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DUTIES OF THE COMMITTEE

Section 8.(1) of the Publjc Accounts Committee Act 1951 reads as
follows:
Subject to sub-section (2), the duties of the Committee
are:

(a}

(aa)

(ab)

(b}

(e)

(d)

to examine the accounts of the receipts and
expenditure of the Commonwealth including the
financial statements transmitted to the
Auditor-General under sub-section (4) of section 50
of the Audit Act 1901;

to examine the financial affairs of authorities of
the Commonwealth to which this Act applies and of
intergovernmental bodies to which this Act applies;

to examine all creports of the Auditor-General
(including reports of the results of efficiency
audits) copies of which have been laid before the
Houses of the Parliament;

to report to both Houses of the Parliament, with
such comment as it thinks £it, any items or matters
in those accounts, statements and reports, or any
circumstances connected with them, to which the
Committee is of the opinion that the attention of
the Parliament should be directed;

to report to both Houses of the Parliament any
alteration which the Committee thinks desirable in
the form of the public accounts or in the method of
keeping them, or in the mode of receipt, control,
issue or payment of public moneys; and

to inquire into any question in connexion with the
public accounts which is referred to it by either
House of the Parliament, and to report to that
House upon that question,

and include such other duties as are assigned to the
Committee by Joint Standing Orders approved by both
Houses 0of the Parliament.
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PREFACE

This report outlines the findings of the Public Accounts
Committee's review of the 'Report of the Auditor-General on an
Efficiency Audit - Defence.Science and Technology Organisation:
task cost management'. The Auditor-General's report was tabled in
the House of Representatives on 19 March 1986,

The efficiency audit examined the Defence Science and
Technology Organisations's (DSTO) management procedures and
systems for directing and monitoring resources. used in its
research and development program. The audit was undertaken at
DSTO's Central Office in Canberra and 3 major research
laboratories in South Australia and victoria.

The Committee notes that many of the Auditor-~General's
criticisms of DSTO's management procedures and sytems have been
addressed with significant improvements in the administration of
DSTO's resources.

The Department of Defence has advised that it is in
broad agreement with the Auditor-General's report and that many
of the matters of which the Audit Office was critical were known
to the Department at the time of the review and corrective
measures had either been taken or were being prepared.

The Committee is grateful to officers of the Department
of Defence for the co-operation provided throughout the inquiry
and the inspections the Committee undertook at Melbourne and
Agelaide.

For and on behalf of the Committee.

R E Tickner, MP
Chairman

M J Talberg

Secretary

Joint Committee of Public Accounts
Parliament House

Canberra

27 May 1987
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SUMMARY OF RECOMMENDATIONS

The Committee's recommendations are 1listed below and
cross-referenced to their location within the text.

Task Estimating and Costing

Marketing

Staffing

1.

DOD consider the introduction of manuals similar
to AEL's Task Management Manual into the other
DSTO laboratories (paragraph 2.14).

The AEROTECH proposal of the Aeronautical Research
Laboratories be implemented provided that AEROTECH
will be commercially successful ie able to cover
its own costs and provide income for ARL
(paragraph 3.10) .

Bodies similar to AEROTECH be established for MRL
and the DRCS laboratories provided such bodies
will be commercially successful ie able to cover
their own costs and provide income £or MRL and the
DRCS laboratories (paragraph 3.11).

DITAC undertake a detailed examination of the UK
'ferret' system and its suitability for DSTO
{paragraph 3.14).

Recommendation 27 of the Cooksey Report be
implemented ie an Australian Defence Exports Group
{AUSDEX) be established within AUSTRADE to
undertake the facilitation and promotion of the
export of defence products and services
{paragraph 3.22).

The DSTO laboratories be allowed to retain part of

the income generated by the commercialisation of
their R & D {paragraph 3.25).

A merit advancement scheme be introduced promptly
into DSTO (paragraph 3.30},

(vii)



8, DOD undertake a review of the feasibility of, and
the alternatives for, providing inventing
scientific staff with a share of the £inancial
returns earned on their R & D (paragraph 3.32).

advice to Services

9. Where the Services have requested advice from DSTO
and ignore' that advice, details of -

. the request;

. the resources wexpended by DSTO on the
regquest; and

. the reason why the advice was not followed,

should be ©provided in DOD's Annual Report
. 4 {paragraph 3.36).

(viii)



CHAPTER 1
BACKGROUND

Introduction

1.1 The Defence Science and Technology Organisation (DSTO)
was formed in 1974 as part of a major reorganisation of the
Department of Defence.

1.2 The Chief Defence Scientist, under the Secretary of the
Department, heads the DSTO. He is chief adviser on science and
technology to the Hinister for Defence, the Secretary of the
Department of Defence and the Chief of the Defence Force.

1.3 As at 30 June 1986 there were 4349 civilians and 54
Australian Defence Force regulars on the DSTO staff, about 1000
of . whom were scientists and engineers., The staff are located in
the DSTO's Central Office in Canberra, its five main research and
development laboratories in Melbourne and Adelaide and several
small establishments throughout Australia.

1.4 The f£ive main research laboratories are the:

. Materials Research Laboratories (MRL) at
Maribyrnong, Melbourne;

. Aeronautical Research Laboratories (ARL) at
Fishermens Bend, Melbourne;

. Advanced Engineering Laboratory (AEL);

. Electronics Research Laboratory (ERL); and

. Weapons Systems Research Laboratory (WSRL).

The AEL, ERL and WSRL form the Defence Research Centre Salishucy,
24 km north of Adelaide. An organisation chart and a map of the
DSTO principal locations appear at Appendices A and B.

1.5 The function of DSTO is to contribute to the development and
implementation of Australian defence policies through the
application of science and technology, including the provision of
assistance to the Australian Defence Force, the Department of
Defence, other defence agencies and (as necessary in the direct
interests of Australian defence) Australian industry.

1.6 The objectives of DSTO are to:

- develop and maintain a base of skill and knowledge in
defence: science and technology and foster scientific
and technological expertise in industry and tertiary
institutions, concentrating on areas relevant to the
Bustralian strategic and natural environment;



- provide scientific and technical advice on defence
policy matters and, in particular, advice on the
selection and acquisition of new equipment and systems

*and their suitability for operation in the Australian
environment;

- contribute to the solution of scientific and
technological problems of the Australian Defence Force,
the Department of Defence, other defence agencies and
relevant Australian industries, including those arising
from the operational use, maintenance, local production
and extension of life of equipment and systems;

- conceive new devices, equipment or systems of potential
value to Australian defence and, in accordance with
delegated approvals, manage or undertake successive
stages of development; and

- assist appropriate non-Defence bodies where DSTO has
skills or facilities not available elsewhere in
Australia and where defence priorities permit.

1.7 In 1985-86 DSTO outlays were $166 million or 2.5 per

cent of the total Defence budget. The outlays were paid as
follows:

Outlays $m

Capital equipment 2
Capital facilities

Personnel 10
Administrative and operating costs 4
Less revenue

Total DSTO outlays 16

The Committee is disappointed at the small amount of revenue
($3.3 million) generated by DSTO.

Overview of the Efficiency Audit Report

1.8 The efficiency audit examined ©DSTO's management
procedures and systems for directing and monitoring resources
used in its research and development program. The audit was
undertaken at DSTO's Central Office in Canberra and 3 major
research laboratories in South Australia and Victoria. The audit
focused mainly on 'task management' covering:

. task definition and approval;
. task estimating and costing:

. task review and priorities; and
. management information systems,

1. Department of Defence, Annual Report 1985-86, AGPS,
Canberra, 1986, p 88,



1.9 The audit disclosed inadequacies in procedures for
estimating, allocating and controlling the use of resources
within DSTO. These inadequacies, combined with the absence of an
effective management information system at DSTO's Central Office,
reduced management'’s ability to monitor and control the
deployment of resources effectively at laboratory level.

1.10 The lack of an adequate management information system
was one of the major shortcomings identified in previous
management reviews of DSTO,

1.11 DSTO has been the subject of several reviews since 1979
with the result that at the time of the audit DSTO was addressing
a number of shortcomings identified by the Auditor-General.

1,12 A further review of DSTO was conducted in 1986 by the
dustralian Science and Technology Council (ASTEC) which stated
that 'DSTO's current development of sub~-program management will
meet many of the problems identified by the Auditor~General, and

in this sense the timing of the Auditor-General's investigation
was unfortunate,'2

1.13 Details of the reviews conducted prior to the
Auditor-General's efficiency audit «can be found in the
auditor-General's reportd and the ASTEC report on DSTO.4

Overview of the Committee's Inguiry

1.14 The Committee referred the Audit Report to its
Sectional Committee on Defence, chaired by Mrs Helen Mayer, MP,
to undertake the inquiry and report to the full Committee,

1,18 Written submissions were sought from the Department of
Defence and the Australian Science and Technology Council. In
view of the Auditor-General's comments on certain aspects of
DSTO's management procedures and systems, the Committee undertook
inspections of DSTO's research laboratories in Melbourne and
Salisbury on 6-7 April 1987, Details of the inspections are at
Appendix C.

2. Australian Science and Technology Organisation, The Defence
Science and Technology Organisation and National Objectives,
AGPS, Canberra, 1986, p 22.

3. Auditor-General, Report on an Efficiency Audit - Defence
Science and Technology Organisation: task cost management,
AGPS, Canberra, 1986, pp 2-3.

4. ASTEC Report, op. cit., pp 1l1l-13.



1.16 The Committee's inquiry has focused primarily upon the
Audit findings and recommendations, Chapter 2 looks at the

aspects of DSTO's task cost management examined by the
Auditor-General and is set out as follows:

. major Audit findings;
. audit recommendations;

. the Department of Defence's responses to the Audit
. £indings and recommendations;> and

. Committee conclusions.

1.17 During its inspections several matters were raised with
the Committee including the commercialisation of DSTO's research
and development, recruitment and retention of staff, and the
provision of advice by DSTO to the armed services, These natters
are discussed in Chapter 3.

5. Department of Defence submission of 23 Januvary 1987 to the
Committee.



CHAPTER 2
TASK MANAGEMENT

Definition and Approval Procedures

2.1

Audit Findingsl

. There was non-compliance with and circumvention of
task approval procedures resulting in difficulties
in identifying the level of resources allocated
ana deployed, given specific objectives tasked at
the Advanced Engineering Laboratory.

. Tasks had been created with similar objectives to
tasks which already existed. Resources could be
approved for these 'new' tasks at lower levels of
delegation than would have been the case if
adaitional resources were sought for an existing
task. This practice of 'task splitting' was found
to be widespread at the Advanced Engineering
Laboratory.

. For several years prior to September 1984, the
Aeronautical Research Laboratories had not
submitted task plans to DSTO Central as required,
either for the appropriate delegate's
consiaceration or to advise of tasks approved under
local delegation.

. A review of DSTO records revealed that in all
laboratories there was a high incidence of task
costs exceeding approvals for both development and
research tasks.

Audit Recommendations

Recommendation l. The current approval procedures be
reviewed and promptly modified to ensure decisions
regarding the allocation of resources are made at the
level cetermined appropriate by senior management.

Recommendation 2. The revised procedures should provide
for approvals to be given on condition that progress
reviews are undertaken and reported on at key points of
the task before further work proceeds. The revised
procedures should also reflect the critical importance
of timeliness, recognising the need for interim
approvals for work pending consideration and approval
of the proposed task. The absence of such provisions
encourages attempts to circumvent approval requirements
and thus leads to a reduction in management's control,

1.

The Audit findings listed in this chapter are taken verbatim
from the Audit Report, op. cit., pp 23-24,



Departmental Response

2.3 In a written response the Department of Defence advised
that recommendation 1 has been implemented and that new
procedures for the definition, approval and review of the DSTO

program were issued on 3 December 1985 in Defence Science
Instruction 1/85 (DSI 1/85) - Appendixz D,
2.4 The Department advised that recommendation 2 has also

been implemented. The new procedures promulgated in DSI 1/85 are
oriented towards program budgeting and give substantial increases
in authority to laboratory managers (who may now approve tasks)
while defining an appropriate level of reporting and
accountability. DSTO Central Office now approves defined broad
areas of resource allocation called 'sub-programs'.

Committee Conclusions

2.5 The Committee agrees with Audit's recommendations and
notes that the definition, approval and review procedures for the

DSTO program in DSI 1/85 appear to have overcome the problems
identified in the Audit findings,

2.6 The Committee has been assured by the various DSTO
laboratories that non-compliance with and circumvention of task
approval procedures has ceased. The Committee is pleased to note
that 'task splitting' has also ceased and that approvals for new
tasks are being obtained at the appropriate levels,

Task Estimating and Costing
2.7 Audit findings

. The review of a number of development projects at
the Advanced Engineeriny Laboratory revealed a
high incidence of cost and/or time scale overrunms.
At the time of audit, measures were being taken by
the laboratory to redress the situation in
response to an internal review.

. Several instances of deficiencies in procedures
for arranging and administering contracts for the
performance of work associated with tasks at the
Advanced Engineering Laboratory were noted.

2.8 Audit recommendations

Recommendation 3. The procedures introduced at the
Advanced Engineering Laboratory in 1984 and the
recommendations contained in the review panel's report
be further developed and tested with a view to
implementing similar procedures in other DSTO
establishments as appropriate.



Recommendation 4. As development contracts usually
entail a high risk these contracts should be drawn up
and closely supervised to accord with the «risks
involved. 1In particular, consideration should be given
to the inclusion in contracts of incentives for the
timely, successful completion of the work and to the
incorporation of appropriate termination clauses where
there is a high risk to the contractor and the
Commonwealth, in order to provide adequate protection
to both parties.

Departmental Response

2.9 The Department advised that action on recommendation 3
is continuing, Audit's recommendation that the new Advanced
Engineering Laboratory (AEL) procedures be developed and applied
in other DSTO laboratories is being examined; however, the nature
of AEL's work which includes a large number of hardware projects,
is different from the research activity carried out in other
laboratories where AEL procedures will rarely be appropriate. New
procedures (DSI 1/85) for approval of tasks progressively in
phases shoula largely overcome problems associated with
estimating costs of R & D work.

2.10 The Department has noted recommendation 4 and action on
this recommendation is continuing, The Department already makes
special provision, eg 'cost plus' provisions, to cover aspects of
high technical risk, An investigation by the Defence Contracting
Organisation of the wider application of incentive contracts is
still continuing, This investigation also includes R & D
contracts,

Committee Conclusions and Recommendation

2.11 With regard to recommendation 3, the Committee notes
that the procedures introduced at AEL in 1984 (AEL Standard
Operating Procedures 8S0P-6) have been incorporated with, and
superseded by, the AEL Task Management Manual issued in Aapril
1987. The Manual includes comprehensive task management
procedures and is intended to supplement the information
specified in DSI 1/85.

2.12 The Manual also appears to cover the recommendations
contained in the review panel's report (Howard Report =~ March
1984) which looked at SOP-6.

2.13 The Committee accepts DOD's comment that the nature of
AEL's work is different from the research activity carried out in
the other DSTO laboratories. However, the Committee does not
believe that this necessarily means the administrative procedures
on task cost management at AEL will not be appropriate at the
other laboratories.



2.14 The Committee believes manuals similar to the AEL
Manual would be useful administrative aids in the other DSTO
laboratories. Accordingly, the Committee recommends that:

1. DOD consider the introduction of manuals
similar to AEL's Task Management Manual into
the other DSTO laboratories.

2.15 The Committee agrees with Audit's recommendation 4. The
inclusion in contracts of incentives for timely completion of
tasks should decrease the number of time overruns experienced in
the past. The Committee regards the incorporation of appropriate’
termination «clauses as essential ¢to the protection of the
Commonwealth's interests.

Task Review

2.16 Audit findings
. . The review process had not operated effectively. -
. A number of tasks at the Advanced Engineering

Laboratory were delayed as resources were
transferred to tasks of higher priority. The
delays were at times of such magnitude that it
placed in question the benefit of continuing with
the deferred task.

2.17 Audit recommendation

Recommendation S5, The review of tasks give more
cognisance to financial and management aspects and a
system be developed for task priorities which would
provide management with information regarding the
likely effect on laboratory work of new tasks and
changes in task priorities, It is also suggested that
review procedures clearly define the role and extent of
DSTO Central's involvement in oversighting and
monitoring tasks within the laboratories,

Departmental Response

2.18 The Department advised that recommendation 5 has been
complied with and that the new procedures for managing the DSTO
Program (DSI 1/85) have been designed to achieve the results
recommended by Audit.

Committee Conclusions
2.19 The Committee agrees with the Audit recommendation and

is satisfied that the review and task priority procedures
specified in DSI 1/85 ensure compliance with the recommendation.



2,20 The Committee notes that paragraphs 30-34 of DSI 1/85
on the annual review of tasks and sub-programs by laboratory
directors and Central Office require the provision of information
on the resources used and progress made on tasks and sub-programs

and also on the proposed allocation of resources and progress for
the coming year.

2.21 The procedures in DSI 1/85 appear to ensure the
involvement and informing of Central Office to a satisfactory
degree, The provision of draft task register sheets and of task
plans to Central Office should also ensure central management's
awareness of tasks from an early stage (paragtaph 28).

Management Information Systems
2.22 Audit findings

. Cost information contained in DSTO's computerised
data base was not in agreement with data. shown on
other DSTO records.

. The total cost of a project was difficult to
identify due to the widespread practice of task
splitting and the creation of

interdependent/associated tasks.

. There were inconsistencies between laboratories in
calculating estimates and costs.

. Protracted delays had occurred in effectively
responding to issues and problems which were
raised in the Internal and External Review
Committees’ reports in 1980,

. There was no uniform instruction to guide
laboratories on the calculation of overheads and a
number of inconsistencies were observed in the
application of overheads.

2.23 Audit Recommendations

Recommendation 6. The management initiatives
recommended by the internal sub-committee which have
recently been reactivated and further developed by DSTO
Central should be brought to a satisfactory conclusion
as soon as possible.

Recommendation 7. DSTO Central should issue
instructions consistent with overall departmental
costing policy and procedures on the treatment and
application of overheads within laboratories. (In this
regard, departmental officers have advised Audit that
it is proposed to issue an instruction in the near
future.,) Audit considers that the decision-making
process within DSTO would be enhanced if the
information on task costs and laboratory costs were
prepared on a consistent basis,

9



Recommendation 8, The Department should address
recommendation 55 of the Report - 'Review of
Administrative Support at the Defence Research Centre,
Salisbury' to adequately define user requirements for
the costing system reports and implement changes so as
to improve the task management process at the Defence
Research Centre, Salisbury.

Departmental Response

2.24 The Department advised that recommendation 6 has been
implemented. New procedures establishing a uniform costing system
for DSTO laboratories were issued on 27 January 1987 in Defence
Science Instruction 1/87 (DSI 1/87)-Appendix E. The procedures
have been in operation since I July 1986,

2.25 The Department advised that recommendation 7 has also
been implemented. The new costing procedures covered in DSI 1/87
were developed in association with Departmental costing
authorities and are consistent with the .proposed new Defence
Costing System to be covered by the Defence Costing Manual
(SERVFINMAN 4-1) which is currently in final draft form.

2.26 The Department advised that work on recommendation 8 is
continuing, including the establishment of an integrated data
base for DSTO as a whole. Work is proceeding on the refinement of
the DSTO management information system, A revised and enhanced
system has been developed for Defence Research Centre Salisbury
and is in the final stages of development; improved systems are
being developed at other DSTC laboratories.

Committee Conclusions

2.27 The Committee agrees with the Audit recommendations and
is satisfied that DOD has taken action to comply with the
recommendations.

2.28 The Committee notes that DSI 1/87 provides that
uniformly based costing procedures are mandatory (paragraph 13)
and believes that the new procedures should ensure consistency

between the laboratories in the calculating of estimates and
costs,

10



CHAPTER 3
COMMERCIALISATION

. Marketing
. staffing
. Advice to Services

Marketing

3.1 A point raised by all DSTO laboratories during the
Committee's inspections was the gap between the research and
development conducted by DSTO and the marketing of the results of
that R & D, Reasons given for this marketing gap are the lack of
entrepreneurial skills and legal expertise within DOD and the
lack of financial incentive for DSTO laboratories.

3.2 The marketing of DOD products, services and technology
is undertaken by the Office of Defence Production (through its
Commercial Services Division) and the Capital Procurement Office
(through its Defence Industry Development Division and Defence
Industry and Materiel Policy Division).

3.3 However, the various Divisions involved with marketing
are fragmented and DOD has no overall expertise in the commercial
field. Consequently returns to DOD from its efforts on marketing
DSTO's R & D have been disappointing.

3.4 for example, the following figures provide details of
licences granted by DOD to industry for the use of DOD technology
and the revenue generated by those licences. Most, but not all,
of the figures relate to DSTO inventions - DOD dces not separate
the DSTO contribution from contributions by other areas of DOD.

Licences Issued to Industry for Defence Technology

81/82 82/83 83/84 84/85 85/86  86/87
(10 months)

2 nil 3 1 7 10

Licenging Revenue for Refence Techpology
81/82  82/83 83/84 84/85 85/86  86/87
nil nil $21,753 §7,997  $37,966 $74,212

11



AEROTECH

3.5 Several solutions to the marketing gap were suggested
to the Committee, One put forward by ARL was the proposed
creation of a private company, AEROTECH, which would act as an
agent for ARL to seek contracts with national and international
aerospace industry and would have skills in marketing and in
legal and financial administration.

3.6 It is proposed that AEROTECH would retain a percentage
of the gross revenue generated by the contracts it obtained and
the balance would provide the resources for the AEROTECH programs
undertaken by ARL and other subcontractors. Funds paid to ARL by
AEROTECE would be deposited in an ARL trust account and any DOD
resources used on AEROTECH programs would be reimbuzsed from the
trust account.l

3.7 ASTEC was impressed with the AEROTECH proposal and felt
the proposal would be able 'to promote the further utilisation of
major aeronautical facilities required by Defence but not fully
used in periods of low threat to Australia, and the development
and commercialisation of ARL technological innovations'.2

3.8 ASTEC recommended that the AEROTECH proposal be
implemented as soon as practicable.3 A similar recommendation was
made in the Cooksey Report (recommendation 21) although it went
further and recommended that the establishment of AEROTECH should
be followed by similar bodies within the MRL and the DRCS.%

3.9 The Central Office of DOD believes that it would be
premature to establish AEROTECH before being aware of the market
for its services. Initially, Central Office would prefer to have
a trust account set up for ARL. This would have the advantage of

separating revenue due solely to ARL efforts from Consolidated
Revenue.

3.10 However, the Committee feels that simply establishing a
separate trust account for ARL would do little to increase the
level of entrepreneurial skills within, or available to, ARL. On
the other hand, it is essential that AEROTECH be able to pay for
itself, Accordingly, the Committee recommends that:

2. the ABROTECH proposal of the Aeronautical
Research Laboratories be implemented provided
that AEROTECH will be commercially successful
ie able to cover its own costs and provide
income for ARL.

1. Department of Defence, Aeronautical Research Laboratories -
A proposal for ARL to Support More Effectively the
Australian Defence Force and to Participate More Effectively
in National Aerospace Programs, 21 April 1986, p 8.

2. ASTEC Report, op. cit., p 7.

3. ibid, p 8.

4. Cooksey, Robert J, Review of Australia's Defence Exports and
Defence Industry, AGPS, Canberra 1386, pp 11, 333.

12



3.11 The Committee believes that the establishment of
similar bodies for the other DSTO laboratories may also lead to
greater commercialisation for their R & D efforts. However, the
commercial success of such bodies would depend upon the
motivation and drive of the staff at the laboratories. Without a
commitment to the AEROTECH concept these bodies would fail.
Accordingly, the Committee recommends that:

3. bodies- similar to AEROTECH be established for
MRL and the DRCS laboratories provided such
bodies will be commercially successful . ie
able to cover their own costs and provide
income for MRL and the DRCS laboratories.

Ferret System

3.12 A second solution suggested to overcome DOD's current
lack of entrepreneurial skill was the introduction of a 'ferret®
system similar to that adopted by the UK Ministry of Defence.
Under this system representatives of private companies would be
installed in DSTO laboratories to search for DOD R & D tasks
which have commercial potential. The companies would then make
arrangements with industry to develop and manufacture the
technology with a percentage of the resulting profit going to the
inventing laboratory.

3.13 This solution was recommended in the Cooksey Report
(recommendation 20)5 while the ASTEC Report recommended that
either the 'ferret' system be introducted or that the DSTO
laboratories form their own commercial cells which would be
responsible for informing industry of the laboratories’
capabilities and for seeking commercial opportunities for the
laboratories' R & D results.6

3.14 The Committee considers that, given the current public
service conditions and rates of pay, it may be difficult to
attract commercial officers with the skills and experience
required to liaise with industry., The Committee sees merit in the
'ferret’' system but considers that the success of the UK system
and its applicability to Australian conditions should be
investigated. The Committee believes that the Department of
Industry, Technology and Commerce (DITAC) would be the most
suitable organisation to examine the 'ferret' system,
Accordingly, the Committee recommends that:

4, DITAC undertake a detailed examination of the
UK 'ferret' system and its suitability for
DSTO.

5. Cooksey Report, op. cit., pp 11, 333,
6. ASTEC Report, op. cit., p 8.

13



Single Marketing Body

3.15 buring the Committee's discussions with DOD officers on
the commercialisation of DSTO's R & D, it became apparent that
the present fragmented marketing procedures are not satisfactory
and are not maximising the commercial potential of DSTO's R & D.
The question was raised whether it would be preferable to have a
single marketing body (not necessarily within DOD) to co-ordinate
the commercialisation of DSTO's R & D.

3.16 This question is not new and the Cooksey Report notes
that:

DOD has done a number of studies over the last
nine years which support the establishment of a
centralised body within DOD to facilitate the sale
of defence equipment.’

3.17 The Committee notes that AUSTRADE is developing a
marketing strategy for the export of defence products and
services. A report on-the strategy by Dr Bob Webb, General

Manager, Export Development Group, AUSTRADE, is to be completed
by June 1987.

3.18 The matter of a single export marketing body was
discussed in some detail in the Cooksey Report which recommended
(recommendation 27) the establishment within AUSTRADE of an
Australian Defence Exports Group to facilitate and promote the
export of defence products and services,8

3.19 The Committee agrees with the comments in the Cooksey
Report that ‘'defence exports have not been and will never be a
major preoccupation of DOD'9 and that ‘there is no place for
AUSDEX within the matrix that is Defence, where line
responsibility and accountability are so diffuse, AUSDEX needs to

be part of a sim(?ler organisation, dedicated to exports - in a
word, AUSTRADE!,l

3.20 While the Committee supports the expansion of export
markets for Australian manufactured defence products, it
understands the humanitarian concerns of seme people and
departments about the export of weapons.

3.21 However, the <Committee believes there are certain
categories of defence products, which are suitable for export.
Provided the Government's Guidelines on the Export of Defence
Materiel are adhered to, the Committee has no objection to the
export of defence products.

7. Cooksey Report, op. cit., p 293.
8. ibid, pp 12, 34s6.

9. ibid, p 346.

10. ibid, p 346.
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3.22 Accordingly, the Committee recommends that:

5. Recommendation 27 of the Cooksey Report.be
implemented ie an Australian Defence Exports
Group: (AUSDEX) be established within AUSTRADE
to undertake the facilitation and promotion-

of -.the -export of defence products and
services,

Financial Incentive

3.23 It was also suggested to the Committee that
providing financial incentive to DSTO laboratories would
lead to greater interaction between the laboratories and
industry. At present, all payments for royalties, patents,
licensing arrangements etc relating to DSTO!'s commercial
R & D go into Consolidated Revenue.

3.24 The Cooksey Reportll recommended that DSTO
laboratories be allowed to retain income earned from the
commercialisation of their R & D while the ASTEC Reportl2. ¢
recommended that the laboratories retain a portion of such
income.

3.25 The Committee believes that the retention of
earnings by DSTO laboratories would encourage greater
interaction with industry and recommends that:

6. the DSTO laboratories be allowed to retain
part of the income generated by the
commercialisation of their R & D.

staffing

3.26 Both MRL and ARL are experiencing difficulties in
recruiting and retaining scientific staff, Reasons put forward to
the Committee for the difficulties included:

. growth in industry is increasing the demand for
scientists with skills required by these
laboratories at a time when the supply of such
personnel is decreasing;

. industry has an advantage because of the 150 per
cent tax concession for its expenditure on R & D;

. foreign scientists are sometimes unemployable
because of security problems,

3.27 The laboratories at DRCS have not had the same
difficulties in recruiting suitable professional staff. This is
because many of the staff who were employed at Woomera
transferred to Salisbury when the UK/Australia Joint Project at
Woomera came to an end in 1980.

1l. ibid, pp 11, 333.
1z2. ASTEC Report, op. cit., p 8.
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3.28 The Committee feels that greater incentives should be
given to attract scientific staff to MRL and ARL. It is noted
that the Public Service Board has given approval for a merit
advancement scheme within DSTO. The Committee believes that the
implementation of such a scheme would boost morale and make a
long~term career with DSTO more attractive.

3.29 The merit advancement scheme should be implemented
promptly. The ASTEC Report stated that:

...many interested parties commented on the delays
experienced in introducing a schemé for merit
assessment and promotion of research scientists
(no  such scheme exists, or is envisaged for
engineers)., Merit promotion for DSTO officers was
recognised by the 1976 Royal Commission on
Australian Government Administration ‘and the 1980
external review of DSTO0.13

3.30 The Committee recommends that:
7. a merit advancement scheme be introduced promptly
into DSTO.
3.31 A further incentive to potential and existing staff

would be the sharing of financial returns on commercially
successful R & D. This could be done by, for example, paying a
percentage of the royalties and licence fees paid for R & D to
the research personnel responsible for the R & D or by granting

joint ownership of the patent and 1licence rights to the
personnel.

3.32 The Committee recommends that:

8. DOD undertake a review of the feasibility of,
and the alternatives for, providing inventing
scientific staff with a share of the
financial returns earned on their R & D.

Advice to Services

3.33 The Committee understands there are no formal
requirements for the Services to seek advice from DSTO although
on several occasions DSTO has assisted the Services to be 'smart
buyers'. One of DSTO's objectives is to:

provide..,.advice on the selection and acquisition
of new equipment and systems and their suitability
for operation in the Australian environment.

13. ibid, p 30.
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3.34

3.35

DOD has advised the Committee that:

In relation to major materiel acquisitions the
higher Defence Committee structure, notably the
Force Structure Committee and the Defence Source
Definition Committee, include DSTC representatives
as members. During deliberation matters before
these Committees benefit from DSTO expertise up to
the point that actual decisions are taken. Beyond
that point, that is during the actual acquisition
process, there is a tendency by the Services not
to seek DSTO involvement,l

The Committee is concerned that there are no formal
requirements for explanations to be given when the Services
choose to ignore advice from DSTO after having requested that
advice be given. In view of the resources which must be allocated
within DSTO to comply with such requests,

accountability by the Services,

3.36 The Committee recommends that:
9. where the Services. have requested advice from
DSTO and ignore that advice, details of:
. the request;
. the - resources expended by DSTO on the
request; and
. the reason why the advice was not
followed,
should be provided in DOD's Annual Report.
14.

Correspondence, Department of Defence, 8 May 1987.

17

there should be some



APPEMDIX A

;UL - oo
HSAIV - \uoddng
voddag FupaauRuly - sursAg Aojouyoag -,
CLINVY smvtodioan)) - S WL
Anspuranzy apuntrg - sananng ~ SASKG DIy ~. sdoyexsom 1
U
SAnspaays prapebyg < vepsindosg oray .. swasds frapy - il it IO - ¥ “.-.Mw.ﬂ_..__uhm l
N sopshig STy Yesony = sanspleg ¥ vojsindosg - DIMPIHAN DHONIAYE - Fupooulug |-
dwonang
Admpperagy — sajurvalporay ~ slnsdg sequio)) - Jupuy] - R SuojiRjUNW) ~
LR LGILI DT sapotogy | Krepryoqu'y Kioieronmy Krojuoygey
EILEEE M farwasmy Supasujlug
a0y sumeAg vodiapg, $2UONI fIuNApY o
-

]

] .

AW SRpY,

qAI suopNgay )
UL $2NAIAG “opug g ~]—]
Yatresqy siaafos,) sofmpy -

SAPIIG rapkieey
A S1201,4 *SUOpNY
1ruIanxg 1ojosiuny

IS SPIIS o))

SIIS|ApPY

| -

LU ITETER
;dup(y r_m
I D Lindagg
¥

—

THIUDIAGE avarng
sdmyj suassangy

uoddng erowoopm y Lingryes
ouwg sAupdpun fepxlg
Al UjwWpy F swularg uddg

|19uno)

_ an u..-un:u:b

C

Mo
unyfessny

— .

&1y

(1 aagrerodsay)

E {ape]

9861 W2 1€ 20 sut oSy

30 A3ojompoay, pun

19§ 23u2)9q | wandyy




INNISEAIL

CLONCURRY

JINDALEE
RANRL
ALICE SPRINGS |(\5E-WSAL)
WCCMERA
- )
AEL N l
f ) ~
i _ERL DSCW 1 svong? |
1
i OWSR V) SALIS3URY p—
| _WSAL %z GENTRAL
CANBERRAT————
MELICURNE |CSE&DQAs!
/\:{‘ !
ARL SCOTTICALE
MRL
AFFSE | -
AZL Advynerd Enginesring Livcratory
COUNSELLOR DEFENCE SCIENCE AFFSE Armed Farcss Faud Scencs Ssaglissment
WASHINGTON ARL Aergrayticsl Rasmare Laporacaries
COUNSELLOR DEFENGE SCIENCE|  &F oo Studius Sxaoiisnment
LONOON sy Oefence Suocert Cantre ‘Noomera
EAL Eleceronics Researen Ladaratory
DEFENCE SCIENCE REP. JINDALES  Oversthehorizon radae instatiation
BANGKOK STTRE Joing Trapieal Trials Research Esubllshment
. SCIENTIFIC ADVISER MRL Materials Research Laperaterien
KUALA LUMPUR RANRL  Royal Augsratian Navy Resnarch ubcmor_y
WSAL Wegons Systems Ressaren Laborawry

20



Eo

R

i

wal

—den

APPENDIX C
DSTO LABORATORY SITE INSPECTIONS

To gain a better appreciation of the DSTO laboratories'
administration and facilities, the Sectional Committee undertook
the following inspections as part of its inquiry:

.

Melbourne, 6 April 1987
Materials Research Laboratories, Maribyrnong

Aeronautical Research Laboratories, Fishermens
Bend

aAdelaide, 7 April 1987
Defence Research Centre, Salisbury
Advanced Engineering Laboratory
Blectronics Research Laboratory

Weapons Systems Research Laboratory
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AEEENDLIX D
Department of Defence

DEPARTMENTAL SCIENCE INSTRUCTION No 1/85

Note:  Unless cancelled at an earlier date, this I will be i lled wo (2) years after the
date of issue. It should be mcorpomed intoa Dcpan.mcmal Manual before the automatic cancelling date,

J1 DECEMBER 1985

DEFINITION, APPROVAL AND REVIEW PROCEDURES FOR THE DSTO PROGRAM

INTRODUCTICH .
1. This instruction supersedes Departmental Science Iastruction
¥o

1/83 of 20 December 1983, and is issued for the compliange of all stagé
of the Defance Science and Technology Organisation (DSTO).

2. The DSTO engages in research, development, trials and evaluation
activities in support of Australian defence needs.

ts objectives are
shown at Annex A.

3. In meeting these objectives, the DSTO is required to arrange iks,
work to conform with DSTO policy guidance as primarily expressed in its
endorsed Statement of Objectives and Activities.

AIM

4. The aim of this instruction is to detail the proceduras to be
followed in initiating, defining, approving, executing and reviewing
Research and Development (R&D) activities in the DSTO Program. The DSTO
Program is comprised of all DSTO activities and their related expenditure,
plus capizal expenditure, listed under sub-programs. The instruction
applies to all R&D acuivities conducted by the DSTO; non-RED activities
such as laboratory lewvel (not divisional) management, training (apprentice
and non-appreatice) and library operations are excluded.

DSTQ PROGFAM PLANNING

5. The DSTO Program is planned as part of the Five Year Defence
Program (TYDP). The DSTO bid for the FYDP is supported by a Statement of
Objectives and Activities (SOA) which provides definitive information
linking policy guidance with proposed scientific and technical objectives
and their related activity levels in the FYDP period, and with bids for
financial and mangower resources. The SCA specifies activity levels and
resources proposed for each sub-program in, and i d new sub-p

into, the DSTO Prdgram. On endorsement of the FYDP (which is for olanninq
purposes only and carries no commitment to specific levels of resources),
the sub-programs in the SOA, adjusted as necessary, will provide the
approved guidance for DSTO activity planning. For some presentational

purposes, sub-programs may be aggregated into fields of science and
technology.

22
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6.+ Year Cne of the endorsed FYDP and related SOA will be the basis
of proposals for the annual DSTO program. The DSTO Program categorised by
fields will support the bid for draft estimates to Programs and Budgets
Division and higher Defence decision-making authorities, and will be

included in the submission to the Minister for approval of the Defence
Program.

SUB~PROGRAM DEFINITION
7. A sub-program is defined as:

a. activity in a parcticular area of science or technology, planned
and managed as an entity over the medium to long term;

b. a nominated project normally requiring resources estimated at $2m
or mors in total; or
Co DSTO activity not included in a. or b. above, ie, non-R&D

activities.

Each division typically is respomsible for two to five sub-programs. The
sub-program structure should reflect the way in which line nanagement
plans, organises and controls divisions' activities; it should aid
acgountability. Sub-programs may cxoss divisional and laboratory
boundaries. Taken together, sub-programs will cover all DSTO activity and
account for all DSTO resources.

SUB~-PROGRAM APPROVAL

B. Sub-programs will be submitted by laboratory directors to the
appropriate delegate for approval in May-June, subsequent to annual reviews
{paragraphs 32-34). Delegations for approval of sub-programs are given at
Annex B. CDS and DCDS, prior to approving any sub-program, will, through
ASSTA, ensure its concurrence with current draft estimates and FYDP
allocations.

TASK DEFINITION AND SPONSORSHIP?

9. A sub-program may be divided into several tasks. Each task,
which is the basic unit for DSTQ approval and recording systems, may also
be categorised by other descriptors for various illustrative purposes.

10. A task may te sponsored by a Sexvice, Defence Central element,
Office of Defence Preduction, other Government department, an external
organisation or by DSTO itself.

1. Service procedures for raising tasks on the DSTO are described in
complementary Service instructions, namely:

DI(N)} ADMIN €6~1 ‘'Navy Procedures for Initiating, Sponsoring and
Monitoring DSTO Laboratory Tasks®

DIL(A) TECH 24-2 ‘Procedures for Raising Army Tasks on the DSTO!

DI(AF) ADMIN 4~7 'Procedures for RAAF RsD Tasks Raised on the DSTO’

23
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12. DSTO sponsors tasks to develop its own capabilities (the
technology base) so as to be able to address customer~sponsored tasks that
are expected to arise in the longer term. Formal Service or other support
for these tasks should be actively sought where appropriate, with the aid

of the scientific adviser(s). Definitions of sp ship and support are
given at Annex C.
13. Task managers should ensure that tasks which are directed towards

solving custemer problems are sponsored by the customer concerned wherever
possible. Furthermoxe, before significant resources are committed to
concept development, the customer should not only sponsor relevant tasks
but also show that the work is required to meet an appropriately approved
staff target or staff requirement (or eguivalent}, as appropriate to the
planned resource commitment.

4. Dual sponsorship is not acceptable, because it may affect the
clarity of objectives and priorities. However, one Service or other
organisation wmay suwmpert a task sp ed or pported by her.
External sponsorship may entail agsistance from the sponsor in the fom of
operational time, manpower, contract £funds, equipment,
£acilities.

stores or

15. Tagks fall into one of five types, as shown below, according to
the total estimated cost of resources (see Annex C, paragraph 7) proposed
for deployment against them within an approved sub-program:

a. Tyze 1 Task = requires resources estimated to cost more than $4m;

b. Type 2 Task - requires resources estimated to cost up to $4m but
more than $2m;

c. Type 3 Task - requires resources estimated to cost up to $2m but
more than $200K;

a. Type 4 Task =~ requires resources estimated to cost up to $200K,
divided into two categories:

Type 4A - tasks having a separate Task Number and Task Plan
and requiring resources estimated to cost up to
$200K but more than $S0K; and

Type 4B - tasks requiring resources up to $30X and which may
be included in a general task for each

sub-program.

16. Some tasks may require to be divided into phases to permit

separate cocmmitments to activities such as:

a. the preparation of a comprehensive, detailed Task Plan;

b. the conduct of a preliminary study (ey, project definition}:

c. the achievement of | diate mil if tcechnology or
resources to achieve ultimate objectives are uncertain at the
outset;

d.

the undertaking of closely associated but separate activities; or

24
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to address specific problems arising dur:.nq the course of the
task.

Pazagraph 26 describes the numbering procedure for tasks w:.t:h multiple
phases

. i
17. In preparing task plans for each phase, indicative estimates of
subsequent phases should be drawn to the attention of the delegate(s)
likely to be responsible for approving tasks which will be raised to cover
them. A proposed task plan for a subsequent phase should, anticipating
results of the current phase, be referred to the sponsor for- concurrence
(if appropriate) and sulmitted to the delegate for approval in r.:une “to
allow at least four weeks for his enquiries and consideration. "__
18. A task plan, following the format at Annex D, is to be p:epai‘ed’
for all Type 1, 2, 3 and 4A tasks. The detail should be commeasurate with
the objectives and estimated magnitude of the particular task. The Type 4B
category is provided primarily to allow customers a ready and less formal
access directly to laboratories, generally to obtain timely solutlcn's_.to;
Service problems or for general consultation. These tasks should, however,

be defined by a short statement of objectives and estimated resource
requirements.

TASK APPROVAL n

19. Formal concurrence of the sponsor with Part A (Task Summary) and
Part B (Technical Aspects) of the task plan must be obtained before
approval. Reference to this concurrence should be attached to the task_
plan. Parts A and B may also be provided to the supporter for informaticn.

20. DSTO resources are to be deployed only on approved tasks or
activities. Delegations for approval of tasks are given at Annex 3. The
delegations made ian this instruction give effect to substantial
decentralisation of authority. The attendant requirements for
accountability are dealt with later in this instruction. ‘totwithstanding
the various levels of delegation listed, occasionally tasks (other than
Type 1) will arise which, because of their nature or sensitivity, will be
referred to CDS for his consideration and approval. The decision on the
need for referral lies with the laboratory director.

21. The approving officer is to assure himself, taking into account

advice from the appropriate financial adviser, that the task satisfies the
following criteria:

a. the overall objectives of the task are consistent with current
DSTO policy quidance as stated in the Statement of Objectives and
Activities: this may require advice from the Director, Forward
Planning-Science (DFP~S);

b. the task can be conducted within the limits of the relevant
approved sub-program in the current year and is in accordance
with future planning as approved in the SOA {4if the task cannot
be dated within allocation to a zelevant sub-
program, a submission to ODCDS through Superintendent, Science
Programs and Administration (SSPA) seeking the necessary
amendment of sub-program allocations is required);

25
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Ce capital, external contracts and any assistance from outside DSTO
essential for execution of the task have been provided for. in
appropriate programs;

d. the cobjectives and timescales of the task are in accord with the
sponsor's. requirement and the task has his formal concurxence;
e. X the resource costs (Annex C) are fully stated and the estimated
: total places the task within his delegation for approval; and
£. the task has sufficient priority compared with other tasks in the
sub-program.
22.

A lower level delegate may approve an increase in the estimated
cost of a task, provided that:

a. the total approved cost, including the proposed additional cost,
does not exceed the delegation of the original approving officer;

b. the cumulative total of variations from the originally approved
task cost does not exceed:
(1) the limit of the delegation held by the delegate approving

the variation, and :

(2) 10% of the original approval; and

Ce the v

riation does not alter the basis of the original approval
or reflect a change in policy.

A progressive rascord of approved variations should be available to the
delegate.

TASK PRIORITY

23. Priority is categorised as high, medium or low: definitions of
priorities are givea in Annex C. Each task should be allocated a priority
by its sponsor and, where supported, a priority should be accorded by the
supporting organisation. For DSTO-sponsored tasks, the allocation of
priority is the responsibility of the relevant Llaboratory director,
subject (for Type 1 and 2 tasks) to agreement by CDS or DCDS respectively.

24, Indications of priority should be sought by the laboratories,
with the aid of the scientific advisers where appropriate, €for all
customer-sponsored tasks and supported tasks at least every twelve months.
It is not appropriate for customer organisations to express priorities for
tasks they neither sponsor nor support.

25. The definitions of priority enable judgements made by separate
sponsors to be related to each other. Issues of overall priorities of
tasks are for determinaiton by approving delegates and, as necessary, by
Central Office (DCDS) in consultation with Service Offices and other
customers; such issues should be referred to SSPA.
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TASK RECORDING

26. A sequential task number will be allocated to each task, except

Type 4B tasks. Each phase of a multi-phase task will be identified by an
additional decimal digit.

27. In addition, codes will be assigned to each task to identify:

a. its sponsor and the spomsor’s priority for the task (Annex C);

b. any supporting organisation(s) and its (their) priority for the
task (Annex C);

c. the sub-program to which it belonqs,:

d. task type (paragraph 15);

e task approval status (Annex C);

£. the objective category to which it belongs:

g the activity category to which it belongs; and

h.

as
{eg military capability

its categorisation within any other sec(s) of descriptors,
required by the current SOA format
categories).

The objective and activity categories are listed in Annex E. The objective
categories are based directly on Annex A; the activity categories are
defined in Appendix 1 to Annex E. betails of sponsor, supporting
organisation, sub-program, task type, objective, activity or other category
will be recorded frem che approved task plan. Priority will be recorded
from information sought, as required by paragraph 24. Task approval status
will be provided from Central Office records.

28. A Task Register Sheet will be issued for each task, except Type
48, from information held on the DST0 management information system. This
information, sumarised from approved task plans, should be agzeed between
the laboratory and Central Office before entry into the system; a drafs
Task Register Sheet should be provided concurrently with each task plan
forwarded to Central OfZIice. The Task Register Sheet is an information
sheet and not an authoritative document.

TASK TERMINATION

29. On completion or premature termination of a task, the approving
delegate and the external sponsor, if any, should be provided with a report
on achievements {(to meer the sponsor's requirements) and a list of relevant
publications. The approving delegate should also be provided wigh a
statement of actual resource usage on the task. Premature termination of a
task must be agreed to by the approving delegate in consultation with the
sponsoring agency. Central Office should be kept informed of all such
actions pertaining to task completion or termination.
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ANNUAL REVIEW - TASKS

30. Tasks will be reviewed annually by the respective approving
delegate; the task and sub-program timetable is given at Annex F. For this
purpose, task managers will provide a report on the resources deployed on
the task, together with its progress measured against milestones for the
previous year and the milestones and resource deployment for the ensuing
year. Task managers should consult with the Service sponsor, if
appropriate, in preparing the task report and plan for the ensuing year.
Resource deployment is to be given in manyears and budget requirements. A
copy of the task report will be forwarded, for in ion, to Central
Office and the task sponsor.

31. Subsequent to sub-program approval, delegates, in June-July, will
endorse those tasks that are to continue within approved sub-programs. In
the event thact significant changes are proposed to the plan of activities
(3.a Part B of Task Plan) or the resource allocations, an amended task
plan should he forwarded to Central Office.

ANNUAL REVIEWS ~ SUB-PROGRAMS

2. In May-June, the director of each laboratory will present to CDS
or DCDS a review of the work of each laboratory divison by sub-program.
The sub-programs will be presented in sufficient depth to give CDS or DCDS
a good appreciation of the work being conducted, the results achieved, the

resources programmed and actually used, and future work and resources
planned.

33. Documentation for the review is to be in the hands of CDS or DCDS
at least ten working days prior to the review. The documentation must, for
each of the division's sub-programs:

a. identify the sub-program, its co-ordinateor, and the tasks which
constitute i;

b, state concisely the progrzess against previously forecast targets
for the current year:

-8 propose targets for the ensuing year, emphasising the effect on
the sub-program of introducing any new activity or development
for the next or future years;

d. compare resources (manyears and budget reguirements) used on the

sub-program for the current year with resources that had been
planned; and

e, propose resource allocations (manyears and budget requirements)

for the ensuing year, highlighting any significant changes to
previous plans.

3. A summary of conclusions reached at the review should be drafted
and forwarded to the appropriate delegate by the Director. Sub-program
proposals amended to take into account any changes in the light of the

sub-program review will be forwarded for approval in accordance with
paragraph 8.

3s. Notwithstanding the above procedures, CDS or DCDS may call at any
time for special reviews of any specified sub~programs or tasks.
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TASK CO-~ORDINATION

36.

following procedures must be followed:

XY

b.

37.

'For the purposes of co-ordination of the DSTO Program, the

Task plans for Type 1 and 2 tasks are to be submitted

for
approval to CDS and ECDS respectively by line management.

Approval of Type 3 and 4A tasks must be notified by Lline

to SSPA geth with a copy of the approved task

plan.

SSPA must be notified immediately of approvals of variations
(paragraph 22).

Termination of Type 1, 2, 3 and 4A tasks must be notified to SSBA

together with documentation furnished in accordance with
paragraph 29.

Through formal returns to the DSTO management information system,
laboratories must provide information as follows:

(1) beginning of July - estimates of resource allocation to
tasks for the ensuing year;

{2) end of OCctober and February - notification of changes in
task estimates exceeding $50K from July estimate; resource
deployment on tasks taken from the costing system;

(3) end of June - actual resource deployment on tasks taken from
the costing system.

A list by sub-program of Type 4B tasks on which resources have
been deployed during the previous six months must be submitted to
SSPA every Januvary and July.

Director, Program Co-ordination - Science (DPC-S) in SPA Division

is the officer responsible for overall co-ordination of the currzent DSTO
Program and for the DSTO management information system.

72T s

(P.T. FINK)
Chief Defence Scientist

3/ 12, 1985

B6AAOT.LP
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ANNEXES: A. The Objectives of the Defence Science and Technology

Organisation
B. Levels of Delegation for Approvals of Resource Deployment
C. Definitions
D. Format of Task Plan
E. DSTO Objectives a.nd Activity Categories
F. Tasks and Sub-program Review and Approval Timetable

G. Additional bDistribution List

REFERENCE: DST 85/27262
CONTACT OFFICER: Mr W.R. Clark (062) 66 4471 (CP3-4-28)
Program Co-ordination = Science

DISTRIBUTICN: SDL 4, 6, 7Q, 7U, 7V, 7W + List attached at Annex G

EARLIER INSTR CANCELLED: Departmental Science Instruction No 1/83

30
BEAAOT.LP



Depu i nt 05 Deteuce APFENDLX E

DEPARTMENTAL SCIENCE INSTRUCTION No 1 /387

Note: * Unless cancelled at an earlier date, this will be il lled two (2) years after the
date of i u:uc [t should be incorporated into a Dcpan.m:nul Mmua.l before the automatic cancelling date,

27 JANUARY 1987

DEFENCE SCIEZNCE AND TECHNOLOGY ORGANISATION (DST0) COSTING SYSTEM

INTRODUCTION

1. The Defence Science and, Technology Organisation (DSTO) is
required to identify, attribute and account for the manpower and other
resources which it applies to its program o'f work.

2. This function is carried out by means of computer-based costing
systems which are reguized to conform with relsvant departzental financial
instructions and provide a database which will satisfy the requirements of
gcentral DSTO management and laboratory manage"s.

These requirements are
broadly as follows:

a. to provide the basis for assessing costs of projects or
activities requizing the approval or endorsement of sanjor
Defence committees, the Secretary, the Minister or Cabinet;

b. to identily the value of all resources used in the various
conponents of the DSI0 program for approval, management,
monitoring and accountability purposes;

C. to provide the basis for determining the f£inancial recovery for
work done for external organisations {eg commercial customess,
other departaents or other governments); and

d. to provide supporting data for the budgetary process.

AIM

3.

This instruction promulgates the definitions and principles upon
which DSTO laboratery costing systems are based.

DEFINITIONS

4. The terns used in this instruction are defined at Annex A.

RELATED INSTRUCTIONS

5. This instruction should be read in conjunction with Departmental
Science Instruction (DSI) 1/85-Definition, Approval and Review Procedures
for the DSTO Program and Departmental Finance Instruction ({DFI) 2/84-

Costing Policy within the Defance Organisation (and their

successor
instructions).

B61010.L2? 31
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SYSTEM PRINCIPLES

6. Laboratory costing systems are to identify and account for all
costs. Costing data is to be compiled so that costs can be aggregated to
task, subprogram and program levels.

7. The basic cest centre is a laboratory division. COther cost
centres may be defined where the divisional structure is not appropriate or
where specific identification of a cost entity is required (eg in
administratien or golicy areas, major project management or special centres
for cost accounting purposes). Approval for establishiag cost centres
other than divisions is to be obtained from the Ass:.sr.am: Secretary,
Science and Technology Administration (ASSTAl.

8. For approval and xeporting purposes,

tasks are to be costed at
cost centre level.

9. Within a cost centre, all costs which can be identified as
incurxed specifically for the purposes of a task are to be brought to
dccount against that task as prime costs. ALl other costs incurred within

the cost centre in support of the tasks or subprogram it undertakes are to
be termed support costs.

10, The support costs within a divisional cost centre are ts be
distributed to the division's tasks in the form of an overhead expressed as
a percentage of prize labour cost.

.. A sinilar principle applies to an approved cost centre which is
not organisationally a division.

12. Laboratory level management and administration ars not to be
included in the task ovarhead but are to be included in specific laboratory
managenment and adainistration non research and development (R&D)
subprograms (see Annex A). The Defence Research Centre Salisbury
Adoinistration Branch (DRCSA) and the esvablishment level accounting,
supply, personnel and other common services at the Aeronautical Research
Laboratories (ARL) and the Materials Research Laboratories (MRL) are to be

included in the laboratory administration subprogram for DRCS, ARL and MRL
respectively.

13. Uniforzly based costing procedures ars mandatory, enabling the
costing systaz to provide compatible data for use by DSTIO Cantral and for
other igh level DSTO manageazent purposes. The system may provide
additiocnal data for the specific requirements of the management of each
lahoratory and its functional elements.

14. Mangower is to be estimated, recorded and reported at the levels
appropriate for each requirement. These levels are explained at Annex B.

MATCHING PROGRAM COSTS 70 OUILAY

15. Some DSTO expenditure not directly related to R&D subprograas
(eg general plant and machinezy, facilities) and revenue is to be allocated
to non RSD subprograms (see Annex A). The total of all RE&D and non R&D
subprograms is to match total DSTO outlay.
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IMPLEMENTATION

16, The procedures promulgated in this instz:u;:u.on are to be
implemented retrospectively from 1 July 1986.

SYSTEM AUTHORITY

17, The DSTO costing system management authority is ASSTA who is
responsible for the poliecy and procedures governing opzration of the
system. ’

7

H.A. d'ASSUMECAO

Chief Defence Scientist
REFERENCE: DST 86/9447

DISTRIBUTION: SDL 4, 6, 7A, 7B, 7E, 7V, 7X, 14, Reg Sec S, Reg Sec Vic
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