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Q2: Capability Maintenance Budget
Senator Fawcett asked on 15 March 2013 Hansard page 6:

(1) Can you talk to us about the current state of the P3 fleet in terms of the spare parts
availability, the current Christmas-treeing of aircraft on tarmacs, the reduction in contract
work for local suppliers in providing spare parts - all of which says it is going to be a fairly
large hurdle to reconstitute the fleet in a meaningful timeframe.

(2) Also, what is the state of repair parts, in terms of RI items, and are those essentially being
put back on the shelf unserviceable and not actually being put back out to contract to be
reconstituted?

Response:

(1) and (2) The Chief of Air Force responded to the issue of Christmas-treeing of aircraft at the
Hearing of 15 March. His response can be found in Proof Committee Hansard Parliamentary
Joint Commiittee on Foreign Affairs, Defence and Trade Defence Sub Committee Defence
Annual Report 2011-2012 on page 23.

With respect to Repairable Items (RI), the requirements to support P3 operations are well
understood. The Maritime Patrol Systems Program Office of the Defence Materiel Organisation
has a well established management plan to manage the various mission systems of the AP-3C
platform. Overall, the state of these items is acceptable for a weapon system approaching its
planned withdrawal date. Some critical systems are managed closely, which may involve
specific items being removed from aircraft undergoing maintenance to support operations.

The Rl management involves identifying maintenance requirements in an annual maintenance
plan. Items are put into contract work in accordance this plan. Placing items back on the shelf
unserviceable until they are evacuated to contractor facilities for maintenance is normal practice.

Over the period September to November 2012, inductions of items into some contractor facilities
was slowed as budget positions were investigated, but inductions returned to forecast levels in
December 2012.
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Gen. Hurley: Don't start me, Dr Jensen!

Rear Adm. Walker: I thought I should not have raised that. We use the BMI as a screening tool and we also
use waist-hip relationship measurements. There are clearly some individuals who have a very high muscular
mass who have a very low body fat percentage, and that can be taken into account. There are other
measurements you can do which are more sophisticated tests of measuring body weight. However, when
recruiting restrictions were low there used to be a BMI of 30 and a body fat less than—it is different for males
and females. It was relaxed to a BMI of 33, [ believe, but you still needed to be fit in all other respects and you
needed to be able to do the physical activities and the physical tests. In the majority of cases, people who are
morbidly obese are morbidly obese. But sometimes, between 30 and 33, there are individuals—and Australian
rugby players are some of them; no neck, big muscles—who are easy to pull out and make an assessment of.

Lt Gen. Morrison: But on every criterion, Senator Furner, you still have the machine gun!
CHAIR: It looks like I am stuck with the gun!

Dr JENSEN: There is just one of thing [ am curious about. There are a lot of categories within the military
where there are age restrictions—for instance, pilot entry. Why are we sticking with an age restriction rather
than a capability issue? What [ am getting at is that you have to be under a certain age if you want to get into
pilot training, for example.

Lt Gen. Morrison: 1 will leave that one with General Fogarty.

Major Gen. Fogarty: Part of my responsibility is running the recruiting function. [ am not aware of any age
restrictions other than being able to provide a return on service obligation, which is our value back to the
organisation after the training period and before the compulsory retirement age of 60.

Dr JENSEN: So, for instance, with pilot training these days, is there no age restriction in particular apart
from that service obligation aspect?

Major Gen. Fogarty: Yes, that is my understanding.

Dr JENSEN: That has changed then. It is good to hear.
Proceedings suspended from 11:51 to 12:45

CHAIR: Our next matter on the program is Defence budget.

Gen. Hurley: Would you mind if we went back to the issue that Senator Fawcett raised this morning about
P3 fleet and where we are at with that, and reconstitution of ASW capability? Chief of Air Force can speak to
that. :

Air Cdre Brown: The committee asked questions on P3 overachievement of flying hours and the
sustainability of the aircraft as well as 'Christmas treeing' or cannibalisation of parts at Edinburgh. There was
some modest overflying. In 2010-11 we had 7,900 hours planned. We actually flew 8,047—so about 102 per
cent. That over-achievement was directly due to Op Resolute. In 2011-12, again we planned 7,900 hours and
we flew 8,128—103 per cent. Again this was due to Op Resolute. They are pretty modest overflights and it has
a pretty negligible effect on sustainability in maintenance and engineering on the aircraft itself.

Another question was related to cannibalisations and increased cannibalisations rate. We have a target of five
cannibalisations per 100 hours flown. The AP3C recorded 2.63 in February 2013 and this trend has actually
been decreasing in March 2013.

The other question related to the reconstitution of high-end war fighting skills. Again, since the P3s came
back from the Middle East we have had a plan to remediate those high-end war fighting skills. We have always
kept a base level in a number of crews and the current plan has us back to our full capability by mid to late
2014.

Senator FAWCETT: The questions around sustainment of peace requirement of cannibalisation flying rate
really go to the issue of husbanding the asset through to its retirement. The questions are really trying to
understand, as we cease operations in Afghanistan, how much of that effort is going to be redirected to the
ASW task? Given that Op Resolute appears to be one of the significant drivers of utilisation, has there been any
consideration to looking for alternate ways of meeting that Op Resolute outcome in terms of surveillance
through other platforms—even if delivered by industry? Can you talk about the husbanding peace, particularly
in light of reports that we have been getting from industry that there has been a significant downturn in the



repair parts supply for the P3, which indicates that potentially there is not that plan to continue a rate of
activity?

Air Cdre Brown: The current plan is really to maintain that 7,900 hours for a ramp-down towards its
replacement, the P8's introduction, so that is a pretty solid plan. The aeroplane is an ageing platform, so it is a
pretty complex management problem, probably the most complex one that A
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Q3: DMO Budget
Senator Furner asked on 15 March 2013 Hansard page 19,

CHAIR: While we are on the subject of how DMO performs in bringing projects
under budget, maybe we can use an example like the one Dr Jensen commenced his
questions to you with, the reconnaissance robot. How did that come under budget?
Can you tell the committee how that occurred?

Mr King: No, I cannot, I do not know the details. Quite honestly, we just do a lot of
procurements that just happen and they happen well. 1will find some details for you;
I do not know the details of that procurement.

Gen. Hurley: These are robots for the counter-IED function and so forth?

Dr JENSEN: Yes.

CHAIR: Surely it is an example, as you were explaining earlier, of your planning in
those circumstances you identified to the committee of how you reach that point of
time in bringing up a project under budget.

Mr King: It certainly would be but, as I told a group of press folk the other day, there
are headlines that we do not get that we should get. The big one that should be put
across every paper in Australia is 'Yet another Defence project under budget'. The
truth is that we execute Defence projects under budget. It is not a novel example.

CHAIR: Good news does not sell, does it?

Mr King: Unfortunately no. But the reason I am so strong about this is that it is
important for you - the parliament - for government and for the taxpayers to have a
belief in what we do do that is right. That is not for a moment to take our focus off
getting better; but it is unfortunate that the people of Australia feel, as a starting point
in any discussion about a defence project, that we run them over budget. There is
nothing novel about running a project under budget in Defence.

Response:

The reconnaissance robot was an urgent operation procurement. $6.662 million was
set aside in the Defence budget for this procurement. Subsequently the cost to
procure 30 robots was $4.14 million, $2.52 million less than what was budgeted for.

DMO projects which come in under budget are the norm. Since July 2010 59 major
projects have been closed following successful introduction into service. On average
these projects were completed within 95 per cent of the approved budget. Of this only
four projects required a real cost increase to complete approved scope. The details are
set out in the table below.



DMO Project Closures since July 2010

: . Percentage of
Project Name Project number/ | - Project Approval Total Spent approved funds
phase Value
required

$m $m $m

(a) (b) {b)(a)%

Lead-In Fighter Capability AIR 5367 Phase 1 1027.94 1022.62 99
Electronic Warfare Collaboration with the US AIR 5406 Phase 2 57.71 57.57 100
Military Satellite Communications JP 2008 Phase 2 121.47 118.84 98
Space Based Surveillance Capability JP 2044 Phase 2B 154.44 139.32 90
Overhead Non-Imaging Infra-Red Concept Technology Demonstrator JP 2057 Phase 1 3.75 32 86
High Grade Crypto Equipment Secure Telephony JP 2069 Phase 1B 18.55 9.22 50
Tactical Information Exchange Domain - Project Definition Study JP 2089 Phase 1 6.12 5.98 98
Maijor Deployable Joint Taskforce Headquarters JP 8001 Phase 3A 12.70 12.08 95
Maijor Deployable Joint Taskforce Headquarters JP 8001 Phase 3B 12.99 1092 84
Harpoon Missile JP 1 Phase N/Q 110.58 107.64 97
Evolved Sea Sparrow Missile SEA 1428 Phase 2A 362.24 348.12 96
Soldier Combat System Design Study LAND 125 Phase 2B 48.25 36.33 75
Air Warfare Destroyer - Non Design Related Studies SEA 4000 Phase 1A 4.78 3.67 77
Air Warfare Destroyer Study SEA 4000 Phase 1B 10.22 7.78 76
Air Warfare Destroyer - Platform Design Studies SEA 4000 Phase 1C 15.24 13.02 85
Special Forces Air Drop Rigid Hull Inflatable Boat JP 2088 Phase 1A 43.26 34.49 80
C-130J-30 Sirategic Air lift Capability AR 5216 Phase 1/2 1049.91 1023.78 98
Electronic Warfare Self-Protection for the AP-3C AIR 5276 Phase 4 45.22 42.31 94
Narrowband Secure Voice Equipment JP 2036 Phase 1 69.76 34.69 50
Air Command Support System JP 2030 Phase 5B 57.12 55.28 97
Sidearm AIR 5419 Phase 1 4.50 4.46 99
Joint Command Support Environment JP 2030 Phase 3 55.60 54.63 98
Air Command Support System JP 2030 Phase 7B 73.56 66.91 91
GPS for ADF Aircraft JP 5195 Phase 3C 32,52 2021 62
High Frequency Surface Wave Radar JP 2084 Phase 1 24.20 20.51 85
Digital Radio Frequency Surveillance System JP 2081 Phase 1 6.03 5.90 98
Mine Warfare Command Support System (MWCSS) SEA 1297 Phase 3 29.28 26.42 90
Geospatial Information Infrastructure and Services JP 2064 Phase 2 1743 11.99 69
Non Stand-Off Semi Hardened and Area Weapons AIR 5398 Phase 26.91 20.37 76
Seahawk Capability Assurance Program Phase 1 AIR 9000 SCAP 1 4.70 3.12 66
Incident Response Regiment (IRR) Equipment Capability Project JP 2087 Phase 1 17.58 14.75 84
Aircraft Rescue and Fire Fighting Vehicles JP 2095 Phase 1 31.92 25.12 79
Chemical, Biological, Radiological Response (CBRR) JP 141 Phase 1 38.34 23.24 61
AN/TPG-36 Weapon Locating Radar Life of Type Extension LAND 58 Phase 3 31.60 28.29 90
Project Overlander LAND 121 Phase 2 93.96 70.62 75
Australian Acoustic Generator SEA 1424 Phase 1A 10.22 9.81 96
Airbome Laser Bathymetry Project SEA 1102 Phase 3A 1648 13.70 83
Hydrographic Ship Construction SEA 1401 Phase 2 22512 217.46 97
Maritime Operations Support Capability - HMAS SIRIUS SEA 1654 Phase 2A 139.27 138.76 100
UHF MILSATCOM SEA 1420 Phase 1 45.33 44.20 98
RAAF C130J EWSP Project AIR 5276 Phase 4A 22.83 17.23 75
IR Suppression For C130h AIR 5433 CTD 5.23 521 100
Enhancements To Special Operations Capability JP 2042 Phase 4 31.55 27.85 88
Tactical Air Defence Radar AIR5375 Phase 1 220.01 173.74 79
Other Central Projects DEF 777 3546 34.04 96
Air To Air Weapons Follow-On Buy AIR 5400 Phase 3 181.19 153.74 85
Evolved Sea Sparrow Ph 2b/3 SEA 1428 Phase 264.29 262.35 99
Direct Fire Weapon LAND 40 Phase 1 143.92 134.74 94
Minehunter Coastal SEA 1555 Phase 2 1265.81 1165.85 92
Amphibious Watercraft JP 2048 Phase 1A 56.97 44.92 79
Ships Self Defence Capability - Rapid Acquisition SEA 1779 Phase 1 52.88 4446 84
ET (P)-JISS DEF 7013 Phase 3B 80.63 78.80 98
Project Bunyip DEF 224 Phase 1 11.78 11.35 96
Trinity DEF 333 Phase 2A 36.64 3451 94
JISS DEF 7013 Phase 2 57.91 4713 81
AP-3C Advanced Flight Simulator AIR 5276 Ph3 58.84 61.29 104*
Air-to-Surface Weapon System Training Capability AIR 5398 Ph1 354.87 406.04 114*
Air to Air Weapons Capability AIR 5400 Ph1 261.60 295.55 113*
Improvements to the Logistics Information Systems JP 2077 Ph2B 126.75 152.29 120*
TOTAL 1,425 1,058 95

*Project approval is original project approval value updated for inflation and exchange. These four projects received a

real cost increase to complete project work.




DMO is able to achieve better practice project outcomes through its people, process
and policy. More recent reforms have focussed on greater effort during project start-
up to reduce risk and increase fidelity of cost and schedule estimates. In addition,
there has been emphasis on off-the-shelf solutions.

DMO project management policies and practices are under constant review to
incorporate lessons learned and streamline processes.

The DMO has invested heavily in people through the establishment of a project
management professionalisation framework to enable people in project management
roles to acquire the knowledge, skills and competence for the effective management
and delivery of projects. This framework provides a range of training pathways
including practitioner courses, nationally accredited vocational based training and
post graduate education options. DMO has developed Communities of Practice across
the scheduling, cost estimation and project management streams, which enable
knowledge sharing and the identification of best practice processes that can be applied
across the organisation.
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QS5: Mental Illness Issues of ADF Personnel
Senator Furner asked on 15 March 2013.

I understand that since 2011 there have been approximately 249 injured personnel in Afghanistan.
Out of that 249, how many have been identified as suffering from post-traumatic stress disorder
or other forms of mental illness?

Response:
As at 31 March 2013, 251 ADF members have been wounded in action in Afghanistan.

To provide a clinically validated account of the number of personnel who have been wounded in
action in Afghanistan and who suffered from or subsequently developed Posttraumatic Stress
Disorder (PTSD) or any other mental health disorder would require an unreasonable diversion of
resources.

It should be noted that all members wounded in action receive a comprehensive health
assessment, which would include consideration of any mental health concerns requiring further
assessment and treatment.
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Q6: Defence Capability Budget
Senator Fawcett asked on 15 March 2013 Hansard page 16.

So, in those three areas - in fact taking all of AVM Hart's area - what is the total budget you work
with at the moment?

Response:
The total acquisition costs for Counter Rocket, Artillery and Mortar (CRAM), Counter
Improvised Explosive Devices (C-IED) and Intelligence, Surveillance and Reconnaissance
(ISR) used in-theatre have been estimated by Defence as approximately:
(a) CRAM: $253 million;
(b) C-IED: $492 million; and
() ISR: $160 million.
The annual cost to support these capabilities in-theatre has been approximately $149 million.
These figures do not include items such as consumables which can be attributed across a range of
activities.
The current budget to remediate these capabilities and introduce them into service is:
(a) CRAM: $39 million;
(b)  C-IED: $34 million; and
(©) ISR: $34 million.
These estimates are based on current remediation and introduction into service plans which are

being refined as the condition of capabilities is assessed and the raise, train and sustain impacts
are considered by capability managers.
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Q7: Defence Capability Budget
Dr Jensen provided in writing on 15 March 2013:

What critical capabilities do you see that Defence will be unable to carry out that was originally
planned for, particularly with regard to the Defence white paper? Can you say which ones of
them have been shifted to the right?

Response:

Defence remains committed to the core capabilities outlined in the 2009 Defence White Paper
and continues to make substantial progress in implementing these capability priorities.

The reprioritisation of Defence expenditure in the 2011-12 budget was designed to have
minimum impact on the delivery of core Defence capabilities. A number of lower-priority
capability projects were deferred with a small number cancelled where they were superseded by
alternative capabilities, and other capability and facility programs were subject to re-scoping.
Australia will continue to maintain one of the strongest military capabilities in our region.

The 2013 Defence White Paper reaffirms the core capability commitments made in the 2009
Defence White Paper and since 2009.

As outlined in the 2013 White Paper, ‘The 2012 Force Structure Review assessed capability
priorities against the backdrop of Australia’s contemporary strategic environment and Defence’s
budget position in light of fiscal realities. The Review confirmed the need to deliver priority
ADF capabilities within available resources in the near-term, while continuing to progress
enabling capabilities essential to the ADF being a capable, integrated joint force’.

As outlined in the 2013-14 Portfolio Budget Statement, ‘Defence will continue to implement
Government’s priorities including enhanced ADF activities in the Indo-Pacific region.
Implementation of agreed recommendations of the ADF’s Force Posture, and introduction into
service of new major capabilities such as the Landing Helicopter Dock ships and the EA-18G
Growler.

In conjunction with establishing the new funding model for Defence, the Defence budget has
been reprofiled over the Forward Estimates for expenditure on priority Capital Investment and
Sustainment Programs. This includes the acquisition of 12 new EA-18G Growler aircraft, as
announced in the White Paper, for which the Government will also provide Defence an additional
$200 million in 2014-15.

The reprofiling of the Budget will in the usual way involve adjustments to the priority of
activities across Defence, including proposed capability acquisitions. Details will be provided in
the next Public Defence Capability Plan, to be published before the end of the 2012-13 Financial
Year.
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Q8: Defence Materiel Organisation (DMO) Staffing
Dr Jensen asked on 15 March 2013, Hansard page 24:

There is also a specific issue that troubles me greatly. It is the issue of a person called Mr Peter
Goon. The Blunn Review found that he had undertaken work that should have been repaid. The
then Head of the Defence Materiel Organisation Mick Roche agreed with all of the findings of
the Blunn Review, including that Mr Goon should be paid for that work he had done. This was
back in 2002. Mr Goon was not paid. Dr Gumley similarly agreed that Mr Goon was owed
money and should be paid. He still has not been paid. This is after 11 years. The question then
begs itself: how many other cases are there where you have a similar situation?

Response:
Defence has engaged with Mr Goon on a regular basis on this and other matters over many years.

In 2001, Mr Tony Blunn undertook a review into problems Mr Goon raised as Managing Director
of Australian Flight Test Services in his dealings with Defence. In accordance with the review’s
outcomes, Defence paid Mr Goon an additional $17,076.67 for time spent preparing evidence for
the deseal/reseal Board of Inquiry.

Subsequent to this payment, Defence received two further invoices (one for $201,275.03 and one
for $6,125.37) from Mr Goon'’s business, Australian Flight Test Services.

In 2007, Dr Gumley, the then Chief Executive Officer of the Defence Materiel Organisation,
offered to settle Mr Goon’s invoice for $6,125.37 related to additional costs and interest incurred
by him in pursuing payment of the earlier invoices totalling $17,076.67. This was subject to Mr
Goon signing a suitable deed of settlement and release. Mr Goon has refused to accept the offer.

This matter has been the subject of recent correspondence dated 28 March 2013 from Mr Stephen
Smith, Minister for Defence, to Senator David Fawcett that confirms Defence’s offer of
$6,125.37 remains open for acceptance and encourages Mr Goon to reconsider the offer.

Defence Materiel Organisation is not aware of other cases similar in nature to the claims made by
Mr Goon.
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Q9: ADF Budget
Senator Fawcett asked on Friday, 15 March 2013, Hansard page 27.

I would appreciate it if you could provide us with the figures - particularly for the specialist
military equipment - that were used in this year's budget.

What are the cost growth pressure indices that you have applied over the forward estimates?
And what were the figures that have been used since the 2009 Budget, if you can disclose them?

Response:
The cost growth figures used in the Defence budget utilise a basket of five indices to model the

future costs of Defence. The basket of indices is as follows:

1. Military Equipment Capital and Sustainment — 40% US Department of Defense
Procurement Index; 39% Wage Price Index and 21% Producer Price Index (PPI)
Manufacturing Index;

2. Personnel - 100% Wage Price Index;
Facilities — 100% Gross Fixed Capital Non-Dwelling Construction Index; and
4.  Other Operating Expenses — 100% Non Farm Gross Domestic Product (NFGDP)

implicit price deflator.

This basket of indices continues to be the basis for calculating cost growth within Defence.
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Q11: Base Services Contract Retendering Process
Senator Ian Macdonald asked on Friday, 15 March 2013:

Can you, perhaps on notice, give me an indication of how the $147 million is made up
and where that figure comes from?

Response:

The Strategic Reform Program financial achievement for 2011-12 is evidence that
Defence remains committed to delivering the Government’s reform priorities. This is
being achieved through a combination of existing initiatives generating ongoing savings,
implementation of new reform initiatives, increased cost consciousness, and reduced
discretionary spending.

Non-equipment procurement reform has over 50 initiatives, looking for greater
efficiencies in various business categories such as travel, removals, professional services,
garrison support and building maintenance

Key areas of reform contributing to the FY11/12 savings include unpacking options,
online travel booking tool, mess consolidation and rationalisation in the procurement of
office supplies and hardware items.
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Q12: Base Services Contracts Retendering Process — Contractor Conversions
Senator Macdonald asked on Friday 15 March 2013, Hansard page 31:

Can you - perhaps on notice because we are going to run out of time - indicate which areas you
are going to employ permanent public servants to do the work that was previously done by
contractors? Can you indicate to me - not in dollar terms - how you assess that is going to save
you money?

Response:

In the Defence Budget Audit conducted in 2008 McKinsey and Co (McKinsey) identified that
there were a large number of roles undertaken by contractors that could be equally undertaken by
an Australian Public Service (APS) employee without negatively impacting on capability.

McKinsey advised that by converting these roles, up to 30 per cent of the contractor cost could be
saved.

The roles identified were positions filled by individual contractors and primarily involved filling
a line position within the organisation.

Positions/roles would only be converted where there were suitable people in the market place
wishing to fulfil the role as an APS employee.

The types of positions previously filled by a contractor that have been converted to an APS
position include, but are not limited to: a medical practitioner with work health and safety
expertise, finance analysts, ICT analysts, project managers and scientific support.

Contractor positions that were part of a larger outsourcing or service-provision initiative were
excluded from conversion as the terms of the contract would preclude this activity.

Defence constantly needs to be able to respond to a fast-moving and changing labour market
environment. Changing the integrated workforce mix has enabled Defence to deliver a cost-
effective, flexible and adaptable workforce. In addition, non-financial benefits have included: a
better corporate memory, expanded career paths for ongoing employees, better compliance with
legislation and employment agreements where the role has supervisory duties, and a better
understanding of the ongoing business needs of the organisation.
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Q13: Army Reserves Training
Senator Macdonald asked on 15 March 2013 Hansard page 32.

Perhaps on notice you could tell me how you have costed the $46 million insofar as it involves
reduction in frequency of training. What | am really looking for is: how many hours, how many
days, how many whatever, in the frequency of training, and what contribution that makes to the
$46.7 million you say you are going to save?

Response:

The $46.7m in Reserves Reform Stream savings is attributable to:
o areduced demand for Reservists to undertake civil assistance and relief roles over 2011-
12; and

e areduction in training costs, due to an increase in full-time ADF personnel joining the
Reserves on separation.

Quantifying this information in terms of hours and days saved would be an unreasonable
diversion of resources.
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Q14: Base Services Contracts Retendering Process
Senator MacDonald asked on Friday 15 March 2013, Hansard page 33:
Out of those 22 contractors that you have, how many employees do they have? | would like a breakdown
of their employment status; whether they are permanent, full-time, part-time or casual; the numbers of
those; and a list of those contractors.
Response:
(1)  The 21' contracts are delivered by five companies, who use a variety of staffing
mechanisms, including full time, part time and casual staff and sub-contractors to deliver on base

services.

As at February 2013, the staffing numbers for each company is as follows.

Eontractor Staffing Numbers
| Serco Sedexho Defence Services (SSDS) | 2229
| Transfield Services 2755
[jpotless Group 2481
Eurest Support Services (ESS) 931
Brookfield Multiplex Services (BMS) 969

A breakdown of the employment status of contractor employees and sub-contractors who have
regular presence at Defence sites is not available.

! The number of contracts is 21 rather than 22. This has been formally corrected in a letter to the Chair
of the Committee.

! The number of contracts is 21 rather than 22. This has been formally corrected in a letter to the Chair of the
Committee.
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Q16: Operation SLIPPER (Afghanistan) Budget.
Senator Furner asked on Friday 15 March 2013, Hansard page 33.

Also in [Operation] SLIPPER, there was a slippage in the budget. | would like some explanation
of the nature of that particular slippage.

Response:

The 2011-12 Budget initially provided $1,221.8 million for the continuation of Operation
SLIPPER (Afghanistan) in 2011-12. The Government provided a further $2.2 million at
Additional Estimates to enhance detainee management in Afghanistan taking the 2011-12
Revised Estimate to $1,224.0 million.

Actual expenditure on Operation SLIPPER in 2011-12 was $157.3 million less than the revised
budget mainly due to delays in facilities projects, delays in the implementation of the logistics
and base support services contracts, lower than anticipated strategic lift requirements due to
savings associated with contracted helicopter support, and lower than anticipated costs against
sustainment and remediation of equipment.
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Q17: Major Capital Facilities Program
Senator Mark Furner asked on Friday, 15 March 2013. Hansard page 33:

Lastly, going back to my question on weather and involvement in natural disasters, on the Major
Capital Facilities Program, what bearing have weather conditions affected that particular
program? Can you explain how that may have been an issue, and which particular projects were
affected as a result of that?

Response:

Construction delays can be experienced due to seasonal weather. These delays are accounted for
in the project’s construction programming process by allowing a number of days for bad weather
based on historical weather data at the project location. If substantial delays beyond the
programming allowance for wet weather are experienced, construction contractors will make best
endeavours to catch up any lost days within the remaining construction schedule.

(a) The following projects have sustained extension of time program delays due to recent
weather events without incurring additional cost:

(i) Enhanced Land Force Stage 2 — Greenbank Training Area, Queensland
(ii) Enhanced Land Force Stage 2 — Canungra Training Area, Queensland
(iii) Enhanced Land Force Stage 2B — Gallipoli Barracks, Queensland

(iv) The Australian Defence Force Academy Redevelopment, Canberra

(b) At RAAF Base Amberley, Queensland, an extraordinary rain event in early 2013 delayed
the Major Capital Facilities Program for the RAAF Base Amberley Redevelopment Stage 3
projects. The front entrance precinct works were designed to be above the 100 year flood
level, but the localised flood of January 2013 exceeded this level. The program has slipped
by eight weeks and costs are yet to be finalised.
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Q18: Defence Budget
Senator Ian Macdonald asked on Friday, 15 March 2013, Hansard page 35.

In 11 and 12, can you point me in the report to what the Defence Force, both operational and
across the board, paid for carbon tax and what you would hope to do with the savings, should the
carbon tax go. Forget the last bit, but [ am interested in what exactly was paid by Defence, both
specifically uniformed people and the department as a whole.

Response:

Based on the Department of Treasury Modelling a Carbon Price that forecasts increases in prices
of 0.7% as a result of the carbon tax, Defence estimates that in 2012-13 the impact would be in
the order of $80.4m.
(1) Defence has forecast the impact on its cost base by using the following method:
Total Defence Operating Funding of $24.8b (PBS 2012-13, Page 99, Table 60)
Less Employees of $9.8b (PBS 2012-2013, Page 99, Table 60)
Less Budget spent overseas of $3.5b (FOREX volume in AUD used for PBS 2012-13)
Times 0.7% (As per Treasury model)
Equals Tax effect of $80.4m
(2) The impact of the carbon tax upon the cost of electricity and natural gas consumed by

Defence is estimated at 13.9% of the $153.2m budget. This has been calculated based
on forecast consumption using the following method:

Electricity: 982,850 MWh x 0.9 (Carbon Intensity) x $23 = $20.345m
Natural Gas: 614.443 Gj x 0.07 (Carbon Intensity) x $23 = $0.989m
Total carbon cost: $21.334m (representing 13.9% of the $153.2m budget)

This accounts for approximately $21.334m of the estimated $80.4m tax effect.



Joint Standing Committee on Foreign Affairs, Defence and Trade
QUESTIONS ON NOTICE - COMMITTEES

JSCFADT DEFENCE SUB-COMMITTEE - REVIEW OF 2011-2012 DEFENCE
ANNUAL REPORT (DAR) - 15 MARCH 2013

Q21: ADF Indigenous Personnel Policy
Ms Brodtmann asked on 15 March 2013, Hansard page 42:

It was an idea that was floated when the [Reconciliation Action Plan] first came into being, but it
would be good to get a sense of whether it is working and whether people are taking advantage of
it. One of the challenges for those ADF personnel, particularly those who were on ships, was
how to deal with that. I understand that you were trying to accommodate their needs, but there
was a challenge there, and I would be interested in getting an update on how all that is working.

Response:

Defence provides a range of conditions of service to support the individual's personal
circumstances. Each of the Services also has the flexibility to provide additional support where
an individual's circumstances warrant it. For Defence Australian Public Service (APS)
employees, the enterprise agreement includes 'traditional kinship' in the definition of immediate
family to recognise that there is a relationship or obligation under the customs and traditions of
the community to which an employee belongs. In that way the employee can access a range of
existing leave types to attend a 'family’ event, including for example carers, bereavement and
compassionate leave. While these leave types would not normally cover 'extended’ periods, there
is also the flexibility to grant additional leave with or without pay in other circumstances.



Joint Standing Committee on Foreign Affairs, Defence and Trade
QUESTIONS ON NOTICE - COMMITTEES

JSCFADT DEFENCE SUB-COMMITTEE - REVIEW OF 2011-2012 DEFENCE
ANNUAL REPORT (DAR) — 15 MARCH 2013

Q22: ADF Indigenous Policy
Ms Brodtmann asked on 15 March 2013:

Also, on the Indigenous area, I did get a commitment from the department that whenever there
was an event coming, whether it was being held on one of the bases or at Russell, there would be
a welcome to country, because it was not necessarily the case for all events. So [ would be
interested in getting an update on how that was being rolled out... ... and whether there has been
an edict issued on that... ... Great. Is it just for major events or is it other events?... ...Have you
put a policy out?... ...Okay. Could I get a copy of that, please?

Response:
Yes. The guidance on Welcome to Country messages at Defence events is set out in the Defence

Indigenous Handbook: For Commanders, Managers and Supervisors. A copy of the Handbook is
attached.
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Joint Standing Commiittee on Foreign Affairs, Defence and Trade
QUESTIONS ON NOTICE - COMMITTEES
Review of the Defence Annual Report 2011-2012 — 15 March 2013
Q23: Civilisation of the Australian Defence Force (ADF)
Senator Macdonald asked on Friday 15 March 2013, Hansard page 44:

(a) Can you explain to me what civilianisation of ADF to Australian Public Service (APS)
positions means in the third dot point in that $155 million savings component of workforce and
shared services? What are we going to civilianise of the ADF to APS positions? How is that
saving us money?

(b) Just so I can understand, could you give me a couple of, hopefully, fair and representative
examples of the cost of a different level of a uniformed person doing a job that it is said can be
more cheaply done by someone of, I assume, a similar 'rank' in the public service. Where do the
savings come in?

(c) Again, I do not want you to take years to get them, but if you could perhaps just get me a few
cost examples of something a civilian is now doing that used to be done by a uniformed person.
Does that take into account what you do with the displaced uniformed person, who now does not
have that job? What do you do with them, pension them off?

Response:

(@) Inthe Defence Budget Audit conducted in 2008, McKinsey and Co (McKinsey) identified
that there were a large number of administrative support roles undertaken by members of the
ADF that could be equally undertaken by an APS employee without negatively impacting on
capability.

Further analysis in 2009 identified approximately 700 positions that could be civilianised in
accordance with the McKinsey proposition, noting that administrative support positions still
needed to be retained for a number of reasons including career pathing for ADF members,
ceremonial duties, representational duties, respite and compassionate postings.

The savings identified during the analysis and planning phase in 2009 were based on the Defence
Finance Costing Manual, known as FINMAN 4.

(b) 1In2009, FINMAN 4 provided average costings by rank and APS level and includes salary,
accrued costs, variable on-costs and fixed on-costs. To determine the savings potential Defence
used the difference between salary, accrued costs and variable on-costs. Accrued costs are
primarily superannuation, but include a small component to cover annual leave and long service
leave. Variable on-costs cover a wide range of items but notably include allowances, housing,
education and training and ICT support. Fixed on-costs, which include items such as buildings,
utility costs and security were not used as no civilianisation actions resulted in the complete
closure of a Defence facility. Based on the difference between the cost of an ADF member and
an APS employee, a savings target was established, phased over the 10 years from 2009-10 to
2018-19.



Each year’s savings incorporated the savings gained through the civilianisations in that year
added to cumulative savings from previous years.

The civilianisation program covered a wide range of non-operational roles. Two such roles were
a pay clerk in Defence’s integrated pay team and an administrative role providing secretariat
support to senior committees.

(c) In the case of pay clerks, in 2009, FINMAN 4 costed a sergeant as follows: $61,843 pay,
$22,885 accrued costs and $55,195 for variable on-costs giving a total annual cost of $139,924.
The equivalent position in the APS is an APS3. The 2009 FINMAN 4 costed an APS3 as
follows: $53,239 pay, $9,892 accrued costs and $7,907 for variable on-costs, giving a total annual
cost of $71,037. In this case, civilianising the position saves $68,887 annually.

In the case of the secretariat role, in 2009 FINMAN 4 costed a Major as follows: $93,395 pay,
$32,802 accrued costs, $57,183 variable on-costs, giving a total annual cost of $183,380. The
equivalent position in the APS is an APS6. In 2009, FINMAN 4 costed an APS6 as follows:
$74,564 pay, $13,854 accrued costs and $7,907 variable on-costs, giving an annual cost of
$96,325. In this case, civilianising the position saves $87,055.

In implementing the program the three Services worked with Groups to identify suitable positions
to civilianise, noting that not all positions would be civilianised for reasons stated previously.

As part of the implementation design, ADF members that occupied a position that was identified
for civilianisation were offered the opportunity to leave the ADF and transfer with the position
into the APS. This was entirely voluntary with ADF members individually assessing their
work/life stage and making decisions accordingly. Approximately 20 per cent of the ADF
members in civilianised positions chose to transfer with the position.

Where an ADF member chose not to transfer with a position they were posted to a new position,
in accordance with their career management plan. In some cases voluntary redundancies were
also offered. Once a position had been civilianised and the ADF member posted, workforce
rebalancing to reach new guidance was achieved mainly through natural attrition.



Joint Standing Commiittee on Foreign Affairs, Defence and Trade
QUESTIONS ON NOTICE - COMMITTEES

Review 2011-2012 Defence Annual Report — 15 March 2013

Q26: Navy Workforce
Senator Mark Furner asked on 15 March 2013 Hansard page 53.

Does the up-skilling of the naval technical workforce mean that someone at a particular rank, as a
result of that up-skilling, moves up to a higher rank? Is that part of the process as well?

Response:

No. A sailor generally does not move up to a higher rank solely as a result of up-skilling. While
up-skilling enhances a sailor's employability and potential for promotion, promotion is dependent
upon the Service requirement for additional sailors at the next rank (from among the cohort of
sailors who have attained requisite skills for promotion), together with suitable experience,
demonstrated performance, behaviour and leadership ability. The sailor must also be prepared to
serve in the position for which promotion is required.



Joint Standing Committee on Foreign Affairs, Defence and Trade
QUESTIONS ON NOTICE - COMMITTEES

Review of 2011-2012 Defence Annual Report (DAR) — 15 March 2013

Q27: Defence Women’s Strategy / Part-Time Work Arrangements
Ms Brodtmann asked on 15 March 2013:

1) How are you progressing in providing greater flexibility for women and men
in the ADF? Has there been any progress on that front and what percentage now of
ADF employees work part-time?

2) Could you give me an idea about where the part-time jobs are in terms of
Russell et cetera?

Response:

(H) Defence’s progress on providing greater flexibility for men and women in the
ADF has been actively pursued in the past twelve months. The release of Ms
Broderick’s Review into the Treatment of Women in the ADF Phase 2 Report in
August 2012 has provided a catalyst to reinforce and expand the strategies already in
place. The current policy relating to flexible employment is under review in order to:

(a) broaden the parameters and reaffirm Defence’s commitment to flexible
employment, reinforcing full-time and part-time flexible employment
options, as well as part-time options;

(b) establish targets for flexible employment for each Service, in line with
Recommendation 13 of the Broderick Review (Phase 2); and

(c) develop strategies within the current workforce management systems to
collect data on access and uptake of flexible employment, which will be
reported annually in the ‘Women in the ADF' report, in accordance with
Recommendation 3 of the Broderick Review (Phase 2).

Part-time employment for permanent members of the ADF is currently facilitated
through the use of Part-Time Leave Without Pay. As at 8 March 2013, there were 276
permanent ADF members on approved Part-Time Leave without Pay (PT LWOP).
This equates to 0.49 per cent of the permanent ADF.

2) ADF positions are not formally designated as being specifically part-time or
full-time. Decisions to approve part-time filling of positions are made on a case by
case basis under the broad policy context that:



(a) ADF personnel are entitled to access part-time work on return from
Maternity or Paternity leave for a period of up to two years, this includes
adoptive parents; and

(b) ADF personnel are not limited by location to access part-time or full-time
flexible employment.

As such, ADF positions in Russell and ADF bases/establishments are treated no
differently.

The 276 ADF members currently on PT LWOP are at various locations across the
country, including Cairns, Canberra, Darwin, Edinburgh, Enoggera, Ipswich,
Richmond, Sydney, Townsville and Williamtown (which account for approximately
79 per cent of the total). The remainder are located at other various metropolitan and
regional centres.



