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DUTIES OF THE COMMITTEE

Section 8.(1) of the Public Accounts Committee Act 1951 reads as
follows:

Subject to sub-section (2), the duties of the Committee
ares

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

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

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

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

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

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

and include such other duties as are assigned to the

Committee by Joint Standing Orders approved by both Houses
of the Parliament.

(iv)

PREFACE

This report presents the response of the Department of
Defence and other relevant departments to Report 243 — Review of
Defence Project Management together with the Committee's comments
on the response.

Since 1952 formal procedures have been in operation to
ensure that appropriate iction is taken in response to each of
the Committee's reports.* These procedures involve the
preparation of a response, known. as. a Department of Finance
Minute, as follows:

1. The Committee's report is tabled in the
Senate and the House of Representatives.

2. The Committee's Chairman then forwards a copy
of the report to the responsible Minister and
to the Minister for Finance with a request
that the: report be considered and the
Chairman subsequently informed of action
taken and planned to address the Committee's
recommendations.

3. The reply, in the form of a Department of
Finance Minute is then examined by the
Committee and submitted with comment as soon
as possible as a report to the Parliament.

This Finance Minute was received in September 1986,
seven months after the tabling of Report 243. At the time the
Conmmittee was engaged in its follow-on inquiry into Aspects of
Defence Equipment Support. Volume One of the report of that
inquiry (Report 263) was tabled in November 1986. A number of
issues raised in Report 243 have been considered further in
Report 263.

The Committee welcomes this response. Fifty of the 68
recommendations in Report 243 have been accepted. However, the
Committee is concerned that a number of important recommendations
relating to the scrutiny of major defence equipment proposals,
contracting matters, the selection of senior project managment
personnel and reporting to Parliament on the defence capital
equipment program have been not accepted or only partially
accepted. The Committee finds the reasons advanced for the
rejection or qualified acceptance of recommendations
unsatisfactory. It strongly urges that the recommendations be
re-considered.

1. Formal responses to the Committee'’s Reports are not prepared
in the case of discussion papers, handbooks and the
Committee's annual report.

(v)



The Committee does: not agree with the inference the
Minister and the Department have drawn from a number of its
recommendations (specifically Recommendations 56 and 66) that the
Committee was proposing to adopt an executive role in the
management of the Department of Defence. Reading Report 243
indicates that this is not the case. The Committee refers the
Department to the evidence it gave the Committee and the
Committee's Act, specifically section 8 (duties of the
Committee), section 10 (power to take evidence) and section 18
(false evidence).. .

CHAPTER

The Committee is seeking progress reports on two
measures taken by the Department, namely on action taken to
reduce the unacceptably long civilian recruitment lead times in
the Department (Recommendation 56) and on the results of the !
Department's proposed investigation of the feasibility of 1
introducing a comprehensive resource costing system
(Recommendation 66). A comprehensive costing system, the
Committee believes, should allow the costs of Departmental
management resources to be: allocated to individual projects and
help minimise time-consuming management procedures. The Committee
awaits the Defence response to these important recommendations.

In its comments on the Finance Minute the Committee has
clarified a number of recommendations at the request of the
Department of Defence and the Australian Audit Office.

Because of the importance of the issues raised, the
Committee intends to maintain its interest in Defence project

management.
For and on behalf of the  Committee, - ) 2
3
R E Tickner, MP
Chairman
M J Talberg
Secretary

Joint Parliamentary Committee of Public Accounts
Parliament House

Canberra  ACT

25 February 1987
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CHAPTER 1

COMMITTEE COMMENT ON THE GOVERNMERT'S
RESPONSE TO THE 243RD- REPORT

. Introduction

. Observations of the Minister for Defence
Scrutiny of Equipment Requirements

and Acquisition Proposals

Contracting Issues

Personnel Management Aspects
Accountability

Clarification of Information

The Basic Pilot Trainer Aircraft Project

Introduction

1.1 This chapter comments on the Department of Finance
Hinute (refer Chapter 3) responding to the Committee's 243rd
Report. The Department of Finance Minute was received by the
Committee on 23 September 1986,

1.2 Overall, the Committee is pleased with the acceptance
of the bulk of its recommendations although it notes with some
concern that 18 of the 50 accepted recommendations have been
accepted on an in principle basis only. Although Report 243 was
highly critical of Departmental management procedures and
practices the Committee's criticisme were intended to be
constructive. The Finance Minute has generally responded
positively to the Committee's criticisms.

1.3 The Finance Minute details the Government's acceptance
of 50 of the Committee's 68 recommendations. Seven
recommendations were partially accepted and nine not accepted.
One recommendation is still being considered (Recommendation 65).
Of the nine recommendations not accepted, three (Recommendations
56, 66 and 68) were referred back to the Committee for
clarification and re-submission.

1.4 The Committee is very disappointed with the rejection
or partial acceptance of a number of important recommendations,
in particular the responses to its recommendations relating to:

. the. internal scrutiny of major equipment
proposals;

. conﬁracting‘matters;



. the recruitment and retention of project
management personnel; and

. reports to Parliament on the major defence
equipment program.

1.5 The Committee is surprised at the interpretation placed
on Recommendations 56, 66 and 68, The Committee has clarified its
position on these recommendations herein and looks forward to a
considered response to the substance of these recommendations.

1.6 The Committee also expects, in due course, a response
from the Department of Finance to Recommendation 65 concerning
that Department's review of the methods used by the Department of
Defence to monitor changes in project costs.

1.7 The Committee notes the areas of misunderstanding in
the Report suggested by the Department of Defence and the
Attorney-General's Department. Their submission identified two
errors in Report 243, However, these errors are not material to
the Committee's findings or recommendations. 'The Committee
rejects the inference of the submission that the Report contained
misleading information and the suggestion that there were other,
less substantial areas of misunderstanding in the Report. The
Committee believes that the Department of Defence should examine
more closely the evidence it gave the Committee. Each of the
matters raised in the submission (refer Appendix A of Finance
Minute, Chapter 3) is addressed in the final sections of this
Chapter.

Observations of the Minister for Defence

1.8 In a letter to the Minister for Finance accompanying
the Departmental Response the Minister for Defence commented
that:

1. many of the recommendations have been adopted in
one form or another wunder the Department's
organisational arrangements for the Capital
Procurement Organisation and the Defence Purchasing
Organisation;

2. a number of recommendations would require
substantial changes to the existing organisation of
the Department but because the current arrangements
for capital procurement and purchasing have only
been in place a relatively short time now was not
the time to vary the arrangements; and

3. in some of its recommendations the Committee was
proposing a role in the executive management of the
Department in that it asked the Department to
report direct to it on a number of issues.

1.9 The Committee is pleased to note that a large number of
its recommendations have been adopted or have become standard
practice during the course of the inguiry.

1,10 However the Committee is disappointed that a number of
its  recommendations, particularly those bearing on the
Departmental scrutiny of equipment acquisition proposals, have
been not accepted or partially accepted. In drafting these
recommendations the Committee took into account the need for the
new organisational arrangements for capital procurement to settle
and to be judged in the light of their performance. The Committee
believes that the centralisation of capital procurement
functions, the simplification of project organisational
arrangements and the delegation of greater authority to project
directors envisaged by the Department of Defence when it
established the Capital Procurement Organisation needs to be
pursued more thoroughly than was evident in the announced
arrangements for the Capital Procurement Organisation.

1.11 It is especially important that the initial definition
and planning stages of projects are adeguately managed. Thisg
requires assigning the Capital Procurement Organisation (CPO)
greater control over the initial phases of the development of
projects and clarifying the delineation of responsibilities
between the CPO and the Service sponsor. In the past there had
been a tendency for Service sponsors and functional areas of the
Department to maintain undue control over the technical aspects
of projects with substantial detriment to project costs and
schedules.

1,12 The Committee hopes to review the performance of the
Capital Procurement Organisation at a later date. A number of
current major projects such as the New Submarines project may
provide good case studies.

1.13 The Committee does not agree with the inference the
Minister and the Department have drawn from a number of its
recommendations (specifically Recommendations 56 and 66) that the
Committee was proposing to adopt an executive role in the
management of the Department of Defence. Reading the Report
indicates that. this is emphatically not the case. The Committee
refers the Department to the evidence it gave the Committee and
the Committee's Act, specifically section 8 (duties of the
Committee), section 10 (power to take evidence} and section 18
(false evidence). The Committee is seeking progress reports on
two measures taken by the Department, namely on action taken to
reduce the unacceptably long civilian recruitment lead times in
the Department (Recommendation 56) and on the results of the
Department's proposed investigation of the feasibility of
introducing a comprehensive resource costing system.
(Recommendation 66). A  comprehensive costing systenm, the
Committee believes, should allow the costs of Departmental
management resources to be allocated to individual projects and
help minimise time-consuming management procedures. The Committee
awaits the Defence response to these important recommendations.



Scrutiny of Equipment Requirements and Acquisition Proposals

1.14 In Recommendations 2 to 8 the Committee proposed a
number of changes to Departmental organisational arrangements and
decision-making procedures-and processes to:

. increase the control of the CPO over the
initial phases of the development of
projects;

. improve the quality of information available
to decision-makers especially that allowing a
fuller consideration of cost saving options;
and

. improve: the documentation of project
decisions,

1.15 The Department has not accepted Recommendation 2, that
Staff Targets submitted to. the Defence Operational Requirements
Committee (DORC) incorporate preliminary cost estimates of
proposals based on whole of life costs, and Recommendation 7,
that the endorsed Staff Target be reviewed in the 1light of
project definition studies before endorsement as a Staff
Requirement. Recommendation 3, that the gquality of project
feasibility studies be monitored by the Defence Central Studies
Unit, and Recommendation 4(a), that sole responsibility for
advancing a project from acceptance into the Five Year Defence
Program (FYDP) to project approval be transferred from the
Service sponsor to the CPO, were only partially accepted. The
Department considered that these changes were either not
necessary or inappropriate as:

. the Major Equipment Proposal considered by the
Defence Force Structure Committee was the more
appropriate document for cost estimates (the main
purpose of the Staff Target was to initiate
technical feasibility studies);

. the Staff Requirement was in effect the Staff
Target reviewed as the result of studies and
analysis;

. the Central Studies Unit had limited resources and
other responsibilities; and

. placing sole responsibility for progress of a
project through the FYDP on the CPO would put undue
emphasis on procurement aspects at the expense of
force development and force structure aspects.

1.16 The Committee finds these responses unsatisfactory. The
recommendations flow from the Committee’s findings that:

. . there was inadequate evaluation of whole of
life costs, cost effectiveness and technical
risks at the stage where basic equipment
options were considered, ie the scrutiny of
the Staff Target;

. these studies when undertaken were not always
satisfactory;

B the separate consideration of military
requirements by the ©DORC and resource
programming by the FSC carried with it the
danger that the availability of funds would
dictate the final equipment decision; and

. if the CPO does not take responsibility for a
project throughout the procurement process it
is difficult to see who will take that
responsibility, CPO emphasis on procurement
is a function of its organisation and should
not be at the expense of force development
and force structure.

1.17 The Committee believes that all options including
non-equipment options should be considered at the project
feasibility stage and that that consideration should address
economic and technical issues. Technical proposals shauld not be
advanced in isolation from economic or resource considerations.
The Committee believes that its recommendations, taken as a
whole, would not lead to 'undue emphasis on procurement aspects’.
Recommendations 2 to 8 need to read in association with
Recommendations 47 to 52 which were designed to give the CPO
responsibility for managing the project definition stage on
behalf of Service sponsors under arrangements which would
safeguard the interests of sponsors but at the same time provide
for:

. the better management of project definition
studies than had existed in the past; and

B the conservation of scarce project evaluation
resources.

1.18 Inadequate project definition had been responsible for
much of the lack of success in a number of projects examined by
the Committee,

Contracting Issues
1.19 The Committee made a number of recommendations aimed at

achieving a better protection of the Commonwealth's interests in
Defence contracts (Recommendations 22 to 29),



1.20 The Department of Defence did not accept three of these
recommendations, that: ,

. current excusable delay provisions be reviged
to precisely specify the events for which
claims can be made and <the period for
consultation to resolve claims'
{Recommendation 27); .

. wherever possible, use be made of commercial
contracts rather than Foreign Military Sales
arrangements for US-sourced equipment
(Recommendation 29); and

. a quality management program be commenced to
ensure that all local suppliers of items of
major equipment comply with- Australian
Standard AS 1822 by the end of 1987
(Recommendation 35).

1.21 Defence argued that:

B it was impracticable to list all conceivable
events which might cause contract delay and
that the current standard excusable delay
clause was effective and flexible;

. US Foreign Military Sales arrangements were
in some instances the most economical and
effective purchasing arrangement and the most
appropriate purchasing arrangement was
considered as a matter of course for each
project; and

. complete. insistence on compliance with.
Australian Standard 1822 may in some areas
involve unjustifiable costs.

1.22 The Committee finds these responses unsatisfactory.

1,23 Although the Committee was encouraged that the new
pro-forma contract provided a more effective excusable delay
clause it was concerned that the Department had misunderstood the
recommendation. The Committee was not asking the Department to
prognosticate but to address the classes of events likely to
result in delay claims in future contracts to avoid the
contracting difficulties which befell, for example, the
HMAS Success project.

1.24 The Committee agrees that Foreign Military Sales may in
some circumstances be the most economical and effeétive
purchasing arrangement. However, it believes the present levels
of use are too high and should be reviewed. The Committee was
recommending the establishment of a general principle here
regarding commercial contracts. The Department has not addressed
this general principle in its response ~ rather it has only
discussed the desirability of US FMS arrangements 'in some
instances', 6

1.28 The Committee is particularly concerned with the
Defence response on the application of quality assurance
standards. The Committee is aware of the Department's concern
about the quality performance of many local suppliers, only a
fraction of whom had quality control systems registered as
meeting Australian Standards. Poor supplier quality performance
imposed considerable costs on some of the projects reviewed by
the Committee. The Department has misunderstood the Committee's
recommendation. The Committee recommended the Department use
commercial specifications and not military specifications as the
latter are often more difficult and expensive.

Personnel Management Aspects

1.26 The Committee made a number of recommendations with the
object of improving the quality of project management personnel
(Recommendations 53 to 63). In particular, the Committee proposed
that selection criteria for senior Defence project management
personnel stipulate prior project management experience and
training (Recommendations 53 and 54).

1.27 The Finance Minute response only partially accepted
these recommendations. BAlthough experience and training in
project management are important, senior personnel should
continue to be selected in accordance with the requirements of
the individual project. The Public Service Board was concerned
that adoption of Recommendation 54 could result in a narrow
approach to the selection of senior project management staff, The
requirement for experience and training in project manadement
could cause selection committes to overlook talented people from
other backgrounds who have the skills and abilities to undertake
project management work.

1.28 The Committee £inds the Public Service Board response
unsatisfactory. The Board’s response appeared to have been
drafted with little understanding of the Committee's Report. The
Committee's Report and minutes of evidence demonstrate that
project management in Defence and other organisations requires
special skills not required in general management situations.
According to all authorities on the subject known to the
Committee, these skills- can only be developed on the job and by
appropriate training. The Board's concern that the adoption of
the recommendation could lead to a narrow approach to staff
selection is surprising in view of the emphasis the Committee
gave to increasing the use of project management skills from
outside Defence and the public sector (refer Recommendations 20
and 55).

1.29 The limited experience and training of Defence project
management personnel and the lack of career paths to retain
skilled project management personnel were matters of considerable
concern to the Committee. The Board's apparent 1lack of
appreciation of the needs of project management in the
Commonwéalth sector was also evident in its equivocal response to
Recommendation 61, that it consult with Defence and other
relevant Commonwealth agencies to develop a Service-wide career
path for civilian project management personnel. The Committee

7



believes that the implementation of these and  other
recommendations would greatly assist the development of needed
project management skills in Australian industry generally.

Accountabjlity

1.30 The Committee recommended that the Department of
Defence submit a detailed annual report to Parliament on its
major capital equipment program (Recommendation 67). The
Department did not accept this recommendation arguing that the
matters the Committee wished reported are dealt with already in
the Appropriation Bills and supporting documents and that the
preparation of such reports would be costly.

1.31 The Committee is most dissatisfied with this Defence
response. It fully concurrs with the accompanying comment of the
Department of Finance that the Appropriation Bill and supporting
documents, taken together, do not provide the information the
Committee sought to have presented to Parliament in the terms
indicated at Recommendation 67(a), (c) and (d) and that
information of the type outlined in Recommendation 67 should be
of significant assistance to all those involved in the scrutiny
of progress and costs of major defence capital acquisitions. The
Committee considers that the Department of Finance should pursue
this matter vigorously with the Department of Defence.

1.32 In Recommendation 68 the Committee proposed that the
annual reports on the Defence major capital equipment program be
referred to the Auditor~General for investigation and report
should the project costs escalate by more than fifteen per cent
per annum. The Australian Audit Office in a comment appended to
the Finance Minute (Appendix B Chapter 3) questioned whether the
Committee had intended that the recommendation constitute a
direction by the Government to the Auditor-General. Although the
Audit Act allowed for such direction, the Audit Office believed
that a mandatory requirement to review all Defence projects which
experienced cost escalation above a specified rate would severely
constrain Audit resources and be unnecessarily restrictive of
Audit investigation.

1.33 The Committee accepts the BAudit Office response and
concurrs with the Audit Office suggestion that Recommendation 68
be re-drafted to read:

'The reports be referred to the Auditor-General
for consideration and subsequent investigation angd
report on any projects where he may deem it
appropriate to do so.!

Clarification of Information

1.34 In an appendix to the Finance Minute (Appendix a,
Chapter 3} the Department of Defence and the Attorney~-General's
Department set out what they perceived to be some areas of
misleading information contained in the Report. Four areas were
addressed:

(a) cost over~runs;

(b) contracting issues;

(c) the P3C Project; and

(@) the role of the Force Structure Committee.
(a) Cost Over~-runs

1,35 Defence considered that the Report provided misleading
information on the extent of cost over-runs on the FFG Guided
Missile Frigate and the HMAS Success projects.

1.36 Figure 2.2 (Volume 1, page 15 of Report 234) portrayed
a real cost over-run on the FFG project of 177.3 per cent.
However, it was misleading to compare the opening cost estimate
of the project with the final cost because of the significant
variations to the project over its 1life, in particular the
acguisition of a further two ships, the revision of the
capability requirements for the ships' helicopters and subsequent
developments in anti-ship missiles.

1,37 The summary of the history of the HMAS Success project
at page 69 of Volume 2 of the Report unfairly compared the
initial cost of the ship only ($68 million) with the final cost
of the ship plus associated support ($197.7 million). The
expected final ship only price was $95 million,

1.38 The Committee accepts the need to qualify comparisons
of initial and final project costs with reference to changes in
the project. The comparison of an initial ship only cost with a
f£inal total project cost in the case of the HMAS su.cce.ss project
is regretted. The final project cost of $197.4 million should
have been compared with the initial approved total project cost
of $73.2 million (see page 2828 of the Minutes of Eyidencg).
However, the Committee rejects the charge of providing mlslez_ldlng
information in relation to the FFG project. Figqre 2.2 simply
reproduced information provided by the Department in response to
the Committee's specific request for details of real and nominal
cost over-runs on the sixteen projects examined by the Committee.
Diagram 2.2 and the Committee’s subsequent discussion of the FFG
project (see Volume 2, paragraphs 2.13 to . 2.15)  fully
acknowledged the changes that occured to the FFG project.

1.39 The Department of Defence should study the Minutes of
Evidence to ascertain whether the evidence they provided the
Committee was adequate.

{b) Contracting Issues

1.40 The Attorney-General'’s Department objected to the
Committee's findings that a lack of firm contractual penalties
and incentives reflected, among other things, the lack of
contracting expertise within the Attorney-General's Department.
The finding is highly questionable since it was based on the
evidence of a 1971 review and ignored subsequent developments in
the Department.



1,41 The: Committee notes the closer liaison between
Attorney-General's and Defence personnel on procurement matters
since 1973 and the stronger organisational support within
Attorney-General's for defence procurement. BHowever, the concern
expressed in the Report about a lack of expertise in
United States procurement laws was not entirely allayed by
Attorney-General's advice that in recent times an officer of the
Department has completed studies in US procurement laws.

(¢) P3C Project

1,42 The Department of Defence pointed out that the summary
of the history of the Additional PC3 Orion Aircraft project at
paragraph 7.3 of Volume 2 of the Report incorrectly stated that
the refurbishment of the existing P3B aircraft would have
resulted in potential cost savings of $82 million compared with
the option of procuring new P3C aircraft. The evidence given to
the Committee was that a potential saving of $82 million would
flow over 12 years from the purchase of new P3Cs versus
refurbishment of the P3Bs.

1.43 The Committee accepts that the Report is in error on
this point. The mistake, which the Committee regrets, appears to
have been the result of an error in interpretation of evidence.
The relevant evidence, which was provided by the Chief of Air
Force Materiel, Air Vice—Marshal Alan Heggen is reproduced below:

Mr KENT - On the basis of the final contract price
of $US269m, what are the expected savings of the
P3C acquisition over a P3B modernisation?

Air Vice-Marshal Heggen - The P3B modernsiation
was originally perceived as the way in which we
would upgrade the P3 force. That project to update
the P3B was costed at $158m in 1981. Compared with
the cost of purchasing 10 new P3Cs, it was
estimated that over a l2-year period - which was
assessed as the remaining service life of the
aircraft - there would be a saving all up of some
$82m. That saving was in terms of the cost of
maintaining the existing onboard equipments which
were obsolescent, the costs of the necessary major
maintenance that would be required on the P3Bs,
and various other support costs associated with
maintaining dissimilar aircraft within a fleet.
That saving of $82m estimated at the time was
against an estimate for the P3C acquisition. of
$236m. As the ultimate contract price for the P3Cs
was $296m, giving a total project cost of $2362m,
then the saving and support cost is still
available in that the penalties of maintaining a
dissimilar fleet and the work required on the P3Bs
would still have been required and we retained
those aircraft. So, on the one hand we are saving
by trading-in the B models but we are in fact

10

paying a higher price for the P3C. It could be
argued that that saving has been eroded. On the
other hand, we are acquiring an aircraft with at
least 20 years of service life. So it may not be
strictly valid to compare that perceived saving
with the cost that we are vltimately paying for
the P3C, [Minutes of Evidence, pages 717-719]

1.44 The Committee would still 1like to know what was the
projected cost saving on a P3C acquisition over a P3B
refurbishment on the basis of the final contract price for the
aircraft of $269 million.

(d) Role of the Force Structure Committee

1.45 The Department of Defence claimed that the Committee
identified only the programming role of the Force Structure
Committee (FSC) when it noted that the FSC assigned financial
priority to proposals in the light of the Government's forward
financial.gu:.dance. The FSC has a broader function, which was
outlined in evidence to the Committee, to independently analyse,
review and assess Service equipment proposals.

1.46 The Committee disagrees that it identified only the
financial programming role of the FSC. Rather, the Committee in
its discussion of financial programming issues emphasised the
fact that the FSC has a largely programming role (see Volume 1 of
the Report, paragraphs 5.2 to 5.7). Indeed, the Utz Review of the
Higher Defence Organisation suggested that the FSC be renamed the
Major Proposals Programming Committee (see paragraphs 5,126 to
5,142 of the Utz Report). The Committee is puzzled therefore why
the Department chose to object to the Committee's description of
the operations of the FscC.

The Basic Pilot Trainer Aircraft Project

1.47 Since tabling Report 243 the Committee has received
detailed.representations from Millicer Aircraft Pty Ltd regarding
the Basic Pilot Trainer Aircraft Project which questioned
evidgnce given to the Committee during the inquiry. The Committee
submitted Millicer Aircraft's representations to the Department
of Defence with a number of gquestions for their response. This
material and the Defence response has been included in Appendices
A, B and C herein.

:!..48 The Committee believes that the Defence response allays
its concerns about the accuracy of evidence given during the
inquiry. However, the material contained in Millicer Aircraft's
representatiox}s and in the Defence response confirms the
Committee's findings regarding this unhappy project.
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CHAPTER 2
SUMMARY OF THE COMMITTER'S 243RD REPCRT

2,1 Tabled on 20 February 1986, Report 243 presented the
findings of the Committee's inquiry into the Department of
Defence's management of its major capital equipment acquisitions.

2.2 The Report was presented in two volumes. The first
comprised the main report and contained the Committee's findings,
recommendations and supporting arguments. The second volume
contained analyses of sixteen current or recent Defence projects
examined in detail by the Committee.

2.3 Several other reviews laid the groundwork for the
Committee's inquiry. For example, the Utz Report on the Higher
Defence Organisation noted 'a history of criticism and complaint
surrounding Defence procurement'. In an examination of ten major
Defence projects, the Auditor-General found that 'Defence project
management practices were unsatisfactory contributing to:

. significant additional costs to the Commonwealth;

. the need for scarce resources to be engaged in
rectifying project problems; and

B a diminution of the Defence capability through
untimely delivery of equipment and facilities and
through equipment and facilities not meeting
technical performance objectives'.

2.4 The Committee sought to identify changes in Defence
organisational arrangements, decision making processes and
management systems which would improve the efficiency,
effectiveness and accountability of Defence project management.

2.5 The inquiry encompassed the full range of activities
associated with the acquisition of Defence equipment, from the
conception of a need to the introduction of a specific brand item
of equipment into service. The Committee drew most of its
evidence from a detailed examination of the history of sixteen
major equipment projects.

2.6 It found that of the sixteen, eleven .failed or
threatened to fail to be completed on time, to budget or to
technical requirements. A multiplicity of factors contributed to
this unsatisfactory record. Many were factors over which the
Department had little control, in the short~term at least, for
example:

. the inexperience of Australian industry;
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. budgetary restraints and the effects of other
government decisions;

. international economic conditions; and

. the actions of foreign governments, especially the
United States.

2,7 Notwithstanding these influences, the Committee found
that inefficient and ineffective Defence project management was
directly responsible for most of those poor results. In a number
of instances, better Departmental management could also have
ameliorated the adverse effects of some of the external factors
mentioned.

2.8 In the sixteen projects the most common project
management shortcomings were:

. inadequate evaluation of project proposals;

. under-estimates of project costs, time scales and

risks;

. incomplete project planning;

. inadequate evaluation of tenders;

. contracts which did not specify all contract

requirements or provide effective incentives for
contractors to minimise cost or perform to

schedule;
. inadequate monitoring of contractor performance;
. contract supervision which did not submit the

(sometimes) large number of contract changes to
sufficient scrutiny to preserve project budgets and
schedules; and

. generally slow Departmental decision making
processes.
2.9 The Committee examined Defence organisational

arrangements, project resources, management information systems
and decision making procedures to ascertain what lay behind these
observed shortcomings. It found several serious structural
deficiencies in the Department's approach to project management
including:

. a dispersal of project management responsibilities
and authority;

13



. inadequate project management resources, especially:
in numbers of staff and .computer suppport; .

. a shortage of experienced project managers;

. limited training in project management at all
levels;

. low retention of project knowledgef_due to a high
staff turnover; and o

. inadequate management information, systems within
project offices and throughout the Department.

2.10 The Committee was encouraged to f£ind, however, that
there was increasing agreement within the Department as to these
deficiencies and that significant steps had. been. taken towards
rectifying them.

2.11 To overcome the dispersal .of project responsibilities
and simplify project organisational arrangements the major
Defence procurement functions had been centralised in a new
Capital Procurement Organisation. Over the time frame of the
Committee's Inquiry {from the late 1970s to the mid 1980s) there
had been a gradual increase in the authority assigned to project
directors and in the level of resources allocated to project
management,

2.12 The Committee was unhappy, however, about the adeguacy
of specific reforms and about the apparent priority assigned by
senior management to improving Defence project management.

2,13 The Capital Procurement Organisation initiative seemed
to represent only a formal change in top management structure
that left unchanged the underlying Service ways of doing things.
The Committee believed that the procurement function should be
given independence from the Services. In the past there had been
a tendency for the Service sponsors or functional areas to
maintain undue control, particularly over the technical aspects
of projects. As a result large numbers of specification changes
have been made with adverse effects on project costs and
schedules.

2.14 Most project . directors still did not have authority
commensurate with their enhanced responsibilities. In addition to
their limited control over technical aspects, project directors
had insufficient control over project administrative resources.
The measures made no explicit reference to training and other
critical personnel management issues. Current planning envisaged
only a limited and gradual upgrading of computer support £for
project management. It was with these concerns in mind that the
Committee framed its recommendations.
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2.15 To improve the' effectjveness of Defence rojec
management ‘the Committee recommended: project

. - firmly delineating the different responsibilities
of the Capital Procurement Organisation and the
Service sponsor or client organisation;

. ass_igning the procurement function more autonomy by
giving the Capital Procurement Organisation
increased authority and control;

. delegating more authority to project directors,
especially’ over technical and  administrative
aspects;

. increasing the 1level of staffing and computer
support given to project offices;

o making greater use of project management expertise
outside Defence, especially that in the private
sector;

. implementing proposed improvements in Defence

project management information systems; and

. improving the quality of Defence contracting and
contract administration.

2.16 Some o.f‘ these measures will improve also the

of Defence project managemént by shortening decision chains and
increasing productivity. The Committee believed there was
considerable scope for improving further the efficiency of
Defence project management by:

. modifying Departmental procurement approval
procedures to .

- speed decision-making, and

- dmprove the quality of information available to
decision-makers

- to allow a fuller consideration of
cost-saving options, and

~ to avoid costly changes after contracts have
been let: . i

. increasing the level of project management skills
within Defence by - 3 s

-~ giving greater emphasis to project management
exge:ience in selecting key project personnel,
an

15



~ expanding project management training at all
levels;

‘ t
increasin the retention of project managemen
s:ills b?( developing career paths in project
management and related areas;

consolidating Defence project management procedures
and practices;

i for
roviding stronger contractual incentives £
gupplierg to meet requirements on time and to cost;
and

reducing the potential for post-contract delays by
simplifying procedures governing

~ design approvals,
~ contract changes, and

~ contract disputes.
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. CHAPTER 3
DEPARTMENT OF FINANCE MINUTE

3.1 This Minute has been prepared on the basis of
responses received from the Department of Defence, the
Public Service Board, the Auditor-General and the
Department of Finance.

3.2 The written .responses are as indicated below.
However, in addition to those replies, the Minister for
Defence: made the following supplementary observations in
his letter, dated .30 July 1986, to the Minister for
Finance:

{a) My Department has prepared a statement which
takes the form of a general overview, point by
point comments on each of the 68 specific
recommendations, and a paper to clarify some of
the misunderstandings contained in the Report
- Appendix A.

(b) I have no difficulties with the position taken in
the papers and commend them to you and the
Chairman, JPCPA as a comprehensive and
appropriate response by my Department to the work
of the Committee.

(¢} I would also like to take this opportunity to
comment on some of the broad issues that have
arisen from the report..

(@) Many of the recommendations have been adopted in
one form or another under the Department's
organisational arrangements for the Capital
Procurement Organisation and the Defence
Purchasing Organisation. Others are being
progressively introduced in the new management
system, to which the CPO and DPO are giving high
priority.

() A number of recommendations, if implemented as
they stand, would reguire further substantial
changes. to the existing organisation of my
Department including aspects of force structure
development and planning, use of external
agencies or the relocation of existing Defence
resources. To the extent that re-allocation of
existing resources was required, the consequences
would need to be weighed up carefully to avoid
harmful cuts elsewhere, and I argue that it would
be very difficult to assess such consequences
when current arrangements for capital procurement
and purchasing have only been in place a
relatively short time.
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(£) In short, I believe now is not the time to vary
them substantially in the way ¢the Committee
proposes, and it may  never be necessary,
depending upon Departmental performance in the
future.

{g) In some of its :ecommendations.the‘ Committee is
proposing a role in the executive management of
my Department, in that it asks the. Department to
report direct to it on a number of issues,

(h) I cannot, of course, agree to such a proposal and
question whether in fact that .such an approach
was really intended by the Committee. Once I am
clear on the Committee's position in this regard,
I certainly would be prepared to consider furthgr
the substance of their recommendation of this

type.
RECOMMENDATION 1

Where major disagreements within Defence Committees
impede procurement action, the Secretary of the
Department of Defence report to the Mim.sf;er on the
nature. of the disagreement and the alternative courses
of action.

Response

This arrangement is already in plac.e.' Implications of
major delays are reported to the Minister as a matter
of course. N

RECOMMENDATION 2

Staff Targets submitted to Defence Operaqonal
Requirements Committee (DORC) incorporate preliminary
cost estimates based on whole of life costs for the
proposal under consideration and comparable estimates
for. other options.

Response

This recommendation is not accepted. A Staff Target
describes the function and desired perforgnapce of an
equipment or system as a basis for det.ermmlng, amang
other things indicative costs. The main purpose qf a
Staff Target is to initiate studies into the technical
feasibility of the proposed eguipment or system. A
Major Equipment Proposal is the more appropriate
document to include cost estimates.
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RECOMMENDATION 3

Feasibility studies undertaken by Service sponsors be
monitored by the Defence Central Studies Unit to
achieve high standards of consistency.

Response

This recommendation. is partly accepted. The current
emphasis on the quality of studies will continue.
Central Studies BEstablishment undertakes many studies
related to equipment proposals and is in a position to
advise on a wide range of other studies undertaken by
Service sponsors. The level of involvement depends on
the nature of specific studies and restraints imposed
by limited resources.

RECOMMENDATION 4

(a) Sole responsibility for advancing a project from
acceptance into the Five Year Defence Program
(FYDP) to project approval be transferred from
the Service sponsor to the Capital Procurement
Organisation. (CPO), Close relations must be
maintained between the CPO and the Service
sponsor.

(b} Major Equipment Proposals. (MEPs) submitted to the
Force Structure Committee (FSC) for acceptance
into the FYDP be accompanied by statements
containing. good quality indicative costs,
alternative capability options and a firm time
frame for decisions.

Response

a. This recommendation is partly accepted. Close
relations are maintained between the CPO and the
project sponsor, but placing sole responsibility
for progress of a project through the FYDP and
CPO staff would put undue emphasis of procurement
aspects at the expense of force development and
force structure aspects.

b. Existing processes accord with this
recommendation as a proposal appreoaches the
planned Year of Decision. As a proposal advances
in the program, the MEF is refined to take
account of the progressive development of
cost/capability trade-offs and refinement of
capability, cost and timing options.
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RECOMMENDATION 5

Project definition studies which may be undertaken 'in
houge', jointly with other Departments and/or private
industry or by private industry, be controlled by the

Response -

This recommendation is accepted. Project defi,nig:ion
studies are under the control of the appropriate
Materiel Division in the <CPO, and have close
operational involvement by the sponsor.

RECOMMENDATION 6

Project definition studies include:

(a) key or performance specifications .(inclut.iing‘ an
examination of variations to specifications ko
contain cost and risk and maximise Australian
Industry Participation (AIP)};

(b) tender-quality cost and time-scale estimates;

(¢} detailled assessment of areas of technical risk;

(d) whole of life equipment support requirements;

(e) proposed project management arrangements
including procedural and reporting arrangements
with the selected supplier; and

(f) a draft Equipment Acquisition Strategy (EAS)
including an AIP strategy.

Response

This recommendation is accepted but project definition
studies normally will continue to involve items (a),
(¢}, (d), (e) and (f}. However good.p rather than
tender-quality, cost and time-~scale estimates are more
practicable at the project definition stage.

RECOMMENDATION 7

The endorsed Staff Target be reviewed in the light of
project definition studies before endorsement as a
staff Requirement.

Response

This recommendation is not accepted. The Staff
Requirement is in effect the Staff Target, revxewed.‘ as
a result of studies and analysis. No need exists
therefore to update the Staff Target.

20

RECOMMENDATION 8

No MEPs be congsidered for project approval unless
accompanied by:

(a) key specifications and an examination of
differing levels of capability to contain cost
and time and to provide varying levels of AIP;

(b) tender-quality cost and time estimates;

(e) a detailed assessment of areas of technical risk;

(d) a complete listing of equipment support
requirements; and

{e} an endorsed EAS including an outline of proposed
ma t arrang ts.

Response

This recommendation is consistent with current
procedures., The Force Structure Committee examines
the key issues of capability, cost, risk and timing
including capability/cost trade-offs, likely industry
involvement and support arrangements, as well as other
aspects of a proposal as reflected in an MEP. This
information is refined as the proposal advances in the
EYDP through to the year of decision when project
approval is sought from Government. At this time an
endorsed EAs will exist. Not until this approval is
obtained can tenders be called and detailed
information of the kind reflected in the
recommendation be sought and considered and developed
in further stages leading to a brand name approval by
Government.

RECOMMENDATION 9
The Defence Costing Manual at present being revised
include a section describing procedures for costing
major equipment proposals. These procedures should
address the need for estimates to:
(a) cover all project elements;
(b) be built up from the lowest work task level;

(c) meet confidence levels required for the stage of
. development of the project; and

{d) include appropriate contingency allowances.
Response

This recommendation is accepted. The revised Defence
Costing Manual will include a section on these items.
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RECOMMENDATION 10

Appropriate training programs be instituted following
the issue of the revised (and expanded} Defence
Costing Manual.

Response

This recommendation is accepted. A training package
will be developed once the revision of the Defence
Costing Manual has been completed.

RECOMMENDATION 11

Consideration be given to the establishment of a
Project Costing Unit within the CPO with links to the
Financial Services and Internal Audit Division and
with specific responsibility for:

(a) providing expert advice on project costing;
(b) monitoring the quality of project estimates; and
{c} maintaining an equipment cost data base.

Response

This recommendation is accepted however within the
limits of its existing resources, expertise on project
costing will be developed in the CPO. Advice to the
CPO, eg on costing policy, maintenance of public
sector accounting standards, and 'full costs’
reporting in relation to projects will come from the
Financial Services and Internal Audit Division.

RECOMMENDATION 12

(a) BAs the key planning decuments an Equipment
Acquisition Strategy {ERS) and a Project
Management and Acquisition Plan (PMAP) must be
compiled for all major projects irrespective of
the coverage of other documents.

{b}) The EAS must be endorsed by the Defence Source
Definition Committee prior to project approval
and form part of the submission to Government.

(c) The PMAP must be agreed upon by all Departmental
parties (Service sponsor, project director,
functional agencies) before the commencement of
the implementation phase. Where detailed plans
are not possible prior to commencement,
indicative planning must be undertaken before
significant related work commences. Later
revigsions of the PMAP should incorporate the
subsequent detail.
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Response

(a) This is accepted practice for major. projects.

{b) This generally occurs although only the major
elements of the EAS, which can be very detailed,
are used in advice to Government at the time of
seeking project approval.

(c) This is accepted practice.

RECOMMENDATION 13

The'EAS anv:i PMAP provide a definitive baseline for the
project director, with the PMAP being a binding
agreement between the Departmental parties involved in
project implementation. Amendments to the PMAP would
therefore be subject to formal procedures.

Response
This arrangement is already in place.

RECOMMENDATION. 14

Guidelines for the compilation of the EAS and EBMAP be
augmented to require that:

(a)} resource plans include detailed consideration of
comput.:er services and manpower needed throughout
the life of the project;

{b) the level of assessed risk is appropriately
matched by monitoring and control systems; and

(¢} all information and control requirements are
assessed for their cost effectiveness,

Response

The guidelines have been amended to accommodate this
recommendation. .

RECOMMENDATION 15
A study be undertaken to establish the feasibility of
applying computer simulation modelling techniques to
project planning.

Response
Recozgmmgndation 15 is accepted in principle, however
feasibility depends on the availability of suitable

software and data. Attention is being directed to
those aspects in considering its future use.
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RECOMMENDATION 16

Mdegquate computer support be provided for project
planning with priority in the areas of schedule
analysis and resource scheduling and levelling.

Response

Action is underway to acquire the necessary
equipment. This is addressed in the CPO ADP Strategic
Plan.

RECOMMENDATION 17

At the outset of each project, an adequate planning
team including appropriate technical and industrial
expertise nmust be established. Where internal
expertise is unavailable, gpecialist planning
expertise should be contracted from outside the public
sector.

Response

This recommendation is accepted. Where internal
expertise is unavailable or resources are limited,
private sector organisations will be employed in
keeping with the priority of the project and subject
to the availability of adequate financial resources,

RECOMMENDATION 18

For major projects the project director have
responsibility for the develop t of tend and
contract specifications from the endorsed Staff
Requirement and be given sufficient technical staff on
a full-time basis and/or priority access to staff in
the functional technical areas to manage this
responsibility.

Response
This recommendation is accepted., The project director
has this responsibility already and has access to the
resources to undertake the task.

RECOMMENDATION 19
Where in-house technical expertise is lacking, funded
project definition studies be wused to obtain
tender-quality specifications.

Response
This recommendation is accepted. When appropriate,

funded project definition studies are undertaken to
secure tender-guality specifications,
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RECOMMENDATION 20
For design and development projects, consideration be
given to employing outside and possibly overseas
technical management expertise on a contract basis.
Response
This occurs and will continue where appropriate.
RECOMMENDATION 21

Request For ‘Tender documents include a full
description of:

(a) all build or product‘ion control standards to be
applied; and

(b) all gquality and other technical management
procedures to be applied for the duration of the
contract.

Response
This is standard practice.
RECOMMENDATION 22,

A single set of comprehensive guidelines be issued for
Defence tendering, source selection. and contract
negotiation. These guidelines should pay particular
attention to phased tendering options and post-tender
negotiations with tenderers for 'major contracts to
ensure that:

(a) potential suppliers are given adequate
opportunity to. obtain clarification of Requests
For Tender at tenderers' confer :

(b) requests for clarification of individual tenders
are handled to ensure other tenderers are not
-disadvantaged; and

{c) there is a comprehensive assessment of each
short-listed tenderer's capability to supply the
item to requirement and to the time and cost
proposed. Management as well as technical
capability should be assessed.

Response
This.  recommendation is accepted.. Comprehensive
guidelinés and procedural documents covering tendering

source selection and contract negotiations have been
developed. :
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(a} Opportunity is given for clarification of RFTs at
tenderers' conferences and relevant instructions
on procedures address this requirements. This
issue is addressed in the EAS,

(b} Efforts are made and will continue to be made to
ensure ample opportunity is given to individual
tenderers to clarify aspects of RFTs,

(¢) This occurs in the course of evaluating proposals.

RECOMMENDATION 23

Increasing use be made of incentive pricing in Defence

contracts for both cost re-imbursement and fixed price

contracts. Incentives should cover cost schedule and
guality deliverables.
Response

This recommendation is accepted in ptinqiple.‘ When

assessed as cost effective and appropr;a;e to the

relevant purchase, incentive pricing is applied.
RECOMMENDATION 24
Programs be instituted to:

(a) train staff in the Purchasing Authority in these
new types of contractsy and

(b) acquaint and obtain the support of local industry
for such contracts.

Response
This recommendation is accepted. JFunds have been
provided in 1986-87 to acgquire a suitable package to
teach what is a difficult technique. .
In 1986 and subsequent years Defence contracts
seminars for Industry will include information on
incentive price contracts.

RECOMMENDATION 25

All contracts include provision for arbitration to
resolve contractual disputes.

Response
This recommendation is accepted. RFTs include an

arbitration clause which is then registered into a
contract.
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RECOMMENDATION 26

Progress payments not be made before prompt
certification of the work for compliance with quality
requirements.

Response
This recommendation is accepted.
RECOMMENDATION 27

Current Excusable Delay provisions be revised to
precisely specify the events for which claims can be
made and the period of consultation to resolve
claims. Each party to the contract should be
similarly bound.

Response

This recommendation is not accepted. It is not
practicable for contracts to list all conceivable
events which miglit cause contract delay outside the
contractor's control. The current pro-forma contract
in DEFPURLOL is considered to provide an effective and
flexible clause.

RECOMMENDATION 28

Multiple project definition studies be considered to
maintain competition in thé award of production or
development contracts.

Response

The recommendation is accepted in principle. It may
not however be possible to maintain competition in
some projects, such as those of a design and
development nature and/or for which there is a limited
or unique source of supply.

RECOMMENDATION 29

Wherever pogsible, use be made of commercial contracts
rather than Foreign Military Sales arrangements for
US-sourced major equipment items.

Response

There are instances where FMS provides the most
economical and effective purchasing arrangement.
However, the most appropriate purchasing arrangement
is considered in the course of developing an Equipment
Acquisition Strategy for each project in. the light of
the particular circumstances of that project.
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RECOMMENDATION 30

' 2}  Qevelopment
Schedule Control System (C54}
;rogg:r: be introduced to assist Australian Defence
contractors to upgrade their management information
systems.

Response

i i i i ill be taken
'his recommendation is accepted. Action w.
Eo ensure Australian contractors for future Defegg%
projects are alerted to any requirements 'for
which will be used where appropriate. i

RECOMMENDATION 31

d schedule
Cs2 must become the basis for cost an
reporting by contractors for all major projects.

Response

i ommendation is partly acgepted. Contractors
El;.lii l;:eecrr:\a“cl;uired to introduce C§2 for contractis .foz
which it is assessed the_system will be cost eff_ chlenr
{ie: high priced cost texmbursgment pontraqts with od
without incentive fees and high priced fixed price
contracts with incentive fee}.

RECOMMENDATION 32

Progreas payments be geared to the submission of
satisfactory CS2 reports..

Response

i ation is partly accepted. It is
Ez;-;eve?cotmerld will be a transition phase begoge
expertise and agreements on approach are builttiup ;g
both Defence and Australian contractors in relation
the operation of CS$<4 for relevant contracts - see
also response to recommendation 31.

RECOMMENDATION 33

ater priority in financial and manpower resources
g:e gi.vssnp to thz extension, development and upgradigg
of computer support for project management and tbe
target date for the integration of Service systems be
brought forward.

Response

i i i S| inciple.

] recommendation is accepted in pr
gl:;o:ity is being given but £inancial. and manpowﬁr
resource reqguirements for this pro:ecq pave to be
balanced against other Departmental priorities.
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RECOMMENDATION 34

Tender specifications incorporate detailed quality
control requiréments audited during tender evaluation.

Response

This recommendation is accepted, The suggested
procedures are already in place.

RECOMMENDATION 35

A quality anagement program be commenced to ensure
that ail local suppliers of items of major equipment
comply with Australian Standards AS 1822, as a
minimum, by the end of 1987. Thereafter no contracts
should be entered into with local suppliers which do

not meét these standards at the time of commencement
of work.

Response

The recommendation is not accepted. Compliance with
these' Australian standards is expected of 1local
suppliers of items of major equipment but complete:

insistence may in some areas involve unjustifiable
costs.

RECOMMENDATION 36

For all major projects involving significant technical
risk, responsibility for the quality .assurance
function be vested in the project director and
appropriate quality assurance personnel seconded to
the project office.

Response

The recommendation is accepted. The project director
has a responsibility for managing quality assurance.

RECOMMENDATION 37

Contract change proposals which are initiated by the
Service sponsor and which affect cost or time must be
subject to the agreement of the project director and
require offsetting savings to be .provided -'by the
sponsok. Agreement between the project. .director and
the Service sponsor should not impose irrecoverable
costs on the contractors.

Response

This recommendation is accepted. Instructions are
being written to satisfy this requirement, ‘although
recognition has' té be made that under extraordinary
circumstances offsetting savings from the sponsor may
not be possible.
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RECOMMENDATION 38

Project directors be given authority to approve
contractor~initiated contract . change proposals
provided that the changes do not amend the techmical
characteristics in the Staff Requirement, the overall
project budget or approved completion date.

Response

The recommendation is accepted, The project director
already has this authority, provided that the contract
changes do not impact on contract conditions, eg.
weakening of a warranty.

RECOMMENDATION 39

The Services, in consultation with the appropriate
Australian industry, review their present design
approval procedures to see whether they can expedite
design and development projects.

Response

The recommendation is accepted. This matter is being
given greater attention in projects involving#design
approvals.,

RECOMMENDATION 40

Contractors be encouraged to provide notice of pending
contract change proposals.

Response

This is normally covered in contract discussions.
However it will be reinforced with instructions.

RECOMMENDATION 41

As a matter of priority the regional operations of the
Defence Purchasing Organisation be reviewed to reduce
purchase order processing times.

Response

The recommendation is accepted in principle., The DPO
establishment (now the Defence Contracting
Organisation) is currently being reviewed with the aim
of strengthening the systems management capability of
the organisation and thereby reduce purchase order
processing times. Purchase order process times in the
Regional operations of DCO have been reduced from an
average of 274 elapsed days in 1981-82 to 150 days in
1985-86. With further improvements including the
incorporation of the results of the current review,
the aim is to reduce this to 100 days in 1988-89,
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RECOMMENDATION 42

The Chief of Capital Procurement issue consolidated
guidelines covering total project documentation
requirements. Such documentation must be standardised
across the Services to the maximum extent possible.

Response

This recommendation is accepted. The reguirement is
recognised and action has commenced in the context of
developing and introducing project management support
systems. A "Guidelines"™ booklet is to be prepared and
issued.

RECOMMENDATION 43

The proposed project documentation guidelines address
the format and content of project progress. reports and
require:

(a) reference to issues outstanding from previous
reports;

(b) a report of progress, nature of problems and
.remedial action taken or proposed;

(c) summary information only, supported where
necessary by sufficient explanatory detail; and

(d) the use of straight forward language (technical
terms and acronyms should be defined).

Response

The recommendation is accepted. Please Ssee comments
at Recommendation 42.

RECOMMENDATION 44

Quarterly Milestone Reports to senior management must
include an analysis of cost and schedule variances and
a summary of proposed remedial action.

Response

This recommendation is accepted. A review of project
reports to senior management is underway and the
revised milestone reports will include cost and
schedule variance data.

RECOMMENDATIORN 45

An internal efficiency and effectiveness review of a
major project be undertaken by the end of 1986. This
review should help establish the methodology of future
regular internal reviews of major equipment projects.
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Response i

This recommendation is accepted. A major project
(Australian Frigate Project) has been reviewed by
Defence Internal Audit Staff. .

RECOMMENDATION 46

The Chief of Capital Procurement issue, as a matter of
priority, a comprehensive Defence Project Management
Manual for the guidance of project directors in all
Services. Where there is conflict between the Manual
and Service procurement instructions, the Defence
Project Management Manual should take precedence.

Response

This recommendation is accepted, The Capital
Equipment Procurement Manual (or CPC Manual) is being
progressively prepared as a matter of priority. The
Manual will be the authoritative source for the policy
and procedures for use in the acquisition of capital
equipment for the Department of Defence.

RECOMMENDATION 47

The Service sponsor appoint a representative to liaise
with the project office at the time the draft Staff
Target is raised. That position should continue to
function as the sponsor representative throughout the
period of the project.

Response

The recommendation is accepted in principle. A system
will be introduced whereby a representative of the

Services sponsor will be appointed when the Staff

Objective is endorsed and be maintained as the liaison
point with the Project Office for the duration of the
project.

RECOMMENDATION 48

A project director be appointed within the CPO at the
commencement of detailed project definition. For
major projects, where responsibility for the
definition studies rests with the project director, a
dedicated project team sufficient to conduct or
supervise the studies should be established.

Response

This is current practice and will continue.
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RECOMMENDATION 45

The endorsed Staff Requirement establish the basis for
sponsor requirements and form the basis of a binding
agreement between the Service sponsor and the project
director. Subsequent dments to the Staff
Requirement should be subject to formal procedures and
the mutual agreement of the Service sponsor and
project director.

Response

This recommendation is accepted, The Staff
Requirement as embodied in the endorsed project
appreval by the higher defence machinery or the
Government is the basis for the' execution of the
project by the project director on behalf of the
sponsor. Changes to these requirements are controlled
by established procedures.

RECOMMENDATION 50

The project directors of large and complex projects be
assisted by their own technical staff. Whether these
specialist staff are transferred on a permanent basis
to the CPO or seconded temporarily should be decided
on practical grounds,

Response

The project director already has this authority.

RECOMMENDATION S1

Full authority must be given to the project director
to expedite the project within the endorsed parameters
relating to technical performance, cost and time,
subject to annual Budget allocations and Government
policies.

Response

This recommendation is accepted. The size and
composition of a project office is related to the
complexity of the project and where appropriate
project directors are provided with a dedicated
staff. Where this is not considered appropriate on
cost grounds, the project director will continue to be
given the necessary authority to adequately manage the
project.

RECOMMENDATION 52

The size. and composition of the project office be
directly related to the scope of tasks necessary for
the efficient exercise of authority granted to the
project director under recommendation 51 above.
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Response

This recommendation is accepted and where appropriate
this is done.

RECOMMENDATION 53

Selection criteria for all project directors positions
must give the highest priority to experience and
training in project management.

Response

This recommendation is partly accepted. Project
directors will continue to be selected in accordance
with the requirements. of the individual. project.
Experience and training in project management will be
important criteria in the selection process.

RECOMMENDATION 54

Selection criteria for other senior project personnel
stipulate prior project management eXxperience and
training as a necessary qualification.

Response

This recommendation is partly accepted. Senior
project personnel will continue to be selected in
accordance with the requirements of the individual
project. Experience and training in project
management and other necessary skills will be
important criteria in the selection process..
Significant opportunities for training in project
management and procurement to meet the requirement of
project directors and staff are available within and
outside DOD and are extensively promoted.

The Public Service Board is concerned that adoption of
recommendations could result in a narrow approach to
the selection of senior project management staff, that
could exacerbate problems in finding suitable people
for this work. The requirement for 'experience and
training in project management' could cause committees
to overlook talented people from other backgrounds who
have the skills and abilities to undertake project
management work.

The Board suggests that an alternative approach might
be to specify the skills and abilities required for
project management. In addition to possession of
these skills and abilities, an applicant might also be
asked to demonstrate the ability to apply them to
tasks at an appropriate level of complexity and
responsibility. The evidence required might often
come from reports on work in project management, but
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people who have applied relevant skills in other
contexts should not be excluded. This approach is
reflected in the Board's selection guidelines

published in Volume 7 of ‘the Personnel Management
Manual.

From discussions on this matter, the Board understands
thgt the Department of Defence, while giving due
weight to experience and training in project
management, avoids undue emphasis on experience per se
in Favour of assessing the extent to which applicants,
regardless of background, are able to demonstrate that
they have the skills and knowledge for project
management.

RECOMMENDATION 55

Where experienced project management personnel are not
available from within the public sector, project
management services. be obtained from the private
sector on a contract basis.

Response:

This will be done as appropriate.

The Public Service Board advised section 82BE of the
Public Service Act allows the appointment of persons
for a fixed term under certain conditions which
include to provide specialist services ar Knowledge
which cannot be obtained within the Public Service.
The relevant guidelines state:

'Use of Fixed Term Employment 53, The Secretary
of a Department, or the delegate, may, with the
approval of the Public Service board, engage
persons for a period of up to five years:

. to perform duties in connection with a
project. or task that has a fixed duration
and where the duties require ability that
cannot be made available from within the
Service and the services of the person are
not likely to be required after the project
or task is completed.

54. It is anticipated that there will be only a
very limited number of fixed term
engagements under section 82AE.’

RECOMMENDATION 56

The Department of Defence report to the Committee what
steps it proposes to take to reduce recruitment times
for civilian staff,
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Response

The issue whether the Department. should report
directly to the Committee is a matter of principle and
the Minister has responded separately - see paragraph
3.2(g) and 3.2{h).

RECOMMENDATION 57

As a measure to reduce the effect of civilian
recruitment delays, consideration be given to
establishing a pool of staff within the CPO to assist
projects on a short-term basis, preferably in the
initial phases.

Response

The recommendation is partly accepted. The viability
of this proposal depends on the extent to which a pool
of staff can be fully and effectively utilized. Where
recruitment lead-~times are expected to exceed project
planning lead-times, attempts will be made to have
additional technical advice available to projects
(pgrticula:ly in their initial phase) from within the
CPO,

The Public Service Board advises. that, considerable
progress has been made in recent months in
streamlining, procedures for recruiting computer
systems officers including the adoption of an
‘immediate offer' strategy for outstanding applicants.

The Board is aware of difficulties faced by Defence in
seeking suitable staff for a number of occupational
categories relevant to project management. The Board
is at present (JUly 1986) exploring ways of improving
recruitment flexibility for technical officers and
Cost Investigators.

RECOMMENDATION 58
Universities and other tertiary institutions in
Australia be invited to develop for Defence staff
special post-graduate courses which give emphasis to
the deficiencies in project management identified in
this Report.

Response

The recommendation is  accepted. A survey of
institutions is in progress.

RECOMMENDATION 59
Project management training be incorporated in the

undergraduate courses to be given at the new
Australian Defence Force Academy.
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Response

The recommendation is accepted., Discussions have been
held with ADFA who will consider the need for
incorporation of project management training into the
undergraduate course.

RECOMMENDATION 60

With the establishment of Australia-based higher level
project management training, the use of overseas
courses be substantially reduced. The purpose of
overseas training should be to give project staff
exposure to the management of similar projects by
allied services and to advanced project management
practices generally.

Response

The recommendation is accepted in principle. This
matter is currently under review with the aim of
reducing reliance on overseas courses.

RECOMMENDATION 61

The Public Service Board be invited to develop, in
consultation with Defence: and other relevant
Commonwealth agencies, a career path, possibly not
confined to Defence, for civilian project management
personnel.

Response

The Board will continue to pursue the matter with the
departments concerned. The Board also notes that, while
the career path envisaged in this recommendation may be
attainable in some form for project directors/managers in
the Departments of Defence and Housing and Construction,
there are important structural and economic )ie costs and
benefits) issues which will need to be addressed. Not
least of these will be the need for adherence to the
National Wage Case Principles (for any re-arrangements
involving salary increases) and consultations with
relevant staff associations.

RECOMMENDATION 62

The Services develop as far as possible career paths
for technical staff officers within the overall
materiel management area.

Response

The recommendation is accepted. Career planning is
made difficult by the shortage of technical staff
officers and the need to employ officers in
non-technical areas.
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RECOMMENDATION 63 e Response

(a) The promotion prospects of military officers The Department of Finance, whilst acknowledging
posted for extended periods to project offices involvement in the cost monitoring process (as stated
not be affected adversely. . by Defence) notes that Defence's methodology for

calculating real project cost increases is currently

(b) More systematic effort be given to effective being reviewed'.
project management hand over procedures. - The
'shadow posting' of key project staff prior to RECOMMENDATION 66

the assumption of their responsibilities should
be considered. The Department of Defence report to the Committee on
its investigation of the feasibility of introducing a
comprehensive resource costing system throughout the
Department and particularly within the CPO..

Response

(a} Every effort will be made to ensure this occurs.

' ‘ Response
{b}) Where possible, increased handover periods for
staff will be arranged. Improved training .and
documentation of project. management procedures
will facilitate handovers.

The issue of whether the Department should report
directly to the Committee is a matter of principle and
the Minister has responded separately =- see paragraph
3.2(g) and 3.2(h).

RECOMMENDATION 67

RECOMMENDATION 64

As part of the Financial Manag t Improwvi t

Program, control over project administrative budgets The Department of Defence submit each year to the
be delegated to project directors .subject to Parliament a2 report .on its major capital equipment
Departmental guidelines about the employment of program detailing for each project:

consultancy services, ADP acquisition, etc.
. (a) the total project coét and in-service dates

Response : initially approved/endorsed by the Government;
The recommendation is accepted in principle. Existing i (b} the current estimated total project cost and
departmental processes are considered generall:y ‘ in-service dates;
appropriate. However, in certain areas, a_nd in
particular acquisition of computers, -devolution of {c) an explanation of any cost and schedule variance
authority has taken place or is in the process of identified in (b);
review.

X . (d) a summary of management action taken or proposed
The Public Service Board strongly supports this ! to correct or minimise the effect of any cost or
recommendation. The Financial Management Improvement s schedule overruns; and
Program encourages initiatives which lead to better
definition of managerial responsibility, devolution of } (e) total expenditure to date on the project.
authority as far as practicable down an organisation
and which ensure that managers have the necessary Project costs should include all elements of the
flexibility to use resources. so as to meet their project, ie spares, support equipment, training,
responsibilities. Australian Industry Participation, etc and cost data

should be expressed on common price and exchange rate

RECOMMENDATION 65 . bases. Individual project report items should cover

all phases of the project and refer to related
The Department of Finance investigate closely the s projects (present or not yet approved) which address
methods used by Defence to monitor real cost changes the same military capability requirement (for example
and, for the purposes of consistency in reporting, specialigsed ammunition and training equipment).
identify an appropriate price deflator which may be
used to monitor price changes.
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Responge

Response:
In relation to the proposal at recommendation 67, . that I
the Department submit each year to. the Parliament a . A detailgd response from the Australian Audit Office
report on. its major capital equipment program, it is : is at Appendix. B.
noted that: ° . .
(a) to the extent that any project needi significant A
additional funding in the course of its iife, the 4 v
matters for Committee wishes to have reported are /%V(M Aee
dealt with in the Appropriation Bills and ¥ S5 KEATING
supporting documents and already come, under SECRETARY
scrutiny by. the Parliament including its other Department of Finance
Committees; and . .
SEP. 1 '( 1908

(b) there are likely to .be significant resource
implications in the preparation of annual reports
of the detail proposed.

The Department of Finance has confirmed that the
supporting documents referred to by Defence are those g
provided to the Senate Estimates Committee, (that is,
the Bxplanatory Notes to Appropriation Bill.(No 1) and
the written replies to guestions asked during
Estimates Committee examination). Finance considers
that the Appropriation Bill and these documents, taken
together, do not provide the information the Committee
seeks to have presented to Parliament, in the terms
indicated at Recommendation 67 (a), {c) and {d),

The Department of Finance considers that information
of the type outlined in Recommendation 67 should be of
significant assistance to all those involved in the
scrutiny of progress and costs of major defence
capital acquisitions,' ’

RECCMMENDATION 68

The reports be referred to the Auditor-General for i
investigation and report if the project costs escalate .
by more than fifteen per cent per annum or if the H
Auditor-General thinks fit.
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APPENDIX A

JCPA DELIBERATIONS ~ EVIDENCE CLARIFICATION

This paper sets out some areas of misleading information
contained in the JCPA Report 243 on the Review of Defence
Project Management. It 1is not intended to be a
comprehensive listing, including all matters of detail,
but to clarify some of the more substantial areas of
either misinterpretation or misunderstanding of evidence.

Cost _Over-Runs

In a chart on page 15 of Volume 1 of the Report, the
Committee diagramatically highlights what it describes as
"cost over-runs" on sixteen projects. For one of these
projects, the Guided Missile Frigate Project, the chart
portrays a real cost over-run of 177.5% and a total cost
over-run of 443%.

The apparently obvious conclusion is that this was a
project with runawvay costs, especially as, in
proportionate terms, the cost increase is shown to be the
greatest of the sixteen projects. Such a conclusion would
be mistaken because it is made on an unequal basis of
comparison without regard for the way in which the project
was developed and modified to meet changing circumstances
and respond to other Government decisions.

The project spans a decade of unprecedented inflation and
variation in foreign exchange rates.. These of course were
not within the control of the Department of Defence.

The project was significantly varied by a series of
Government decisions - not the least being the addition of
a further two ships (in 1977 and in 1980), The capability
and cost of the helicopters acquired for the frigates were
affected by the decision not to replace the aircraft
carrier HMAS MELBOURNE, as this decision gave a greater
role to the frigates in  anti-submarine warfare.
Developments in anti-ship missiles and defence against
them over this period were also taken into account. These
facts are partly reflected in the report but it is useful
to make them clearer.

It was administratively sensible to manage all these
changes by adding to and modifying the original project,
but it is misleading to compare the opening cost estimate
of that project with the final cost of the greater number
of ships and new equipment.

One other example where misunderstanding could arise
relates to HMAS SUCCESS. 1In Volume 2 at page 69, the
second paragraph reports the cost over-run as the
difference between the price of the ship only of $68m at
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contract signature and the latest estimate of the total
project cost of $197.4m. The latter covers the cost of
the ship and all of its associated support. For a fairer
comparison the initial ship only price of $66m should be
compared with the expected final ship only price of $95m.

The presentation of the information in the chart on page
15 in proportionate terms fails to bring out the fact that
the real increases in the sixteen projects are offset by
the real reductions, especially that shown for the F/A-18
Tactical Higher.

Contracting Issues

Paragraphs 6.46 to 6.49 of the report comments on certain
contractual shortcomings, comprising a lack of firm
contractual penalties and incentives as reflected by a
lack of contracting experience in the Purchasing Authority
and the Attorney-General’s Department. The view of the
1971 Report of the Defence Legal Services Committee
chaired by Professor Whitmore, especially in relation to
United States procurement law is used to support this
position.

In the 1970's a sub-office of the Attorney-General was
established within the Department of Defence to advise on
procurement matters. In 1982 the sub-office became part
of the Contracts Branch in the Commercial and Drafting
Division of Attorney-General’s. Since 1973, officers have
continually advised the Department of Defence in relation
to the procurement of defence equipment. Attorney-General
officers are also engaged in settling standard forms of
defence tender and contractual documentation and, in
recent times, an officer of that Department has completed
studies in US procurement laws.

The charge of lack of expertise in Attorney-General's thus
seems highly questionable given these developments since
1971. Comment on the expertise of the Contracting
Authority is separately addressed in relation to Committee
recommendations.

P3-C Project

The report indicates wrongly that the refurbishment of the
existing P3B aircraft would have resulted in potential
savings of $82m, compared with the option of procuring new
P3Cs. This is not the case and the evidence, presented
correctly, records that a potential saving of $82m would
flow over 12 years from purchase of the new P3Cs versus
refurbishment of the P3Bs.

Role of the FSC
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JCPA identifies only the programming role of the Force
gtgucture Committee (FSC) when it .notes that th?ﬂ FS:
assigns financial priority to proposals in the 1lig tho
the Government's forward financial guidapce. The FSC has
much wider responsibilities, that call for independent
analysis,A review and assessment of Service equipmsnt
proposals. The current role of the Committee isi to
provide advice to the Defence Force Development Comm ttei
and to participate in decision making on. the developmen
of the force structure, FYDP and major_quipment proposgls
and to keep these matters under review'. Th%s broa ef
function was outlined in the Department's paper The FYDP
(pp 2192-2206).
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F84/471 -

18 July 1986

The Secretary
bDepartment of Finance
CANBERRA ACT 2600

JOINT COMMITTEE OF PUBLIC ACCOUNTS (JCPA)
243RD REPORT - REVIEV OF DEFENCE PROJECT WANAGFHENY

I refer to your memorandum 86/0596 of 27 Harch 1986 secking our
comments on Recommendation 68 of the JCI'A's Reporl,

2. If adopted, Lhe Recommendation would, inker alia, impose a
specific obligation on the Audilor-General (o investigate and
report on major capital equipmenl projects where the project
costs had escalalted by more tham 15%.

3. We understand from ovral discussions with the
Attorney-General's Department that in a Lormal sense the Minister
for Finance would have authority under sub-section 45(l) of the
Audit Act to direct the Auditor-General Lo underlake such
investigations. A5 you know the Minister ‘s power of ditection
contained in sub-section 45(1) has lain dormant for many years,
no doubt reflecting the strengthened recognition, over a lony
period, that the Auditor-General should be, and be seen to be,
independent. from the Executive. I know that the Auditor-General
regards this provision as~an anachronism, and considers that it
would best be repealed on some convenient occasion. fe
undoubtedly would be strongly opposed to resort. to this provision
in the present context

4. I venture to suggest that it is unlikely in the extrme
that the JCPX itself, in Eraming this recommendation,
contemplated Executive direction of the Auditor-General.

5. As to the present case we have a great deal of sympathy
with the spirit of the JCPA's recommendation but must advise
against its adoption, for several reasons.
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6. First, there is the question of audit resources. The
Project Management Review included in the Auditor-General's.
September 1983 Report mentioned that the Department of Defence
has in the order of 150 major procurement projects in progress at
any one time, We have enough first hand experience to say that
any investigation of a major Defence procurement project is a
complex process and requites considerable resource allocgtxon.
Indeed in the period to the end of 1983, the greal majority of
audit resources available for Defence activities were devoted to
capital procurement projects.

7. The Project Management Réview was based on the audits of
10 major projects reported over the preceeding 3 years, The JQPA
inquiry looked at 16 major projects (4 of which were included in
Auditor General's Reports) over a 2 year perjod. Our experience
suggests that a review of the kind envisaged by the JCPA would
require an additional 2 staff years for each project., The total
additional staff requirements would depend on the number of
projects requiring examination each year. In this context the
JCPA Report suggests (page 15) that of the 16 projects it
examined, 6 would require referral Lo Audit. But from this
distance the total annual workload is difficuit to estimate,

I tore recently, resources have been dirccted towards
Defence's operational activities, Two elficicncy audits [Army
Mapping and Principal Item Stock Control Entitlement System
(PISCES)) are currently in progress and reviews of other major
auditable areas in Defence bhave been programmed over the next 3
years. We consider it important that the AAO should maintain a
reasonable balance between its coverage of capital programs and
operational activities,

9. In addition our planning has also lLaken into account the
additional audit resources necessary for the revised [inancial
statements of the business undertakings wiLthin the Office of
Defence Production.

10, The total audit resources allocaled each ycar to Defence
activities is determined by the AAO's Priorilics Review Committee
(comprising the Auditor-General and lhis senjor staff) having
regard to competing claims for resources to cover Lhe activities
of other auditees. A further mandatory obligation Lor audit
coverage in befence which is likely to require signilicant
additional resource allocation would, therefore, have serious
implications for the AAO's overall resource planning. The above
comments are, of course, predicated on the assumption that the
AAO would not receive additional AOSL supplementation for this
task:,

11. Second, 1 question whelher it %5 appropriate to apply a
mandatory audit review only in cases where there has been a
prescribed cost overrun. A reading of previous Auditor-General's
Reports as well as the JCPA's own enguiries suggest that cost is
only one of the criteria against which a projeclt’s success can be
measured. Moreover projeck managers could be encouraged tc
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coqtaiq cost overruns, at the expense of, say, performance
objegtxves, in order to avoid audit review and subsequent
Parliamentary scrutiny,

12. In essence, we wonder whether Recommendation 68 is
necessary. The AAQ's planning processes already require Audit
Directors to take into account any explanations or submissions
that Dgpartments make to Parliament or itLs Committees. And we
can point to several instances (not only in pefence) where an
Audit enquiry, and subsequent teport to Parliament, has been
prompted by a Departmental explanation or submission Lo a
Parliamentary Committee.

13, It follows that if Recommendation 67 ig aceepted by the
Government then the AAQ would have regard to the reportls prepared
py the bepartment of Defence and schedule an appropt iale review
if the information contained in those reports, Laken together

with other informotion in the Auditca's poriiviiv, o wactanted,

14. The modern approach to auditing involves the examination
of a representative sample of projects with a view Lo reviewiné
management systems and processes and identifying those common
elements which indicate a need for improvement in management
controls. Consistent with that approach the Auditor-General
shoqld continue to exercise the discretion to review a sample of
projects that would enable conclusions to be drawn on some
general principles which Lhen could be applied to the totality of
projects. Accordingly, should the Government be disposed (o
accept Recommendation 67 we suggest the response Lo
Recommendation 68 should be that:

"The reports be referred to the Auditor-General for
consxdegatlon and subsequent investigation and teport on
any projects where he may deem it approptiale to do so.,"

é%4L44L&Ct;_q
P.L. Lidbetter
First Assistant auditor-Gemeral
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APPENDIX A

Representation from Millicer Aircraft P

Basic Pilot Trainer Aircraft Project,

48

ty Ltd on the RAAF
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Sydney
30th June, 1986

Senator George Georges,

Chairman,

Joint Committee of Public Accounts,
Parliament House,

CANBERRA Aacr 2600

Dear Senator,

BASIC PILOT TRAINER
ATIRCRAFT PROJECT
(RAAF’S AFSRS5044 STANDARD)

KRR

(IR S S

We read with interest your Committee’s excellent Review of Defence

Project Management Vol.2. Project Analyses; Report No. 243.

We were however surprised and disappointed to notice Joint
Commiittee on Public Accounts comments reading (p.153):

OTHER COST SAVING TRAINING OPTIONS

8.27 The Committee is unable to find in the project records

any analysis of alternatives to a new alrcraft acquisition.

The designer of the CT~4 alrcraft has been reported as

stating that the airframe and wings of the CT-4 has a long

remaining life and the aircraft could be upgraded (by
installation of a new engine and re-design of the tail

plane) to meet the RAAF‘s basgic trainer aircraft performance

requirements for about $400,000 each.i7 The option does

not appear to have been explicitly considered when the

Government re-structured the Baslc Trainer Broject in July

1985.

17. "RAAF Should Recycle Jet Trainer" Australian, 9
September 1985 (by Peter Young, Defence Correspondent).

We would like to put on record:

(i) Millicer Aircraft Pty. Ltd. indeed made a firm offer to the
~198%.

RAAF by telex on 13th and 14th Septembei 1 .
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(i1) The offer covered re-design and aerodynamic to the now
obsolete CT-4. Conversion would result in a modern cost-
efficiént Australian designed and built airtrainer. 1Its
developments and construction is under guidance and
supervision of the designer of Aircruiser/CT-4 our Chief
Designer Dr. Henry Millicer.

{iii) Omission to analyse the purely Australian trainer concept
seems difficult to justify whilst the Milltrainer 375/500TR
can be built at about $400,000 per airframe, or $600,000 per
trainer with a modern turboprop engine. It can.fully comply
with RAAF’s AFSR5044 whilst the PC-9 cannot.

Enclosed memorandum "New Aerospace Facility in Australia" covers
some aspects of the RAAF Basic Pilot Trainer Programme.

You would be interested to know that:

(i) Milltrainer 350/500TR fully complies with the AFSR. 5044
specifications.

(ii) Dr. Millicer’s designing capability are of the world
standard., Who is better qualified to upgrade the CT-4
than the original designer of it?

(iii) Our production memorandum of co-operation with Transavia
(Member of Transfield Group) joins skills of two firms
which not only provided original Australian light aircraft
design but effectively build them. Aairtourer,
Aircruiser/CT-4, Airtruk and Skyfarmer are still
extensively employed and flying well. .

ECONOMICS OF UPGRADING OF THE RAAF’S CT-4 ARE MOST IMPRESSIVE:

(i) Capital Expenditure Savings Schedule
Milltrainer 375/500TR is unsurpassed:

At best the savings to the Commonwealth Government can
be between:

$194.3 - $232.5 million

. Swiss Currency Costs Up

Further if Australian provisional contracts (December,
1985) with the Oerlikon-Buhrle Armament Group (Pilatus
Flugzeugwerke A.G. is a subsidiary of it) were made in
Swiss Francs the Swiss Franc to-day is about 17.2%
dearer than 8 months ago.

Assuming that the total contract is worth A$284 million
Swiss currency appreciation, in relation to the
Rustralian dollar, could mean an additional cost to the
Australian taxpayer of A$48.85 million dollars.
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(it)

(iii)

(iv)

If our assumptions are correct the PC~9, already the
most expensive trainer aircraft in the history of
world’s aviation, will cost $332.85 million per fleet
of 86 trainers or $3.9 per trainer.

+ We can upgrade/construct 69 (sixty-nine) Milltrai
for $42.9 million. Y ) rainers

+ Even if the RAAF opts for 69 PC-9's we can provide §9
Milltrainers within the Cabinet approved buggetary
framework of $284.06 million as a substitute for
additional 17 (seventeen) PC-9's which inflated total
number of airtrainers to 86 machines.

. This‘is due to shorter fatigue life of PC-9 than
origlnally estimated. This vital aspect of the PC-9
fatigue life is still not proven by the Aeronautical
Research Laboratories, Department of Defence.

. Milltraingr is 5.§ times cheaper than PC-9 without any
loss of high quality training capability.

. For $284.06 million one can build 473 trainers!

Operational Savings

Cost. savings schedules prove a phenomenal cost efficienc:
N 4 N y

of the Milltrainer EVEN IF' CAPITAL COST EXP

DIsRge o EXPENDITURE IS

Export Potential
In Milltrainer we have an Australian designed and built
trainer. It equals within AFSR 5044 to PC-9 in all

aspects, bu? top speed. Do the airforces of the world
wish to train their pupils at 300 Kts (535.6 ¥m/hr)
aircraft?

PC-9 weighs 85.6% of the World War II Spitfire Mk.1, has a
9.52% HP bigger engine, but the Spitfire MK.l top speed is
up to 20.7% higher than the PC-9.

It seems that the Milltrainer at about $600,000 a piece is
not only very cost-effective training aircraft but alse an
export winner,

Training Fleet Size Reduction Savings by Emploving
Milltrainer

. With BC~9 3 (three) trainer fleets (CT-4, PC-9 and
Macchi) have to be maintained.

. Milltrainer Turboprop reduces trainer fleet to 2 (two)
types of aircraft.
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3]

(vi)

Cost savings implications in such a fleet:size reduction
are self evident.

Australian Aircraft Designing Skills, New Australian
Aerospace Off-set, Modification, Adoption and Maintenance
Capabilit

These obviously cannot be fully satisfied by two foreign
firms which may be engaged in PC-9 project.

Prime Minister’s "Buy Australian Made" Campaign
Article by Peter Young, Defence Correspondent of the
Australian covers this issue well.

We will be pleased to furnish your committee with any further data
you may need.

Yours sincerely,

AL

W.J. Hent
Millicer Aircraft Pty. Ltd.
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Miltrainer 375TR

General characteristics

MILTRAINER MODEL 330TF 330TR 375TR
Engine Modsl Allison 250 8178 Garrett 331

| Derated horsepower, hp i 330 375

. Undercarriage fixed retractable
Propelier Hartzell, 3 blades, 84" dia
Internal fuel capacity, lbs - BB2 552 684
Asrobatic weight, lbs 2850 . 2700 2990
Wing loading, Ib/sq. ft 205 209 g 23.1
Power loading, Ib/bhp 8.0 8.2 8.0
Load factor, limit, G +6, =3 16, -3 +6. -3

Performanca at {SA+S dag.c

Best rate of climb, fom 2090 | 2050 2300
5 . Time to 10,000 ft, minutes 5.0 4.9 4.8
H] ,
<
§ a Maximum speed at sea level, knots 180 200 210
o
x E Cruise speed at 20,000 ft, knots 200 220 252
ge i
S£
7-: 2 Maximum sustained G at 10,000 ft 28 2.5 2.55
i
& Stilf air range at 20,000 ft, nautical miles 650 730 800
. Stall.spead, flaps down, knots 50 50 ' 81
Landing distance over 50 ft, fest 1270 A 1280 1300
Page 4
54 Page §
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Comparative data

AAA.F.

P TR

5 foes satr W Tversiom o8 Thrbone)
SPECIFICATIONS Beauirgments for Witranwr 330TF ‘Miltrainer 330TR

Asrcraft Make/Madel

e Pllot %
Teaining_Alrceaft Besic_Traner

Satic Teainer

Miltrainer 376TR
Batic_Trainer

Price as Tested:

Allison_250-817-c/d

Allitony 260-817-¢/d
3

Garrety 331014151
715

Enginels} Al :
:::::N“: for akealt: M@'____:!iue_‘&u-‘-"—?m——
= 7
T80 noun: 360
Fusl Type: AVTUR AVTUR ; AVIUR _ AvTUR
Prooeiter: NIS WARTZELL 84" HAR i
anding Geer tvoe: TRIGYCLE REIR TRICYCLE FL TR TRICYCLERETE.
Struciurat Service Lifa : 20 vrs or 8,000 hry Fully met & Proven Fully mat A Proven,
M. AUW Aerobetic. [be. 2410 2650 — 50
fax, Langing Waight. 1. NS 320 2 21 2]
ded) 1br. " _ _
SR “cc;ﬁu & Preswn Amust Somy pressn Some grasy'n m‘ & Some erw'n
YN R — 552 seawd
Jable fuel Ttd/Oot ibt.] N 3
G Caoecity: bt NS 32'0" 29,40.. —2
Vangsoan: i, & inches ELT M 12“ - BL
Gverslt Lenyih: It &inches :‘:\Au 2 2
Height? - . 95
Wing Ares 1. 1t 129 mﬁs 2
VWing Coating a¢ Max AUW 1ib.J5q, Tt.) - m 7 X an
Power Loschng: ibe.ing.] - F] &0
Accommoaation & Equioment Sioe by Sice Avwx A~ 3.8 Ng:::g :‘vgz‘sg T
Accommeocmtion ! __________________.__.——-————————"—‘
Systems, Annex A $=13 inct z
s‘;‘ nced Acle Anngx “AT 20 NOT MET. NOT MET ZIW' —
PERFQRMANCE §Flying e s Aftvina QuaiTar AL Annex "AT 2328 NOTMET. ;J&)’T MET
S, 5.1 Soted tknol BS NA 20
5.6 @ Al 1ucle, £t LO0" 140000 10.000: 7_&55
= G@10000H G 24G 19 mut 268G 258 2
ruite Soeed (94% am 17,000 KTAS) NS NA % 2_57
Sruise Speed Mex, 1 180 xns
r Exceed Speeq §A$ NS ﬁ: zl ;005 Z5
Flap Speed KEAS ) - _
:':m:a engurance, Sortie 1: 3 hes + 50 epuns 3 hrs_+ 50 mint 3 hes + §0 mint, :;::‘;Fg‘m‘:: -
Sortie 2 & 3, Minutes 111 ot MET gﬂg uel % or 496,
Stall Speed (Fisps up) KEAS: 70 :; &
1all Soeed (Flaps Downl KEAS 3 E
et flate of Climo itpm) @ SL; NS %%L :gso
i 2 5.0 X Y
Tirne 1o climb 1o 10,000", Mins -
e Cailing (L) 20,000 31,000 ::)Aom JBA
ake off ground roll tit,] NS NA A A
“Takeo!f over SOfs. (1t ";::L’ ?agf & A
(anding Ground Roil 11}
\anding over £0 f. ift.] 1,840 1,270 1280

GENERAL DATA
1. Some Production Detaits
CT4 [Driginally Dseigned 21 the Alrcruiser by O n K. Milticor]

f Mh cs Approx. Dat
44 Royal Astratisn Alr Force Aircraft m\-nd vice fopeax '.\00 00 s

Bllmlmd Taks Ot/
Landings: 420,000 timaes
14 Royal New 2taland Alr Forcs Aot Structursl Demege:i il

1 Demomuator INZ} Fatal Accidents d\lnn] Tr;lmng il

rerui Structural Servi hrs

1 Airruiar (Ausnrali) (fatigue tests am'doul b'i lhl Atronautical
Rseerch ubor-mrm Departmant af Osfence
Meibourne in CT4 lita can be extanded
10 the early ISWx without additional cost.

24 Roval Thai Air Force Aircrafe

Page 8
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Comparative data

Hawker Oe Havilland (Aul(ullli Ibﬂtulhcol U5, A,
Sutnldiary of: Hawker Siddiey &I Turboprop U. i Force SIS Sedru
¥ miners Lg

land; P.C.3
Turboprop: Besic-Advanced

N.Z, {Avo Engine
Sarvices, Hemilton, New Zealand}

Atrospace Lid., S Navy Ade T CT4 Airrginge primaty RAAF.
Wamire A10 Advanced Turboprop,  Altack = 1< Trainer Attack Alrcratt RNZAF. Roval Thai AF., ong
Trainer Light Atiack Rhlcery Ao Carrant AANE Totr

$B9m. for 164 A/C., 1972 33,6m. ssch $3.9m. for 51 A/C.. 1972
2T.6: ARSC B.X.6 - A28 D.I.6A.62 Lony, 10 - 3600
250 a1} 1160 210,

— 60010 10,000" 2400 2950, 210
NA NA, NA 1200
AVTUR AVTOR AVTUR 100 . 115 Octans,
HARTZEL HARTZELL NA HARTZELL 76"
TRICYCLE RETA TRICYCLE RETR" TRICYCLE RETA TRICYCLE FIXED
Not Proven MET Not proven Fully Proven In RAAF Service
5050 NM. 4300 4982 N 2400

——T 3500 4560 NI 2360

A 2960 3715 1587
Some Yes, cooting & PR Yo None
A 845 9203 840 DROP Tanks (NATY
NA 36
R 324"
28 84" 33"
7 105"
1796 1753
24, 204
TANDEM TANDEN NA NM.
TEMP NOT MET. NA Met NM
Mes Mat NM
MISSES ON 2.5 NA Met MM
NA 279 155
NA NA 20070 NM
23GHA NA a6 NM.
214 300 WM,
166 NA 270 125
252 280 320 207
50 NA 100 85
3 hours + 5C enin, NA 2 Hours + 20 min NM only M
NA NA A
68, 79 NM 7
[ SINM 70NM 5
2150 1.450 4,000 L350
&1NM NA NA 0
22.060 30.000 38,000 18,000
A 1315 788 760
520 1,920 NM 1411 1,300
A, 740 <) £00
730 NM. 1,795 N1 1,624 1,300

Baezheraft T-34C-1 Turboprop Training/Light Attack Alreratt, USA.
US A Foree 423 Aircratt}
S Mery 184 Adrcraft} Allin sctive service

Pilatus Flugteugwerke A.G., Switzerland

PCY Advanced Trainer/Attack Yurboprop Aircraft

“Two Prototypes (Status as on December, 1885);

No. 1 Swnu Rsgisiranion HB — HPA

No. 2 Swiss Regutration HB = HPB

Not :mlmd by the Swits Authoritiet to dare, Not accented by the Swiss Air Force a3 a trai

ructural Service Lita : Not proven, No fatgue test neither of 1he wing or fusalage u"lld out by the Asronauticel Retaarch Laboratories

Dunmm-m af Caience, Melbourns as yet.,
2 Nomenctature:
AUW - All \w weight
SL—Ses
KIS = Knun 1,852Kmihe}
KTAS — Knots true air spead
NP:EAS — Knots equivalent sir sperd
oe:
— including powsr flat rated 1o given altitude,
# NA = not spplicable or not avaabls
& NM = not met (RAAF AFSA No. 5044 — Basic Trainer Spscificationsh.
® NS — not 1pecihied by the RAAF

Page 9
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6 seater ~ civit and lisison role

Aijrcruiser 375

Sortie profile 1:

H H MILLTRAINER 37S5TR/SO0OTR

e i
! LRRRIEES B AcTa-gTR)
§ s .i gﬁih%t ' The CT-4-GIR is a gas~turbine conversion of the CT-4 aircraft, fitted with a Garrect
§ 3; hﬁ%;si{ii TPE331-1-151 engine, a retractable tricycle landing gear, and a Garrett P/No 2202200
s & ]

air-cycle air-conditioning system. The engine is flat-rated, at 375 shaft horsepower

for training and SC0 shaft horsep for the " ded role" of AFSR 5044, and will
achieve these powers at the RAAF Atmospheric Environment (hotrest temperature) to an
altitude of 20,000 and 10,000 feet respectively for the training and expanded roles.
This aireraft will meet the performance and handling requiremants of AFSR 5044 spece
ified except for the landing gear descent velocity, which is ten feat per second and
the environmental control cabin "pull-down" time, which could exceed five minutes to
reach 27 deg.C wet-bulb from 48 deg.C ambient and unspecified insolation,
AFSR 5044 states the objective to be "carrying out pilot training to about 100 hours
of total student flying time". The CT-4-GTR would be the most cost~effective trainer
£o achieve this objective, -
PERFORMANCE
Trainer role - 375 SHP.: AFSR 5044 CT-4-GTR
All-up weight max. 2000 Xg. 1356 Kg.(with 700 1lbs.fuel)
Manoeuver +6 -3G 46 -36
Sustained € at 10,000 ft, 2.5 2.35
2 — Cruise speed ar sea level 130 KCaS + 207 KCas
'§§ g o 2 |- Time’ to 10,000 ft.from brake release 6 mins.max, 4.6 mins.
z ;: e Ceiling at 200 £pm RGG. 20,000 ft. + 30,000 fr. +
s g‘i E Stall speed,clean 70 KCAS max. 63 KCAS
5 FE @8 ~ L Stall speed, configured 55 KCAS max. S1 KCAS
i Approach speed 80 XCAS max. 75 ¥CAS
Takeoff over 50 ft,obstacle 500 M.max, 305 M.
Landing over 50 ft. obstacle 500 ¥.max, 400 M.(liess with reverse)
Minimum cruise speed 120 KCAS max. 120 KCaS
All-up weight with 600 Kg. of external stores 1865 Kg.{with 500 1bs.fuel.
Manosuver % =2 G,
Max. level speed with external stores 200 KCAS.
S/L climb with T/0 £lap and stores 1020 £pm.
§/L climb clean with stores 1700 fpm.
S/L climb after stores release (1265 Kg.AUW) 3250 fpm.
Max. level speed after siores release 220 KCaAS
Takeoff over 50 ft. obstacle with stores 610 M.
000000000
' 59
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SPITFIRE MKI %?_?
iyl

Wetght, normal wm‘;’
Weight, overload, ext fuel - 5,780 Lb
Wing area 242 =q. ft 175 sq. It
Wing loading 24 _1b/sq.7t 28.4
Maximum horsepower 1,050 1,150
Power plant weight 2,020 1b 450
Maximun speed, KTAS : 315/
Maximum rate of climb 2,500 rt/uin 4,000 ft/min
Time to 20,000 ft 9.4 min NA
Welght of fire/sec 4.0 1b NA
Fuel capacity, internal, 1ibs 610/8S gal 793
Maximum range, ¥.M. 500/575 gal 600

Aate of rell at 400 =mph

14.0 degrees/sec 90 deg/sec
Permissible CG range, percsntage € 170K

mean chord 2.7 NA

factored wing loading 240 1lb/sq.ft 300 lb/sq.fc
Maximum diving speed m @
Structure weight, per cent 33.0 NA

Znerg¥ absorption of undercarriags 8,300 ft/1% NA
Undercarriage siroke 4.9 in NA

Stall speed, F.Q. °/F 60° XEAS §9r51 79770

Note: Subsequent Seafire 47 weighad 12,500 lbs this weight is the
equivalent of a Spitfire Mk I carrying 22 airline passengsars
each with 40lb of baggage. .

Source: "The Spitfire; G. Quill; Movemzen 1982, Appendix 1G; p.304
*3ilatus PC-9 Srochurss, 1985
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AIDE-MEMOIRE
RAAF’S BASIC PILOT TRAINER PROGRAMME

B o o =

(AFSR_5044)

FATIGUE TESTS. ISSUES

QL

“NOMAD*

"Nomad aircraft FULL-SCALE FATIGUE TESTS by Government

aircraft Factories received some sponsorship from the
Department of Defence partly as an Aeronautical Research
Laboratories, Melbourne: ’

* basic research project and

* PARTLY to FULFILL AUSTRALIA’S OBLIGATIONS TO- OTHER

COUNTRIES AS THE PRIME CERTIFICATION FOR THE AIRCRAFT".
Source: BIE: Research Report No 20; AGPS: Canberra,
March 1986, p.147.
Why then the Swiss "obligations to Australia" contract is
not based on "full scale fatigue tests" as a “prime

certification authority” for the PC-9 fatigue capability?

“WAMIRA"
Aeronautical Research Laboratories (ARL) were fully involved
in fatigue terms associated with the "Wamira® Basic Trainer
Programme.
BIE: Report No.20; op.cit. p.159 states:
"Ip this programme ARL was an advisor to the RAAF and
the sub-contractor to the AAC (Australian Alrcraft

Consortium). ARL CONTRIBUTED TO FATIGUE LIFE

ASSESSMENT OF THE PLANE AND TO ASRODYNAMICS PEREFORMANCE

66

for4

Q3

ASSESSMENT

Why was not PC-9 FATIGUE LIFE ASSESSED BY THE ARL in

similar manner to "Nomad"” and "Wamira"?

DR MILICER DESIGNED RAAF‘S CT=~4

Was most extensively and exhaustively fatigue tested by the
ARL over a period of some years.

Results of fatigue life tests were phenomenal:

* 51,000 fatigue life hours achieved whch means:
approximately 12,000/12,500 operational service hours.
PC-9 ACTUAL FATIGUE LIFE QUERY

It- has been said that PC-9 airframe target life is 10,000hrs
or L.0.T. of 20 years

However the PC-9:

(i) has not been proven in service. Only 2 (two)
flying prototypes were constructed at the time
of discussions with the Australiap Government
and the PC-9 flew only about 100 (one hundred)
hours.

Incidentally CT4’s designed by Dr Millicer
achieved some 300,000 hours in the air, 429,000
take~offs and landings and are now flying with
the RAAF.

PC-9 has not been selected as the Swiss

(ii) The RAF Jet Provost, witb similar design to
the PC-9 wing pick-up peints, proved to be

operational for only 4,000 flying hours.

67



Q4

QB

3.

(1id) Even prior to delivery of the 1st PC-9 to the

RAAF BIE Report No.20 stated on p.185 that the

pC-9 has "Somewhat shorter fatigue life".
OVER_THE BUDGET COSTS

How could then, the Commonwealth Government invest $284.06
million funds for 86 PC-9 trainer aircraft instead of the
required 69, and with the officially stated reputation of
"somewhat short fatigue lives" even prior to the RAAF

evaluation flying programme?

KOW SHORT IS "SHORT FATIGUE LIFE"?
It is obvious now that the lack of fatigue tests results in
the unnecessary additional costs to the Commonwealth of
$46.83m arising out of forced purchases of extra 17
{seventeen) PC-9‘s thus:

(i) it increases RAAF trainer fleet from required

69 aireraft to non-planned number of 86

trainers;
{iiy forces the RAAF to have 3 {three) trainer
fleets (CT-4, BC-9 and Macchi) instead of 2
(two) namely Milltrainer and Macchi only.
{iii) inflicted on the taxpayer an unwarranted cost

of additional $46.83 million or SUEFICIENT
FUNDS TO PURCHASE 69 (sixtv-nine) MILLTRAINERS

WITH AN ADDED AVIONICS BONUS;

{iv) Who was in fact responsible for the uncritical

and the inaccurate acceptance of the cstimate
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4.

of t'. PC~3 fatigue life data?

V) It has been said that some 11 (eleven)
delegation flew to Stans, Switzerland. Nobody
obviously made an informed inquiry about the
fundamental issue such as the fatigue life of a

$3.3 million a piece trainer?

Who in actual fact induced the Australian Government to
invest $284.63m in untested (test flights are not completed
yet) trainer which misses on some 6 (six) AFSR 5044

requirements (Ref. Millicer Aircraft Brochure pp.8-9)?

If fatigue life tests for PC-9 were considered of trivial
importance why then the ARL spend a fortune in time and
funds to fatigue test:

* NOMAD

* WAMIRA

* MILLICER DESIGNED CT4.

If fatigue tests are considered of no consequence for PC-9
why then ‘Hawker de Havilland’s are testing presently via
CAC, the Macchi~MB326H for airframe fatigue incidence (cost
about $2m).

Other Associated Issues

Published Commonwealth reports provide up to-date insight
into Basic Pilot.Trainer Aircraft Project.

The interesting aspect of these reports is that the absence
of reliable information, ability to develop an acceptable
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time frame and control resulted in cost overruns around
$70m, schedule slippages.

Thus the issue is what safeguards have been taken to avoid
repetition of "Wamira" financial disasters, cost overruns
and time slippages, in the context of PC-9.

Reports are examined in chronological order:

Report of the Auditor-General upon Audits Examinations and
Inspections under the Audit and other Acts, April 1985,

Auditor’s General Office, Canberra, ACT states:

p.11: "C lth (repr d by the

. Government Aircraft Factories) should join

. Commonwealth Aircraft Corporation Pty Ltd,

end . Hawker de Havilland Australia Pty Ltd,

to form the: AUSTRALIAN AIRCRAFT CONSORTIUM PTY LTD.
On June 1982 AAC was contracted to carry out the
design and development of the Basic Trainer (Phase
2) at the cost of $146 million (August 1981
‘prices)”.. ...y
"The new basic trainer aircraft, to be known as
"Wamira”, will be a turbo-propelléxr, low winged
mohoplane with retractable undercarriage and side~
by-side seating
Sixty-nine (69) aircraft are regquired to provide a

fleet life of 20 years, allowing for attrition

losses."
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p.12:

6.

. "At October the total project cost was estimated
at $281 million (compared with $155 million at
August 1981 prices).

. Phase 2 costs had increased from $46 million at
August prices to $64.4 million at October 1984
prices.”

it emerges therefore:

After some

p.13:

Estimated cost per trainer $4.07 million.

. Total cost of $281 million very close to Pilatus
PC~9 order of $284.06 million (for 86 aircraft,
instead of required 69 machines), on account af
fatigue life limitarions of the Swiss trainer.
$64.4 million were spent on the "Wamira"™ project:

. THERE WAS NO PROTOTYPE - thus no "Wamira" ever

took to air whilst Phase 2 stated (p.1l),

"This (phase) covers the design, development and
testing of the prototypes. The project WAS AT
THIS PHASE AT THE TIME OF AUDIT (December,
1984)".

“Audit revealed that there was a lack of firm

financial information relating to the Australian

design, development and production of a trainer
aircraft at the time of project approval and this

could have impacted upon consideration of other

options.*
"Departmental records also disclosed that in

September 1983 the project WAS BEHIND SCHEDULE IN
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p.14:

p.16%

1.

TERMS OF BOTH EXPENDITURE AND TECHNICAL
ACHIEVEMENTS AND THERE WAS LITTLE CHANCE OF
RECOVERY. AUDIT QUESTIONED WHY DETAILS OF T@SE
SLIPPAGES WERE NOT ADVISED IN THE DEPAR’IMENTAL.

ARl Ay A T

SUBMISSIOIN ON 18TH OCTOBER 1383 SEEKING INCREASED

EUNDS.. "

"It was INDUSTRY'S INEXPERIENCE AND HENCE REDUCED
COMPETENCE LEVEL that have contributed mostly to
cost overruns and schedule slippage.”

mAudit concluded that the evaluation of Australian
industry”s ability to undertake the project has
proven to be overly optimistic and that initial
projections of costs, timing and technical risks
were inaccurate resulting in cost increases and
project slippages."

"Slow progress towards design completion was
identified by the Department in November 1983.
When AAC WAS UNABLE TO' PRESENT MAJOR PORTIONS OF

A NS D A T

THE AIRCRAFT MOCKUP FOR REVIEW. At that time the

‘project was reconstructed to help overcome

slippages, but QUISTANDING DESIGN DIFFICULTIES

PREVENTED ANY SCHEDULE RECOVERY.™
The. MEASUREMENT OF ACHIEVEMENT OF THE PROJECT HAS
NOT BEEN EASILY DISCERNIBLE BECAUSE WORK REMAINING

COULD NOT ALWAYS BE IDENTIFIED AND MEASURED."

wThe significant cost overruns and slippages in the

project stem from initial project considerations
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where project costs and EVALUATION. OF INDUSTRY’S

ABILITY TO UNDERTAKE THE TASKS WERE SIGNIFICANTLY

UNDERESTIMATED. "

It is fair to remark that no tenders were called for the

Basic Pilot Trainer Aircraft Project in Australia, but

foreign firms bids were sought.

p.13

(Footnote 4)

. The Australian Rerospace Industry : Structure,
Performance and Economic Issues, Research Report
No. 20; Bursau of Industry Economics, AGPS,
Canberra, 1986 adds some significant facts to the
Auditor’s General remdrks.

"Prospects for complete production of manned

aircraft in the near future have diminished with

the cancellation of the "Wamira" trainer aircraft.

The programme had been in doubt for some time.
(Trainer Aircraft 'in doubt, 1985 Cranston, 1985d;
Hawker de Havilland fight back..... 1885,

but was finally cancelled on 16 December 1985
expiry of funding on 31 December 1985, The Swiss
Pilatus was selected as the RAAF trainer,"
Notwithstanding a series of disastrous failing of
"Wamira" project Report No. 20, opp.cit says:

"The Commonwealth Aircraft Corporation and Hawker

de Havilland OBTAINED ABOUT TWO-THIRDS AND ARQUT

FIFTY PERCENT OF THEIR RESPECTIVE SALES FROM

GOVERNMENT CONTRACTS."



p.17

p.31

p.41

p.49

2.

"{in} 1985 Hawker de Havilland and the Commonwealth
Aircraft merged."

*Many of the larger firms are subsidiaries of
overseas aerospace f£irms most PARTICULARLY HAWKER

DE HAVILILAND (70 PERCENT OWNED BY THE UK PARENT,

British Aerospace)™ etc.....

The structure of the industry, which has been
largely static since the RATIONALISATION OF HAWKER
DE HAVILLAND FACILITIES, FOLLOWING THE IAC INQUIRY
INTO THE INDUSTRY IN 1975, HAS RECENTLY BEEN
TRANSFORMED BY THE MERGER BETWEEN THE TWO LARGEST
PRIVATE. AEROSPACE MANUFACTURING FIRMS:

THE COMMONWEALTH AIRCRAFT CORPORATION AND HAWKER DE
HAVILLAND.

CURRENTLY THESE TWQ FIRMS HAVE JOINT SALES OF ABOUT
$160 million and total employment of 3,350 PEOPLE."
Report No. 20 did not mention that 70% of the
profits on $§160 million turnover obviously were
repatriated to England.

Distribution of depot level maintenance workload

for the RAAF, australia, 1984-85 was: %
. Commonwealth Airxcraft Corporation 15.0
. Hawker de Havilland 14.8

or practically one-third (29.8%) of Australian
aerospace industry is now in foreign hands.
Example:

Hawker de Havilland with 117,000 man hours provided
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49,.8% of the workload for the RAN, Australia,

1884-85, No other tenders were called by the RaN.

S0 in fact Australia is not only dependent on overseas for

aerospace supplies, but encouraged foreign firms to

"rationalise” by buying out Australian aircraft companies

{CAC) and increasing overseas control of what remained of

Australian aerospace capabilities.

How then we can justify such a the situation whilst:

p.57

P.57

Footnote 19

"According to a government sub-committee report on
costing published in 1985, the DESIGN, DEVELOPMENT
AND PRODUCTION INVESTMENT COSTS OF THE AUSTRALIAN
AIRCRAFT CONSQRTIUM’/S “WAMIRA" AIRCRAFT (AIO BASIC

TRAINER) AMOUNTED TO $169.5 MILLION or 45 PERCENT

OF A TOTAL ESTIMATED PROJECT COST (EXCLUDING

SPARES) OF $373.1 MILLION FOR 639 AIRCRAFT™.

The particularly high launching costs associated
with "Wamira® REFLECT THE INEXPERIENCE OF THE

AUSTRALIAN AEROSPACE INDUSTRY WHEN WORKING WITH

MILITARY SPECIFICATIONS.

™This comment does not apply to the Government

Aircraft Factories which have a substantial and

development expertise, and who WERE ABLE TQ
COMPLETE THEIR DESIGN AND DEVELOPMENT TASKS ON THE

"WAMIRA" SOME 12 PERCENT UNDER THE QUOTED

MANHOURS . "
*COST OF DESIGN/DEVELOEMENT OF A NEW AIRCRAFT MAY
BE REDUCED THROUGH EXPERIENCE OF PREVIQUS PROJECTS.



p.15
Table 2.2.1

1.

IT HAS PROBABLY BEEN SUGH LACK OF EXPERIENCE WHICH

HAS especially with the AUSTRALIAN AIRCRAFT
CONSORTIUM, COMMONWEALTH AIRCRAFT CORPORATION AND

N Ny e e

HAWKER DE HAVILLAND WHICH HAS LED T0 THE HIGH

DEVELOPMENT COST OF THE "WAMIRA"."

It must be noted that the last alrframe
De Havilland produced was the tri-engine "Drover"
in 1946..

Cynics. used to say that the Drover could not take-

' off on two engines, and hardly could fly on three

motors it had.

Notwithstanding of "Wamira® financial calamity:

p.97

p.97

"The pronounced government role in investment in
the aerospace industry is nctable..

It is estimated that. over 20 percent of TCTAL
INDUSTRY CAPITAL STOCK WAS OWNED BY. GOVERNMENT IN
1982-83. 'To some extent this involvement is
dictated by Government ownership of a major
;aerospace enterprise, about half of government

capital. stock resided with the Government Aircraft

Factories. The remaining (50%) MAINLY RESIDED WITH

THE PRIVATE FIRMS HAWKER. DE BAVILLAND and the
COMMONWEALTH AIRCRAFT CORBORATION."
"Investment DATA EXCLUDES CAPITALISED LEASING AND

Table 4.4.2 CAPITAL ASSETS OWNED BY THE GOVERNMENT."

Note: b.

76

p.101
Table 4.5.2

p.124

12.

"Profits and Profitability in the major private
aircraft manufacturing firms, Australia 1974-75 to
1982-83" table indicates stzong symbiosis (which
could be of course ceoincidental) between Government
horrid losses on "Wamira" project and Rawker de
Havilland phenomenal profitability after a 1974-78
loss run.

"The RAAF LAID DOWN A SPECIFICATION FOR A TRAINER,
called AFSR 5044 which. called for:

. SIDE-BY~SIDE SEATING

. LONG FATIGUE LIFE, and

s dds Sl

. SUPERIOR PERFORMANCE.,

It has been claimed by several industry members that RAAF'

specifications invelved "gold plating”, that is excessive

specifications were set which inevitably led to very high

costs."

All above. can be well provided by Australian constructed
Milltrainer 37STR turboprop.

P.145

"Foldowing delays, costs -overruns and difficulties
in project management (Auditor’ 3 -General Office,
Report, 1985) the programme was increasingly
questioned by RAAF.

IN 1985, HAWKER DE ‘HAVILLAND PURCHASED THE
GOVERNMENT AIRCRAET FACTORIES’ SHARE IN THE
PROJECT, INTRODUCED CHANGES IN SPECIFICATIONS AND

OFFERED .FIXED PRICE CONTRACT ON THE 69 PROPOSED
AIRCRAFT."

7
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No purchase price was stated.

Thus Hawker de Havilland acquired not. only the projec.t by

the extensive range of parts, jigs, special tools etc.

eminently suitable for light aircraft manufacture, as well
as all parts of "Wamira" aircraft including the fuselage,
wing, undercarriage,; flying contxols etc.

Australian Government investment in the project of about

$70m were handed over at a nominal price to a foreign

multinational.

The sad. sequel to "Wamira® was the static test of the wing

at the University of NSW.

It failed and wing distorted. It has been said that

structural modification to the wing spar would add about 11

percent to the trainer’s weight whilst it already weighed

5,050 lbs and was well above RAAF’s AFSR 5044 maximum all up

weight (AUW) aerobatic lbs of 4,410 by 14.51 percent.

p.145 However, "funding for the program expired on 31
December 1985 and a government decision was made to
procure Swiss Pilatus PC-9 trainers (with tandem
‘rather than side-by-side seating arxangement) as
the RAAF basic trainer aixcraft”.

p.268 "Direct Funding of the Aerospace Industry.

8.4 The Australian aerospace industxy was the recipient
of over $100 million of direct funding in 1983,
most of which was channelled to one enterprise, the
Government Aircraft Factories, with bulk of the

remainder allocated to the two prominent private
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firms the Commonwealth Aircraft Corporation and
Hawker de Havilland."

8.4.1 Maintenance of Production Capability Payments (MPC)
"Three firms engaged in aerospace activities are
recipients of MPC payments:

. Hawker de Havilland
. Commonwealth Aircraft Corporation, and the
. Government Aircraft Corporation.*

p.270 Table 8.4.2; Maintenance of' Production Capability
Payments to the Aerospace Industry, 1970-71 te
1980-84 CM 1979-80 Constant Prices.

COMMONWEALTH HAWKER de

AIRCRAFT CORPORATION HAVILLAND
1975-76 8.4 million 3.9
76-77 8.7 5.1
77-78 6.9 5.6
18-19 5.8 5.7
79-80 5.3 4.7
80-81 4.3 4.6
81-82 3.4 4.0
§2-83 4.5 4.4
83-84 3.7 3.8

Thus it is not surprising that subsidised industry, after
disastrous fallure of "Wamira", presumably under guidelines
frem their overseas boards, propounds the notion:

p.247 "It is possible that the best strategy would be to

predominantly purchase aerospace goods overseas at
prices subsidized bv other governments."
0f course fatigue life of PC-9 blunder does not indicate
that the Swiss Government is paying for it. Extra cost of

17 aircraft (increase from 69 to 86) forced Australian
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taxpayer- to pay out $46.83 million over and above the cost

of §9 trainers originally considered by the RAAF,

The logical outcome of the reliance on "prices subsidized by

other governments".is:

P.265 nOther option which might offer the prospect of
improved performance is PRIVATISATION..

Given that the. other major aerdspace enterprise
Hawker de Havilland/Commonwealth Adrcraft
Corporation is wholly privately owned and with a
large overseas interest there APPEAR TO BE LITTLE
STRATEGIC. BASIS FOR THE CURRENT OWNERSHIP STATYS OF
THE ‘GOVERNMENT AIRCRAET FACTIORIES.

.CLEARLY PRIVATIS‘ATIGNAPROVIDES‘ GREATER AUTONOMY OF

CLEARLY PRIV AT A O By R e e =

MANAGEMENT AND INCREASES FLEXIBILITY."

. It seems obvious thac if one is 70% owned by
overseas. interest there is little degree of
autonomy of management and arising therefrom
flexibility.

It was not. surprising-however to learn from the Joint

Committee: of Public Accounts:

p.149 "Because of schedule slippages and escalating

8.11 costs in the design and development of the
"Wamira™ the Government decided in July 1985 to
reduce work on "Wamira® and invite tenders from
two overseas manufacturers and Hawker de
Havilland. Australia which in August 1985 TOOK
OVER the AAC and the MANAGEMENT OF THE "WAMIRA®
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P.149

16.

DESIGN AND DEVELOPMENT, '
TENDERS WHICH CLOSED ON 16 SEPTEMBER 1985 were
received from:
. Hawker de Havilland, and
. Pilatus of Switzerland."
This. Statenent is not completely cozrect as
Millicer Aircraft made an "unsolicitated" firm
telex. offer on 13 and 14 September 1985.
"On 16 December' 1985 the Government announced its
decision to acquire the Pilatus PC-$ aircraft.
Sixty-nine aircrft would be built in Australia
under licence with production commencing in mid-
1986 and continuing into the 1990’s.
Hawker de Havilland WAS EXPECTED TO BE PRIME
CONTRACTOR FOR THE MANUFACTURE. OF THE §C-9."
8.13 The RAAF formulated demanding performence,

durability and maint requi s for its new

basic trainer. The RAAF wanted:

(i) 2 trainer aircraft which more closely met
the needs of its undergraduate pilot
training concept;

{ii) an aircraft with a long service life and a
low. total life time cost;

(1i4) an alrcraft with an expandable role
capability, for example; as a forward air
control airecraft; and

‘a project which: wonlgd
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(iv} equip the Australian aerospace industry
with an advanced design capability, and
{v) offer good prospects for follow-on orders
from overseas sales. (2}
2. Minutes of Evidence, op cit, pages 1427-8.
Department of Defence, Air Force Staff Target
5044, datad 25 May 1979, Annex A,

Department of Defence, Air Force Staff

Reguirement 5044, dated 22 October 1979, Annex
A.
p.150 8.14 "The RAAF initially required 64 (later
revised to 69) aircraft to be delivered from mid
1986 when the "life of type" of the existing CT-4
trainer was then expected to be reached. The life
of type of the CT~4 has since been revised to
1990."(3)
3. Department of Defence, Major Equipment
Propnsal, Project Air 5044, 23 October 1978,

paragraphs 8,12,14~16,29.
Minutes of Evidence, op cit, page 1426.

Q8 It would be interesting to learn why, in the PC-9 context
(consecutive numbers refer to 8.13 p.143):
(i) PC-9 does not meet closely the needs of the
undergraduate pilot training concept. IT CAMNOT
CATER FOR THE PRIMARY TRAINING PHASE (40 - 60 hrs.

of ab initio flying).
{1i) There are already doubts about "long service liZe".
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PC-9 original order of 69 trainers HAS BEEN

INCREASED TO 86 trainers at the cost of $46.83

million on ACCOUNT OF SOMEWHAT SHORTER FATIGUE

et e B RS SRR RASENUS

LIVES OF PC-9‘s.

(ii) .

PC-9 expandable role capability is available,
but its short mission duration of 2 hours and 20
minutes is well below AFSR 5044 standard.
Milltrainer 375TR/500TR can achieve 3 hours and
50 minutes.

Tandem seating does not comply with AFSR 5044
which calls for side~by-side configuration.
PC-9 had no grass landing capability,

(iv) Pilatus ‘Representative in Australia stated:

All PC-9 modifications carried out to meet RAAF
requirements will be carried out by Pilatus,
Stans, Switczerland.

Some undercarriage work will be done jointly by
Pilatus/Hawker de Havilland,

Hawker de Havilland will be the prime
contractor.

Final beneficiaries will be:

both Hawker Siddley, UK, and

Pilatus Flugzeugwerke A.G.

Stans, Switzerland (subsidiary of: Swiss
Oerlikon-Buhrle Armament Group)

Q9 How then the thesis of "equipping the Australian aerospace

industry with an advanced design capability” will look in

&3
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{a)

(b)

15.

practice: §
advanced design work: 100% done in Switzerland and thus

. all profits in this most important..area will accrue
100% to Swiss;
some design work will be done on, the undercarriage by
Hawker de Havilland. In this case profits will be
again repatriated overseas (UK)..
Export Potential Limitations
PC-9 will cost about $3.3 a piece, therefore "geood p'rospects
for follow-on. orders from overseas sales” .arxe indeed
limited:
Capital cost of PC-9 is approximately $3.4m (Table "E").
This is 5.7 more expensive than the Milltrainer 375TR/S00TR.
Pursuance of export objectives .at high: unit price levels
will most likely necessitate Australian Government
subsidies:
*"Ramira’s” design, development and completion of one
{1) non-~flying prototype required the degree of
assistance to be raised to $155M {August 1981 prices)
{Ref, Report No. 273, Joint Committee of Public
Accounts: AGPS; Canberra, 1986; * 15; p.150).
The high capital cost of development can be illustrated by
the fact that:
. *"Wamira" project (now defunct) was run (abt. 66.6%) by
the Hawker de Ravilland.
It proved that the costs:
phasa T S 4.34
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Bhase II

$64.44 were well above the estimates
*{Auditor-General’s Report p,13)

. Time scale slippages were in some cases in excess of 23
months with the Corresponding cost impact.

. PC~9 project may have identical problems.

. The relatively high unit costs, combined with
exceptionally high AUW of 5,050 1bs or 1.7 times
heavier than Milltrainer at 2,890 lbs, and expensive
600 sHP turboprop about ($300,000 v Milltrainer’s
engine at $200, 000; gave rather a scant aceount of its

===fh account of its
suitability to the other air forces.

Further it does not offer a wide export scope on
account of mission of limitations (sortie endurance):

. 2C~9 with 950 smp gas turbine, AUW of 4,982 1bs, 1s
also abt 1.7 times heavier than the Milltrainer. Its
engine is in the bower range of WORLD WAR IT SPITFIRE
Me. 1.

. Obviously the weight and the high SHP result in rather
unfavourable cost-schedules.

Will BC-~9 exports be subsidised by Australian Government?

It appears that impediments to P¢-9 exports will be rather

similar to that of "Wamira®, unless subsidised by the

Bustralian Government,

As an example:

. "Nomad" required Australian Government production
subsidies as follows:

*Total subsidies: §119.6 million
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*1975-76 assistance $1.8M per aircraft

1983-84 assistance $.801M per aircraft
Ref. B.1.B. Report No. 2; AGPS, Canberra, 1986; Table
8.4.3.; p.276.

Above excludaes ARL costs.

. The Milltrainer at the price of $.6M pex aircraft
offers much more substantial chance of export sales.
These will not only defray some further design and
development costs but also allow for substantial future
puraly Australian research and development and
extensién of existing design capabilities.

. In the Milltrainer case aircraft design expertise will
augment objectives of high performance, cost
effectiveness, development of further design
capabilities and export marketability.

MILLICER AIRCRAFT OFFERS DISREGARDED

Thus, it appears. rather unusual that:

(i) Millicer Aircraft firm offer to the RAAF (telexes llith
and "13th September 13585) did not bring any response
whilst it was officially announced that the CT4

airframe test, by the ARL, achieved 51,000 fatigue life
hours; and

(ii) It was obvious, that the CT4 designed originally by Dr
Millicer, with some 300,000 hours of training
flying, about 420,000 landings and take-offs, without a

fatal accident, was an admirable trainer. It seemed
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logical that if re-designed by Dr Millicer it could
yield technical excellence and unmatched cost-
effectiveness at the price levels 5.5 times cheaper
than the Pilatus PC-9.

JOINT COMMITTEE OF PUBLIC ACCOUNTS FINDINGS

By some extraordinary circumstances no record could be found

of Millicer Aircraft offer to the RAAF by the Joint

Committee of Public Accounts (No.243, March 1386) .
However,the Review of Defence Project Management Vel.2;
Project Andlyses; Report 243; Joint Committee of Public
Accounts; Parliament of the Commonwealth of Australia; AGES;
Canberra March 1886; states that the ONLY EVIDENCE OF
MILLICER AIRCRAFT SUBMISSION WAS A NEWSPAPER ARTICLE which
presumably attracted the attention of the members of the
Joint Committee. (p.153):

"OTHER COST SAVING TRAINING OPTIONS"

8.26 the Committee has NOT SEEN THE REPORT OF THE REVIEW OF

THE RAAF’S TRAINING PHILOSOPHY. It is suprised, however,

that a REVIEW OF RAAF UNDERGRADUATE PILOT TRAINING CONCEPTS

¥AS NOT UNDERTAKEN AT THE COMMENCEMENT OF' PROJECT
DEFINITION.

8.27 THE COMMITTEE IS UNABLE TO FIND IN THE PROJECT RECORDS

ANY ANALYSIS OF ALTERNATIVES TC A NEW AIRCRAFT ACQUISITION.

The designer of the CT4 aircraft has been reported as
stating that the airframe and wings of the CT4 has a long

remaining life and the airframe could be upgraded (by
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installation of a new engine and re-design the tail plane)
to meet the RAAF’s basic trainer aircraft performance

requirements for about $400,000 each. THE OFTION DOES_NOT

APPEAR TO HAVE BEEN EXPLICITLY CONSIDERED WHEN THE

GOVERNMENT RE—-STRUCTURED_THE BASIC TRAINER PROJECT IN JULY

1985"
REFERENCES: Final Report to Force Structure Committee,
op.cit., paragraphs 11~12.

ibid., paragraph 2(b), second part.

Department of Defence, Minutes of Forge Structure

Committee Meeting, 31 March 1981, paragraph 29.
Minutes of Evidence, op.cit., pages 1462~3.

"RAAF should Recycle Jet Trainer® Australain
9 September 1985.

"WAMIRA® VERSUS PC-3 REQUIREMENTS

Why was Wamira project required to produce 33 (thirty three}

reports on all modifications. Q135
How then presumably identical method of reporting on the
PC-9 seemingly missed that the PC-9 trainer:
* requires additional 11,000 man hours to carry out re- Q16
design of PC-9 airframe to comply with some AFSR 5044
standards.
PC-9 NON-COMPLIANCE WITH AFSR 5044: Q17

* is not within AUW (all up weight) limits

* tandem seating is not in accordance with RAAF’s needs
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has no grass landing capability and thus.

must have a re~designed wing to take heavier landing
gear (grass fields landing capability).

This may in turn affect fatigue life of the trainer.
* exceeds all stall speeds limits

has a limited sortie capability (2hrs 20mins)

is a trainer which CANNOT PROVIDE PRIMARY PILOTAGE

TRAINING IN FIRST 40~60 HRS OF pilot’s tuition.

to provide better pilot safety, a specially enhanced
stall warning system will have to be eventually

provided.

forced RAAE to be COMMITTED TO THREE (3) TYPES OF

TRAINER FLEETS INSTEAD OF TWQ ({2)

(1) Primary (CT4); and
(ii)
(1ii)

Basic and advanced trainer (PC-9)

Macchi M-326-B jet

Who forced on the RAAF “"tandem seating” whilst RAAF wanted a
"side~by-side” cockpit?

Why were no tenders called for PC~9 manufacture in

Australia?

How did the major partners of the disastrous "Wamira®
project acquire the monopoly on the PC-9 manufacture without

Australia wide tenders being even considered?

39
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How, in the very difficult balance of payments situation of

erises proportions, can Australia afford to:

* overlook existing Australian aerospace design
capabilities outside foreign companies (Hawker de
Havilland and Pilatus) when there is no actual
necessity for as the aeronautical skills and
manufacturing capabilities are available in Australia
through Millicer Aircraft - Transavia facilities.

* allow repatriation of most of the profits made on PC-9
either to
-  Switzerland (Pilatus) (100%) or
- UK (Hawker de Havilland) {70%)

Whilst the Joint Committee of Public Accounts (Report

243), March 1985 said:

(1) "Industry’s (AAC) lack of receat aircrafi
design experience”, 8.5; p.l145;

(i1) "The difficulties which subsequently befell the
project were results of RAAF and industry (CAC)
inexperience with designing aircraft to
military specifications”, 8.9; p.148; and

(iid) "the cost and schedule over-runs were
principally the result of the Australian
aerospace industry’s poor initial estimations
and its limited design capability -
deficiencies which the department (Defence)

attributed to the industry’s lack of current
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design experience”;-8.21; p.1l51.
There is tHus no guarantee that the PC-9 productiecn
line achievements will be supeerior to those exhibited
in the "Wamira" projects.

EXISTING ALTERNATE DESIGN AND MANUFACTURE OF LIGHT AIRCRAFT

CAPABILITIES IN AUSTRALIA NOT CONSIDERED.

There are two (2) firms in Australia which not only

.
designed, but have theixr aircraft flying in active service

around the world:

* Transavia - Skyfarmer, Airtruck

* Millicer Aircraft ~ Airtourer, Aircruiser, CT4
There is a little doubt that Dr Henry Millicer is a light
alrcraft designer of the world renown.

THE AIR TRAINER FLEET $284m: OVERSEAS EXPENDITdRE COST BURDEN

AND CT-4 ABSOLESCENCE. WHY NCT CONSIDERED?

Whilst the Auditor-General’s Report confirmed the excellence

of the Millicer CT4 airframe, it however, issued 2 warniné
phrased as follows:

wPhe Wamira was originally planned for introduction into
service in mid-1988 when it was originally estimated that
the life of the CT4 would expire. If the present delay of 1

(one) year, increases during the remainder of the project

("Wamira®”) it may be necessary to incur additional costs to

extend the life of the existing trainer aircraft" (p.1S5)
Australian built Pilatus PC-9 may £ly in squadron service by
1988. Ef "Wamira® type delays occur by THAT TIME, USEFUL
LIF_E‘:‘.(“)I:‘ CT4 MAY EXPIRE",
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Source: Report aof the Auditor General upon Audits,

Examinations and Inspections Under the Audit and

other Acts, huditor General’s Office, Canberra,

ACT: 16 april 1985 under "Basic Training ARircraft®
However CT4 IS ALREADY OBSOLETE AND DOES NOT COMPLY WITH

AFSR 5044
WHY PERSIST WITH CT4 EXISTING PERFORMANCE LIMITATIONS

In present configuration CT4 is subject to following

training limitations:

Training Limitations

1. CT4 cruise speed is already too slow for RAAF
navigation exercises syllabus., Minimum 3n.m/min is
required. This CT4 cannot achieve.

2. 2s aircraft is fitted with an old engine (out' of
production in UK) and its climb performance and hence,
aerobatic capabilities are rathexr poor at 10,000 f£t.

3. CT4’s. 210HP 10 360-D engine has a TBO (Time Between
Overhauls) of only 1,200 hours. Costs of running an
old engine are high.

Its -overhaul hours compare rather poorly, with the
modern turboprops such as Milltrainer’s Garrett/Allison
with 3,600 hours TBO or 200% longer.

4. Spinning rate, due to misconceived' modifications to the
original design, is too high. It does little to teach
the trainees to spin and recover from the spin

correctly.
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5, Spin is flat, recovery difficult. Already RAAF
DISCONTINUED TEACHING SPINNING TECHNIQUES as students
get dizzy and disorientated and do nto acquire spinning

skills. Now gnly entry into spin in demonstrated.

6, Canopy jettisoning (to bail out) may be difficult in
yaw. Recovery forces are too high on the stick due to
very high rate of descent in spin. Thus excessively
large height loss.

7. Original canopy was re-designed. It resulted in a very
noisy cockpit.

8, Aircraft has an. obsolete fixed undercarriage.

9. Is not airconditioned.

10. CT4 does not meet RAAF’s AFSR 5044 current requirements
for Basic Pilot Training Aircraft and its present
fatigue life expires in 3-4 years,

On the other hand, Milltrainer 375TR/S00TR can match ail

RAAF needs. It can provide for all pilot training phases

(jet excepted} adequately and cost-efficiently.

Its high flying qualities may allow RAAF to reduce existing

jet training on Macchi by 25-50% at. the capital cost 5.5

times lower than the PC-9. Milltrainer turboprop is

$100,000 a piece cheaper than one. used by PC-9.

Milltrainer availability, reliability, maintainability and

durability as well as standardisation, are at costs well

below other militray trainers.
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SQME REMARKS ABOUT NET EFFECT OF A FOREIGN AEROSPACE .CONSORTIUMS

Johannesburxg, South Africa.
PARTICIDATION IN RAAF'S BASIC TRAINER AIRCRAFT PROJECT

Head office seems to run various sub~branches in:

3 Durban: (p. 272 of the Durban telephone book)
This is an area of spinning pipe-dream fantasies about "cheapex"
* Hawker Siddley Electric

Crompton. Parkinson Afdeling
Winderstr 45

overseas aerospace acquisitions; as an example:

take an overseas aerospace  firm Hawker de Havilland operating in

Bus 3107 ‘Phone 37.9331
Australia: Durban
* "
{a) 70% of their net profit is repatriated to UK. ‘ 7 g:‘;;;io:}g::;iﬁsgiegg:{-c‘
(b) Thus if an overseas aerospace firm acquires any contracts éﬁ?ﬁiﬁ“ as above)

for civil or military aviation work (such as an offset * Hawker Siddlay

program) the net final benefit accrues not to jz-\usr.x:alia but t;:ﬂi’j?‘ssémqes
to averseas. parent company in the form of: gg;g;:nce Alfred str.50 32.0571
. financial gains (profits, net worth increases etc.) ‘ * Hawker Siddley Machines
Verkope & Dieus
. technology transfers. {address as above)
3ustralia is left with providing lower echelon of the 3 Durban
« .
workforce. All other economic benefits flow to overseas ¥§:§§§O§,ﬁ§§§§§
: : Box 3418
holdings. : (phone as above)
(c) Australian Government subsidizes such work. . Durbap
List of subsidiaries was provided above g (A1l told 6 (six) entries in Durban phone book)
{d) The disturbing aspect is however that the Australian ) Sapetown .
« .
Government subsidized gains, earned in Australia are not ﬁi’;ﬁ; s&ggi‘f_ﬂes) Pty Ltd
only repatriated overseas but in turn benefit other éﬁi gg?“mkker R
. Mait
subsidiaries of the foreign parent. C:pet:?l: Ph: 436547

This includes all Hawker Siddley, UK subsidiaries in South The philosophy of "cheaper" overseas- aerospace purchases of
Africa. trainer aircraft appear to result in the net loss in the.
. Hawker Siddley International Pty Ltd Australian balance of payments account and denies development of
Box 31053 Australian aerospace skills above the shopfloor lavel.
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Millicer Aircraft Pty. Ltd.

iincorpotaied in the ACT)

£.0. Box 286. Royal Exchange
34 Pltt Street. Sydney. NSW, 20001

Py : (02) 231.8622
: {02) 235.0108 Telephone: { E
:'::g:i\/g;'zgs; alier hours (02 960.3134

Ref: *266%

NEW AERQSPACE FACILITY IN AUSTRALIA

AUSTRALIAN OWNERSHIP, EXTENSIVE DESIGNING, MODIFICATION,

ADAPTION AND EVENTUALLY MAINTENANCE CAPABILITY

Hgistorical Background
In 1960 Victa Ltd. established an Aviation Division to manufacture
light aircraft in Australia.

s s ieist
The Chief Designer was Henry Millicer, former Chief Aerodynamicis
of the Government Aircraft Factocies.

He was wholly or partially responsible for design cf:

j i 600 built
jval Provost — RAF hasic jet trainer some
g?;ﬁizii Mkl & 11 - RAAi §§rg§§eamrcraft l,égg :
-~-Anti-Tank Guided Missi
ggigafaairt;ure: winner of the Royal Aeroclub of UK

etition - X
Airggﬂgser - its airframe adopted for CT-4 RAAF trainer
aircraft

Millicer Aircruiser Airframes Still Flying in Active Service:

45 airtrainers
24 "

"
RNZAF 14 .

. RAAF Lo
. Royal Thai Air Force
. Other services 2

i 3 nstructed. The
ircruiser/CT-4 class aircraft wexe col .
gg?gigglAgzligcer Aircruiser is still flying in Australia.

i i Millicer was
i3 i i ion to Australian Aviation Henry
;3::2;; §§n§§§3°§$3 Honoris Causa Doctorate by the Royal Melbourne
Institute of Technology.
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Original Light Aircraft Market in Australia

Until Victa’s entry into Australian aviation market in 1962-63 all
single engine aircraft (Crop dusters ex Transavia excluded) were
imported.

USA share of Australia’s total single-engine market in 1961-62 was
96

Effects of Millicer-Victa Production on Imports of US Made Light
Airceraft into Australia

Millicer~Victa Aviation reduced the share of US Light aircraft
imports from 96.84% in 1961-62 to 22.4% in 1963-64.

American Light Aircraft Manufacturers Response to Millicer-Vieta
Gaipning Large Share of the Australian Market

American light aireraft manufacturers took a number of steps which
in the long term were designed to jeopardise not only Millicer
Victa’s future but the whole direction of the Australian light
aircraft manufacturing capability,

Some of the steps taken are worth recording:

. American two-seat aircraft were imported far above
normal market growth rates.

. Special price reductions were introduced at dumping
levels.

. Extended aircraft trial periods without any down-
payments were introduced as special customer
incentives.

. Cessna prior to October, 1965 offered two-seat Cessna
150 for $10,400.

. In Australian Flying (Oct., 1965) the same Cessna 150
indicated a reduction to $8,750 or only 84.1% of the
original cost (discount. of 15.9% in one month).

Victa's Application to the Menzies Government. and failure to
Provide the Emergency Quantitive Restriction Over the Number of
imported Two-Seat Aircraft to Prevent Dumping.

. The main thrust of the application was not tec prohibit
importation of foreign light aircraft but not to
encourage the creation of an abnormal situation where a
disproportionately high number of two~-seat aircraft
could be dumped on the Australian market for the sole
purpose of stifling rapidly expanding Australian light
aircraft industry.
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. Number of imported aircraft be related to the
manufacturing capability of the Australian light
aircraft manufacturers.

. The future imports be based on 1964-6 imports together
with 20% allowance for market growth.

Menzies Ministry Refuses Victa’s Application

. Victa’s application was refused.

. By 1965 USA imports of light aircraft rose by 33%. It
was a classic example of dumping completely unrelated
to Australian light aircraft demand.

. Victa ceased production.

. Some 170 skilled people lost thelr jobs.

. Existing manufacturing facilities were sold to N2
whilst aircraft designing skills remained in Australia.

. Transavia became the only 100% Australian airframe
manufacturer left in Australia.

Imports from USA

Year Two-Seat Light Index
Aircraft
1963 - 4 9 * 100
1965 = 6 (1/2 year) 33 366.7
1865 - 6 (full year) 66 733.3

After Victa was eliminated out of competition and Australian
light aircraft market was once again 100% in foreign hands.

Millicer~Victa Record Light Aircraft Production

All up production of Millicer-designed light aircraft (Australia
and New Zealand) established record levels of:

. Airtourer 252 aerobatic trainers constructed
. Aircruiser/CT-4 85 military airtrainers built

Austraiian Government Purchases 45 Millicer CT-4’s from New
Zealand

. By an amazing set of circumstances 45 Millicer designed
~

4.

Aircruiser ajrframes, built in N2 were re-purchased by
the Menzies Government as CT-4.

Australian Government direct order to Victa for 45
Aircruisers modified to RAAF’s requirements would:

~ preserve Australian light aircraft industry and its
skills;

~ probably capture most of custom of the world’'s
aeroclubs ‘and military airtrainers in view of its
outstanding design, ruggedness and cost efficiency
of Millicer designed airframes,

Excellence of Millicer Designed Light Aircraft

. Alrtourer was readily accepted by the Australian
Aeroclubs as a primary, aerobatic trainer. With
suitable aerodynamic refinements can still easily
become the best aerobatic light aircraft in its class
in the world.

. There is an unfulfilled world demend for efficient
rugged and cheap light aircraft airframes for both
pleasure and military usage.

. As an example:

Lear Siegler Inc., Piper Aircraft Division built a
total of 2,497 Tomahawk/Tomahawk II (Piper-PA-38~112)
side by side air trainers. Piper announced that it
intends to recommence production of the Tomahawk in
1987,

Performance comparisons indicate that even the original
Airtourer is still an outstanding primary training
aircraft particularly when compared with a Tomahawk II.

Millicer Piper
Airtourer Tomahawk IY
Max Speed SL 228.5 Km/hr 209 Km/hr 9.1%
slower
Range 757.6 Km 745 Km 1.7%
shorter
Initial Rate of Climb 274. m/min 213 m/min 22.3%
slower
Enpty Weight 489.9 Kg 757 Kg 54.5%
heavier
. Mr Don Bigler, President of Teladyne Continental Motors

stated in his January 20th, 1986 lecture in Sydney:
*the main issue in American and world aviation is the
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lack of technologically advanced, relatively cheap,

easy to maintain, fast alrframes".
In 1965 Piper Corporation purchased Millicer Alrtourer 115 on the
strength of its outstanding aerobatic capability. Even the
rinside knowledge" did not allow Piper Tomahawk match the
Airtourer neither in performance or aerobatic excellence.
AIRCRUISER/CT~4

Attached "Milltrainer" pamphlet covers all aspects of RRAF
existing trainer and conversion options.

MILLTRAINER AND THE UNDERGRADUATE PILOT TRAINING CONCEBRTS

MILLTRAINER FIVE OPTIONS, NEW LIGHT AIRCRAFT DESIGN AND EXPORT
CAPABILITY

Millicer Aircraft have developed 5 {(five} versions of the
Milltrainer (airtrainexz military option). .

The Adircruiser is a civil, as well as the Air Force, Navy and the
Army support version.

These are:
AIRCRAFT TURBOPROP UNDERCARRIAGE

1. Milltrainer Allison 250 B17-B Fixed.
3307R

2. Milltrainer " Retractable
330TR -

3. Milltrainex Garrett TPE 331-1-151 "
37STR

4. Milltrainer " "
S00TR

5. Aircruiser Engine at Customer’s "

Option

The aim of the first four versions was to design an aircz_‘aft that
will very closely satisfy RAAF undergraduate pilot training needs.

MILLICER AIRCRAFT BROCHURE

Compares RAAF No. 5044 Air Foxce Staff Requirements for Basic
Pilot Training Aircraft (pp.8-9) with:

. Milltrainer 5 (five) versions

6.

‘ Beach T 34-1 Turboprop. US Air Force and US$ Navy
Advanced Trainer
. Pilatus Flugzeugwerke A.G., Stans, Switzerland, PC-9
Turboprop
. Wamira - Turboprop

* Milltrainer 374TR meets all the RAAF requirements but the
heavy armament one.
* Milltrainer 500TR: (last page of the Brochure) MEETS ALL

AFSR No. 5044 SPECIFICATIONS INCLUDING 1,330 lbs OF STORES.

* Pilatus PC-9 DOES NOT MEET SIX (6) REQUIREMENTS (p.9 of the
brochures) -of the RAAF’S AFSR. No. 5044 (p.8).

When consideration was given to purchasé 86 Pilatus PC~9 in
December, 1985 two PC—~9 (HB-HPA and' HB~HPB) apparently achieved

only 100 hours of test flxing to ;ustifz Australian Government
expenditure of $284.06M or $3.3 MLllion per airtrainer.

It has been said that by end of February 1986 PC-9 test £lyine
hours have been increased to some 250 hours per aircraft.

This is_approximately 0.1i7% of cT-4's flying hours.

It is significant that neither in England or Paris Air Shows, 1986
did the PC-9 engage in any aercbatics of consequence.

RRAF’s CT-4 TRAINER. WHY UPGRADE AT ALL.
el SRR, T VESRALN AT ALL

{a) CT-4 has, as it stands now, an inbuilt training limitation.
In fact it is already obsolete.

(o) Does not comply with the AFSR 5044.

{c) Purchase of the few new CT-4’s will not solve training
problems and eradicate the obsolescence but certainly will
increase all the costs in the long run.

Ezisting Training Capabilities Limitations

1. CT-4 cruise speed is already too Slow for RAAF navigation
exercises syllabus. Minimum 3 n.m./min, is required. This
CT-4 cannot achieve,

2. . As aircraft is fitted with an old engine (out of production
in UK) and the climb performance and hence aerobatic
capabilities are rather poor at 10,000 ft.

CT-4’s 210 HP I0~360-6 engine has a TBO (Time Between
Overhaul) only 1,200 hrs. Its overhaul hours compare rather
poorly with the modern turboprop such as Garrett with 3,600
hxs TBO or 200% longer.
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3. Spinning rate, due to misconceived modifications to the
original design, 1s too high. 3pin is flat, recovery
difficult..

Already RAAF discontinued teaching spinning techniques as
students get dizzy and disorientated and do not acquire
spinning skills. Now only entrxy into spin is demonstrated.

9. Recovery forces are too high on the stick due to very high
rate of .descent in spin. Thus excessively large height loss
results. .

S. Canopy jettisoning (to bail'out) may be difficult in yaw.

6. Original -canopy was re-designed and resuited in a very noisy
cockpit.

7. Aircraft has an obsolete fixed undercarriage.

8. Is not airconditioned.

9. CT-4 can provide training at only about first 40-60 hzs

level. CT-4 has little capacity to reduce costs of
expensive PC-9 or very costly jet trainer (Macchi MB-326-H).

10. At the moment very expensive Macchi MB-326=H jet is uséd for
140 hrs. of pilot’s tuition.

CT-4 FATIGUE LIFE LIMITATIONS

CT-4 has been flying for many years in RAAF’s servicé.
Eventuality exists that:

* Pilatus PC~% due to production time slippage may not be
ready for basic and advanced training by 1988 and

simultaneously some of the CT-4’s fatigue life may expire.

Therefore primary training facilities will be impaired as the CT-4
will become fatigque life unsafe.

This will attract a range of financial penalties.

* Purchase of additional obsolete CT-4’s will be an
operational and financial absurd.

Further, Pilatus. PC-9 may develop unforseen fatigue life or
flying characteristics problems.

It is not a fully tested aircraft and its flying time to-
date was only 0.017% of that of the Milltrainer. '
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Airframe and Fatigue Issues

As early as 16th Apxril 1985 the Report of the Auditor-General’s

Office drew attention to the two issues:

(1) The Aeronautical Research Laboratories fatigue “tasks
indicated the life of the dircraft (CT-4] could Pe extended
Eo the eatly 1990’s without additional cost” (p.15)

(ii) Wnilst the Auditor-General’ 3 Report contirmed the excellence
of the CT~4 airframe it however issued a warning phrased as
follows:

"The Wamira was planned for introduction into service in
mid~1988 when it ‘was originally estimated that the life of
the CT-4 would expire.

If the present delay of 1 (one) vear, increases during the
remainder of the project ("Wamira¥) it may be necessary to
incur additional costs to_extend the life Of the existing
trainer alrcratt”

(iii) Australian Built Pilatus PC-9 may fly in squadron service by
1

Possible Delay Factors
(i) "Wamira" project (now defunct) example:

*Costs incurred were:

Phase I $4.3 m (p.11)
Phase II $64.4 m (p.12)
$68.7

*Delays were in excess of 2 years and not a single "Wamira"
trainer ever took to air.

(ii) Pilatus, Flugzeugwerke A.G. Stans, Switzerland (subsidiary
of armament consortium Oerlikon - Buchrle Group) constructed
the PC-9. However PC-9/s status may well encounter delays
resulting from the fact that:

(a) There are only two (2) PC~9 experimental aircraft (HB-
HPA and HB-HPB) flying. Pilatus PC-9 is not accepted
as & trainer aixcraft by any airforce of the world, but
the RAAF. -

(b) PC-% aircraft have not been, as yet, fully certified
neither by Swiss or any other aviation authority.

(c) PC-9% wing, fuselage: and the empennage have not been
subject to any fatigue tests by the Australian
‘Aercnautical Research Laboratories, Melbourne a must
before $248m is spent by the unproven airframe.

{d) Airframe target life for the PC-9 is 10,000 service

hours. This has to be confirmed as yet in active
service.,
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Even if 10,000 hours service hours can be achieved by
the PC-9 the Milltrainer (re-designed and upgraded CT-
4) appears to be at least 1.25 times more:

. fatigue life efficient, and
. 5.5 times more cost efficient.

CT-4 Fatigue Life

CT~-4 has been extensive.y fatigue life tested by the Aeronautical
Laboratories, Department of Defence, Melbourne.

Full fatigue testing of CT~4 commenced in June 1983.
Partial fatigue tests were initiated already in 1980.

Final results were:

* 51,000 fatigue life hours were achieved.

* This translates in approximately 12,000/12,500 hours of
operational flying life of the trainer.

Pilatus PC-9 Lack of Airframe Fatigque Tests and Life Limitation

To-date no fatigue tests have been carried out by the Aeronautical
Researcn Laboratories, Ministry of Defence, Melbourne on PC~9.
Further it appears that the Pilatus PC-9 fatigue life is limited.

The Draft Report of the Inter-Departmental Committee on the Basic
Trainer Aircraft Project, February 1985 however notes that as the

compensation "for their (PC-9) somewhat shorter fatigue lives"
compelled the Australian Government to INCREASE PC-9 ORDER BY 17

FROM 63 TO 86 AIRTRAINERS.

Additional Cost to the Australian Government Arising out of
Limited Fatigque Life of PC-9 Airframe is thus:

* Original order for &9 PC-9 trainer

was worth $237.23 million
* Compensation for limited fatigue

of the PC-9 required extra 17

additional trainers at $_46.83 "

Total cost of 86 Airtrainers -
19.74% over the original budget $284.06 million

Reference: Report No.20; BIE, Feb, 1986; p.295 (see Appendix "B"
p.1)
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However with the additional expense of $46.83 million there are
some further issues to be noted:

(a) To provide PC-9 with grass/gravel take-off, landing

capacity:
* new undercarrxiage has to be designed
* this in turn requires re-~design of the wing to take

heavier landing geax.

{b) There is no guarantee how the néw wing aerodynamics may
alter PC~9 flying performance..

{c) Some further 11,000 design hours may be required to achieve
tasks (2) and (b).

{d} New test flying routines will have to be undertaken to test
both the new wing and the undercarriage performance.

{e) Whilst Pilatus may bear the costs of the re-~design, the
resulting time slippages may generate some serious problems
to the time scale in- the PC-9 deliveries.

(£) Australian design participation: NIL (Appendix "I").

It has to be emphasised that the fatigue life span relates
directly to airtrainer operational costs.

These will accrue if the aircraft is not fully fatigue tested
prior to any financial commitment by the Australian Goveznment.

MILLTRAINER AND RAAF AFSR 5044 AND 5045 SPECIFICATIONS FOR BASIC
AND_ADVANGED TRAINERS

Millicer Ajircraft has carried out:

* Dr. Millicer carried out full feasibility studies of
aerodynamic, structural and engine upgrading of the CT-4 to
meet RAAF operational requirements.

* Both Garrett Corporation. and Allison Gas Turbines assisted
in this task.

Thus:

MILLTRAINER 375TR meets all RAAF operational requirements (full
bomb Load excepted) for training.

* Ailr-cycle - Air~conditioning system will be available.
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MILLTRAINER 500TR complies with:

MILLIRAINER S--2%

{a} exganded role of AFSR 5044
At the RAAF Atmospheric Environment condition {hottast
temperature) turboprop will achieve 375SHP and S00SHP powers
at 20,000 and 10,000 ft respectively for training and
expanded role.

{») Millicer SOOTR will lift 600kg of external stores.

(e) Aig-conditioning will be available.

{d) Both M. 375TR and S00TR have £full grass/gravel landing
capability.

* Technical details are set-out on the last page of Millicer
Aircraft brochure.

Historical Digression
Historically it is interesting to place on record that in 1979:

* Government Aircratt Factories
* Commonwealth Aircraft Corporation and
* Hawker de Havilland

conducted a feasibility study which concluded:

#pagic trainer which fully meets the requirements of AFSR
5040 do not exist nor was projected overseas"

Ref: Why Australia Can’t Make ItS own Hardware? The Journal of
Institution of Engineers, SustTalia; Jth Maxch 1986 p.27-28.

article does not mention however that:

Whilst the "Wamira” nor the PC~9 fully comply with AFSR 5044 -
Milltrainer 375/500TR_doeés
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As an example:
AFSR 5044 WA.MIRA PC-9 MILLTRAINER
Max AUW 5,050 lbs 4,982
Aerobatic .14.5% OVERWEIGHT 1%% OVERWEIGHT %%

4,410 lbs .Wing static tests Furthér possible Sflsg:wamm‘

failure {Univ. of weight increases T
. gl .Includes ful
NSW) required arising out of: grass?éra\tr:ll
wing strengthening .Heavier under- landing/
modifications carriage take-off
which furche:.: requirement capability
1nc5eased weight to provide PC-9 :
of "Wamira”. with grass/gravel
landing/take~-off
capability.

.Wing alterations
of not known

consequences.
.Usable
Fuel N/A NOT MET MET
.Stall Speed $8' 79
(f£laps u; 9% 5
3 ngs ) 2.9% SLOWER 12.9{& FASTER 10% SLOWER
requirement
Not met.
.Stall Speed. 60 70
{flaps down) 8.1% FASTER 27.3% EASTER 333% SLOWER
RAAF
requirement
Not met.
.Time to 6.1 N/a
Climb to 22.0% 4
o 0505 .min LONGER 8% FASTER
5.0 min
.Sortie 1 3hrs + 2hrs +
3hrs + 50mins. ni Sonine
S50mins ﬁ?&?ns Sonins
requirement
Not met.

All told PC-9 misses on some 6 (six) AFSR5044 requirements.
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* Exceptionally low landing take-off speeds of the Milltrainer
arise out of Dr Millicer invention "the vortex f£lap” now
adopted for 747-SP by Boeing Aircraft.

Draws attention to the fact that Millicer CT-4 has, as it stands
now, an inbuilt training limitation. In fact.it is already
obsolete. -

Does not comply with the AFSR 5044.

Purchase of the new CT-4/s will not solve training problems but
will only increase costs in the long run.

Thus an eventuality exists that:

* Pilatus PC-9, due to time slippage, may not be ready for
basic and advanced training serevice and simultanecusly the
CT-4’s fatigue life may expire.

Therefore primary training facilities will be impaired as the CT-4
will become fatigue life unsafe.

This will incur a range of financial penalities

* Pilatus PC-9 may develop unforseen fatigue life or flying
characteristics problems. It is not a fully tested aircraft
and its flying time to~date was only 0,017% of that of the
Milltrainer.

This could result in forced purchase of 69 new primary trainers at
an estimated $198 million.

Total bill could be then

86 PC-9 aircraft $284.06 million {actual
69 New primary trainers §198.00 ” (estimated)

$482.06 million

amazmas
If this equation is taken to ab absurdum Millicer Aircraft can
supply for $482.06 million some 803 (eight hundred and three)
Milltrainers.

Milltrainer Durability and thus Cost-Effectiveness

. some 300,000 flying houxs achieved

. about 420,000 landings and take offs

. not a single fatal flying accident arising out of aircraft
£lying characteristics.

. completed 51,000 fatigue test hours at Reronautical Research
Laboratories, Melbourne -~ equivalent to some 12,000-12,500
hrs of operational life.
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*To date PC-9 can only claim two {2) flying prototypes with a
record of only some 250 flying hours. Nelther of PC-9 prototypes
have been fatigue or operational service tested.

* PC~9 cannot be used for 40-60 hours of pilot’s primary tuition,

* PC-9 airframe suggested by the manufacturers target life of

10, hr§ or L.G.T. of . yedrs is not proven. The Jet Provost
with similar design of wing pick-up point proved to be good for

only 4,000 flying hours.

Milltrainer Technical Excellence Confirmation

e e e, SALTSRCNCE onlrmation

Official confirmaticn‘by recognised aerospace experts is available
in respect of Milltrainer flying characteristics and in this
regard reference should be made to Appendix "A",

PC-9 Fatique Life Issue and Associated with it higher costs

. Against that background THE INESCAPABLE CONCLUSION THAT THE
ACQUISITION OF PC~9 WOULD MEAN THAT TRAINER FLEETS WILL BE
REQUIRED: 45 CT~4’s (or equivalent) £or the fizst 40-60
houzs, 86 PC-9’s and Macchi M~326~H Jets.

. If Milltrainer 375TR/500TR is employed two fleets CaN
accommodate pilot’s ‘tuition.

PC-9 primary training limitations and the doubts expressed about
PC-9 fatigue life are sharpely brought to focus by the Bureau of
Industry Economics, Report No. 20, The Australian Aerospace,
Industry: Structure Performance & Economic Issues; BIE, AGPS,
Canberra{ 1986 p.29C, It contirms the above fatigue life
reservations in the following terms:”... 17 MORE AIRCRAET (PC-9

gggégnﬁg REQUIRED TO COMPENSATE FOR THEIR SOMEWHAT SHORTER FATIGUE

Thus to accommodate still unproved fatigue life PC-9 trainer the
9riginal‘budget of $237.23 million for 69 PC-9’s had to be
tngriageg by ;46.83 million for an extra 17 PC-9’S. Thus the
ota udget for the acquisition of PC-9 basic trainer proj
stands now at $284.06 miliion. project
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ECONOMICS OF MILLTRAINER 375/S00TR
COST-EEEFECTIVENESS AND SAVINGS OPTIONS

A. Current Ruling Prices for Milltrainers

(I Milltrainer Conversion Cost Schedules -~ existing CT4‘s

(Attachment "B" refersj (III)
Cost of AIRERAMES only. (Australian Currency) Retractable
Undercarxiage
Milltrainer Price Total Cost
Number Per Airframe
SAMillion SAMillion
45 .41 18.5
69 .42 29.0
86 .42 34.4
(II) Cost of AIRCRAFT WITH TURBOPROP. Retractable Undercarriage
Milltrainer Price Per Total Cost .
Number Bircraft 3
saMillion $AMillion (a)
45 .61 . (b)
69 .62 2%2
86 .6 . 5.

Above prices indicate:

(a)

(b)

(¢)

Milltrainer Aircraft versus PC-9 savings to Australian
Government Schedule -

Per Fleet $M -
$194.3 million (69 aircragt;

$232.5 million. {86 aircraft

For further elaboration refer to Appendix "B" and para.
c.

In case of the number of airframes exceeding‘ 45 (fog:y-
five) additional airframes up to 69 or 86 will consist
of NEW AIRFRAMES built by Millicer Adrcraft in c.
Australia at prices given.
rops suitable for Milltrainer 375TR/500TR are
§gugr§3§. L3:!.00,000 per engine cheaper than P&W PT6A-62
50 SHP gas turbine used by the PC~9. Cost of gas

turbines may alter due to $AR v $US exchange rate
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fluctuations and arse thus approximate.
(d} Above quotes do not include cockpit avioniecs upgrading.
If these are supplied they can be fitted at agreed cost
schedule.

Additional Cost Savings Options Arising out of Employment of
Milltrainers

Further cost reductions are feasible, if RAAF so desire, by
their providing active assistance to reduce costs to full
range of Milltrainer test flying such as:

(a) Test pilots

(b} Fuel

(c) Certification flight trials

(d) Administration for the Flight Manuals Revision
{e) Administration for production of reports

In such a case Millicer aircraft will reduce the airframe
redesign total costs by $2,400 per aircraft. The Australian
Government will then save a further $108,000 ~ on a contract
for 45 aircratft

$165,000 - on a contract

for 69 aircraft.

All above quotations are:

Firm for 30 (thirty) days

Subject to CPL variances and US$ exchanges rates
fluctuations/new adjustments. {Turboprop is of U3 origin.)

Unit_Cost Savings Data

PC-9 Cost (Appendix "B"y
* 69 A/C basis $3.3m per PC~9
WMilltrainer .6 " Milltrainer
Saving Z.7m per trainer (approx)
* 86 A/C basis $3.4 per PC-9
Milltrainer .6m " Milltrainer
Saving $2.8 per trainer {approx)
Note: No pro‘)isian for updating avionics in. €T-4.

Maximum Possible Capital Costs Savings:

Table "B" details cost savings schedule by substitution of
PC-9's by Milltrainers: .
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* 9 trainer pasis:
69 PC-9'S SZi;.gBm
lltrainers .am
& gévings §T94. 33m on: 69 A/C
iner -basis
) 36 tgéi s 5222.066
1ltrainers .
8 g\!;ing: 5252.46m on 86 a/C
APPROVED BASIC TRAINER PROJECT BUDGET CONS'IDERATIONS‘
Having regard to the fact that the Cabinet has pasically approved

" $284.06 million it

¢ purchase of new t:_:aine_r fleet at 3 6
ige:li‘{i?r:ﬁ:f?o gonsider alternative and perhaps ngecg;ge ways of
perhaps maintaining the original number of 69 Ecl s.m d.
appropriating‘ the balance of the funds to 69 Milltrainers.

j i 4 of three (3}
potal RAAF fleet would cgns;st, instea £ : ‘
gg‘grggier fleets-of two (2) distinct types of basic trainers as

follows:

69 BC-97

s $237.23 million
46.83 " {542.9 plus $3.93
Fleet £ uillerainess ' avionics)
Zf 138 trainers $284.A06 million
BUDGET ALTERNATIVE I
Tappendix W peters)
. Millicer aircraft PLY 1ed completely re-designs 45 CT4’s to

Milltrainex 375TR/S500TR standard
2. Constructs 24 Reyw Militrainers

*x Cost of 69 (sixty-nine) Militraipexrs 375?R/500TR
with the turboprops will be $42.9 m

* Avionics upgrading at cost (if needed) 5§ 3.93m

potal cost of fleet of 69 Milltrainers $46.83M
69 (sixty nine) PC-9's $237.234
eem

potal cost Oof traiqing fleet of
138 aircraft, within the approved budgetary s284.08%

framework
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BUDGET ALTERNATIVE II

(Appendix "C" refers) § MILLION
* 45 (forty-five) Milltrainer alrcraft with
turboprops §27.3 m
+ Milltrainer avionics upgrading 3.93m
Total 45 Milltrainexrs $31.23
* 69 {sizty-nine) BC-9's $237.23
* Budget savings $ 15.60

Cost of Total fleet 114 (one hundxed and’ fourteen) aircraft
for the original cost of 86 BC-9's, equal
to the Cabinet approved Budget *$284.06M

==zsm=ms

pC-9 COSTS *Source: nustralian Aerospace Industry; Structure
Performance and Economic Issues; BIE: AGPS, Canbkerza,
Feb. 1986; Table 9.2.1.¢ p.295.

alternative I & II Advantages

(a) Budgetary framework of $284.06 million for RAAF trainer
fleet will remain unchanged. A

(b) RAAF will have two fleets of two modern types of trainer
ajircraft in a number sufficient to cover all pessible pilot
training concepts, instead of trainer fleet of three
different aircraft types including, an obsolete CT-4 as_a

rimafy trainer. :

(cy ¥illtrainer i1l add substantially to the cost~effectiveness
of the undergraduate pilot training with substantial
reduction of expenditure on very costly Macchi ¥H-326-H jet
trainer. (See Operational. Cost savings Schedule: Appendixes
nen and "D")

(dy It will dispense with the obsolete, CT-4's.

{e) Eliminats the teasible eventuality. that 1f cT-4 fatigue life
expires, by abdut. 1900, RAAF being forced to purchase a new
range of very expensive new Tleet O Pprimary trainers to
Zater for PG-9 training Jimitations in. this very phase of
pilot’s tuition.

[$4) Milltrainef will have an effective operational life well
past year 2,000.

In fact 30 years, or 12,000 flying hours, from the date of
delivery €O the RRAF is indicated.

c. QPERATING COST SAVINGS

OPLRAZ A TS e S

Cost_Schedules Arising out of Emplovment Of Milltrainer
TR/HD00TR (Actachments "C” and "D” rcetfery '

The two attached operational cost schedules were
specifically constructéd to develop an approkximate
comparative linear model of the relaticnchip between two
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i (Eive)
i s namely the cost per flying hour and 5+
gs:léiagégions ofynotional hours, assigned to pilot’s tuition,
employing different trainer configurations.

i is for an
imited data available was used as a basis
§g:l§;?; of association. Thus it has to be treated as a 1
trend indication only. Simulation cost model can be quc y
developed provided historical time series are furnished.

Two. sources were used:

*Group Captain R.W.Holland, W,léggture to the Royal
autical Society, Melbourne, . .
nggzralian Aviation’March/Apr:.l, 1986 p.18 article.

i 7 ere analysed in an
Clues obtained from these sources w
identical, systematic, logical manner and are based on

200hrs of pilot’s tuition.

These lead to general trend indications which proved to be
remarkable by their consistency.

ISON OF COSTING RESULTS ARISING OUT FROM
TABLgmgPﬁTTACMNT “CP) AND TABLE 11 (ATTACHMENT "D")
BASIS: SAVINGS ON 200 BRS PILOT'S FLYING TUITION

.

fleet
1 Savings Savings. Savings per trainer fl
ggls-tt;:‘txa\if per fgy- per 200 b..ssed %2 igg flying hxs per
i i a
tage % mgshr. flyusmg hrs airer oLy row
45 B/C S A/C__ 86 A’{‘g
T I_Ti.

TI1 TI TII TI TII II TIiI T TI
TéJ 7.0 76 60 12,070 15,200 .8 .54 1.0 - ig %g 12.2
11,9 16.2 136 139 27,820 28,200 1.2 1.3 l.g 3.1 3.4 3‘9
17.6 26.3 200 226 45,235 40,000 1.8 2.0 §.3 3.7 4.1 4.6
20.9 31.4 238 270 54,020 47,680 2.1 2.4 . 4.3 4'6 5.4
23,7 36.2 268 312 62,370 53,680 2.4 2.8 3.7 . . .

ational cost analysed above should be read in
gg:guﬁction with capital expenditure Appendix "5’ tg fined
encompass advantages the Milltrainer car,x offer in the fi
and variable costs areas. (Milltrainer’s capicalfcost)m
5.5 times cheaper than the PC-9. Appendix "B" refers.

i bove figures have to be
obtain TOTAL OPERATIONAL SAVINGS ab
ﬁcreased by the utilisation factox of CT-4. It cogld b: as
high as 600hrs per aircraft per year. Actual data is ng
available and presumably varies from aircraft to aircraft.

i i i the training
i iner allows very substantial saving of t
E;éégrgf the pilot’s student tuition to the "wings®
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standard. These costs.are considered by RAAF now to be
unnecessarily high (Appendix "C" and "p» illustrate thic
vital issue),

Costing methodologies are available on request.

EXEORT POTENTIAL

AL A SR 70 )

(1)

(id

(iid)

($34]

{¥)

(vi)

‘The Milltrainer at the

The capital cost (approx. $.6m per aircraft) and performance
characteristics of Milltrainer are such that it will have
general appeal as a relatively cheap training airecraft
particularly in countries which are currently using the
CT-4, These countries may not opt for a training aircraft
such as the PC-9 at $3.3 million each.

Pursuance of export objectives at high unit price levels
will most likely necessitate Australian Government subsidies
as shown by "Nomad” and "Wamira® experience,

BC-9 with 950 SHP gas turbine, AUW of 4,982 1bs, is about
1.7 times heavier than the Milltrainer. Its engine is in
the power range of World War IT Spitfire Mk. 1. Obviously
the weight and the high SHP result in rather unfavourable
operational cost-schedules.

Its flying characteristics prevent 40-60 _hrs. of pilot’s
primary tvition phase (as stated in Pilatus brochure]j .

Thus it appears that the impediments to PC-9 axports will be
rather similar to that of "Nomad" and "Wamira", unless
subsidised by the Australian Government,

price of $.6M per aircraft offers
much more substantial chance of export sales. These will
not only defray some further design and development. costs
but also allow for substantial future purely Australian
aircraft research and development and extension of existing
design aerospace capabilities.

In the Milltrainer case aircraft design expertise will
augment objectives of high performance, -cost effectiveness,
development of further design capabilities with a
substantial export marketability.

MILLICER AIRCRAET CAPABILITY TO MANUFACTURE AIRCRAET IN AUSTRALIA
¥

WITHOUT AUSTRALIAN GOVERNMENT SUBSID

The fundamental to above is Millicer Aircraft - Transavia, (Member
of Transfield Group) manufacturing agreement.

Transavia is an active light aircraft {agricultural) manufacturer.
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MILLICER AIRCRAFT/TRANSAVIA DESIGN/MANUFACTURING. CAPABILITIES

1. Millicer Aircraft aeronautical design expertise we will not
suffer from the. inexperience syndrome as recently
encountered in attempt to design Basic Pilot Trainer.
"Wamira" trainer initial costs run to $7¢ M and the
prototype never taock to adir.

2. Cambined skills of Millicer Aircraft and Transvia are
supported by the fact that BOTH FIRMS ACTUALLY DESIGNED AND
BUILT AIRCRAFT in Australia (Airtruk, Airfarmer, Airtourer,
Bircruiser and Aircruiser/Cr-4).

3. These aircraft EFFECTIVELY FLY NOW IN AUSTRALIR AND OVERSEAS
in active service. They were designed, built and exported
without any Government subsidy.

4, Transavia recently developed a new export market in the
People’s Republic of China for their agricultural aircraft
Airtruk/Skyfarmer.

5. Entry into the China’s aviation field provides an excellent

practical platform for introducing very operationally and
cost effective Milltrainer and perhaps the aerobatic
Alirtourer to export market.

6. Further we are certain that the RAAF criteria of
performance, durability and cost-effectiveness can best be
met by designing developing and manufacturing light aircraft
in Australia.

Originally designed by Dr. Millicer CT-4 proved an admirable
RAAF training aircraft in its time slot; unfortunately it is
now obsolete.

7. Milltrainer will achieve the same standard of excellence,
but at AFSR 5044 levels.

8. The obvious advantage of designing a range of aircraft
locally is development and maintenance of design skills in
this country to enhance aerospace industry’s capacity tao
support the Defence Forces,

Millicer/Transavia can cater for this need well and cost-
effectively.

QFESET WORK CAPABILITIES

Australian involvement in this project is not only available but
important., To that end we have sought to deal with that aspect
from a number of viewpoints.
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In this respect:

(a) we have in hand USA aeros i :
Pace industry’s enquiri
offset work (Garrett Coxporation - Re%er Apg:ngixzs"ggf
(b) employment creation effect i
a and continuous empl
have been considered. (Refer Appendix "F" anc’i %{??nt revels

{c) we ha‘ye sought to assist Pilatus in P
negative response from its representas
Appenaix "H" (all design will be exec

C-9 production with the
tives set forth in
uted in Switzerland) .
Production facilities of Transavia are such tha

i $ t would
M;.lltramer prototype production to commence within 7 d:;iozf the

Manufacturing potentj i i
o Tactux Q%:p ial of Transavia can provide for simultaneous
. Skyfarmer/aAirtrux - agricultur: .
e al aircraft
. gﬁégaaxner - in military and civil versions
. rer =~ 2s the best aerobatic small aircraft

for aeroclub training still i
in Australia. s fiying

Millicer-Transavia co-operation will furt

Australian sophisticate i i
technalony d light airecraft

ihgx: develop 100%

Sop ndustry wit, 3
skills and excellent manufacturing capaéi{:zy!.m:h high
However the confidence of

: rospe: i
associated with the l\ustrap eoveramonerseas pfers is cl

L S
Lian Government attitudes. osely

As an example:

Preliminary discussions with Indonesia, through our

representatives in Jakarta, brou he i
: v an
possible trainer design co-l-operagion. Eneouraging message of

An ominous question was put forward:

"Why such an excellent ai i
n t rcraft did not rate as an a i
:kex?og;:itriiners acquisition when it is so obviouslylternatlve te
cally, capital and operational cost efficiency superior to

eavier and so much more ex ve to a aircra compared i
i1] Alr £t b 1 S ‘
h d h pensi t 11 ai ft je] d' in

Next question was:

"Why did Australia buy Australj
v s ian. designed train 3
Zealand when the designer of CT-~4 resiges in Ausgiilﬁgw Hew
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Support for Milltrainer project would equip Australia aerospace
industry with an additional design capacity leading té advanced
aircraft design capability and develop perhaps a new air trainer
and allow Australian Government to ‘reduce -very high costs of
future aircraft training tasks.

Background to Basic Pilot Trainer Aircraft Project

We will be pleased to furnish extracts from various Commonwealth
Reports on the above topic:

1. Report of the Auditor-General upon Audits, Examinations and
Inspections under the Audit and other Acts, Auditor-
General’s Office, Canberra, ATC, 16 April 1985.
pp. 11-16 "Basic Pilot Training Aircraft®

2. The Australian Aerospace Industry; Structure, Performance
and E ic Issues, Research Report No. 20, Bureau of
Transport Economics, AGRS, Canberra, ACT 1986.
pp. 293-29S Table 9.2.1 "Cost of Imported Versus.
Domestigally Produced Pilatus Trainers : Australia 1985".
Draft Report of the Inter Departmental Report Committee on
the Basic Trainer Project, February 1985.

3. Review of Defence Project Management Vol. 2; Project
Analyses; Report 243; Joint Committee of Public Accounts,
Parliament of the Commonwealth of Australia, 1986.
pp. 145-171 "Basic Pilot Trainer Aircraft Project”.

it is a sad saga of airtrainer project -costs overruns, time-table
slippages, capital cost expenditures and inability to make A10-B
£ly.

Strange aspect of it is that Millicer Aircraft made a firm offer
for the basic trainer project, the cost schedule was 5.5 cheaper
than the PC-9, however the offer, based on the extensive reseaxch
by our Dr Millicer the original designer 6f CT-4, was not even
considered or recorded.

Review of Defence Report 243 states on p. 153:

"Other Cost Saving Training Options

8.27 The Committee is unable.to find in the project
RECORDS any analysis of alternatives to a new aircrart
acquisition. The designer of che CT4 aixrcraft has been
reported as stating that the airframe and wings of the CT4
has a long remaining life and the aircraft could be upgraded
(by installation of a new engine and re-design of the tail
plane) to meet the RAAF's basic trainere aircraft
performance requirements for about $400,000 each.(17) The
option does not appear to have been explicitly zonsidered
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when the Govefnment re-structured the Basic Trainer Project

in July 1
17,77 "RAEF ’should Recycle Jet Trainer’" Austral
September 1385, falion, 9

The aérospace industry is seen by the governments of the wo

rid i
(_::;‘O‘Sg:meworkIgf_it,s gexzeraldindustrial. and technological’ i
i nce. : s considered of critical t
SorEince . al strategic and defence

The generation of diffusion of derospace technological advan i

' ffusi of de : ces in
Austx;ali..a t;hrough'a distinguished RMIT aeronauticg teacher, such
as Dr lelz;er, will be concommitent to development of broadly
skilled design and shop floor work force.

These are considered by all Governments as most. importan

C i . t benef
to the pation: Australia. should sell trainers to gwitzerland aéts
they are technically equal to any and much cheaper,

CT~4 is a military aircraft and thus any discussions relati
upgrading of 45 RAAF trainers must be bgsed on: relacing to

. proven capability to. design to the RAAF i
g g requirements
. formulated design. solutions. Surely nobody is better

qualified to up-date his own design than the igi
designer of the CT~4 ~ Dr. Millicgr. oxiginal

. cost efficiency of the highest order.

RAAF believed that "major factor contributin "Wami

E ed t " r g to ("Wamira")
project’s difficulties was the AAG’'s 4 i i
Boeas Res gt tioul inability to conceive of the
Report. 273; opp cit. p.169. “Wamira" never took to ai illi
Alrcraft does not suffer from such limitations. bo. wiliicer

We thus seek your support to:

L. Be included in the Basic Pilot Trainer airc ]
. raft Project and
re~examine the issue of Government funds being i i
unproven aircraft. 9 invested in

2. Milltrainer airworthiness to be assessed in terms of:
. technical competence, and
. cost~efficiency.

3. Foreign designed trainers to be subject to fatigue and

aerodynamic tests by the Aeronautical Reseaxch Lab i

orato
De'fence Department. Melbourne prior to huge funds ($28dm;—les’
being committed to an untested and unproven trainer.
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4. Millicer Aircraft is not seeking Australian Government
subsidies but orders,

GOVERNMENT SUPPORT AND NOT SUBSIDIES ARE NEEDED

It is obvious that the Australian aerospace industry development
has to derive its sales principally from lts own marketing drive
and commercial practices. Thus we are seeking orders from the
Rustralian Government and not subsidies.

Orders because in Australia the primary source of commercial
demand. for aircraft and spares is the Government defence programme
and the subject of this submission is Milltrainer for defence
purposes.

As an example, recently merged aircraft firms operating in
Australia (70% overseas owned) obtained 66.7% and 50% respectively
of their business from the Australian Government defence orders.

We look to your support, not only to save the Australian
Government very substantial capital funds, but also to provide a
range of large operational savings and so revive Australian
aircraft design skills and aerospace manufcturing capabilities in
Australia.

This mix will open markets for the  Australian light aircraft
exports based cn the excellence of aircraft design, manufacturing
expertise and the airframe cost-effectiveness.

In existing circumstances and the unigque position of the Millicer
designed CT~4 as a RAAF trainer concept will make acceptance of
the Milltrainer by the Australian Government a. hallmark of sur
local and export sales campaign.

We will be delighted to make technical-economic presentation to
you at time to suit your convenience.
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APPENDIX "A"

MILLTRAINER FLYING CHARACTERISTICS DATA CREDIBILITY CONEIRMATION

We submit that page 8~12 of the Milltrainer brochure should be
assessed in the context of Australian domestic and export.
requirements.

Military Version

* Milltrainer with -Allison Model 250; 330 SHP Turboprop; Fixed
Undercarriage

* Milltrainex: Allison Model 250; 330 SHP Turboprop.

* Milltrainer: Garrett TPE 331-1-151 375 SHP Turboprop;

"TRAINING ROLE" within AFSR 5644.

* Milltrainer: Garretr 331-1-151 500 SHP Turboprop; RAAF
"EXPANDED. ROLE" under AFSR 5044.

Last three aircraft with retractable undercarriage.

Civil Version

Aircruiser 375: Garrett TPE331: 375 SHP Turboprop, Retractable
undercarriage or with an engine to suit customer’s needs.

MILLTRAINER FLYING CAPABILITIES

Should you wish to obtain an independent assessment of Dr.
Millicer’s Milltrainer flying qualities please contact any of the
aerospace edxperts listed here below:

1. Mr David Pilkington B.E. M.Sc.
Chief Aerodynamicist
Government dircraft Factories
_Melbourne

Re: ARAerodynamics, Structures and Eiight‘ Performance. of
Milltrainer/Aircruiser.

2, Dr Gordon Long B.E. Ph.D.
Superintendent Aircraft Structure Division
Aeronautical Research Laboratories
Department of Defence
Melbourne

Re: Fatigue and reliability as well as confirmation of
completed fatigue tests carried out and completed by
the ARL on wing fuselage and empennage of the RAAF CT4
airtrainer.
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performance in various Milltrainer Airframe including

Full aerodynamic ahd structural assessment of

Garrett TPE331 Turboprop installation and flight

Milltrainer SOOTR. (expanded, light attack roles).

Installation, flight performance a suitability of
Millicer Aircraft will be pleased to provide any necessary support
in aerodynamics and the structural data areas to Messrs Pilkington
covering RAAF CT-4 full range of completed fatigue tests ta assist

manufacturers in Millicer Alrcraft Airframes, please contact;
Presumably Dr Long of ARL could furnish a copy of his. report,
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TELEX TELEX TELEX TELEX TELLX

L
ABATQUT AA22397
SIERRA AAJ1517

7-4-86
T647
MILLICER AIRCRAFT

NO:

. TO:
ATTN:

FOLLOWING IS COPY OF TELEX RECEIVED 3/37/84
QUOTE

c.c.

SUBJECT: TPE 331-1D1 FOR RAAF CT-4 TRAINERS

RELATIVE TO YOUR INGUIRY REGARDING OFFSETS WHICK MAY APPLY TO THE
TPE331~101 ENGINE PROGRAM: WE WOULD BE WILLING To INVESTIGATE A
DIRECT OFFSET WHICH WQULD APPLY TH THAT PORTION OF THE ENGINE PRICE
EQUAL TO THE NEW MANUFACTURER HARGWARE CONTENT,

INVESTIGATE POSSIBLE APPLICATIONS AS WE GET FURTHER INTO PROGRAM
DEFINITION,

L UNDERSTAND A MEETING WS HELD WITH JOHN GILLAN LAST WEEK IN WHICH
UFFSETS WERE TO BF UISCUSSEN.
FURTHER CLARIFY DUR POSITION,

. FORMAL LETTER OF QUOTE WILL 2F FORWAROED TO YOU'WITHIN THE NEXT FEW
bAYS

REGARDS

RICHARD A, GRASER
VICE PRESIDENT: MARKETING AND SALES
GARRETT GENERAL AVIATION SERVICES COMPANY

GGASCLE
SIERRA AAJ1517

THIS TELEX SENT VIA FTCC FROM GGASCLB
PLEASE REPLY VIA FTCC

Pe-g6 .?:c&f/ﬁ
APPENDIX g £4

MR. BILL HENTY

JOHN FALLON
JOHN GILLAN
SiLL HINZ
DON NEUMAYER
LARRY SEAY
COLIN TUCKER

WE WILL HAVE To

I WILL CONTACT JOHN THIS WESK TO

“ -

YA LT N

Twer ay ar Vee N

EY )

126

A\ L

pOw—russ

APPENDIX "f°

EMPLOYMENT CREATION EFFECT BY MILLICER AIRCRAFT

B L e e A

January edition of the "Aircraft" reproduced some comparative graphs
depictings
. Wamira AlOB/A20 vexzsus
Pilatus PCO employment issues in the Australian light aircraft
industry:

EMPLOYMENT.
DESIGN_AND DEVELOPMENT PHASE.
+A10B/A20v., PC7/PCY

EMPLOYMENT
800

400 : \\i\
00T 74 75 WERAGE, AV T
EMPLOYMENT 278 1536950

200+ goﬂﬂL[T’UN' OF 1 2108 N _OEVELOPMENT.
AN

o 3 P—

PLT AVERAG!

A PLOYMENT 26 420

iy \ DEVELOPMENT ]

1986 1987 f9e8 969 1990 1991 YEAR

ary 1984; p.
02 Takas Skz2

a2
san)

¢ must ke noted that whilsc:

(i) “Wamira" A !0B/A20 never went into production

(i) gstimatas of the employment levels and the costs of
“Wamira® were said to be similar to PIlavus PC9 aircraft and
at about $3.7M per aircrdft including spares.

(iii) Pract and Whitney 950 SHP PT6A-52 Turboprop costs apzrox. $,3M.
Thus net cost of ALOB/A20 or PCY aixirame can be estimated to
e about $2.3M.

[$35] In concrast Millicer Aircraiv can preduca:

» dpgraded airirame at §.4084 or 5.7 cizes
cheaper than 2C9

new alrframe at $,45M cr $.2 times cheaper han
the Pilacus pCo

. provide same employment opgortunities as Pilazus
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APPENDIX "G

CONTINUOUS ENPLOYMENT LEVELS AS THE COROLLARY TO MILLICER
UPGRADED AIRFRAME AERODYNAMIC AND COST EFFICIENCY

Demand for both military and civil airframes relates to:

(i) Flying charactaristics of the aiveraft
{ii) Cost of the aircrafe

(iii} Costs of maintenance and reporc

iv) Purchasers capacity to pay

(v) Financial terms offerad by the seller.

Therefore "Employment Design and Development Fp'ase" graph f£ér the

Milltrainer is rather similar to PC9 cuxve with following provisos:

. If fast ground-attack project. is contempalced
by che Australian Goverament employment.could move
up to 275 people level,

ensuxe that there will be sales opportunities:

- besides sales to the RAAF
~ sales in USA
- extensive sales to S.E. Asia Countzies

Cost efficiency of the Millicer airframes would however®

Thus in Millicex Ai::.:_:af: framework production phase graph will improve

to cater for extra export generated business and herice employment
resulting from the cheaper Millaxainer aixframes.

EMPLOYMENT
PRODUCTION PHASE

©Al0B/AR0 VPCT/9 AIRCRAFT
+INCLUDING EXPQRT POSSIBILITY CURVE

EMPLOYMENT.
900

™~ ]
800 I o

. stpo,vr 4108 A108,4220
R A VERAGE

100 FiSe TN T ST\ EMALOYMENT =
/ / \ \ \szs 15361995
%00 RutalF 2105 \

300 I

NN

= ?L. T — -—-_\ IV ERAG!

73 T
 EMPLOYMENT \\175
(588-/992 ) . \:

%t N

1988 1989 1590 1951 1992 933 (394 [9¢3 1336 YEAR

T LTSN

Using = Pilatus PC9/Wamira graph as a benchmark it appears obvious

‘that there iz a distinct possibility thit the very cost efficient

Milltrainer will excesed:

+» PCY estiamted smplovment level of 300 people

» AlOB/A20 - export estimates
. Pilatus PCO export targets

In such a case employment figure could he as high as. 400 emolovees

To achieve this however:

1) RAAF oxder is essantial to allow practical demonstration
to- importers as,to the Milltrainer qualities in real
service environment.

{ii) Conversion of the f£ixst 45 aircraft will assist in achieving
low cost profile. It will greatly enhance export capability
of G~seat civil version of Milltrainer.

(iii} Lazarning curve will be greatly enhanced.

It will lead to most sophisticated CAD ¢ CAM processes
and thus assist in. cost containment, and further cost
efficiency achievements.

DRODUCTION FACILITIZS

A b Trangavia Aiveraf: and Millicer dircrafr allows to
commence #illtrainer protocype sroduction within 7 days of the first ordex.

ing p ial of T ia provides for sisiultanecus production of:

« Skyfarmer ~ agricultural aircratt

. HilItrzainer -~ in milizazy and civil version

+ Airtcurer =~ as the best aerobatic small aireraft for
Aeroclub tzaining,

Milliger-Transavia co-operation will further develop 1001 Australian
sophisticated light aircraft industry with both high technology skills
and axcelleat manufacturing capacicy.

OFFSEY CAPABILITY

Purely Australian aircraft consorcium offers advantageous offset capability.
Both Hawker de Havilland Ltd. and Pilatus are foreign concerns anc ultimate
d ge of off to UX and Switzerland.
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TELEX_

TELEX TELEX TELEX

TELEX TELEX

GA

36739

86-03-21 1549 ST
EXCENT AAJ6739
ABATOUT AA22397

MARCH 21+ 1986

THE MANAGER

PILATUS AIRCRAFT LIMITED
1 YARRA BANK ROAD

SOUTH KELBOURNE VIC.

ATTENTION: HR. ROBERT FORRESTER-STORES
RE: BASIC TRAINER 69/89 PCY A/C PROJECT
SUB-CONTRACTS SCHEDULE

FURTHER TQ OUR TELEPHONE QISCUSSION: WE HAVE PLEASURE IN
QFFERING OUR TECHNICAL SERVICES IN THE AREAS OF:

1. RE~DESIGN: MORIFICATIONS IF SO NEEDED BY AFSR5045

2. HANUFACTURING OF ANY A/C COMPONENTS ESPECIALLY
UNPERCARRIAGE: FLYING -CONTROLS: FLAPS ETC.

PLEASE NOTE THAT MILLICER AIRCRAFT FORMED A COMPLETE
MEMORANDUM OF CO-OPERATION WITH TRANSAVIA (MAKERS OF "
SKYFARMER A/C).

WE COMBINED OUR EXTENSIVE DESIGN CAPABILITIES WITH
MANUFACTURING AND AIRCRAFT COMPONENTS: TESTING FACILITES
OF TRANSAVIA TO' FROVIDE A SPECIALISED SERVICE TO THE -
AUSTRALIAN AIRCRAFT INDUSTRY.

HE LOOK FORWARD TO YOUR COMMENTS.

REGARDS »

N.J. HENTY 1 SEC.

MILLICER AIRCRAFT PTY. LTD.
P.0. BOX R286s ROYAL EXCHANGE
SYDNEY N.S.H. 2000

TEL: €02) 231-8509 BH
(g2 969-3134 AH

J:55P.H.

-
EXCENT AA36739
ABATOUT AA22397
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APPENDIX "M

-
ABATOUT AA22397
EXCENT AAZ&6739
TLX. REF. 4598, —
25 Marcn 1986, <O ZERY
FOR: W. J. HENTYS

MILLICER ALRCRAFT PTY. LTG.
REF: PILATUS PC-9 PROGRAMME YRTX. MARCH 21.

THANK YOU FOR ABOVE TELEX AND FOR YOUR OFFER OF

HELP IN PC-9 PROGRAMME. HOWEVER ALL MODIFICATIONS

TO MEET RAAF RATS, ARE BEING CARRIED OUT BY PILATUS
EXCEPT FOR SUME U/C WORK BEING DONE JOINTLY PILATUS/HODH.

AS FOR MANUFACTURE OF CQMPONENTS/PARTS YOGU SHOULD
MAKE ODIRECT APPROACH TO HOH WHO ARE PRIME CONTRACTOR.

BEST REGARDS

ROBERT FORRESTER STEPHEN.
ROBAND ENGINEERING,
MELEOURNE.

EXCENT AA3L73I9%

ABATOUT AA22397
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APPENDIX B

Committee's letter to the Department of Defence requesting

responses to questions raised by Millicer Aircraft's
representations, dated 30 July 1985
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-
COMMONWEALTH OF AUSTRALIA
JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

.y aanau.xa o

PARLIAMENT HOUSE
CANBERRA, A.C.T.
TEL, 727458

TELEX AAS1689

FAX 727889

8Sir william Cole
Secretary

Department of Defence
Russell Offices
CANBERRA ~ACT 2600

Dear Sir William

The Committee has received a submission from Millicer Aircraft
Pty Ltd about the decision to select the Pilatus PC-9 as the
RAAF's new basic pilot trainer aircraft, T have attached a copy
of the information received from Millicer Aircraft.

AS you know the Committee paid particular attention to the Basic
pilot Trainer Aircraft Project during its Inquiry into Defence
Project Management, Millicer Aircraft’'s submission raises a
number. of important questions germane to that Inguiry.

The Committee would be grateful if you would provide a response
to Millicer Aircraft’s submission, addressing in particular the
following matterss

1. Did the RAAF give consideration to extending the life
of its existing CT4 aircraft as an option when the
?asic Pilot Trainer Aircraft Project was re-considered

n 198572

- If not, why not?

2. Did the RAAF evaluate the proposal submitted in
Saptember 1985 by Millicer Aviation against those
submitted by Hawker de Havilland and Pilatus of
Switzerland?

- If not, why not?

3. Did the Millicer proposal represent a feasible
alternative to the Pilatus PC-9 and the Hawker de
Havilland A-107

4. Does the Milltrainer 350/500 TR fully comply with Air
Force Staff Requirement (AFSR) 50447

S. Are Millicer Aviation's estimates of the acquisition
and operating costs of the Milltrainer soundly based?
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6. Does the PC=9 not fully comply with AFSR 50447

7 Bas the PC-9 a shorter fatigue life than that
originally estimated?

= If so, will this factor require the acgquisition of
additional. basic pilot. trainex aircraft?

Although the Comittee is seeking answers to these specific
questions, your response need not been confined to these matters.
There may be other matters raised in Millicer Aircraft's
submission on which you may wish to comment.

At this stage the Committee does not propose to conduct an
inguiry into these matters.

As the Committese will be meeting in Canberra on Thursday, 21

August 1986, it would be desirable if the Committee was to have
your response in time for its consideration at that meeting.

Yours sincerely

¥ J Talberg
Secretaty
J0 July 1986
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APPENDIX C

Department of Defence response to the Committee's questions
on Millicer Aircraft's representations, dated 25 August 1986
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DEPARTMENT OF DEFENCE

RUSSELL OFFICRS
CANRERRA, A.C.T, 2800

M AERLY QuoTe

RFP 84/5531
FSA 739/86

25 August 1986

Mr M.J. Talberg

Secretary )

Joint Parliamentary Committee
of Public Accounts

Parliament House

CANBERRA ACT 2600

RAAF BASIC PILOT TRAINER

Sir William,Cole has asked me to respond to your letter
of 30 July 1986 in which you sought responses to specific
questions concerning the RAAF's basic pilot trainer aircraft
{BPTA) project. Answers to the specific questions are provided
below. However, I believe it would be helpful to the Committee,
were I to place those comments in perspective by summarising the
current status of the project.

The Commonwealth entered into a production contract with
Hawker de Havilland (HdH) on 10 July 1986 for the licensed
manufacture of 67 PC-¢ aircraft. Under the terms of the .
contract, HAH will enter into subcontracts with Pilatus for the
supply of two aircraft and other aircraft components for the )
lead-in-~element of the Australian production programme, and with:
GAF for the production of PC-9 fuselages. Hall will also let
contracts for vendor supplied items. The first aircraft is Que
to be accepted by the RAAF in June 1987.

Q1 -~ CT4 Life of Type

S. When the BPTA project was' initiated in the late
1970s, C;: life-of-type was expected to be reached by about 1989.
Aeronautical Research Laboratories, has since conducted .
exhaustive fatigue tests ana demonstrateg that life-of-type could
be extended well into the 19905 under existing flight load
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spectra. This was taken into consideration when contenders for a
new trainer were evaluated in 1985 and the option of deferral of.
Procurement of a new trainer aircraft for some years was
explicitly considered. That option was rejected by Government,

02 ~ Millicer aircraft Proposal September 1985

Yes. The unsolicited information supplied by Miilicer
Aircraft was evaluated as far as was possible given that it qid
not provide the extent of engineering or cost detail required of'
the tendering companies. The Proposal was rejected because it
indicated that although the design was based on the <T4 it was
only at the conceptual stage and would have required extensive
development and trials. It clearly evidenced that significant
Commonwealth support outside the Company's indicative costs would
be necessary. 1In Procedural terms the Proposal was outside the
restricted tender process that had been specified by Government.,

Q3 - Was it a Feasible Alternative?

No. The data Packages supplied by Millicer Alrcraft were
supported by oral briefings. Collectively the information
received. confirmed that the Company’s bid would not have proviged
an aircraft that would have met the RAAF'S requirement. The

flying training as required by Air Force Staff Requirement 5044
and did not represent a feasible alternative to the proposed PC-g
or AlQB,.

Q4 - Compliance with AFSR 5044

No. Although the Company’s description, of the
Miltrainer’s Characteristics, appears to indicate compliance with
the staff Requirement, evaluation by Air Force Technical Services
Division of the data provided by Millicer Aircraft did not bear
out that the Miltrainer (as it is now kmown) 350/500 TR would
comply. The design was Still very much at the conceptual stage
and until the aircraft was fully designed, manufactured and.
Proven through a test flying bProgramme, its compliance could not
be finally adjudged. Consequently, a high level of technical and
cost risk would have to be. attributed to the likelihood of
compliance,

Qs - Miltrainer Cost Estimates

acquisition cost estimates Provided did not enable full project
costing to be calculated, Many applicable project cost elements
simply were not addressed, Furthermore, those €ost elements that
were detailed @id not allow for the risk that is inherent in any
developmental project.
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Q6 - PC-3 Compliance with AFSR 5044

Not in any significant way. The PC-9 has been flown and
f1light characteristics assessed by RAAF pilots. The aircraft has
also be subjected to a full engineering evaluation and its broad
compliance with ASFR 5044 confirmed., The PC-9 does not fally
comply with the Staff Requirement in respect of maximum sink rate
on landing, stalling speed and endurance but the non-compllances
are not significant in regard to the planned training role
envisaged for the aircraft, In these respects the PC-9 matches
similar aircraft used in the training role elsewhere and the
significance of the requirements is reduced as the extended
fatigue life of the CT4 will enable it to be retained as amn
initial trainer.

Q7 - PC-9 Fatigue Life

No. There is no. basis for the Millicer Aircraft Pty Ltd
assertion that PC-9 fat:.gue life is non-compliant and that, as a
result, additional aircraft will have to be acquired to meet the
RAAF's required fleet in~service life of 20 years. Pilatus has
provided a written guarantee that the ASFR 5044 fatigue life of
8000 hours per aircraft will be achieved.

G t
!@/C’A—-&Lvtc\.
R,J. KINSELLA

_Ei?rst Assistant Secretary
/ @ancial sexvices
and Audit Division
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