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DearMsJ gers

I ampleasedto advisethat Defenceis ableto submitresponsesto questionsarising from the
JointCommitteeon PublicAccountsandAudit hearingsheldon 28 April and 12 May2005.
Enclosedareresponsesto eight questionsfrom thehearingandtwo receivedafterthe
hearings.Theseresponseshavebeenapprovedby theMinisterfor Defence.

Therearetwo remainingresponseswhicharebeing fmalisedandwill beprovidedto younext
week. Thefirst responserelatesto Ms Grierson’srequestfor a copyoftheprogressreporton
theGetWell Programatthe28 April hearing.Thesecondresponserelatesto awritten
requestfromtheHonJackieKelly MiP for copiesof documentsrelatingto the SDSSupgrade.

If youhaveanyquestions,pleasecontactAlison Weston (02) 6265 6277.

Yours sincerely

AssistantSecretary
Ministerial andExecutiveSupport
CoordinationandPublicAffairs Division

17 June2005

Enclosure:
Responsesto questionstakenonnoticeatthe28 April and12 MayJCPAAhearings.

DefendingAustralia and itsNationalInterests
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QUESTION 1

Ms Grierson

Hansardreference:p. 26 (28 April 2005)

What is thediscrepancyrateatpresentat Moorebankin termsof thestocktakecount?

RESPONSE
A 100 percentstocktakewasconductedattheDefenceNationalStorageandDistribution
Centre,Moorebank,between7 October2004and 31 March 2005. Theoutcomesofthe
stocktakeshowedan errorrateby valueof3.46 percentandby stockcodeof 10.19per cent.

QUESTION2

Mr Baldwin

Hansardreference:p. 63 (28 April 2005)

Pleaseprovidea briefon progresswith implementationoftheeightrecommendations

containedin Audit ReportNo. 5 of 2004-05.

RESPONSE

Listedbelow aretheeightrecommendationscontainedin Audit ReportNo. 5 of2004-05and
Defence’sprogresson theirimplementation:

1 — The ANAO recommendsthat Defenceadopt approval processesfor business
information managementsystemsthat align with processesusedfor other major capital
acquisitions.

Defencehasadoptedthe relevantapprovalprocessesfor businessinformationmanagement
systems.

2 — The ANAO recommendsthat Defencereview theManagementInformation Systems
Division traffic light reporting methodologyto ensurethat, project progressis assessed
in terms of both current and original baselineinformation.
TheMaterielInformationSystemsBranchis usingthis reportingmethodologyfor all major
andminorprojects.

3— The ANAO recommendsthat Defencedevelopand promulgate a Standard
Operating Environment upgradeplan. This plan would describethetechnical,system,
and operational standardsto be adopted for managementinformation systemsover the
short and medium term.

TheDefenceChiefInformationOfficer is coordinatingthedevelopmentoftheDefence
StandardsManagementSystem. This will addressthedefinitionofthe technical,systemand
operationalstandardsto be adoptedformanagementinformationsystems.Thesolutionis
plannedfor deploymentin June2006.
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4 — The ANAO recommendsthat Defence:

a) developspecificpolicy to define, and manageeffectively, actual and perceived
conflicts ofinterest arising from the engagementofa Contractor to conductthe
scopingphaseofa project that provides thebasisofa much larger tender; and

b) reviewtheuseofa time and materialsstyle contract for the performanceof
managementfunctions associatedwith high-risk software developmentprojects
dependenton Defencespecificdeliverables.

a) TheCapabilityDevelopmentGroupisnow responsiblefor developingtherequirements
for anymajorsoftwareacquisition,anddeterminingthescopeoftheproject. Any
subsequentacquisitionis managedby a separateorganisation.This ensuresthat thereis
not a directrelationshipbetweentheaccountabilityfor developingtherequirementsand
theaccountabilityfor deliveringthesolution.

b) To ensurevaluefor money,theacquisitionstrategyfor anymajorsoftwareacquisition
will focuson acontractualarrangementbasedon measurableoutcomes.

5— The ANAO recommendsthat, wheretheuseofan Earned Value Management
Systemis stipulated by extant policy, Defenceconsider adopting Australian Standard
4817-2003,theAustralian Standard for Project ManagementUsingEarned Value, to
provide robust performance assessmentinformation to seniormanagement.

Defencecomplieswith DefenceMaterielOrganisation-widepolicy throughtheuseof the
standardprojectmanagementmethodologyandtheImprovedProjectSchedulingandStatus
Reportingtoolset. Thesedictatethatall projectsfollow astandardprojectlife-cycle to ensure
appropriateapprovalsandsignoffs,qualityassuranceat keymilestonesalongthewayand
earlydetectionofproblemareas.

EarnedValuePerformanceManagementis a methodfor measuringandreportingproject
performance,andforecastingfutureperformancebasedon pastperformance.TheEarned
ValuePerformanceManagementmethodmeasuresperformanceofthetime andcostaspects
ofaprojectandenableseffectiveprojectmanagement.DefencehasadoptedtheAustralian
Standardfor ProjectManagementUsingEarnedValue,andhasamendedperiodicreporting
accordingly. DefenceProgramManagementOfficesusemonthlyprojectreportingbasedon
theEarnedValueprinciples. This reportinghasan emphasison themeasurementofprogress
againstabaselinein theareasofschedule,costandcapability. This ensuresprojectsare
assessedusingconsistentmetricsandstandards,andenablesearlydetectionofproblemareas.

6— The ANAO recommendsthat Defence:

a) review theresponsibility for SDSSsystemmanagementand developmentin the ‘In
Service’ domain, againstthe responsibility to fund the developmentand validation of
training products for delivery to the userenvironment;

b) review therequirement to establisha centralisedDefenceTraining Authority to
acceptresponsibility for themanagementand delivery ofall required SDSStraining;

c) ensurethat thechosenTraining Authority has adequateand relevantexperiencein
the delivery ofinformation systemtraining ware;

d) reviewthe regulation and suitability ofthe training at regular intervals; and
e) ensurethat training is included asa standing agendaitem at a Senior User Group, or

similar executiveforum, where the authority to expendfunds for training
developmentactivities can be endorsedfor implementation.
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a) TheDirectorGeneralMaterielInformationSystemshasassumedtheresponsibilityof
ManagerJointTraining, to providea singlepoint ofaccountabilityfor thedeliveryof
training to SDSSusers. Thisensuresa consistencyof training standardsacrosstheSDSS
userbase.

b) Seea)above.
c) TheDirectorGeneralMaterielInformationSystemsnowhasresponsibilityboth for the

in-servicesupportofSDSSandthedevelopmentof appropriatetrainingpackages.
d) A nominatedcontactwithin eachGroupacrossDefenceis responsibleto theManager

JointTrainingfor identifying annualtrainingliability andrequirements.Refinedand
additionalcourses,including anon-lineassessmenttool, arebeingdevelopedthrough
contractswith trainingdevelopers.

e) All aspectsofSDSStrainingarereviewedregularlyatasenior-levelusergroup. SDSS
training hasbeentargetedfor reviewandaccelerateddevelopmentin theG3 remediation
plan.

7— The ANAO recommendsthat Defenceregularly review useracceptanceof, and
compliancewith, the DefenceSupply Chain Manual and associatedmanagement
directives.

Thisactivity is carriedout regularlyby the StrategicLogistics Branch. TheDefenceSupply
ChainManualhasbeensubjectto independentauditaspartof theBusinessProcess
CompliancestreamoftheSDSS‘Get Well’ program,with businessprocessrefinementsbeing
implementedaspartofDefence’sremediationstrategy.

8— The ANAO recommendsthat Defencemanagethe recently developedSDSSGet Well
Program within theframework oftheDefenceInformation Environment, including
wide enduser involvement (with Joint Logistics Command representation)at
GovernanceBoard.

The SDSS‘Get Well’ programhasbeencompleted.TheProjectManagementSteeringGroup
for SDSSnow includesrepresentativesfrom theChiefInformationOfficer Group,theJoint
LogisticsCommandandtheServices.TheMateriel InformationSystemsProject
ManagementGovernanceBoardhasanexternalchair(RearAdmiral PeterPurcellRtd) and
externalandinternalrepresentation.It reportsto theChiefExecutiveOfficerof theDefence
MaterielOrganisationandprovidesindependentoversightofinformationsystemsprojects.

QUESTION3

SenatorHogg

Hansardreference:p. 65 (28 April 2005)

Pleaseprovidea copyofthe revisedDefenceInstruction(General)on StocktakingofDefence

Assets.

RESPONSE

ThecurrentDefenceInstruction(General)on StocktakingofDefenceAssetsis attached.The
DI(G) is currentlyundergoingrevisionandwill beprovidedto thecommitteeonceit hasbeen
clearedandpromulgated.
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QUESTION 4

Ms Grierson

Hansardreference:p. 70 (28April 2005)

Pleaseprovidedetailsofexpenditureon SMS andKPMG contractorson theSDSSversion4

Get Well Program.

RESPONSE

Thetotal expenditureon SMS/KPMGcontractorsfor theSDSS‘Get Well’ programwas
$1,179,538.This expenditurecoveredtheProgramManagementOffice, includingchange
andcommunications.

QUESTION 5

Ms Grierson

Hansardreference:p. 71

In relationto JP2077,pleaseprovidedetailsofexpenditureto dateandwhatelementshave

beenoutsourced,including whichpersonnelareinvolved?

RESPONSE
JP2077Phase1 wasapprovedin 2001-02with fundingof $38.9m. To date,$37.lmofthe
total funding hasbeenexpended).Theprojectupgradedpartsofthe logistics information
systemandaddressedsomedeficienciesin financialreporting,businesspracticesanddata
quality.

JP2077is currentlyin therequirementsphase(Phase2A). Thisphasehasanapproved
budgetof$15.9m to undertakethepreparatoryandenablingwork for futurephasesofthe
project. Phase2A will providethestructures,mechanismsandinitial plansnecessaryto adopt
awhole-of-capability,whole-of-logistics,andsystem-of-systemsapproachto the
improvementof logistics informationsystemsovertheremainderofthedecade.Phase2A
will becompletedon 30 June2005.

ElementsOutsourced

Phase2A elementsoutsourcedwere for:

• Specialistskills to supporttheproject, includingprojectmanagementskills, legaland
accountingadvice,contracting,communicationsandchangemanagement.

• Technicalsupportincluding detailedtechnicalassessmentandcostingofvendorproducts.

• Preparationofcapabilitydevelopmentdocumentationand thecapabilityoptions
document.
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Significantpersonnelwereinvolved from the following organisations:
Company Prime Role Contracts Value

($m)
SMS/KPMG ProjectManagement 10.5
Mincom Technical 2.0
KBR Technical 1.1
McPhersonAssociates Technical 0.3
Phillip’s Group Communications 0.2
Aperium Contracting 0.2
Philip Fox Legal 0.1
PWC Accounting 0.1
JMW ChangeManagement 0.1

QUESTION 6
Mr Baldwin

Hansardreference:p. 72 (28April 2005)

Pleaseprovidedetailsofexpenditureto dateon JP2080.

RESPONSE

Expenditurefor JP2080Phase1 is $40m. $5mwasspentin 2000-01 and$35mcarriedover
andspentin thefollowing threefinancialyears.

ExpenditureforJP 2080Phase2 was$l.259m. $1.046mwasspentin 2003-04and$0.213m
wasspentin 2004-05.

QUESTION 7

Ms Kelly

Hansardreference:p. 11(12May 2005)
CanDefenceprovidethepercentageofdiscrepanciesfoundin stocktakesoverthe lastten
years?

RESPONSE
Defenceis not ableto devotetheconsiderabletimeandresourcesrequiredto
providethis information.

QUESTION 8

Ms Kelly MP

Hansardreference:in cameraevidence(12 May 2005)

How manypeoplehavebeenapprehendedfor/convictedoftheftfrom Defencebases?
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RESPONSE

ThenumberofIraucW)(2)(3) convictions in Defencewere:
2003-04 2002-03 2001-02 2000-01

Civil Criminal Court
Guilty 9 11 13 16

DefenceForceDisciplineAct 1982
Guilty 47 42 39 90
Total Convictions 56 53 52 106

Notes
I. ThecurrentCommonwealth Fraud Control Guidelines definefraudas dishonestlyobtainingabenefit by deceptionor by othermeans

andspecificallyincludetheft asa sub-setof fraud.
2. Basedon thenumberofclosedfraud investigations.
3. This excludescivil recoveryaction.

QUESTION Wl
Ms Grierson

SDSSProject

a) Whowastheprojectdirectorfor theSDSSproject?Whatwerehis/herqualificationsfor
thisproject?

b) Doeshe/shehaveany specific input, responsibilitiesor involvementsin theGetWell
Upgradeand/ortheJP2077project?

c) ThroughouttheSDSSproject,wasPricewaterhouseCooperspaidanybonuses?If so,at
whatstage/softheprojectweretheypaid,whatwere theyfor, howmuchweretheyand
who authorisedthese?

RESPONSE

a) Mr PeterPriddlewastheProjectDirector,SDSSUpgradeProjectfrom July 2000to
October2003. SinceOctober2003he hascarriedout therole ofDirectorSupplyChain
SystemsProgramOffice. Mr Priddlehasworkedin Defencesupplychainoperationsfor
19 years(1980to 1999),aswell ashavingexperiencewith SDSSdevelopmentin the
version3 environment(1988-90).

b) Mr Priddlewasresponsiblefor theGetWell program. He is not involvedwith the
JP 2077project.

c) Yes. On 17 October2002, anincentivepaymentwasmadefor an on-time/quality
outcomeofthePhase1 task. The first phasewascompletedin April 2001. Thevalueof
thepaymentwas$179,000.No bonusor incentivepaymentwasincorporatedinto the
secondandfinal phaseof theproject. Paymentwasapprovedby theProjectBoardfor the
SDSSUpgradeprojectandauthorisedby theSDSSUpgradeProjectDirector
(Mr Priddle).

QUESTION W2
Ms Grierson

Project JP 2077

a) Why is Mincom identified astheDefenceAlliance partnerto developtheMilitary
Logistics InformationSystemsSolution? Who madethis decision?
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b) WhenwasMincom allocatedthiscontract?Whatarethetermsof thiscontract?
c) WhatwastheextentofMincom’s involvementin theSDSSproject?
d) HaveMr David CochraneandMr RaoAyyalasomayajulahadprior involvementin the

SDSSproject? If yes,pleasedetail.
e) Who appointedthemasDM&s representativeson theJP2077projectandwhen?

RESPONSE

a) While Defenceconsideredan allianceasa contractingstrategyfor JP2077, this is not
currentlythepreferredacquisitionstrategy.Therefore,Mincom is not identifiedasthe
DefenceAlliancepartnerto developtheMilitary Logistics InformationSystem.

b) Not applicable.
c) DuringtheSDSSUpgradeproject,Mincomwascontractedto do the following:

i) convertSDSSversion3 codeto version4.3.12;
ii) developadditional functionality in version4;
iii) providetheProjectManagementOffice with technicalinputon thedesignof thenew

supplychainprocessanddocumentation;and
iv) assistin thedesignandexecutionofthedataconversion.

d) TheDefenceMaterielOrganisationhasno knowledgeofMr DavidCochrane’s
involvementwith theSDSSproject. Mr Ayyalasomayajulahashadno involvementwith
SDSS.

e) TheDefenceMaterielOrganisationhasno knowledgeofMr DavidCochrane’s
involvementwith JP2077. TheDirectorGeneralMaterielSystemsBranchappointedMr
Ayyalasomayajulato theJP2077ProjectOffice whenit wasestablishedin late2003.


