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. Operational Capability Amphibious (OCA); second and third (OCA2/3) — December 2015

Remediation configuration management issues of production aircraft slowed the acceptance of production aircraft in 2015,

[this in turn slowed the rate of capability growth.

Due to reliability and design shortfalls the Chief of Army delayed the introduction of MRH90 into 6 Avn Regt by three years

land delayed the withdrawal of Black Hawk to 2022 to mitigate the risk to capability. In September 2017 the Chief of Amy,

with endorsement from Chief of Army’s Senior Advisory Committee (CASAC), agreed to continue the transition of MRH90

into 6 Avn Regt. The transition commenced in January 2019 and concluded with the withdrawal of S70A-9 Black Hawk
om Service.

IThe transition of MRH90 into 6 Avn Regt has been supported by the project through the funding of facilities works,

procurement of Support and Test Equipment and additional spares.

IArmy is in the process of developing an option for the rapid replacement of the MRH90 with UH-60M Black Hawk

helicopters under LAND4507 Phase 1 Multi-Role Helicopter Rapid Replacement Project. Government is scheduled to

consider this project for approval in the fourth quarter of 2022. The project continues to work with the Capability Manager

[to assure the Taipan Multi-Role Helicopter capability for the reminder of its life of type.

Project SEA9100 Phase 1 improved Embarked Logistics Support Helicopter has been granted Second Pass Approval by

igovernment. The project will acquire 12 MH-60R Aircraft that will replace the Navy’s existing MRH-90 Taipan fleet. Navy

ceased MRH90 operations in May 2022.

IThe Helicopter Aircrew Respirator System (HARS) has been granted Service release in the reporting period.

IThe MRH Aircraft Maintenance Trainer was delivered to Amrmy Aviation Training Centre Oakey in October 2021 and is now

in service to support maintenance technician training.

IAs previously reported, the Taipan Gun Mount has been granted Incorporation Approval and production batches are being

[delivered to and Accepted by the Project. Taipan Gun Mount Service Release is pending Operational Acceptance of the

capability by the Capability Manager.

Materiel Capability/Scope Delivery Performance
IThe project is focussed on delivering the following Capabilities to support the declaration of Final Materiel Release:
Taipan Gun Mount
Mission Troop Seat
Enhanced Cargo Hook
Aeromedical Evacuation — Mature
Helicopter Aircrew Respirator System, and
. C17 Tactical Loading
IAll capabilities listed are subject to ongoing detailed management against their scheduled delivery dates to support FMR
Iand project closure. However, the capability outcomes required of the MRH system at FOC, are unlikely to be fully met.
Materiel delivery as required under the Material Acquisition Agreement (MAA), is forecast to be achieved by FMR.
FMR has been reviewed and is now forecast to be achieved in March 2023 as the technical and supportability issues are
resolved to meet the final operational capability. At this time, it is expected that FMR will include the transfer of Project
nding and contract management responsibilities conceming the completion of the remaining long lead time acquisition
ctivities for Aero Medical Evacuation Equipment (AMEE) and C-17 Tactical Loading to the Army Aviation System
Program Office (AASPO).
MRH did not achieve the planned 2020/21 Financial Year Rate Of Effort (ROE) which continues to impact capability
tcomes. ROE is a Sustainment Contract Key System Health Indicator and this achievement indicates that some Key
Performance Indicators are below the required performance bands.
Supportability and capability assurance costs present future capability risk and are unacceptably high out to current life-of-
pe.
e
Forecast dates and capability assessments are excluded from the scope of the Auditor-General’s Independent Assurance
Report.

1.3 Project Context

Background

IThe Additional Troop Lift project was first foreshadowed in the Defence White Paper 2000.

IThe MRH Program consists of Phases 2, 4 and 6. Phase 2 was initially approved, providing 12 additional Troop Lift
helicopters for Army. Phases 4 and 6 were subsequently approved; Phase 4 provided 28 helicopters as the replacement
lof the Australian Army’s fleet of 34 S-70A-9 Black Hawk helicopters and Phase 6 provided six helicopters as the
replacement of the RAN's fleet of Sea King helicopters, providing maritime support capability for Navy. The delivery of a
47th MRH90 was negotiated as part of Deed 2 to allow an aircraft to be used as a Ground Training Device

In total, the AIRS000 MRH Program has acquired 47 MRH90 aircraft and support systems. Support capabilities, such as
Electronic Warfare Self Protection Support System, MRH Software Support Centre, MRH Instrumentation System and a
Ground Mission Management System, were acquired along with training systems and in-service support.

IThe Phase 2 Acquisition Contract was signed with Airbus Australia Pacific (Airbus AP) in June 2005 with the subsequent
Sustainment and Program Agreement contracts signed in July 2005.

In November 2005 the Defence Capability and Investment Committee agreed that the way forward was to seek a
combined first and second pass approval for both Phases 4 and 6 as part of a single approval process.

Cabinet endorsement was gained in April 2006 in a combined first and second pass process for Phase 4 and Phase 6.
[The agreed method of procurement, a two stage Contract Change Proposal (CCP), resulted in the execution of options
contained in the Program Agreement for the procurement of additional aircraft approved under Phases 4 and 6. Initial
ICCPs for the Acquisition, Sustainment and Program Agreement Contracts were signed in June 2006.

IThe three AIR9000 Phase 2, 4 and 6 contracts (Program Agreement Contract, Acquisition Contract and Sustainment
Contract) incorporate the above CCPs. On acceptance of two MRH90, appropriate training, maintenance and supply
Isupport, an In Service Date of December 2007 was achieved with aircraft operating under a Special Flight Permit granted
by the Chief of Air Force. This triggered the Sustainment Contract to come into effect and all three contracts are now
currently active.

IThe Commonwealth suspended acceptance of aircraft from Airbus AP in November 2010; deliveries recommenced in
November 2011 after negotiations of a remediation plan (Deed of Agreement and CCPs) to address a number of
lengineering and reliability issues. Concurrent with the recommencement of aircraft acceptance in November 2011, the
Minister for Defence announced that the project would be listed as a Project of Concem citing schedule, aircraft technical
ldeﬁciencies and Airbus AP’s performance.
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built aircraft)
IMRH aircraft #46 Jul 14 Jun 17 Jun 17 35 10
IMRH aircraft #47 (Final Aircraft) Jul 17 Jul 17 Jul 17 0
tes
1 Phases 4/6 were rolled into the MRH Program from aircraft 13 onwards, which increased the number of aircraft
om 12 to 46.

ts post contract signature. The lots comprise of GMMS deliverables that have been aligned to aircraft delivery —
location and baseline. The acceptance of GMMS lots are listed in the acceptance area of this table.
3 [The 13 month delay to closure of Test Readiness Review was due to electronic compatibility test design issues
not resolved until November 2009. This delay was mitigated by the development of an inteim MRH
Instrumentation System capability used for a test activity in October 2009.
4 IAchieved through completion of Test Readiness Review for Contractor In-Plant Test and Evaluation in
September 2011.
5 The first Airworthiness Board (for a Special Flight Permit (SFP) was conducted in November 2007 and a SFP
was granted in December 2007. There have been a number of SFP extensions to allow flight trials of the aircraft
las it further develops. The most recent SFP was granted in December 2012 and expired in April 2013.
6 IAchievement of the Australian Military Type Certificate proved problematic due to technical and reliability issues,
leading to insufficient levels of the Rate of Effort. Rate of Effort was required to validate that in-service support
arrangements for the fleet are sufficient to cope with current numbers of aircraft and are growing in maturity to
meet fleet requirements. Australian Military Type Certificate and Service Release was achieved 17 April 2013.
7 Refers to acceptance of Full Flight Mission Simulators in Oakey and Townsville. Delays have been incurred due
[to the late delivery of facilities and an underestimation of the time required to implement the design.
8 Lot 1, 2 and 3 have been altered to accommodate the variation in aircraft delivery date and configuration.
9 [The MRH instrumented system incurred delays due to technical and supportability issues that resulted in
contractual non-conformances. These non-conformances were rectified by September 2011.
10  [The MRH90 program stopped accepting aircraft in November 2010 due to a number of technical and reliability
issues. The Commonwealth recommenced accepting aircraft in November 2011 after negotiating a remediation
plan to address a number of engineering and contractual issues; however acceptance of aircraft was again
Isuspended in February 2012 pending resolution of another technical concemn related to the aircraft's cargo hook.
In May 2012 the Commonwealth agreed to accept a further four aircraft based on Airbus AP’s agreement to the
commercial terms associated with the rectification of the cargo hook issue. Scheduled aircraft acceptance
recommenced in June 2012 with aircraft #46 accepted in June 2017 and the final aircraft (#47) accepted in July
2017

2 ITne acceptance and test-readiness of the Ground Mission Management System (GMMS) was broken into six
lo

3.3 Progress Toward Materiel Release and Operational Capability Milestones

s | o | i |
Initial Materiel Release (IMR) Army/Navy Jun 10 May 13 35 1
Initial Operational Capability (I0C) Navy Jul 10 Feb 15 55 2

Amy Apr 11 Dec 14 44 3
Final Materiel Release (FMR) Army/Navy Oct 14 Mar 23 101 4
Final Operational Capability (FOC) Navy Dec 12 - - 5
Amy Jul 14 Mar 23 104 45
Notes
1 [The MRH90 program stopped accepting aircraft in November 2010 due to a number of technical and reliability

issues. This has impacted the achievement of capability milestones. The Commonwealth recommenced
laccepting aircraft in November 2011 after negotiating a remediation plan to address a number of engineering
land reliability issues; however acceptance of aircraft was again suspended in February 2012 pending resolution
of another technical concern related to the aircraft's cargo hook. In May 2012 the Commonwealth agreed to
laccept a further four aircraft based on Airbus AP’s agreement to the commercial terms associated with the
rectification of the cargo hook issue. Scheduled aircraft acceptance recommenced in June 2012 with the final
laircraft (#47) accepted in July 17. IMR was declared on 13 May 2013, based on 6 Product Baseline 003 aircraft.

2 IAffected by delays to IMR. (Refer to Note 1 above)

3 IAffected by delays to IMR. (Refer to Note 1 above)

4 [Dates directly impacted by delay to IMR. (Refer to Note 1 above). The remediation of technical deficiencies and
ssues through replacement or re-design will draw upon significant engineering, logistic and commercial
resources and will therefore form the critical path toward achieving FMR. The FMR and FOC dates have been
reviewed to reflect this. Ongoing delays to deliver capabilities has resulted in FMR being rescheduled to March
2023.

5 [FOC is now only forecast as a single date. The last capability subset is to be realised by Army as Operational
ICapability Special Operations 2 (OCS2) when declared by Capability Manager, which is expected to trigger
IFOC. Ongoing delays to deliver capabilities have resulted in FOC being rescheduled to March 2023. FOC
declaration may include some limitations as per Section 4.
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2. Spares Assessments are planned to be conducted after in-
service use of the role equipment to ensure that spares are procured
lon the basis of actual failure rates in use rather than forecast failure
rates.
3. This issue will be closed when MRH90 role equipment has
been granted Service Release.

IContingency has been applied (committed) in support of this issue.

IThe MRH90 capability transition into 6 Avn Regt has 1. Form 6 Avn Regt Integrated Project Team.

been affected by delays in delivery of key capability and [2. Monitor delivery of key capabilities.

role equipment leading to a delay of MRH90 transition 3. Mitigate delays including through Industry collaboration.
land extension of Black Hawk for 6 Avn Regt operations. H4. Implement solution for each deliverable.

IContingency has been applied (committed) in support of this issue.
[This transition has been completed and the issue will be closed.

[Note

Maijor risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 6 — Lessons Learned

6.1 Ke_y L essons L earmned

Description

tegories of Systemic Lessons

e relationship with Industry.

Early establishment of the Sustainment organisations. Both Commonwealth and Resourcing
Industry teams need to be set up well in advance of the first of the deliveries. The

provision of accepted aircraft to an Operational Squadron has led to a range of lessons
in regard to command and control of assets and people, stakeholder management and

IThe impact of attaining limited Intellectual Property rights has been critical to the Contract Management
longoing development of the capability and achievement of value for money in further
contract negotiations. It has also limited the provision of data for integration with other
platforms (such as the Landing Helicopter Dock ships).

IThe MRH Program was incorrectly viewed as a Military off-the-Shelf (MOTS) Off-the-shelf Equipment
lacquisition. Lessons associated with intended MOTS procurements include: that it is
lessential that the maturity of any offered product be clearly assessed and understood;
land that elements of a chosen off-the-shelf solution may not meet the user requirement.

Better arrangements should be put in place to ensure appropriate considerations of Contract Management
contractor performance occur before the Commonwealth enters into similar contracts.

Section 7 — Project Structure

7.1 Project Structure as at 30 June 2022

Unit Name
Division Rotary, Aerospace and Surveillance Systems
Branch JArmy Aviation Systems Branch
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turn slowed the rate of capability growth.

Due to reliability, sustainability and design shortfalls, the Chief of Amy delayed the introduction of MRH-90 Taipan into 6% Aviation
Regiment by three years and delayed the withdrawal of S-70A-9 Black Hawks to mitigate the risk to capability. In September 2017
the Chief of Amy agreed to continue the transition of MRH-90 Taipan into 6* Aviation Regiment. The transition commenced in
January 2019 and concluded with the cessation of S-70A-9 Black Hawk operations in December 2021.

The transition of MRH-90 Taipan into 6™ Aviation Regiment has been supported by the project through the funding of facilities
works, procurement of support and test equipment and additional spares.

Project SEA9100 Phase 1 — Improved Embarked Logistics Support Helicopter has been granted Second Pass Approval by
Government. The project will acquire 12 MH-60R Seahawk aircraft that will replace the Navy’s existing MRH-90 Taipan fleet. Navy
ceased MRH-90 Taipan operations in May 2022.

On 18 January 2023, following Government Combined Pass Approval, Defence announced that LAND4507 Phase 1 - MRH Rapid
Replacement within the Battlefield Aviation Program would acquire 40 UH-60M Black Hawks to replace Army’s MRH-90 Taipan
from 2023.

Following the approval of LAND4507 Phase 1, the MRH Program Management Steering Group (PMSG) confirmed that Final
Operational Capability (FOC) will not be declared for MRH-90 Taipan.

Due to ongoing capability delays and technical deficiencies, the Final Materiel Release (FMR) milestone has been delayed. FMR
forecast dates have been updated to September 2023.

The following capability milestones have been declared:

« Initial Operational Capability (I0C); Amy (Operational Capability Amphibious (OCA) first (OCA1)) — December 2014; Navy
(Operational Capability Maritime (OCM) first (OCM1)) — February 2015.

e  Operational Capability Land (OCL) first (OCL1) September 2015; second (OCL2) — March 2016; and, third (OCL3) — February
2018.

e OCA; second and third (OCA2/3) — December 2015.
Declared capability milestones have regressed due to MRH-90 Taipan system underperformance.
The following capability milestones have not been declared:

e OCM second and third (OCM2/3).

e OCA four (OCA4).

e  Operational Capability Special (OCS) one and two (OCS1/2).

As previously reported, the Taipan Gun Mount (TGM) was granted incorporation approval and production batches were delivered

to and accepted by the project. However, TGM will not be granted service release as it does not meet the capability requirement
due to unacceptable operational and airworthiness implications for crew and passenger seating, egress and aircraft self-protection.

Project closure activities have commenced and the project will be closed as soon as possible after FMR is declared.

Materiel Capability/Scope Delivery Performance
Following the approval of LAND4507 Phase 1, the project is focused on minimising expenditure and achieving Project Closure as
soon as practicable. The following outstanding capabilities will be cancelled or deliveries reduced prior to the declaration of FMR:

TGM.

Mission Troop Seat.

Enhanced Cargo Hook.

Aeromedical Evacuation — Mature and,
C17 Tactical Loading.

All capabilities listed are subject to ongoing contractual negotiations for their cancellation or reduction in scope to support FMR
and Project Closure. Materiel delivery as required under the Materiel Acquisition Agreement (MAA) will be not be fully met, as
directed by the PMSG. The reduced materiel delivery is expected to be achieved by FMR.

FMR has been reviewed and is now forecast to be achieved in September 2023 as the technical and supportability issues around
the outstanding reduced materiel deliveries are resolved and contracted.

The MRH-90 Taipan has not been able to meet the ADFs capability requirements and will be replaced by MH-60R Seahawk
through Project SEA9100 Phase 1 Improved Embarked Logistics Support Helicopter, and UH-60M Black Hawk by LAND 4507
Phase 1 MRH Rapid Replacement Project.

Note

Forecast dates and capability assessments are excluded from the scope of the Auditor-General’s Independent Assurance Report.

1.3 Project Context

Background

The Additional Troop Lift project was first foreshadowed in the Defence White Paper 2000. In total, the AIR9000 MRH Program
under all phases has acquired 47 MRH-90 aircraft and support systems. Support capabilities include Electronic Warfare Self
Protection Support System, MRH Software Support Centre, MRH Instrumentation System and a Ground Mission Management
System, training systems and in-service support.

The AIR9000 Phase 2 Acquisition Contract was signed for 12 additional Troop Lift Helicopters for Armmy with Airbus Australia Pacific
in June 2005 with the subsequent Sustainment and Program Agreement contracts signed in July 2005. First and Second Pass
approval for AIR 9000 Phases 4 and 6 were granted in April 2006; AIR9000 Phase 4 provided 28 helicopters for the replacement
of the Australian Amy’s fleet of 34 S-70A-9 Black Hawk helicopters and AIR900 Phase 6 provided six helicopters as the
replacement of the RAN's fleet of SK50 Sea King helicopters, providing maritime support capability for Navy.

[DLM removed]
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Defence’s acceptance of two MRH-90 that included appropriate training, maintenance and supply support resulted in achievement
of In Service Date of December 2007. The aircraft operated under a Special Flight Permit (SFP) granted by the Chief of Air Force
with the Sustainment Contract coming into effect and all three contracts are now currently active.

The Commonwealth suspended acceptance of aircraft from Airbus Australia Pacific in November 2010 due to a number of
engineering and reliability issues. Deliveries recommenced in November 2011 after a remediation plan by Airbus Australia Pacific
addressed these issues. The Minister for Defence announced on 28 November 2011 that the project would be listed as a Project
of Concem (POC) citing schedule, aircraft technical deficiencies and Airbus Australia Pacific’s performance. The project will remain
a POC until Project Closure.

The Commonwealth has conducted subsequent negotiations with The Contractor to review and settle commercial, technical and
schedule issues with the Deed 2 contract signed on 9 May 2013. The Deed 2 came into effect on 1 July 2013.

The project has received goods and services under the Liquidated Damages provisions of the contract.

Uniqueness

The MRH-90 Taipan aircraft is based upon the German Amy variant of the NH90 Troop Transport Helicopter. The MRH-90 Taipan
design uses well established aerospace technologies, but has introduced new technologies into Army and Navy, primarily in the
areas of composite structure, helmet mounted sight and display, and fly-by-wire flight control systems.

The MRH Program provided a MRH-90 Taipan capability to two main users - Amy and Navy. The capability delivery complexity
was mitigated through an agreement between Chief of Army and Chief of Navy. This provided the project with a single interface
for introduction into service issues. Navy ceased MRH-90 Taipan operations in May 2022.

The MRH Program Office Design Acceptance Strategy is dependent upon the French Military Airworthiness Authority’s (Direction
Générale de ’'Amament (DGA)) prior acceptance of the NH90 variants and certification recommendation for the MRH-90. The
DGA and other National Qualification Organisations prior acceptance of European NH90s provide confidence for the ADF to
leverage off common certification evidence for the MRH-90.

Major Risks and Issues

All risks have been closed and the project is currently managing the following Issues:

Capability related:

e The current design of the protection system is not meeting capability requirements.

e Spares will need to be procured to support the new role equipment and capabilities being developed.

Schedule related:

e Adelay to FMR due to delivery of supplies not adhering to the contracted schedule.
e Adelay to the final solution delivery schedule due to initial solution not being suitable for high care or multiple extractions.

Other Current Related Projects/Phases
AIR9000 Phase 7 — Helicopter Aircrew Training System (HATS). HATS will be an important link in the training continuum for
inductees to the MRH-90 training system.

AIR9000 Phase 8 — Future Naval Aviation Combat System. The acquisition of 24 helicopters to enable the Navy to deploy at
least eight MH-60R Seahawks embarked at sea across the Anzac Class Frigates and the new Hobart Class Air Warfare Destroyers.

AIR90 - Identification Friend or Foe (IFF). AIR90 has upgraded all MRH-90 Taipan to the Mode 5 IFF waveform to maintain
interoperability with United States and North Atlantic Treaty Organisation (NATO) secure combat identification systems. The MRH
related scope of AIR90 is in the project closure phase.

SEA9100 Phase 1 — Improved Embarked Logistics Support Helicopter. This project expands and rationalises the support and
logistics helicopter fleet consistent with the expectations for larger naval operations. The project will acquire 12 MH-60R Seahawk
aircraft to replace the Navy’s existing MRH-90 Taipan fleet.

LAND4507 Phase 1 — MRH Rapid Replacement within the Battlefield Aviation Program. This project will acquire 40 UH-60M
Black Hawk to replace Amy’s MRH-90 Taipan fleet from 2023.

Note

Major risks and issues are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 2 — Financial Performance?

2.1 Project Budget (out-tumed) and Expenditure History

Date Description $m Notes
Project Budget

Apr 04 Original Approval 33 1

Aug 04 Govermnment Second Pass Approval (Phase 2) 9539

Jun 06 Real Variation — Scope (Second Pass Phase 4 and 6) 2,565.6 2
Total at Second Pass Approval 3,522.8

Oct 06 Real Variation — Transfer (219.0) 3

Notice to reader

. As per the JCPAA 2022-23 MPR Guidelines, financial figures in the PDSS have been rounded to one decimal point. Section 2 financial tables may include totals and
centages that are impacted due to the rounding of the original financial data.
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Estimate Final | Actual Variance - ;
Plan $m $m $m Variance Factor Explanation
(14.0) | Australian Industry As at 30 June 2023, FY 2022-23
- | Foreign Industry expenditure was $77.5m against a
budget of $91.6m. The variance is due
- | Farly Processes to delays to the Non-Prime Acquisition
(0.2) | Defence Processes activities achievements and other
- | Foreign Government capability deliverables, and reduction in
Negotiations/Payments contractor and project management
- | Cost Saving office costs.
- | Effort in Support of Operations
- | Additional Govemment Approvals
91.6 775 (14.2) | Total Variance
(15.5) | % Variance
2_.3A Details of Project Major Contracts — Price
Signature Price at Type Form of
Contractor . : Notes
Date Signature $m | 30 Jun 23 $m (Price Basis) Contract
Airbus Australia Pacific Jun 05 846.3 29593 Variable Standard Defence 1,2 3,4
Contract
CAE Australia Pty Ltd Dec 07 180.5 1931 Variable Standard Defence 4.5
Contract
NATO Helicopter Oct 19 205 257 Variable Non Standard 4.6
Management Agency Defence Contract
(Multi Nation)
Leonardo Australia Pty Apr 18 16.3 16.8 Variable Deed 4.7
Ltd

Notes

1 This contract also included an Electronic Warfare Self Protection Support System, MRH Software Support System, MRH

Instrumented System and 23 Ground Mission Management System (GMMS) (four Fixed GMMS, seven Deployable
GMMS, one Reduced, nine Light and two interim GMMS). Contract Base date is January 2004.

2 The MRH Instrumented System includes an airborne instrumentation pallet, some ground based instrumentation and three

aircraft (from the total fleet of 47) that have provisions to have the instrumentation pallet installed.

3 The increase from the original contract value is predominantly due to the increase in aircraft ordered and associated

Packaging.

systems following government approved scope changes as described in Section 1.3. Since 1 July 2018, there have been
key Contract Change Proposals processed for an Aeromedical Evacuation Mature System (Phase 1), replacement Cargo
Hooks, Heavy Stores Carriers, TGM, Fast Roping, Rappelling and Extracting System and External Auxiliary Fuel Tanks

4 Contract value as at 30 June 2023 is based on actual expenditure to 30 June 2023 and remaining commitment at current

exchange rates, and includes adjustments for indexation (where applicable).

5 The Commonwealth conducted negotiations with The Contractor, to review and settle commercial and technical issues in

December 2015.

6 The Commonwealth entered into contract with the NATO Helicopter Management Agency for the NH90 Design and

Development, Production and Logistics Management Organization as a Contributing Participant in this multi-nation
contract for an Aircraft Maintenance Trainer (AMT).

7 The Commonwealth entered into contract with Leonardo Australia Pty Ltd for the establishment of a helicopter transmission

repair and overhaul facility.

2.3B Details of Project Major Contracts — Contracted Quantities and Scope

Contracted Quantities as at
Contractor Signature | 30Jun23 | So°oP° Notes
Airbus Australia Pacific 12 47 MRH-90 Taipan aircraft. 1
CAE Australia Pty Ltd 2 2 Full Flight and Mission Simulator. -
NATO Helicopter 1 1 Aircraft Maintenance Trainer. -
Management Agency
Leonardo Australia Pty N/A N/A Repair and overhaul capability for helicopter -
Ltd transmission, including a repair facility, initial spares,

personnel costs, and transmission pallets.

Major equipment accepted and quantities to 30 Jun 23

e 47 MRH-90 Taipan aircraft have been accepted to date.
* Both Full Flight Mission Simulators have been accepted by the Commonwealth.
o  AMT has been accepted.

Notes

1 The delivery of a 47" MRH-90 Taipan was negotiated as part of Deed 2. This enables the use of one aircraft as a Ground

Training Device without impacting the operational fleet.
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3.2 Contractor Test and Evaluation Progress
Test and - . Original Current Achieved/ Variance
Evaluation | Malor System/Platiorm Variant Planned | Contracted | Forecast | (Months) ——
System MRH aircraft - Phase 2 Jul 06 Nov 06 Dec 06 5 -
Integration  ["MRH aircraft - Phase 4/6 N/A N/A N/A N/A 1
MRH Software Support Centre N/A Oct 08 Nov 08 1 -
Electronic Warfare Self N/A N/A Nov 07 N/A -
Protection Support System
Ground based Mission Planning N/A N/A N/A N/A 2
and Management System
MRH Instrumented System Nov 08 May 09 Dec 09 13 3
Full Flight and Mission Jun 11 Sept 11 Sep 11 4 4
Simulators
Acceptance | Type Acceptance Review SFP 1 Oct 07 N/A Dec 07 2 5
Australian Military Type Dec 08 Dec 10 Apr 13 52 6
Certificate
Full Flight and Mission Simulator Jul 12 Aug 13 Aug 13 13 7
#1
Full Flight and Mission Simulator Jan 13 Oct 14 Oct 14 21 7
#2
Ground based Mission Planning Feb 09 Sep 09 Dec 09 10 8
and Management System Lot 1
Ground Mission Planning and Feb 09 Dec 09 Apr 10 14 8
Management System Lot 2
Ground Mission Planning and Sep 10 Sep10 Mar 13 30 8
Management System Lot 3
MRH Software Support Centre Feb 09 Feb 09 Dec 08 (2) -
Electronic Warfare Self Dec 07 Dec 07 Dec 07 0 -
Protection Support System
MRH Instrumented System Mar 10 Jun 10 Sep 11 18 9
Aircraft MRH aircraft #01 (First aircraft) Dec 07 N/A Dec 07 0 -
Acceptance ["MRH _ aircratt  #05  (First Dec 08 N/A Dec 08 0 -
Australian built aircraft)
MRH aircraft #46 Jul 14 Jun 17 Jun 17 35 10
MRH aircraft #47 (Final aircraft) Jul 17 Jul 17 Jul 17 0 -
Notes

1 AIR9000 Phases 4/6 were rolled into the MRH Program from aircraft 13 onwards, which increased the number of aircraft
from 12 to 46.

2 The acceptance and test-readiness of the GMMS was broken into six lots post contract signature. The lots comprise of
GMMS deliverables that have been aligned to aircraft delivery — location and baseline. The acceptance of GMMS lots are
listed in the acceptance area of this table.

3 The 13-month delay to closure of Test Readiness Review was due to electronic compatibility test design issues not
resolved until November 2009. This delay was mitigated by the development of an interim MRH Instrumentation System
capability used for a test activity in October 2009.

4 Achieved through completion of Test Readiness Review for Contractor In-Plant Test and Evaluation in September 2011.

5 The first Airworthiness Board (for a SFP was conducted in November 2007 and a SFP was granted in December 2007.
There have been a number of SFP extensions to allow flight trials of the aircraft as it further develops. The most recent
SFP was granted in December 2012 and expired in April 2013.

6 Achievement of the Australian Military Type Certificate proved problematic due to technical and reliability issues, leading
to insufficient levels of the Rate of Effort. Rate of Effort was required to validate that in-service support arrangements for
the fleet are sufficient to cope with current numbers of aircraft and are growing in maturity to meet fleet requirements.
Australian Military Type Certificate and Service Release was achieved 17 April 2013.

7 Refers to acceptance of Full Flight Mission Simulators in Oakey and Townsville. Delays have been incurred due to the late
delivery of facilities and an underestimation of the time required to implement the design.

8 Ground based Mission planning and Management System Lot 1, 2 and 3 have been altered to accommodate the variation
in aircraft delivery date and configuration.

9 The MRH instrumented system incurred delays due to technical and supportability issues that resulted in contractual non-
conformances. These non-conformances were rectified by September 2011.

10 The MRH-90 program stopped accepting aircraft in November 2010 due to a number of technical and reliability issues.

The Commonwealth recommenced accepting aircraft in November 2011 after negotiating a remediation plan to address a
number of engineering and contractual issues; however, acceptance of aircraft was again suspended in February 2012
pending resolution of another technical concemn related to the aircraft’'s cargo hook. In May 2012 the Commonwealth
agreed to accept a further four aircraft based on Airbus Australia Pacific’s agreement to the commercial terms associated
with the rectification of the cargo hook issue. Scheduled aircraft acceptance recommenced in June 2012 with aircraft #46
accepted in June 2017 and the final aircraft (#47) accepted in July 2017.
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Ref# | Description Remedial Action
1 Two issues have been identified that are attributed to | The project FOC will not be declared due to the delay in the
Schedule: delivery of FMR supplies. Defence has approved the
e Delayed FMR due to delivery of supplies not adhering | cancellation of these outstanding supplies with a
to the contracted schedule. corresponding scope reduction to reflect the capability
e Delay to the final solution delivery schedule due to | identified in the MAA.
initial solution not being suitable for high care or
multiple extractions.
2 Two capability issues have been identified: The PMSG held in April 2023 endorsed that the sub-system
e The current design of the protection system is not | will not be granted technical release and that production
meeting capability requirements. systems and spares are not to be procured. The current in
e  Spares will need to be procured to support the new role | service system integrated onto the platform will remain in
equipment and capabilities being developed. service.
Note

Major risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 6 — Lessons Learned

6.1 Key Lessons Leamed

Description

Categories of Systemic Lessons

In line with Defence instruction and CASG Lessons policy, the project conducts
scheduled reviews of its captured lessons information (including any observations,
insights and/or lessons identified) as well as lessons information contained within the
Defence Lessons Repository. The project has captured four lessons related to
Contract Management, First of Type Equipment, Schedule Management,
Governance, and Requirements Management. Three project lessons are provided
below (note this does not include all project lessons):

The project has not categorised any of its
lessons information as a whole-of-
Defence Lesson Leamed.

Lesson Type — Observation. The impact of attaining limited Intellectual Property rights
has been critical to the ongoing development of the capability and achievement of
value for money in further contract negotiations. It has also limited the provision of
data for integration with other platforms (such as the Landing Helicopter Dock ships).

Contract Management

Lesson Type — Observation. The MRH Program was incorrectly viewed as a Military
off-the-Shelf (MOTS) acquisition. Lessons associated with intended MOTS
procurements include: that it is essential that the maturity of any offered product be
clearly assessed and understood; and that elements of a chosen off-the-shelf solution
may not meet the user requirement.

Off-The-Shelf Equipment

Lesson Type — Observation. Better arrangements should be put in place to ensure
appropriate  considerations of contractor performance occur before the
Commonwealth enters into similar contracts.

Contract Management

Section 7 — Project Structure

7.1 Project Structure as at 30 June 2023

Unit Name
Division Joint Aviation Systems Division
Branch Army Aviation Systems Branch

[DLM removed]
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Project Data Summary Sheet

Project Number LAND400 Phase 2

Project Name MOUNTED COMBAT
RECONNAISSANCE
CAPABILITY

First Year Reported in | 2019-20

the MPR

Capability Type Replacement

Capability Manager Chief of Army

Government 1st Pass Dec 14

Approval

Government 2nd Pass | Mar 18

Approval

Budget at 2nd Pass $5,762.7m

Approval

Total Approved Budget | $5,606.3m

(Current)

2021-22 Budget $370.0m

Complexity ACAT |

Section 1 - Project Summary
1.1 Project Description

LAND400 Phase 2 will acquire the Boxer 8x8 Combat Reconnaissance Vehicle (CRV) to meet Amy’s land combat
reconnaissance requirements. The Project is approved to acquire 211 vehicles, additional modules, training
systems and support systems to replace the in-service capability provided by the Australian Light Amoured Vehicle
(ASLAV).

1.2 Current Status

Cost Performance

In-year
As at 30 June 2022, financial year 2021-22 expenditure was $370.1m against a Year End (YE) budget of $370.0m

representing no material YE variance.

Project Financial Assurance Statement

As at 30 June 2022, Project LAND400 Phase 2 has reviewed the Project's approved scope and budget for those
elements required to be delivered by Defence. Having reviewed the current financial contractual obligations of
Defence for this project, current known risks, and estimated future expenditure, Defence considers, as at the
reporting date, there is sufficient budget remaining for the project to complete against the agreed scope.

Contingency Statement

The Project has not applied contingency in the financial year 2021/22.

Schedule Performance

The Project has successfully achieved both Initial Materiel Release (with exceptions) and Initial Operational
Capability. The Project schedule was adjusted in 2022 (resulting in increased variance to some milestones) to
incorporate a series of contractual changes, principally focused on incorporating capability improvements and
addressing further COVID-19 delays. The Project experienced delays in the exit of some design reviews and is
working intensively with Rheinmetall Defence Australia (RDA) to ensure the achievement of Final Operational
Capability remains on track for 2027.

Materiel Capability/Scope Delivery Performance

As at 30 June 2022, the Project has achieved Initial Operational Capability. Final Material Release and Final
Operational Capability remain planned for June 2027.

Note

Forecast dates and capability assessments are excluded from the scope of the Auditor-General’s Independent
Assurance Report.

1.3 Project Context

Background

The Australian Light Amoured Vehicle (ASLAV) supports the Australian Defence Force’s (ADF) mounted combat
reconnaissance capability and has seen extensive operational service, including in East Timor, Iraq and Afghanistan.
Introduced in 1992, the ASLAV fleet will reach the end of its life around 2023 and is expected to be withdrawn from
service in 2025.

The Govemment gave First Pass Approval for a replacement Combat Reconnaissance Vehicle (CRV) in

December 2014. An assessment prior to First Pass Approval identified that current Military-Off-The-Shelf solutions
would be unlikely to be capable of meeting all of Amy’s capability requirements. In March 2018, Government

Notice to reader

Forecast dates and Sections: 1.2 (Materiel Capability/Scope Delivery Performance), 1.3 (Major Risks and Issues), 4.1 (Measures of Materiel
Capability/Scope Delivery Performance), and 5 (Major Risks and Issues) are excluded from the scope of the ANAQ’s review of this Project Data Summary
Sheet. Information on the scope of the review is provided in the Independent Assurance Report by the Auditor-General in Part 3 of this report.
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announced RDA as the preferred tenderer for the delivery of an Australianised Boxer 8x8 CRV for the ADF — an
acquisition contract was signed in August 2018 for the provision and initial support of 211 Boxer CRVs to be delivered
in two blocks.

Block | (now delivered) consists of 25 vehicles (12 Reconnaissance and 13 Multi-Purpose Varants) whilst Block Il
(currently in design) consists of 186 vehicles, across five variants: Reconnaissance (121); Command and Control
(15); Joint Fires and Surveillance (29), Repair (10) and Recovery (11).

The Block | vehicles were primarily manufactured and assembled in Germany, with final integration, acceptance
testing and operational test and evaluation undertaken in Australia — Defence achieved Initial Operational Capability,
on schedule, in June 2022. With a deliberate period of transition, the remaining Block Il Boxer CRVs will
predominately be built and assembled in Australia. The transition will enable progressive technology transfer of
manufacturing techniques and assembly line processes to Australia. There will remain some vehicle subsystems for
which the transfer of manufacture or assembly from Europe to Australia would not be cost-effective and will continue
to be supplied from Europe (e.g. welded drive module hulls, 30mm cannons, and multi-sensor head systems). Final
assembly, integration, set to work, and testing of those elements will, however, still occur in Australia, whilst selected
low-volume variants will continue to be assembled in Germany. The Project has so far invoked one Stop Payment
milestone (in the period July to September 2019) — this has now been lifted.

The Smart Buyer Process was introduced to Defence during 2016 and became a mandatory requirement for
Defence projects during 2017. As the new process was introduced after LAND400 Phase 2 had approached the
market, it was not feasible to implement it within the timeframe available.

The Boxer CRV will form part of Amy’s modemnised Armoured Fighting Vehicle capability, until its life-of-type
(approximately 2055).

Uniqueness

LAND400 Phase 2 is unique for two reasons. Firstly, Australia is the first nation acquiring a Boxer vehicle with a
manned-turret — a vaniant that other countries have expressed an interest in buying. Secondly, the Project is
acquiring a uniquely designed Reconfigurable Driver Training Simulator — a system that was designed in Australia,
won an Essington-Lewis Award for the best minor acquisition under $50 million in 2020, and is attracting global
interest for follow-on sales.

Major Risks and Issues

The only high risk for the Project is failure to achieve FOC on schedule.

In addition, the Project is managing a small quantity of residual issues associated with two milestones (Initial
Material Release and Initial Operational Capability).

Other Current Related Projects/Phases
LAND200 Tranche 2 (Battlefield Command System) is scoped to deliver two subsystems to the Project, these|
include:

e Battlefield Management System (BMS) — that enables vehicle commanders to monitor, direct and review
operations with electronic displays of maps and combat data; and

e  Tactical Communications Network — comprising secure, mobile communications infrastructure to support the
distribution of the BMS and other combat systems used by Army.

Note

Major rnisks and issues are excluded from the scope of the Auditor-General’s Independent Assurance Report.
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Section 5 — Major Risks and Issues

5.1 Major Project Risks

Identified Risks (risk identified by standard project risk management processes)

Description

Remedial Action

Failure of Boxer CRV to meet the contracted
specifications.

[There is a risk that the Boxer CRV may fail to meet the
contracted minimum specifications leading to an
Jmpact on cost, schedule or capability.

[The Commonwealth is working closely with the supplier as
part of the initial testing of the vehicle. Any areas for
improvement will be integrated into the vehicle’s design.

IThe risk was downgraded from high to medium as the
Project has an improved understanding of the vehicle’s
design.

Failure to achieve FOC on schedule

There is a risk that FOC will not be achieved on
chedule due to the combined impacts of COVID-19,
echnical difficulties, global supply chain disruption,
nd problems faced by the OEM.

[The Commonwealth has worked intensively with the supplier
o reduce delays. Despite this, the Project assesses that
Echievement of FOC is currently a high risk and is being
ctively managed by Commonwealth and Industry senior
leadership.

Immersive Tactical Trainer — Containerised (ITT-C)
Design is not feasible

[There is a risk that when operated the ITT-C will create|
0o much heat in the confined container, resulting in a

ystem that does not meet safety requirements and is
hot fit for purpose.

[The Commonwealth will increase the frequency of technical
reviews for the development of the ITT-C.

[This risk was retired as the ITT-C’s design issues were
resolved.

Cost of Project Contractor Support Exceeds Budget

[There is a risk that the budget for Contractor Support
approved at Second Pass ($46.805m) will not be
sufficient to fund the required contracted workforce for
khe life of the Project.

[This risk was retired as the allocation of resources attributed
was reviewed and deemed sufficient.

RDA Variance at Completion (VAC) Exceeds Budget
Allocated Cost

There is a risk that RDA’s current VAC of $109m is an

IThe Commonwealth is monitoring and engaging closely with
RDA.

[This risk was retired as the Project has a fixed price contract

Defence FOI 1703/25/26
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early indicator of cost, schedule and performance festablished and has sufficient contingency included within
challenges. Ehe contract price.
Emergent Risks (risk not previously id eme urng —22)

Description Remedial Action
N/A N/A
5.2 Major Project Issues
Description Remedial Action

IC41 System Software and Equipment Availability

[There is an issue that CRV capabilities will be affected
by Ammy and/or communications-related projects,
ISystem Project Offices (SPO) and original equipment
manufacturers (OEM) being unable to provide
communications equipment, software or technical
support within LAND400 Phase 2 timeframes leading to
an impact on Cost, Schedule, Performance and
Reputation.

[The Project is engaging closely with Army, C4l projects,
ISPOs and OEMs to closely manage the availability of
lequipment and technical information and support in
laccordance with LAND400 Phase 2 timeframes.

[This issue has been expanded for clarity and renamed
Command, Control, Communications, Computers and
Intelligence (C4l) Software and Equipment compromises
ICRV capability’.

[This issue was retired as the required software and
lequipment has been made available within the required
timeframes.

Failure to integrate LAND200 Systems onto the CRV

[There is an issue that LAND200 are unable to provide
Ffa:hnical support or equipment within the required

ND400 Phase 2 timeframes.

[The Project has established an altenative means of supply.

[This issue was retired as a technical solution was identified.

mpacts of COVID-19 on RDA

ere is an issue that RDA will be unable to deliver
gainst its contracted schedule due to the impacts of
OVID-19. There will be a six month delay to all
ontractual milestones with potential impacts to FOC.

ealised and potential impacts include reduced
roduction capacity, supply chain delivery delays, lower
evels of collaboration, possible staff absences or
imitations, and potential disruption to program delivery.
t may also lead to potential delays in the delivery of
lock Il vehicles and corresponding Milestones and
tential delays to Block Il Mandated System Reviews,
elivery of vehicles and the corresponding Milestones.

[The Project has worked intensively with RDA to recover
Ischedule — revised arrangements, including the early
transition of production-related work to Australia and
lincreased rate of production have now been implemented.

This issue was retired as the impacts of COVID-19 were
laddressed via a contractual change.
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IC2 and JFS variants inability to Access External Power
ISource

There is an issue that the batteries in the C2 and JFS
variants of the CRV are unable to be charged whilst in a
static mode, leading to an impact on the operation of
vehicle systems.

[The Project is working with RDA to incorporate an external
lpower charging port into the design.

[This issue has been downgraded from high to medium, as a
[technical solution is being scoped.

nitial Materiel Release Exceptions

nitial Materiel Release was declared with three
exceptions relating to:

the completion of Functional Configuration
Audit and Physical Configuration Audit,

the integration of electronic counter
measures, and

transportability studies including air
fransportability and integration with other Army vehicles.

[The Project has completed remediation work to address the
lintegration of electronic counter measures. The Project
lexpects to complete the remaining two exceptions in
iOctober 2022.

Block | Technical Issues

[There is an issue that the Block | vehicles experienced
e minor technical issues during introduction into use

ize and complexity. Whilst the issues did result in
ncreased risk being accepted by the Capability
anager, none were impediments to the declaration of
nitial Operational Capability (IOC). The issues were
ssociated with human factors, towing, and air
ansportability.

issues like these are to be expected in a project of this]

[The Project is working intensively with Rheinmetall Defence
IAustralia to address these issues — all are expected to be
resolved in 2023 within the timeframes required by Army.

Note

Report.

Major risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance
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Section 6 — Lessons Learned
6.1 Key Lessons Leamed
Descniption Categories of Systemic Lessons
[Enhancing project team capability — The project should be sufficiently Resourcing and
resourced at each stage of the capability lifecycle. All members of the project Govemance

eam should be properly trained and prepared for their roles and have a good
nderstanding of the project’s scope, schedule and cost along with associated
ovemance requirements.

hole of capability focus — The project should establish and maintain a ‘whole
f capability’ focus in delivering the Boxer CRV, including management of all
undamental inputs to capability and commonality and alignment across the
upport and training systems to retain its effectiveness in rapidly changing
hreat and technology environments.

Requirements Management

hole of life approach — When conducting market solicitation for the capability,
he tender documentation should establish clear guidance on the level of
aturity required initially as well as the level of innovation or developmental
spects the Commonwealth is prepared to accept. Requirements should be
expressed in terms of mission or functional performance and should encourage
tenderers to offer innovative solutions.

Requirements Management

Project management discipline — A Program Management Plan and Project
IMaster Schedule are the means by which high-performing projects are
conducted. As such, they must be maintained as the basis for directing the
L AND400 Phase 2 program, managing priorities and resources, and monitoring|
and reporting performance to the relevant stakeholders. A Risk Management
Plan should inform a disciplined approach to identifying, recording, analysing
and mitigating the risks, issues and opportunities that may affect delivery of the
capability.

Govemance

ICapability Manager and stakeholder engagement are an essential part of the
tender governance — arrangements should be established for regular
participation of the 3-star Capability Manager and Deputy Secretary CASG in
senior governance arrangements. It is recommended that each major
lacquisition program invite participation from Contestability Division, Joint Force
Design, Industry Division and Defence Science and Technology at all levels of
the Tender Evaluation Organisation.

Govemance

Industry engagement — Early engagement of ‘Industry’ (as one of the
fundamental inputs to capability) is required to maximise Australian industry
participation in delivering the capability. The requirements, guidance and
parameters for industry involvement should be included in the tender
ldocumentation and facilitated industry engagement should be a standard part
of any major acquisition project.

Requirements Management

Tender requirements — When conducting a tender, the Request For Tender
documentation should clearly identify which requirements are considered
essential’, ‘important’ and ‘desirable’ to the Commonwealth in order to guide
the tenderers in developing proposed solutions. In addition, any Risk Mitigation
Activity undertaken to differentiate between tendered solutions should look
beyond the testing and evaluation requirements and consider other elements of
the capability (including personnel training, repair and sustainment aspects).

Requirements Management

Probity — During tender evaluations, all staff involved in the project, including
contracted workforce, must have a clear understanding of probity and all
probity requirements in order to preserve the integrity of the tender process.
Throughout the source selection and negotiation stages, any interaction
between members of the project team and tenderers should be properly
recorded to maintain transparency and ensure the Commonwealth is able to

rovide an appropriate response.

Govemance

Section 7 — Project Structure

7.1 Project Structure as at 30 June 2022

Unit Name
Division IArmoured Vehicle Division
Branch IArmoured Fighting Vehicles Branch
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implement it within the timeframe available.

In June 2022, Defence achieved through acceptance of the Block | Boxer CRV achieved Initial Operational Capability on schedule.
The Block Il Boxer CRVs will be substantially built and assembled in Australia consistent with the transition of technology,
manufacturing techniques and assembly line production to Australia. There will remain some vehicle subsystems for which the
transfer of manufacture or assembly from Europe to Australia is not be cost-effective and will continue to be sourced from Europe.
Final assembly, integration, set to work, and testing of these elements will occur in Australia. Selected low-volume CRV variants
will continue to be assembled in Germany.

On the 07 June 2023, Defence advised Rheinmetall Defence Australia Pty Ltd that it was enforcing the Stop Payment for Milestone
070 “Exit of the Recovery Detail Design Review (DDR)’ due to the delay in milestone achievement and delay in the conducting the
Integrated Baseline Review.

The Boxer CRV will form part of Army’s modemised Amoured Fighting Vehicle capability, until its life-of-type (approximately 2055).

Uniqueness

LAND400 Phase 2 is unique for two reasons. Firstly, Australia is the first nation acquiring a Boxer vehicle with a manned-turret, a
variant that other countries have expressed an interest in buying. Secondly, the project is acquiring a uniquely designed
Reconfigurable Driver Training Simulator — a system that was designed in Australia, won an Essington-Lewis Award for the best
minor acquisition under $50.0m million in 2020, and is attracting global interest for follow-on sales.

Major Risks and Issues
The project is currently managing the following High risk:

o  Failure to achieve FOC on schedule.
The project is currently managing the following issues:

e Training equipment fails to enter DDR on schedule.
e The Recovery (RECOV) Variant fails to enter DDR on schedule.
e The project is managing a small quantity of residual issues associated with two milestones (IMR and 10C).

Other Current Related Projects/Phases

LAND400 Phase 2 is reliant on the delivery of LAND200 Tranche 2 capabilities:

o Battlefield Management System (BMS). Enables vehicle commanders to monitor, direct and review operations with
electronic displays of maps and combat data; and

e Tactical Communications Network (TCN). Provides secure, mobile communications infrastructure to support the distribution
of the BMS and other combat systems used by Army.

These subsystems are scoped to be delivered to Army by LAND200 Tranche 2.

Army’s BMS and TCN integration into the CRV platform were not scoped in LAND200 Tranche 2, as LAND200 Tranche 2 preceded
LAND400 Phase 2 approval - hence there is no direct dependency. LAND400 Phase 2 will deliver an interim capability effect to fill
the BMS and TCN requirements that will be further developed under future projects.

The project is reliant on:

e LAND154 Phase 2 - Joint Counter Improvised Explosive Device Capability. Force Protection Electronic Counter
Measures solution integrated into the CRV as Government Fumished Equipment.

Note

Major risks and issues are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 2 — Financial Performance?

2.1 Project Budget (out-turmed) and Expenditure History

Date Description $m Notes
Project Budget
Dec 14 Onginal Approved (Govemment First Pass Approval) 116.7
Mar 18 Govemment Second Pass Approval 5,646.0
Real Variation — Transfer
Total at Second Pass Approval 5,762.7
Jun 23 Exchange Variation (105.3)
Jun 23 Total Budget 5,657.3
Project Expenditure
Prior to Jul 22 | Contract Expenditure — Rheinmetall Defence Australia Pty Ltd (1,571.6)
Contract Expenditure — NIOA Pty Ltd (78.2)
Contract Expenditure — Universal Motion Simulators Pty Ltd (26.7)
Contract Expenditure — EOS Defence System Pty Ltd (6.8)

Notice to reader

. As per the JCPAA 2022-23 MPR Guidelines, financial figures in the PDSS have been rounded to one decimal point. Section 2 financial tables may include totals and
centages that are impacted due to the rounding of the original financial data.

[DLM removed]
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EOS Defence System Dec 19 50.2 599 Firm or Fixed Standard Defence 2,3
Pty Ltd Contract
Varley Rafael Australia May 23 457 46.0 Firm or Fixed Standard Defence 5
Pty Ltd Contract
Notes
1 Contract value as at signature is based on PBS 2018-19 budgeted exchange rates. The commitment value included price

escalation estimates.

2 Contract value as at signature is based on Mid-Year Economic and Fiscal Outlook 2019-20 budgeted exchange rates. The
commitment value included price escalation estimates.

3 The price at 30 June 2023 is $40.3m lower than the price at Rheinmetall Defence Australia Pty Ltd contract signature due
to contract changes, exchange rate variation and price escalation. The price at 30 June 2023 is $9.7m higher than the
price at EOS Defence System Pty Ltd contract signature due to contract changes, exchange rate variation and price
escalation.

4 Contract value as at signature reflects initial order quantity only not current value including additional purchase orders.

5 Contract value as at signature is based on PBS 2023-24 budgeted exchange rates.

2.3B Details of Project Major Contracts — Contracted Quantities and Scope

Contracted Quantities as at
Contractor Signature 30 Jun 23 Scope Notes
NIOA Pty Ltd Classified Classified Explosive Ordnance. -
Rheinmetall Defence 211 211 CRV, 12 Mission Modules, Support and Test 1
Australia Pty Ltd Equipment and Training Equipment.
Universal Motion 6 6 Reconfigurable Driver Simulator — Fixed Part Task -
Simulators Pty Ltd 1 1 Trainer — Reconfigurable Driver Simulator.
EOS Defence System 82 82 Remote Weapon Station. -
Pty Ltd
Varley Rafael Australia Classified Classified Explosive Ordnance. -
Pty Ltd
Major equipment accepted and quantities to 30 Jun 23
As at 30 June 2023:

e 25 CRV have been accepted.
» A classified quantity and variety of explosive ordnance has been accepted.

Notes

1 In FY 2019-20, the quantity reported at contract signature was 223 — this figure included 211 CRV and the 12 additional
Mission Modules. This figure has been updated to 211 to more comrectly define the number of complete CRV.

2 4 Australian Industry Capability

Summary

The project has no contracted Australian Industry Capability (AIC) targets with NIOA Pty Ltd as the contract is managed by Land
Explosive Ordnance. NIOA Pty Ltd has an AIC plan that maximises Australian Industry involvement across Design Development,
Production Activities, Integrated Logistics Support (ILS) and Contractor Data Requirement Lists.

The project has contracted AIC targets based on opportunities to maximise intemationally competitive Australian industry
involvement which is captured in Rheinmetall Defence Australia Pty Ltd’s AIC Plans in the support of their design, manufacturing,
integration, ILS and Project Management activities.

The project has contracted AIC targets with Universal Motion Simulators Pty Ltd. Universal Motion Simulators Pty Ltd has an AIC
plan that maximise Australian Industry involvement across Design Development, Production Activities, ILS, Contractor Data
Requirement Lists and Project Management Office activities.

The project has contracted AIC targets with EOS Defence System Pty Ltd. EOS Defence System Pty Ltd has an AIC plan that
maximise Australian Industry involvement across the Design Development, Production, Contractor Data Requirement Lists and
Project Management Office activities.

The project has identified AIC targets based on those opportunities that maximise intemationally competitive Australian industry
involvement which will be captured in Varley Rafael Australia Pty Ltd Domestic Manufacture Business Case to be delivered in
November 2023 in the support of their design, manufacturing, integration, ILS and project management activities.

Note

AIC Plans for contracts worth more than $20 million are published on Defence’s website. Australian Industry Capability is excluded
from the scope of the Auditor-General’s Independent Assurance Report.

Section 3 — Schedule Performance

3.1 Design Review Progress

. . . Original Current Achieved/ Variance
Review Major System/Platform Variant e T = tio (Months) Notes
System Block | — Multi Purpose Vehicle N/A N/A Nov 18 N/A 1,2
Requirements ["Bjock | — Reconnaissance Nov 18 N/A Nov 18 0 1

[DLM removed]
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Block Il — Joint Fires and Jul 19 N/A Jul 19 0 1

Surveillance

Block I — Command and Jun 19 N/A Jul 19 1 1

Control

Block Il — Reconnaissance Jan 19 N/A Feb 19 1 1

Block Il — Repair Aug 19 Oct 19 Sep 19 1 1

Block Il — Recovery Feb 19 N/A Feb 19 0 1
Preliminary Block | — Multi Purpose Vehicle N/A N/A Jan 19 N/A 1,2
Design Block | — Reconnaissance May 19 N/A May 19 0 1

Block Il — Joint Fires and Dec 20 Jan 23 May 23 30 1,3,9 10

Surveillance

Block II — Command and Jul 20 Jan 23 May 23 35 1,4,9 10

Control

Block Il — Reconnaissance Jul 19 N/A Sep 19 2 1,3,5

Block Il — Repair Dec 21 May 23 Mar 24 27 1,9,10

Block Il — Recovery Feb 20 Sep 22 Aug 22 30 1,6,9
Critical Design | Block | —Multi Purpose Vehicle Jan 19 N/A Aug 19 7 1,2,7

Block | — Reconnaissance Oct 19 N/A Nov 19 1 1

Block Il — Joint Fires and Nov 21 Oct 23 Jun 24 31 1,3,9,10

Surveillance

Block II — Command and Apr 21 Oct 23 Jun 24 38 1,4,9 10

Control

Block Il — Reconnaissance May 20 May 22 Aug 22 27 1,8,9

Block Il — Repair Sep 22 Feb 24 Feb 25 29 1,9,10

Block Il — Recovery Mar 21 May 23 Dec 23 33 1,9,10
Notes

1 The date represents the exit of the Design Review.

2 The Multi-Purpose Vehicle was only required to conduct a DDR.

3 Delay was due to the introduction of the Electronic Architecture and COVID-19 Contract Change Proposals (CCP),
uncertainty with the load list, and delays associated with the Command and Control variant.

4 Delay was due to a combination of the introduction of the Electronic Architecture and COVID-19 CCPs, and uncertainty
with the load list.

5 Delay was due to a failure to satisfy all Preliminary Design Review (PDR) requirements which resulted in Defence invoking
a Stop Payment in July 2019 — this has now been lifted.

6 Delay was due to a Commonwealth request for a risk reduction activity (in the form of a capability demonstration) to be
incorporated into the review.

7 Delay was due to the late achievement of PDR and an underestimation of the time required to implement the design
changes following the fitment exercise.

8 Delay was due to a combination of the Stop Payment (in July 2019) — Note 5 refers; the introduction of the Electronic
Architecture and COVID-19 CCPs; the entry criteria for this activity not being met; and failure to exit the design review on
schedule.

9 The additional variance is due to the execution of CCP026 which incorporated a series of capability improvements and
addressed further COVID-19 delays.

10 The variance for FY 2022-23 was due to supply chain issues and also the ability of the main contractor to adequately

resource the program with appropriately skilled resources.

3.2 Contractor Test and Evaluation Progress

Eﬁ:l;';%n Major System/Platform Variant F?Igglr::; C(():r:‘trr:fc?::d AF%'::;’:;I Yl\:(r)lnatri]lcs‘; Notes
System Block | — Multi Purpose Vehicle Oct 20 N/A Dec 20 2 1,2
L"r:ggfam" Block | — Reconnaissance Oct 20 N/A Jun 21 8 1.2
Acceptance Block. Il — Joint Fires and Oct 26 Apr 27 Jun 27 8 1,3,4,5
Surveillance
Block Il — Command and Control Jun 26 Apr 27 Jun 27 12 1,3,5
Block Il — Reconnaissance Oct 26 May 27 Jul 27 9 1,3,4,5
Block Il — Repair Jun 26 May 27 Jul 27 13 1,3,5
Block Il — Recovery Mar 26 Oct 26 Feb 27 1 1,3,4,5
Notes
1 Dates specified are based on acceptance of the final delivery for each variant.
2 Delivery was delayed due to a combination of production and manufacturing delays in Europe and the impact of COVID-
19 in both Europe and Australia.
3 The variance is due to a combination of technical changes made to all variants and the impact of COVID-19 in both Europe

and Australia.

[DLM removed]
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4 While the forecasts are earlier than currently contracted, the milestones have still slipped overall compared to the
previously reported forecasts.

5 The vanance for FY 2022-23 have been related to supply chain issues and also the ability of Rheinmetall Defence Australia
Pty Ltd to adequately resource the program with appropriately skilled resources.

3.3 Progress Toward Materiel Release and Operational Capability Milestones

Item Original Planned Achieved/Forecast X\:Snat?g; Notes
Initial Materiel Release (IMR) Oct 20 Jun 21 8 1,2,3
Initial Operational Capability (I0C) Jun 22 Jun 22 0 1,4
Final Materiel Release (FMR) Jan 27 Jan 27 0 1,6
Final Operational Capability (FOC) Jun 27 Jun 27 0 1,56
Notes

1 Refer to Section 4.2 for definitions of these milestones.

2 The variance is due to a combination of production and manufacturing delays in Europe and the impact of COVID-19 in
both Europe and Australia.

3 IMR was met with the delivery of 21 vehicles to the 7* Brigade in June 2021. IMR was declared with three exceptions
which are further explained in Section 5.2.

4 10C was declared on 29 June 2022, when the first operationally-deployable CRV element (the first Mounted Combat
Squadron) including mission, support and training systems, and facilities, if required, was delivered to the first Combat
Brigade and support organisations, and accepted into service. The Block | vehicles experienced some technical issues
during Operational Test and Evaluation activities, however these were not impediments to a IOC declaration — these are
explained further in Section 5.2.

5 The project is working intensively with Rheinmetall Defence Australia Pty Ltd to ensure FOC is achieved on schedule.

6 The outcomes of the update to the Materiel Acquisition Agreement (MAA) and the conduct of the Integrated Baseline
Review may have an impact on the Forecasted dates for FMR and FOC. The revision and approved Version 2 of the MAA
is not expected until Quarter 4, 2023.

Schedule Status at 30 June 2023
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Note

Forecast dates in Section 3 are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 4 — Materiel Capability/ Scope Delivery Performance

4.1 Measures of Materiel Capability/Scope Delivery Performance
Traffic Light Diagram: Percentage Breakdown of Materiel Capability/Scope Delivery Performance

Green:

The project expects to meet the Materiel Capability Requirements as expressed in the MAA.

Amber:
N/A

0%

Red:
N/A

Note

This Traffic Light Diagram represents Defence’s expected capability delivery. Capability assessments and forecast dates are
excluded from the scope of the Auditor-General’s Independent Assurance Report.
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ltem

Explanation

Achievement

(IMR)

Initial Materiel Release

IMR occurred in June 2021 when 21 CRV mission systems were
delivered to 7* Brigade, Brisbane; and the initial contractor-
provided logistics support arrangements were established. These
included: user documentation, technical data, maintenance
support, logistics instructions, engineering support, spares, and
training systems.

Achieved with Exceptions

(I0C)

Initial Operational Capability

I0C occurred on schedule in June 2022 when the first
operationally deployable CRV element, including mission
support, training systems and facilities, if required, were delivered
to one Combat Brigade and support organisations, and accepted
into operational service.

Achieved

(FMR)

Final Materiel Release

FMR will occur with final delivery of the CRV capability. It includes:

e Delivery of all vehicles, spares and attrition, and simulation
training enablers for the CRV capability to all gaining units;
and,

e lLogistics support amrangements, including:  user
documentation; technical data; maintenance support,
logistics instruction, engineering support; spares; training
systems; and facilities.

Forecast: January 2027.

Not yet Achieved

(FOC)

Final Operational Capability

FOC will occur when:

e The full scope of LAND400 Phase 2, including mission,
support and training systems, and facilities (if required), has
been delivered to the three Combat Brigades and support
organisations, and accepted into operational service.

e Support arrangements are finalised in accordance with the
ILS Plan.

e The three Amoured Cavalry Regiments are declared
operationally ready by the Capability Manager (including

Not yet Achieved

Forecast: June 2027.

training fleets, and spares and attrition stock vehicles).

Section 5 — Major Risks and Issues

5.1 Major Project Risks

Identified Risks (risk identified by standard project risk management processes)

Ref#

Description

Remedial Action

1

Eailure to achieve FOC on schedule

There is a risk that FOC will not be achieved on schedule
due to the combined impacts of COVID-19, technical
difficulties, global supply chain disruption, and problems
faced by Rheinmetall Defence Australia Pty Ltd.

The Commonwealth has worked intensively with
Rheinmetall Defence Australia Pty Ltd to reduce delays.
Despite this, the project assesses that achievement of FOC
is currently a High risk and is being actively managed by
Commonwealth and Industry senior leadership.

Emergent Risks (risk not previously identified but has emerged during 2022—-23)

Ref# | Description Remedial Action
N/A

5.2 Major Project Issues

Ref# | Description Remedial Action

1

Training equipment fails to enter DDR on Schedule

There is a nisk that delays in training equipment delivered
by Rheinmetall Defence Australia Pty Ltd will impact project
schedule and capability.

The Commonwealth is working closely with Rheinmetall
Defence Australia Pty Ltd to seek assurance of the training
equipment design maturity to enter into a DDR and also
support a Training Readiness Review to meet the
requirements of schedule and capability.

2 The RECOV Variant fails to enter DDR on Schedule The Commonwealth is working closely with Rheinmetall
There is arisk that RECOV Variant design maturity level will | Defence Australia Pty Ltd to actively manage any delays to
impact DDR entry milestone dates. DDR during fortnightly Program Management Review

meetings. The Commonwealth is supporting Rheinmetall
Defence Australia Pty Ltd to provide review and acceptance
of DDR activities.

3 IMR Exceptions The project has completed remediation work to address the

IMR was declared with three exceptions relating to:

e the completion of Functional Configuration Audit and
Physical Configuration Audit,

« the integration of electronic counter measures, and

e transportability studies including air transportability
and integration with other Army vehicles.

integration of electronic counter measures. The project
expects to complete the remaining two exceptions in
October 2023.

[DLM removed]
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Block | Technical Issues

There is an issue that the Block | vehicles experienced
some minor technical issues during introduction into use —
issues like these are to be expected in a project of this size
and complexity. Whilst the issues did result in increased risk
being accepted by the Capability Manager, none were
impediments to the declaration of IOC. The issues were
associated with human factors, towing, and air
transportability.

The project is working intensively with Rheinmetall Defence
Australia Pty Ltd to address these and is expected to be
resolved in 2023 within the timeframes required by Army.
The issue for the Block | towing has been resolved with the
approval of the acceptance test report and approval of the
Engineering Change Proposal. The human factors issues
have been addressed with the approval of the Engineering
Change for the Turret Software Upgrade. For the air
transportability issue there is agreed way forward to resolve
the issue.

Note

Major risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 6 — Lessons Learned

6.1 Key Lessons Leamed

Description

Categories of Systemic Lessons

In line with Defence instruction and Capability Acquisition and Sustainment Group
(CASG) Lessons policy, the project conducts scheduled reviews of its captured
lessons information (including any observations, insights and/or lessons identified) as
well as lessons information contained within the Defence Lessons Repository. The
project has captured eight lessons related to Requirements Management, Resourcing
and Governance and Governance. Three project lessons are provided below (note

this doe:

s not include all project lessons):

The project has not categorised any of its
lessons information as a whole-of-
Defence Lesson Leamed.

Lesson Type — Observation. Whole of capability focus — The project should establish
and maintain a ‘whole of capability’ focus in delivering the Boxer CRV, including
management of all fundamental inputs to capability and commonality and alignment
across the support and training systems to retain its effectiveness in rapidly changing

threat and technology environments.

Requirements Management

Lesson Type — Observation. Capability Manager and stakeholder engagement are an
essential part of the tender governance — arrangements should be established for
regular participation of the 3-star Capability Manager and Deputy Secretary CASG in
senior governance arrangements. It is recommended that each major acquisition
program invite participation from Contestability Division, Joint Force Design, Industry
Division and Defence Science and Technology at all levels of the Tender Evaluation

Organis

ation.

Governance

Lesson Type — Observation. Industry engagement — Early engagement of ‘Industry’
(as one of the fundamental inputs to capability) is required to maximise Australian
industry participation in delivering the capability. The requirements, guidance and
parameters for industry involvement should be included in the tender documentation
and facilitated industry engagement should be a standard part of any major acquisition

project.

Requirements Management

Section 7 — Project Structure

7.1 Project Structure as at 30 June 2023

Unit Name
Division Ammoured Vehicle Division
Branch Armoured Fighting Vehicles Branch

[DLM removed]
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blocks.

The Smart Buyer Process was introduced to Defence during 2016 and became a mandatory requirement for Defence projects
during 2017. As the new process was introduced after LAND400 Phase 2 had approached the market, it was not feasible to
implement it within the timeframe available.

In June 2022, Defence, through acceptance of the Block | Boxer CRV achieved I0C on schedule. The Block Il Boxer CRVs will be
substantially built and assembled in Australia consistent with the transition of technology, manufacturing techniques and assembly
line production to Australia. There will remain some vehicle subsystems for which the transfer of manufacture or assembly from
Europe to Australia is not cost-effective and will continue to be sourced from Europe. Final assembly, integration, set to work, and
testing of these elements will occur in Australia. Selected low-volume CRYV variants will continue to be assembled in Germany.

In June 2023, the project was elevated to the Capability Acquisition and Sustainment Group (CASG) Group Watch List due to
project complexity and the growing risk to schedule for the delivery of Block 1l vehicles.

On the 14 December 2023, Defence advised via letter that the stop payment related to Recovery Detailed Design Review (DDR)
was released with the formal submission of the DDR entry criteria assessment.

On 27 June 2024, the project was elevated to a Project of Interest (POI) due to the complexity associated with the parallel delivery
of LAND400 Phase 2 and the German Boxer Heavy Weapon Carrier Procurement agreement, together with ongoing schedule
pressure on LAND400 Phase 2 to achieve its FOC milestone.

The project continues to work intensively within Rheinmetall Defence Australia Pty Ltd through an Integrated Baseline Review to
establish an assured project baseline with exit subject to the demonstration of consistent performance against the proposed
baseline. Together with the conduct of the next Independent Assurance Review planned to be conducted in Quarter 4 2024, from
which POI exit criteria and governance milestones will be measured. The project expects if all exit criteria are met that the earliest
opportunity to meet exit criteria would be December 2025.

The Boxer CRV will form part of Army’s modemnised Ammoured Fighting Vehicle capability, until its life-of-type.

Uniqueness

LAND400 Phase 2 is unique for two reasons. Firstly, Australia is the first nation acquiring a Boxer vehicle with a manned-turret, a
variant that other countries have expressed an interest in. Secondly, the project is acquiring a uniquely designed Reconfigurable
Driver Training Simulator — a system that was designed in Australia, won an Essington-Lewis Award for the best minor acquisition
under $50.0m million in 2020, and is attracting global interest for follow-on sales.

Major Risks and Issues
The project is currently managing the following Major Project Risks:

e  Failure to achieve FOC on schedule.

e The project during the reporting period has retired this risk and raised an emergent risk for ‘the integration of Active Protection
System causes Schedule Delay’.

The project is currently managing the following Emergent Risks:

* The Repair variant fails to Enter Preliminary Design Review (PDR) on Schedule.

e The Reconnaissance variant fails to meet reliability requirements.

e The concurrent Verification and Validation activities overlap for Recovery, Command and Control and Joint Fires / Surveillance
variants.

* The integration of Active Protection System causes Schedule Delay.

The project is currently managing the following issues:

Training equipment fails to enter DDR on schedule. The project during the reporting period has retired this risk.

The Recovery Varant fails to Exit DDR on schedule.

The integration of the Digital Terminal Control System into the Joint Fires variant.

The avalilability of permanent facilities for the Combat Reconnaissance Vehicle training equipment.

The Verification and Validation Program delays impact Reconnaissance Block Il Training readiness Review.

* The project is managing a small quantity of residual issues associated with IMR exceptions and Block | Technical issues.

Other Current Related Projects/Phases

LAND200 Tranche 2 - Battlefield Command Systems. LAND400 Phase 2 is funding and delivering an interim Battlefield
Management System (BMS) and Tactical Communications Network (TCN) capabilities that are required to be interoperable with
the LAND200 Tranche 2 system. The LAND200 Tranche 2 project preceded LAND400 Phase 2 project approval. As a result, the
LAND200 Tranche 2 scope related to the delivery of Army’s BMS and TCN capabilities did not include the funding of LAND200
Tranche 2 equipment into the LAND400 Phase 2 CRV Boxer platform. The LAND200 Tranche 2 project is listed as a dependency
from the perspective that the LAND400 Phase 2 interim BMS and TCN capabilities need to be interoperable with the final LAND200
BMS and TCN solution. LAND400 Phase 2 has not been notified of the date for the delivery of the final LAND200 BMS and TCN
solution.

LAND154 Phase 2 - Joint Counter Improvised Explosive Device Capability. Force Protection Electronic Counter Measures
solution integrated into the CRV as Government Fumnished Equipment.

Note

Major risks and issues are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Project Data Summary Sheets
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5 Delay was due to a failure to satisfy all PDR requirements which resulted in Defence invoking a Stop Payment in July 2019
— — this has now been lifted.
> 6 Delay was due to a Commonwealth request for a risk reduction activity (in the form of a capability demonstration) to be
Z incorporated into the review.
D 7 Delay was due to the late achievement of PDR and an underestimation of the time required to implement the design
= changes following the fitment exercise.
o 8 Delay was due to a combination of the Stop Payment (in July 2019) — Note 5 refers; the introduction of the Electronic
o Architecture and COVID-19 CCPs; the entry criteria for this activity not being met; and failure to exit the design review on
schedule.
g 9 The additional variance is due to the execution of CCP026 which incorporated a series of capability improvements and
addressed further COVID-19 delays.
8 10 The variance for FY 2023-24 was due to supply chain issues and also the ability of the main contractor to adequately
) resource the program with appropriately skilled resources.
N 3.2 Contractor Test and Evaluation Progress
Test and . . Original Current Achieved/ Variance
Eralition i | L csoystavElaiomN A Planned | Contracted | Forecast (Months) poes
System Block | — Multi Purpose Vehicle Oct 20 N/A Dec 20 2 1,2
"‘rfggfat'on Block | — Reconnaissance Oct 20 N/A Jun 21 8 1,2
/a\cceptance g:?rsl;ill:lach Joint Fires and NFP NFP NFP NFP 1,3,4,56
Block Il — Command and Control NFP NFP NFP NFP 1,3,56
Block Il — Reconnaissance NFP NFP NFP NFP 1,3,4,5,6
) Block Il — Repair NFP NFP NFP NFP 1,3,56
2 Block Il — Recovery NFP NFP NFP NFP 1,3,4,56
~
Notes
.(*) 1 Dates specified are based on acceptance of the final delivery for each variant.
e 2 Delivery was delayed due to a combination of production and manufacturing delays in Europe and the impact of COVID-
- 19 in both Europe and Australia.
9_ 3 The variance is due to a combination of technical changes made to all variants and the impact of COVID-19 in both Europe
D and Australia.
Q 4 While the forecasts are earlier than currently contracted, the milestones have still slipped overall compared to the
previously reported forecasts.
QDJ 5 The variance for FY 2023-24 relates to supply chain issues and the ability of Rheinmetall Defence Australia Pty Ltd to
— adequately resource the program with appropriately skilled resources.
Q 6 The forecast dates are from Rheinmetall Defence Australia Pty Ltd Contract Master Schedule V31.2, which is the basis
wn of the proposed baseline from Integrated Baseline Review (IBR). This baseline is yet to be approved by the Commonwealth
c and is subject to IBR negotiations, which will commence in June 2024.
3 3.3 Progress Toward Materiel Release and Operational Capability Milestones
. _ Variance
é Iltem Original Planned Achieved/Forecast (Months) Notes
‘2 Initial Materiel Release (IMR) Oct 20 Jun 21 8 1,2,3
Initial Operational Capability (I0C) Jun 22 Jun 22 0 1,4
(g Final Materiel Release (FMR) NFP NFP NFP 1,6
) Final Operational Capability (FOC) NFP NFP NFP 1,56
() Notes
6‘ 1 Refer to Section 4.2 for definitions of these milestones.

2 The variance is due to a combination of production and manufacturing delays in Europe and the impact of COVID-19 in
both Europe and Australia.

3 IMR was met with the delivery of 21 vehicles to the 7" Brigade in June 2021. IMR was declared with three exceptions
which are further explained in Section 5.2.

4 10C was declared on 29 June 2022, when the first operationally-deployable CRV element (the first Mounted Combat
Squadron) including mission, support and training systems, and facilities, if required, was delivered to the first Combat
Brigade and support organisations, and accepted into service. The Block | vehicles experienced some technical issues
during Operational Test and Evaluation activities, however these were not impediments to an IOC declaration — these are
explained further in Section 5.2.

5 The project is working intensively with Rheinmetall Defence Australia Pty Ltd to ensure FOC is achieved on schedule,
however is considered at high risk.

6 The outcomes of the update to the Materiel Acquisition Agreement (MAA) and the conduct of the IBR may have an impact
on the Forecasted dates for FMR and FOC. The revision and approved Version 2 of the MAA is not expected until Quarter
4, 2024 with the outcomes of the Defence Strategic Review.
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been delivered to the three Combat Brigades and support
organisations, and accepted into operational service.

; e Support arrangements are finalised in accordance with the
Z ILS Plan.
e The three Amoured Cavalry Regiments are declared
D operationally ready by the Capability Manager (including
H training fleets, and spares and attrition stock vehicles).
o Forecast: TBA.
(@)
g Section 5 — Major Risks and Issues
8 5.1 Major Project Risks
) Identified Risks (risk identified by standard project risk management processes)
N Ref# | Description Remedial Action
1 Failure to achieve FOC on schedule. There is a risk that | The Commonwealth has worked intensively with
FOC will not be achieved on schedule due to the combined | Rheinmetall Defence Australia Pty Ltd to reduce delays.
impacts of COVID-19, technical difficulties, global supply | Despite this, the project assesses that achievement of FOC
chain disruption, and problems faced by Rheinmetall | is currently a High risk and is being actively managed by
Defence Australia Pty Ltd. Commonwealth and Industry senior leadership.
2 The risk is not for publication.
5.2 Emergent Risks

Emergent Risks (risk not previously identified but has emerged durin,

g 2023-24)

5.3 Major Project Issues

Q-)U Ref# | Description Remedial Action
— 1 Block Il — The Repair variant fails to Enter PDR on | The Commonwealth is working closely with Rheinmetall
~—* Schedule. There is a risk that Repair Variant design maturity | Defence Australia Pty Ltd to actively manage any delays to
w level will impact PDR entry milestone dates. PDR during fortnightty Program Management Review
) meetings. The Commonwealth is supporting Rheinmetall
0 Defence Australia Pty Ltd to provide review and acceptance
8 of PDR activities.
'C—'D' 2 The Reconnaissance variant fails to meet reliability | The Commonwealth is working closely with Rheinmetall
o requirements. There is a chance that the Boxer CRV may | Defence Australia Pty Litd to actively manage the
— fail to meet the contracted minimum reliability requirements, | Acceptance Verification and Validation activities designed
D leading to an impact on the schedule. to provide the required Reliability Availability Maintainability
requirements.
Q
E)" 3 The concurrent Verification and Validation activities overlap | The Commonwealth continues to work intensively with
for Recovery, Command and Control and Joint Fires / | Rheinmetall Defence Australia Pty Ltd to provide an
(0] Surveillance variants. The current schedule highlights the | assured project baseline in order to mitigate potential risk
c risk of concurrent Verification and Validation activities | to concurrent activities.
3 across all non-turreted vehicles. This could see a delay in
Verification and Validation activities due to lack of staffing
3 resources, facilities and external providers all being
Q available concurrently.
‘2 4 The integration of APS causes Schedule Delay. There is a | The Commonwealth is working with Rheinmetall Defence
w risk that Rheinmetall Defence Australia Pty Ltd is unable to | Australia Pty Ltd to assess the cost, schedule, risk and
integrate the Ammy-preferred Active Protection System onto | capability impacts of integrating APS into all Block || Boxer
C:D- the CRV as it is not sufficiently mature. CRV varants to inform considerations leading to a future
solution.
Q)
~—
w

Ref# | Description Remedial Action

1 Training equipment fails to enter DDR on Schedule. There | The Commonwealth is working closely with Rheinmetall
is a risk that delays in training equipment delivered by | Defence Australia Pty Ltd to seek assurance of the training
Rheinmetall Defence Australia Pty Ltd will impact project | equipment design maturity to enter into a DDR and also
schedule and capability. support a Training Readiness Review to meet the

requirements of schedule and capability. This issue has
been mitigated through the conduct of the DDR and is now
retired.

2 The Recovery Variant fails to Exit DDR on Schedule. There | The Commonwealth is working closely with Rheinmetall
is a risk that Recovery Variant design maturity level will | Defence Australia Pty Ltd to actively manage any delays to
impact achievement of DDR Exit. Exit DDR during fortnightly Program Management Review

meetings. The Commonwealth is supporting Rheinmetall
Defence Australia Pty Ltd to provide review and acceptance
of DDR activities.

3 The integration of the Digital Terminal Control System into | The Commonwealth is working closely with Rheinmetall

the Joint Fires variant. There is an issue that the Joint Fires
& Surveillance variant is unable to effectively conduct Joint
Fires missions using a mounted or hosted NextGen Digital

Defence Australia Pty Ltd to enable the hosting of the
Digital Terminal Control System Mission System software

into the CRV Common Hosting Environment.

Project Data Summary Sheets
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Ref# | Description Remedial Action
Termminal Control System leading to an impact on (q\]
performance. o
)]
4 The availability of permanent facilities for the CRV training | The Commonwealth continues to work with the @©
equipment. There is an issue of additional costs to the | administrators for the St Hilliers voluntary administration to =
project in order to relocate training systems from interim | minimise the delays to the delivery of those affected o
facilities at Brisbane and Adelaide that are to be used while | Training facilities. o
the permanent facilities are built. o
5 The Verification and Validation Program delays impact | The Commonwealth continues to work intensively with <
Reconnaissance Block Il Training readiness Review_There | Rheinmetall Defence Australia Pty Ltd to provide an D
is a chance that the Boxer CRV will fail to meet the | assured project baseline in order to mitigate potential risk pd
contracted blast protection requirements, which may impact | to continued delays to the schedule and concurrent <
on cost, schedule, performance and safety. activities. _
6 IMR Exceptions. IMR was declared with three exceptions | The project has completed remediation work to address the
relating to: integration of electronic counter measures. The project
e The completion of Functional Configuration Audit and | expects to complete the remaining two exceptions in
Physical Configuration Audit. October 2023. The Physical Configuration Audit was
e The integration of electronic counter measures, and | completed on the 7 December 2022 and the Functional
transportability studies including air transportabilityand | Configuration Audit was completed on the 23 February
integration with other Army vehicles. 2024. The Project retained the Air Transportability task
anticipated for closure.
7 Block | Technical Issues. There is an issue that the Block | | The project is working intensively with Rheinmetall Defence
vehicles experienced some minor technical issues during | Australia Pty Ltd to address these and is expected to be
introduction into use — issues like these are to be expected | resolved in 2023 within the timeframes required by Army.
in a project of this size and complexity. Whilst the issues did | The issue for the Block | towing has been resolved with the
result in increased risk being accepted by the Capability | approval of the acceptance test report and approval of the
Manager, none were impediments to the declaration of IOC. | Engineering Change Proposal. The human factors issues
The issues were associated with human factors, towing, | have been addressed with the approval of the Engineering
and air transportability. Change for the Turret Software Upgrade. For the air
transportability issue there is agreed way forward to resolve
the issue.
Note
Major risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 6 — Lessons Learned

6.1 Key Lessons Leamed
Description Categories of Systemic Lessons
In line with Defence instruction and CASG Lessons policy, the project conducts | N/A
scheduled reviews of its captured lessons information (including any
observations, insights and/or lessons identified) as well as lessons information
contained within the Defence Lessons Repository (DLR). The project has
captured 49 lessons. The three lessons the project identified as systemic or
strategic in nature, that have been documented in the DLR, are listed below:

DLR Lesson Type — Observation. Whole of capability focus — The project should
establish and maintain a ‘whole of capability’ focus in delivering the Boxer CRV,
including management of all fundamental inputs to capability and commonality
and alignment across the support and training systems to retain its effectiveness
in rapidly changing threat and technology environments.

Engineering & Technical

Part 3. Project Data Summary Sheets

DLR Lesson Type — Observation. Capability Manager and stakeholder
engagement are an essential part of the tender governance — arrangements
should be established for regular participation of the 3-star Capability Manager
and Deputy Secretary CASG in senior governance arrangements. It is
recommended that each major acquisition program invite participation from
Contestability Division, Joint Force Design, Industry Division and Defence
Science and Technology at all levels of the Tender Evaluation Organisation.

DLR Lesson Type — Observation. Industry engagement — Early engagement of
‘Industry’ (as one of the fundamental inputs to capability) is required to maximise
Australian industry participation in delivering the capability. The requirements,
guidance and parameters for industry involvement should be included in the
tender documentation and facilitated industry engagement should be a standard
part of any major acquisition project.

Program, Project & Product Management

Engineering & Technical

Section 7 — Project Structure
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line production to Australia. There will remain some vehicle subsystems for which the transfer of manufacture or assembly from
Europe to Australia is not cost-effective and will continue to be sourced from Europe. Final assembly, integration, set to work, and
testing of these elements will occur in Australia.

In June 2023, the project was elevated to the Capability Acquisition and Sustainment Group (CASG) Group Watch List due to
project complexity and the growing risk to schedule for the delivery of Block Il vehicles.

On the 14 December 2023, Defence advised via letter that the stop payment related to Recovery Detailed Design Review (DDR)
was released with the formal submission of the DDR entry criteria assessment.

A new stop payment was enacted in June 2025 for the late delivery of Reconnaissance Vehicle (RECON) 28 and is expected to
be lifted in early August 2025.

On 27 June 2024, the project was elevated to a Project of Interest (POI) due to the complexity associated with the parallel delivery
of LAND400 Phase 2 and the German Boxer Heavy Weapon Carrier Procurement agreement, together with ongoing schedule
pressure on LAND400 Phase 2 to achieve its FOC milestone.

The criteria that the POI status will be assessed against:

 Rheinmetall Defence Australia Pty Ltd must achieve Commonwealth of Australia (CoA) approval of an assured baseline
through the conduct of an IBR by December 2024. (Complete).

 Rheinmetall Defence Australia Pty Ltd must meet all key milestones in the revised schedule throughout calendar year 2025.

» Rheinmetall Defence Australia Pty Ltd must achieve delivery of 20 Heavy Weapon Carrier vehicles in calendar year 2025
while prioritizing LAND 400 Phase 2 vehicles.

* Rheinmetall Defence Australia Pty Ltd to address LAND 400 Phase 2 supply chain shortages through an approved Supply
Chain Remediation Plan.

On the 20 August 2024, Defence advised via letter to invoke a stop payment due to the delayed delivery of the vehicle known as

RECON 18.

On 16 December 2024, the project completed the IBR negotiations with Rheinmetall Defence Australia Pty Ltd providing a
measurable Contract Master Schedule (CMS). The “Stop Payment” was lifted when the CoA accepted the second Block Il Boxer
CRV RECON 18 on 18 December 2024 as well as receiving a CMS detailing an achievable program and related artefacts to the
satisfactory to the CoA.

The Boxer CRV will form part of Army’s modemised Armoured Fighting Vehicle capability, until its life-of-type.

Uniqueness

LAND400 Phase 2 is unique for two reasons. Firstly, Australia is the first nation acquiring a Boxer vehicle with a manned-turret, a
variant that other countries have expressed an interest in. Secondly, the project is acquiring a uniquely designed Reconfigurable
Driver Training Simulator — a system that was designed in Australia, won an Essington-Lewis Award for the best minor acquisition
under $50.0m in 2020, and is attracting global interest for follow-on sales.

Major Risks, Emergent Risks and Issues
The project is currently managing the following Major Project Risks:

Failure to achieve FOC on schedule.

The Repair variant fails to Enter Preliminary Design Review (PDR) on Schedule.
The Reconnaissance variant fails to meet reliability requirements.

The integration of Active Protection System (APS) causes schedule delay.

The project is currently managing the following Emergent Risks:

The Remote Weapon Station full rate production fails to meet schedule.

CoA failure to provide Remote Weapon Station to meet contract requirements.
Availability of Suitable Documentation to Enable CRV Training.

CRV Support System Fit for Purpose.

The project is currently managing the following issues:

The Recovery Varant fails to Exit DDR on schedule.

The integration of the Digital Terminal Control System into the Joint Fires variant.

The availability of permanent facilities for the CRV training equipment.

The Verification and Validation (V&V) Program delays impact Reconnaissance Block Il Training readiness Review.
The project is managing a small quantity of residual issues associated with IMR exceptions. Block | Technical issues.
Delivery of Reconnaissance Block Il vehicles is delayed.

The concurrent V&V activities overlap for Recovery, Command and Control and Joint Fires/Surveillance variants.

Other Current Related Projects/Phases

LAND200 Tranche 2 - Battlefield Command Systems. LAND400 Phase 2 is funding and delivering an interim Battlefield
Management System (BMS) and Tactical Communications Network (TCN) capabilities that are required to be interoperable with
the LAND200 Tranche 2 system. The LAND200 Tranche 2 project preceded LAND400 Phase 2 project approval. As a result, the
LAND200 Tranche 2 scope related to the delivery of Army’s BMS and TCN capabilities did not include the funding of LAND200
Tranche 2 equipment into the LAND400 Phase 2 CRV Boxer platform. The LAND200 Tranche 2 project is listed as a dependency
from the perspective that the LAND400 Phase 2 interim BMS and TCN capabilities need to be interoperable with the final LAND200
BMS and TCN solution. LAND400 Phase 2 has not been notified of the date for the delivery of the final LAND200 BMS and TCN
solution.

LAND154 Phase 2 - Joint Counter Improvised Explosive Device Capability. Force Protection Electronic Counter Measures
solution integrated into the CRV as Government Furmished Equipment.
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2 Block Il — The Repair variant fails to Enter PDR on | The CoA is working closely with Rheinmetall Defence
Schedule. There is a rnisk that Repair Variant design | Australia Pty Ltd to actively manage any delays to PDR
maturity level will impact PDR entry milestone dates. during fortnightly Program Management Review meetings.

The CoA is supporting Rheinmetall Defence Australia Pty
Ltd to provide review and acceptance of PDR activities.

3 The Reconnaissance variant fails to meet reliability | The CoA is working closely with Rheinmetall Defence
requirements. There is a risk that the Boxer CRV may fail | Australia Pty Ltd to actively manage the Acceptance V&V
to meet the contracted minimum reliability requirements, | activities designed to provide the required Reliability
leading to an impact on the schedule. Availability Maintainability requirements.

4 The integration of APS causes schedule delay. There is a | The CoA is working with Rheinmetall Defence Australia Pty
risk that Rheinmetall Defence Australia Pty Ltd is unable to | Ltd to assess the cost, schedule, risk and capability impacts
integrate the Army-preferred APS onto the CRV as itis not | of integrating APS into all Block Il Boxer CRV variants to
sufficiently mature. inform considerations leading to a future solution.

5.2 Emergent Risks
Emergent Risks (risk not previously identified, or has increased in rating, which have emerged during 2024-25)
Ref# | Description Remedial Action

1 The Remote Weapon Station fails to meet full rate | The CoA continues to work with Electro Optic Systems to

production on schedule. actively manage any delays to the full rate production of the
Remote Weapon Station to align with the delivery of the
Non Turreted CRV.
This risk has been resolved and will be removed from next
year's Major Projects Report (MPR).

2 CoA failure to provide Remote Weapon Station as | The CoA continues to work with Rheinmetall Defence
Government Fumnished Equipment to meet contract | Australia Pty Ltd with the design and integration of the
requirements. Remote Weapon System in preparedness for the delivery

of the production units.
This risk is classified as medium and will be removed from
next year's MPR.

3 Avalilability of Suitable Documentation to Enable CRV | The CoA continues to work with Rheinmetall Defence
Training. Australia Pty Ltd to ensure interim training packages are

delivered in line with Army’s schedule to conduct practical
training and qualification.

4 CRYV Support System Fit for Purpose. The CoA continues to work with Rheinmetall Defence

Australia Pty Ltd on a supply chain remediation plan.

5.3 Major Project Issues

relating to:

e  The completion of Functional Configuration Audit and
Physical Configuration Audit.

 The integration of electronic counter measures.

e Transportability studies including air transportability
and integration with other Army vehicles.

Ref# | Description Remedial Action

1 The Recovery Variant fails to Exit DDR on Schedule. There | Rheinmetall Defence Australia Pty Ltd has achieved the exit
is an issue.that Recovery Van'apt design maturity level will | criteria for the Recovery DDR.
impact achievement of DDR Exit. This is has now been resolved and will be removed from

next year's MPR.

2 The integration of the Digital Terminal Control System into | Evidence in testing suggests that the risk assessment is
the Joint Fires variant. There is an issue that the Joint Fires | reduced with minor cost implications and low schedule
& Surveillance variant is unable to effectively conduct Joint | impacts.

Fires missions using a mounted or hosted NextGen Digital | 11, isse has now been resolved and will be removed from
Termminal Control System leading to an impact on next year's MPR
performance. ’

3 The availability of permanent facilities for the CRV training | The Training Facilities at Puckapunyal are now complete.
equipment. There is an issue of additional costs to the | rpiqicsye has been resolved and will be removed from next
project in order to relocate training systems from interim year's MPR
facilities at Brisbane and Adelaide that are to be used while i
the permanent facilities are built.

4 The V&V Program delays impact Reconnaissance Block Il | Rheinmetall Defence Australia Pty Ltd completed Mobility
Training readiness Review. There is an issue that the Boxer | V&V activities in support of the safety case report. The
CRV will fail to meet the contracted blast protection | completion of this activity downgraded the issue to medium.
requirements, which may impact on cost, schedule, | 16 jssye has now been resolved and will be removed from
performance and safety. next year's MPR

5 IMR Exceptions. IMR was declared with three exceptions | The Physical Configuration Audit was completed on the 7

December 2022 and the Functional Configuration Audit was
completed on the 23 February 2024.

The project has completed remediation work to address the
integration of electronic counter measures.

The Project retained the Air Transportability task indicated
for closure.

This issue has now been retired and will be removed from
next year's MPR.
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6 Block | Technical Issues. There is an issue that the Block | | The project is working intensively with Rheinmetall Defence
vehicles experienced some minor technical issues during | Australia Pty Ltd to address these and is expected to be
introduction into use — issues like these are to be expected | resolved in 2023 within the timeframes required by Ammy.
in a project of this size and complexity. Whilst the issues did | The issue for the Block | towing has been resolved with the
result in increased risk being accepted by the Capability | approval of the acceptance test report and approval of the
Manager, none were impediments to the declaration of IOC. | Engineering Change Proposal. The human factors issues
The issues were associated with human factors, towing, | have been addressed with the approval of the Engineering
and air transportability. Change for the Turret Software Upgrade. For the air

transportability issue there is agreed way forward to resolve
the issue.

This issue has now been retired and will be removed from
next year's MPR.

7 Delivery of Block Il Reconnaissance vehicles is delayed. The CoA continues to work intensively with Rheinmetall
Defence Australia Pty Ltd to mitigate the associated risk to
continued delays to the schedule.

8 The concurrent V&V activities overlap for Recovery, | The CoA continues to work intensively with Rheinmetall
Command and Control and Joint Fires / Surveillance | Defence Australia Pty Ltd to provide an assured project
variants. The current schedule highlights the risk of | baseline in order to mitigate potential risk to concurrent
concurrent V&V activities across all non-turreted vehicles. | activities.

This could see a delay in V&V activities due to lack of
staffing resources, facilities and external providers all being
available concurrently.

Section 6 — Lessons

6.1 Key Lessons

In line with Defence Instructions and CASG Lessons policy, the project conducts scheduled reviews of its captured lessons
information (including any observations, insights and/or lessons identified) as well as lessons Information contained within the
Defence Lessons Repository. The project has captured 49 lessons. The three project strategic lessons and the five project level
lessons (non-strategic) are listed below.

Description Categories of Systemic Lessons

Strategic Lesson Type — Observation. Whole of capability focus — The project should
establish and maintain a ‘whole of capability’ focus in delivering the Boxer CRV,
including management of all fundamental inputs to capability and commonality and
alignment across the support and training systems to retain its effectiveness in rapidly
changing threat and technology environments.

Engineering & Technical

Strategic Lesson Type — Observation. Capability Manager and stakeholder
engagement are an essential part of the tender govemance — arrangements should
be established for regular participation of the 3-star Capability Manager and Deputy
Secretary CASG in senior governance arrangements. It is recommended that each
major acquisition program invite participation from Contestability Division, Joint Force
Design, Industry Division and Defence Science and Technology at all levels of the
Tender Evaluation Organisation.

Program, Project & Product Management

Part 3. Project Data Summary Sheets

Strategic Lesson Type — Observation. Industry engagement — Early engagement of
‘Industry’ (as one of the fundamental inputs to capability) is required to maximise
Australian industry participation in delivering the capability. The requirements,
guidance and parameters for industry involvement should be included in the tender
documentation and facilitated industry engagement should be a standard part of any
major acquisition project.

Engineering & Technical

Project Level Lessons (non-strategic) Description Categories of Systemic Lessons

Project Level Lesson. The Integrated Project Management Team to provide direction

for the Capability Manager and Delivery Group to move forward for project delivery. Program, Project & Product Management

Project Level Lesson. Communication in the transition phase to Enterprise Resource

Planning has enabled improved project outcomes. Program, Project & Product Management

Project Level Lesson. A collaborative approach to risk based activities when accepting

vehicles will ensure increased efficiencies and speed to capability. Engineering & Technical

Project Level Lesson. Improved management of vehicles to support V&V activities and

Introduction Into Service courses. Engineering & Technical

Project Level Lesson. Routine collaboration between the CoA and Rheinmetall

Defence Australia Pty Ltd engineering and project management teams. Engineering & Technical

Section 7 — Project Structure

7.1 Project Structure as at 30 June 2025

Unit Name
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Studies Review was conducted in November 2018, corrective actions were completed by January 2019 and the Concept
Studies Review action was satisfactorily completed in February 2019.

Compared to pre-contract estimates for the progression of design, an extended schedule for the design work was
implemented at the commencement of the Submarine Design Contract (SDC) — the first program contract that was
executed under the Strategic Partnering Agreement. This schedule addressed the need for high-levels of design maturity
required by Defence as the design phase of the Program progressed. The extended period planned for the design work
did not impact the scheduled delivery date of the first or follow on submarines.

Under the Submarine Design Contract with Naval Group, the Functional Ship Systems Requirements Review was
scheduled for 31 October 2019 and experienced a delay of five weeks to conduct the review. Actions from this review
were completed across the first half of 2020 and the Functional Ship System Requirements Review was formally closed
in August 2020. The delay was assessed as recoverable by the next major milestone review, Functional Ship - System
Functional Review (FS-SFR) however some delay in readiness for the FS-SFR was realised. The Commonwealth
elected to enter the FS-SFR as planned in January 2021 on the basis that a credible action plan was in place to confirn
the design baseline for the Definition design phase. The program formally exited the FS-SFR in September 2021.

Under the Design Build and Integration Contract with Lockheed Martin Australia, the Combat System Preliminary Design
Review was held successfully in September 2021 and a letter advising the Contractor of formal Exit was signed in
January 2022.

The contracts with Naval Group and Lockheed Martin Australia were terminated for convenience on 16 September
2021, before subsequent design phases for the Functional Ship and Combat System were commenced.

The Project has completed transition out activities, with limited exceptions, with Lockheed Martin Australia and Naval
Group in accordance with contractual obligations and the terms of a settlement agreement with Naval Group.

Materiel Capability/Scope Delivery Performance
SEA1000 Phase 1B does not have any materiel capability delivery approved. The project was approved for:

a. design including functional analysis, feasibility studies, design definition studies and basic design to enable design
and construction of 12 regionally superior Future Submarines; and

b. design and construction of the Submarine Construction Yard infrastructure and facilities to enable, build integration
and testing of platform and combat system elements of the Future Submarine.

Prior to the cancellation of the project, elements of the Attack Class Submarine Program were contributing either directly
{:) or reducing the risk of the Collins Class Life-of-Type Extension (LOTE) project. The Minster for Finance approved the
ansfer of approved but unspent Future Submarine Program budget to the Collins LOTE project and other broader
shipbuilding enterprise activities in February 2022.

Note

Forecast dates and capability assessments are excluded from the scope of the Auditor-General’s Independent
Assurance Report.

1.3 Project Context

Background
The SEA1000 Phase 1B Program was a large and complex program tied into the National Naval Shipbuilding Plan. The
Program was in the design stage, and had multiple Government decision-making points.

Initial options for the Future Submarine included a Military Off The Shelf (MOTS) or modified MOTS design, evolved
Collins design and a new design. MOTS and modified MOTS options were removed from consideration following
Government consideration in April 2013, based on an inability of available designs to meet Australia's essential capability
requirements. Following extensive investigation into an evolved Collins design, Government agreed in September 2014
to cease work on progressing this option based on the effort required being equivalent to a new design.

On 26 April 2016, Government announced that Naval Group of France had been selected as the intemational partner
to work with Australia or the design and delivery of the Future Submarines. The Design and Mobilisation Contract was
signed with Naval Group on 30 September 2016 formally commencing design of the Future Submarine. The Strategic
Partnering Agreement (SPA) was signed on 11 February 2019, an overarching agreement between the Commonwealth
and Naval Group under which successive Program Contracts would have been executed to deliver the Future Submarine
Program. On 1 March 2019, the first contract under the SPA, the Submarine Design Contract was signed superseding
the Design and Mobilisation Contract.

Following a Restricted Tender Process, Lockheed Martin Australia (LMA) was selected as the Future Submarine Combat
System Integrator on 30 September 2016. An initial Design Services Contract was signed with Lockheed Martin on 17
November 2016. This contract was superseded by the Design Build and Integration Contract on 12 January 2018, which
represented the long-term Combat System Integration contract and included the execution of the initial work scope.

As announced by Govemment in April 2016, the Future Submarines was to be constructed at a purpose built Submarine
Construction Yard (SCY) at the Osborne Precinct in Adelaide. The SCY required new infrastructure and upgrades to
existing infrastructure to support the work of Naval Group and LMA. Naval Group was to establish SCY Infrastructure
Functional Requirements (IFR) and undertake design assurance activities to ensure the SCY was capable of building,
integrating, testing and accepting into service the planned Future Submarine fleet.

The first Attack Class Submarine was scheduled to enter service from the early 2030s and was to be delivered to the
Royal Australian Navy to commence initial Operational Test and Evaluation.

The Smart Buyer Process was introduced to Defence during 2016 and became a mandatory requirement for Defence
projects during 2017. As this was after the Competitive Evaluation Process, it was not feasible to commence a Smart
Buyer process for SEA1000 Phase 1B.

The Australian Govemment cancelled the Attack Class Submarine Program on 16 September 2021. Future Submarine
Program effort has been required since this date to review claims by the prime contractors for work which had been in
progress up until termination, conduct negotiations and planning associated with the termination and transition out of
contracts, including workforce demobilisation and commencing project closure activities.
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Uniqueness

SEA1000 Phase 1B was to deliver 12 Attack Class submarines to the Royal Australian Navy and was to have been the
largest and most complex ship building endeavour undertaken in Australia.

As such, the project had unique tripartite governance arrangements to address the highly sensitive nature of the
information and technologies procured from the United States of America, France and Australia, in the design of a
regionally superior submarine.

Another unique element of the Program was its engagement with key suppliers in the design phase. This was required
to design a submarine capable of regionally superior performance, simultaneously maximising Australian Industry
involvement, and qualifying equipment to function effectively and safely in the undersea environment. This practice was
applied to ensure Australia would be able to exercise sovereign control over operations and sustainment of the Future
Submarine.

Major Risks and Issues

Up until the termination decision, the project was managing risk at both a Tactical and Strategic level; generally reflected
at the Contract and Program levels respectively. Strategic risks identified within Section 5 broadly fall under a number
of key areas being:

Contractor performance risk;
*  Resources, Skills and Workforce Management risk;
* Risk to the adaption and enhancement of methods, processes, systems and standards;
e  Australian Industry Capability risk; and
e  Risk to capability delivery to Navy, cost and schedule.
The Australian Government cancelled the Attack Class submarine program on 16 September 2021, resulting in
retirement of the above risks. Issues caused by the cancellation were managed through transition out.

The program had also been managing an issue relating to the Commonwealth and Naval Group being unable to agree
by 31 January 2021 on the Core Work Scope 2 (CWS2) and Additional Work Scope 1 (AWS1) offers. This issue was
closed after the cancellation of the Attack Class submarine program.

Other Current Related Projects/Phases
N/A

Note

Major risks and issues are excluded from the scope of the Auditor-General’s Independent Assurance Report.
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Definition Phase
Functional Ship Systems Jan 21 N/A Sept 21 8 34
Functional Review
Preliminary ICombat System Preliminary Dec 19 Oct 21 Jan 22 25 56
Design Design Review
Critical ICombat System Critical Design | Mar 22 N/A N/A N/A 56
Design Review
Notes

1 |Additional work was required to further develop the transverse balances and the Definition Plan for the
Isubsequent design phase before entering the Concept Studies Review that was held in November 2018. The
ICommonwealth also required that a Tripartite Planning Conference be convened to successfully exit the
IConcept Studies Review and support orderly commencement of the Definition design work. The Conference
was held in January 2019. The Commonwealth was satisfied with this outcome and the Concept Studies Review
was effectively considered complete. Minor administrative actions followed and a letter advising the Contractor
of formal exit was signed in February 2019.

2 [The Functional Ship Systems Requirements Review was held in December 2019. A series of actions were
dentified during the review to finalise the initial Functional Baseline, as well as traceability between the
ITechnical Requirements Specifications and the Functional Performance Specification. These actions were
progressively closed and formal exit from the review was confirned in August 2020 on the basis that all actions
were completed or agreed plans were in place to address the remaining outstanding actions.

3 [The Functional Ship — System Functional Review (FS-SFR) was held in January 2021. A series of actions
lacross 3 key areas were agreed in signed meeting minutes. A resourced FS-SFR Exit plan was prepared by the
IContractor and a letter advising the Contractor of formal Exit was signed in September 2021.

4 |Compared to pre-contract estimates for the progression of design, an extended schedule for the design work
was implemented under the Submarine Design Contract — the first program contract that was executed under
the Strategic Partnering Agreement. This schedule addressed the need for high-levels of design maturity
required by Defence as the design phase of the Program progresses.

5 |Adoption by Naval Group of the standard IEEE 15288.2 Technical Reviews and Audits on Defence Programs
iduring 2018/2019 had improved alignment in design maturity points between Naval Group and Lockheed Martin
IAustralia. Adoption of this standard resulted in amendments to nomenclature, content and timing for some
idesign reviews. Notably, the Functional Ship Systems Functional Review was introduced and both the
Preliminary and Critical Design Reviews were re-defined in terms of content and timing.

6 [The Combat Systems Design, Build and Integration Contract with Lockheed Martin Australia was terminated for

iconvenience by letter on 16 September 2021. The letter advised that all Approved Work Scope Statements will
Iso terminate at that date. Accordingly the Current Contract Date, Forecast Date and Variance have been

emoved for the Combat Systems Critical Design Review milestone. This milestone was previously reported with
Contract Date and Forecast Date of June 2023, showing a Variance from the Original Contract Date of 15

Months. The Current Contract and Forecast Dates of June 2023 remained unchanged immediately prior to

Program cessation. The Combat Systems Preliminary Design Review had been successfully conducted earlier

n September 2021 and a letter advising the Contractor of formal Exit was signed in January 2022, for the
urposes of orderly closure.

3.2 Contractor Test and Evaluation Progress

Test and Major System/Platform Variant | Original Current Achieved/Forecast | Variance | Notes
Evaluation Planned | Contracted (Months)

System N/A N/A N/A N/A N/A 1
Integration

Acceptance N/A N/A N/A N/A N/A 1
Notes

[further T&E development required.

1 |SEA1000 Phase 1B had approval to conduct basic design of 12 regionally superior Future Submarines and
ldesign and construction of the Submarne Construction Yard infrastructure and facilities to enable, build
integration and testing of platform and combat system elements of the Future Submarine. The above milestones
were expected to be defined by Government in subsequent approvals.

[The Australian Government cancelled the Attack Class submarine program on 16 September 2021, with no

3.3 Progress Toward Materiel Release and Operational Capability Milestones

ltem Original Planned Achieved/Forecast | Variance (Months) | Notes
Initial Materiel Release (IMR) N/A N/A N/A 1
Initial Operational Capability (I0C) N/A N/A N/A 1
Final Materiel Release (FMR) N/A N/A N/A 1
Final Operational Capability (FOC) N/A N/A N/A 1

Notes

1 ISEA1000 Phase 1B had approval to conduct basic design of 12 regionally superior Future Submarines and
idesign and construction of the Submarine Construction Yard infrastructure and facilities to enable, build

ere expected to be defined by Govemment in subsequent approvals. The Australian Government cancelled the

ntegration and testing of platform and combat system elements of the Future Submarine. The above milestones
kttad( Class submarine program on 16 September 2021.

Schedule Status at 30 June 2022
Not Applicable

Note
Forecast dates in Section 3 are excluded from the scope of the Auditor-General’s Independent Assurance Report.
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Section 4 — Materiel Capability/Scope Delivery Performance

4 1 Measures of Materiel Capability/Scope Delivery Performance
Traffic Light Diagram: Percentage Breakdown of Matenel Capability/Scope Delivery Performance
i Green:

Not App"cable The contracts with Naval Group and Lockheed Martin
Australia were terminated for convenience on 16 September
2021, before subsequent design phases for the Functional
Ship and Combat System were commenced.

The Project has completed transition out activities, with
limited exceptions, with Lockheed Martin Australia and
Naval Group in accordance with relevant contractual
obligations, and the terms of a settlement agreement
reached with Naval Group.

Amber: N/A

Red: The Australian Government cancelled the Attack
Class Submarine Program on 16 September 2021.

SEA1000 Phase 1B was approved for:

- design including functional analysis, feasibility studies,
design definition studies and basic design to enable design
and construction of 12 regionally superior Future
Submarines; and

- design and construction of the Submarine Construction
Yard infrastructure and facilities to enable, build integration
and testing of platform and combat system elements of the
Future Submarine.

Capability requirements were continuing to be refined and
assessed against the approved scope, cost and schedule.
SEA1000 Phase 1B was expected to return to Government
in FY 21/22 to seek progressive approval of scope and
funding as the Program moves through the design and build
phase.

The first Attack Class Submarine (HMAS Attack) was
scheduled to enter service from the early 2030s.

Note
This Traffic Light Diagram represents Defence’s expected capability delivery. Capability assessments and forecast
dates are excluded from the scope of the Auditor-General’'s Independent Assurance Report.

4 2 Constitution of Materiel Release and Operational Capability Milestones

ltem Explanation Achievement
Initial Materiel Release (IMR) Note 1
N/A
Initial Operational Capability (TOC) Note 1 N/A
Final Matenel Release (FMR) Note 1 N/A
Final Operational Capability (FOC) Note 1 N/A
Note

ISEA1000 Phase 1B had approval to conduct basic design of 12 regionally superior Future Submarines and design
nd construction of the Submarine Construction Yard infrastructure and facilities to enable, build integration and

esting of platform and combat system elements of the Future Submarine. The above milestones were expected to be,
efined by Government in subsequent approvals. The Australian Government cancelled the Attack Class Submarine
rogram on 16 September 2021, with no capability to be delivered.

Section 5 — Major Risks and Issues

5.1 Major Project Risks

by standard project nsk management processes)
Description Remedial Action
[There is a risk that our Program Partners will not [This risk has been retired as a result of the cancellation of
Aadequately address issues and challenges (including  [the Program on 16 September 2021.
echnical risks) that arise during the course of the
Lrogram.
ere is a risk that Program Participants are unable to [This risk has been retired as a result of the cancellation of
taff the Program with the right number of suitably the Program on 16 September 2021.
ualified and experienced personnel, build skills to
repare for construction and execute the Program
ffectively and with increasing productivity over time.
ere is a risk to the implementation of best-practice  [This risk has been retired as a result of the cancellation of
ndustry methods, processes systems and standards  [the Program on 16 September 2021
including those related to program planning and
control) to promote effectiveness and efficiencies.
[There is a risk that our Program Partners fail to This risk has been retired as a result of the cancellation of
maximise Australian Industry involvement through all  [the Program on 16 September 2021

8
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phases of the Program without unduly compromising
capability, cost or schedule.

[There is a risk to the FSP Strategic Objectives for the
achievement of a regionally superior Attack Class
submarine capability that provides the Commonwealth
with enduring sovereign control over the operation and
sustainment of Australia’s Future Submarine capability;
on cost and on schedule.

[This risk has been retired as a result of the cancellation of
the Program on 16 September 2021

Emergent Risks (risk not previously identified but has emerged during 2021—22)

Description Remedial Action
IN/A
5.2 Major Project Issues
Description Remedial Action

[There is an issue that the Commonwealth and Naval
IGroup were unable to agree the fundamental
JAssumptions/requirements and/or the Not to Exceed
NTE) Price for the Core Work Scope 2 (CWS2) and
Additional Work Scope 1 (AWS1) offers by 31 January
2021.

IThis issue was closed after the Australian Govemment
icancelled the Attack Class submarine program on 16
ISeptember 2021.

[The Australian Government cancelled the Attack Class
submarine program on 16 September 2021., with no
capability to be delivered.

[The Project has completed transition out activities, with

imited exceptions, with Lockheed Martin Australia and Naval

roup in accordance with relevant contractual obligations

nd the terms of a settlement agreement reached with Naval

roup.

Note

Report.

Major risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance
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Section 6 — Lessons Learned
6.1 Key Lessons Leamed
Description Categories of Systemic Lessons

ICareful selection of Acquisition Contractors with relevant experience and
knowledge, underpinned by strong commercial arangements, is essential to
rotect the Commonwealth’s interests

IContract Management

[The Program must be an informed customer, closely monitoring Contractor
rogress with strong and pro-active management.

IContract Management

Research into program failures and lessons learned from submarine design by
allied nations ensured SEA1000 Phase 1B was aware of the necessity of
having a set of good requirements to achieve success in design and
development.

Requirements Management

IFollowing the decision to cancel the program, SEA1000 found it necessary to
promptly engage staff as part of a broad lessons observed process, before
they commenced departing the program

\Govemance

Section 7 — Project Structure

7 1 Project Structure as at 30 June 2022

Unit Name
Division Submarines
Branch Future Submarine Project
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June 2024 . This will enable the Commonwealth and BAESMA to address design maturity and develop a contractible offer
for the Batch 1 Build Scope. This in tum will enable the commencement of the construction of Ship 1 no later than June
2024. The extended prototyping period now includes the construction of four HCF blocks, in addition to the five Type 26
blocks that were approved by Govemment in 2018. The Project intends to use the four additional prototyping blocks in the
construction of the Batch 1 ships. The Project is expected to retum to Govemment for consideration of the Batch 1 Build
stage Second Pass funding and approval in early 2024.

While there are significant risks and challenges, as would be expected for a project of this complexity, the Project is on
track to commence Ship 1 construction in June 2024. The Commonwealth continues to work with BAESMA on mitigating
risks, managing issues and any associated impacts to the Project.

Materiel Capability/Scope Delivery Performance

The current scope of the Head Contract addresses the D&P stage, inclusive of prototyping and procurement of LLTI for the
Batch 1 Build stage.

Under the existing Head Contract D&P scope and budget, BAESMA will also fabricate a ‘proof of concept test rig’ as a risk
reduction measure for the fabrication of the Ship 1 mast.

Note

Forecast dates and capability assessments are excluded from the scope of the Auditor-General’s Independent Assurance
Report.

1.3 Project Context

Background

The Project will form the foundation of the Government’s Continuous Naval Shipbuilding Program, as announced in the
2017 National Naval Shipbuilding Plan. The Project is in the D&P stage, and will progress through multiple Govermment
decision-making points for subsequent project stages.

In June 2014, an Initial Pass was approved by Government to commence capability development activities, which included
conducting studies through to Interim Pass, regarding the feasibility of utilising the Hobart Class Guided Missile Destroyer
(DDG) platform as the basis for the SEA5000 Phase 1 capability. The Project was directed to return to Government in
March 2015 when further decisions on SEA5000 Phase 1 would be taken in the context of the planned 2015 Defence White
Paper (DWP) and subject to successful implementation of the Air Warfare Destroyer (AWD) Reform Program.

In August 2015, the Government announced bringing forward the Future Frigate program to replace the Anzac Class (FFH)
Frigates as part of a continuous onshore build programme to commence in 2020. The Hunter Class Frigates will be built in
South Australia at the Osbome South Naval Shipyard.

In September 2015, an Interim Pass was approved by Government for CEA Radar Development activities to complete the
development of radar technology demonstrators, and remaining supporting activities through to 2018.

In November 2015, an Interim Pass was approved by Government for SEA5000 Phase 1 to progress a Competitive
Evaluation Process (CEP) and other activities through to First Pass consideration scheduled for the second quarter of 2016.
Government approval was given for the High Level Capability Requirements (HLCRs) for the Future Frigate and the criteria
by which frigate designs would be shortlisted for further development through the CEP.

In April 2016, Government provided First Pass approval for SEA5000 Phase 1 to complete the CEP (based on tenders
received from the three ship designers that had been shortlisted), conduct combat system related activities that support
integration of the CEA Technologies suite of radars, and develop capability proposals to support Gate 2 consideration in
2018.

In October 2017, the Government announced the decision to select the Aegis Combat Management System together with
an Australian Interface developed by Saab Australia as the Combat Management System solution for the Future Frigate.
This further interim pass included approval for SEA5000 Phase 1 to provide funds to progress combat system work ahead
of Gate 2 in addition to providing for workforce and schedule protection up to April 2018.

In June 2018, the Government announced BAE’s Global Combat Ship - Australia (GCS-A) as the capability best suited to
Defence needs. A Smart Buyer assessment was not conducted for this project as a similar risk review process had alreadyf
been conducted as part of the CEP. The platform system is based on the existing Type 26 Global Combat Ship (GCS)
design, with design changes to incorporate the HLCRs as prescribed by Government. The nine frigates were classed as
the Hunter Class FFG.

In February 2022, the Project sought Interim Pass approval from Government to contract BAESMA to construct

four additional prototyping blocks in addition to the five it is contracted to build under the current D&P scope. The aim is to
(a) provide the minimum necessary additional production scope to ensure no redundancies are required in the core
production workforce and maintain reasonable continuity of production skill sets; and (b) reduce cost, risk, and uncertainty
while improving design maturity and schedule durations to ensure the Commonwealth and BAESMA can execute an
arrangement for the Batch 1 Build scope which is affordable and acceptable to the Commonwealth.

Uniqueness
The Project, delivering nine anti-submarine warfare frigates to the RAN, is one of the largest naval ship building projects
ever undertaken in Australia.

SEA5000 Phase 1 will be delivered in a number of stages to achieve the objectives of Continuous Naval Shipbuilding, with
each stage requiring separate approvals by Government to ensure the Project remains within cost constraints.

While the principles of the One Defence Capability System will be applied to the Project, due to the longevity, and staged
nature of the Project, a unique approach will be required to manage the nine ships through the life cycle. An example of
this is the requirement to retum to Government for approval to commence construction and sustainment for each of the
three batches of ships and their support system.

Major Risks and Issues

The Project is currently managing risks and issues at both a strategic and tactical level. Strategic risks and issues identified
within Section 5 broadly fall under a number of key areas being:

e  Ship design maturity;

e  System Integration;

e  Operating Capability delivered to Navy;

e Industry and Navy workforce;

e  Australian Industry Capability; and
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Program, has driven delays to subsequent design reviews. It is noted that the MSSDR included an element that was
focused on the Land Based Test Site (Development and Sustainment) (LBTS(D&S)).
3 n Q3 21, the conduct of the SSSDR exit event was deferred to Oct 22, by mutual agreement between the
ommonwealth and BAESMA, in order to enable the Integrated Logistics Support artefacts to be further matured
hus significantly increasing the likelihood of achieving an optimal outcome from the design review process. The
ead Contract Key Milestone associated with SSSDR is forecast to be achieved in Mar 23.
a Ehe Commonwealth and BAESMA are developing the scope of the PDR. The PDR exit event will be conducted in

ul 23 and will be focused on setting the Allocated Baseline (for the design of the Batch 1 ships and the LBTS(D&S)
nd examining options to control the accumulation of risk into the detailed design leading into the Batch 1 Build
stage. The forecast date been adjusted from Jul 23 (as reported in the 2020-21 report) to Oct 23 to align with the
Head Contract Key Milestone date for PDR which is based on the Commonwealth’s acceptance of the Key
Milestone Progress Certificate. It is noted that the acceptance of a Progress Certificate for a Design Review is a
nhumber of months after the Design Review exit event to enable the closure or downgrading of action items that arise
during the activity.
5 Forecast dates for events occurring more than 18 months from the current date are not robust and should be
considered indicative dates only as the Commonwealth and BAESMA are in the process of re-baselining the
schedule for the D&P scope beyond the PDR event. The D&P scope schedule re-baseline activity will be complete
Jn Aug 22 in advance of the second Integrated Baseline Review (IBR2) to be conducted in late 2022.
b Erevious PDSS’s have referred to a ‘Critical Design Review — Combat System’ event. The project will not conduct
n event by this name. The concept of a ‘Critical Design Review — Combat System’ was contemplated prior to
contract signature, however, it was not included in the System Review Plan that was agreed between the
ICommonwealth and BAESMA at contract signature as its scope was incorporated within the scope of the other
Critical Design Reviews.
7 Previous PDSS’s have not referred to the Cntical Design Review — Support System (SSCDR) event. The date for
kthis design review (Apr 25) was brought into the Head Contract via the Integrated Logistics Support (ILS) program
contract change executed in Feb 21.
8 Forecast design review dates, derived from the Contract Master Schedule, include hard constraints. This means the
dates are considered achievable and will not move if schedule slippage occurs. The D&P scope schedule re-
baselining, in preparation for IBR2 in late 2022, may result in adjustments to design reviews that are currently
subject to a hard constraint.
0 IThe Original Planned and Current Contracted dates for PDR are set as N/A due to this Design Review not being
Included into the Head Contract as a Key Milestone. This was addressed through a change to the Head Contract
kthat was executed during the 2021-22 review period, however, the Effective Date of the change was 01 Jul 22
(which falls outside the review period).
IThe SCDR, FCDR and SSCDR are included in the Head Contract as Key Milestones, however, the date is set as
ITBC. As such, the Current Contracted dates for these Design Reviews are set as N/A. A change to the Head
IContract will be executed in the 2022-23 review period to update these Key Milestone dates. The dates will be
pbased on the outcome of the D&P re-baseline and IBR2 activities in late 2022 — see notes 5 and 8.

10

3.2 Contractor Test and Evaluation Progress

Test and Major System/Platform Variant | Original Current Achieved/Forecast | Variance | Notes
Evaluation Planned | Contracted (Months)

System Prototyping commencement Dec 20 N/A Dec 20 0

Integration IShip 1 Build commencement Dec 22 N/A Jun 24 18 1,2
Acceptance IShip 1 TBA N/A TBA N/A 3
Notes

1 lin Jun 21 the Government approved the deferral of the Ship 1 Build Commencement (Ship 1 Cut Steel) milestone
ate from Dec 22 to no later than Jun 24. The forecast date identified above refers to the milestone currently being
rked to by the Commonwealth and BAESMA. It is noted, however, that the Batch 1 Build scope will be subject to
Government Second Pass Approval in early 2024 to enable Commonwealth and BAESMA to include this scope
ithin the Head Contract prior to Jun 24.

2 [The risk to the achievement of the Ship 1 Cut Steel milestone remains, but the milestone is currently considered
chievable. The production by Design Zone methodology allows construction of low risk blocks to commence in Jun
24 as forecast, which enables the design for higher risk and more complex blocks to mature.

3 [This milestone is expected to be defined by Govemment Second Pass Approval in early 2024.

3.3 Progress Toward Materiel Release and Operational Capability Milestones

ltem Original Planned Achieved/Forecast | Variance (Months) | Notes
Initial Materiel Release (IMR) TBA TBA N/A 12
Initial Operational Capability (I0C) TBA TBA N/A 12
Final Materiel Release (FMR) TBA TBA N/A 13
Final Operafional Capability (FOC) TBA TBA N/A 1,3

Notes

the HCF.

1 |SEA5000 Phase 1 has approval to procure LLTIs, perform prototyping and detail Design and Productionisation of

sought.

2 [These milestones are expected to be defined by Government in early 2024 when approval for Batch 1 Build is

3 [These milestones are expected to be defined by Government in subsequent Second Pass Approvals.

Schedule Status at 30 June 2022
Not Applicable

Note

Forecast dates in Section 3 are excluded from the scope of the Auditor-General’s Independent Assurance Report.
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Section 4 — Materiel Capability/Scope Delivery Performance

4 1 Measures of Materiel Capability/Scope Delivery Performance

Traffic Light Diagram: Percentage Breakdown of Matenel Capability/Scope Delivery Performance

Not Applicable

Green:

The Project does not currently have any materiel capability
delivery approved. The Project is currently approved for the
D&P stage, inclusive of prototyping and procurement of LLT]
for the HCF. Capability requirements continue to be refined
and assessed against the Second Pass approved scope,
cost and schedule. The Project is expected to return to
Government in early 2024 to seek approval of the scope
and funding required for the Batch 1 Build stage.

Blue:

In Feb 22, the Project obtained Inteim Pass approval from
Govemment to increase the Head Contract D&P scope to
include four additional prototyping blocks in addition the five
BAESMA is already contracted to build.

In May 22, the Commonwealth approved BAESMA, under
the current D&P scope and budget, to fabricate a ‘proof of
concept test rig’ as a risk reduction measure for the
fabrication of the Ship 1 mast.

Amber:

As described in Section 5, the Project is currently managing
a variety of technical risks related to the achievement of
Navy materiel capability requirements. These risks are
primarily related to the integration of the combat system into
the UK Type 26 reference ship design, and constraints
arising from design margin and fundamental naval
architecture limits being reached.

Red:
N/A

Note

This Traffic Light Diagram represents Defence’s expected capability delivery. Capability assessments and forecast
dates are excluded from the scope of the Auditor-General’s Independent Assurance Report.

4 2 Constitution of Materiel Release and Operational Capability Milestones

ltem Explanation Achievement

Initial Matenel Release (IMR) Note 1 Not yet achieved
Tnitial Operational Capability (IOC) Note 1 Not yet achieved
Final Matenel Release (FMR) Note 1 Not yet achieved
Final Operational Capability (FOC) Note 1 Not yet achieved

Note

1

The Project has approval to procure LLTIs, perform prototyping and detailed Design and Productionisation of
the HCF. These milestones are expected to be defined by Government in subsequent Second Pass Approvals.

Section 5 — Major Risks and Issues

5.1 Major Project Risks

Identified Risks (nisk identified by standard project risk

management processes)

Description

Remedial Action

[The HCF design is approaching fundamental naval
architecture limits on weight and stability, and is in
[danger of either exceeding one or more platform
Fmitations or providing in-service growth margins that

ubstantially limit future capabilities.

[The Project is tracking naval architecture limits and design

Imargins closely through Head Contract deliverables such as

the Margin Monitoring Program, the Quarterly Weight

Report, and the Mandated System Review process. The

Inext mandated review is the Preliminary Design Review
lanned for July 2023.

hange decisions are made without understanding
echnical, cost and schedule implications, leading to
schedule slippage, cost growth, and an inability to
Aachieve holistic technical performance objectives for
Ship 1.

IThe Project has established and placed on contract the
Mission System Functional Baseline and is now progressing
owards the Allocated Baseline. BAESMA is undertaking a

F)rogram re-baseline to update the Contract Master Schedule
n preparation for the next Integrated Baseline Review.

[The HCF design is not sufficiently mature to commence
land maintain continuous, efficient production in Q2
0024

Design Separation is being achieved via a staged release

lapproach. The separation of Design Zones is sequenced to
nsure spatial design, planning, and procurement activities
re completed to support the shipyard production schedule.

[The workforce requirements for the SEA5000 Phase1
capability and support system are not fully resourced
within Navy’s approved uniformed workforce guidance.

[The Project, with Navy and BAESMA, is analysing the ship’s
IScheme of Complement to ensure it is fit for purpose.
Positions will be prioritised to ensure a requisite workforce
icapability is available to support the HCF introduction into
[service.

[The shipbuilding industry is not acquiring, developing,
promoting or sustaining sufficient industrial shipbuilding
workforce to support, operate and maintain Continuous
Naval Shipbuilding.

BAESMA'’s plans, such as the Continuous Naval
IShipbuilding (CNS) Strategy and CNS Plan, Workforce
Management Plan and Supply Chain Management Plan,
idescribe industry obligations and initiatives to develop the
workforce and supply chains. The rating of this risk has been
reduced to Medium since the 2020-21 report due to the
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Identified Risks (nisk identified by standard project risk

management processes)

Description

Remedial Action

progress that has been made through the approval of the
Head Contract management plans, prototyping activities at
the Osborne Naval Shipyard, and other enterprise-wide
Jinitiatives being implemented by the National Naval
IShipbuilding Office.

BAESMA and the Type 26 Original Equipment
Manufacturers do not maximise opportunities for
IAustralian industry participation in each batch and
j|achieve sovereign shipbuilding capability for Australia.

IThe Project is constantly striving to better understand the
IAustralian industrial base and identify more opportunities to
nvest in, and develop, local industry capability and capacity.
ustralian Industry Capability (AIC) obligations are described
n the Head Contract AIC Strategy and AIC Plan. The rating
f this risk has been reduced to Medium since the 2020-21
eport due to the progress that has been made through the
pproval of Head Contract management plans and a
ontract change that identified and locked-in Local Industry
Investment funding for the Batch 1 Build stage.

ICombat System integration into the ship is not
pufficiently mature to support achievement of expected
capability requirements for Ship 1/Batch 1.

he Project, BAESMA, and other key combat system

uppliers will refine their combat system integration and
lassurance roles through an update to the Head Contract
IStatement of Work and deliverables such as the Engineering
Management Plan, System Integration Plan and Combat
ISystem Assurance Plan.

[The current Design and Productionisation scope
Fealises a Batch 1 design that does not form a suitable
basis for future batches, given the expectation of further
capability insertion into future batches.

IThe Project is studying margin remediation options for future
batch designs. The Project is continually reviewing
requirements and developing plans to address obsolescence
land capability development opportunities for future batches.

Emergent Risks (risk not previously identified but has emerged during 2021-22)

Description

Remedial Action

Unable to raise, train and sustain future Navy workforce
In order to support future Navy capabilities and provide
[Seaworthiness assurance.

IThe Project, with Navy and BAESMA, will identify training
lopportunities such as high fidelity simulators, and conduct
workforce modelling/analysis to identify key skillsets
required.

[The delivered HCF (and future batches) has insufficient
capability to counter current and emerging threats.

IShips Division, through the Marntime Integrated Warfare
ISystems Branch, to establish a Surface Combatant System
|:ntegration Service to support a spiral development strategy

or the HCF.

5.2 Major Project Issues

[ Description

Remedial Action

[Information exchange is constrained by security, cyber
considerations, export, intellectual property, Defence
policies and tools.

This is now being managed as a risk as there is a Frigate
MoU in place between the Australian and UK governments.
IThe Project actively participates in the Global Combat Ship
User Group’s information exchange working group. The
Project works with the US and UK security authorities to
iclarify bilateral agreements, and with BAESMA to develop
the Data Management System. The rating of this risk has
been reduced to Medium since the 2020-21 report due to the
lgovernance associated with the Frigate MoU and the GCS
UG now being business-as-usual combined with the
progress that has been made in the roll-out of the DMS and
other Information Management and Technology (IM&T)
Jinitiatives.

s not achievable with the allocated funding.

The acquisition and sustainment of Hunter Class FrigatelThe Project uses a process of progressive Government

lapproval. Cost models are refined through the execution of
[discrete Head Contract scopes to meet budgeting and
lprogramming expectations along with proactive
imanagement of cost risk.

[The Build Scope Statement contains a level of
uncertainty unacceptable to SEA5000-1, Defence and
Government.

IThis is now being managed as a risk as the Project is
working collaboratively with BAESMA to meet an early 2024
lapproach to Government for the Batch 1 Build scope. The
Head Contract has been changed to include a program for
icost, risk and uncertainty management leading up to the
[delivery of BAESMA'’s Batch 1 Build scope response.

Note

Report.

Major risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance
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[DLM removed]
Section 6 — Lessons Learned

6.1 Key Lessons Leamed
Description Categories of Systemic
Lessons

IGovemment Furnished Material (GFM), data and information requirements need [Schedule Management
o be clearly defined, articulated and agreed between the platform designer, the
arious CoA Branches, Divisions and SPO’s responsible for delivery, and materiel
uppliers. This is required in terms of both the level of data maturity required, and
chedule required by dates to enable the platform designer to meet key project

ilestones.
E‘Lessons and Opportunities Framework finalised and agreed to ensure lessons |Lessons Learnt Processes
e

amnt are more robustly captured, assessed and where relevant encapsulated
ithin processes, plans and procedures.

Quality Management Plan compliant with CASG Quality Management System  |Quality Management
nd in accordance with the guidance included in ISO Standard 9004:2018 is
equired to ensure continuous and sustained success particularly within a Project

at is highly complex.

Section 7 — Project Structure
7.1 Project Structure as at 30 June 2022

Unit Name
Division Ships Division
Branch Hunter Class Frigate Branch
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blocks, in addition to the five Type 26 blocks that were approved by Government in 2018. The project intends to use the four
additional prototyping blocks in the construction of the Ship One.

The project is expected to return to Government for consideration of the Batch One Build proposal and Second Pass funding
approval in early 2024.

While there are significant risks and challenges, as would be expected for a project of this complexity, the project is on track to
commence Ship One construction in Quarter 2, 2024. The Commonwealth continues to work with BAE Systems Maritime Australia
on mitigating risks, managing issues and any associated impacts to the project.

In 2022-23 key activities achieved included the Support System - System Definition Review (SS-SDR), and the second Integrated
Baseline Review (IBR2).

Materiel Capability/Scope Delivery Performance

The current scope of the head contract addresses the D&P stage, inclusive of prototyping and procurement of LLTI for the Batch
One Build stage. Under the existing head contract D&P scope and budget, BAE Systems Maritime Australia will also fabricate a
‘proof of concept test rig’ as a risk reduction measure for the fabrication of the Ship One mast.

Note

Forecast dates and capability assessments are excluded from the scope of the Auditor-General's Independent Assurance Report.

1.3 Project Context

Background

The project will form the foundation of the Government’s Continuous Naval Shipbuilding Program, as announced in the 2017
National Naval Shipbuilding Plan. The project is in the D&P stage, and will progress through multiple Government decision-making
points for subsequent project stages.

The project was initiated in June 2014 with an Initial Pass approved by Government to commence capability development activities.
Key activities and announcements over subsequent years included:

e  August 2015 Government announced bringing forward the Future Frigate program to replace the Anzac Class Frigates as
part of a continuous onshore build program to commence in 2020.

e  September 2015 Interim Pass approved by Government for CEA Technologies Pty Ltd Radar Development activities.

e November 2015 Interim Pass approved by Government to progress a Competitive Evaluation Process (CEP).

e April 2016 First Pass approval for SEA5000 Phase 1 to complete the CEP based on tenders received from three ship
designers.

e October 2017 Govemment announced decision to select the Aegis Combat System (ACS) together with an Australian
Interface developed by Saab Australia Pty Ltd as the Combat Management System solution for the Future Frigate.

e June 2018 Govemment announced BAE Systems Maritime Australia’s Global Combat Ship — Australia (GCS-A) as the
capability best suited to Defence needs. The nine frigates were classed as the Hunter Class Fast Frigate Guided.

In February 2022, the project sought Interim Pass approval from Government to contract BAE Systems Maritime Australia to
construct four additional prototyping blocks in addition to the five it is contracted to build under the current D&P scope. The aim is
to:

* Provide the minimum necessary additional production scope to ensure no redundancies are required in the core production
workforce and maintain reasonable continuity of production skill sets; and,

e Reduce cost, risk, and uncertainty while improving design maturity and schedule durations to ensure the Commonwealth and
BAE Systems Maritime Australia can execute an arrangement for the Batch One Build scope which is affordable and
acceptable to the Commonwealth.

Uniqueness

The project, delivering nine anti-submarine warfare frigates to the RAN, is one of the largest naval ship building projects ever
undertaken in Australia.

SEAS5000 Phase 1 will be delivered in a number of stages to achieve the objectives of Continuous Naval Shipbuilding, with each
stage requiring separate approvals by Government to ensure the project remains within cost constraints.

While the principles of the One Defence Capability System will be applied to the project, due to the longevity, and staged nature
of the project, a unique approach will be required to manage the nine ships through the life cycle. An example of this is the
requirement to return to Government for approval to commence construction and sustainment for each of the three batches of
ships and their support system.

Major Risks and Issues
The project is currently managing risks at both a strategic and tactical level. Strategic risks identified within Section 5 broadly fall
under a number of key areas being:

e  Ship design maturity;

e Combat System Integration;

e Operating capability delivered to Navy; and,
* Navy workforce.

Other Current Related Projects/Phases

e NA.

Note

Major risks and issues are excluded from the scope of the Auditor-General’s Independent Assurance Report.

[DLM removed]
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4 D&P for HCF Contract changes include inclusion of shipyard licence fees, facilities management services, Functional
Baseline review, the Maritime Information Environment, and the Interim Arrangement, as well as the removal of some
Australian Interface scope.

5 Contract values as at 30 June 2023 are based on actual expenditure to 30 June 2023 and remaining commitment at current
exchange rates, and includes adjustments for indexation (where applicable).

6 Contract for Delivery of Shipbuilding Strategy Report, subsequent contracts for project management support.

7 Initial Contracts for combat system studies and subsequent contracts for technical support and de-risking activities for the
combat management systems and radar platform integration.

8 Services relating to the MIE, the CASG Protected Maritime Information and Communications Technology network across
Naval Shipyards and Defence establishments for the use of Commonwealth and Industry to support continuous Naval
Shipbuilding and Sustainment.

9 Initial amount for the acquisition of Australian Surface Combatants ACS long lead items. Amendment includes additional
major weapons system equipment.

2.3B Details of Project Major Contracts — Contracted Quantities and Scope

Contracted Quantities as at
Contractor Signature 30 Jun 23 Scope Notes
CEA Technologies Pty N/A N/A Continuing risk reduction radar development -
Ltd 1 activities including initial design work, initial platform
integration and support for the Aegis/CEAFAR
interface development.
CEA Technologies Pty N/A N/A Development and testing of new interface between -
Ltd 2 US Aegis and CEAFAR2 Phased Array Radar
Systems.
Saab Australia Pty Ltd N/A N/A Combat System Risk Reduction and Support. -
US Govemment N/A N/A Feasibility and Integration studies and acquisition of -
(AT-P-GSC) LLTI.
US Govemment 3 3 Three shipsets of ACS long lead items. 1
(AT-P-LFZ)
BAE Systems Maritime N/A N/A D&P for HCF. -
Australia
Raytheon Australia Pty N/A N/A Supply of Combat Systems Technical Support -
Ltd Services.
Odense Maritime N/A N/A Identification of Support Requirements during D&P -
Technology stage.
IBM Australia Ltd N/A N/A MIE support services. -
Major equipment accepted and quantities to 30 Jun 23
N/A
Notes

1 | The US Government (AT-P-LFZ) quantity is three to fulfil the requirement of first batch of three ships.

2.4 Australian Industry Capability

Summary

The project has contracted Australian Industry Capability (AIC) targets based on opportunities to maximise internationally
competitive Australian industry involvement which is captured in CEA Technologies Pty Ltd, BAE Systems Maritime Australia,
Saab Australia Pty Ltd, AIC Plan in support of their program & project management, systems integration, data management,
business intelligence support and assurance activities.

The project has no contracted AIC targets or AIC Plan for its US Government FMS acquisition as the US Foreigh Govemment
arrangement does not include the contractual provision or obligations for Australian Industry Content.

There is no AIC targets or AIC Plan for Odense Maritime Technology and IBM Australia Ltd as they are one of several contractors
under the CASG-wide Major Service Provider contract that provides above the line work force to projects.

Note

AIC Plans for contracts worth more than $20 million are published on Defence’s website. Australian Industry Capability is excluded
from the scope of the Auditor-General’s Independent Assurance Report.

Section 3 — Schedule Performance

3.1 Design Review Progress

. . 5 Original Current Achieved/ Varnance
Review Major System/Platform Variant Planned Contracted Forecast (Months) Notes
System Mission System and Support Sep 19 N/A Sep 19 0 1
Requirements | System
System Mission System Nov 20 Apr 22 May 22 18 1,2
Definition
Review Support System Nov 20 Mar 23 Dec 22 25 1,2,3

[DLM removed]
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Preliminary Mission System N/A Oct 23 Oct 23 N/A 1,2,4
Design
Review (PDR)
Cﬁﬁpal Design | Mission System CDR Nov 22 N/A Sep 25 34 2,5
Review (CDR) ["Mission System (Final Critical Jun 24 N/A Mar 27 33 2.5
Design Review (FCDR))
Support  System  (Support Apr 25 N/A To Be N/A 2,5
System Critical Design Review Announced
(SSCDR)) (TBA)
Notes
1 The achieved/forecast dates for the System Requirements Review (SRR), SDR and PDR design reviews are based on

the date that the associated head contract Key Milestone were achieved or is forecast to be achieved. Achievement of
SRR and Mission System SDR (MSSDR) were September 2019 and May 2022 respectively. It is noted that head contract
Key Milestones are generally achieved a number of months after the conduct of the design review exit event to enable the
Key Milestone Criteria (e.g. closure or downgrading of action items) to be completed.

The delayed achievement of the MSSDR, primarily as a result of design delays experienced in the UK Type 26 Program,
has driven delays to subsequent design reviews. It is noted that the MSSDR included an element that was focused on the
Land Based Test Site (Development and Sustainment) (LBTS (D&S)).

In Quarter 3, 2021, the conduct of the SS-SDR exit event was deferred to October 2022, by mutual agreement between
the Commonwealth and BAE Systems Maritime Australia, in order to enable the Integrated Logistics Support artefacts to
be further matured thus significantly increasing the likelihood of achieving an optimal outcome from the design review
process.

The Commonwealth and BAE Systems Maritime Australia have agreed to the scope of the PDR. The PDR exit event will
be conducted in July 2023 and will be focused on setting the Allocated Baseline (for the design of the Batch One ships
and the LBTS (D&S) and examining options to control the accumulation of risk into the detailed design leading into the
Batch One Build stage. As reported in the 2021-22 MPR, the forecast date is October 2023 to align with the head contract
Key Milestone date for PDR that is based on the Commonwealth’s acceptance of the Key Milestone Progress Certificate.
It is noted that the acceptance of a Progress Certificate for a Design Review is a number of months after the Design Review
exit event to enable the closure or downgrading of action items that arise during the activity.

Forecast dates for events occurring more than 18 months from the current date are not robust and should be considered
indicative dates only as the Commonwealth and BAE Systems Maritime Australia are in the process of re-baselining the
schedule for the D&P scope beyond the PDR event. The D&P scope schedule re-baseline activity was completed in August
2022 in advance of the IBR2 conducted in November 2022. BAE Systems Maritime Australia formally proposed the dates
listed in the table for SSCDR and FCDR in November 2022, with a date for SSCDR to be proposed once the Contract
Change Proposal for support system functional baseline has been agreed.

3.2 Contractor Test and Evaluation Progress

Eonomon | Mot Systompiatom varart | ooy [ Gt [ feneredy [ Vaes | ows
System Prototyping commencement Dec 20 Dec 20 Dec 20 0 -
Integration  "Ship One Build commencement Dec 22 N/A Jun 24 18 1.2
Acceptance Ship One TBA N/A TBA N/A 3
Notes

1 In June 2021 the Govemment approved the deferral of the Ship One Build Commencement (Ship One Cut Steel) milestone

date from December 2022 to no later than June 2024. The forecast date identified above refers to the milestone currently
being worked to by the Commonwealth and BAE Systems Maritime Australia. It is noted, however, that the Batch One
Build scope will be subject to Government Second Pass Approval in early 2024 to enable Commonwealth and BAE
Systems Maritime Australia to include this scope within the head contract prior to June 2024.

2 The risk to the achievement of the Ship One Cut Steel milestone remains, but the milestone is currently considered
achievable. The ‘production by design zone’ methodology allows construction of low risk blocks to commence in June 2024
as forecast, which enables the design for higher risk and more complex blocks to mature.

3 This milestone is expected to be defined by Government Second Pass Approval in early 2024.

3.3 Progress Toward Materiel Release and Operational Capability Milestones
Item Original Planned | Achieved/Forecast ‘(ﬁgﬁt';fs‘; Notes
Initial Materiel Release (IMR) TBA TBA N/A 1,2
Initial Operational Capability (I0C) TBA TBA N/A 1,2
Final Materiel Release (FMR) TBA TBA N/A 1,3
Final Operational Capability (FOC) TBA TBA N/A 1,3

Notes

1

SEAS5000 Phase 1 has approval to procure LLTI, perform prototyping and detail D&P of the HCF.

2

These milestones are expected to be defined by Government in early 2024 when approval for Batch One Build is sought.

3

These milestones are expected to be defined by Government in subsequent Second Pass Approvals.

[DLM removed]
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Schedule Status at 30 June 2023
Dates associated with capability realisation are yet to be defined
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Note

Forecast dates in Section 3 are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 4 — Materiel Capability/ Scope Delivery Performance

4.1 Measures of Materiel Capability/Scope Delivery Performance

Traffic Light Diagram: Percentage Breakdown of Materiel Capability/Scope Delivery Performance

Not Applicable

Green:

The project does not currently have any materiel capability delivery approved. The project is currently approved
for the D&P stage, inclusive of prototyping and procurement of LLTI for the HCF. Capability requirements
continue to be refined and assessed against the Second Pass approved scope, cost and schedule. The project
is expected to return to Government in early 2024 to seek approval of the scope and funding required for the
Batch One Build stage.

Amber:

As described in Section 5, the project is currently managing a variety of technical risks related to the
achievement of Navy materiel capability requirements. These risks are primarily related to the integration of
the combat system into the UK Type 26 reference ship design, and constraints arising from design margin and

fundamental naval architecture limits being reached.

Red:
N/A

Note

This Traffic Light Diagram represents Defence’s expected capability delivery. Capability assessments and forecast dates are
excluded from the scope of the Auditor-General’s Independent Assurance Report.

4.2 Constitution of Materiel Release and Operational Capability Milestones

Iltem Explanation Achievement
Initial Materiel Release Note 1 Not yet Achieved
(IMR)

Initial Operational Capability | Note 1 Not yet Achieved
(I0C)

Final Materiel Release Note 1 Not yet Achieved
(FMR)

Final Operational Capability Note 1 Not yet Achieved
(FOC)

Notes

1

The project has approval to procure LLTI, perform prototyping and detailed D&P of the HCF. These milestones are
expected to be defined by Govermment in subsequent Second Pass Approvals.

Section 5 — Major Risks and Issues

5.1 Major Project Risks

Identified Risks (risk identified by standard project risk management processes)

Ref#

Description

Remedial Action

1

There is a risk that HCF design may exceed the naval
architecture limits on weight and stability at the completion
of the D&P scope, which may limit or provide in-service
growth margins that substantially limit future capabilities.

The project is tracking naval architecture limits and design
margins closely through head contract deliverables such as
the Margin Monitoring Program, the Quarterly Weight
Report, and the Mandated System Review process. The
next mandated review is the PDR planned for July 2023.

There is a risk that change decisions are made without
understanding technical, cost and schedule implications
during the D&P scope that leads to schedule slippage, cost
growth, and an inability to achieve holistic technical
performance objectives in future project scope.

The project has established and placed on contract the
Mission System Functional Baseline and is now
progressing towards the Allocated Baseline. Approved
configuration change processes are in place. The rating of
the risk has been reduced to Medium since the FY 2021-22
report due to the completion of SDR and the allocation of a
Functional Baseline.
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3 There is arisk that the HCF design is not sufficiently mature | Design maturity is being achieved via a staged release
at the completion of the D&P scope to commence and | approach. The maturity of design zones is sequenced to
maintain continuous, efficient production in Quarter 2, 2024 | ensure spatial design, planning, and procurement activities
which will impact the ship delivery program. are completed to support the shipyard production schedule.

4 There is a risk that the combat system integration into the | The project, BAE Systems Maritime Australia, and other
ship is not sufficiently mature at the completion of the D&P | key combat system suppliers will refine their combat system
scope to support achievement of the zonal design process | integration and assurance roles through an update to the
which will impact the expected capability requirements for | head contract Statement of Work and deliverables such as
future project scope. the Engineering Management Plan, System Integration

Plan and Combat System Assurance Plan.
5 There is a nisk that the Navy is unable to raise, train and | The project, with Navy and BAE Systems Maritime

sustain future Navy workforce prior to ship delivery which
will impact the ability to support future Navy capabilities and
provide seaworthiness assurance.

Australia, will identify training opportunities such as high
fidelity simulators, and conduct workforce
modelling/analysis to identify key skillsets required.

Emergent Risks (risk not previously identified but has emerged during 2022-23)

Ref# | Description Remedial Action
N/A | N/A N/A

5.2 Major Project Issues
Ref# | Description Remedial Action
N/A | N/A N/A
Note

Major risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 6 — Lessons Learned

6.1 Key Lessons L eamed

Description

Categories of Systemic Lessons

In line with Defence instruction and CASG Lessons policy, the project conducts
scheduled reviews of its captured lessons information (including any observations,
insights and/or lessons identified) as well as lessons information contained within the
Defence Lessons Repository. The project has captured five lessons related to
Contract Management, First of Type Equipment, Schedule Management,
Governance, and Requirements Management. Three project lessons are provided
below (note this does not include all project lessons):

The project has not categorized any of its
lessons information as a whole-of-
Defence Lesson Learned.

Lesson Type — Observation. Government Fumished Material, data and information
requirements need to be clearly defined, articulated and agreed between the platform
designer, the various branches, divisions and System Program Office’s responsible
for delivery, and materiel suppliers. This is required in terms of both the level of data
maturity required, and schedule required by dates to enable the platform designer to
meet key project milestones.

Schedule Management

Lesson Type — Observation. A Lessons and Opportunities Framework finalised and
agreed to ensure lessons learnt are more robustly captured, assessed and where
relevant encapsulated within processes, plans and procedures.

Lessons Leamt Processes

Lesson Type — Observation. A Quality Management Plan compliant with CASG
Quality Management System and in accordance with the guidance included in
Intemational Organisation for Standardization Standard 9004:2018 is required to
ensure continuous and sustained success particularly within a project that is highly
complex.

Quality Management

Section 7 — Project Structure

7.1 Project Structure as at 30 June 2023

Unit Name
Division Major Surface Combatants and Combat Systems Division
Branch Hunter Class Frigate

[DLM removed]
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2022) for the Mission System (MS) System Definition Review (SDR) drove delays to subsequent design reviews. The project also
experienced schedule delay due to a combination of factors, including Covid-19 impacts and immaturity of the United Kingdom’s
(UK) Type 26 frigate design, which is the Reference Ship Design for the Hunter Class Frigate.

In June 2021, the Government agreed to defer the Ship One Cut Steel Milestone by up to 18 months, to no later than June 2024.
This enabled Defence and BAE Systems Maritime Australia to address design maturity and develop a contractible offer for the first
batch of three ships. The extended prototyping period initially included the construction of four Hunter Class Frigate Schedule
Protection Blocks, in addition to the five Type 26 prototype blocks that were previously approved by Government in 2018. In
November 2023, the Government approved an additional two Schedule Protection Blocks, both of which have since commenced
construction. The project will use the six Schedule Protection Blocks in construction of the first ship.

The project retumed to Govemment in June 2024 for consideration of the Batch One construction proposal. The project received
Second Pass approval for construction of the first three ships.

While there are significant risks and challenges, as would be expected for a project of this complexity, the project commenced
construction of the first ship on 21 June 2024. Defence continues to work with BAE Systems Maritime Australia to mitigate risks
and manage issues.

In 2023-24 key activities achieved included completion of the Preliminary Design Review (PDR), Production Readiness Review
(PRR), and the third Integrated Baseline Review (IBR3), as well as obtaining Govemment Second Pass approval for construction
of the first three ships.

Initial key activities include progression of prototyping activities and Schedule Protection Block (SPB) construction, progression on
the design zonal reviews, and ramp up of the Construction stage.

Materiel Capability/Scope Delivery Performance

In February 2024, following the Independent Analysis of the Navy’s Surface Combatant Fleet, the Government committed to the
construction of six Hunter Class Frigates of the same configuration in two batches of three. This is an update from the previous
Governments commitment to build nine Hunter Class Frigates in three batches of three. The Government has approved the
construction for the first three frigates and the project will return to Government for approval of the subsequent three frigates later
in this decade.

As at 30 June 2024, the scope of the head contract addressed the D&P stage, inclusive of prototyping and procurement of LLTI
for the first three ships. Under the existing head contract D&P scope and budget, BAE Systems Maritime Australia will also fabricate
a ‘proof of concept test rig’ as a risk reduction measure for the fabrication of the mast.

Note

Forecast dates and capability assessments are excluded from the scope of the Auditor-General’s Independent Assurance Report.

1.3 Project Context

Background

The project will form the foundation of the Government’s Continuous Naval Shipbuilding Program, as announced in the 2017
National Naval Shipbuilding Plan. As at 30 June 2024, the project was in the D&P stage and had commenced the transition to the
Construction stage. The project will continue to progress through multiple Government decision-making points for subsequent
project stages.

The project was initiated in June 2014 with an Initial Pass approved by Government to commence capability development activities.
Key activities and announcements over subsequent years included:

e August 2015 Government announced bringing forward the Future Frigate program to replace the Anzac Class Frigates as
part of a continuous onshore build program to commence in 2020.

e  September 2015 Interim Pass approved by Government for CEA Technologies Pty Ltd Radar Development activities.

* November 2015 Interim Pass approved by Government to progress a Competitive Evaluation Process (CEP).

e April 2016 First Pass approval for SEA5000 Phase 1 to complete the CEP based on tenders received from three ship
designers.

e  October 2017 Govemment announced decision to select the Aegis Combat System (ACS) together with an Australian
Interface developed by Saab Australia Pty Ltd as the Combat Management System solution for the Future Frigate.

June 2018 Government announced BAE Systems Maritime Australia Global Combat Ship — Australia (GCS-A) as the capability
best suited to Defence needs. The frigates were classed as the Hunter Class Fast Frigate Guided.

March 2020, the Hunter Class Frigate project was elevated to a Project of Interest, due to significant schedule, technical, workforce
and cost challenges. February 2022, the project sought Interim Pass approval from Government to contract BAE Systems Maritime
Australia to construct four Schedule Protection Blocks in addition to the five Type 26 prototype blocks it was already contracted to
construct under the D&P scope.

July 2023, a PDR was conducted. The focus of the review was setting the Allocated Baseline (for the design of the Batch One
ships and the Land Base Test Site), and examining options to control the accumulation of risk as detailed design progressed
towards the Construction stage. In line with the forecast in the 2022-23 MPR, the PDR Key Milestone was achieved on schedule
in October 2023.

November 2023, the Government approved an additional two Schedule Protection Blocks. This approval was intended to mitigate
the risks of the loss of shipyard workforce prior to a Government approval to enter into the Batch One Construction Contract in
Quarter 2, 2024.

February 2024, following the Independent Analysis of the Navy's Surface Combatant Fleet, the Hunter Class Frigate project was
directed to acquire six ships of the same configuration.

Uniqueness
SEAS5000 Phase 1 will be delivered in a number of stages to achieve the objectives of Continuous Naval Shipbuilding, with each
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2 There is a risk, caused by design delays and accumulated | Design maturity is being achieved via a staged release
technical debt, that the Hunter Class Frigate design is not | approach. The maturity of design zones is sequenced to
wn
sufficiently mature to maintain continuous, efficient | ensure spatial design, planning, and procurement activities
L production in Quarter 2, 2024. The result is schedule | are completed to support the shipyard production schedule.
)> slippage, higher costs, lower quality and capability
(@) limitations.
8 3 There is a risk, caused by the evolving Combat System | The project, BAE Systems Maritime Australia, and other
o design, that combat system integration into the ship is not | key combat system suppliers will refine their combat system
sufficiently mature to support achievement of all expected | integration and assurance roles through an update to the
U capability requirements for Ship 1/ Batch 1, resulting in | head contract Statement of Work and deliverables such as
- operating capability limitations as well as cost and schedule | the Engineering Management Plan, System Integration
Q over runs. Plan and Combat System Assurance Plan.
B 4 There is a risk, due to competition in the labour market, | The project, with Navy and BAE Systems Maritime
D
realised at Vessel Acceptance Date, the Future Navy | Australia, will identify training opportunities such as high
— Workforce is unable to raise, train and sustain sufficient | fidelity simulators, and conduct workforce
Navy Workforce to support Royal Australian Navy | modelling/analysis to identify key skillsets required.
capabilities and provide seaworthiness assurance.
5.2 Emergent Risks
Emergent Risks (risk not previously identified but has emerged during 2023—-24)
Ref# | Description Remedial Action
N/A | N/A N/A
5.3 Major Project Issues
Ref# | Description Remedial Action
N/A | N/A N/A
Note
Major risks and issues in Section 5 are excluded from the scope of the Auditor-General’s Independent Assurance Report.

Section 6 — Lessons Learned

6.1 Key Lessons L eamed

Description Categories of Systemic Lessons

In line with Defence instruction and CASG Lessons policy, the project conducts | N/A
scheduled reviews of its captured lessons information (including any observations,
insights and/or lessons identified) as well as lessons information contained within the
Defence Lessons Repository (DLR). The project has captured 20 lessons. The three
lessons the project identified as systemic or strategic in nature, that have been
documented in the DLR, are listed below:

DLR Lesson Type — Observation. Govemment Fumished Material, data and
information requirements need to be clearly defined, articulated and agreed between
the platform designer, the various branches, divisions and System Program Office’s
responsible for delivery, and materiel suppliers. This is required in terms of both the
level of data maturity required, and schedule required by dates to enable the platform
designer to meet key project milestones.

Program, Project & Product Management

sjeayg Alewwng ejeq 108lold '€ ued

DLR Lesson Type — Observation. A Lessons and Opportunities Framework finalised | Decision Support
and agreed to ensure lessons leamt are more robustly captured, assessed and where

relevant encapsulated within processes, plans and procedures.

DLR Lesson Type — Observation. A Quality Management Plan compliant with CASG | Decision Support

Quality Management System and in accordance with the guidance included in
International Organisation for Standardisation Standard 9004:2018 is required to
ensure continuous and sustained success, particularly within a project that is highly
complex.

Section 7 — Project Structure

7.1 Project Structure as at 30 June 2024
Unit Name

Division Major Surface Combatants and Combat Systems

Branch Hunter Class Frigate
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(UK) Type 26 frigate design, which is the Reference Ship Design for the HCF.

In June 2021, the Government agreed to defer the Ship One Cut Steel Milestone by up to 18 months, to no later than June 2024.
This enabled Defence and BAE Systems Maritime Australia Pty Ltd to address design maturity and develop a contractible offer for
the first three ships. The extended prototyping period initially included the construction of four HCF Schedule Protection Blocks, in
addition to the five Type 26 prototype blocks that were previously approved by Government in 2018. In November 2023, the
Government approved an additional two Schedule Protection Blocks. The project is using the six Schedule Protection Blocks in
construction of the first ship.

The project retumed to Government in June 2024 for consideration of the Batch One construction proposal. The project received
Second Pass approval for construction of the first three ships, with additional funding provided from FY 2024-25.

While there are significant risks and challenges, as would be expected for a project of this complexity, the project commenced
construction of the first ship on 21 June 2024. Defence continues to work with BAE Systems Maritime Australia Pty Ltd to mitigate
risks and manage issues. The project is on track to meet the Initial Materiel Release (IMR) and Initial Operational Capability (I0C)
as scheduled.

In FY 2023-24 key activities achieved included completion of the Preliminary Design Review (PDR), Production Readiness Review
(PRR), and the third Integrated Baseline Review (IBR3), as well as obtaining Govemment Second Pass approval for construction
of the first three ships.

In FY 2024-25 key activities achieved included Cut Steel for Ship 1: placing contracts for major combat system elements including
the CEA Technologies Pty Ltd Phased Array Radar (CEAFAR) and the Thales Towed Array Sonar; progression of prototyping
activities; continued progress of the zonal design program; ramp up of the Construction stage; consolidation of the first two units;
and induction of the first block into blast and paint.

In FY 2025-26 key activities planned are delivery of low voltage electrical switchboards into the yard; approval of the target cost
estimate for Ship Two; progression of CEAFAR integration with the Aegis Combat Management System; installation of first combat
system equipment in the Land Base Test Site (LBTS); and installation of propulsion motors into Ship One.

Materiel Capability/Scope Delivery Performance

In February 2024, following the Independent Analysis of the Navy’s Surface Combatant Fleet, the Government committed to the
construction of six HCF of the same configuration in two batches of three. This is an update from the previous Government’s
commitment to build nine HCF in three batches of three. The Government has approved the construction of the first three frigates
and the delivery of the support system. The project will return to Government for approval of the subsequent three frigates later in
this decade.

As at 30 June 2024, the scope of the head contract addressed the D&P stage, inclusive of prototyping and procurement of LLTI
for the first three ships. Under the existing head contract D&P scope and budget, BAE Systems Maritime Australia Pty Ltd is also
fabricating a “proof of concept test rig’ as a risk reduction measure for the fabrication of the mast.

As at 30 June 2025, BAE Systems Maritime Australia Pty Ltd has commenced construction of 35 of 78 units for Ship 1, placed
sub-contracts for 73 LLTI supplies, progressed prototyping activities on five prototype blocks, and progressed the “proof of concept
test rig’ in preparation for production masts for Ships 1 to 3. CEA Technologies Pty Ltd has delivered three Mobile Test Systems
which have been shipped to the United states (US) for integration with the Aegis Combat System (ACS).

1.3 Project Context

Background

The project will form the foundation of the Government’s Continuous Naval Shipbuilding Program, as announced in the 2017
National Naval Shipbuilding Plan and updated in the 2024 Naval Shipbuilding and Sustainment Plan. As at 30 June 2025, the
project is continuing to deliver the approved scope of the D&P stage and is progressing as planned in the Construction stage. The
project will continue to progress through multiple Government decision-making points for subsequent project stages.

The project was initiated in June 2014 with an Initial Pass approved by Government to commence capability development activities.
Key activities and announcements over subsequent years included:

e August 2015 Government announced bringing forward the Future Frigate program to replace the Anzac Class Frigates as
part of a continuous onshore build program to commence in 2020.

e  September 2015 Interim Pass approved by Government for CEA Technologies Pty Ltd Radar Development activities.

e November 2015 Interim Pass approved by Government to progress a Competitive Evaluation Process (CEP).

e April 2016 First Pass approval for SEA5000 Phase 1 to complete the CEP based on tenders received from three ship
designers.

e October 2017 Government announced decision to select the ACS together with an Australian Interface developed by Saab
Australia Pty Ltd as the Combat Management System solution for the Future Frigate.

June 2018 Government announced BAE Systems Maritime Australia Pty Ltd Global Combat Ship — Australia as the capability best
suited to Defence needs. The frigates were classed as the Hunter Class Fast Frigate Guided.

March 2020, the HCF project was elevated to a Project of Interest, due to significant schedule, technical, workforce and cost
challenges. February 2022, the project sought Interim Pass approval from Govemment to contract BAE Systems Maritime Australia
Pty Ltd to construct four Schedule Protection Blocks in addition to the five Type 26 prototype blocks it was already contracted to
construct under the D&P scope.

July 2023, a PDR was conducted. The focus of the review was setting the Allocated Baseline (for the design of the Batch One
ships and the Land Base Test Site), and examining options to control the accumulation of risk as detailed design progressed
towards the Construction stage. In line with the forecast in the 2022-23 MPR, the PDR Key Milestone was achieved on schedule
in October 2023.

November 2023, the Government approved an additional two Schedule Protection Blocks. This approval was intended to mitigate
the risks of the loss of shipyard workforce prior to a Government approval to enter into the Batch One Construction Contract in
Quarter 2, 2024.

February 2024, following the Independent Analysis of the Navy’s Surface Combatant Fleet, the HCF project was directed to acquire
six ships of the same configuration.

June 2024, the project obtained Government Second Pass approval for construction of the first three ships. The project remains a
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3 There is a risk, caused by the evolving Combat System | The project, BAE Systems Maritime Australia Pty Ltd, and
design, that combat system integration into the ship is not | other key combat system suppliers will refine their combat
sufficiently mature. system integration and assurance roles through an update

to the head contract Statement of Work and deliverables
such as the Engineering Management Plan, System
Integration Plan and Combat System Assurance Plan.

Per Note below, this risk was transferred to Navy during FY
2024-25 and will be removed from next years MPR.

4 There is a risk, due to competition in the labour market, | The project, with Navy and BAE Systems Maritime
realised at Vessel Acceptance Date, the Future Navy | Australia Pty Ltd, will identify training opportunities such as
Workforce is unable to raise, train and sustain sufficient | high fidelity simulators, and conduct workforce
Navy Workforce to support RAN Navy capabilities and | modelling/analysis to identify key skillsets required.
provide seaworthiness assurance. Per Note below, this risk was transferred to Navy during FY

2024-25 and will be removed from next year's MPR.
Note

Risks previously reported in 5.1 in prior Project Data Summary Sheet (PDSS) were a combination of strategic and tactical capability
realisation and project delivery risks.

Following Government approval for Batch 1, a comprehensive risk review was undertaken by the HCF Project Management Office.
This review examined risks in the context of both the D&P and Construction phases. As a result of the review, all capability related
risks have been transferred to the Navy Sponsor for management. Now that the Project has been approved to enter the
Construction Phase, the risk reporting within the PDSS now reflects only those technical and programmatic risks facing project

to design and integrate the combat system.

delivery.

5.2 Emergent Risks
Emergent Risks (risk not previously identified, or has increased in rating. Which have emerged during 2024-25)
Ref# | Description Remedial Action

1 There is a risk, driven by in-year funding constraints within | This risk is being treated through regular engagements with
the Integrated Investment Program (IIP) that may result in | industry and key stakeholders.
inability to deliver the Program on schedule.

2 There is a risk that the integration of future combat system | The entire ship design is reviewed regularly through
elements into the HCF will be constrained due to reference | technical forums and workshops with all relevant industry
ship design limitations. and Defence stakeholders.

3 There is a risk that the final maturation of the HCF design | The design is complex, complicated and physically densely
consumes allocated margins resulting in design rework and | packed, requiring constant review of the critical design
pressure on production to achieve the build schedule. margins. This is achieved through technical forums and

workshops with all relevant industry and Defence
stakeholders.

4 There is a risk that there will be insufficient skilled personnel | The project works to actively recruit and train skilled

workers in Combat Systems Integration across both
Industry and Defence.

5.3 Major Project Issues

Ref#

Description

Remedial Action

1

Availability of a skilled, qualified, and experienced
workforce within the CoA to conduct assurance of the
design construction of the HCF.

The project works to actively recruit, train and retain a
skilled, qualified and experienced workforce in accordance
with the strategies outlined in the Defence Workforce Plan.

Section 6 — Lessons

6.1 Key Lessons

In line with Defence Instructions and CASG Lessons policy, the project conducts scheduled reviews of its captured lessons
information (including any observations, insights and/or lessons identified) as well as lessons information contained within the
Defence Lessons Repository. The project has captured 20 lessons. The three project strategic lessons and three project level
lessons (non-strategic) are listed below.

Description Categories of Systemic Lessons

Strategic Lesson Type — Observation. Government Furnished Material, data and | Program, Project & Product Management
information requirements need to be clearly defined, articulated and agreed between
the platform designer, the various branches, divisions and System Program Office’s
responsible for delivery, and materiel suppliers. This is required in terms of both the
level of data maturity required, and schedule required by dates to enable the platform
designer to meet key project milestones.

Strategic Lesson Type — Observation. A Lessons and Opportunities Framework | Decision Support
finalised and agreed to ensure lessons learnt are more robustly captured, assessed
and where relevant encapsulated within processes, plans and procedures.

Strategic Lesson Type — Observation. A Quality Management Plan compliant with
CASG Quality Management System and in accordance with the guidance included in
International Organisation for Standardisation Standard 9004:2018 is required to
ensure continuous and sustained success, particularly within a project that is highly
complex.

Decision Support
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