not putting our resources towards that. Our resources are being put towards 
actually getting the Rafael system to work. 

Mr ROBERT—Is it fair to say that Rafael understand the seriousness and the absolute need 
to make their system work come October-November? 

Mr Gillis—Absolutely. It is one of the reasons why we have our senior program manager 
actually directly involved with the service chief to ensure that he is actively involved in ensuring 
that Rafael and Thales understands and that everybody understands the critical nature of getting 
the right decision. 

Mr ROBERT—The spectre of the Seasprite is haunting us all. I would suggest the committee 
will take a degree of interest in the October-November trials. 

Mr Gillis—As will we all. 

Dr Gumley—You asked earlier—and I invite your comment as to whether you want to take it 
on—which are the top 30 projects and so on. 

CHAIR—Yes. 
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Dr Gumley—Would it be convenient if I referred the committee to page 21? This might be 
the easier way of doing this. I will just read through the projects and put them into three 
categories. 

CHAIR—Yes. 

Dr Gumley—The Globemaster C17 is off the shelf. The F18 Hornet upgrade is an integration 
project where you get the kit from overseas but clearly you have to get the wiring and do 
everything yourself locally, so I put that into integration. The next F18 Hornet project is also 
integration, as is the third one—the structural refurbishment. I should point out that all of the 
F18 Hornet projects are going well. I have no concerns with them. For the ADF air refuelling 
capability we are a lead customer. At the moment we are suffering about a five-month delay on 
that project. It is not as bad as many of the other lead projects but there is about a five-month 
delay. The MRH is off the shelf. We have already debated that. If there are delays in other 
countries I guess we are getting close to a lead, but it is off the shelf. We have pretty much found 
ourselves as the lead customer with regard to the Tiger, although we did not start as the lead 
customer. We are the lead and only customer with regard to the Seasprite. We are the lead 
customer with regard to Wedgetail. AWD is an off the shelf design, but it is an integration 
project, so we have lowered the risk. We have discussed that. Eagis combat system is off the 
shelf.  

CHAIR—How many American ships have got Aegis? 

Cdre McKinnie—Plenty. 

Dr Gumley—It is 82 or some number like that so we are well down the line there. We talked 
about Armidale class; we are the lead customer there but it is more of a commercial design. That 
project has entered service and is doing a good job. FFG is somewhere between an integration 
project and a lead customer. We have just debated that. The SM1 missile replacement is off the 
shelf. For a long time now we have been the lead customer for the Anzac ship project. Anti-ship 
missile defence is lead and technological high-risk—the ASMD projects. I might be able to 
discuss that with the committee at some other time. The replacement integrated torpedo system 
is off the shelf using an American torpedo. The Collins class reliability is lead customer. We are, 
in fact, the only customer because we have got a unique design. The replacement combat system 
is off the shelf. It is the American combat system that we have to integrate into the submarine. In 
land division, the tank is off the shelf and on time and on budget. It is purchased FMS. It is low 
risk and is going well. It is being used. We are a lead customer on the M113 armoured vehicles 
and you saw from the amount of money delayed between there and there that we dropped about 
$100 million of spend that year because the brakes did not work and it took a year for the 
technological issues around the braking system to be proved. That project is back on track again 
now but it did go through the lead customer process. 

We are lead customer on Project Bushranger. Integration is the Echidna project. The 
lightweight torpedo is an integration project. We have got some difficulties on that. That is where 
the issues are—in the integration. We are off the shelf for the actual torpedo itself. Explosive 
ordnance reserve stock is off the shelf. Jindalee was lead customer. Vigil Air was lead customer 
and only customer. Amphibious maritime support is a combination of off the shelf and 
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integration in the joint strike fighter by the time we get the 70th aircraft. It is a development 
project now but it will be off the shelf by the time we get around to taking aircraft. 

Mr ROBERT—That is about half; about 14 out of 30? 

Dr Gumley—Yes. 

Major Gen. Fraser—The number of aircraft accepted by Germany is eight at this point in 
time. That is eight NH90. Plus there are a number of other nations that have accepted aircraft. 

Mr ROBERT—Can I take from that that if push came to shove on indigenous training that 
there is an opportunity for us to train on those eight? 

Major Gen. Fraser—There is a means to gain training through the company, that is correct, 
whether it is with them or with other nations. 

CHAIR—I want to thank you all for your presentations. We are clearly behind time. I am 
proposing to keep with the schedule so that we do not dislocate the timing of others who have 
arranged to come here at predetermined times and will reconvene at some future time to go 
through a range of other matters. But I do appreciate the evidence that has been given. As has 
already been mentioned by Senator Bishop, those of us who have been around this debate for 
some time appreciate the improvements that we have witnessed in the way that acquisitions 
occur. Billions of dollars of taxpayers’ money is spent each year on Defence acquisitions. It is 
never going to be an easy thing because of both the volume and the nature of what you are 
acquiring. You will always, I suppose, get the rougher end of the pineapple here than might be 
the case elsewhere, but it is also appropriate for us to acknowledge that there really have been 
improvements. I recall spending about a year doing a report on government purchasing about 15 
years ago and the changes that have occurred from then until now are dramatic and positive. 
Thank you for that, and I look forward to seeing you at a future hearing. 
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[11.34 am] 

SYMON, Brigadier Paul, Director-General, Preparedness and Plans—Army, Office of the 
Chief of Army 

CHAIR—Whilst we are doing the change of chairs, I might take the opportunity to welcome 
Senator Arbib to what I suspect is his first parliamentary committee meeting. Welcome. If I am 
right and this is your first meeting, you have started on a high point. This is the best committee 
in the parliament, Joint Foreign Affairs, Defence and Trade. Welcome. 

I also welcome Brigadier Symon and other representatives from the Department of Defence 
who may be with him in giving evidence in respect of a couple of matters the committee has 
flagged, that being Abrams tanks, the current and future role of armour and of course the 
question of the hardened network for Army and the Enhanced Land Force. 

Although the subcommittee does not require you to give evidence on oath, I should advise you 
that these hearings are legal proceedings of the parliament and therefore have the same standing 
as proceedings in the respective houses. Do you wish to make any opening statements to the 
committee? 

Brig. Symon—No. 

CHAIR—I might actually invite you to start with a bit of a statement then on either of the two 
topics or if there are specific questions we could also go to that. 

Mr ROBERT—Have we taken full delivery now of our full complement of Abrams tanks? 

Brig. Symon—Yes, we have. 

Mr ROBERT—Does that include our heavy lift transporters as well as recovery vehicles and 
so on? 

Brig. Symon—That is correct. 

Mr ROBERT—For how long have they been in service now? 

Brig. Symon—They have been progressively coming into service for the last couple of years. 
For example, the tank transporters came in subsequent to the arrival of the first tank, so it has 
been a progressive buy under different regimes. Some of the tank transporters are here now but 
they were not necessarily synchronised with the arrival of the tanks. But right now we have got 
the tanks, we have got the Hercules armoured recovery vehicles that we need for the tank and we 
have got the transportation. 

Mr ROBERT—Have you taken delivery of ancillary products like the camouflage skirts that 
were being developed? 
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Brig. Symon—We have subsequently upgraded through what is known as TUSK a number of 
enhancements to the Abrams tanks. Some have arrived already. Some are under way. There is 
quite a list, and I am quite happy to go through that list with you of various enhancements of the 
type that you describe. It is the TUSK program. Some of these enhancements are very much 
cutting edge, very much distilled from lessons learned in theatres around the world at the 
moment. TUSK is a survivability kit with a number of enhancements. We are watching that very 
carefully and we are bringing those onto the program where we see it as appropriate. 

Mr ROBERT—Who is driving the TUSK program? 

Brig. Symon—As to who is driving it, it is clearly DMO who are a key player in the TUSK 
program but of course Army is an energetic and demanding customer of all the enhancements 
whether it is the Abrams tank, the ASLAV, the M113s or anything else. We are a very demanding 
customer, and it is a very lethal environment out there. The US is learning a lot on a daily basis 
where they have the Abrams tank deployed on operations overseas, and we watch their 
developments and their progress very, very carefully. We use TUSK to improve the survivability 
and improve the situational awareness of the tank. I guess in a program that does not have 
unlimited resources it has to be carefully prioritised by taking advantage of those clear 
developmental winners that help with the survivability of the tank. 

Mr ROBERT—What is the time line for full delivery of the elements of the program? 

Brig. Symon—It is really quite an ongoing program. Maybe I need to go through some of the 
enhancements to give you an idea of the elements to it— 

Mr ROBERT—If you could just provide the committee with the ongoing program of exactly 
what is going to be delivered when? 

Brig. Symon—Okay. The areas that are being acquired progressively from now include the 
loaders armoured gun shield, the loaders safety shields, the 50 cal remote thermal site and the 
Abrams reactive armour tile. Then there are a number of developmental parts to this that we also 
hope will come in under this program but, again, they are developmental. I guess it comes back 
to the conversation you had with Dr Gumley; we do not seek to be the first customer off this. In 
fact, the imperative, of course, is with the US to get these developmental parts to TUSK on 
board their platforms as a high priority to us. We are also very comfortable to allow that to occur 
and to watch how that goes. 

Mr ROBERT—My understanding from speaking to the Commander, 1 Brigade, is that the 
communications equipment within the tank is actually not compatible with the wider 
communications architecture that is used within 1 Brigade so the commander, using his normal 
battlefield network, cannot communicate with his various sub-units; he actually has to move to 
another communications platform to speak to his regiment of tanks—is that correct? 

Brig. Symon—That is correct. The complexity of communications is hard to deal with. You 
have actually got to break it down to all of the component parts, but to keep it as strategic as 
your discussion with Commander, 1 Brigade, under a number of projects, but primarily JP2072, 
we are seeking to resolve that particular issue as quickly as possible. I think you would 
appreciate that the level of situational awareness and the bandwidth in communications that goes 



FADT 44 JOINT Thursday, 10 July 2008 

FOREIGN AFFAIRS, DEFENCE AND TRADE 

into an Abrams tank today is considerably more than anything we had on the old Leopard tank. It 
is not totally surprising with the complexity of the communications suites and the situational 
awareness that you have on board that as we move from the Leopard to the Abrams tank it was 
not possible to synchronise completely the communications and situational awareness to give it 
its full capability. It is a very high project. It is a very high project for DMO and for the Chief of 
Army right now. 

Mr ROBERT—That is JP2022, is it? 

Brig. Symon—JP2072. 

Mr ROBERT—Do you have a delivery date for that? 

Brig. Symon—I do not have the dates in front of me. I can get that. 

Mr ROBERT—At a preparedness level, do we have a squadron or at most two squadrons that 
we could actually deploy to a battlefield tomorrow? 

Brig. Symon—Perhaps if I answer as to the one squadron which is our obligation, what 
government requires of us and what the CDF requires of Army in terms of a collective capability 
with the Abrams tank, we can meet that. We have been able to meet that. There are some 
serviceability issues which you are clearly hinting at here but through all of those serviceability 
issues we are still able to deliver for government the capability that we are required to deliver. 

Mr ROBERT—If government was to make a decision to deploy a squadron of armour, how 
long would it actually take Army to do that? For example, have we actually trained with armour 
on C17s for delivery? 

Brig. Symon—I cannot answer that specific question whether it has been placed on board a 
C17. Maybe the best way to answer this is to say that many, many Abrams tanks have been 
placed on C17s over the last few years, without a doubt. The real answer to that question that 
you have asked is: it depends on where government would ask those tanks to go. Clearly, there 
are different levels of threat. At the top end of the spectrum there are a number of enhancements 
under TUSK that I talked about before that I think Army would be laying out for government in 
very clear language, I would hope, exactly what the vulnerabilities might be in a very high-threat 
environment and why it would materially be in our interest to make sure that some of those 
TUSK survivability enhancements are either bolted on or placed in, or whatever, before we 
deploy to those very high-threat environments. There are many scenarios at levels lower than 
that where we would be very comfortable to deploy the Abrams tank and feel very comfortable 
in so doing. 

Mr ROBERT—What is the notice to move for that squadron? 

Brig. Symon—I should have prepared myself on the security for this— 

CHAIR—In my experience we do not normally get that advice, certainly not in an open 
hearing. 
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Brig. Symon—Thank you. 

CHAIR—But it is not the sort of thing that should be disclosed at an open hearing. I am a 
little interested in one of the answers you gave to Mr Robert’s question about the deployment of 
the Abrams. There is a need for some upgrade and there is some work being done about that if 
they are to be deployed into a high-threat environment. These are main battlefield tanks. They 
are comparatively new in their technology. I suppose the question is what is the point of having a 
main battlefield tank if it cannot go onto a main battlefield? 

Brig. Symon—Perhaps ‘the glass is half empty’ has come out in me and it should not have. It 
is a world-class tank. The Australian Army is very, very proud and pleased to be operating the 
Abrams tank. It is the world’s best and that is the view of the Australian Army. The sort of 
enhancements that I was being asked about are unsurprising in this day where an adversary is 
looking for chinks in the armour and is looking for opportunities obviously to either destroy or 
disable the tank. We are in an enhancement cycle that is very important not because we are 
deployed right now but clearly all members of the Army are interested and watching what 
happens around the globe. The sort of enhancements that I am talking about like the gun shields 
and tiles and things like this, this is not a statement to say it is a bad tank at all because it a 
world-class tank, so I am sorry if I have misled or misunderstood the nature of the questions. I 
was really talking about some weapon sights and some enhancements to shields and the like that 
in the bigger scheme of things are very, very minor but important survivability enhancements 
that can be taken to the tank. 

CHAIR—If the government of the day wanted to have a squadron deployed to one of the 
locations where we currently have troops deployed, how would you imagine we would get them 
there? Would it be airlift, would it be by sea or would it be some combination? 

Brig. Symon—Yes, we could do either or both. We have the indigenous capacity to be able to 
move them by sea. We have the indigenous capacity to be able to move them by air. 

CHAIR—There were probably a couple of questions that came up when we were in Darwin, I 
think in Mr Hale’s electorate, with the brigade talking about some of these matters that we 
probably need to refer to Chief of Army, CDF or others. Can you give us a rundown on where 
hardened Army is at? 

Brig. Symon—Both hardened and networked Army and the Enhanced Land Force, both 
initiatives, or just the— 

CHAIR—I am happy if you want to do them together. 

Brig. Symon—In many ways it is easy to do it together because the two programs, whilst they 
are discrete decisions of government, all speak to one issue, which is that Army is growing by 
over 20 per cent over a 10-year period and clearly bringing in a number of capabilities. Perhaps 
if I just describe where we are at the moment. Firstly, inside Army we have been doing a lot of 
synchronisation work over the last 12 months building an Army plan that synchronises the key 
ingredients to this growth and synchronising it over the next 10 years. You would be aware that 
7RAR and 8/9RAR are key elements to the growth of Army. Currently, 7RAR is ahead of its 
scheduled path for growth and for development; 8/9RAR is on schedule. In terms of 7RAR 
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being ahead of schedule, that is somewhat fortuitous. They are midway through a deployment to 
Baghdad at the moment. They are, in conjunction with a troop from the 2nd Cavalry Regiment, 
performing the duties of the security attachment to our embassy staff in Baghdad.  

The growth in personnel, as I say, with 7RAR is ahead of schedule and with 8/9RAR is on 
schedule. It is true that the real challenge lies ahead next year and the years after. The early 
growth that we had planned with the battalions was very much in the infantrymen, which are the 
easier-to-get trades, and we have been recruiting very well with infantrymen. Army is very 
conscious that from next year onwards some of those more difficult trades and specialists need 
to start coming on board into both the battalions as well as some of the other elements that we 
are gaining through HNA and ELF. There are a number of initiatives underway to try and help us 
with those specialist trades in order to get better balance across the Army. That will be a real 
challenge for the HNA and ELF programs, I would contend, next year and beyond. 

As to the other elements of training, because of the growth of the two battalions, over the last 
six months Army has had to adjust by a couple of degrees the manner in which we post our 
workforce into training command to facilitate the increased throughput that we need under HNA 
and ELF; but also of course, with the ADF gap year and the 500 that are coming to Army on an 
annual basis, the throughput has increased and we have needed as a matter of priority to put 
more people into training command as instructors and the like, and that has worked very well. 
Initially we had to temporarily detach people to perform those instructor duties but now we are 
reaching the point where they are permanently posted to be able to deal with the throughput that 
we need.  

There are other two components I would mention, just to give you the overview. A big 
component of the resourcing for HNA and ELF is for the equipment that goes with both the 
battalions but also other elements that are growing under HNA and ELF. Obviously we have a 
support agreement with DMO on the provision of those equipments and we are now about 90 per 
cent of our way through actually articulating, spanner by spanner and hammer by hammer, 
exactly what is required. That has been a big body of work in its own right over the last 12 
months. Finally, with regard to facilities, the interim facilities—you were saying you were up in 
Darwin recently—are in the process of being delivered for 7RAR now. There are four training 
command facilities that are being enhanced: Kapooka, Singleton, Liverpool and Puckapunyal. 
Most of that work is already complete. It will be completed by the end of next month. As to 
HNA facilities in Adelaide, the permanent facilities for 7RAR in Adelaide have now been 
endorsed through the Parliamentary Standing Committee on Public Works. The PW submission 
for 8/9RAR’s facilities in south-east Queensland will be taken to the PWC in 2009. 

CHAIR—What you are telling us is that things are on schedule? 

Brig. Symon—In the case of 7RAR they are ahead of schedule. The challenge that I have 
mentioned thus far, and which I think I have declared rather starkly, is that we have had the win 
with the easier part of being ahead of schedule in the personnel area. Army is very, very 
conscious that the harder part, which is the specialist trades, is ahead of us. In terms of our plan, 
the rubber starts to hit the road on that next year. 

CHAIR—That will be in some of the specialist areas? 
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Brig. Symon—Yes. 

CHAIR—We will have an opportunity to talk about that later today. 

Senator MARK BISHOP—Talking about the South Australian facility, where is the issue at 
with respect to the land reacquisition in terms of the facility out there in the north of Adelaide? 

Brig. Symon—I cannot answer that. It is an infrastructure division area of expertise. Army per 
se does not get into the issues of land negotiation. 

Senator MARK BISHOP—You cannot help this committee with that? 

Brig. Symon—I cannot help you, no. 

CHAIR—In relation to Abrams, there was one question I meant to ask which deals with 
bridge-laying capacity in the field. What is the situation with being able to provide crossing 
capabilities for the Abrams? We do not have a variant for that, or do we? 

Brig. Symon—No, that is correct. The Army is looking at ways. Obviously, we are in a white 
paper year and the DCP is being rescrubbed over. It is an area that Army is aggressively looking 
to— 

CHAIR—Have you got a recovery vehicle? 

Brig. Symon—Yes, we have got six Hercules recovery vehicles. I think it is six; I will just 
check. 

CHAIR—Do we have a bridge-laying capacity for the old Leopards? 

Brig. Symon—The Leopard tank had a bridge-laying capability which served us very well for 
many years but it is unable to be used for the Abrams tank. I am sorry, my correction: we have 
got seven of the Hercules armoured recovery vehicles. 

CHAIR—I would have thought it was pretty integral for operational tasks to have that bridge-
laying capacity. It was not considered as part of the original acquisition? 

Brig. Symon—I do not know whether it was included as part of that original OCD or the 
capability documents that were put together and whether it was excised, and that is why we now 
seek to place in that capability. I was not on the program at that point in time.  

CHAIR—That is fine. 

Mr HALE—What sort of programs are we starting to put in place to address the skill 
shortages within the Army to service Abrams tanks and the like? 

Brig. Symon—There are two parts to that. In relation specifically to the Abrams tank and the 
serviceability issue, we have surged tradesmen up to Darwin. I am not sure when you were up 
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there but just in the last month or so we surged tradesmen up there to assist with some 
serviceability issues. That is why our global serviceability rate is up over 70 per cent at the 
moment, which is a better position than it was in. 

Senator MARK BISHOP—What do you mean by ‘surged’ tradesmen? 

Brig. Symon—Under a contract that DMO has with civilian tradesmen, we asked for and they 
were able to find and provide the people, to move some tradesmen in a surge capacity, if you 
like, up to Darwin, to help us with some of our serviceability. That has been paying dividends 
and has occurred in the last month or so.  

More broadly on the question of how Army is trying to balance—and you will have General 
Slater here this afternoon—what Army has done in the last 12 months in particular is that there 
are now some trade transfer initiatives and bonuses that we are now using to advantage those 
people who seek to move from, say, infantry into some of the specialist trades that we need. That 
is paying dividends. Secondly, and this is more culturally and less from the money perspective, 
something we are doing to help ourselves is that we are moving experienced warrant officers out 
to the regions as part of trade transfer teams to sit down with the soldiers who might be 
considering a second part to their career. They may have had three or four successful years as a 
cavalryman, an infantryman or something like that and it is about that time where they are often 
looking to leave the military. We are quite aggressively, but I think sensibly, sitting down with 
those individuals at about that three- or 3½-year point and suggesting to them that we can—
some people would take offence at me using the word ‘upskill’—reskill them to give them a 
second career, second to none. Whether they remain in the ADF or whether they choose to leave 
the ADF, we can provide that reskilling for them. That requires a cultural shift. It requires a 
really good conversation between these trade transfer team people and the soldiers and it is 
starting to pay dividends. It is the sort of program that does not cost a lot of money but it talks to 
the culture of the Army and changing our language with the young fellows or young ladies that 
are serving, and I think that is going well as well. 

Mr HALE—If we did happen to deploy the tanks would we have the capabilities of having 
service teams go with them? Obviously we would have to. Have we got that capacity currently? 

Brig. Symon—Yes, we would. 

Mr ROBERT—We have got a project within DMO for self-propelled artillery. I am not aware 
of what the delivery date is. If we were to deploy armour overseas as part of a combined arms 
team, what is the risk of not having self-propelled artillery as part of that combined arms team? 

Brig. Symon—There are a number of ways you can fight as a combined arms team. I think 
the Army will always debate amongst itself the optimum way to fight as a combined arms team. 
If, for example, we found ourselves in a place where part of that combined arms team, in other 
words the artillery, was using lightweight guns supporting Abrams tanks, supporting ASLAVs, 
supporting M113s, that combined arms team would firstly be advantaged by the fact that the 
range of the lightweight gun is significantly more than anything that the combined arms team 
has had ever in the past. The range, the reach, the precision and the accuracy of the lightweight 
gun, if there was the sort of mismatch that you are hinting at, can be mitigated through tactics, 
techniques and procedures. 
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Mr HALE—Regarding the movement of 7RAR, what would be the impact on personnel of 
Robertson Barracks after that move? 

Brig. Symon—You could answer that in a number of ways. Clearly, there will be a movement 
of a certain number of people from Darwin to Adelaide. I guess you would have heard up in 
Darwin what the feelings are about that. I think the broader sense is that having a footprint of 1 
Brigade in both the far north and, if you like, the far south, in a personnel sense is very attractive 
to a number of people. For those who are very much of the 1 Brigade school and wish to remain 
part of 1 Brigade for a lengthy period of time, and for their families, the attraction of being able 
to have some respite from either the north or the south is, I think, in total attractive to people. 

Mr IAN MACFARLANE—I have come in late as a result of matter beyond my control, so I 
have missed the questioning. There was some suggestion in the last couple of years that the 
signals regiment at Cabarlah would be moved to Edinburgh. Is that still a live option? 

Brig. Symon—My understanding is that it is a live option amongst many options at the 
moment. In particular the reason I answer that is that there is so much under the microscope with 
it being a white paper year, especially in the estate companion review that is being worked on at 
the moment. The whole of Defence’s footprint across Australia, including all of those bases that 
have come under scrutiny in the past, whether it is Cabarlah or other pieces of Defence estate 
which you would be aware of that have come under scrutiny at various times over the last few 
years, are all under the microscope as we speak. Indeed, the service chiefs are currently—I think 
tomorrow—spending quite a bit of time at their strategic planning session looking at this very 
issue. 

Mr IAN MACFARLANE—What is the logic in the move? 

Brig. Symon—I cannot speak to exactly the Cabarlah piece. The broad principles that are 
driving all of us through the white paper are to try to find efficiencies in the estate, in the 
significant number of bases that we have to try over the next 10, 20, 30 years to move more 
towards the mega-base type arrangement to try to bring together those capabilities. The example 
that you are talking there about is, of course, electronic warfare. Army’s electronic warfare 
footprint in Cabarlah is discrete in a sense, but electronic warfare permeates from DSD as a 
national agency and each of the services have a discrete role to play in electronic warfare. There 
are some synergies in that which are being explored through the white paper process. I would 
imagine that if Cabarlah were specifically targeted it would be with a view to try to gain some of 
the synergies that could be obtained either by reducing the number of estates that we have or, 
alternatively, a capability advantage to grouping electronic warfare capabilities together. 

Mr IAN MACFARLANE—If it is not an economic synergy—and the figures I have seen 
suggest that it is not—how then is it a strategic synergy? 

Brig. Symon—It may be a strategic synergy if the people who actually make the capability 
happen are advantaged by the fact that they are either co-located or positioned differently from 
where they are currently. 

CHAIR—Thank you, Brigadier. You will be sent a copy of the transcript of your evidence 
today and you will be able to make corrections of grammar and other minor facts if that is 
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necessary. Thank you for your evidence. We will break for five minutes and return with the 
Acting Chief Information Officer. 

Proceedings suspended from 12.07 pm to 12.19 pm 
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JONES, Rear Admiral Peter, Head, Information Technology Operations Division, Chief 
Information Officer Group, Department of Defence 

McKINNIE, Mrs Shireane, Acting General Manager, Programs, Defence Materiel 
Organisation 

CHAIR—We have a quorum so we will recommence proceedings. I welcome Rear Admiral 
Peter Jones and his fellow officers to give evidence particularly about the interoperability of new 
and legacy communications systems. Would you like to make any comments on the capacity in 
which you appear before the subcommittee? 

Rear Adm. Jones—I am the Acting Chief Information Officer and my permanent position is 
Head of Information and Communications Technology Operations. 

CHAIR—Although the subcommittee does not require you to give your evidence on oath, I 
advise you that these hearings are legal proceedings of the parliament and therefore have the 
same standing as proceedings of the respective houses. Would you like to make any opening 
statements to the committee? 

Rear Adm. Jones—No. 

CHAIR—There are probably a number of areas where the committee, through previous visits 
and briefings, had an interest in the question of interoperability of communications. Indeed, Mr 
Robert referred to one of those in a previous session with respect to the Abrams tank. It is one 
example of no doubt many. The overriding question is: what, if anything, are we doing about 
having interoperability of communications systems across the various units within the service? 

Rear Adm. Jones—There are a couple of things. Communications interoperability is really 
driven by three components: firstly, the frequency, or spectrum, that the communications operate 
on; secondly, the wave form that that communications uses; and, thirdly, the cryptographic 
device that it uses to talk between communications. These are the three baseline elements that 
will drive communications development. 

Traditionally Defence has had a fairly generous amount of spectrum to conduct its operations 
but, as industry and other commercial pressures have put more pressure on spectrum over a 
period of time both within Australia and particularly overseas, the element that we have for 
communications has shifted. So, over time, we have seen some communications move from one 
part of the spectrum to another. 

Wave form is an important element for us because, as you are aware, with network centric 
warfare there is more desire to move data rather than the traditional voice in communications 
equipment. That means the nature of some of the communications equipment differs, so it is a 
challenge for some of the older systems to be able to host data on that equipment, and that is 
why we have had to move to some more modern equipment. There are technological changes 
associated with cryptographic equipment, sometimes to maintain interoperability. Particularly 
with our coalition partners, we have had to shift the crypto to newer technologies. 
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So that is the bedrock for our communications interoperability. What we have attempted to do 
in the past is ensure that, as new equipment has come on which needs to meet those new 
requirements, it still has some ability to talk back. I cite the earlier example that was raised about 
the tanks. The SINGARS radio used in that tank does have backward capability; it can still talk 
to the existing communications equipment. Clearly it has some other features which are not in 
the legacy systems. 

The real issue with the tank is not actually the communications bit; it is the interface between 
the FBCB2 Blue Force Tracker, the battle management system, and BCSS, the battlefield 
command support system, and the ability to pass data across there. So it is a slightly different 
issue, but it has an interoperability component. 

CHAIR—We have been hearing a lot for some years about the importance of network centric 
warfare, and you have just referred to it in your comments. Indeed, a lot of weight has been 
placed on it at different times by senior officers giving evidence as to the edge that we would 
have on a modern battlefield. We need to be certain, though, that we actually have in place a 
network that does communicate. We are now some years into this rhetoric of a network centric 
warfare capability. How far, in reality, are we into it? The rhetoric has been going around for six 
or seven years. I would have thought that is enough time for us to at least identify what is 
required and be a fair way down the road of doing something about implementing it, yet as we 
travel around the countryside we do not get that impression. 

Rear Adm. Jones—We have a capability today with network centric warfare. 

CHAIR—Let me rephrase that. I guess there are two things. There is the base level just to 
communicate voice, there is the base unsophisticated data and there is actual battlefield 
information in real time. When people talk to us in these committees, as they have done for 
years, about network centric warfare, they are not talking to us about a walkie-talkie or a radio. 
They are talking to us about having comprehensive battlefield data and situational awareness in 
real time. I will rephrase my question in that context. What are we doing about delivering that? 

Rear Adm. Jones—I will go back to my earlier point. It is here and now in different parts of 
the warfare environment. Certainly in the maritime environment it is probably most advanced, 
and it has been for some time. With respect to the initiative of the Hardened Network Army, you 
are seeing more networked capability coming in place. What do we need to do to improve the 
integration of that? It is really at the very beginning, and the work that was done within 
Capability Development Group to establish the Network Centric Warfare Program Office was an 
attempt to bring all of that together at the very beginning of the acquisition cycle. In 2005 they 
created the Network Centric Warfare Program Office. Its remit, amongst other things, is to 
develop the battlespace architecture to ensure that projects, when they are coming up with their 
specifications, have the requisite interoperability already in place. Clearly there is a lag with 
some projects that are pre that time, but the program office has developed an interim 
architecture. Projects today, which go through the various committees, have to have a tick from 
the NCW program office that they comply with the architecture. 

A chief technical officer is being appointed this year to the Chief Information Officer Group, 
which I represent. One of the key deliverables that that chief technical officer will have to 
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deliver is a coherent architecture for the Defence network—a comprehensive suite of technical 
standards. The battlespace architecture has to be closely aligned with that architecture. 

The other key piece to all of this is that we have to ensure that the advances and changes 
happening within our traditional partners and also other partners internationally are taken into 
account. For example, in my position as a strategic J6, I am the national representative on the 
combined communications electronic board of the five nations. Its key role is ensuring that we 
have interoperability standards between the five nations and that we feed those back into our 
national armed force. That is, if you like, trying to make sure that we are in lockstep with our 
traditional partners. 

CHAIR—How important are the AWACs in all of this? 

Rear Adm. Jones—The AWAC is a key NCW node and, therefore, it is going to be vitally 
important that it has a high level of interoperability. One of the premises that the NCW program 
office has worked on is that key NCW nodes will have to have not only a high level of 
interoperability with a larger group of ADF assets but also a high level of interoperability 
internationally with our traditional partners. There are other platforms—legacy platforms or 
platforms that may have less importance—and you can accept the fact that there is going to be 
less interoperability in that broad architecture. 

CHAIR—In recent years we have deployed forces in Iraq and Afghanistan. Have the 
communication systems that existed in those units prior to the decision to send forces abroad 
been subsequently found to be satisfactory for the task? 

Rear Adm. Jones—Generally yes, but there were incidents where there were key 
interoperability issues. A case in point is the invasion of Iraq in 2003 and the Australian led 
coalition maritime interception force. That force was looking to have a common secure radio for 
all boarding parties, for helicopters, ships and boats to use. When you looked across the armed 
forces of Poland, Britain, the US, the UK and ourselves there was not one common radio. The 
ADF in fact resolved that interoperability issue by sending 40 Wagtail radios and issuing them to 
the forces of the four countries. 

That highlights another trend that needs to be borne in mind with interoperability. Twenty 
years ago it was not uncommon for individual services to be able to conduct an operation 
without a large amount of interaction with the other services, and that was particularly the case 
in the large armed forces like the United States. Therefore, the level of communications 
interoperability between the services of a particular nation and between the different 
environments of land, sea and air was not always what you would expect. But of course times 
have changed dramatically and it is a much more joint and combined environment. For example, 
the fact that the RAN operated with Polish Special Forces was something that was really quite 
unforeseen all those years ago. Clearly we are stuck with some legacy systems, but the trend is 
moving much more rapidly to have common sets of standards. This is recognised also in the 
defence industry and internationally.  

The ADF is on the steering board of an international body that looks at communication 
standards and tries to promote standards across the board in the ICT environment so that, when it 
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comes to newer platforms, there is much more chance of having, at the very inception, some 
common standards. 

Senator MARK BISHOP—Is this the place to be asking questions about the high frequency 
communication system? 

Rear Adm. Jones—Certainly. 

Senator MARK BISHOP—An ANAO report that came out 12 to 18 months ago made a 
number of points as to that particular program and the faults that were then extant. Can you give 
me a brief status report on that in terms of, firstly, the number of platforms that it is going to be 
used in; secondly, scheduling; and, thirdly, the cost? 

Rear Adm. Jones—I cannot give you that information. DMO would be best placed to do that. 
In the CIO group we are using the interim capability at this stage, and we anticipate transitioning 
that interim capability to the Defence Network Operating Centre later this year at HMAS 
Harman. Once we have that interim capability at the DNOC, the intent is move forward to the 
standard baseline capability a couple of months after that. Perhaps my colleague Mrs McKinnie 
would be best placed to provide some of that detail to you. 

Senator MARK BISHOP—Would this be better pursued with the DMO at another time? 

Mrs McKinnie—I can answer the question. 

Senator MARK BISHOP—My memory is that the ANAO report said that that was going to 
be across some eight or 10 platforms, that the original cost was something in the order of many 
hundreds of millions of dollars, that technical faults emerged and that the number of platforms 
was reduced down from eight or nine to one or two and there was going to be concentration in 
that area. But I have not seen any documentation since that ANAO report, so I am really asking 
for a status report on those issues. 

Mrs McKinnie—The core system that basically establishes the HF communications network 
was introduced into service in 2004. It is now operational and it is providing communications 
links to platforms with HF radios in them. The next part of the project is to move from the core 
system to a final system. We are enhancing the core system to provide improved automatic link 
establishment and other enhancements, including email over HF and the like. That was due to be 
completed by November last year. Boeing were unable to achieve that date and has now sought 
for a schedule extension to deliver the final capability incrementally. 

Senator MARK BISHOP—That was due in November last year, which makes it now seven 
months overdue. What sort of time frame are we talking about in terms of incremental delivery 
across platforms to a final date? 

Mrs McKinnie—The schedule for final delivery that Boeing offered us and was prepared to 
sign up to was March 2011. We were negotiating a commercial settlement with them but decided 
that that length of time, given the compensation they were offering, probably did not represent 
value for money. We have now instructed Boeing to work to the contract, as it currently is, 
noting that they are— 
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Senator MARK BISHOP—The original contract or the revised contract? 

Mrs McKinnie—The contract as it was rebaselined in about 2004. We have instructed them 
to work to that contract and we have preserved our rights to damages associated with their delay. 
We have also agreed with Boeing that we need to do a technical review to understand whether or 
not there is a fundamental underlying technical problem that is preventing progress in achieving 
what they have been trying to achieve. 

Senator MARK BISHOP—Was it not one of the key points at the outset to have 
communication across some eight or 10 platforms? 

Mrs McKinnie—Included in the project are a number of mobile platforms. Those platforms 
would be upgraded with the more modern automatic link establishment communication systems. 

Senator MARK BISHOP—The original project was to have high-frequency communication 
across some eight or 10 platforms. It emerged that Boeing were not capable of delivering on that 
and it was reduced down to one or two platforms; is that correct? 

Mrs McKinnie—Not quite. The project still includes the platforms as approved by 
government, and they are still part of the scope of the project. In order to demonstrate the 
terminal equipment, if you like, that will work in the platforms, we agreed with Boeing to 
develop a generic mobile system and we were going to demonstrate that on Chinooks. Once we 
had proven the design of that generic mobile system we were then going to move to integrating 
it into the platforms that are within the scope of the project. 

Senator MARK BISHOP—Where are we at in terms of that revised approved design unit for 
the Chinooks? 

Mrs McKinnie—That is one of the elements that is due for delivery from Boeing between 
now and 2011. 

Senator MARK BISHOP—I take it we are still in the early parts of the design phase. 

Mrs McKinnie—The majority of the work that is being undertaken by Boeing at the moment 
is in integration and test, and that is where they are having difficulty. 

Senator MARK BISHOP—And it is going to take another three years before it will be ready 
for operational receipt into the single platform? 

Mrs McKinnie—That is the schedule that Boeing provided to us. Looking at Boeing’s 
reluctance to contractually commit to earlier dates, we asked: do we have a fundamental problem 
here and why is it taking so long to get through integration and test? Hence, we agreed to a 
technical review to determine whether there is a problem that they are not aware of. 

Senator MARK BISHOP—Are they doing the technical review or do we have someone 
embedded in the technical review team? 
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Mrs McKinnie—It will be a combined team of experts chosen by Boeing and experts chosen 
by DMO. 

Senator MARK BISHOP—If that new plan comes to pass, we then have the issue of 
transferring it from the single platform to multiplatform usage? 

Mrs McKinnie—Yes. 

Senator MARK BISHOP—That is a long way off yet, isn’t it? 

Mrs McKinnie—Indeed it is. 

Senator MARK BISHOP—Is this one of those projects that keeps Dr Gumley awake at 
night? 

Mrs McKinnie—Yes, it is. Although there is still some way to go and probably around half of 
the total project funds are yet to be committed, we have delivered the core system, which is 
providing essential capability to the ADF. 

Senator MARK BISHOP—The core system is providing essential capability to the ADF. But 
the original contract specifications were across some eight or 10 platforms, weren’t they? 

Mrs McKinnie—Yes, but we removed the platforms from the Boeing contract. 

Senator MARK BISHOP—Is the nature of the original contract much revised and altered 
now? 

Mrs McKinnie—While the contract has been altered, the project scope has not been changed 
since it was approved or considered last by government in about 1999-2000. 

Senator MARK BISHOP—We are still seeking a cross-multiplatform high frequency 
communication system? 

Mrs McKinnie—That is right. 

Senator MARK BISHOP—But half the funds have been expended, the implementation date 
for one platform is now suggested to be March of 201—and then we have to do all the work to 
make it multi? 

Mrs McKinnie—Yes. 

CHAIR—I am not sure that was a happy picture. 

Senator MARK BISHOP—No. 

CHAIR—If there are no other questions I would like to thank you both for your evidence here 
today. As you may have heard me mention with other witnesses, you will be provided with a 
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draft transcript from Hansard. Should there be any corrections you think are appropriate to make, 
please contact them. I thank you for your evidence.  

We are going to have a problem with time. There are now witnesses from the services in 
relation to capability outputs. I would ask those representatives from the three services to come 
forward. 
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[12.42 pm] 

LOCKWOOD, Commodore Peter Glenn, Director-General, Navy Capability Performance 
and Plans, Department of Defence 

SMITH, Air Commodore Ian Phillip, Director-General, Logistics—Air Force, Royal 
Australian Air Force 

SYMON, Brigadier Paul, Director-General, Preparedness and Plans—Army, Office of the 
Chief of Army 

CHAIR—We have got the section of the annual report dealing with outcome performances. I 
have a couple of questions. One of the things that is mentioned is revenue from sale of goods 
and rendering of services. It has always intrigued me: it is $42 million or thereabouts. What are 
we selling and to whom do we sell it? 

Brig. Symon—We have just taken over ownership of the school of languages from the Air 
Force. That revenue comes from places like the school of languages, where we help train 
personnel other than the ADF. That is one example. 

Cdre Lockwood—Another example would be the sale of charts produced by the Navy’s 
hydrographic service. 

Air Cdre Smith—I would have to take that on notice to look at the revenue. 

CHAIR—This is probably not a big deal, but I would like you to take it on notice. I am 
interested to know where we generated the $42 million, what we were selling and some idea of 
who is buying. 

Mr ROBERT—That is lots of charts. 

CHAIR—Indeed, it is a lot of charts—very good ones for $42 million. I would like to ask a 
broad question. We have the annual report, and you would be familiar with the publications 
ASPI produces. Each year they do a budget report and they very kindly in their current budget 
report have an output-by-output analysis with a bit of history to it. Going to output 2.2, Naval 
Aviation, ASPI states that in 2006-07 the achieved outcome was only 67 per cent and makes a 
note saying that maintenance problems reduced Sea King flying hours, and then it lists a couple 
of other things to do with the Sea Hawk and so on. When I go to the annual report, output 2.2 
has a different set of percentage adjustments. As someone who usually puts a bit of store in what 
ASPI produces, I am just wondering whether you can enlighten me as to why there is a 
difference? I should ask ASPI the same question. 

Cdre Lockwood—I could just stand by the inputs that were put into the Defence annual 
report—in particular, 87 per cent of the Sea Hawk flying hours achieved, 77 per cent of the Sea 
King flying hours achieved, 90 per cent of the Squirrel flying hours achieved and of course zero 
per cent of the Super Seasprite flying hours achieved. I would point out that these were 



Thursday, 10 July 2008 JOINT FADT 59 

FOREIGN AFFAIRS, DEFENCE AND TRADE 

representative at the time of a significant people force challenge that we were undergoing in the 
aviation capability area, particularly with regard to aviation maintainers. 

CHAIR—Perhaps ASPI has included the zero per cent for the Seasprites to give a lower 
overall figure? 

Cdre Lockwood—I suggest that could be one interpretation. 

CHAIR—I will give you another example where the same dilemma confronts me. In output 
2.4, submarine operations, ASPI states that in 2006-07 the submarines achieved only 802 URDs, 
unit ready days, compared with a target of 1,265. They identify that as 63 per cent compliance. 
When I look at the annual report for the Collins class subs, it says 98 per cent achieved. 

Cdre Lockwood—I would suggest that is 98 per cent of the revised target that went into 
additional estimates. The figures that you quoted are correct. The original estimate for the period 
that went into the portfolio budget statements was 1,265. Partway through the process, when we 
saw things were not going to be achieved during additional estimates, we updated that figure to, 
I believe, 817. The Defence annual report reflects 98 per cent of that revised 817 figure 
achieved. 

CHAIR—The annual report paints the best possible outcome. It does not actually measure 
against the original budgeted estimate; it measures against a revised estimate, none of which, as I 
can see, is actually in the annual report to tell me that. 

Cdre Lockwood—That was reported in the additional estimates. 

CHAIR—If I wanted to know that, I would need to go through the additional estimates and 
check that through and then come back and ask why. I would see the 802 figure, but that is only 
802 achieved. Where in the annual report does it tell me what the target was? It just says we 
achieved 802 URD, and that is 98 per cent. 

Cdre Lockwood—We would have to go back to the additional estimates to get that 817 
figure. I believe the basic question is why we underachieved over that fiscal year. I can answer 
that. 

CHAIR—I have two questions, in fact. The one that you are coming to was my original 
question, but what now transpires is I have a different view of what I am reading now as the 
annual report. The annual report does not explain what you have just explained, nor does it 
advise to check the additional estimates before you figure out whether what we are telling you is 
the complete picture. I think the parliament and the public have an expectation that annual 
reports are accurate and full disclosures of what the department has been doing for the year, not 
an edited version with omissions to make things look better than they perhaps are. To go to my 
original intended question, why was it that the unit-ready days for the Collins in 2006-07 was 
about 63 per cent of the originally intended target of 1,265? 

Cdre Lockwood—The drop in those URDs was due to two primary factors. The first factor 
was a drop in the size of our available submarine workforce at the time, which affected the 
manning of Collins and Sheean, and the second was a delay in Waller, specifically their full-
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cycle docking. To give a bit more detail, HMAS Collins spent a period of fiscal year 2006-07 
alongside, as we could not come up with a complete crew for that submarine. During that period 
we used the submarine as an alongside training platform to keep our training pipeline running, 
but that resulted in the loss of 203 unit-ready days. 

The second issue in that period is with regard to HMAS Waller. HMAS Waller was due to 
complete her full-cycle docking in February 2007, but that was delayed until April 2007. The 
reason for this was that there were some diesel engine defects, which delayed the full-cycle 
docking completion by about six weeks. There were some concurrency issues with AFCs 
manpower at the time, some documentation suite delays and some configuration documentation 
delays, which caused another four-week delay, and the combination of those two effects resulted 
in the loss of 115 unit-ready days for Waller. The third submarine affected over that period was 
HMAS Sheean. Again, we got to the point where we could not fully man HMAS Sheean safely, 
and HMAS Sheean subsequently entered full-cycle docking in January 2007, earlier than her 
planned entry later in the year. 

CHAIR—In the case of Sheean, were there more ready days than originally planned or 
fewer? I thought you said at the start that there was a crewing problem with Sheean, but you then 
went on and said that it did its service earlier than anticipated. 

Cdre Lockwood—The crewing problem in our submarine force really came and hit home 
during this financial year. 

CHAIR—Just so we are clear, this financial being 2006-07? 

Cdre Lockwood—During the 2006-07 financial year. Prior to that financial year we were 
hoping that we would have four fully crewed submarines at sea. As the period started we realised 
that we could only really crew three full submarines, and so there was a shuffle between the 
available submarines and the crews at the time. The culmination of this, when we realised we 
could not get a fourth submarine crew generated, was a decision to put Sheean into full-cycle 
docking early. 

CHAIR—I turn to output 3.5, ground based air defence. Again, I will rely on the ASPI 
document rather than the annual report. In 2006-07 it states that ‘operational commitments 
prevented the collective training necessary to achieve professional standards and core skills’. Is 
there some expansion on that that any one of you may be able to make? 

Brig. Symon—The key issue there is that we have balancing with all of our commitments in a 
number of units—16 Air Defence Regiment in Woodside is a classic case in point—the 
requirement for it to maintain core competencies in core capabilities against what the 
preparedness requirements are and concurrently to assist with deployment on operations. So 16 
Air Defence Regiment has been a significant contributor to operations out of role, and even now 
the Timor-Leste battle group that will be deploying four to five months from now will have an 
element of 16 Air Defence Regiment, the ground based air defence capability for Army, 
deploying into Timor-Leste. That does a couple of things. Firstly, we have to make sure that we 
can maintain our core ground based air defence capability to the demands that government and 
the CDF requires of Army. Clearly we have a commitment and obligation to do that, and that is 
what we do. But it also gives us an opportunity to ease some of the stress on infantry, in 
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particular, who have been overcommitted to operations, to assist in theatres like Timor-Leste, 
where it is possible to give those air defence gunners some operational experience and therefore 
assist with retention in their broader war fighting skills. 

CHAIR—The annual report makes reference there to LAND 121 in respect of air ground 
defence. It states that other projects, such as LAND 121, Project Overlander, will not be resolved 
in the short term due to project timelines. What is the situation with LAND 121? 

Brig. Symon—LAND 121 is a significant overhaul of our whole B-vehicle fleet for the 
Army—a significant number of vehicles. The previous government approved a significant 
number of vehicles for the Army. Phase 3 of LAND 121, which in particular looked at a range of 
light, medium and heavy vehicles was originally proposed to be carried out in two parts. 3-Alpha 
was to support all of the troops in Townsville and then 3-Bravo was to support the rest of Army. 
A decision was made by the previous government to merge those decisions, 3-Alpha and 3-
Bravo, into one single phase, phase 3, and it is the negotiations since that decision that we are in 
the midst of now. DMO has made a judgment that it is time to revisit phase 3 and some of the 
decisions that have been made with phase 3, and advice has been given to the minister on how to 
proceed with LAND 121. I think that DMO would be the appropriate agency to ask the status of 
LAND 121. 

CHAIR—Can you just remind me of what phase 3 encompasses? 

Brig. Symon—It encompasses protected and unprotected vehicles virtually in the spectrum of 
vehicles that we require. 

CHAIR—Is it somewhere between the DMO and government or within DMO? 

Brig. Symon—The advice on phase 3 originated from DMO. 

CHAIR—Has there been a decision announced as to a preferred provider? 

Brig. Symon—There was an announcement made on the provider and that decision is on the 
public record. 

CHAIR—Remind me what that was. 

Brig. Symon—I would prefer either to take that on notice or invite DMO to take those 
questions on LAND 121, because it is a project that is very significant in both resource and 
scope. There have been recent decisions and correspondence between the CEO of DMO and the 
minister, and I do not think it would be appropriate for me to comment. 

CHAIR—We will chase that up with the DMO the next time they are before us. 

Mr ROBERT—Brigadier, can I point you to output 3.4 on page 80 with respect to the flying 
hours of the Iroquois and the Tiger. Obviously, Tiger was 49 per cent. We have already discussed 
the issues with DMO with respect to the delay with the acceptance testing and regime. With 
respect to the Iroquois, when were the final Iroquois phased out? What was the final date that we 
mothballed the last one? 
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Brig. Symon—I would have to take the exact date on notice. 

Mr ROBERT—Just an approximate? 

Brig. Symon—I entered this job in August last year and it was about that time. It would have 
been the latter part of last year. 

Mr ROBERT—At present we have a capability gate from August last year until we actually 
have Tigers in the air with guns. Do you have any comment on the loss of capability, not so 
much with air lift, but with attack helicopters, with gunships, and what we are doing to mitigate 
that risk within the operational confines of the Army? 

Brig. Symon—Again, it comes back to the answer I gave you about supporting the combined 
arms team and your question in relation to the lightweight Howitzers. The Iroquois helicopter 
gunship was a very old system, as you would appreciate. I do not think anyone in its latter years 
would have ever envisaged using those helicopter gunships on operations. The systems that it 
had on board, the communications and the situational awareness had clearly been eroded over 
time. If you are suggesting that we are being disadvantaged at the moment by not having those 
helicopter gunships, I think that is very questionable, and Army now waits with great interest the 
ARH Tigers and their introduction into service. The three are now operating up in Darwin, 
having just arrived up there. The capability delta between the two, of course, is enormous. 

Mr ROBERT—Are you saying that the capability loss has actually been there for many 
years? 

Brig. Symon—I believe so, yes. 

Mr ROBERT—We wait with bated breath. I turn to output 3.8, Capability for Operational 
Logistics Support for Land Forces, page 84. The annual report looks at partial achievement for 
the 17 CSS Brigade and its integral units. The comment here is that the logistics support 
capability have insufficient personnel and equipment to achieve all the tasks required, that a 
reduced yet credible level of capability was maintained. What has been done since this annual 
report was put out to increase the logistics capability? 

Brig. Symon—17 CSS B has a number of specialist units, as you would be aware, logistic 
units and also health units, psychology units and the like. It again talks, this particular question, 
to the answer I gave about some of these specialist trades. There are a couple of programs that 
we are undertaking at the moment both through trade transfer but also through our trade transfer 
cells that are actively seeking to suggest to people that, if you want a second career inside the 
Army, similarly inside 17 CSS B are a number of units and a number of specialities that we can 
skill you to and gives you a career for life. If you are interested in being a psychologist, a dentist 
or an electrical or mechanical engineer, those types of trades are resident in 17 CSS B. Army has 
been advantaged by the fact that in recruiting and retention we have been doing well on the 
infantry in certain corps. We are very focused right now in these new programs with trying to 
balance the force. We believe that through a number of remuneration advantages that we have 
gained over the last 12 months, through some of these trade transfer initiatives and cultural 
changes that I was hinting at before, we will work at this particular challenge. It will take time 
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though. The challenges with some of the elements of 17 CSS B are not just unique to the Army; 
these are trades that are in high demand across all of Australia at the moment. 

Mr ROBERT—What impact is this having on our operational deployment? I am cognisant 
that, for example, intelligence colleagues of mine in small organisations are now on to their 
seventh deployment overseas. Are the likes of 17 CSS B and others, because of their reduced 
manning size, also facing that continual rotation issue? 

Brig. Symon—Less so directly in 17 CSS than the battalion that you are talking about. There 
are certain trades that we know are under real pressure due to the footprint that we have on 
operations at the moment. We report that on a weekly basis to the Chief of Army. The decision to 
move to eight months deployment for tours in part seeks to mitigate some of the pressures on 
some of the corps and to give people more time in respite and also to give us a bit more time to 
try and balance the Army more globally and take into account particular trades that are under 
pressure. 

HUMINT is a classic example. We are now actively trying to increase our base of HUMINT. 
The actual organisational structure of Army years ago did not entertain the extent and degree to 
which we believed we needed that capability, but clearly contemporary operations place a very 
heavy load on the whole humint capability, so we are aggressively targeting that type of 
capability right now, and in fact there are a number of capabilities in the intelligence corps we 
are directly trying to target to increase the base. 

CHAIR—There are about three or four other examples I wanted to go to, but we are over time 
now. It may be that I can raise these matters either with yourselves or with other witnesses, but 
we will have to get back to them at a later time. I will delay my questions because of the time 
constraints. I am sorry this has been so rushed. This is our first day of hearings on the annual 
report and it will not be our last, but we have at least been able to address some of the matters 
that members of the committee had in relation to outcomes. Gentlemen, you will have a 
transcript of your evidence provided to you and you can contact Hansard to make any necessary 
grammar and other minor changes. Once again, thank you, and we will adjourn for lunch. We 
will resume at just before two o’clock. 

Proceedings suspended from 1.07 pm to 1.58 pm 
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JONES, Commodore Trevor Norman, Director-General, Military Strategic Commitments, 
Vice Chief of the Defence Force Group, Department of Defence 

NAGY, Mr William Stephen, Director, United Nations Commitments and Support, 
Military Strategic Commitments Branch, Department of Defence 

CHAIR—We have a session now where we hope to have a look at peacekeeping operations. I 
welcome Commodore Jones and Mr Nagy. Normally I just ask whether you wish to make any 
opening statements but I think in view of the broad nature of the topic it would be beneficial if 
you could perhaps given an overview. I see we have a map in front of us with the various 
locations of deployment and some information on the deployments. It might be useful if you 
could perhaps give us an oversight of the key deployments. 

Cdre Jones—Before I do that I would just like to put into perspective ADF’s doctrinal 
definition of what constitutes peace operations. In fact, we identify four elements that make up 
the category of peace operations. Those are peacemaking activities, peace enforcement activities, 
peacekeeping activities and peace-building activities. I know that seems a complex way of 
defining it but each of those categories defines various phases in a cycle. If you wish I can go 
into more detail on that but, in effect, we have at the moment nine operations which fall into one 
of those four categories of peace operations. You have before you a chart of the globe. For your 
edification the blue boxes represent current UN missions that fall into the peace operations 
category. Those boxes in green represent those UN missions to which the ADF are currently 
making a contribution.  

I will try to take you from left to right across the map. The most recent operation that has been 
declared is Operation Hedgerow in the Darfur region of Sudan. We are about to deploy nine staff 
officers into Darfur. As of today we have been asked by the UN to defer that briefly, but at this 
stage we are still preparing to deploy nine staff officers. One of those staff officers is in fact a 
colonel under contract to the United Nations. He is going into the position of Deputy Chief, 
Integrated Services Support Logistics, working for the senior representative in that area. We also 
have another operation in the Sudan, Operation Azure. That is 15 ADF personnel based in 
Khartoum. Because of the new Hedgerow operation we are about to increase the Azure 
commitment by two, and that will comprise a national support element for the size of the total 
ADF contribution to the scheme.  

Moving further east we come across Mazurka, which is the ADF contribution to the 
peacekeeping activity in the Sinai. We have 25 personnel committed to that. Similarly, moving 
further east, we have Operation Paladin, which is in the Middle East and Israel, with the Israel, 
Lebanon, Syria peacekeeping activity. In addition to that we have also got General Gordon, a 
two-star Army officer who is on contract with the United Nations in a leadership capacity. His 
tour is due to end towards the end of this year, although it may be extended by a further 12 
months subject to the UN requesting his consideration of an extension.  

Moving further right we have Operation Riverbank, which is the ADF contribution to the UN 
mission in Iraq. At the moment we have one colonel in that role, although the Prime Minister has 
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recently directed that we provide an 05, or a Lieutenant Colonel equivalent, to bring to two 
members the ADF contribution to the UN mission in Iraq.  

Moving further east we have Operation Palate in Afghanistan which, again, is the UN mission 
there, based in Kabul but with a relatively roaming commission to support the senior 
representative.  

You will notice just next to that, in the north of India, there is the UN mission observer group, 
India and Pakistan. At the moment it is blue but in fact the UN recently requested, and the Prime 
Minister approved, the ADF to nominate a two-star for consideration by the UN in taking up that 
role. That is Major General Flawith of the reserve, a former permanent Army officer. If we are 
successful in securing that he will take that up as a 12-month deployment with an option for a 
further extension at UN request. We have some history in that mission. Australia had a major 
general back in the 1970s, Major General Nimmo, who served for 15 years in that capacity, and 
remains the longest serving commander for the UN in the UN’s history. So we do have some 
history there.  

Moving further east, to East Timor, we have two operations associated with the United 
Nations in East Timor. We have Operation Tower, which is four personnel directly supporting the 
UN mission there, and also the larger ADF international security force under Operation Astute 
which is there as part of a technical agreement with the United Nations to make sure that we can 
provide the appropriate security for the mission and other contributing nations to achieve the 
outcomes they seek.  

Finally, moving to the right of the map, we have Operation Anode, which is the ADF 
contribution to the Regional Assistance Mission for the Solomon Islands. It is not a UN mission, 
but it is a peacekeeping mission nonetheless. That is an overview of where ADF personnel are 
deployed on peacekeeping operations and UN operations. 

Additionally, in the United Nations, supporting Ambassador Hill, we have a defence attache, 
Colonel Robert Manton, and an assistant defence attache, Major Jason Williams, serving in New 
York. Furthermore, on contract to the UN we have two naval officers, Captain Brett Chandler 
and Commander Ian Parker, and an Army lieutenant colonel, Lieutenant Colonel Langrehr. They 
are working under direct contract to the UN, so they are independent of Ambassador Hill’s team. 
In effect, that represents the contribution we have at the moment in terms of peace operations 
throughout the globe. 

CHAIR—What is the length of deployment for individuals? You mentioned the 15 years, 
which is obviously a one-off extraordinary event. It was probably the longest posting in the 
Australian Defence Force as well, I suspect, in the one location. 

Cdre Jones—There certainly must have been something there to keep his attention. 

CHAIR—In terms of a normal rotation period, what length of stay would people normally 
have? 

Cdre Jones—When they are going under contract to the UN, they are normally 12-month 
contracts although it can depend upon the specific request from the United Nations in relation to 
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the position they seek. For ADF contributions for formed units in support of UN missions that 
period of tenure is governed more by ADF rotation cycle planning, so those durations can be 
from six months to eight months to 12 months. 

CHAIR—Obviously the big numbers are in our region and that is for obvious reasons. Has 
the increased tempo we have seen in recent years of a number of other overseas deployments 
presented difficulties in maintaining our peacekeeping type role? 

Cdre Jones—No. In fact, because the ADF is force structured around high-end war fighting, 
the skills that are generated as a consequence of that structure and the preparedness regime that 
goes around maintaining that force structure mean that we are well prepared to meet the lower 
order peace operation type activities. For example, you talk about the large numbers of people 
deployed. In fact, the unique thing about most UN requests is that they want niche skills from 
the ADF, not necessarily those skills that require large numbers such as infantry. They are more 
concerned about getting the high levels of skills that we have resident in medical staff, engineers, 
logisticians, military leaders at the mid- to high-seniority levels, campaign planning, mission 
planning, et cetera. 

CHAIR—Is there special equipment required for the purpose? 

Cdre Jones—No. Again, I refer you back to the fact that because we are structured for high-
end war fighting most of the equipment we have can be adapted to peace-keeping operations, so 
we are able to meet that. But by and large, because of the nature of the contribution we make and 
the fact that they are niche skills in the staff area, in terms of equipment it is normally a light 
footprint on the ground for those operations. 

CHAIR—I understand we train for high-end war fighting capability. We might not all agree 
but I can pretty well think of examples where some nations or some militaries might be seen to 
be very, very good at conventional war fighting but pretty ordinary when it comes to peace-
keeping. There is a different skill set. There is a different way in which you operate. What do we 
do to train for that because I think it is fair to say that most people with whom we come into 
contact from embassies and other defence forces have a very high regard for the skills of 
Australian defence personnel in the peace-keeping role and will often comment on that 
capability in comparison to some other forces. What would you attribute that to and do we 
exercise with other countries, our allies in the peace-keeping role, in the same way that we do in, 
if you like, a more conventional war fighting role? 

Cdre Jones—The way I would answer that is that, whilst I talk in terms of the force structure 
being shaped around high-end war fighting, the reality is that the personnel that man that force 
structure still goes through the full range of training activities. The ADF continually looks at 
opportunities to improve its training across the full spectrum of operations, including peace-
keeping. There is an arrangement in place, for example, in military and legal circles for us to 
obtain a better understanding of some of the dimensions of operating in an environment less than 
a conflict environment. There is an arrangement with the University of Melbourne. I will just get 
the detail of that. It is the Asia Pacific Centre for Military Law. That is a collaborative initiative 
with Defence legal division and the Melbourne University. That is one example.  
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You would be aware, perhaps, of the Honourable Dr Michael Kelly’s initiative to stand up a 
new Asia Pacific operations cooperative centre which is really focused upon bringing together 
ADF elements, government organisation and non-government organisations so that we improve 
our ability to manage particularly those transitional phases of operations where you are moving 
from a security based condition to a nation-building condition where those NGOs and 
government agencies other than Defence have a very strong role to play to build good 
governance, infrastructure, law and order and the like. We have the Australian Defence Warfare 
Centre near Newcastle at RAAF Williamstown. It not only continues to refine our doctrine on 
peace operations but also looks at training opportunities in the joint arena for us to improve those 
processes. 

CHAIR—Do we have regular training exercises, though, with other nations? We have a 
regular pattern of warfare fighting training with the New Zealanders, the Brits and the 
Americans. Do we have peace-keeping training exercises? 

Cdre Jones—I would have to check on that. I do not think we have exercises that we 
characterise purely as peace-keeping training exercises. Again, I go back to the point that partly 
the reason behind that is invariably because of the nature of the way we exercise our forces in 
those major exercises some of the skill sets we learn in that process are immediately applicable 
to those peace-keeping scenarios—for example, the conduct of operations and the way you apply 
rules of engagement and the approach you take to ensure that you do not use unnecessary or 
unlawful force in the execution of your duties. All of those aspects that we exercise in a high-end 
war fighting scenario are the ones that you most want to see applied in terms of restraint, de-
escalation and commonsense that you would expect and, in fact, we get from ADF elements 
deployed on those sorts of operations. 

Mr ROBERT—Can you provide some comment on the ADF’s peace-keeping centre as to its 
effectiveness and how it is going? 

Cdre Jones—Are you referring to the government’s initiative to the Asia-Pacific peace-
keeping centre? 

Mr ROBERT—No, the actual ADF peace-keeping centre as well as the 39th support battalion 
in Sydney. 

Cdre Jones—It runs a range of courses. It is going reasonably well in that sense. I cannot 
offer any more than that. 

Mr ROBERT—I am speaking of its training for our people going overseas and then coming 
back to validate the training. I can only assume we have actually done that evaluation work to 
ensure that our training is both relevant and effective? 

Cdre Jones—The ability for us to capture lessons learnt is something that we can continually 
refine. We certainly have a system whereby when personnel return from operations we look at 
the post-activity reports. They get incorporated into a lessons learnt database and that lessons 
learnt database is drawn upon not only by military planners in joint operations command but also 
by the doctrinal development centres at ADFWC, and they will continually provide that 
feedback to the peace centre in terms of modifying their training. But, equally, that is a link into 
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looking at how the UN is developing their training that becomes available to us. My answer to 
that question is that we do have an ingrained process of evolving our training based upon lessons 
learnt. We have an established database, as I said. It is called the ADFADS database. It is drawn 
upon to inform that iterative development process. 

Mr ROBERT—Considering our peace-keeping operations are nationwide and for the most 
part are done with the United Nations, which can vary from having an African union team with 
us or indeed an Indian and a Pakistani battalion at the same time, noting their historical 
differences, how are we going with respect to identifying the ability to work with the various 
nations of the world on peace-keeping operations as well as working on UN operations with 
various nations that do not particularly like each other? 

Cdre Jones—I cannot really speak to that regarding nations who do not like each other. We 
rely heavily, I think, on the feedback we get from our defence attaché in the United Nations 
firstly to get a sense of what the UN’s assessment is of the ADF contribution as much as our own 
internal review of our processes. When I talk about the fact that we look at the lessons we have 
learnt from our contribution, I admit that that is developed and is internally focused by ADF 
commanders coming back and saying, ‘These are the issues.’ The beauty of having the defence 
attache in the UN is that he provides an independent perspective on how the UN and the other 
contributing members of the UN value the ADF contribution to that. To date we have not had 
feedback to suggest that we would have any problem in that area. 

Mr ROBERT—As part of our ADF peace-keeping centre, do we actually train our deployed 
service men and women to deal with the vagaries of the various different countries that they will 
be working with within the UN, that is, if you work with Pakistani forces as opposed to Indian 
forces. 

Cdre Jones—Before forces are deployed overseas they go through what is called a mission 
readiness evaluation. That includes the cultural training that you are talking about. That is 
irrespective of whether it is a peace operation or a conflict such as we have at the moment in 
Afghanistan or Iraq. That is a fundamental element of the preparation we give our forces. It has 
to be because those very sensitivities, if ignored or not attended to, have a flow-on effect for the 
force protection of those ADF elements deployed. It features very prominently in the MRE. 
Clearly, of course, the MRE initially focuses on making sure that the skills that have been 
determined as most applicable to the nature of operation to which they are about to deploy are 
exercised to their fullest and a level of proficiency is achieved based upon our own expectations. 
But, absolutely, that cultural training is a key to it in terms of the overall force preparation. 

CHAIR—In relation to Cyprus, we heard the Australian Federal Police are there. I take it 
from this chart we do not have any military personnel there? 

Mr Nagy—No, we have long since withdrawn any military representation there. They are just 
Federal Police. 

Mr HALE—I saw a report last night on the news in relation to issues that are occurring in 
regard to the Democratic Republic of Congo. Genocide is occurring and people are being 
dragged out from refugee camps and the like and murdered. I was just wondering if you had any 
information regarding that? I see that there are those 16,000-odd military personnel as well as 
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UN police but the reports coming out of there last night were quite disturbing. I am wondering if 
you had anything to comment on that. 

Cdre Jones—I might ask Mr Nagy to talk to that. I think it is in chapter 6. 

Mr Nagy—I am not aware of what chapter that is mandated under, but suffice to say that the 
UN has not approached the Australian government in recent times to contribute to that mission. 
Could I just add that these figures here shown in blue do not necessarily represent the level of 
troops and police actually on the ground. These figures are simply UN Security Council 
authorised target strengths. In most cases the actual numbers on the ground may fall short. That 
problem is more acute, particularly in African theatres. This is just to indicate to you the scale of 
the military and police element of those particular missions. 

Cdre Jones—That is a very good point. If you look at the Sudan, for example, the African 
Union was the largest contributor to that mission. I think they have struggled to get their 
numbers up, so 10,000 does not represent the actual strength of the African UN contribution 
there at the moment. It is unlikely, I would think, unless the government has a predilection to do 
otherwise, that we would be engaged in the Congo at this stage. 

CHAIR—I thank you. As I commented in the preamble to one of my questions, I think 
Australia’s reputation in peace-keeping is very highly valued around the globe. I suspect there 
are a few things we may be able to teach others. This may not be the time to pursue that but I 
appreciate your time today in coming along to give us a heads-up on that. The transcript from 
Hansard for your contribution will be made available to you. If there are any corrections you 
think are necessary you should advise Hansard. Thanks again. This is a public document. We can 
just take this as evidence for the inquiry. 

Cdre Jones—Absolutely. It is unclassified. We developed that specifically for this hearing, so 
it is yours. 
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[2.24 pm] 

EARLEY, Mr Geoff, AM, Inspector General, Australian Defence Force, Department of 
Defence 

HARRIS, Ms Diane Julie, Director-General, Fairness and Resolution, Department of 
Defence 

CHAIR—I welcome Mr Earley and Ms Harris back to the parliament and thank you for 
coming to our hearing today to provide information and evidence on the progress of the military 
justice changes. 

The subcommittee does not require you to give your evidence on oath but I should advise you 
that these hearing are legal proceedings of the parliament and therefore have the same standing 
as proceedings of the respective houses. Are there any opening statements that either of you 
would wish to make? 

Mr Earley—I will make a brief opening statement, if I may. Good afternoon. I am very 
pleased to have this opportunity to provide the committee with information on progress for the 
implementation of military justice reforms arising from the 2005 Senate Foreign Affairs, 
Defence and Trade Committee inquiry into the ADF military justice system.  

I should perhaps begin by noting that I appear today, as I said, in my capacity as the Inspector 
General of the ADF. My responsibility in that regard is to oversight the military justice system, 
to inquire into complaints about it where that is appropriate and also now to monitor the reform 
process. Responsibility for military justice is, of course, and remains a command function, not 
mine. That said, the CDF, Air Chief Marshall Houston—who, as you know, is unable to be here 
today—particularly wanted me to assure the committee of his strong personal interest in 
ensuring that the Military Justice Reform Program retains its momentum and that his 
commitment to improving the military justice system remains undiminished. He is confident that 
the reform initiatives in train will result in substantial improvements to the military justice 
system that will better enable it to achieve that correct balance between the maintenance of 
discipline on the one hand and the regard for individual rights on the other that is together so 
important to operational effectiveness. I understand the committee yesterday was provided with 
copies of a written submission from the CDF that provides current details of progress of the 
reform process similar to that recently provided actually to the Senate committee so I will not— 

CHAIR—I think it might be in transit. We are not aware of it. 

Mr Earley—In that case, I have taken the precaution of bringing a bundle of them with me— 

CHAIR—A wise decision. 

Mr Earley—With your agreement, I will pass them out. That submission is a fairly 
comprehensive overview of where we are at with the military justice reform program. I do not 
intend to repeat all of that now but I would like to make just a few remarks by way of opening. 
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As this committee may be aware, 30 of the 40 recommendations arising from the 2005 Senate 
inquiry were agreed for implementation. A further two initiatives were agreed for 
implementation as alternatives to recommendations made in the report of the Senate committee 
inquiry. A two-year period was set for implementation, and a specially formed team headed by a 
two-star officer was established at that time to oversee the process. The two-year implementation 
period ended in December last year, and responsibility for monitoring the remaining parts of the 
implementation process has now passed to my office. At the conclusion of that two-year 
implementation period most of the agreed recommendations had been substantially completed. 
Six recommendations as yet remain incomplete although all of them are underway in one stage 
or another. Details of those as yet incomplete recommendations are annexed to the table 
contained in the CDF written submission, which we have just provided you with. 

The current military justice reform program is extensive. Indeed, it is the largest to be 
implemented since the introduction of the triservice Defence Force Discipline Act in 1985. This 
has included the establishment of the independent Director of Military Prosecutions, the 
commencement of the permanent Australian Military Court, the formation of a new joint ADF 
Investigative Service and an updating and simplification of a summary justice system, which 
will come into effect in September of this year. In addition, deaths in service may now be 
reviewed by a special CDF commission of inquiry, and the ADF complaints handling system has 
been restructured under one central Fairness and Resolution Branch, headed by Ms Harris on my 
right. All of these initiatives represent major improvements to the military justice system. 

Some of the changes being introduced are quite new to the ADF and will obviously require 
time to bed down before reaching their optimal potential. However, I suspect that, when it does 
reach its mature state, the new ADF military justice system could quite likely represent best 
practice among comparable defence forces. Indeed, that was the impression I formed recently 
after visiting some of those defence forces on a benchmarking tour only last month. 

Importantly, one of the outstanding recommendations yet to be completed requires periodic 
external reviews by suitably qualified eminent Australians to report on the progress of the reform 
program and the health and effectiveness of the military justice system. Sir Laurence Street, the 
former Chief Justice of New South Wales, and Air Marshal Les Fisher, retired, a former Chief of 
Air Force, have been appointed to conduct the first of these reviews. They have already 
commenced work and are due to report to the CDF in February 2009. I am sure their report will 
provide a valuable and independent indicator of whether the new initiatives are on the right track 
and whether any changes may be required. 

The only other thing I would like to mention at this point is that the ADF military justice 
system is now considerably more transparent and, as a result, in my view, more broadly 
accountable than it ever has been in the past. Commencing two years ago, for example, the 
Defence annual report now includes an overview chapter on justice and fairness in Defence. The 
Chief Judge of the newly established Australian Military Court is required to provide a report on 
its operations annually to the minister and the parliament, as does the independent Director of 
Military Prosecutions. For the time being, the Judge Advocate General continues to provide an 
annual report to parliament on the operation of the Defence Force Discipline Act. In addition, of 
course, my own office of the IGADF provides an oversight and an ongoing scrutiny of the 
system by analysis of data received through a range of online military justice reporting systems 
and also, importantly, a proactive audit program of military justice arrangements at unit level. In 
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the last financial year, for example, 63 units were audited by teams from my office and they 
ranged from battalion-sized units down to patrol boats. In simple terms, these increased levels of 
visibility and transparency of the system in its operation mean that there is now, in my view, a 
much better chance of potential problem areas in military justice being identified and remedied 
before becoming more serious issues. That is all I wanted to say in opening. I would be pleased 
to assist if I can with any questions you may have. 

CHAIR—Thank you very much. The rolling unit audit program you just touched on: can you 
give us a feel for what is actually involved in an audit from your office? 

Mr Earley—Yes. The audit program is aimed at visiting units to inspect the arrangements that 
they have in place to support the military justice system in that particular area. It looks at two 
areas, basically, of military justice: the discipline side obviously and the administrative side. 
These are activities which are in one sense random in that we select audits to be united in 
consultation with the services, but the objective is not to set out to trap units by turning up 
unexpectedly. They are given two months notice. They are given a fairly comprehensive crib 
sheet of what material the audit team intends to inspect, and when the audit team arrives there is 
a briefing with the command on what it will do and, in turn, there is a briefing from the 
command on the role of the particular unit so that we can see and appreciate the military justice 
arrangements in the context of what they actually do. 

The team then splits up. There are usually about four in a team and it is headed by an 06—that 
is, a colonel level officer—almost always. Half of them split up and look at the administrative 
side, which includes records of grievances that have been submitted by the unit, for example; 
records of routine inquiries that that unit may have conducted; how they have responded to 
unacceptable behaviour complaints and that sort of thing; and adverse administrative action. On 
the disciplinary side, disciplinary records are examined and there are compliance checks to make 
sure that all of those who administer the system are properly appointed.  

An important part of this process is that the leader of the team usually will also conduct focus 
groups. We conduct these focus groups if we can, depending on the size of the unit, in groups of 
20 individuals at each rank. It is a rule that the CO, the RSM or the equivalent is not present at 
these focus groups so that there is no chance of inhibition of people expressing views. The 
process usually lasts for about 40 minutes, and the focus group leader begins that process by 
providing the group with a two-minute survey. That two-minute survey is a tick and flick 
exercise and covers 20 areas in which they are asked to rate that particular item to be assessed 
against their experience in their service. Then there is another column in which they rate their 
experience in their unit against what they have assessed as being their experience in the service.  

The results of those focus group surveys are brought back to my office where they are 
combined and crunched. From that we can get a fairly good view, I think, of what people think 
of the military justice system from where they sit in it, and that was the whole idea. It is done in 
various rank groups—for instance, the command group, the senior NCOs, the junior NCOs and 
other ranks, and even trainees when we do training establishments—and all they are asked to do 
is give an impression of their experience from where they are in the system. From this we can 
make some kind of assessment of where improvements may be necessary or where some 
attention by command may be required. That, of course, is reported back to the CO.  
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At the end of this process there is a comprehensive report written. That is sent to higher 
command and it is sent to the commanding officer for their action. Of the 167 units that have 
been audited so far, three have failed, so it is a very low percentage. That would not be entirely 
unexpected. They are given two months notice and if they still fail it is their own fault. Six have 
been provisionally passed. What that means is that some aspects of their arrangements require 
further attention and the audit team will come back in six months or so and inspect just that 
aspect. In the case of a failure they will have to go through the whole process again. 

Mr ROBERT—From your focus groups, what are the differences in perception between 
command group officers and NCOs and diggers? 

Mr Earley—It varies from group to group. You would expect there to be differences, of 
course. The view from command is different from the view at private level or at trainee level. We 
take that into account. 

Mr ROBERT—What are the differences there? 

Mr Earley—What we are after at the command level is their impressions of how the system 
supports them in operating their unit, in maintaining discipline in their unit. If you are asking 
what people think of the military justice system at a much lower level, what they are mainly 
concerned with is how it affects them. It is a case of asking those who do it unto them and also 
asking those who have it done unto them in one sense. From that range of views we get a 
perspective. There is great commonality in the responses to some questions. I do have a copy of 
the actual survey form here somewhere. These are the sorts of areas that are asked of each group. 
We ask about what do they think of the standard of discipline in their unit, for example, whether 
it is good, poor, too harsh or whatever. We ask about morale. We ask about how that particular 
unit may handle the prevention of bullying and harassment and how the service handles it. We 
ask about confidence in leadership and gender equality. There are 20 of these. I could go through 
them if you wish. 

Mr ROBERT—Would it be possible to provide that to the committee as evidence? 

Mr Earley—Yes, there is no problem with that. We can certainly do that. There are some 
commonalities though. For instance, if I just take a couple of them here, the first being gender 
equality. There seems to be a fairly uniform view that across the three services where there are 
both genders involved in units that generally speaking there is not a problem arising out of 
gender. Random drug testing, for example, is another question that we ask about, or another 
focus group area that we talk about. There is a great deal of support, firstly, for random testing. 
That is uniform throughout all ranks and all services. There is a view I think that perhaps not 
enough of it is done. I might say in that regard that my office has taken note of that outcome of 
focus groups over the last couple of years and has just completed an own motion inquiry into the 
effectiveness of the random drug-testing program. I am not able to say what the outcome of that 
is yet because I have not read it. The inquiry officers who have been doing it have just completed 
it only in the last week or two. 

CHAIR—With the exception of discussion groups that you hold, the description of the audit 
that you gave sounded to me more like making sure they knew what the rules were rather than 
validating their implementing the rules. Have I misunderstood the process? 
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Mr Earley—It is a bit of both, actually. It is about compliance but if you take the 
administrative inquiries, for example, which has been the subject of criticism over the years, as 
Senator Bishop would know as to the standard of those sorts of inquiries, what the audit team 
will do is pull some of those files randomly and actually look at the reports that have been 
written. The things that they will look for include whether the terms of reference were properly 
addressed. They will particularly look at whether the requirements of procedural fairness have 
been observed prior to any adverse findings being made. As well as compliance in the sense that 
the processes are in accordance with the administrative inquiries manual, we look at the quality 
of it as well. 

CHAIR—A lot of the recent changes to the military justice system were produced as a result 
of most recently a Senate committee inquiry and before that, I think, two inquiries by this 
committee’s predecessor. In fact, going back in my memory 15 to 18 years there have been 
Senate, House or joint inquiries into a range of activities where improper activity has gone on in 
a quasi-disciplinary way, as an initiation activity or whatever we like. We could rattle off a whole 
raft of those. That was the precursor that led the parliament over the course of about two 
decades, as a result of some frustration for the Senate, to recommend very sweeping changes, not 
all of which were accepted. What I am trying to get clear in my mind is the extent to which the 
current arrangements deal with those activities that have caused successive parliaments angst 
and concern: the ritual abuse or unreasonable punishment, none of which, by the way, is 
recorded. You will not find it in those audits being listed in any of the documents or files you are 
going through. I can give you a couple of examples if I have not made myself clear. 

Mr Earley—I think I understand what you are getting at and it is true, I think, that many of 
the inquiries into the military justice system over the last 10 or more years, since the early 1990s 
probably, may have been sparked by incidents which have, for one reason or another, become 
notorious and either been brought to the attention through media coverage or through 
parliamentary scrutiny. In any large, complex organisation I think it is inevitable that some of 
these incidents will occur. It is probably unreasonable to expect that there will be zero incidents 
of that type. I think one of the reasons why that has been the case in the past though is that the 
military justice system, in my experience anyway, has been very decentralised. It has always 
been, and properly, a function of command and still is, of course, but what command did with 
some of those incidents that occurred was not entirely visible. The extent of inquiries that had 
been conducted into particular incidents in the past, for example, were not particularly 
transparent higher up the line always or to any central body. Mr Burchett, you might recall, in 
2001 conducted his inquiry initially as a result of allegations of bastardisation in one of the army 
battalions— 

CHAIR—Holsworthy, I think. 

Mr Earley—and from there it escalated into something rather more ADF wide. He recognised 
the very point that you are making. One of the important recommendations that Mr Burchett 
made was that the sort of scrutiny and audit that he did which lasted six or seven months really 
ought to be done on an ongoing basis, not just when some dreadful incident came to light. The 
focus since the Burchett inquiry has been to try to improve the transparency and visibility of the 
military justice system and that, of course, is the principal reason why my office was established, 
as a recommendation of the Burchett inquiry, to conduct that ongoing scrutiny. I do not pretend 
to claim that the mere existence of the IGADF and the various reporting systems that support us 
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now will eliminate altogether these incidents, because the ADF turns over at something like 10 
per cent a year and you have got 8,000 or 10,000 people coming in and going out each year, so it 
reflects community attitudes. That is why there needs to be a constant scrutiny. But, by having a 
more centralised ability to look at the system overall, I think we have got a much better chance 
of detecting where things are tending to go wrong or where a preponderance of complaints may 
be and trying to address those things before they become really serious. 

CHAIR—I am not anticipating perfection or that these incidents will suddenly cease in a 
large organisation of the nature of the Defence Force, but what I am trying to get clear in my 
mind is the extent to which your office leads us in that direction of reducing it. I go back to my 
earlier question; the description of the audit you gave gives me the impression of checking that 
they know what they should be doing rather than that they are doing it. I have no problem with 
the process of giving two months notice and a list of the things that they are going to be asked; it 
serves a purpose, but it is just a different purpose. You mentioned the example of Holsworthy. 
My recollection in broad terms was that at least one of the accusations was of a soldier stripped 
naked in the middle of winter on the parade ground being hosed and left out there during the 
night. What is it in the audit process that might identify an incident like that happening? And, 
sadly, there are plenty of other examples over the last 20 years that the parliament in various 
guises has had to deal with. What is it that your office is able to do and is doing that will limit 
those incidents or enable them to become transparent so that things are done to address them? 

Mr Earley—The audit process is only half of what my office does. The other responsibility 
that I have is to investigate complaints about the military justice system which come to my 
notice in various ways. They may come directly. We have a hotline. We have email. I take 
complaints from any source and from anyone. It may come via letters to the minister. It may 
come via the whistleblower scheme which is run by my colleague, the other IG. There are any 
number of ways. It may come by a phone call or it may come by a private approach to a member 
of the audit team when they visit a unit. Indeed, some of them have come that way. The focus of 
the group leader makes it clear that if anyone wants to see us privately, they may. In that way, the 
type of incident that you are talking about can be brought to light; but we cannot do anything if 
we do not know about it. But once we know about it I can decide then whether to conduct an 
inquiry into it. Since we started there have been something like more than 300 matters that we 
have looked into. 

Senator MARK BISHOP—Following the Chair’s point, what activities are you engaged in 
that measure the effectiveness of your complaints system and the effectiveness of your audit 
system? I understand the explanation role and the educative role and going out to units, giving 
them notice, making sure they comply with the manuals and that they are doing the right thing. I 
understand all of that and have no criticism of it. That having been done, what is your 
organisation doing that measures the effectiveness of these activities? Have you established 
benchmarks? Are there report-back mechanisms? Are there random selection audits? What are 
you doing to ensure that? 

Mr Earley—It is addressed in a number of ways. Mr Minns has something to say on this as 
well but in the IGADF case we are developing a system called the justice and discipline health 
and effectiveness system. It has been under development for a couple of years now with the use 
of a consultant. It has taken that long because nobody else as far as we know in any comparable 
defence force or country, for that matter, has attempted to produce a system that is able to do 
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what you are suggesting. The idea of it is that the four elements of military justice, as we define 
it—that is, discipline, adverse administrative action, the conduct of inquiries and the handling of 
complaints, or the right to make a complaint—are the four components that make up the military 
justice system. The justice, discipline, health and effectiveness pilot scheme that is now running 
measures each of those components of the military justice system according to a number of key 
performance indicators. There are six of them that we use: accessibility, timeliness, fairness, 
accountability, resources and implementation of change. They are crunched together, and the 
objective at the end of it is to produce a fairly simple traffic light type output—red, amber and 
green—which will give an indication. The information that goes into the data that forms the 
basis of this system is gathered from many data systems. If it is green there is no cause to worry. 
Amber means it might need some attention. If it is red, of course you need to do something about 
it. 

Senator MARK BISHOP—Are you in the process of developing this scheme or have you 
developed it? 

Mr Earley—The pilot scheme has just been finished. It became operational on 30 June. 

Senator MARK BISHOP—The drafting of the pilot scheme or the implementation of the 
pilot scheme? 

Mr Earley—The implementation of it. 

Senator MARK BISHOP—Implementation commenced on 1 July this year? 

Mr Earley—The first pilot report was available then, yes. 

Senator MARK BISHOP—For how long have you been trialling it? 

Mr Earley—There were two phases. When we initially started this about three years ago, I 
think from memory, version one had some hiccups in it. It did not deliver precisely what we 
wanted, and we had to make a decision on whether to persevere with this new and untested 
assessment. We decided to go with it and only last month I was briefed on version two. It 
certainly impressed me and I think it has a lot of potential. 

Senator MARK BISHOP—Version two has been up and running. You have had a report on 
its effectiveness. You think it shows potential into the future. Where do we go now post-1 July 
with that about-to-be-approved pilot scheme? 

Mr Earley—So far it has been mostly confined to within my office. The next step is to 
present it to stakeholders, services in particular, to show them what it can do and to get their 
confidence— 

Senator MARK BISHOP—It has not yet been trialled at unit level? 

Mr Earley—It has been trialled but only within my office. But the information that is used to 
trial it has been gathered from all the usual sources. 
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Senator MARK BISHOP—What I am hearing you say is that over a period of time you have 
developed some sort of objective system of reporting on the effectiveness at unit level of a whole 
range of changes. There have been two stages to develop it. You now have a system whereby, as 
far as your office is concerned, it has been trialled and you think it might be effective. It now has 
to be discussed through with the service chiefs. What is the time plan, or is there a time plan, for 
implementation of an approved model? 

Mr Earley—I am hopeful that we will have it by the end of this year. 

Senator MARK BISHOP—We have had the report and detailed discussions on two 
occasions over the last three weeks as to the progress of implementation of formal military 
justice. I do not recall that this issue was reported. That is why I am exploring it now. 

Mr Earley—I mentioned it when last we met. I mentioned it in passing but at that stage I do 
not think I had actually been briefed on it. I have now been briefed on it, and that is why I am 
able to say— 

Senator MARK BISHOP—I understand. That is fine. That is really still a work in progress. 

Mr Earley—Yes. 

Senator MARK BISHOP—We all know that there have been significant reforms in terms of 
military justice over the last three or four years, and that will continue. You outlined in your 
earlier remarks a range of independent institutions that have now been created. What do you see 
as the main institutional structures that will prevent any undermining or slippage in these 
reforms as we go forward? 

Mr Earley—I suppose it is the same sorts of things that would affect the rest of the Defence 
Force, and that is basically resources. If we are to have an effective, fair and transparent military 
justice system to the standard that we all expect and that we all have been working to, there is a 
cost attached. There is a cost attached to having an effective ADF investigative service, for 
example. As you know, the ADFIS, ADF Investigative Services, one of the new initiatives of the 
reform program, is up and running but is undermanned, so ways will have to be found and 
resources will have to be produced to make sure that it fills its complement and that its recruiting 
and retention are up to speed. 

Senator MARK BISHOP—The critical thing that you identify to continuing success into the 
future is sufficient resourcing. 

Mr Earley—There are two things. The resources are clearly one thing, but continued focus by 
senior leadership is absolutely critical to this. 

Senator MARK BISHOP—I agree with that. 

Mr Earley—And let me add to that that that senior focus has been extremely evident over the 
last few years. 
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Senator MARK BISHOP—It has been, and the critical role CDF has played should be 
publicly acknowledged—and I am happy to do so. You have outlined to Mr Bevis the process of 
audit, the educative role, and then in further discussion you talked about the pilot system and the 
way forward over the next six months. Do you see the new reporting systems, the audit activities 
of the IG ADF, and bringing to pass permanently the pilot system you have talked about, as 
being permanent in the ADF’s military justice system? 

Mr Earley—I would absolutely hope they will be. I do see them as being permanent. I go 
back to what Justice Burchett said, and that is that there needs to be and there must be an 
ongoing scrutiny. As I said, the ADF is a passing parade, and that is why we need ongoing 
scrutiny. I would see the activities of my office and indeed the periodic independent external 
reviews, such as that now being undertaken by Sir Laurence Street and Air Marshal Fisher, as 
being a feature of that as well. 

Senator MARK BISHOP—In your introductory remarks you referred to the independence of 
the Director of Military Prosecutions. We know about the independence of the AMC. We know 
about the JAG and various bodies that report independently from a chain of command to 
parliament and its committees. What is your view on similar structural or legislative 
independence being given to your office, the IG ADF? 

Mr Earley—The first thing I should say is that there is already a legislative independence for 
my office. My office is established under the Defence Act, not the Defence Force Discipline Act, 
for a start. It is different from the other two in the sense that the IG ADF was a creature 
envisioned and created, I think legislatively, to help the CDF. So, unlike the DMP and the AMC, 
my reporting function is to the CDF. I provide him with a comprehensive annual report each 
year, extracts of which are published in the Defence annual report. But the difference is, I 
suppose, that I do not report directly. Although I am appointed by the minister, my report does 
not go directly to— 

Senator MARK BISHOP—That is the point I am trying to home in on. For good or for bad, 
the AMC and the DMP make independent reports to the minister and the parliament and can be 
the subject of questioning; you are in some respects adviser or implementer for CDF but not as 
independent in the sense that DMP and AMC are. 

Mr Earley—Only in the sense of that report I think. 

Senator MARK BISHOP—Yes. 

Mr Earley—I might say that there are some certain advantages in the way that the IG ADF 
office is structured as being, in a sense, not only acting with my independent authority but acting 
with the direct authority of the CDF. In a hierarchal military organisation that stands for a lot. If 
you are completely external, then—from my observation, anyway—the standard reaction of a 
bureaucracy is to create a single point of contact, and business is done through that single point 
of contact. My office does not do business like that. Because of where we are situated and how 
we are structured, my office can go anywhere in the Defence Force if I want it to. 

Senator MARK BISHOP—You make the strong point—and it has considerable validity—
that working in conjunction with the CDF gives you a form of both independence and utility in 
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terms of carrying out your work. How much does that relate to the persona of the current CDF? 
It might be different into the future with a CDF who is not so schooled in this whole debate. 
Does it rely upon his personal integrity and sense of ownership of the issue? 

Mr Earley—Clearly, the present CDF is extremely strong, as you know, on the improvements 
to the military justice system and is an enormous support to my office—always has been, and so 
was his predecessor. My own view is that any CDF in the future would probably have to follow 
the same line because of the visibility of the position and the consequences of what would 
happen if they did not. What they do is very public, of course. It depends to some extent not only 
on the personality of the CDF but also on the IG ADF. 

CHAIR—I thank you for your evidence. The document that you hand-delivered, the letter 
from the CDF to myself on behalf of the committee, will be taken as evidence for the committee. 
Hansard will provide you with a transcript of your evidence. Should there be any matters that 
you think warrant alteration or change, you should contact them. I should just note also that the 
matter has been, as I said, the subject of significant inquiry by many committees over a couple of 
decades, to my knowledge, and most recently I think the Senate committee has done a leading, 
first-class job trying to review this from a parliamentary perspective. I am sure they will 
continue to do so, but I think it is important for the joint committee to have an understanding of 
the key issues associated with this and I thank you for providing us with that. 

Mr Earley—You are welcome. 

CHAIR—The final session today is dealing with personnel matters and I invite those 
witnesses who are appearing in respect of that to come forward. 
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[3.08 pm] 

MINNS, Mr Philip Gregory, Deputy Secretary, People Strategies and Policy, Department of 
Defence 

SLATER, Major General Michael, Head, Personnel Executive, People Strategies and 
Policy, Department of Defence 

CHAIR—On behalf of the committee I welcome the witnesses, who are giving evidence on 
recruitment and retention, personnel shortages issues and related matters. Although the 
subcommittee does not require you to give evidence on oath, I advise you that these proceedings 
and hearings are legal proceedings of the parliament and therefore have the same standing as 
proceedings of the respective houses of the parliament. Are there any opening remarks either of 
you would like to make? 

Mr Minns—We have been made aware of two specific issues you would like us to cover, so 
we are ready to address those. I will perhaps also make the point that people strategies going to 
recruitment and retention in Defence at the moment are in a period of reframing under a new 
strategic approach. There has been a lot of good progress made in the last two years, but efforts 
are continuing to improve how we approach the issues concerning people both in the Public 
Service and in the Defence Force that impact their willingness to stay in the organisation. We are 
doing that work through the process of a companion review on people for the white paper and 
that will be an extensive strategic and operational review of how we meet the people 
requirements of the organisation, how we run the governance for the HR system—the people 
system—and how we ensure that our business processes in the area to deliver services are 
effective, have been reviewed and are being improved to generate the capacity to reinvest in 
people issues in Defence. 

CHAIR—Earlier today we were talking about hardening the Army and the like. Reference 
was made that it was reaching the point with some of those things where it is going to be a bit 
more difficult to get some of the specialist personnel required, and there are some other high-
profile examples, including specialist areas in Navy and also some in Air Force. What strategies 
are we engaged in to minimise separation rates and to recruit, particularly in those specialist 
areas? Submarines are often mentioned and they were mentioned earlier today when we were 
talking about the number of days available on Collins submarines in the year in question. That is 
a continuing problem since that year as well. What are the strategies that are being adopted? 

Major Gen. Slater—At the moment across the ADF we have 36 critical categories of trades 
or professions that we are concerned about. That breaks up into 22 in the Navy, 13 in the Army 
and only one in the Air Force at the moment. Eleven of those are at this stage looking as though 
they are worsening, four are improving and 21 we do not see any immediate change in. Each of 
the three services has specific recovery strategies for each of those trades that we are concerned 
about at the moment, and the strategies generally fall into short-term and longer term initiatives 
to fix them. Within the short-term fixes there are such things as retention bonuses—dollars have 
been offered to people to stay rather than leave. We have increased specific recruiting targets in 
some of those trades where we were short. That is not a simple fix—that is for sure. There is 
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some organisational restructuring going on within some of the trade categories within each of the 
services. They are the short-term fixes for trying to stem the flow of people out of the force 
while we get the longer term remedies in place. 

Some of the longer term recovery strategies are again about money and making sure that we 
have the right salary structure and paying the right quanta of salary to these people to ensure that 
they are prepared to stay when the market forces are trying to pull them out in the future. We are 
restructuring some of the trades and the professions where we have these concerns to make them 
more sustainable in the longer term. For example, we have some trades where the base for the 
feeder skills is too narrow for the number of qualified tradesmen that we actually need, so we 
have to get the shape of that career progression in the trade going like this rather than, at present, 
like that. 

As part of the total package—the employment offer that we make to people in the future—we 
are trying to improve other areas. It is more than just the base salary. There are the personal 
benefits, such as housing and accommodation and superannuation. These are areas that we are 
working to improve over the next few years as part of the longer recovery strategies across the 
critical trades. 

On top of that, there are the family benefits. We are always trying to improve those benefits 
that we offer members’ families. We have a saying: ‘Recruit the member and retain the 
member’s family.’ Possible initiatives in the future are medical and dental health support for 
families and an improved new defence assistance housing loan that is attractive to families so as 
to encourage members to stay in. We are working on the reduction of policy barriers in our 
longer term strategies so that it is easier for an individual who may be serving in a particular 
trade in one service when they have had enough of working in that particular service. Rather 
than the easiest option being to leave the ADF altogether, maybe we can offer them a second 
stream within another service doing similar trade work. 

Mr Minns—I would mention a few strategies in the recruitment space. We have gone through 
a process of reform of the Defence Force Recruiting Organisation and the process of building a 
new model. The aim of the model is to see whether we can get more of the military personnel in 
that organisation out and engaging with potential candidates, with the back-office work of the 
recruitment activity being done by our supporting partner organisation. In that mix we have 
created specialist groups of military personnel to focus on recruitment in the critical trades. We 
are about to introduce a scholarship framework which is designed to foster students in high 
school focusing on the sorts of subjects that will enable them to be considered for selection to 
critical trades when they finish year 12. We have a specialist provider working with us, 
effectively in a search capacity, to find people who could be recruited to those critical trade roles 
within defence. They are three specific initiatives that we currently have operating in the 
recruitment space. 

We have also been requested by the CDF in the last month to review what I would call the 
pathways for entry into critical trades across the three services. General Slater has talked about 
some of those issues, but not all of the trades that are critical for us are recruited directly from 
the external labour market. Some of them are probably better recruited from inside defence—
from the internal labour market. We are developing some pathways that make it clear to people 
what those career opportunities are and what process steps are to be considered for them. To 
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have that operating through the career management process is what that activity is about. We are 
still, if you like, investigating further opportunities to achieve recovery in the critical trades. 

CHAIR—How will the scholarship system that you mentioned operate? I take it that is a 
school level scholarship? 

Mr Minns—I might have to find that information and forward it to you. From each of the 
three recruitment initiatives, we are seeking to attract 200 applicants, or 200 responses for 
consideration for application, to those critical trades. My memory of the scholarship framework 
is that we are looking to offer in the order of 1,500, but that is something I would prefer to get 
the facts on. 

CHAIR—Is that a bonded scholarship or a return of service obligation arrangement? 

Mr Minns—No. It is not a huge amount of money for the individual, but it is what we are 
describing as a process of establishment engagement and a relationship with potential candidates 
and, if you like, keeping that process alive through their high school years. 

CHAIR—It is not intended to induce people to do studies they might not otherwise do, nor to 
require them, in return for the scholarship, to enter a period of service; it is more just a 
relationship building activity? 

Mr Minns—Relationship building but also with an understanding that these trades require 
these kinds of entry standards, in an educational sense. So, if you are looking to do a specialised 
role in the submariner world, there are some studies that you should be pursuing in years 11 and 
12. It is making them aware of that. It will be a competitive process where people bid to be 
considered for those scholarships. It is a more than just creating a relationship; it is part of our 
strategy more generally to work with careers advisers in schools to develop active advocates for 
an ADF career. 

Mr ROBERT—General Slater, I refer you to page 137 of the annual report. I am sure that 
you have memorised it. 

Major Gen. Slater—I have. 

Mr ROBERT—Between June 2001 and June 2003 across all three services and, indeed, 
across the ADF, the separation rate dropped substantially. Across the ADF it dropped by four per 
cent and across Air Force alone it dropped by six per cent. Then, of course, from June 2003 to 
June 2005, it went back up again by two or three per cent and it has slowly started to work its 
way down. Between June 2001 and June 2003, why did separation drop by four per cent or five 
per cent and in the next two years, from June 2003 to June 2005, why did it rise by two per cent 
or three per cent? 

Major Gen. Slater—I would be foolish if I were to try to give you an answer to that question. 
The amount of analysis that would be required would take us some time to do and I do not have 
that at my fingertips. 
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Mr ROBERT—I am sure Defence would have done the analysis. A separation rate of five per 
cent over two years is substantial. I am sure your office would have done something. It would be 
useful if your office could provide that to the committee. It would be interesting to know why 
over two years there was a substantial drop in the separation rate, which is outstanding, and that 
in the following two years it increased again. 

Major Gen. Slater—We will be able to access that analysis and suggest some reasons that 
would have contributed to those changes, but we would not try to give definitives. 

Mr ROBERT—That is fair enough. Going on to your lead statement about the difference that 
a range of initiatives have made, do you have any quantified evidence about the likes of the 
changed salaries, the new home loan evidence, the retention bonuses, the gap year, the new 
superannuation and so on? Is there any quantified data as to the impact those changes are now 
having on the reduction in separation? 

Mr Minns—As at 1 May and 1 June, the separation rate had fallen to 9.9 per cent. 

Mr ROBERT—Is this for the ADF? 

Mr Minns—Yes. That compares very favourably with many of the competitors that we face in 
the external labour market. The rate in the mining sector is probably double that. The rate for 
professional services organisations and the service industry generally is more likely to be in the 
high teens and the low twenties.  

Our issue is that, because we do not recruit laterally very much at all, it is still preferable for 
us if we can get 10 per cent down to nine per cent. We see gaps appearing in our labour market 
over the years if we take too much of a hit in turnover in a given year. Our objective would be to 
see whether we can take 9.9 per cent down further. But perhaps Defence is an organisation that 
will always experience turnover in the range of at least eight per cent perhaps because of the age 
of the people and the nature of the service commitment. 

Mr ROBERT—Treasury’s view is that unemployment will rise by about 130,000 this 
financial year. Is there a general trend that, when unemployment rises, it is easier for Defence to 
recruit? Is that a reasonable statement, or does that no longer hold true? 

Mr Minns—There is a slight statistical correlation, but it is not a very strong one. One of the 
pieces of work that we are commissioning at present, as part of a review of the HR function, is to 
look at our quite effective research capability within Defence and target it at this kind of 
retention causality analysis. We do that work, but we do not necessarily have it refined enough to 
be able to answer your first question—‘Explain for me that shift in separation or retention over a 
two-year period.’ That is a strategic objective that is now with my team to see if we can make 
our research effort much more targeted to the drivers of a stay-or-go decision for a given cohort 
within the workforce. 

Getting down to or less than 10 per cent is our best performance for around a decade. We 
know at some level, through the reports from the services, that it is a combination of strategies 
and solutions. It is also the effect of things like the Defence Home Ownership Assistance 
Scheme that operate to cause people to stay in. It is possible that, as a result of the scheme 
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coming in, some people who have stayed to qualify for that arrangement would consider moving 
on. So we could see again some higher drift in the turnover rate, but we do not think it will be a 
large spike. 

Mr ROBERT—Do you have a view on the current operational tempo and its impact on 
retention, be it Defence personnel staying because there is a ‘real’ job—I use that word 
loosely—or, for some of my intelligence colleagues, ‘This is my seventh tour and I have had a 
bit of a gutful and I am doing something else’? 

Major Gen. Slater—For every person who will give you the first response that you have just 
given as an example, the alternative is given by someone else. 

Mr ROBERT—That is fair. Just on that same line, Defence is moving towards eight-month 
rotations to relieve some of the burden of the rotational schedule. In 1993 with the Cambodian 
commitment, which was 12 months, officer colleagues of mine experienced something like an 
80 per cent separation rate of marriages upon return, which is incredibly high. We have never 
done a 12-month rotation on bulk since that time. What work is being done looking at the impact 
on families, on social services and on home norms with increasing to eight-month deployment 
for our people? 

Major Gen. Slater—Prior to now, research that has been done within Army indicates that the 
optimum period for people who are currently serving and their families is somewhere between 
the six- and eight-month mark. If our service population changes, the optimum period may also 
change; but at the moment we know it is between the six- and eight-month mark. 

We have been very quick to engage families, a lot quicker than we have probably been in the 
past. There is a strategic review of the Defence Community Organisation that supports the chain 
of command in providing the necessary support for the families when members are away. As a 
result of that review, which is now in its final stages, I would hope that we can make sure that we 
are structured to provide whatever additional support our families may need for these longer 
deployment periods. There are a number of individual conditions of service-type benefits that 
may need to be introduced, and we are doing work in preparation for that as well. 

Mr ROBERT—The quid pro quo for families normally is, ‘I am happy for you to go and 
serve for six or eight months, but when you come back I actually want you at home for 12 
months.’ How is the military going, because they obviously need to balance things such as 
promotional courses, training exercises and so on during home time? 

Major Gen. Slater—The eight months at this stage is Army; we are not talking about right 
across the ADF. When you look at the nature of operations that Army is involved in and, 
therefore, the types of units that are deploying and redeploying and redeploying, the eight 
months will enable us to better schedule and quarantine the period after a deployment. I am 
choosing my words carefully here because there will inevitably be someone who this does not 
work for. 

Mr ROBERT—There are always exceptions. 
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Major Gen. Slater—However, for the majority of people, after having done an eight-month 
rotation, their unit training cycle and deployment cycle will mean that they should have at least 
two years back in Australia before being required to go again as a formal group from that unit. 
That is a total of two years. In the following 16 months they will be able to do the time at home, 
more routine in-barracks training, promotion courses, et cetera, which is difficult to schedule at 
the moment with the higher rotation tempo. 

CHAIR—Can you go through the nuts and bolts of the two years back? I think you were 
saying it is eight months overseas and two years back? 

Major Gen. Slater—It comes back to identifying specific units and types of units that are 
having to do the repeat tours. We have currently sufficient units matched up against our known 
operational commitments over the next few years to say that there will almost be a two-year 
cycle and during that two years, eight months— 

CHAIR—A two-year cycle and not two years back? 

Major Gen. Slater—Yes, a two-year cycle total, which is why you get that 16 months at 
home. 

CHAIR—Yes. What value do return of service obligation arrangements have? There was a 
time when they were very in vogue as a way of fixing problems in a hurry, but where do we 
apply return of service obligations these days? 

Major Gen. Slater—Most professional or trade-type training that we give our people and 
some overseas training incur a return of service obligation, which generally is one year for every 
year of training plus one at the end. 

Senator FORSHAW—I would like a bit of an update on what is happening with reservists. 
We deployed a company of reservists to the Solomon Islands. Are there any reservists still in the 
Solomons? 

Major Gen. Slater—Yes, there are. 

Senator FORSHAW—How many? Is it still that company? 

Major Gen. Slater—I am not sure if you have been there to visit. 

Senator FORSHAW—I have not, no. 

Major Gen. Slater—There is a company of reservists there. 

Senator FORSHAW—How are they rotated? 

Major Gen. Slater—I cannot give you the details of how they work that rotation. 

Senator FORSHAW—Can you let me know? 
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Major Gen. Slater—I can certainly find out. 

Senator FORSHAW—This could have been covered at estimates but I was tied up with other 
things at that time with another committee, but what sort of program is now in place to try to 
increase the number of reservists? Is that part of the overall drive to increase the numbers in the 
force generally? 

Mr Minns—The process of working on the companion review on people for the white paper 
is canvassing all that we need to think about in terms of the integrated workforce. We are 
looking at options to do with the reserve force, how do they complement the work of the 
permanent ADF, and at the model itself. Is there ongoing utility in the reserves being seen the 
way they are compared to part-time membership of the ADF? All of those issues are in play and 
are being considered at present. Our focus is to see if we can come up with a complementary 
force that works in the overall strategic context for the ADF. 

Major Gen. Slater—The number of reserves has increased by almost 1,300 in the last 12 
months to May this year. 

Senator FORSHAW—We will obviously wait and see what comes through the white paper 
process. 

CHAIR—I have a question about cadets. The annual report makes reference to cadets and as 
is often the case talks about the percentage of recruits who were former cadets. That is fine, but 
has anyone ever done any research on the effect of cadet participation in influencing the decision 
to join, rather than the comfortable analysis of how many recruits were cadets? I put the 
proposition that those who are keen to join the cadets probably had an interest in having a career 
in the military or at least trying it out, and if we are spending $36 million a year on the cadets 
what do we know about how that influences their decision? 

Mr Minns—I am not familiar in the five months that I have been here—and the General may 
have a broader context—that we know through direct research the decision-influence effect of 
membership. We do that style of research. We just have not done it for that group. 

CHAIR—For example, do we ask cadets when they are joining, ‘Do you have an interest in a 
career in the military?’ Do they get asked that question on entry and exit? 

Mr Minns—They may well. The issue would be that it is a very diverse and distributed 
organisation, so we are not capturing that. It is not coming back as standard data even if it is 
being asked. 

CHAIR—Would that seem to be a relevant question to ask if we are spending $36 million as a 
Defence outlay? There are all sorts of reasons that could be advanced as to why this is a good 
thing for many young people to do, and if Family Services wants to pay Defence to perform that 
work then that is admirable. But, given it is coming out of the Defence budget, I assume it is a 
Defence outcome. My simple question is: has anyone looked at what that Defence outcome is? 
The annual report does not tell me, but that is not peculiar to this annual report. To put your mind 
at ease, I have been seeking this information for about 18 years. If the answer exists, successive 
senior officers have decided not to disclose it or to get it. I have to say the proposition I 
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advanced before seems to me to be a not unreasonable one. That is, those people who at 15 years 
in a school say, ‘I think I would like to join the cadets’, probably have in the back of their mind, 
‘I wouldn’t mind trying out the Defence Force as a job.’ In other words, when we spend $36 
million, what are we doing with the $36 million? 

Mr Minns—The whole question about cadets, its objective, its governance model and the 
effectiveness of the cadets as a feeder group for the ADF is in the frame. Parliamentary Secretary 
Kelly has commissioned or is in the process of commissioning with the CDF a review of the 
cadet organisation to ask those questions. 

One of the observations that I have made in the first quarter that I was here is that cadets is an 
enormous organisation with a joint community focus, yet it is a hard thing for Defence to fully 
understand and engage with because it is such a distributed structure. One of the key aims of the 
review that is coming is to look at the governance model. So there has been a decision to have 
that review. Some of the conversations that we have triggered with the Chief of Services 
Committee has gone to the question of do we understand enough of how we are using cadets in a 
strategic and effective way. The level of cadet background in our officer corps is around 35 per 
cent. 

Major Gen. Slater—Closer to 40 per cent  

Mr Minns—It is closer to 40 per cent who have that background.  

Mr ROBERT—That is huge. 

CHAIR—That is like the old school tie. 

Major Gen. Slater—Yes, which led to the other. 

CHAIR—I was going to say it is a bit like the old school tie. I think it is good because I went 
through it, and I have heard that from plenty of officers. 

Mr ROBERT—I think it is good because I went through it. 

CHAIR—I have heard that from plenty of officers. It does not tell me that if you never went 
through it you would not have joined the Defence Force in the first place. I have a simple 
proposition: if we are spending $36 million out of the Defence budget I would like to see a 
Defence outcome. 

Mr Minns—There is an outcome in that it is supporting that level of recruitment to the officer 
corps. 

CHAIR—What level of recruitment? How is the level of recruitment different because we 
spent the $36 million? 

Mr Minns—If you look at the propensity for any member of the community to consider a 
career in the Defence Force, it is exceptionally small. 
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CHAIR—What percentage of school students elect to join the cadets? It is exceptionally 
small. 

Mr Minns—Yes. There is an issue about whether we are spending money on people who 
might have done this anyway. It is actually a question you can ask in the context of the gap year 
as well, although it does look like with the gap year that we are not seeing cannibalisation of the 
market. We are seeing people who are trying before they buy through a gap year experience. But 
the questions that you are raising are the ones that occurred to me, together with the governance 
issue about how well Defence oversights what is a fairly large and very distributed organisation, 
and that is why there is going to be a review. 

Mr ROBERT—My question is on the gap year and the chair’s question with respect to 
whether we measure cadets and cadet input and return on investment for our money. When 
someone joins the cadets do we measure their level of interest in the Defence Force by asking 
questions like, ‘Would you have joined anyway?’ It would appear that that degree of analysis has 
not been done. Is that a fair statement? 

Mr Minns—That is my sense of it. 

Major Gen. Slater—Yes. 

Mr ROBERT—I will leave the chair to deal with what should be done with cadets. When we 
move to the gap year, which perhaps is a little easier to measure because men and women are 
choosing to put on a uniform in the professional military and do a gap year, have we gone down 
a path of measuring before they start their gap year, midway and at the end to get a feel for 
whether the gap year is indeed working? 

Mr Minns—I am not sure that we asked a question when they started on whether they were 
intending to join anyway. In some respects, if we ask them at that point whether they think they 
might join at the end, their answer will be that they do not know and that is why they are there 
on a gap year. What we have discovered, though, is that in the order of 50 people from the cohort 
of 700 have already sought to convert to the permanent ADF. We have had a separation number 
of about 66 at this stage, and that is a much lower proportion of separation through a training 
process than we get through the normal intake for the ADF. To see that number of people already 
committing to a decision to join the permanent force is encouraging. 

It needs to be remembered, too, that the gap year was not necessarily about a feeder group to 
permanent membership of the ADF. In fact, if all 700 put their hand up and said they would like 
to come in, to some extent it could give us an issue, because some of them would wish to enter 
in the officer class and the officer process is a competitive selection model that was not the 
model for gap year. The gap year provided an opportunity to meet a particular standard, and it is 
first in, first served. We are in the process midyear of assessing gap year outcomes, assessing our 
view about it, and we have started with those people a research project. The later work has 
embraced the gap year population as well. 

Mr ROBERT—You said that the gap year was not about targeted recruitment. That was not 
its purpose. 
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Mr Minns—No. It was designed to give people an experience of life in the ADF, perhaps with 
the idea that they might do the gap year, proceed on to study or university, and look to return to 
the ADF at the end of that process—‘gap year’ meaning something you do for a year before you 
commit to your career objective. 

Mr ROBERT—It was designed with recruitment in mind? 

Mr Minns—Yes. 

Major Gen. Slater—Longer term recruitment rather than short term. 

Mr ROBERT—The ADF is not in the business of providing an experience. There are theme 
parks in my electorate that do that very well. So, it was designed with a long-term recruitment 
strategy in mind? 

Mr Minns—Yes, but my point was that it was not necessarily converting them all at the end 
of their gap year. 

CHAIR—There is a matter that struck me in reading the ASPI budget review that deals with 
personnel that I would like to read to you, because I was somewhat surprised to read it. It states: 

It is sobering to compare the number of middle and senior managers in Defence from 1998-99, just after the Defence 
Reform Program, to the latest available figures. Civilian senior executive numbers have grown by 59 per cent and star 
rank military officer numbers have increased by 57 per cent. Most startling has been the increase at Dep Sec level, from 
four to 11, after the DRP suggested a reduction to three. 

As a dep sec you might have a view about that? 

Mr Minns—Especially as a recent dep sec. 

CHAIR—I appreciate the ASPI document was talking about percentages and we can all have 
fun with percentages rather than raw figures, but even allowing for some tinkering with that, 
what is it that is happening in Defence personnel that results in increases in star ranked officers 
and equivalent senior execs and a dramatic expansion of the dep secs against what was 
supposedly the stated position of government? 

Mr Minns—If we go back to the DRP, it recommended that we had four SES band 3 
positions: Deputy Secretary, Strategy and Intelligence; Chief Defence Acquisition; Chief 
Defence Scientist; and Deputy Secretary, Budget and Management. That was what DRP 
recommended. The actions after the Defence Reform Program in 1997 did see four roles created. 
The Deputy Secretary, Budget and Management role was called Deputy Secretary, Corporate. 
Chief Defence Scientist was as recommended. There was a Deputy Secretary, Acquisition and a 
Strategy and Intelligence role.  

A couple of things happened in the period of early 2000. A CFO role was created, and from 
my impression after five months that is not an unreasonable idea in an organisation of this size 
with the budget that it has. Elevating the role to a more senior level and presence on the 
executive team would be the norm in the corporate sector and many other government trading 
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enterprises. I am sorry, the Intelligence and Strategy position was split into a Deputy Secretary, 
Strategy position and mostly driven by the increased overseas activity around deployments—
Timor, Iraq and Afghanistan—so that adds another position. The next three increases are all 
about the Defence Materiel Organisation. The Defence Materiel Organisation operates with 
some significant delegations around employment in its own right, with the consultation between 
the CEO of DMO and the secretary of the department. Three dep sec roles were created in 
2007—a General Manager, Corporate, a General Manager, Systems and a General Manager, 
Programs. I am probably not well placed to discuss the context for those decisions. They would 
have been taken by Dr Gumley and the secretary of the department.  

The next three additions are as a result of the Defence management review conducted in 2007, 
where the DMR recommended three new band 3 roles—a policy and coordination deputy 
secretary, a strategic HR role, which I now fill; and a chief information officer role. There was 
also a temporary dep sec role for the white paper established with a limited tenure in January this 
year. That explains the expansion. It is an organisation with DMO included of 21,000 employees 
that represents a public service leadership group of about 11 people. That group plus the seven 
band 3 members of the ADF mean that we have a leadership team looking after 70,000-plus 
permanent employees. From the context where I have worked in other government, I have 
worked on an 11-member executive team and an 8,500 employee organisation. I think that with 
Defence’s strategic challenges and its operational requirements to run the organisation it is not 
unreasonable to have a CIO, to have a director of HR, to have a focus on governance, and those 
particular roles created within DMO go to the Kinnaird review and the reform agenda that Dr 
Gumley has been running. So, it is growth. As a person who had no contact with Defence in 
1997, I think the idea that there was a secretary and four dep secretaries that were running the 
organisation was probably underdone. 

CHAIR—As someone who was not a huge fan of the Defence Reform Program at the time it 
came out, I could be persuaded to agree with you on that point. But there are some other 
examples that are given. The middle manager level, colonel/lieutenant colonel, has grown by 30 
per cent, and civilian middle managers have grown by 59 per cent. I do not agree with 
everything that is in the ASPI document, but it just seems to paint a picture of pretty dramatic 
growth in the number of people in management roles at a time when we obviously have issues 
with recruitment and retention in getting the numbers to expand the Defence Force. There are 
higher numbers of staff and we do not seem to have any problems expanding the management 
levels. 

Major Gen. Slater—The period that we are talking about is also that period where we have 
had a high operational rate overseas. To conduct those operations you are looking at a significant 
increase in the workload and tasking of the lieutenant colonel/colonel bracket. As we have sent 
people particularly to the Middle East and to Timor we have had to backfill them in their 
appointments and their roles back here in Australia to keep the ADF moving in a sustainable 
way. Training and maintaining the force back here and preparing the forces to go is heavily 
reliant on people at that rank level, so there would have been a sizeable element of the increase 
in those particular rank levels of ADF officers that you just cited as a direct result of the conduct 
of operations. 

CHAIR—I appreciate that. There is one other point in this document that I would be 
interested in your comment on in terms of personnel. At 21 June 2007 there were 843 ADF 
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personnel on non-operational overseas postings. It does not identify where they were, but that 
struck me as a very large number of defence personnel on non-operational postings. Can you tell 
us what might make up that 843? 

Major Gen. Slater—I would highlight first of all that there are two main areas where they are 
deployed. The first country is the United States, where we have 398. These figures are as at 1 
July this year. There are 398 in the United States and 114 in the United Kingdom. 

CHAIR—Can you tell us what they are doing and what sorts of ranks we are talking about? 

Major Gen. Slater—Rank-wise they would be senior non-commissioned officers, warrant 
officers and officers. The officers would be generally in the rank bracket from captain through to 
lieutenant colonel, although there are some individuals above lieutenant colonel, such as the 
heads of the defence staff in countries such as Indonesia, the United Kingdom and the United 
States, where they are a much higher rank. I can break the 800-odd into a number of functional 
areas and just give you the numbers, which might help you to get a better understanding. Those 
people in training and instruction in overseas schools total 267. Logistics officers doing in-line 
logistic functions or involved with our procurement of overseas equipment totals 167. 

CHAIR—If they were doing logistics functions wouldn’t they be on operational duty 
overseas? 

Major Gen. Slater—Not necessarily. You could have an officer who was posted into, let us 
say, an exchange position in a US military unit in continental USA where he is employed as a 
logistician. That would not be an operational job. It is classed as an exchange job. He may well 
have a reciprocal US officer posted to an Australian unit here in Australia, and it is the 
experience they gain in working in each other’s systems and the skills that they learn over 
generally a two-year period that are of value to both armies. we have 98 people doing defence 
international policy related work. 

CHAIR—What is defence international policy? 

Major Gen. Slater—That will be a range of jobs that may be in Australian embassies or high 
commissions around the world doing defence related work. 

CHAIR—I am not sure about that. There are defence attaches and defence staff attached to 
our posts. 

Major Gen. Slater—They are included in this group. 

CHAIR—I do not think there are 98 of them. 

Major Gen. Slater—There are both uniformed and civilian people doing that work as part of 
our overseas defence staff. 

CHAIR—So, I am clear, I would like to know what the 98 are. I want to know what the 
words ‘defence international policy’ mean. If those words mean staff attached to Australian posts 
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overseas, embassies and high commissions, then that is an answer. If it means them plus others, 
then I would like to know who the others are. 

Major Gen. Slater—To my knowledge, it is those who are in our embassies and high 
commissions overseas, defence staff both military and civilian. The next group is defence liaison 
staff, totalling 94—for example, an officer posted as, say, the CDF’s liaison officer 
representative to the Pentagon. These are individuals who have been posted to key and 
significant headquarters or units that we are working with on a regular basis around the world to 
facilitate the exchange of information between who they are representing back here in Australia 
and the organisation they have been attached to. Again, it could be civilian or military. 

CHAIR—That is the current list more or less? 

Major Gen. Slater—There are more. 

CHAIR—Keep going. 

Major Gen. Slater—Defence cooperation has 84 people. For example, we have a team of 
officers, warrant officers and senior NCOs in Timor who are working in a cooperative sense, a 
training sense and an advisory capacity with the Timorese Defence Force. We have 53 people in 
Butterworth, Malaysia. 

CHAIR—Is that classified as non-operational? 

Major Gen. Slater—It is. I suspect that it depends on whose definition or what definition of 
‘operational’ you want to use. In the figures that are referred to in the reports you have there, as 
we understand it—and this is the break-up we have got of the 800-odd—you may classify a 
whole number of these as operational tasks under a different definition. These are certainly 
people who are out there working in a pure defence role. Just to complete the list, I can give you 
two more. 

CHAIR—Yes, please. Keep going. 

Major Gen. Slater—We have 44 people involved in defence security. I cannot tell you where 
they all are because I do not know, but again I imagine many of them would be attached to our 
embassies and high commissions. And, finally, there are 35 people involved in research and 
development. 

CHAIR—Are these people overseas? 

Major Gen. Slater—Yes. 

CHAIR—That answers my question. I appreciate that. Is that the full list? Have you got more 
to come? 

Major Gen. Slater—No. That is the full list by function. If you want to sit here for many 
more hours I can give you a break-up by service in country, detailed by rank level by service. 
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CHAIR—We need to save time, but I am actually interested to know the answer because it 
intrigues me. 

Major Gen. Slater—I will mail it to you. 

CHAIR—If you would like to provide it to the secretariat, we would appreciate it. Are there 
any other questions?  

Senator MARK BISHOP—I seek some guidance, Chair. We had a lengthy discussion earlier 
on recruitment and retention issues. It was in the context of trades across the three services. After 
I left, did we expand it out to non-trades areas or did we go on to other things? I do not want to 
reinvent the wheel. 

CHAIR—No, we did not really go any further. 

Senator MARK BISHOP—Past trades? 

CHAIR—No. 

Senator MARK BISHOP—I noted there was a press release from the minister the other day 
saying that something like $350 million had been allocated to some sort of firm to do 
recruitment and retention work over the next four or five years, from memory. We had a briefing 
about a month ago from the three service chiefs and my take on the briefing in terms of both 
recruitment and retention was that Army had more bodies than they could do with and that their 
retention strategies were working so effectively they were going to have some logjams into the 
future. My comments exclude trades areas. Army was very pleased with itself. Air Force was 
pleased with itself, but not as much as Army. And Navy was still a black hole across the board. 
That was my take on what the three service chiefs said to us. All the discussions earlier were 
about trade shortages, and in the final analysis I can tell you it is an issue of price. If you fix the 
price you will fix your trade shortages. That being the case—you do not have to accept this, but 
this is my view—do we have significant problems apart from that which I have outlined in terms 
of recruitment and retention still into the three services excluding trades and technical areas? 

Mr Minns—The language we are using at the moment as we work through the white paper 
process of future direction is that we have probably stemmed the tide in terms of exits from the 
ADF, so the downward curve has flattened out. We have to make recovery in those critical trades 
in the areas that we have suffered in. 

Senator MARK BISHOP—I accept the points that you have repeatedly made to me about 
trades and technical areas. I am talking about all other areas. 

Mr Minns—If you follow that kind of logic, we have stopped a process of losing too many. 
We have got a recovery requirement and we will have to meet whatever the guidance of the 
white paper is based on the strategic needs of Defence for our future ADF size. Given the nature 
of our service model and the fact that 52 per cent of male members leave before 10 years and 
about 68 per cent of females leave before 10 years, we are always in the market for 7,000 or 
8,000 people every year. It is an interesting labour market model, because you do not do very 
much lateral recruitment above the officer intake level and the general intake level. If we have a 
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particular year when we suffer loss in a generational group, we will pay for that for 20 years 
because we have a shortage in that category or rank category. The challenge that we face in a 
recruitment sense is always a fairly intense one, because finding somewhere between 7,000 and 
9,000 recruits in a year is a tall order. 

Senator MARK BISHOP—Excluding trades and technical areas, when we had the three 
service chiefs, General Leahy was jumping out of his skin, he was dancing around the room: he 
had that many bodies both in recruitment and retention and he could not believe it. The same 
principles apply with Air Force, but to a lesser extent and, as I said, Navy has a black hole. That 
being the case, the impression I have had is that recruitment and retention issues, excluding 
trades and technical areas, is a continuing and major problem in Navy, but not an issue across the 
board. 

Mr Minns—What I would say, though, is that it is only not a problem in Army at the moment, 
and it is true that attracting infantrymen to the Army has proved easier than for other categories. 
It is only because we are putting an enormous effort into the recruitment activity. In the last two 
or three years we have reformed the recruitment model; we have refined our brand campaign in 
the market to attract people. A lot of research and a lot of effort have gone into an alliance model 
of delivering a better recruiting outcome. Three or four years ago, as I understand it, we were 
underwater in a recruitment sense in Army and everywhere else. We were not getting enough. 

Senator MARK BISHOP—This is basically a good news story. Apart from trades and 
technical areas and the black hole in Navy, you have basically fixed the problem. 

Major Gen. Slater—Recruiting has always been, and I think always will be, a boom and bust 
cycle. What we have at the moment is some really strong success, particularly in Army. We have 
been successful to a lesser extent in Air Force and we still have some problems with Navy. We 
have a great product to sell. Through research we have been able to size up what it is that the 
market forces are pulling against us and we have been really competitive. The area that we are 
having difficulty with is Navy, because the Navy lifestyle at the moment is not that attractive to 
young people. 

Senator MARK BISHOP—No. They do not like being away. 

Major Gen. Slater—No. So we are working to overcome that, but we have a great product 
and a great formula for the other two services at the moment. What we have to do and what we 
are working to do is sustain the current success into the future and, if we continue doing exactly 
what we are doing now, in five years time we will be down in the trough again. We have to 
continue to read the market and adapt to it. 

Senator MARK BISHOP—I am not going to pursue this now; I will pursue it at another 
time. There is an end point to this discussion and it is why we are spending $350 million on 
recruitment and retention across the board when we have got particular problems. But we are all 
keen to go home and I will pursue that at another place and at another time. 

Mr Minns—I would like to make one point about the contract that was signed. We use an 
alliance model in recruitment, so it is Defence personnel, uniformed personnel, some APS 
members, together with an alliance partner. The current contract is with Manpower and the 
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future contract is with Chandler Macleod. The point of moving to that model was to make sure 
that our uniformed personnel were actually doing the recruiting and attracting, and not the other 
work. Before that model was introduced we had something like 1,800 uniform personnel 
working in recruitment. We now have 230 very well deployed. So as the operational tempo issue 
has bitten and the ability of the services to provide a service based delivery model for 
recruitment has declined, the alliance partner model is a framework that has delivered results and 
we hope it will continue to in the future. 

CHAIR—Thank you very much for your evidence. As you can see, people are in fact 
deserting us to catch planes. Again, I would like to thank you for coming to this public hearing 
of the Defence subcommittee and providing the evidence that you have. A Hansard transcript of 
your evidence will be made available to you and, should there be any matters you think require 
alteration, you should contact the subcommittee secretariat. At this point I declare closed this 
public hearing of the Defence subcommittee. 

Subcommittee adjourned at 4.07 pm 

 


