J\\ AUSTRALIA Mg
TOMNNNNN s s T
LI TATNNNNS

s,

COMMONWEALTH OF AUSTRALIA

Officia Committee Hansard

JOINT COMMITTEE OF PUBLIC ACCOUNTS AND AUDIT

Reference: Coastwatch

FRIDAY, 18 AUGUST 2000

CANBERRA

BY AUTHORITY OF THE PARLIAMENT



INTERNET

The Proof and Official Hansard transcripts of Senate committee hearings,
some House of Representatives committee hearings and some joint com-
mittee hearings are available on the Internet. Some House of Representa-
tives committees and some joint committees make available only Official
Hansard transcripts.

The Internet addressis: http://www.aph.gov.au/hansar d
To search the parliamentary database, go to: http://sear ch.aph.gov.au







JOINT COMMITTEE OF PUBLIC ACCOUNTSAND AUDIT
Friday, 18 August 2000

Members: Mr Charles (Chair), Mr Cox (Deputy Chair), Senators Coonan, Faulkner, Gibson, Hogg, Murray
and Watson and Mr Andrews, Mr Georgiou, Ms Gillard, Mr Lindsay, Mr & Clair, Mr Somlyay, Mr Tanner
and Mr Thomson

Senators and members in attendance: Senators Gibson, Hogg and Watson and Mr Charles, Mr Cox and
Mr & Clair.

Termsof referencefor theinquiry:
To inquire into and report on:
¢ therole and expectations (both public and government) of Coastwatch;
¢ the relationship of Coastwatch, as ‘service provider’, and its client agencies, as ‘service purchasers’;
« the effectiveness of Coastwatch’s allocation of resources to its tasks;
¢ new technologies which might improve the performance of Coastwatch;
¢ the adequacy of existing or proposed legislation which underpins Coastwatch’s functions;
« whether an Australian Coastguard should be created to take over Coastwatch’s functions; and
¢ any other issues raised Budit Report 38, 1999—-200C0astwatch—Australian Customs Service

WITNESSES
BEHM, Mr Allan John, Head, Strategy and Ministerial Services Division, Department of
CAHILL, Mr John Anthony, National Manager, Border M anagement Program, Australian
Quarantine and [NSPECLION SN VICE......uuueiiiriieeee ettt sttt s e st e e s s besae e seesesbe s e e enees 65

CASAGRANDE, Group Captain Enrico Ermanno, Director, Operations and I nternational L aw,
DePar tMENt Of DEfENCE. ... et sttt ae bt e e aesbe st e ee e eaesbesae e enennes 40

CRANE, Commodore Russell Harry, Director General, I ntelligence, Surveillance,
Reconnaissance and Electronic Warfare, Department of Defence.........cccvecevievvieccevesc e 40

DUNDAS, MsKaren, Assistant Director, Unauthorised Arrivals, Department of Immigration
=T (o Y RO o0 U= N i = T SRR RSRRR 54

GANNON, MsHelen, Manager, Seaports Program, Australian Quarantine and I nspection
GATELY, Commodore, Warwick McL ean, Director General, Joint Operations and Plans,
Strategic Command Division, Department Of DEfENCE.........cccvererriecereere e 40

GODWIN, MsPnhilippa, First Assistant Secretary, Border Control and Compliance, Department
of Immigration and MUltICUITUr @l AffairS.......coeeeiiiees et 54

HANSEN, Mr Jonathan Christopher, Performance Analyst, Performance Audit Services Group,
Australian National AUt OFfiCE ......c.uii it et sb e e e 2

HOLMES, Mr Mark Edward, Manager, National | ntelligence Assessments, Australian Bureau
Of CrimiNal INTEIIGENCE. .....ui ettt st et be s be st e se st e e aesbeseeneesesbesteennennens 2

HUGHES, Mr Andrew Charles, Acting General Manager, National Operations, Australian
L= o (< = | o 1Yo TSP 71



JOHNSON, Mr Keith Reginald, Superintendent, National Marine Unit, Australian Customs
MARSDEN-SMEDLEY, MrsChristine Joy, Director, Coastwatch Resources, Australian

CUSLOMS SENVICE ...ttt sttt sttt et et st e et et e s te st e e te et e seebeeaeeae e sesbeeaeeseessesaeeaeensenbesbeeseensesseeseensensesreennenean
MASON, Mr Douglas Henry (Lofty) (Private CapaCITY) .......ccceiererereereereseneeeeseeseeseseeseeseesresseseessessessnens

McCOURT, Commander David Llewelyn, Staff Officer Grade One, Current Operations,
Northern Command, Department of DEFENCE..........c.ecieiiiicecccec e re e

McINTOSH, Commander Mark James, Surveillance Coor dination, Headquarters Australian
Theatre, Department Of DEfENCE........c.coiv it sre e e e e aeeneeneenes

McPHEE, Mr lan, Deputy Auditor-General, Australian National Audit Office........ccccovevvviiicceiecnene

METCALFE, Mr Andrew, Deputy Secretary, Department of Immigration and Multicultural
Y £ =T TSP SO SUR PP

MOFFITT, Commodore Rowan Carlisle, Director General, Navy Capability, Performance and
Plans, Royal Australian Navy, Department Of DEfENCE.........ccuveiriiirerereree e

MURPHY, Mr Robert Alan, Manager, Border Surveillance Programs, Australian Quarantine
AN INSPECLTION SEIVICE .. titiuieiiriesieeee st s ettt et e st et et esbeste e e sesbe s e e s e sesbesbessesesbessaneenessestansenensens

PALMER, Mr Michael John, Commissioner, Australian Federal PoliCe..........ccoovveveeieeeieceeeccie e

ROBERTS, Group Captain Geoffrey James, Director, Battlespace M anagement (Aerospace) Air
Force, Air Force Headquarters, Department Of DEfENCE.........ccocvivieererine e

SHALDERS, Rear Admiral Russell Edward, Director General, Coastwatch, Australian Customs

STONE, Mr Rodney John, Director, Coastwatch Operations, Australian Customs Service.........cccev.....

VARDOS, Mr Peter, Assistant Secretary, Unauthorised Arrivals and Detention, Department of
Immigration and MUItICUITUF @l ATFaITS.......cvceererecieere e e e e sneeneeneens

WARD, Dr Bruce Donald, Chief, Surveillance Systems Division, Department of Defence............cce.......

WARNER, Commander Robin Margaret, Acting Director, Operations and International Law
Strategic Command, Department Of DEfENCE ......o..ci i

WHITE, Mr Peter Frank, Executive Director, Performance Audit Services Group, Australian
N E= Ao g F= I U (o [ A o= S S

WOODWARD, Mr Lionel Barrie, Chief Executive Officer, Australian Customs Service ........coeeeeveunene.






Friday, 18 August 2000 JOINT PA1

Committee met at 9.30 a.m.

CHAIRMAN—I declare open the Joint Committee on Public Accounts and Audit. The
committee will now take evidence as provided for by the Public Accounts and Audit Act 1951
for its review of Coastwatch. | welcome everyone here this morning. | also welcome those who
are reviewing proceedings via the Internet. This is the first in a series of hearings which will
examine Coastwatch and its relationship with its client agencies, the Australian Defence Force
and Coastwatch contractors. Further hearings will be held in Canberra in September and in
Melbourne and Brisbane in October.

Besides hearing evidence on Coastwatch and Customs, the committee will be talking to the
Australian National Audit Office, which recently conducted a performance audit of Coastwatch.
The committee will then take evidence from Mr Lofty Mason, a former Coastwatch contracts
manager, and the Department of Defence, which makes available significant resources for
Coastwatch operations. This afternoon Coastwatch’s major clients will appear: the Department
of Immigration and Multicultural Affairs, the Australian Quarantine and Inspection Service and
the Australian Federal Police. At a later public hearing other Coastwatch clients will give
evidence, as well as Coastwatch contractors, potential suppliers of high-tech hardware and
surveillance systems and members of the public.

The committee has inspected the Coastwatch National Surveillance Centre, which has been
created following the recent allocation of significant additional resources. Other resources
include the purchase of additional aircraft through DIMAs budget. The committee will be keen
to discover whether these additional resources, together with the managerial improvement
suggested by the ANAO, have enhanced Coastwatch’s ability to detect and apprehend those
entering Australian waters with illegal intent. These illegal activities include people smuggling,
drug trafficking and illegal fishing.

Coastwatch is a subprogram of the Australian Customs Service, but Customs is also one of its
clients. The committee will be testing, with other Coastwatch clients who are appearing, how
efficiently Coastwatch coordinates the resources it can call upon to meet its competing
demands. Coastwatch can call upon Customs assets such as its new Bay class patrol boats and
also on important Defence assets such as the Fremantle class patrol boats and a fleet of P3-C
Orion surveillance aircraft. In addition, Coastwatch contractors provide a significant number of
aircraft which undertake routine air surveillance patrols and respond to incidents. A point at
issue is whether these arrangements should remain or whether these or equivalent assets,
together with their logistical support, should form a separate coastguard organisation.

Before swearing in the witnesses, | refer members of the media who may be present at this
hearing to a committee statement about the broadcasting of proceedings. In particular, | draw
the media’s attention to the need to fairly and accurately report the proceedings of the
committee. Copies of the statement are available from the secretariat staff present at this
hearing.

| now welcome the Deputy Auditor-General and representatives of the Australian National
Audit Office and the representative of the Australian Bureau of Criminal Investigation to
today’s hearing. Would the witnesses please stand and be sworn or make an affirmation.
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[9.37 am.]

HANSEN, Mr Jonathan Christopher, Performance Analyst, Performance Audit Services
Group, Australian National Audit Office

McPHEE, Mr lan, Deputy Auditor-General, Australian National Audit Office

WHITE, Mr Peter Frank, Executive Director, Performance Audit Services Group,
Australian National Audit Office

HOLMES, Mr Mark Edward, Manager, National Intelligence Assessments, Australian
Bureau of Criminal Intelligence

CHAIRMAN—Thank you, gentlemen. We have received and read your submission, for
which we thank you, and we have of course read your audit report, which led us to this
expanded parliamentary inquiry into the issue on which you reported. Would you have a brief
opening statement, Mr McPhee?

Mr McPhee—Thank you, Mr Chairman. If you agree, we would be happy to have our
opening statement incorporatedHansard and just make a few brief introductory comments.

CHAIRMAN—Is it the wish of the committee that the submission be incorporated in the
transcript of evidence? There being no objection, it is so ordered.

The submission read as follows—

PUBLICACCOUNTSAND AUDIT






PA 6 JOINT Friday, 18 August 2000

Mr McPhee—We acknowledge that Coastwatch operates in a difficult and demanding
environment. Given the extent of Australia’s coastline and resources availability, it is
impractical to expect Coastwatch to cover and provide continuous surveillance and response
resources for all the coastline and offshore maritime area for which it is responsible. The
successful delivery of Coastwatch services depends on effective coordination between
Coastwatch and its key client agencies, sound intelligence risk management procedures for the
tasking of Coastwatch resources, clear lines of reporting and effective support systems for
management of operations for greater effectiveness. The additional funding and successful
implementation of the recommendations of the Prime Minister's Coastal Surveillance Task
Force that you referred to, Mr Chairman, provide Coastwatch with an opportunity to strengthen
its capabilities, particularly in relation to proactive gathering and analysis of intelligence.

Notwithstanding recent initiatives, the ANAO found significant scope for Coastwatch to
improve its administration and, therefore, its cost effectiveness in a number of areas, namely: in
operational arrangements via the memoranda of understanding with its key clients; in the
effective deployment of its assets over an extensive geographic area of operations; in assessing
its overall performance via a more comprehensive set of performance indicators and related
information; and in increased external disclosure of Coastwatch performance information and
an improved focus on its administration of the required outputs and outcomes. Our audit report
made 15 recommendations aimed at improving Coastwatch’s administration. The ACS and
Coastwatch agreed with all of the ANAO recommendations subject to qualification.

As a final point—and as | indicated above—I would highlight the crucial role of Coastwatch
key client agencies in relation to Coastwatch operations. Coastwatch’s success is dependent on
the cooperation of key client agencies to deliver its outputs and outcomes, and the corporate
governance arrangements for Coastwatch must recognise this. Furthermore, | might add that, in
some areas, our recommended improvements in Coastwatch’s administration are heavily
dependent upon the full cooperation of Coastwatch’s key client agencies, and this has not
always been apparent in the past. Thank you, Mr Chairman. | just mention that | am joined here
by the team that undertook the Coastwatch audit, and we are happy to respond to your
guestions.

CHAIRMAN—Thank you, Mr McPhee. As | read the audit report, it seems to me that, as a
generality, one of the things that you have said is that perhaps the organisation and the client
agencies would benefit from a better defined client-supplier relationship. Can you tell us how
you really think that is possible in an environment where Coastwatch itself is part of the client
agency of one of the major clients?

Mr Holmes—We believe that the client agencies of Coastwatch need to adopt a common risk
assessment methodology. For example, if one agency was to rate a Coastwatch target as a
priority and another agency had a competing target which they rated as low, there was no
mechanism at the time of the audit to assess—in terms of the Commonwealth interest—which
ones were actually low, medium and high. | believe that a lot of the changes that have happened
with the introduction of the National Surveillance Centre and the employment of analysts will
redress some of those factors, but as part of having a comprehensive memorandum of
understanding—especially with major clients—these sorts of matters should be able to be sorted
out.
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CHAIRMAN—REealistically, even if we had, as the United States does, a dedicated
coastguard operation which has most of its own assets in addition to military assets and is, in
effect, a military organisation—an arm of the defence force—would we have a better
delineation in terms of decision making as to which of the potential threats had the highest
priority?

Mr Holmes—There is a distinct policy question which was outside the scope of the audit on
the establishment of a coastguard which we did not address. But in terms of outcomes—and,
again, we did not do any international comparisons because we could not establish any other
service in the world that was similar to Coastwatch—what we did suggest was that Coastwatch
could look at establishing strategic partners with organisations such as the US coastguard and
benchmarking appropriately—against the coastguard or any other organisation—standards
which they wish to come to. In terms of coming to common risk assessments, | see that as a
matter of the training of people within Australian client agencies.

CHAIRMAN—I do not think that you have really answered the question. Let us do a
hypothetical then. If we have got a ship coming through the Torres Strait and it looks like it
might carry 50 people, and we have got a ship heading towards Ashmore Reef which looks like
it might carry 50 people, how on earth do you write down in a procedure manual which ship
Coastwatch goes after first?

Mr McPhee—Perhaps | could try to address the crux of the issue you are raising, and
perhaps Mark might be able to address the detail. | think, in this day and age, every agency has
to have a pretty good understanding of stakeholders and what the requirements are and what its
objectives are. Coastwatch has an extremely difficult task. It is dependent on agencies for
information, and it is dependent on other agencies for resources as well. So it has got an
extremely difficult coordination task and, within the current administrative structure, | think it is
recognised that the idea of having memoranda of understanding is a very pragmatic way of
trying to get resolution with key stakeholder groups as to the various roles and responsibilities.

At the time we did the audit | think Coastwatch had successfully negotiated three memoranda
of understanding, and there were seven outstanding, including some with key client agencies. |
guess, from our perspective, if you cannot get resolution of a memorandum of understanding,
you are not going to get, at an operational level, resolution of day-to-day issues. So within the
current administrative arrangements which the government has agreed to, | think the MOU
approach is sound and a way of trying to resolve issues and of getting a better understanding of
how priorities will be settled, how resources will be allocated and how agencies will share
information.

CHAIRMAN—BuUt you are asking for decision making not only within agencies but across
agencies on competing interests.

Mr McPhee—Indeed. As | say, it is a greater challenge for Coastwatch than probably any
other agency that | would be aware of, because they do not have total control over all the
resources.
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CHAIRMAN—Having said that, why do you strongly recommend, or discuss the potential
benefits of, allocating cost directly to the agency?

Mr Holmes—Mr Chairman, would you like me to answer your last question about the two
ships. Many reviews into Coastwatch, including our own, have come to the conclusion that
intelligence is one of the keys to successful interception of vessels that wish to breach the
Australian barrier. If you had one vessel coming towards Ashmore Reef and one coming
through the Torres Strait, hopefully intelligence would be telling us where these vessels had
originated from, the types of persons on them, their destinations and their contacts—those sorts
of things.

We would also have the analysts in Coastwatch examining the likely times of reaching the
Australian coastline and the interception times of Royal Australian Navy vessels or Bay class
vessels from Customs. Taking that whole scenario into account, we would then come to a risk
management decision on which vessel should be intercepted first and what resources should be
deployed against which target. It is only through the use of that sort of intelligence that
Coastwatch or any other organisation can have any hope of protecting a coastline the size of
Australia’s.

CHAIRMAN—How about this cost allocation bit? You go to pick up one of those vessels
and you want to assign the cost to the operation, but everybody has a stake—Immigration has a
stake, Customs has a stake and AQIS has a stake.

Mr Holmes—Can | take you back to your first premise of two vessels, Mr Chairman. It goes
back to tasking as well. If the analysts in the respective government agencies are using a
common risk assessment methodology so that they can have, for example, low, medium and
high ranking against targets, they can then bid for Coastwatch resources in a realistic manner. If
we have two or more ships approaching Australia from different areas and they are of concern
to different agencies, those agencies have a responsibility to provide to Coastwatch information
saying whether the priority is low, medium or high—one, two or three, or whatever sort of
grading system you wish to use. Coastwatch is then faced with the task—and many times they
are able to do it—of multi-tasking and saying, ‘We have a low priority mission from this client
and a higher priority from this one, but we can combine the two and multi-task.” | would
suggest that if there is a conflict and the Director-General of Coastwatch has to make the
ultimate decision on the allocation of resources, he would be far better guided if given a
common, prioritised response from the agencies on what the real threats to the Commonwealth
are.

CHAIRMAN—This is getting very hypothetical, but let us say one of the ships has got 50
illegals and it has also got the forward hold full of apples that are infested with fire blight. How
do we assign the cost? Do we assign the risks in retrospect?

Mr McPhee—We think there is value in Coastwatch knowing better where the costs fall.
And like any costing allocation system, you need to work through with your stakeholders a
sensible way of allocating costs. We put forward in the audit report a possibility, but we do not
say it is definitive. | guess the important thing from our point of view is that the stakeholders get
together and agree a sensible way to allocate costs, particularly as Mark said, where there is
some high priority tasking going on and some lower priority, just to understand how that could
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fall. As you would appreciate, without knowing anything about your costing base it is very
difficult to then take some strategic decisions in the long run.

Senator WAT SON—In relation to comments by Mr Holmes about benchmarking with the
United States Coastguard, | just have some worries about an attempt to get too close a
correlation because there are big differences in terms of Australia’s geography and isolation vis-
a-vis the density of population. If you are using that too closely as a benchmark—I think it can
be used in a generalised sense—I think we can come to some wrong conclusions about some
inefficiencies in Australia because, given the proximity of many of the Indonesian outer islands,
et cetera, we do have some other problems.

Mr Holmes—What we were suggesting in the report was that benchmarking should be
undertaken to establish better practice throughout the world. We stated also that Coastwatch
could look at both the private and public sectors, and one body that we gave as an example was
the United States Coastguard. In no way were we endorsing every action of the Coastguard as
better practice. | am quite sure Coastwatch will tell you themselves that they consider they do
some things at a world standard now, and that there are some areas which they can improve in.
We are just trying to establish these general benchmarks.

We see that finding strategic partners, both in Australia and overseas, can be beneficial to all
parties. During the course of the audit, for example, when we visited Headquarters Northern
Command in Darwin, we spoke to a US Coastguard officer who was on secondment at that time
to the Australian Defence Force and who was highly regarded both by the ADF and by
Coastwatch and was able to provide positive comments. We see that interaction as benefiting all
organisations.

Senator WAT SON—That is more than benchmarking, isn't it?

Mr Holmes—It is identifying better practice in other organisations, and once you have
identified that better practice, benchmark against it. It is not just in the management of ships, it
can also be in operational planning of flights. And if it is decided that there are elements in the
private sector that have an advantage there at the moment, | believe that Coastwatch should be
looking there as well. You seek out better practice where it is and benchmark against it.

CHAIRMAN—When you were doing the audit did you consider the potential merging of the
Coastwatch tasks and search and rescue in the Australian context?

Mr Holmes—No, we did not. That was outside of the scope of the audit.
CHAIRMAN—So you did not look at search and rescue at all?

Mr Holmes—No. When we had interviews with Coastwatch operational staff and with the
contractor we were informed that should Coastwatch planes be in the air, or Coastwatch assets
be in the vicinity when assistance is called for, that becomes the top priority and the rest of the
mission may have to be abandoned in order to do that. But in terms of any merger between a
body such as AMSA and Coastwatch, no, we did not examine that.
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Mr COX—Have you ever done any studies of the overlap between activities of Defence and
Search and Rescue?

Mr McPhee—No, Mr Cox.

CHAIRMAN—Are we all done? If the Australian Customs Service is here and ready to go,
we might as well move on. | expect we will have more questions to ask them, anyway.

Senator WAT SON—I want to raise the question of the cost effectiveness of charging out to
client departments. We certainly would be concerned about building up bureaucracies because,
at the end of the day, they are all basically federal departments. So it would be moving between
one department and another and, again, you can spend a lot of time trying to identify and justify
allocations.

Mr McPhee—Senator Watson, we did not go so far as to suggest charging of departments.
We were basically suggesting that Coastwatch understand better its costs and where they fall.
From memory, the Hudson inquiry back in the late eighties looked at user charging and
recommended against it. So | agree with you that there are some limitations with user charging
where you have got the one provider, basically, and it is dependent on the money coming back
to it. Under a user charging model, you tend to put the money out to the users, but Coastwatch
depends on that money coming back. If you put the money out and agencies have different
priorities, it could be the case that Coastwatch is short in terms of its fundamental core
responsibility. So there are some real issues and tensions with user charging in this sort of
environment, and | suspect that was why it was not pursued when it was considered back in the
late eighties.

Mr Holmes—Senator, we were also trying to help Coastwatch develop a mechanism as a
result of the Prime Minister’s task force and the additional resources that were allocated—and
specifically the two Dash 8 aircraft and the additional helicopter. Those resources are funded
through the Department of Immigration and Multicultural Affairs and principally have a role in
detecting vessels which are of concern to Immigration. Coastwatch has to have a mechanism of
accounting for those resources back to the department of immigration.

Senator WATSON—That is fair enough. That is a different issue, though, isn’t it?
CHAIRMAN—Thank you very much, gentlemen. We again appreciate your advice.

Mr M cPhee—Thank you.

PUBLICACCOUNTSAND AUDIT



Friday, 18 August 2000 JOINT PA 11

[9.59 am.]

JOHNSON, Mr Keth Reginald, Superintendent, National Marine Unit, Australian
Customs Service

MARSDEN-SMEDLEY, Mrs Christine Joy, Director, Coastwatch Resources, Australian
Customs Service

SHALDERS, Rear Admiral Russdl Edward, Director General, Coastwatch, Australian
Customs Service

STONE, Mr Rodney John, Director, Coastwatch Oper ations, Australian Customs Service
WOODWARD, Mr Liond Barrie, Chief Executive Officer, Australian Customs Service

CHAIRMAN—I welcome representatives of the Australian Customs Service appearing at
today’s inquiry. We have received and read with great interest your submission. We talked
privately yesterday with Coastwatch and Defence regarding potential new technology, so this
will be our first chance to put on the public record some of our questions. Mr Woodward, before
we start that, do you have a brief opening statement you would like to make?

Mr Woodward—No. You have our comprehensive submission, you have seen the
surveillance centre, you have had a briefing on technology and shortly you will actually be
seeing what Coastwatch is all about, so | will leave it to questions.

CHAIRMAN—May | say to you that, in the time that | have been with this committee, this
is the most popular inquiry that | think we have undertaken. We have more takers in terms of
members and senators that are members of JCPAA that want to appear on this sectional
committee than we have places. So it is an issue of great interest. In saying that, | do not mean
that we are here to attack you, either. It is just that the Australian public is interested—and so
are we—in how Australian funds are being utilised and where we are going with Coastwatch.

One of the things that came out of yesterday and is identified significantly in your report is
what ANAO perhaps inappropriately call ‘black flights’ and what you call ‘UAMs'—
unidentified aircraft movements. | would like to address this issue first. What can you tell us
about any efforts being made by Coastwatch and Defence to quantify, in the first instance,
unidentified aircraft movements?

RADM Shalders—Mr Chairman, | can talk to that point. There has been significant effort in
the past 12 months to attempt to quantify the extent of the problem. In particular, in recent
weeks, we have conducted an intensive exercise with Northern Command out of Darwin, which
| attended. That exercise was looking not only at the quantification of the problem but actual
procedural issues that might be used to resolve the problem if these flights are detected.

If 1 can step back a point and answer the specific question you have just asked, we did
conduct an exercise in the Kimberley Region some three months ago now. Over a specified
period of time we applied all the sensors that we possibly could to a certain area, including
people on the ground, to see what was flying, when it was flying, whether it was legitimate,
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whether it had filed a flight plan and whether we had sufficient information on all those flights.
That was conducted under the auspices of Commander Northern Command, with a Norforce
patrol using the Jindalee radar. The end result of that particular exercise was that the extent of
the problem was far less than we had originally anticipated. By that | mean that, over a two-
week period, al but one aircraft track was able to be tied down to a legitimate movement, either
by flight plan or by knowledge that we had from the launching site or whatever. Ultimately, that
one track was also checked out and it turned out to be a pastoralist who was investigating his
property. So that is atwo-week snapshot in a particular area.

In the past month—in fact in the past three weeks—we have done the same sort of activity
outside Darwin. We have taken advantage of a fleet concentration period, which is still
happening this week, with a number of air defence ships involved in that activity. We have
asked for Jindalee to be looking at that particular area. We have had a trial radar looking at the
same area. The trial is not yet complete, but the analysis of that trial will give us yet another
snapshot of that particular area over a longer period of time.

In historical terms, we have been working very closely with Northern Command to try and
develop an analysis over a longer period; that is, over a 10-year period, to go back over all the
air tracks that we can gather to investigate which of those tracks are not legitimate. The results
of that analysis are not yet complete, but, again, the indications are that the problem is far less
than what we had originally anticipated. The results of that analysis will be available when the
committee travels to Darwin, and | have asked Commander Northern Command to provide a
classified briefing to the committee when we are in Darwin.

CHAIRMAN—OKay, but that will be classified?
RADM Shalders—Yes, it will.

CHAIRMAN—Thank you for that, that is encouraging. But, Admiral, we still will have to
assume that there will be some unidentified aircraft movements that have the potential to raise a
threat either for quarantine purposes or for immigration purposes—drug smuggling, people
smuggling or whatever. Do we all accept that that is a possibility?

RADM Shalders—Certainly, we accept that that is a possibility. The first step, of course, is
to try and define just how big a possibility that might be, which is the work that | have just
described.

CHAIRMAN—But moving on from defining the extent or potential of the problem; firstly, if
we go into regular operational mode—you mentioned in your discussion the use of Jindalee at
the moment—when JORN is operating fully, in 2002 hopefully, 24 hours a day, 365 days a year,
have we any planning in place to make reporting of unidentified aircraft movements a regular
part of Coastwatch’s operations? Secondly, have we any planning in place on how we would
respond to finding an unidentified aircraft incursion?
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RADM Shalders—To answer the first part of your question first, it is more than a plan. We
are actually receiving live data in the National Surveillance Centre of all Jindalee detections.
That is passed to us electronically right now, and that has been in place since the National
Surveillance Centre opened in January this year.

In terms of procedures and how we might respond, those procedures are subject to a lot of
development work at the moment. | mentioned the exercise in Darwin last week. The exercise
was exercise Northern Shield and a major theme of that exercise was unidentified air
movements. Specifically, what we were trying to do was inject information into the
headquarters, both in Darwin and here in Canberra, and then work up a series of procedures that
would allow us to respond to those UAMs when they appeared. | would admit at this stage that
those procedural arrangements are immature and we need to do more work on them, but we
have made a good start in organising a response should this sort of detection occur. Obviously,
there are a number of agencies that are involved in responding, not least of which is the Border
Division of the Australian Customs Service but also, as you mentioned, Quarantine may have
an interest, the Federal Police may have an interest and other agencies may have an interest—
DIMA, for example, if there were unlawful non-citizens on board. We have made a start on
those procedures. More work is required to be done, and, again, | have asked that when we visit
Darwin the committee be given a brief on how far we have got with those procedural plans.

CHAIRMAN—In terms of dealing with a problem, an incursion, which Coastwatch believed
represented a significant risk, do we have adequate laws in place to allow us to deal with the
issue?

RADM Shalders—Yes, | believe we do and particularly with the recent amendment to the
border protection legislation. The Border Protection Legislation Amendment Act of December
last year gives us increased powers in a number of areas, not just at sea. The legislative
arrangements which would cover a UAM are sufficient, | believe, to allow us to take the
appropriate response.

Senator WAT SON—For special mission operations by outside organisations which provide
pilots, engineers and operating personnel, are members of Customs aboard these aircraft at all
times?

RADM Shalders—I am not sure what you mean by a special mission.

Senator WATSON—In terms of Surveillance Australia’s role with fixed wing aircraft et
cetera.

RADM Shalders—That is a routine mission, Senator. Our aircraft are contracted and, on
board the contracted aircraft, the aircrew are also contracted.

Senator WAT SON—Correct. Aboard those aircraft, are there any customs officers or do you
rely entirely on the contracted personnel?

RADM Shalders—There will occasionally be customs officers on board, particularly under
the quality control requirements that we run. We have competency assessment and training
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officers on board, we aim, for 15 per cent of the flights. But in routine operations, no, we do not
have customs officers on board the aircraft.

Senator WAT SON—What about for special missions?
RADM Shalders—Again, | am not quite sure what you mean by special missions.

Senator WAT SON—Identification of particular problems, rather than just a routine flight
over an area.

RADM Shalders—You mean a tactical flight?
Senator WAT SON—Yes.

RADM Shalders—No, not necessarily. There could be occasions when we might need to
but, given the communications facilities that we have in the aircraft, the training that the
contracted aircrew receive and the standing instructions that they work to, there is not normally
a requirement to have a customs officer on board.

Senator WATSON—So from time to time, for purposes of ensuring adequate adherence to
processes and procedures, your people do go aboard, but it is mainly as a test check type
operation?

RADM Shalders—Yes. That CATO function—the competency assessment and training
officer function—is a routine activity. We have CATOs spread around the country, coordinated
from Canberra, and their job is the quality control, training and monitoring of the contracted
aircrew.

Senator WAT SON—In terms of the employment of these people, and there is a wide group
of them—opilots, observers, engineering staff and operational management—do those employed
by the private sector have to undergo any particular screening for security purposes?

RADM Shalders—Yes, they are security screened and there is a security regime in place that
the contractor is required to follow.

Mr COX—In the past | presume there have been some apprehensions of people as a result of
unauthorised aircraft movements, despite the lack of a previous set of arrangements. Can you
give us any information about the range of contraband or other illegal activity that might have
been involved where there have been apprehensions?

Mr Woodward—Just to clarify the question, most of the seizures or detection of people have
not been flowing from what we have been talking about as black flights or unidentified aircraft
movements. Most of them have been found through a whole range of other reasons.

Another point | should emphasise is that Coastwatch’s role is coastal and offshore
surveillance. What the Auditor-General identified in his report was a view, which we accepted,
that there was not absolutely clear responsibility for what are seen as unidentified aircraft
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movements, so there is the point: where does the border begin and end? As far as Coastwatch is
concerned, Coastwatch’s responsibility is coastal and offshore surveillance; it does not have a
responsibility for surveilling inland Australia.

Mr COX—But there have been instances in the past where an aircraft has crossed our border
and been apprehended carrying contraband or aliens?

Mr Woodward—I am sure there have. | have been in Customs for six years. There is not an
example that immediately springs to mind. Most of the ones that | can recall—and some of
them, quite vividly—have come in through quite legitimate flights carrying objects or people
that we did not particularly want.

Mr Sone—Mr Chairman, if | can add to that, to my recollection—and it certainly predated
my time in Coastwatch—there was only one occasion where a light aircraft was intercepted
after having made an illegal crossing of the border. It was intercepted somewhere in Central
Australia with, | believe, cannabis product on board. My recollections may not be accurate but
that is the only one that | can recall.

Mr COX—Right. So there is not a big track record, even where there has been—I will
probably ask the Federal Police this—an intelligence operation that has been the cause of
interest to the authorities and a detection. These are very infrequent incidents?

Mr Woodwar d—Yes.

Mr COX—I want to find out a little bit more about the Bay class patrol boats. Do they only
get operated as Coastwatch assets or does Customs use them for other activities that are not
related to Coastwatch?

Mr Woodward—They are not a Coastwatch asset; they are a Customs asset. There is
obviously close coordination between Coastwatch and Customs in using the vessels in their
detection role and using the vessels in their operational role. | mean, the vessels have two roles:
one is detection and one is actually operational, but there is a very close linkage including
communication linkage between the two.

Mr COX—Are the officers on the Customs vessels armed in any way?

Mr Woodwar d—A decision was taken at about the time and confirmed during the task force
processes that crews on our vessels would be armed. We have been progressively putting the
crews through five weeks of training under the auspices of the AFP with both offensive and
protective elements in it. They will be trained in the weapons they will be using to the same
level of the AFP and that process is nearing its completion.

Mr COX—What weapons will they be issued with?

Mr Woodward—They will be issued with side-arms but each vessel will also have—sorry,
the vessel will carry the arms and our crew will have access to them when they need to. They do
not carry the arms all the time. They will have hand guns and there will be an M16 on each
vessel as well.
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Mr COX—One?
Mr Woodward—One.

Mr COX—What sorts of threat assessments have been done in relation to the risks those
officers might face when they go out to greet a—

Mr Woodward—There was a lot of work done before we agreed and | think | have admitted
this before. | came as a somewhat reluctant bride to the notion of Customs officers being armed
in the way in which they now are and | opposed it for a humber of years. But there were
increasing pressures, particularly through our fisheries responsibilities. Some of those who are
involved in fisheries excursions are fairly aggressive and there were some agencies that simply
refused to accompany unarmed Customs officers. They insisted on having armed police officers
on board. In some cases that was purely impractical. We could also see some tendency towards
more offensive behaviour on the part of those bringing people—illegal entrants—into Australia.
We engaged a former commissioner of the South Australian police to undertake a study for us in
relation to both protection and offence—and not just involving weapons. There are a whole
range of other options available including sprays, handcuffs et cetera. Flowing from his report,
which we accepted, the decision was taken to arm the vessels and to make weapons available to
our crews.

Mr COX—Would you be able to give a copy of that report to the committee?

Mr Woodward—I think there is a report. There were one or two pages which we excised
because of security reasons but 98 per cent of it we have made available before. If the
committee, on a confidential basis, wanted to get the whole report we can certainly make that
available.

Mr COX—That would be helpful.

Mr Woodwar d—If you wish to see the bit with the security aspects taken out, we can make
that available as a public document.

Senator GIBSON—What proportion of their time and capacity is spent on Coastwatch
activities?

Mr Woodward—As | said, they perform both roles. There could be periods where they are
working almost entirely associated with Coastwatch activities, but there are some other
activities that they undertake where there is not a close linkage with Coastwatch. An example,
although Coastwatch will be there during the Olympics, is that we will have several of our
vessels in and off Sydney Harbour for a whole host of fairly obvious reasons. They will be
working in association with Coastwatch, but not in the sort of relationship which | think is
implicit in your question.

RADM Shalders—When all eight Bay class are on line, the expectation is that that will
generate about 1,200 sea days each year. Depending on what the threat is and whether we are
under a strategic program or a tactical program, the percentage of time spent working with
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Coastwatch, as opposed to working on other tasks, will vary. The marine superintendent, Keith
Johnson, may have some more detail on that.

Mr Johnson—I| would anticipate that once we have all eight Bay class vessels fully
operational, about 70 per cent of the time we would be out on strategic tasks, strategic patrols,
and about 30 per cent of the time would be dedicated to tactical tasks. Those tasks would
generally be in support of Coastwatch.

Mr COX—I wanted to finish off on the subject of the arming of the Bay class vessels. Would
you describe the armaments that they are carrying as restrained? Have you taken a restrained
attitude as to how well armed they are or are you totally confident that they are completely well
armed for any contingency that might arise?

Mr Woodward—Can | stress that we had a former police commissioner, a very experienced
and well regarded police commissioner, advising on this, and we accepted his
recommendations. Included in his work was a very close study of what happens in South
Australia but also a very good knowledge of what happens in the Federal Police. We also
discussed options with the Defence Force in relation to the arming of vessels. | had one or two
discussions with the Chief of the Defence Force on the question of delineation as to what is
appropriate armament for one of our vessels performing Customs tasks compared with the
armament for naval craft performing military tasks. The division that we came up with, and
which | have just described, was something which is completely acceptable to the Chief of the
Defence Force. Something that might involve heavier armament, which might be implicit,
again, in your question, | think he might have some difficulty with.

Mr COX—To date, has there been a situation where there has been a threat that has been
properly assessed and where you have made a decision to send a Fremantle class patrol boat
instead of a Bay class?

Mr Woodward—Remembering that the Bay class have only been available recently—and
we do not have all of them yet; we have only five of the eight at the moment—I cannot recall
one, but the Director-General might have some recollections.

RADM Shalders—Yes, there have been a couple of occasions. It is really a risk managed,
threat assessed, operational call, of course. In particular, in the apprehension of a drug boat, the
Uniana, which ultimately was carrying close to 400 kilograms of heroin, both a Fremantle class
patrol boat and a Customs vessel were involved. In fact, on that occasion the Customs vessel
was unable to stop théniana, because of their hostile intent, if | could put it that way, and the
Fremantle class was used to effect the apprehension.

There are occasions when we are never quite sure of what it is we are up against. It is a
sensible operational thing to do to prepare for the worst case. Quite often we will have to make
an operational call to up the ante, as it were, and have both options available. In fact, there are
cases, perhaps, where we might even need to go for something bigger and more effective than a
Fremantle class patrol boat. That will be a case by case decision, of course, but we have the
ability to do that if we need to through the linkages we now have with Defence.

Mr COX—What is your assessed worst case of what you might confront?
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RADM Shalders—That is an open-ended question. Of course, there could be all sorts of
problems. | really cannot answer the question, because each case has to be judged on its merits.
For example, in a drug situation with a great deal of money involved and people with a long
criminal history, you would be very careful, | think, about what you put up against those sorts of
people. Similarly, with a people-smuggling boat, there is a lot of money involved, and the
people who organise these people-smuggling attempts could well be violent. It really is
something that you have to judge based on the intelligence that you have and the situation
prevailing at the time.

Senator HOGG—With the case that you describe, where the Bay class and the Fremantle
class were operating together, where does the authority for the operation lie? Is it with the
Fremantle class through the Navy or is it through the commander of the ACS?

RADM Shalders—The situation in the example | was quoting—tbaiana—happened
some years ago, and, of course, we did not have Bay class then. Sir William Lynewas the
Customs vessdl involved, but there are recent examples where the Bay class and the Fremantle
class work together. The on-scene commander could be either the commanding officer of the
Bay class or the commanding officer of the Fremantle class. Generdly it is driven by whoever
has the greater situational awareness and understands the current situation, so it varies.

Senator HOGG—Who determines that?

RADM Shalders—We and the operating control authority, which is generally Commander
Northern Command, will negotiate that. For example, today we have a Bay class vessel which
has custody of a boatload of suspected unlawful non-citizens at Ashmore Reef. At the moment,
he is the on-scene commander. If we had a requirement to have a patrol boat go out and assist
that Bay class vessel, the Bay class CO would remain the on-scene commander and the
Fremantle class patrol boat would work through him. Defence Force vessels are never allocated
to Coastwatch. Their operational control is always retained by the Defence Force, and we
request their services. It has not caused a problem so far, Senator. Those arrangements work
well and they work regularly.

Mr ST CLAIR—Getting back to the black flights business and the operation you had for that
two-week period, what is the identification time from when you pick up an inbound flight to
when you can actually prove that it is on a recognised track, if you like?

RADM Shalders—During the exercise conducted last week, we were very keenly interested
to see what the time was. The way the exercise was conducted was that, on one occasion, we
injected a synthetic track into the intelligence area of Northern Command headquarters. Our
measure was how quickly that synthetic track was recognised as being something that was
unidentified and therefore suspicious. On another occasion we actually flew a Coastwatch
aircraft on a suspicious profile and again measured the time. The detection arrangements are
actually done through an Air Force unit in Darwin. No. 2 Control and Reporting Unit maintains
the air picture. In the first instance, the time was longer than it should have been; it was a matter
of minutes. On the second occasion it was far less, but you are talking about a matter of minutes
to verify that it is not on a flight plan, that it perhaps has deviated from a normal flight route or
that there is some indicator that makes it suspicious, and that will take a finite period of time.
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On the exercise last week, we were keenly interested to see how long it did take. It got better,
and it will get better as we refine these procedures.

Senator HOGG—If | can turn to the Audit Office report, with respect to the portfolio budget
statements, paragraphs 4.64, 4.65 and 4.66 refer to the fact that in 1994-95 Coastwatch was
clearly identified and disclosed in the PBS; in 1995-96 it went into the border management
subprogram and apparently lost its identity in that; and then in 1999-2000, the report says, the
PBS does not adequately disclose the nature of these expenses, nor provide an explanation for
the way they were expended. | see that ACS has agreed with the recommendation of the Audit
Office. Could you bring us up to date on where you are at with that? | think the issue of
transparency and accountability is paramount in this instance.

Mr Woodward—I believe the financial statements, which are in the process of being
finalised and will obviously be made available to the committee, will deal with all of the
problems mentioned in the report. It is transparent—we are now clearly indicating the sources
of our funds, including the services provided without cost by the Defence Force. All of that will
be clearly indicated in the accounts.

Senator HOGG—Even though it was not clear in the 1999-2000 PBS, are you saying that in
the annual report—

Mr Woodward—The financial statements which we are completing now will have all of the
material which | believe was required and suggested in the audit report—that will be in our
financial accounts.

Senator HOGG—I have not read the PBS for this financial year. Was there an improvement
in the PBS for this financial year?

Mr Woodward—I did not bring the PBS with me. My recollection was that we did in fact
identify in the PBS the services provided free of charge by Defence. | can check that, but |
believe that that is so.

Mrs Marsden-Smedley —Can | just clarify that, under the PBS, output 3 is basically civil
maritime coastal surveillance, and incorporated in that is some element of the Bay class, the
marine fleet, which has been there historically. They do provide, as Keith mentioned, about 30
per cent of their work for us and that will be incorporated in there. In totality, output 3 pretty
well represents all of Coastwatch, including the appropriated funds that have gone to DIMA,
with the free of charge services provided by Defence.

Senator HOGG—1 will get hold of a copy of the PBS and have another late night read.
Mrs Marsden-Smedley —We have been careful to look at that.

Senator WATSON—In some areas in the past there has been a degree of sensitivity about
sharing information with state authorities. We note that the Queensland government submission
to the inquiry calls for an increased liaison between the Queensland Police Service and
Coastwatch. The rationale, of course, is a reduction in the duplication of deployment of
resources. Do you wish to comment on that? Associated with that is a second question: in the
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recent Queensland landing incident, how effective was the liaison between the two levels—state
police and Customs—or was there duplication of resources?

RADM Shalders—To the first question, our remit is a Commonwealth or federal remit, as
you can understand. We do work with state agencies and they work through a federal sponsor.
In the case of the Queensland Police Service, for example, we work for them and with them, but
their sponsor in those situations is the AFP. In the regional areas around Australia, we conduct a
regional operation planning and advisory committee meeting on a monthly basis and state
agencies attend those regional planning committees. We welcome the opportunity to work with
state agencies wherever possible, but we do require that they work through that federal sponsor.

Senator WATSON—You have not really answered the first because they have called for an
increased liaison. You have just indicated what we do at the moment. Would you like to
comment on that call for an increased liaison?

RADM Shalders—We accept the call and, in the case of the Queensland submission, we will
undertake to ensure that the state agencies are able to attend our regional planning meetings.
They do now. We will take advice from the Queensland government in terms of including other
agencies as required.

Senator WAT SON—Are there any security risks in terms of sharing that down the line with
state authorities?

RADM Shalders—In general terms, no. Like any other agency, we operate on a need to
know principle and we will share what we can on that need to know basis. So | do not think that
is a real problem.

Senator WAT SON—AnNd the second question?

RADM Shalders—As to the second question, was there good cooperation between the state
and federal agencies, were you referring to the incident in Cairns?

Senator WAT SON—The submission, | do not think, states it. It was certainly in the northern
area.

RADM Shalders—I will answer the question in general terms and perhaps we can get back
to the specific incident. In general terms, one of the outcomes of the Prime Minister’s task force
was a requirement to develop a series of national protocols which would ensure that procedures
for dealing with undetected landings were properly documented and properly agreed between
all the agencies concerned. Those protocols were signed with all state and territory police
services, Department of Immigration and Multicultural Affairs, Australian Federal Police and
Customs in April this year. Those procedures are now out in the operational areas around
Australia. Since we promulgated those procedures, we have not had to actually use them in
anger, but they are well publicised and well known and | think we will overcome the problems
that we did experience in 1999 in terms of coordination. Again, we can provide a copy of those
protocols to the committee if that would be useful.

PUBLICACCOUNTSAND AUDIT



Friday, 18 August 2000 JOINT PA 21

Senator GIBSON—I asked before about what proportion of time is used in the various
activities of the Bay class boats. Are you able to tell us what proportion of sailing time of the
RAN Fremantle class boats is made available for Coastwatch purposes?

RADM Shalders—The agreed provision from the Defence Force is 1,800 sea days each year.
In fact, last year the number of sea days provided to the Civil Surveillance program was 1,796,
so they got quite close. In terms of an operational tempo constraint on the Fremantles, that
represents 80 per cent of their available sea time.

Senator GIBSON—So, it is quite high.

RADM Shalders—There are 15 patrol boats. They are allowed, under the Op tempo rules
that the Navy runs, 150 sea days per year. So our 1,800 sea days represents a very large
percentage of that.

Senator GIBSON—It does.

RADM Shalders—If | could add, in terms of response capability, Coastwatch could not do
its job without those 1,800 days.

Senator GIBSON—Sure, | understand. | have another technical question. With regard to the
new helicopter in Torres Strait, the forward looking infra-red radar system has quite a narrow
beam and there have been suggestions that perhaps a wider beam surveillance radar would be
more appropriate. Do you have any comments on that?

RADM Shalders—Yes. | have flown in the aircraft and | have some experience with other
forward looking infrared systems. | would have to say that the system in the Bell 412 is the best
forward looking infrared system that | have seen. There are no operational constraints in terms
of field of view. Technology being as it is, these things will obviously get better. The FLIR
system in the helicopter is a step ahead of what we have currently got in the Dash 8 aircraft and
it is a very good system indeed. | do not believe that there are any operational constraints in the
fit that we currently have in the helicopter.

Senator GIBSON—Thank you.

Mr COX—Defence are currently contemplating replacement of the Fremantles as part of the
general block obsolescence problem. In the past, there have been suggestions, from my
experience, emanating from Defence and from Navy in particular that they would like to replace
the Fremantles with something like an international class corvette with a helicopter capability
on them. This would obviously have better sea keeping performance and would certainly be a
significant upgrade in capability, but would obviously be a very expensive upgrade. If that were
to happen, it would mean that there would be fewer of them. Have you contemplated how such
an offshore patrol vessel would fit into Coastwatch operations if that were to happen?

RADM Shalders—Some of the issues you raise there are obviously for Defence rather than
for us to answer and | note that Defence is appearing before the committee later today. Have we
contemplated those issues? The answer, of course, is yes. In terms of what has been put on the
public record for the replacement Fremantle, we have been associated with what is called the

PUBLICACCOUNTSAND AUDIT



PA 22 JOINT Friday, 18 August 2000

top level requirement. Defence has asked for our input in terms of what we need, and we have

been engaged in a dialogue with Defence for some five years now on this particular project. The

top level requirement that has been published satisfies all our needs and those client agencies

that we serve have aso indicated that their needs will be satisfied, based on the top level
requirement that has been issued so far. The broad answer to your question is, ‘Yes, we have
contemplated it and, yes, we have been heavily involved in Defence’s efforts to move forward
with that project.’

Mr COX—Would you therefore welcome that kind of an upgrade? Do you think that, if they
moved to an offshore patrol vessel with a helicopter capability, that would better meet
Coastwatch’s requirements or do you think it would make your job potentially more difficult?

RADM Shalders—Patrol boats of whatever size are limited in their surveillance horizon. If
you put a helicopter on any sort of a ship, that obviously extends your horizon and your
coverage area. You have to counter that, of course, against the fact that hulls in the water are
carrying people who can provide the response that we primarily use those assets for. The more
hulls in the water, the more capability you have in that sense, as opposed to the pure
surveillance coverage. As in everything else, there is a cost-benefit analysis that needs to be
done there. Our requirement, which has been put to Defence, is that we would like to see 1,800
sea days providing at least the same level of capability that is currently represented by the
Fremantle class.

Mr Stone—Two areas of concern—particularly amongst a number of our clients—with the
OPC proposal a number of years ago were the proposed reduction in the number of hulls from, |
think, 15 to six and the proposed reduction in the number of sea days available to the civil
surveillance program from 1,800 to 1,200. Coastwatch and its clients had some concern about
the impact of that on the overall effectiveness of the program.

Mr COX—You have obviously got some experience with the armaments on the Fremantles.
Do you find that the present armament fit of the Fremantles is optimal or would you like to see
some change to it for operational circumstances?

RADM Shalders—I will give you an answer to that but then | will defer to Mr Johnson, who
has just left the Navy and was the previous commander of Australian patrol boat forces, so he
has a much closer insight into some of these things than | do.

In terms of the civil surveillance task, the Fremantle is adequately armed. With respect to the
sorts of things that the Fremantle is required to get involved in and that we have used them for
in that civil surveillance role—in fact, you could possibly argue that it might be even too well
armed—given the tasks that they do, given the tasks that we could expect them to perform, |
believe that they have the appropriate armament which is able to be adequately maintained in a
pretty harsh and hostile environment. While the naval officer in me says that we would like
surface to surface missiles and everything else, in terms of the tasks of the boats, they have got
what they need. Mr Johnson might have some more thoughts on that.

Mr COX—I was not suggesting missiles. | was suggesting that the Bofors gun might not be
the most useful weapon if you really did run into somebody who wanted to resist.
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Mr Johnson—I will restrict my answer purely to the Fremantles as they contribute to the
civil surveillance program, not to the defence of Australia. Even with a Fremantle class patrol
boat with what | describe as an adequate weapon for contributing to the civil surveillance
program, there have been instances where, having fired a number of rounds across the bows of a
vessel attempting to flee, it has not been able to force that vessel to heave to so that a boarding
party may be put on board. When we look at the civil surveillance program, what we need is
assets that provide different levels of coercion and persuasion based on a particular
circumstance. There is no silver bullet, unfortunately. The more assets we have, the better.

RADM Shalders—Mr Chairman, if you would indulge me, | would like to tell another sea
story, which | did yesterday. It will not take long.

CHAIRMAN—OKkay, go quickly, because | need to get to some less sexy generic issues.

RADM Shalders—This actually relates directly to the question Mr Cox has just asked. In the
Gulf War, we had a series of graduated responses that we used to stop Iragi vessels. Those
graduated responses started with a radio call and the end of the scale was direct fire into the
vessel that we were trying to stop. On a number of occasions we got halfway through that nine-
point scale. That halfway through point included shots across the bow with machine guns—it
did not work; shots across the bow with a weapon that | had on my ship at the time, which was
a 76-millimetre gun; and shots across the bow with five-inch ammunition from an American
ship. None of those things worked and ultimately we had to board the ship by helicopter and
take charge of it. So in terms of whether the Fremantle has enough, it depends on what the
opponent is going to do, of course. In the application for which we use the Fremantle, it
generally has enough although, as Mr Johnson has indicated, there have been occasions when
even what it had was not enough.

Mr COX—I was thinking about whether it would be better in this role to have an armament
that was perhaps easier to use than the large gun that is on it.

RADM Shalders—Again, | know that Defence has had some thoughts on those issues and
perhaps you could put that to Defence. In a previous life, both Mr Johnson and | had looked at
that very issue, but | am not sure where that has gone in the last 12 months.

Mr COX—Going back to your Gulf War experience, would helicopters on an offshore patrol
type vessel be useful for putting boarding parties onto ships in a civil situation?

RADM Shalders—Yes. In fact, the Bell 412 now operating in the Torres Strait has that
capability in that environment. All naval helicopters have a winching capability and you can use
that capability to embark a boarding party if you have to.

CHAIRMAN—Now we will get down to some generic issues associated with the ANAO
audit report. The audit office does want you to get on with memoranda of understanding with all
the client agencies. Can you tell me how many are left to go and why it is taking so long to
consummate these agreements?

RADM Shalders—As indicated by the ANAO, there were three concluded agreements at the
time of their audit. Since then we have concluded an agreement with AMSA, which is a generic,
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omnibus agreement between the Customs Service and AMSA. We are getting very close to an
agreement with DIMA, which in fact is a service-level agreement rather than an MOU. A final
draft was sent to DIMA on 30 July and isin final work. We are very hopeful of a response to
that in the very near future. We have an early draft with AFFA and with Environment Australia
We till need to progress work on either an SLA or an MOU with the Australian Customs
Service, with the Australian Federal Police, with DFAT and with the department of transport.

CHAIRMAN—You have got a lot of work to do, haven’t you?
RADM Shalders—We do, Sir.
CHAIRMAN—Why is it taking so long?

RADM Shalders—These are complex issues, as you would understand, and they are
particularly complex when finances are involved, as they are with the DIMA MOU. The reason
it has taken some time with DIMA is principally related to the financial mechanisms that we
need to build into that SLA. We are working very closely and cooperatively with DIMA now to
get that done. As | mentioned, | am hopeful that we can achieve closure in the very near future.
As to some of the other MOUs, | am not sure why they have taken as long as they have but |
can assure the committee that we are working very hard to implement the recommendation of
the ANAO and get them agreed as soon as possible.

CHAIRMAN—This committee is concerned about public accountability. It would seem to
me at least, and probably broadly to the committee, that those documents would provide a form
of audit trail of agreements between Coastwatch and the client agencies for whom it does work.
It would seem to me that if you cannot define those relationships, it would be open for this
committee to conclude that perhaps the current arrangements are not the best for securing our
borders. Again, why can you not get on with it?

RADM Shalders—We are getting on with it. | accept what you say about accountability. |
would also say that, in the absence of an agreed formal MOU, we are of course not operating in
a vacuum. We do have very close relationships with all of our clients. We understand their
needs and they understand our constraints fairly well and we work together, as the committee
will find when you talk to them. We do need a formal document and we are working towards
that. There is one officer dedicated almost full time to pursuing these agreements.

CHAIRMAN—Your organisation, Coastwatch, is contained within Customs yet you do not
have a memorandum of understanding between Coastwatch and Customs, Mr Woodward. Why
is that and how can you allow that to occur?

Mr Woodward—There are arrangements and understandings that are in place. | have a
conceptual difficulty with the point you are making in relation to Customs. At the end of the day
the person who accepts responsibility for the working of Coastwatch, notwithstanding the fact
that there is a Director-General, is the CEO of Customs. So at its essence, the suggestion that
there ought to be an MOU between Customs and Coastwatch is that | should sign an MOU on
behalf of Customs. Theoretically, given that | also accept responsibility for Coastwatch, it could
be argued that | should also sign it in relation to Coastwatch. That is something | have some
difficulty in working my way through.
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Senator HOGG—Can | assume that Coastwatch and Customs are living in sin? By not
having an MOU, is that what it amounts to?

Mr Woodward—I do not think | like that. | will answer your question quite frankly. | am
sure you know, Mr Chairman, that a tremendous amount of work has been done, and a lot of it
has involved a very heavy personal commitment on the part of the Director-General in the last
12 months or so. You have seen the product of all of that. The MOUs are important, but many
of the other things that have been done, including the work that has been done in relation to
acquisition of aircraft, the building of the surveillance centre and the rebuilding of the status of
Coastwatch, have been equally important. We accept that we could have and should have
moved more quickly—we undertake to do that—but we have done a lot in that period.

CHAIRMAN—In your response to the audit report, as | recall, you accepted that audit
recommendation, but quite frankly you do not sound very happy about accepting it.

Mr Woodward—I do feel happy about accepting it. The only one that | have some
conceptual difficulty with, and we will find a way through my conceptual difficulty, is one that
is literally between me and me. But | am sure | will find a way.

Senator HOGG—I think you will find yourself a good person to deal with.

CHAIRMAN—I am not getting anywhere. | do not think they were proposing that you use
the dedicated Customs vessels to charge Customs for time for doing Coastwatch activities,
which would seem a bit silly, but you did say, in terms of this user pays debate, where ANAO
has basically recommended that Coastwatch charge out its time, that it is even more imperative
that the civil surveillance program be able to operate as a cohesive integrated service without
the distraction of having to deal with potentially fragmented and uncertain funding
arrangements. Do you want to brief us a little more on that?

Mr Woodward—Are you moving into purchaser-provider arrangements as well in that
question?

CHAIRMAN—Yes.

Mr Woodward—From pages 43 on we gave quite a lot information, but let me put the
essence of my problem, and this is an area where | have some conceptual difficulties. | accept
that there are purchaser-provider type arrangements in relation to DIMA funding, which you
acknowledged in your discussion earlier with ANAO staff. We have a commercial arrangement
between Customs and two separate providers of services. What would be implicit in a
purchaser-provider arrangement is provision of funding to something like 10 or 12 separate
agencies which, because of government decisions, would have no choice but to source their
activities through a single agency—which is Customs—which in turn has a purchaser-provider
type arrangement with two separate providers of services. | have massive difficulty in working
out how that sort of complex arrangement, with no choice, can actually work.

CHAIRMAN—Then why not simplify it and have it a single dedicated agency with all of the
assets necessary to undertake the tasks?
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Mr Woodward—How can you have a single agency responsible for such diverse activities as
environmental protection, protection of the Great Barrier Reef and immigration?

CHAIRMAN—A single dedicated agency—that is, like a coast guard which is a military
organisation which sells its services to anybody that wants them.

Mr Woodwar d—I suggest that that is an argument that would tend to support the argument
that | have just put, because under those arrangements—and if you are using the United States
Coastguard as an example—the funding would be given entirely to the coast guard or to
Coastwatch, whatever you refer to it as. | do not think that detracts at all from the argument that
| was putting about the complexity of the purchaser-provider arrangement in the circumstances.

CHAIRMAN—NOo. | say: wouldn’t that simplify it?
Mr Woodward—No, | do not think it would. It is precisely the same problem.

Senator WAT SON—While not entirely disagreeing with the chairman, | see some problems
in getting a too prescriptive MOU, because where you have an environment where the
respective agencies are working cooperatively, you have a high degree of flexibility. | see the
imposition of a very strict MOU as being somewhat akin to a bill of rights; it tends to make it
legalistic, you tend to have less flexibility, you tend to work very much within a straightjacket.
Therefore, | have some difference of opinion. The audit office has an environment where it
appears to us at the moment that you are working in a great deal of harmony. If there is not that
harmony, yes, | would go down the line of an MOU which is necessary to define people’s
responsibilities. But in terms of such complex, confidential interactions, et cetera, where
tomorrow’s action is completely different from yesterday’s, | do have some problems in having
too prescribed an MOU, so | would like you to comment.

Mr Woodward—I think there are two different sorts of instruments we are talking about.
Most of the MOUs that | have been involved in—and | have been signing MOUs with
numerous agencies, including many other countries—are at a fairly high level of generality,
which is what | think you have in mind. Most provide the end results and in the broad, enable
the exchange of information and understanding in relation to interchange of officers and data.
There are separate instruments, and some of them were mentioned as part of the Admiral’s
running down of our service level agreements, which are in fact more prescriptive. What we
have with the department of immigration, because funding was appropriated to them out of the
Prime Minister’s task force rather than to us, is a service level agreement which is more specific
than the general MOUs, which | probably would have signed 30 or 40 or more in various
circumstances.

RADM Shalders—Could | also comment on that? While not an MOU, we do have a series
of standard operating procedures.

Senator WAT SON—I can understand that. | have got no problem with that.
RADM Shalders—A lot of the things that you would see in a general MOU format are

incorporated in the Coastwatch Surveillance Manual. That is a product of discussion and
consideration by all the agencies we work for. In fact, we have recently updated the surveillance
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manual, and that actually incorporates a lot of the things that you would perhaps see in other
interagency agreements—here is our commitment to you, here is how we would like to do this
particular activity. All of those issues are contained in the Coastwatch Surveillance Manual and
in a general form rather than a prescriptive form.

CHAIRMAN—In terms of new technology, do you have enough funding so that, if your
investigations into surface wave radar and unmanned aircraft, for instance, proved likely to be
cost effective, you can proceed with that?

Mr Woodward—The short answer is that we would need to see how they fit with a new
Coastwatch. | think there will always be something like what we do now, so there would be a
different blending of capabilities. If we were to have pretty much what we have now, and if you
are suggesting that we supplement that with those newer technologies or maybe some minor
replacement, then of course we would need more funding, but the nature and extent of that
funding could only be determined after we have had a far better look at the technologies.

CHAIRMAN—So the additional funds provided by the commitments flowing out of the
Prime Minister’'s task force have already been expended or are in the process of being
expended?

Mr Woodward—Flowing from that funding, we have a capability to look at new
technologies. What we do not have is funding that would enable us to buy the new technologies.

CHAIRMAN—That is what | wanted to clarify. So it is that look-at function that you have
been funded for with the task force.

Mr Woodwar d—And we are doing.
CHAIRMAN—Yes, we understood that.

Mr COX—You have access to defence intelligence assets. They are obviously, as you have
explained to us in the private briefings, a key part of your intelligence process. But are you
presently or do you expect to find yourselves in a situation of difficulty in having those assets
tasked to do the things that you want? Is that causing or is it likely to cause an operational
problem requiring you to have some of your own assets in that area?

RADM SHALDERS—I obviously do not want to go into too much detail in this hearing, but
the broad answer to your question is: all those assets are shared between ourselves and other
users, certainly with the Department of Defence and, in some instances, with our allies. We
therefore have to state a case—substantiate our requirement—for the particular resource we are
after and, if it is available, it is then allocated to us. To date, we have not had a problem with
anything we have asked for; Defence has been extremely cooperative. But of course the
situation will always be there that we may well be pre-empted by other high priority users. That
has not happened so far, but it is obviously something that we need to keep in the back of our
mind.

Mr COX—So it is not a day-to-day problem?
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RADM SHALDERS—It has not been so far, no.

Mr COX—Mrs Marsden-Smedley, have you done any work trying to allocate costs of
existing Coastwatch activities to particular client users?

Mrs Marsden-Smedley—Actually, my colleague Rodney Stone could answer that, because
that is the operational area; we do the costings.

Mr Sone—Following the ANAO report we certainly looked at how we might go about cost
attribution. As has been said, we multi-task on all our tasks. One of the fundamental problems
that we have got with that is, if you like, how you value a whale or dugong sighting against a
drug boat sighting. One of the facets of Coastwatch is that its client base represents a very
diverse range of interests and risks, which is an issue that we would have to have a look at in
trying to come up with some sort of cost attribution approach. We have only looked at it very
tentatively at this stage, and it would be on the basis of trying to attribute the number of hours
flown against each of the clients. But the project has not really progressed anywhere at this
stage.

VICE-CHAIRMAN—You have not got any indicative figures for who is costing what yet?

Mr Sone—No, in fact in the past we have steered away from trying to do that. But of course
with the ANAOQO's report, we certainly now need to look at some way of at least being able to
report, at the end of a period, the breakdown of our flying activities between clients. But we are
certainly not there yet.

RADM SHALDERS—I can add to that. We think that, by the end of October, under a new
planning structure that we have in place, we will be able to give our clients a first cut of that sort
of attribution. It is a trial, as we indicated to the ANAO, but we think that, having put that
system in place, that sort of attribution on a trial basis can be provided by the end of October.

VICE-CHAIRMAN—Given the nature of your activities, | assume that there are going to be
significant fluctuations each year in what actually has been done for which clients. Fisheries
might have a fairly consistent pattern of usage. But one year you might be doing things for the
AFP that are disproportionately drug related and another year you might be doing things for
DIMA that are immigration related. There really is not going to be an opportunity down the
track, even when you have got a very good handle on your costs, for the government to allocate
money to agencies and ask them to buy your services without doing that in a way that puts you
under resource constraints.

RADM Shalders—I think that is true. Of course, the risks change over time. Over time, the
amount of strategic flying that we do for each of our clients is probably going to be relatively
constant. At the moment, we are probably applying about 80 per cent of our effort to that
strategic long-term programmed flying activity. The other 20 per cent is tactical, and obviously
tactical will vary dramatically, depending on what the particular object of our search is going to
be within that 20 per cent.

The illegal immigration threat means that, at the moment, we are spending a lot of our effort
on the north-west coast of Australia because that is the threat axis. However, whilst we are
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flying there primarily against the immigration threat, we also happen to be covering a large part

of the fishery requirement. So we can and do achieve the multi-tasking that has been addressed.

It is not quite as simple and it is certainly not as black and white as saying, ‘This year, you flew
12,000 hours for DIMA; next year, it is only 10,000. What has changed?’ It cannot be quite as
clear cut as that. We are having a stab at putting together those sorts of figures and we will see
how that trial turns out.

Mr Woodward—I| have to say that | have got some healthy scepticism about how
meaningful all this will be. We will do it, we have undertaken to do it and we will produce some
figures. But, when you look at a particular flight where you might be undertaking a strategic
flight and you actually spot anything from pollution or a suspicious boat potentially carrying
people and/or drugs through to a problem with the Great Barrier Reef Marine Park Authority,
we can then come up with some cut at a way in which that might be allocated. But how
meaningful is it? How valid is it? What use will the agencies then put to it? We will do it but |
am not sure just how useful it will actually be.

Senator WAT SON—Given the response by the National Audit Office to my earlier question,
| just question the wisdom of going too far down the route that Mr Stone has embarked upon,
because | think maybe he has taken the audit report a little bit too literally. At the end of the day,
perhaps it is the response of the JCPAA as to the effectiveness of too detailed a costing. If |
recall correctly, the emphasis from the National Audit Office was more cost control and some
cost identification without necessarily a whole range of cost re-allocations. | think the
effectiveness of that has to be questioned.

Mr Woodwar d—I think we are on similar wavelengths. But we are doing it as a trial and it
might well be that | am wrong, in which case | will eat humble pie and say that we have done
something that is actually useful.

Senator HOGG—Are you costing the trial?

RADM Shalders—No, we are not. It is coming from within our hide. The reorganising of
our databases and so on is being done within our planning cell.

Senator HOGG—So you will not be able to tell us how much this exercise costs at the end
of the day?

RADM Shalders—We could give you a rough figure in terms of how much staff effort—
Senator HOGG—It might be helpful. That is why | am flagging it now.

Mr Woodward—I do not think that it would be enormously expensive. It is not a vast
measure.

Senator HOGG—No. | am just wondering why you are spending $100,000 to get
information which does not have that value attached to it, whereas, if you are spending $2,000
to give us the information, it may well be quite justifiable to have those procedures in place.

Mr Woodwar d—I think you have made a fair point. Can we reflect on that?
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Senator HOGG—Yes, by all means. | am not asking for a hard and fast cost but a ballpark
figure.

MrsMarsden-Smedley—It is really a matter of one person in Rod’s area and another person
in my area spending time to go through that. That is the main cost. They would be diverted from
other activities, basically. But, if you want to account for time for a 12-month period, say, it
would be about $140,000 in terms of the people who would be allocated to that work. That is a
rough order of magnitude.

Senator HOGG—Just a final question. | understand the dilemma you expressed, Mr
Woodward, in respect of signing an MOU with yourself. Are there times when, because of your
roles, you are in conflict with yourself at any stage, and does this pose a problem for you in
terms of the role you are asked to perform? | am quite serious.

CHAIRMAN—This is a good question. Well put.

Mr Woodward—It is a fair point, but | cannot think of any arrangement that could be
worked out involving Coastwatch where someone would not be in that similar role unless
Coastwatch was a completely autonomous agency responsible quite separately to a minister. |
think | have indicated to you before that | work on the basis that, if that sort of relationship
produces a problem, | know the head of each of the principal agencies concerned well enough
that they would tell me that they are not getting the appropriate level of service. That has never
happened. | have no case that | can recall that has been brought to my personal attention where
there has been a conflict that has had to be put back to me, and | have had sufficient confidence
in my heads of Coastwatch, including Admiral Shalders, that if he thought there was a conflict
between the Customs side and his own service he would tell me.

Senator HOGG—I accept that. What of the future, with changes in technology and the
general work environment? Can you foresee any potential conflicts there that might need
resolution?

Mr Woodward—I cannot foresee any conflicts. Frankly, | see particular advantages. What
we have is an agency that is responsible for surveilling the coastal region and offshore, and it is
absolutely imperative that there is a close working relationship between that group and the
remaining parts of Customs. | am not just talking about boats; | am talking about the response
capability, those who are involved in work at ports and airports and relationships with the other
law enforcement agencies, which work through me. Obviously | have thought very carefully
about optional arrangements, and | cannot think of anything better than the one we have now.

Mr COX—The next submission we are going to deal with makes the suggestion that
Coastwatch could be amalgamated with Australian Search and Rescue as a way of getting it up
to a size which would allow it to function as an independent organisation. You would then not
be in conflict of having to be one of the client agencies. | am less interested in pursuing the
issues of any conflict that you might have in trying to do those two roles but more interested in
hearing a little bit about what might be the opportunities and benefits of amalgamating
Coastwatch and Australian Search and Rescue.
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RADM Shalders—In terms of the way the job is done at the moment, | believe that both
agencies are doing a good job. | cannot really see too many benefits in somehow meshing them
together. They were in the past, as you know, a combined agency when the coast watch function
was performed by the department of transport. We have very close working relationships with
AMSA in general and AusSAR in particular. We communicate with them electronically and
very regularly in terms of the issues that they are associated with. In fact, just this week we
participated in a search and rescue in the Torres Strait. It happens very quickly. It is a well
practised routine. It was our aircraft that initiated the SAR, passing the information back to
AusSAR here in Canberra. They then came back to us and requested release of that aircraft and
another, and it happened within a matter of minutes. Procedures between the two organisations
are almost transparent. We have a general MOU or service level agreement with them which
allows us to provide what they need and for us to get what we need from them. | think the
results that we are achieving and that they are achieving are such that it is one of those
situations where | do not believe it is broke, so why should we be trying to fix it.

Mr COX—Do you think there would be any damage from putting them together?
RADM Shalders—Any?

Mr COX—Do you think it would worsen their performance or your performance if the two
organisations were amalgamated?

RADM Shalders—I suppose there would be the potential if they were together for assets to
be applied perhaps to one area when maybe they should have been applied to another area, if
you see what | mean. That potential obviously exists in our current organisation so | do not
know that—

Mr COX—It sure does.

RADM Shalders—that changes too much. Probably my bottom line on that question is that |
cannot see any real reason to bring them together.

Mr COX—But you cannot see any particular really big problems if we do?

Mr Woodward—Can | stress that we are looking at it from a Customs and Coastwatch point
of view. What we are not able to answer is the implications within the transport ministry of that
sort of a split.

CHAIRMAN—Thank you for your submission, for answering our questions and for any
follow up information. After we come back from the northern reaches and after we have talked
to other client agencies and others that want to talk to us, it is likely that we will want to talk to
you again before we proceed to write any report. | am confident that we will wind up with
guestions that we would like answered on the record not off the record, so we can include them
in our report. We certainly appreciate your cooperation, openness and frankness.

Proceedings suspended from 11.22 a.m. to 11.35 a.m.
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MASON, Mr Douglas Henry (L ofty) (Private capacity)

CHAIRMAN—We now welcome Mr Lofty Mason to today’s hearing. We thank you for
your brief submission to our inquiry into Coastwatch. Would you, by chance, have a brief
opening statement that you would like to make about these issues?

Mr Mason—I would like to give my background so you know where | am coming from.
CHAIRMAN—Sure, go for it.

Mr Mason—My first 27 years was in the Air Force as a navigator and a navigation
instructor. As a hobby, | was also a commercial pilot. | trained as an instructor and spent over
1,000 hours flying as a flying instructor. My last three years in the Air Force was in charge of
RAAF search and rescue. To train for this position, | completed a five-week mission
coordinators course with the Civil Aviation Search and Rescue School. | also spent three weeks
with the American Coastguard, where | did training and had practical experience. For the last 18
years, | have been associated with and working with Coastwatch, my final position being in
charge of aircrew training plus day-to-day management of the Coastwatch contract. | resigned
12 months ago—I am now retired—because of frustration with the lack of professionalism and
the lack of support. | thank you for giving me the chance to make the submission.

CHAIRMAN—In your letter to us, you said that Customs is both a client and, despite their
organisation and structure, the controller of Coastwatch. We have a history of this responsibility
being bounced from agency to agency. Why is it that you think that Customs is an inappropriate
final resting place?

Mr Mason—I think any major organisation is an inappropriate resting place, because it is not
their core business. If you look at the people that are being posted in and out of Coastwatch,
they are only in the position for about three years, quite often, and this leads to a lack of
professionalism overall in the group.

CHAIRMAN—What would you propose that we do?

Mr Mason—The proposal would be to join Coastwatch with its obvious partner, which is, in
my opinion, the Search and Rescue Organisation, because Search and Rescue and Search and
Surveillance are very similar bodies and they would become an autonomous body so that they
can build some sort of professionalism rather than having people thrown in for three years to
move through the major organisation.

CHAIRMAN—Roughly how many personnel are there involved in Search and Rescue and
how many are involved in Coastwatch?

Mr Mason—I could not give that answer, but | could check it and get back to you.

CHAIRMAN—AII right. There is one thing | do not understand. | hear what you say about
search and rescue, and | understand those functions. | have not been a pilot, but | have been a
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sailor. How does that solve the problem? You are saying to create a stand-alone agency called
‘Coastwatch’—

Mr Mason—For want of a better term.

CHAIRMAN—as a new department of the Commonwealth which would involve all the
activities currently undertaken by Coastwatch and the activities undertaken by the Department
of Transport and Regional Services for search and rescue. Is that right?

Mr Mason—That is correct.

CHAIRMAN—BuUt how does that solve the problem for Quarantine, for Fisheries and for
Customs itself? How does that solve the coordination problems between the use of Defence
assets, Customs assets, Coastwatch assets and private assets?

Mr Mason—I believe that, if you had an independent agency, it would not have any axe to
grind. | was with Coastwatch when it was run by the Federal Police. Obviously, when
something comes up of prime importance, it was a Federal Police matter. Whereas | believe a
coastguard could be independent without any personal job—for want of a better term—so that,
when the work came in, it could be better assessed than if it comes under Quarantine. If you put
it under the heading of quarantine, Quarantine people consider quarantine matters the most
important. That is the way it should be—everybody should think their own work is the most
important. | believe an independent body is the way to go.

CHAIRMAN—Are you saying that if we, because of a flight of a Dash 8, pick up a ship that
we do not recognise and then we trace back and find out where that ship originally came from
and we believe it poses a threat—because of illegal immigrants, contraband or quarantine items
that might disturb AQIS—the current procedures that allocate assets to track that vessel and
deal with it are not adequate?

Mr Mason—I believe they are inefficient, yes.

CHAIRMAN—I do not understand how this new agency would be any more efficient, unless
you are proposing—

Mr Mason—It cuts away interference.

CHAIRMAN—a US style coastguard which is actually an offshoot of the Department of
Defence, because every member of the US Coastguard is also a member of the defence force. |
do not know how that solves the problems of illegal immigration, the importation of drugs,
people smuggling, somebody smuggling in plant life or whatever.

Mr Mason—I would like to make the point that | was very disappointed to find in the US
Coastguard that during an exercise there might be up to seven different agencies all competing
to make the hit, because they get rewarded. In fact, they would, at times, deliberately oust the
other group so that they could profit from the hit. You can count them up any time you like: US
Customs, state police, the federal police, tobacco agencies—up to seven different agencies all
doing similar work. We have got a much smaller area and budget, obviously, but | picture the
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professional aerial surveillance being done by coastguard, or whatever you want to call it. But |
seeit as an independent professional organisation.

CHAIRMAN—You would expect this organisation to own and control all its own assets?
Mr Mason—Yes.

CHAIRM AN—Phew!

Mr Mason—I am not saying it controls Defence assets; it controls Coastwatch assets.
CHAIRMAN—How do we afford this?

Mr Mason—It would be no dearer than what we are doing right now. In fact, it could be
cheaper.

CHAIRMAN—Can you explain?

Mr Mason—You can either retain the same amount of assets with less manpower around the
bases or you can use that money to run more assets. Everybody says, ‘Look at American
Coastguard—millions of dollars’. | do not believe that sort of coastguard is needed or
warranted. What | am saying is that we could run the same Coastwatch we have now cheaper.

Mr COX—Have you had much experience with Australian Search and Rescue?

Mr Mason—Yes, | have. As | said, | did a five-week training course. | was in charge of Air
Force Search and Rescue, which put me very close to the search and rescue organisation. That
was before it was AusSAR.

Mr COX—How did Air Force Search and Rescue compare with Australian Search and
Rescue?

Mr Mason—When | was there Australian Search and Rescue primarily used Air Force
vehicles or requested Air Force vehicles for any deep sea search and rescue. So it was a team
effort more than anything else. That is not a comparative thing.

Mr COX—Did you ever think that there was scope for putting both the military and civilian
search and research assets together?

Mr Mason—No, | never really considered that at the time. | must admit that, to me, the
military, or the Air Force itself, has always been primarily responsible for its own search and
rescue. Because it has those assets, they are used by the civil group.

Senator GIBSON—Mr Mason, in recent times, have you been to the new coordinating
centre here in Canberra?

Mr Mason—No, | have not been there for the last 12 months.
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Senator GIBSON—We went there a couple of months ago. As | understand it, it is now
better—

CHAIRMAN—It was in June.

Senator GIBSON—Yes, in June. There is now a better coordinating effort on the one site
with proper analysts looking at the information coming in from lots of different—

Mr Mason—Where did the analysts come from?

Senator GIBSON—I do not know. But | had the impression, just as an outsider going there,
that there is better coordination going on now than there was previously. Do you know whether
that is right?

Mr Mason—We are going back, | guess, to when | first went over to see the American
Coastguard. For the first week | was gob struck—to use a term. | was absolutely amazed with
the professionalism. It takes a fair while before you start seeing all the cracks. But the thing
with the American Coastguard was that everyone of those guys were professionals who had
worked in that field. They were not imported for two years from outside or wherever; it was
their profession for life. That is what | would like to see in Australia.

Senator GIBSON—So that is the key thing?
Mr Mason—Yes, that is the key.

Senator GIBSON—So, from your experience, having people there developing
professionalism and staying within the organisation for a longer period of time rather than
coming in and out is the key to efficiency and success?

Mr Mason—I believe so.

Senator GIBSON—Is that your key recommendation to us to consider with regard to your
earlier suggestion today that there are efficiencies to be made?

Mr Mason—That is correct. We could wander around and pick on a region. For example, in
a place like Broome, you have four guys sitting around doing very little—one of them, in fact,
being an ex-dog handler. | find that very frustrating. Bear in mind that the people | am talking
about now are the guys who control the aircraft. They manage the aircraft and they put out the
flight plans et cetera. The guys flying the aircraft were very professional—the contract
personnel—because that was their job, that was their profession, whereas the people who
manage them may have been in the chair for only a couple of weeks. To me, that is not
professionalism.

Senator WATSON—Since your days in the Air Force and with Coastwatch, have things
actually changed? In your submission you express concern that Customs officers are brought in
for a period of about three years. You say:

Initially these Officers have no idea of aircraft operations—
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which would worry me—

which leads to mgjor errors in programming. The 3-year tenure ensures that as they come to terms with the job they are
moved on.

It seems to me from what you have said that the actual operations planning, even routine
planning, is determined by Customs rather than, say, by the Rear Admiral and his crew. Is that
true? That would worry me a little bit.

Mr Mason—The Coastwatch people who make the decisions, as | said, are quite often only
in the chair for a couple of weeks from being Customs officers. They start without correct
training.

Senator WATSON—I would like to know, from the issues that you have raised, the
respective roles of the people who come into Coastwatch. For example, are the Navy personnel
effectively overruled by Customs officers with little training?

Mr Mason—I have seen occasions where they have been.

Senator WAT SON—How frequently would that happen?

Mr Mason—Enough times to get you quite upset. Aircraft have been taken away from
surveillance to supply training rides for a training course.

Senator WAT SON—How long ago did that happen?

Mr Mason—That is probably three years ago. | cannot comment about what has occurred
over the last year.

Senator WAT SON—Is your experience within the past three years?

Mr Mason—At that stage we only had three Dash 8s and they were all taken away to work
on one exercise, which so happened to be a Customs exercise.

Senator WAT SON—Who has the ultimate control—the Navy people or the Customs people?

Mr Mason—Obviously, at this stage theoretically the senior guy in Coastwatch does.

Senator WAT SON—Who is that?

Mr Mason—At the moment it is a Navy chap.

Senator WAT SON—Therefore, | submit, if it is a member of Navy personnel who has got
ultimate control, while that continues, there is not quite the same problem as if there is a

Customs type person who has been brought in with, say, six months training.

Mr Mason—But the mere fact that you have to bring in a naval guy to head an organisation
indicates a lack of professionalism within that organisation.

PUBLICACCOUNTSAND AUDIT



Friday, 18 August 2000 JOINT PA 37

Senator WAT SON—But there is an interchange where you call in specialist departments and
Navy is pretty integral in relation to this operation, isn't it?

Mr Mason—In recent times, yes.

Senator WATSON—That is the way it is moving. So do you think that as long as an Air
Force or Navy person has got this ultimate authority, we will not run into the sorts of problems
that you have highlighted in your submission?

Mr Mason—One would hope not but | cannot comment because | have not seen the
situation.

CHAIRMAN—You talk about how search and rescue and the normal operations of
Coastwatch will enhance the operation of the organisation. Have youiheRérfect Sorm?

Mr Mason—Yes, | have.
CHAIRMAN—Did you think that was a good example of well coordinated activity?
Mr Mason—I cannot really comment on that.

Mr COX—From your experience with the US Coastguard, they are part of the US defence
organisation, aren't they?

Mr Mason—That is correct. They are actually civilians in uniform until they come into
conflict; then they are military personnel. But everybody in that coastguard—the pilots, the
aircrew and everyone else—are all coastguard personnel. It is my belief that that is not the way
we should be going. | believe that the contracting out of the aerial services has been very
successful and professionally done. | cannot see why it cannot continue to be done that way.

Senator WATSON—Do you think there should be a person from the forces aboard every
surveillance aircraft or not?

Mr Mason—No. The surveillance done by Coastwatch is very different from military
aviation. | believe, as | said, they are very professional in everything | have seen. | guess | am
patting myself on the back because | did a lot of their training and the check-work on them. | do
not see that the military would add any value to their work.

CHAIRMAN—Lofty, thank you very much for coming and talking to us today and for
giving us your submission. When we bring down a report, which | expect will probably be in
the first quarter of next year, | will be delighted to send you a copy.

Mr Mason—Thanks very much for the opportunity to talk.

Proceedings suspended from 11.56 a.m. to 12.10 p.m.
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BEHM, Mr Allan John, Head, Strategy and Ministerial Services Division, Department of
Defence

CASAGRANDE, Group Captain Enrico Ermanno, Director, Operations and International
L aw, Department of Defence

CRANE, Commodore Russell Harry, Director General, Intelligence, Surveillance,
Reconnaissance and Electronic Warfare, Department of Defence

GATELY, Commodore, Warwick McL ean, Director General, Joint Operations and Plans,
Srategic Command Division, Department of Defence

McCOURT, Commander David Llewelyn, Saff Officer Grade One, Current Operations,
Northern Command, Department of Defence

McINTOSH, Commander Mark James, Survellance Coordination, Headquarters
Australian Theatre, Department of Defence

MOFFITT, Commodore Rowan Carlisle, Director General, Navy Capability, Performance
and Plans, Royal Australian Navy, Department of Defence

ROBERTS, Group Captain Geoffrey James, Director, Battlespace Management
(Aerospace) Air Force, Air Force Headquarters, Department of Defence

WARD, Dr Bruce Donald, Chief, Surveillance Systems Division, Department of Defence

WARNER, Commander Robin Margaret, Acting Director, Operations and International
Law Strategic Command, Department of Defence

CHAIRMAN—I now welcome representatives from the Department of Defence appearing at
today’s hearing. Thank you very much for coming along today. We thank you for your
submission which we have read. Mr Behm, do you have a brief opening statement you would
like to make before we proceed to questions?

Mr Behm—Yes, a very brief opening statement. You would understand that the size of our
delegation here indicates something of the complexity of Defence’s contribution to the
Coastwatch function in government. | would like to just touch on a couple of points in our
submission if that is okay. Firstly, on page 2, | remind the committee that the ADF makes a very
substantial contribution to Coastwatch in four main areas: patrol boats, aircraft surveillance,
intelligence and operational planning. | would put an emphasis on our support in the
intelligence area since we use the whole of the Defence intelligence asset to support
Coastwatch.

Secondly, turning to page 3, gives some emphasis to the approach that we have to Coastwatch
which is as a coordination body rather than the simple and more narrow description as a service
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provider body. Coordination is one of the great skills of Australian public administration and |
think Coastwatch is very eloquent testimony to that.

Thirdly, and | think very importantly for this committee’s consideration, is the point picked
up on page 4 of the Defence submission and that is the reference to new technologies. | think it
Is important to realise that a range of new technologies is emergent. Because Defence’s needs in
the broad extend further than those of Coastwatch that broad range of new and emerging
technologies, in our view, will be highly relevant to the way in which Coastwatch will continue
to operate into the future.

Fourthly, turning to page 5 of our submission, basically our view is that the current
arrangements are working very well and serve the purpose very adequately. In that context |
might just remind the committee that since the new arrangements were put in place Defence has
extended the professional training that goes to Defence Force officers who work under the
Coastwatch structures so that they are able to deliver their responsibilities in a fully professional
and coordinated way.

Finally, we come back to the point of coordination. In many respects our view is that at
present Coastwatch does represent something of a model coordination mechanism in its
operation. The Commonwealth, as you know, has a number of different other coordination
mechanisms, and the management, for example, of counter terrorism is done in exactly the same
way: through a coordination arrangement between the Commonwealth and the states and,
indeed, within the Commonwealth, the coordination of various Commonwealth bodies. | think
that Coastwatch is a very fine example of how different organisations can be brought together to
deliver a common result. That concludes my remarks.

CHAIRMAN—Thank you very much. Considering the very major contribution that Defence
makes to Coastwatch, including assets, personnel and, particularly, information—intelligence, if
you will—why would you not support Defence taking over the Coastwatch responsibility?

Mr Behm—I will start off an answer to this but | will certainly be inviting one or two of my
colleagues to contribute for the sake of completeness. Defence’s responsibilities extend beyond
the defined responsibilities of Coastwatch, but the fundamental reason we would not want to
take it over is that the responsibilities of Coastwatch also impinge on the responsibilities of a
good number of other portfolios for which Defence does not have the ambition to take
responsibility. | will refrain from any additional mirth and | was not intending to be funny, Mr
Chairman.

Senator HOGG—That was very good. You could repeat that at estimates.

Mr Behm—Only if invited, Senator. The point I am really making, though, is that
Coastwatch covers functions as different as fisheries, customs and immigration, and to take over
full responsibility for the function as distinct from contributing to a coordinated function is not
where we think Defence is best able to use its resources.

CHAIRMAN—The last witness in front of this committee proposed that Coastwatch itself
was too small an agency to be an effective coordinating body and that combining Coastwatch
with the search and research functions of the department of transport would provide a more
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viable organisation, if you will, to coordinate all those activities put together. Defence has arole
to play in search and rescue as it does to play in Coastwatch activities, across the full gambit of
what Coastwatch does. What would your view be on such an amal gamation?

Mr Behm—I could be terribly imprudent here, Mr Chairman. | will offer you a view on it but
simply based on the responsibilities that | personally have in the organisation. If you do not
mind | would invite my colleagues to comment, particularly if they have a different view. The
fundamental thing, | think, is that Defence, because of the vast range of its operational
capabilities, is able to make contributions to the wellbeing of the community in lots of different
ways. Defence supports Emergency Management Australia, for example, in drought relief,
flood relief and things like that. We certainly work very hard, most particularly the Air Force
and the Navy, in supporting either dangerous or very complicated rescues at sea, whether it is
the Sydney to Hobart or whether it is round-the-world yachtsmen. Defence uses its capabilities
to the delivery of those national responsibilities and we certainly would continue to want to do
that. As | said in response to your earlier question, we would not want to take it over and if it is
the view of other portfolios to go beyond coordination and cooperation and to give total
responsibility to one portfolio for a range of activities, if that were thought to be a better way to
go, | would not have a comment on that. Rowan or Russell, do you have anything to add?

Cdre Crane—I think | would support that. From my perspective, | think Defence looks to its
core functions as being in the war fighting arena. Clearly, as Mr Behm has said, when those
functions are applicable to support the community in other areas we are indeed keen to provide
those facilities, but | think we need to retain a focus on those core war fighting functions.

CHAIRMAN—I hear that, Commodore, but the question really was: does anybody have a
view that there might be advantages in combining the functions of Coastwatch and search and
rescue? You have a part to play in both. You are allowed to have a view.

Mr Behm—I think we would be neutral on it because we think the arrangement at the
moment works so well that we could cooperate with the players whoever they are and under
whatever authority they are operating. | think the main thing is that the coordination
mechanisms that have been developed over the last few years really do work very well and we
know how to work with them.

CHAIRMAN—How important to the Coastwatch activities is the US alliance, on a scale of 1
to 100? Have | asked an embarrassing question?

Mr Behm—No, | am trying to give you a reasonable answer to the question.
CHAIRMAN—I am not trying to breach any national security.

Mr Behm—No, not at all. At most levels | do not think that the US alliance is relevant to the
operation of Coastwatch. In the provision of intelligence, of course, some aspects of our
relationship with the United States are relevant. | would not propose to brief those in any detail
here, Mr Chairman, but those arrangements, particularly with respect to cooperation in high
level signals intelligence, are relevant to Coastwatch and, since the responsibility for that lies
with Defence, as | said in my opening remarks, Defence makes a pretty serious contribution to
the operational effectiveness of Coastwatch by using its full-scale intelligence resource. So in

PUBLICACCOUNTSAND AUDIT



Friday, 18 August 2000 JOINT PA 41

that very particular area of Coastwatch the aliance is highly relevant, but at the day-to-day
operational level | do not see it as being terribly relevant at all. | might invite Commodore
Crane on these sorts of matters to elaborate any of the points that I make, since the commodore
actually does have responsibility for the activity with respect to the US alliance in the
C4ISREW area of the department.

Cdre Crane—As Mr Behm has indicated, | do not see it as being particularly central to our
business with Coastwatch. Clearly our aim is to provide Coastwatch with as much information,
both in terms of situational awareness and in terms of support to their analytical capabilities, as
we possibly can. The majority of that is derived from information which we have ourselves, and
to that extent the alliance is not particularly relevant. Its relevance is more in relation to the
defence alliance.

CHAIRMAN—We explored this morning with Coastwatch the issue of what the Auditor-
General referred to as black flights but which Coastwatch prefers to refer to as unauthorised
aircraft movements. Coastwatch told us that, in order to try and come to some definitive
position on how many of these things there are or are likely to be rather than just relying on
anecdotal and scaremongering evidence, over two weeks in the Kimberley they had found one
that initially they did not identify and ultimately was identified as a pastoralist going about his
ordinary business. So out of two weeks we did not find any. Their operations currently under
way in the north will be completed and eventually we will get information about that. But it is
likely that the number of unidentified aircraft movements is substantially less than perhaps the
public would perceive. Does Defence see that there might be enough of a problem that JORN
coming on line in 2002 will materially assist us in identifying such possible incursions?

Mr Behm—I ask my colleague from NORCOM, Commander McCourt, to reply in the first
instance, and then Group Captain Roberts from Headquarters Air Force to support that.

Cmdr McCourt—At Headquarters Northern Command our intelligence branch has done an
analysis of black flights, UAM, over the last 10 years. | think the issue is twofold: firstly, that a
flight is unidentified; and, secondly, whether that flight is actually conducting any illegal
activity or not.

The breadth of the problem over the 10-year period is that we only have data where we have
been able to collect data. For example, the whole of the northern coastline of Australia is not
surveilled by radar 24 hours a day or indeed everyday or whatever. So what we have is a bunch
of data that was collected during major exercise activities in particular areas or, say, in areas
around Darwin where radars are operating all the time, we have good coverage there. Across
that 10-year period, we have been able to analyse the data down to a number of unidentified air
movements. By doing deeper analysis, we have been able to reduce the scale of the problem
such that we think we have a handle on what are potentially illegal activities. | would not like to
go into precise numbers there—

CHAIRMAN—You are not ready to share that information with us?
Cmdr McCourt—I think | am; certainly my boss is. But the issue is one of classification. |

would offer that, when the committee visits Headquarters Northern Command, the commodore
will give you an in-depth brief of what we have done and the results to date.
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CHAIRMAN—Part of the question that has not been addressed was, will JORN help you? |
should remind you that this committee has an ongoing interest in JORN. We did produce a
report on JORN and we have followed up on it. We have been to Longreach—to both the
transmitter and receiver sites—and we have recently visited RLM and have been updated on
where we are in terms of the programming and the integration of the operating systems.

Group Capt. Roberts—Just supporting the UAM contention that was given by Commander
McCourt, Defence really does not have any quantifiable data to support the UAM contention. |
think it was highlighted in the Commander’s previous words. We have limited areas that are
under surveillance, for example, the Cape York Peninsula is not under surveillance. So we have
no idea of the types of activity that do or do not occur in that area, with the limitation of the
microwave radar systems being at major locations and the Jindalee facility at Alice Springs
really being a fixed site. As you have alluded to, you have had briefings on the Jindalee and the
JORN system, with 45 degrees not being 24 hours a day, seven days a week. So it is very
difficult to actually come up with any sort of quantifiable data to say whether a high level of
UAM type of activity would or would not exist.

The JORN system, basically coming from the Torres Strait area around to the Learmonth
area, once it is up and operating will provide a surveillance coverage of that area. But it is but
one element of a layered system of surveillance systems and is, as you would have been briefed,
not a hundred per cent reliable as far as detection. There are also limitations due to ionispheric
aberrations that will limit its capabilities et cetera. The additional aspect with the JORN is that it
is budgeted for a certain operating period. Even the JORN system is not funded for seven days a
week, 24 hours a day for the full year. So there are limitations in the operating periods in that
particular asset.

CHAIRMAN—I do not think we knew that.

Group Capt. Roberts—But certainly it will provide assistance in trying to establish a better
database than we have now. One of the things with JORN is that it will detect and track but, of
course, it cannot identify. What it will do is set up normalcy patterns of activity for us and
maybe from those types of activities we might be able to come up with an identification. But
OTHR by itself does not identify. The information that it provides into other areas into centres
where it is combined with other information, such as flight plan information, air traffic control
information and intelligence, will provide some sort of identification of what is friendly or what
the particular contacts are.

Mr COX—Is it presently planned for defence to do that?

Group Capt. Roberts—It is being scoped that there will be air operation centres in which
intelligence feeds will occur. It is done mandrolically now through our regional coordination
centres—one is up in Darwin. Flight plan information, some intelligence information and access
are brought together. Air traffic control is brought together to identify those targets that have
been detected.

Mr COX—So there is an issue for government now as to whether that information and the
responsibility for dealing with it is going to be given to Coastwatch or another agency or dealt
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with by Defence. Obvioudy, if there is only a tiny amount of unusua activity, it might be
sensible for Defence to do it.

Group Capt. Roberts—The Jindalee contacts are fed to the regional coordination centre, of
which we have two—the one up in Darwin. That is then fed down into the air operations centre
in Headquarters Air Command at Glenbrook, which is just outside Sydney. That information is
also fed down into the Australian Theatre Joint Intelligence Centre where relevant contacts are
passed on to Coastwatch. Coastwatch will provide input into the type of tasking that they would
like from Jindalee—if that can be catered for—and that information is then passed back through
the ASTJIC, the joint intelligence centre.

CHAIRMAN—I thought Mr Cox’s question went more to the issue that, when you come to
grips with the degree to which unidentified aircraft movement is a problem, we still have yet to
deal with which agency will deal with the incursion, if it is believed to be illegal.

Cmdr McCourt—We did a workshop recently during an exercise that we conducted up in
Darwin. It was a multi-agency tabletop exercise looking at the UAM issue. The outcome of that
particular multi-agency table top was that it would be an issue that Defence might have a role
in, as has been discussed, but that we would not have primacy in it because it is essentially a
law enforcement function, rather than a Defence function.

CHAIRMAN—We have been told and submissions tell us as well that Coastwatch’s
activities in Australia largely deal with ships. There is no contiguous land. We have no bit of
land that borders with somebody else. If you are going to get here, you either get here by air or
by sea. Except for a few who attempt to scare everybody every once in a while, most of us think
that most of the problem is by sea, not by air. Most of the air problem comes in regular
commercial flights when people bring in people or when people bring in drugs and all kinds of
terrible things, rather than a little aircraft buzzing the coast. From what we have read so far, we
understand that most of the problem is a sea problem, not an air problem. Ultimately, the issue
of how you deal with an air incursion is different from how you deal with a sea incursion. If you
have already crossed the border, then it is a domestic issue. Is that right?

Mr Behm—Of course we would agree with that. The issue for Defence is it properly within
Defence’s powers to do anything other than to cooperate with the ordinary civil agencies. What
we would seek to do with JORN, as with everything else, is to make sure that we do cooperate
to the fullest extent with the civilian agencies, whether it is the Civil Aviation Authority or the
police or Coastwatch. | dare say the government may well want to consider further actions
about unidentified air movements. Defence would certainly work with whomever has
responsibility for that part of government’s interest.

Mr COX—But there is no clarity at the moment as to who that is.
Mr Behm—I think that is true.
CHAIRMAN—Indeed, this committee might have a view at the end of this inquiry.

Mr Behm—Indeed.
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Senator GIBSON—Back to ships. Your Fremantle patrol boats are a very important part of
the Coastwatch program. Earlier today Coastwatch said that those 1,800 days of your patrol
boats per annum represent about 80 per cent of their normal operational shipping time per
annum. From Defence’s point of view, if you had your druthers, is it a good time to train people
when they are out on Coastwatch? Is it a sensible Defence activity?

Mr Behm—I think that is an excellent question. Commodore Rowan Moffitt is in the best
position to answer it.

Cdre Moffitt—The patrol boats, in the way we use them at the moment, provide a very
valuable service for Navy in that they are an extremely important training ground as a vessel for
our younger officers. It allows us to put younger officers into command positions at a much
earlier age than would otherwise be the case. Not only that, it allows us to gain experience at an
early stage in an officer’s career in an important area of operations around Australia. So, in that
context, the activities that the patrol boats are involved in with Coastwatch do contribute
significantly to the health of the Navy overall in an area which is important to us. The nature of
the operations that they are involved with, in a military sense, are relatively simple seamanship
type evolutions—surveillance, interception, boarding and search—and are also important
mariner skills training grounds for us.

Senator GIBSON—Given that, from the nation’s point of view, we want both the Defence
function and the Coastwatch function, | hope both of those objectives are in the forefront of
your minds when you look at the options for a possible replacement vessel for the Fremantle
class.

Cdre Moffitt—I can assure you that they are certainly very much in the forefront of our
considerations. | can, if you wish, talk a little more on the current state of our plans in relation
to the future of the Fremantles.

Senator GIBSON—Thank you, that would be good.

Cdre Moffitt—As you may be aware, the first of the Fremantles entered service in 1980,
with a design life of 15 years. They have had a four-year life extension, but even that makes the
oldest of the vessels more than 20-years old now. A couple of years ago we investigated doing a
life of type extension for them, and that had been a project approved by government for us to go
ahead with. Developments since that approval have led us to believe that it is not a cost-
effective option, so we are now reviewing that; in fact, we are in the early stages of a project to
acquire a commercially built commercial standard of construction vessel to replace the
Fremantles. This is an issue which should surface in the context of the Defence white paper
which is under development at the moment. We would hope that that vessel, should it be
approved by government, might enter service some time in 2002, or towards the end of 2002
perhaps, depending on the type of vessel, where it is built and the capabilities of the builder.

The vessel that we are seeking to acquire will be in many respects similar to the Fremantle
class, although we will seek to enhance some of the specific capabilities that are there—for
example, we would hope that the vessel will be a little larger because that will give us a
significantly improved sea keeping capability. We will also be seeking a vessel that has two,
rather than one, embarked small boats. There are reasons why that was not the case with the
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Fremantles. It was a technology and whatnot development over the time, also coupled with our
experience in the field. Those characteristics, whilst they will be characteristics that enhance the
military capability of the patrol vessels, will also, coincidentally, make them significantly more
capable in the Coastwatch sense.

Senator GIBSON—You mentioned slightly larger vessels, which implies higher costs and
perhaps a fewer number. Is that true?

Cdre Moffitt—We would think, given that on this occasion we are going for a boat built to
commercial standards rather than military standards, generally speaking that will hopefully
bring the overall costs—acquisition and operating costs—down in comparison with the
Fremantle. It will also make the vessels much more supportable in the northern areas of
Australia than the Fremantles are with their high-tech equipment.

Senator WAT SON—Is there a close and frequent two-way communication between Defence
and Coastwatch?

Mr Behm—The answer is yes. | will ask Commander Mclintosh to deal with that question.

Cmdr Mclntosh—There is a growing development of liaison that has progressed really since
1988. My position originally was as the one liaison officer. Over the years, we have progressed
to the process we now have in place where there is strong liaison between all of the agencies of
Defence and Coastwatch here in Canberra and in the regional centres of Coastwatch as well.

Senator WAT SON—How frequent would that communication be?

Cmdr Mcintosh—Formally, there is communication on a monthly basis to look at
programming schedules. There is a bimonthly formal liaison which looks at the client agencies’
bids and coordinating government department requirements through Coastwatch, and the assets
of Defence and other agencies that provide services to Coastwatch. On an informal level, liaison
occurs almost on a daily basis. Within the NORCOM organisation, Coastwatch officers actually
work within the NORCOM headquarters. With the links that we have now in both computers
and intelligence, we are able to share information with great ease. For all intents and purposes,
the liaison between Coastwatch and Defence is relatively seamless. There is no difference. We
operate both on the secret high system which allows us to transfer information at the secret level
with great ease.

Senator WATSON—So if there is an issue that the Rear Admiral can identify as maybe
having a Defence interest, he would communicate that immediately to Defence?

Cmdr Mclntosh—Yes.

Senator WAT SON—Thank you. A criticism of Coastwatch has been that the detailed flying
patterns are determined by civil customs officers with often fewer than three years experience in
the post and with no aircraft flying experience. Would you support the employment of people
with aviation experience—not necessarily from the defence department; they could come from
the contractors—performing such duties as determining flying patterns? The criticism has been
that there perhaps is a need for more personnel with aviation experience determining flying
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patterns, rather than bringing people up with three-year rotating customs officers often with
fewer than three years experience. There have been incidents which could have been avoided if
these sorts of patterns had been determined by aviators rather than by civil customs officers. |
am not suggesting of course that the customs officers do not have the input as to where there is
aneed in determining flying patterns and the like.

Mr Behm—I might say that sounds a bit to me like a domestic management issue for
Coastwatch, but | am sure that my colleagues here would have a view on that matter. | will ask
Geoff if he would care to deal with that question.

Group Capt. Roberts—There is no doubt that an aviation background in looking at putting
search patterns up in terms of the types of conditions you are going to fly in would assist in the
development of search patterns, but the basic training required there is actually training in
conducting search areas. AMSA, for the civil air search type capabilities, have a course in
which they look at training people in search techniques or surveillance techniques. The main
crux of the matter is that training in that area is probably required in developing the ability to be
able to plan and run searches. Given that it can be known that aircraft will operate on certain
parameters at certain search speeds, and the types of inputs in developing a search leg or a
search area, training in that and developing a search plan are what is really required. That may
not inherently come from being an aviator.

Senator WAT SON—It certainly would assist, wouldn't it, because it does take time to train a
civil person from the dog handling area in Customs to determine patterns of flying to identify
objects at sea.

Group Capt. Roberts—It is a speciality in itself. In fact, in the Air Force we have that
speciality in maritime patrol group and we train people to specifically be able to conduct
searches for a variety of targets, whether it be a surface vessel or a subsurface vessel. Again, we
have another speciality in airborne early warning, in which they will set up search patterns and
conduct a search. But they are specialities; they are not inherent in the fact that a person is an
aviator. It is the training that they must undergo. What we are really looking at here is putting
appropriately trained people in Customs, rather than just saying, ‘We need aviators in there.’

Senator WATSON—What you are essentially saying is that the overall operating
performance of Coastwatch could be enhanced greatly by putting trained Air Force type
aviators in such roles?

Group Capt. Roberts—I do not know what their performance level is right now, so | do not
have a benchmark to go against, but one would imagine that—

Senator WAT SON—Other things being equal.

Group Capt. Roberts—Rather than saying Air Force aviators, | would say suitably trained
people in the conduct of surveillance planning.

Senator HOGG—Does the fact that Coastwatch is not part of Defence in any way limit the
intelligence that is passed on to Defence by those friendly countries with whom we exchange
intelligence? Do we know that?
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Mr Behm—I cannot think of any way in which it would limit the two-way flow of
information or intelligence. Certainly, in other areas of government, apart from Coastwatch,
where we have international coordination arrangements, there is no limitation, and | cannot see
a priori that there should be any relating to Coastwatch either. We operate under the secret high
system, so it would, in most circumstances, be either raw intelligence at that level or processed
intelligence that has been classified at that level, which would describe the boundaries of stuff
that goes on the system. For intelligence of higher classification than that, there would be no a
priori reason why that could not be made available to Coastwatch as well. My expectation
would be that on a needs basis it would be. If | could ask for a bit of expansion from
Commodore Crane, that will fill out the question.

Cdre Crane—Senator, that is correct. Coastwatch have a facility available to them and they
have people available within the Coastwatch organisation who are suitably cleared to receive
information at many levels of classification. With those arrangements in place, there is no
impediment at all to Defence passing information to Coastwatch and, therefore, no impediment
on that information coming to us from many other sources.

Senator HOGG—I was just wondering whether the fact that Coastwatch was not part of
Defence was an inhibitor to some of the other sources passing on information.

Mr Behm—We certainly have not experienced or are aware of any of that occurring.

Senator HOGG—Is there any occasion when the priorities of Coastwatch get in the way of
the priorities of Defence or vice versa? Recently there was the East Timor situation, and | am
just wondering if Defence gets to the position where it has to say, ‘We have certain Defence
priorities which must be fulfilled’—whether it be in terms of intelligence, vessels or whatever it
might be—‘and we cannot allow the priorities of Coastwatch to get in the way.’ It could happen
in reverse as well.

Mr Behm—If | could provide part of an answer at the policy level and then | would like to
ask Commodore Gately from Strategic Command Division if he would elaborate on what
actually happens on the floor. Defence always tries to accommodate all the tasking that it can
actually accommodate, and often you can do more than one thing at once. Very often what you
seek to do is to fit a task within the total time available for whatever the operation is. You may
not specifically mount the operation to meet that task, because you may in fact be mounting the
operation for another purpose, but you fit the task within it. That is very commonly done all
around the world. Where you apparently have clashes in priority, they are worked out by
ensuring that it is not the clash in priority that prevails but maximising the opportunity to get
everything that you want done. From a policy point of view, that is how we operate within the
Defence operational environment. When it gets down on the floor, | dare say from time to time
things do get in the way. Perhaps Commodore Gately might deal with that.

Senator HOGG—If you could give us some examples, that would be interesting.

Cdre Gately—I will just pick up on that theme that Mr Behm mentioned. It is certainly to do
with what we call ‘multi-role’. Most of our assets in the ADF are multi-role and you can use
them in a number of different activities at any one time. To look at Timor, the patrol boat
commitment and the P3 commitment to Timor was fairly limited. That activity did not detract
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from their contribution to the civil surveillance effort by virtue of the nature of the activity in

Timor. From my experience, there has not been a clash of priorities for Defence and
Coastwatch. Perhaps another issue—and it is probably outside the scope of this—is the move
from a period of peace to a period of tension to a period of hostilities and what role Coastwatch
can play in the contribution to that. Of course, we have not gone to that, but that has been the
subject of some debate over many years. | have no experience at this point in time where there
has been a clash. | would say that the multi-role nature of the assets that we have allow us to
achieve most of the tasks, bearing in mind the 1,800 patrol boat days and the 250 P3 hours
which we commit to and meet and occasionally exceed. In summary, there has been no
experience of it. | think multi-role covers that.

Senator HOGG—Are there any contingency plans with respect to how Defence priorities
would fit in with the priorities of Coastwatch under those changing circumstances? | am not
asking for a detailed plan. Is there a broad approach that has been developed?

Cdre Gately—In general terms, a broad approach would mean that we would value the
contribution of Coastwatch to the national surveillance plan in any period that built up to a
period of tension. Withdrawal of Coastwatch assets at that stage would make it difficult for us to
cover the vast areas to the north in particular.

Mr COX—I want to go back to the Fremantle patrol boat replacement issue. A few years ago
Defence was looking at replacing the Fremantles with an offshore patrol craft with a helicopter
capability. We heard some evidence this morning that that would have involved reducing the
number of vessels from 15 to six and the number of hours available for the civilian task from
1,800 to 1,200, at least in the concept of the project at that time. Has that project entirely been
dismissed in the context of the current white paper, or is it a competing possibility with the
replacement that you described earlier in this hearing?

Cdre Moffitt—The vessel that you are talking about—and that project—was part of a joint
venture with Malaysia. Malaysia chose not to go ahead with that, and that caused us to
reappraise our situation. There is no plan to proceed with that type of acquisition at the moment.
Our interest is focused on a vessel of similar nature to the Fremantle class patrol boat to replace
that vessel, being within the context of the current white paper. The decision not to go ahead
with the earlier class—the OPC, the offshore patrol combatant—was taken some years ago and
is not in the context of the current white paper thinking at all.

Mr COX—So the white paper is not contemplating a vessel of that capability?
Cdre Moffitt—Not to my knowledge, no.

Mr COX—You said it was going to be a commercial standard of boat. What sort of threat
assessments have you done in relation to the risks that those boats might face, at least in the
civilian role?

Cdre Moffitt—In terms of specific threat assessment, | suspect we probably have not done a
formal analysis. We are very familiar with the type of activity that these boats are going to be
involved in and we understand well the potential threats that they face. Those threats are
absolutely minimal. If your question is towards the issue of construction to commercial
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standards rather than military standards, there is a different line of thinking associated with
that—if you would like me to pursue that one.

Mr COX—You have dealt with the first one reasonably and | will come back to the
armaments in a minute. If you would like to pursue the second one, | would be most interested.

Cdre Moffitt—The construction of vessels to military standards in large measure goes to the
ability of those vessels to absorb combat damage and to continue with the mission. In a vessel
of the size of a patrol boat, that becomes irrelevant. The damage that can be inflicted on a vessel
of that size by military style combat activity would be such as to stop it doing its mission very
easily whether it was mil. spec. or commercial standard build. To that extent the additional cost
that is associated with building a vessel to military standards is not really justified in a vessel of
that size. Furthermore, as for building a vessel to the set of rules of a commercial classification
society—Lloyds and there are various other classification societies which establish rules by
which vessels are built in commercial terms—those rules, in some respects, make the vessels
more robust than mil. spec.

Mr COX—What sort of respects?

Cdre Moffitt—You would expect, for example, that the size of the hull plating used to satisfy
commercial standards, where they are looking for long life and low maintenance, would
probably be thicker than that for a vessel built to military specifications. We would certainly
expect that to be the case in any of the comparable vessels that we would be looking at to
replace the Fremantles. Those sorts of things go to a more robust hull design and construction
than would be the case with a comparable mil. spec. build of vessel.

Mr COX—What sorts of armament capabilities are you contemplating putting on these
replacements?

Cdre Moffitt—At the moment we are seeking to have an armament similar to that fitted to
the Fremantles. That would probably be two 50-calibre machine-guns, manually aimed and
manually fed. They are a relatively medium sort of capability standard military weapon and
they are in service with the Fremantles now. We are considering a 30-millimetre stabilised
mounting to replace the late thirties-early forties vintage 40-millimetre gun that is fitted to the
Fremantles at the moment. Such guns are now just beyond cost effectiveness to maintain and
they have effectively a very limited capability in the context of the way we use the vessels or
would use the vessels in a military sense.

Mr COX—Apart from demonstrating to anybody who was seeking to run away that they
were facing an adversary with a substantial amount of military capability—by that | basically
mean bluff—are those sorts of armaments at all useful in a practical sense in the worst sort of
contingency that you could imagine in the civilian role?

Cdre Moffitt—In the worst imaginable, yes they are—and | am talking now specifically
about a gyrostabilised medium-calibre gun of the nature of a 30-millimetre gun. Unlike the
large gun that is fitted to the Fremantle class patrol boats, the current generation of modern
smaller calibre weapons like that gives you an ability to have a high confidence level of hitting
what you are aiming at, in simple terms. The 40-millimetre gun that is fitted at the moment is a
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long way from that—believe me. What that means is that in an extreme set of circumstances we
could use the gun to fire into a vessel, as has happened—