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Foreword

The Review of the Defence Annual report 2013-14 is the second undertaken by the
Defence Sub-Committee in the 44th Parliament. Reviews of Defence annual
reports, which the Committee has undertaken annually in successive Parliaments
since 2002, is an oversight activity that the Committee considers to be a key part of
its role.

The Committee resolved to focus on five main areas for its Review of the Defence
Annual report 2013-14:

» First Principles Review;

m Personnel matters;

m Mental Health;

m Capability Development and Major Projects; and
m Defence Support.

During the period of July 2013 - June 2014, the Australian Defence Force (ADF)
was involved in three whole-of government operations - Operation Sovereign
Borders, Operation Southern Indian Ocean and Operation Bring Them Home. The
ADF also completed two operations - Operation NSW Bushfire and Operation
Philippines Assist. The Department of Defence has also commenced major
organisational change with the release of the First Principles Review, the abolition
of the Defence Materiel Organisation and creation of the new Capability
Acquisition and Sustainment Group.

The Committee considered the status of First Principles Review and the role of the
Oversight Board throughout the implementation process. The Committee looked
at reporting and transparency of performance, an issue that was raised in the
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Review of the Defence Annual report 2012-13. For example, the Committee was
disappointed to note the lack of information publically available on the Joint Strike
Fighter program and the lack of transparency in reporting on this program.

Personnel matters were a major element of the Committee’s review including
Defence’s critical categories of employment, Project Suakin and Reserve Policy,
recruitment and employment of women, cultural reform, and military justice.
Although the Committee was pleased with the reduction of critical categories of
employment, it became apparent that more work needs to be done with
recruitment programs to attract the necessary talent to the services. Retention in
the services is also an area of concern, and measures such as rewarding experience
gained outside of Defence need to continue. Tied to this is the implementation of
Project Suakin, which the Committee recognises will play a large part in retaining
personnel by increasing flexibility to service members.

Mental health issues were examined including identification of mental resilience
at the recruitment stage, the culture towards mental health in the ADF, and work
being done with personnel transitioning out of the Services. The Committee
appreciates the work being done by Defence and the Department of Veterans’
Affairs, and acknowledges the importance of collaboration between the two
departments in addressing mental health conditions within the ADF. The
Committee also notes improvements in the culture around mental health in the
ADF, but believes that a positive attitude towards these issues needs to be fostered
in middle leadership and passed down the lower ranks.

In examining capability development, the Committee notes the positive
developments in the practice of using whole-of-life contracts with a five year
review cycle or opt-out point. The Committee also notes the importance of the
new Pacific Maritime Security Program for Australian industry and expects
Defence to maximise domestic industry involvement, while involving an
integrated approach that addresses the shortcomings of the original Pacific Patrol
Boat Program. The implementation of First Principles Review is likely to impact
on major projects’ processes, for example adopting a ‘smart buyer’ model in the
tendering stage.

The Committee is concerned about the amount of unfunded liabilities in Defence
estate and infrastructure, and believes Defence should report the amount of the
liability, how it has been created and where it exists. Although the Committee
acknowledges Defence’s efforts on fuel farms, the Committee believes current



reporting to be inadequate and better reporting should be undertaken on the
progress of remediation and fuel management.

The Committee is pleased with the improvements to Defence Housing and the
quality of housing options available to ADF families.

The Committee acknowledges the dedication and commitment of the men and
women of the ADF and commends them on the outstanding service they provide
to the nation. The Committee also acknowledges the work of the Australian Public
Service in supporting ADF personnel on operations. Finally, the Committee
expresses it thanks for the support given by family and friends of those personnel
deployed and to those engaged in support of operations.

Senator David Fawcett
Chair
Defence Sub-Committee
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Terms of reference

Pursuant to paragraph two of its resolution of appointment, the Joint Standing
Committee on Foreign Affairs, Defence and Trade is empowered to consider and
report on the annual reports of government agencies, in accordance with a
schedule presented by the Speaker of the House of Representatives.!

The Speaker’s schedule lists annual reports from agencies within the Defence and
Foreign Affairs portfolios as being available for review by the Committee.?

On 3 December 2014, the Joint Standing Committee on Foreign Affairs, Defence
and Trade authorised the Defence Sub-Committee to review the Department of
Defence Annual Report 2013-14.

1 Joint Standing Committee on Foreign Affairs, Defence and Trade, ‘Resolution of
Appointment’. House of Representatives Votes and Proceedings No. 7, 21 November 2013,
p. 115.

2 Parliament of Australia, 44t Parliament Speaker’s Schedule: Allocation to Committees of Annual
Reports of Government Departments and Agencies, p. 21.
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DVA
FPR
FSR
GAO
ICT
I0C
ISAF
ISIL
V&V
JSF
KPI
LASER
LIA
LNG
NATO
OBAS
OEM
PAO
PFI
PGPA

PPP

Director, Operational Test and Evaluation (United States)
Defence Science and Technology Group (formerly DSTO)
Defence Science and Technology Organisation
Department of Veterans” Affairs

First Principles Review

Force Structure Review

Government Accountability Office (United States)
Information and communications technology

Initial Operational Capability

International Security Assistance Force

Islamic State of Iraq and the Levant

Independent Verification and Validation

Lockheed Martin F-35 Joint Strike Fighter

Key Performance Indicator
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List of recommendations

3 Personnel matters

Recommendation 1

The Committee recommends that the Jobs Families Project be further
developed to incorporate accurate assessments of both qualifications and
experience that are required for a given role. The Committee further
recommends that, in its implementation of the First Principles Review,
the Department of Defence develop its strategic planning and
appointment process to ensure employees have task-specific competence
for their role, and that opportunities are actively created for personnel to
obtain this relevant experience.

Recommendation 2

The Committee recommends that the Department of Defence collate and
periodically publish figures on the effect of Project Suakin, including
statistics on:

B The breakdown of personnel in each service category;
B ADEF critical categories;

B Re-engagement by service and sector including assessment of
industry skills captured; and

B Quantification of the benefits of personnel retention.
Recommendation 3

The Committee recommends that the Department of Defence develop
more innovative ways to recruit, especially in the science, technology and
engineering fields. The Committee further recommends that the
Department, together with the Service Chiefs, utilise the following
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initiatives to better attract people with science, engineering and technical
skills:

B Engagement with secondary schools at the year 10 level such as
visits, placements and work experience;

B The ADF Gap Year; and
B Defence University Sponsorship.
Recommendation 4

The Committee recommends that, whilst maintaining physical standards,
the Department of Defence ensure the standards are fit for purpose and
exercise flexibility on a case-by-case basis.

4 Mental health and wellbeing
Recommendation 5

The Committee recommends that the Departments of Defence and
Veterans’ Affairs report the progress and results of their mental health
programs, including the LASER-Resilience Study.

Recommendation 6

The Committee recommends that the Department of Defence develop
methods to collect and collate data on the On Base Advisory Service to
measure its effectiveness.

5 Capability development and major projects
Recommendation 7

The Committee recommends the reporting to Parliament on the Joint
Strike Fighter program be more comprehensive and equivalent to that
made available to the US Congress.

6 Defence support
Recommendation 8

The Committee recommends that, to aid transparency and accuracy, the
Department of Defence record and periodically report the quantum of
unfunded liabilities held by Defence, including:

B Where the unfunded liability occurred;
B How the unfunded liabilities were created; and, where relevant
B Factors and decisions that led to funding being reallocated.

The Committee does not expect this reporting to form part of Defence’s
annual financial statements.
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Recommendation 9

The Committee recommends that the Defence Annual Reports include
appropriately detailed information on the Fuel Services Branch, in
particular the progress of fuel farm remediation and remaining work to
be done. The Committee further recommends that the Department of
Defence actively explore options to engage and collaborate with industry
on fuel management and security.

Recommendation 10

The Committee recommends that the Department of Defence, in
partnership with Defence Housing Australia, prepare an effective
consultation and communication framework with the community for use
in ongoing and future redevelopments.
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