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SSeeccrreettaarryy’’ss  FFoorreewwoorrdd  

I am pleased to provide the 2021-22 Major Projects Report, in conjunction with the Australian National 
Audit Office, on 21 Defence major capability acquisition projects, delivered by the Capability Acquisition 
and Sustainment Group. 

The 15th annual Major Projects Report provides transparency on the progress of Defence’s most complex 
acquisition projects.  The Major Projects Report is a valuable tool to inform the Parliament and Australian 
public on Defence capability and related expenditure. 

As at 30 June 2022, Defence was managing 158 major and 10 minor acquisition projects in support of the 
Australian Defence Force with a total acquisition value of $130.5 billion. 

The 21 projects within the 2021-22 Major Projects Report have a combined total approved budget of $59 
billion and total in year budget of $5.9 billion.  Of note are the following project achievements during 2021-
22 which support delivery of important capability for the Australian Defence Force and wider Indo-Pacific 
region: 

 Battlespace Communications System (JP 2072 Phase 2B) delivered three medium SATCOM 
terminals on 28 July 2021, that arrived in Australia from the United States (Boeing Defence 
Australia Testing and Integration Facility) on 23 August 2021. 

 On 26 October 2021, Maritime Operational Support Capability (SEA 1654 Phase 3) declared Initial 
Operational Capability for the first Supply-class replenishment ship, HMAS Supply, and 
commissioned the second ship HMAS Stalwart in the Royal Australian Navy. HMAS Stalwart 
achieved operational capability in June 2022. 

 HMAS Sheean, the fifth of the Collins Class Submarines to enter service in the Royal Australian 
Navy, entered dock to begin its two-year full-cycle docking on 4 June 2022. 

 The first Arafura Class Offshore Patrol Vessel (OPV) NUSHIP Arafura was launched on 16 December 
2021, marking a major milestone for the Offshore Patrol Vessel (SEA 1180 Phase 1).  

 As at 30 June 2022, New Air Combat Capability (AIR 6000 Phase 2A/B) have accepted 53 aircraft. 

 Two Guardian Class Patrol Boats (SEA 3036 Phase 1) were gifted to the Pacific Island Countries of 
the Federated States of Micronesia on 11 March 2022 and the Cook Islands on 27 May 2022. To 
date, 15 Guardian Class Patrol Boats have been delivered to their respective recipient nations. 

 Battlefield Airlift – Caribou Replacement (AIR 8000 Phase 2) achieved the Final Materiel Release 
(FMR) and Final Operating Capability (FOC) milestones in June 2022. 

 ANZAC Air Search Radar Replacement (SEA 1448 Phase 4B) achieved the Initial Operational 
Capability (IOC) milestone in July 2021. 

 Combat Reconnaissance Vehicles (LAND 400 Phase 2) achieved the IOC milestone in June 2022.  

I would like to take the opportunity to thank the Auditor-General, Mr Grant Hehir, and his staff for their 
contribution to the report. 

 
 
 
 
 
Greg Moriarty 
Secretary 
Department of Defence 
20 January 2023 
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OVERVIEW  

As at 30 June 2022, Capability Acquisition and Sustainment Group (CASG) was managing 158 major and 
10 minor acquisition projects at various phases in the Capability Life Cycle, worth a total acquisition cost 
of $130.5 billion. The 2021-22 acquisition budget of $9.5 billion was achieved, which was an increase of 
$0.2 billion from the prior year. 
 
During this period, 12 major and minor acquisition projects were closed. These 12 closed projects had a 
final spend over their life of $2 billion, against a budget of $2.1 billion. CASG also had 10 new major 
acquisition projects approved with a combined budget of $2.1 billion. 
  
The Major Projects Report (MPR) outlines 21 projects, delivered by CASG, with a total acquisition cost of 
$59 billion. This accounts for 45 per cent of CASG projects by total budget. 

Scope of the ANAO review 

The purpose of the MPR is to provide transparency and accountability of Defence acquisition for the 
benefit of Parliament and other stakeholders. The Australian National Audit Office conducts a priority 
assurance review of the information provided in the Project Data Summary Sheets (PDSS) at Part 3 of 
the report to provide confidence to the Parliament and other stakeholders that the information being 
provided by Defence is accurate and transparent. 
 
The PDSS provided at Part 3 of this report disclose key project activity relating to cost, scope, schedule, 
risks and issues, and lessons learned up to 30 June 2022. Significant events that have occurred 
subsequent to 30 June 2022 are disclosed in the Statement by the Secretary of Defence and are detailed 
in Part 3 of the 2021-22 MPR. 

Treatment of classified and sensitive information 

In accordance with the JCPAA Guidelines, Defence is responsible for ensuring that the information in the 
MPR is suitable for unclassified publication. This year, in conducting the assessment of the security of 
the information, Defence assessed that some details, both in respect of independent projects and in the 
aggregate, would or could reasonably be expected to cause damage to the security, defence or 
international relations of the Commonwealth without sanitisation of the data.  
 
There are four projects in this MPR (Offshore Patrol Vessel, Peregrine, SRGB Air Defence, and JORN Mid-
Life Upgrade) where some schedule information has not been published in this report on security 
grounds. Defence has, however, provided the schedule information to the ANAO to conduct their 
assurance and analysis. The remaining 17 projects have the same level of information published as in 
previous years. 
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Key Achievements and Annual Performance 

Overall, the performance of the Department’s major capital equipment program in the 2021-22 financial 
year has been strong.  

Key achievements this year include: 

• Battlespace Communications System (JNT 2072 Phase 2B) delivered three medium SATCOM
terminals on 28 July 2021, that arrived in Australia from the United States (Boeing Defence
Australia Testing and Integration Facility) on 23 August 2021.

• On 26 October 2021, Maritime Operational Support Capability (SEA 1654 Phase 3) declared Initial
Operational Capability for the first Supply-class replenishment ship, HMAS Supply, and
commissioned the second ship HMAS Stalwart in the Royal Australian Navy. HMAS Stalwart
achieved operational capability in June 2022.

• HMAS Sheean, the fifth of the Collins Class Submarines to enter service in the Royal Australian
Navy, entered dock to begin its two-year full-cycle docking on 4 June 2022.

• The first Arafura Class Offshore Patrol Vessel (OPV) NUSHIP Arafura was launched on 16
December 2021, marking a major milestone for the Offshore Patrol Vessel (SEA 1180 Phase 1).

• As at 30 June 2022, New Air Combat Capability (AIR 6000 Phase 2A/B) have accepted 53 aircraft.

• Two Guardian Class Patrol Boats (SEA 3036 Phase 1) were gifted to the Pacific Island Countries of
the Federated States of Micronesia on 11 March 2022 and the Cook Islands on 27 May 2022. To
date, 15 Guardian Class Patrol Boats have been delivered to their respective recipient nations.

• Battlefield Airlift – Caribou Replacement (AIR 8000 Phase 2) achieved the Final Materiel Release
(FMR) and Final Operating Capability (FOC) milestones in June 2022.

• ANZAC Air Search Radar Replacement (SEA 1448 Phase 4B) achieved the Initial Operational
Capability (IOC) milestone in July 2021.

• Combat Reconnaissance Vehicles (LAND 400 Phase 2) achieved the IOC milestone in June 2022.

In respect of the acquisition projects managed by CASG in 2021-22: 

• Achieved $9.5 billion in acquisition.

• Six achieved IOC, four on time or ahead of schedule129.

• Seven achieved FOC, three on time or ahead of schedule delivery, in accordance with second 
pass approval.

The performance of the 21 MPR projects over the 2021-22 period has been largely consistent with the 
overall performance of the 158 major equipment projects managed by CASG. 

129 Note, this does not take into account re-baselined projects or all closed projects. 
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• Airborne Intelligence, Surveillance, Reconnaissance and Electronic Warfare (ISREW) Capability
(AIR 555 Phase 1).

Appendix A lists the projects that have been removed from the report since its inception including the 
reason for their removal and expenditure, as at 30 June 2022.  

The project additions and removals are in accordance with MPR Guidelines endorsed by the JCPAA in 
2021 and are published in Part 4 of this report. 

Entry and exit from MPR 

Of the 21 projects included in this report, 20 projects have carried over from last year’s report. One 
project has been removed as it had minimal budget remaining, and has delivered the majority of its 
required scope.  

• Indian Ocean Region UHF SATCOM (JP 2008 Phase 5A).

There is one new inclusion to the MPR: 
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DEFENCE STRATEGIC ENVIRONMENT 

Acquisition Environment 

In this reporting period, there have been some significant events for Defence including support to 
Ukraine. The Ukraine Defence Military Aid (DMA) provided by the ADF was an unprecedented event. 
Support included both lethal and non-lethal capabilities that were provided either through gifting of 
current ADF assets or procured and delivered through third party agencies. All DMA provided was 
subject to legal and international rules to include the Geneva Convention, International Traffic in Arms 
Regulation and Australian Export Controls.  

Defence and Industry have continued to equip and sustain the Australian Defence Force through the 
COVID-19 pandemic. As the world emerges from the pandemic, Defence and CASG have not been 
immune to ongoing supply chain challenges. The examples are well known across the country, such as 
computer chip shortages, and the ongoing freight capacity issues by both air and sea. The approach to 
shortages, such as chips, has been to take a whole of Defence view, and seek to use negotiation to deal 
with the priorities. Freight capacity shortfalls have driven up prices, and this has shifted some freight 
from now very high cost air freight, to slower, but lower cost, sea freight. However, these remain 
difficult management problems with sea freight schedule reliability remaining low, compared to pre-
pandemic levels. 

Defence and Industry continue to grapple with significant, and at times acute, workforce pressures – 
both capacity and skillsets. Allocating and managing workforce resources to ensure the appropriate level 
of resourcing from project start up and through life is critical to deal with skills scarcity.  

Over the last decade the number of highest complexity (ACAT I) projects has increased from 11 to 24. 
Some of these projects carry extreme risk associated with the level of structural and technical 
complexity and integration (Appendix B refers). 

Of the 21 projects in the 2021-22 MPR, ten are the highest complexity ACAT I and 11 are ACAT II. Whilst 
two130 are cooperative programs with the United States Government, one has Foreign Military Sales 
(FMS) as the prime contract. In comparison, the 28 projects in the 2010-11 MPR comprised only six 
ACAT I and 13 ACAT II, with the remaining being ACAT III and ACAT IV projects. Five of these projects 
were Foreign Military Sales.  

Figure 1 – ACAT complexity of MPR projects by year, as at 30 June 2022 

130 See AIR 6000 Phase 2A/2B and AIR 7000 Phase 1B. 
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Since the release of the 2016 Defence Industry Policy Statement, Australian Industry Capability (AIC) 
obligations have been updated in a range of Defence tenders and contracts. The 2019 Defence Policy for 
Industry Participation (DPIP) provides greater consistency, unity and opportunity for Australian industry 
involvement in Defence procurement. It establishes a framework to give Australian businesses the best 
possible opportunity to compete for Defence work, recognising that providing the best capability for 
Defence and value for money will continue to drive decisions.  The AIC program is a major element of 
the DPIP. The AIC program plays an important role in driving Australian industry as a Fundamental Input 
to Capability and supports the delivery of the Sovereign Industrial Capability Priorities.  

During 2021-2022 Defence has worked with industry to embed specific and measurable obligations in 
contracts under a consistent framework and undertaken a number of pilot AIC Plan audits to establish a 
better understanding of how the DPIP is being implemented across Defence industry. 
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DEFENCE REVIEW OF PROJECT PERFORMANCE 

Cost 

The Defence Chief Finance Officer provides overall financial assurance on the actual cost and budget 
data of individual projects included in this report. Project budgets approved by Government take into 
account the estimated impact of inflation over the life of a project, which is known as ‘out turning’. 

All financial data related to Defence’s capital projects and capital programs provided with the 2021-22 
Defence Portfolio Budget Statements, Portfolio Additional Estimates Statements, and Annual Report, 
are presented on an accrual basis.  

The total in-year budget (2021-22) for all the projects listed in the 2021-22 MPR is $5.9 billion and total 
approved acquisition cost is $59 billion.  

Table 1 lists the 21 projects by total Government approval from highest to lowest total approved 
budget. 
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Understanding Budget Variation 

Real budget variations occur as a result of Government endorsed changes to scope, real cost changes 
and scope transfers between projects. Subsequent Government approvals leading to real project budget 
variation includes activities such as: 

• Follow-on Second Pass approvals for additional phases of capability.

• Tranched or rolling approval processes that have been agreed by Government.

• Where projects have merged or transferred cost or scope to realise more efficient project
management practices.

Foreign exchange rate variations do not represent real cost variations, as they are managed through 
funding adjustments on a ‘no-win/no-loss’ basis to offset realised foreign exchange losses or gains.  

In some instances, Real Cost Increases (RCI) require a Government approved budget variation due to 
unplanned cost and/or scope variation. Historically there has been minimal requirement to apply 
RCIs to the project budget. There have been no RCIs in this reporting year for MPR projects. 

In-Year Cost 

Defence considers that the Final Budget Forecasts represent the baseline against which in-year project 
financial performance should be measured. The 21 projects in the 2021-22 MPR had a combined in year 
budget and forecast of $5.9 billion, with actual achievement of $5.7 billion. The overall financial 
variation was -$221 million or -4%. Appendix E further details total budget and in year budget status for 
each of the MPR projects. 

In 2021-22 most of the 21 projects reported spending less than their annual budget allocation. The three 
projects with the largest variation between their final forecast and actual achievement are: 

• SEA 1000 Phase 1B - Future Submarines Design Acquisition.  In year expenditure of $1,143.9
million against a Final Plan expenditure forecast of $961.7 million. The variation is primarily due
to the cancellation of the Attack Class submarine program and the resulting settlement payment
to Naval Group.

• SEA 1180 Phase 1 - Offshore Patrol Vessel (OPV). In year expenditure of $231.4 million against a
Final Plan expenditure forecast of $366.8 million. The variation is primarily due to the shift in
deliverables, including the support system, and delay in current build performance.

• Air 555 Phase 1 - Long Range ISREW Aircraft. In year expenditure of $220.5 million against a Final
Plan expenditure forecast of $306.5 million due to delay in flight testing on the baseline aircraft
for this first of type capability and the subsequent deferral of milestone payments to 2022-23.

Schedule 

CASG projects have continued to deliver successful capability outcomes, noting schedule remains the 
primary improvement focus. Defence set ambitious schedule targets to ensure it can provide the ADF 
with leading edge capability, which can sometimes result in schedule variation. Additional causes may 
include late delivery, increase in scope, a force majeure event or a deliberate management decision. 
Table E3 provides the detailed breakdown for the MPR projects. 
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Causes of Schedule Variation 2021-22 

Schedule variations are reported based on the achievement of FOC. In most instances the programs are 
providing effective capability to the ADF prior to FOC. 

Schedule variation in early milestones, such as IMR and IOC, do not necessarily result in a variation to 
the originally forecast FOC date. This is because schedule development will often accommodate overlap 
in design and production, long production lead times and the ability to redeploy assets or surge a 
workforce, as one phase is completed and another commences. There are a number of causes for these 
variations, including continuing impacts of COVID-19 and natural disasters affecting supply chains, 
resource availability, domestic and international travel restrictions and shutdowns. While some 
schedules have been impacted, the majority of projects continue without detriment. Other factors 
include changes in delivery scope, delays to interdependent projects, technical reliability, contractual 
negotiations and integration issues. 

Of the 14 projects with published forecast FOC, five projects reported schedule variation to forecast FOC 
declaration during the year. The three projects with the largest variations are: 

• MRH90 Helicopters (AIR 9000 Phase 2, 4 and 6) – ongoing capability delays have resulted in a
revision of FOC. There has been significant work by both Industry and the Commonwealth to
define and implement a series of capability block enhancements to bring the MRH90 to
contracted standards. This included a retrofit program to progressively bring all aircraft up to the
contracted standard.

• Battlefield Command System (LAND 200 Tranche 2) – The FOC date was extended to
accommodate a Contract Change Proposal relating to COVID-19 Delay.

• Civil Military Air Traffic Management System (CMATS) (AIR 5431 Phase 3) – A highly complex and
interdependent joint project has experienced challenges in technical complexity and
interdependencies. The FOC date has extended with schedule milestones being actively
reviewed and planned by the project and its contractual partners.

Materiel Scope and Capability 

It is important to understand the difference between materiel scope and capability. A capability in 
Defence terms is the power to achieve a desired operational effect in a nominated environment within a 
specified time and to sustain that effect for a designated period. Materiel scope is the delivery of the 
materiel element of capability. Other fundamental inputs to capability, such as workforce, facilities or 
supporting IT infrastructure, are outside the materiel scope. 

Calculating ‘expected scope delivery’ in a percentage term does not distinguish the relative impact some 
scope may have on overall capability, either up or down. Likewise, measuring the materiel delivery of a 
project against the final intended capability effect, without considering other fundamental inputs to 
capability, does not present a true picture of the forecast capability.  

The ‘traffic light’ assessment of each element is indicative of: 

• Green. A high level of confidence that the materiel scope outcome will be met.

• Amber. The materiel scope outcome being under risk, but still considered manageable and able
to be met.

• Red. At this stage, the materiel scope outcome is unlikely to be fully met.

• Blue. An increase of materiel scope.

Auditor-General Report No.12 2022–23
2021–22 Major Projects Report

90

Defence Major Projects Report

Causes of Schedule Variation 2021-22

Materiel Scope and Capability



Pa
rt 

2.
 D

ef
en

ce
 M

aj
or

 P
ro

je
ct

s 
R

ep
or

t

Page 10 of 29 

Of the 21 projects in this MPR: 

• 11 projects reported 100 per cent in having a high level of confidence that the materiel scope
outcome will be met (Green)

• Four projects are reported to have measures which are at risk (Amber)

• Two projects are reported to have both measures which are at risk (Amber) and an element that
is unlikely to be fully met (Red)

• One project is reported to have both elements that are subject to risk (Amber) and an increase of
materiel scope (Blue)

• One project is reporting an element that is unlikely to be fully met (Red)

• One project currently in the design phase, and has been not included, and

• One project that has been cancelled, and has not been included.
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ACQUISITION GOVERNANCE 

Performance Governance 

Capability Acquisition and Sustainment Group governs and assures project delivery through a range of 
policies and practices in support of the One Defence Capability System.  

CASG is implementing a range of enhancements throughout 2022-23 to the governance process for 
management and oversight of delivery performance, in support of Government’s priority to enhance the 
early identification of performance risks and issues. This will include the establishment of an 
independent projects and portfolio management office within CASG, providing centralised delivery 
Group performance monitoring and reporting, to senior Defence stakeholders and committees, to 
Government and to external bodies. 

Defence is implementing a revised Projects of Concern and Interest regime, including formal processes 
and ‘early warning’ criteria for placing projects on the Projects of Concern and Projects of Interest lists, 
and establishment of regular summits with industry to discuss remediation plans. This will be supported 
by fostering a culture of raising attention to emerging problems and encouraging and enabling early 
response, with projects experiencing performance issues provided the support needed to recover 
performance.  

Project Performance Reporting 

CASG continues to evolve its performance reporting to ensure that it is timely and informative in 
assisting leaders in overseeing and assuring the performance of their projects and products. CASG’s 
acquisition and sustainment performance features in Portfolio Budget Statements, Portfolio Additional 
Estimates Statements and the Defence Annual Report, including commentary the Top 30 Projects and 
Products. Defence also relies upon existing governance mechanisms such as annual budget processes, 
enterprise committee accountabilities, and One Defence Capability system processes to ensure the 
timely and accurate reporting to decision makers. 

Managing Underperformance 

Projects of Concern is an enduring framework that remains a valuable tool to escalate projects for more 
senior management of complex issues within Defence and with Industry. Projects (or sustainment 
activities) identified as a Project (Product) of Concern have technical, commercial, cost or schedule 
challenges that benefit from additional senior executive and Ministerial support. The process allows 
Defence, Defence Industry and Ministers to work together to establish remediation actions with the 
primary objective being to return the project to the usual management framework. 

The status of Projects of Concern is as follows: 

• MRH 90 Multi Role Helicopter (AIR 9000 Phases 2, 4 and 6) – the project was first reported as a
Project of Concern in November 2011 and continues to be managed as such.

• Deployable Defence Air Traffic Management and Control System (AIR 5431 Phase 1) – the project
was first reported as a Project of Concern in August 2017 and its improved performance resulted
in the Minister for Defence Industry announcing its removal from the list on 27 October 2022.

• Civil-Military Air Traffic Management System (AIR 5431 Phase 3) – the project was listed a Project
of Interest in June 2018, and its elevation to a Project of Concern was announced by the Minister
for Defence Industry on 27 October 2022. A Ministerial Summit to discuss this project was held
on 2 December 2022.
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Projects (and products) showing heightened risks in the areas of cost, scope, schedule, capability, 
commercial strategy and/or other issues are monitored through a variety of sources. Consultation with 
senior stakeholders occurs before determining a Project of Interest. Once listed, reporting requirements 
are increased with a more detailed summary of issues, along with progress on remediation strategies to 
get the project/product back on track. The Projects of Interest ‘list’ is used for internal departmental 
and Ministerial reporting and management purposes. The broad goal is to provide senior management 
oversight, returning projects to satisfactory performance, and preventing further deterioration of 
delivery parameters. 

Agreements 

Within CASG, Materiel Acquisition Agreements (MAAs) are project delivery agreements for monitoring 
and reporting on the current Government-approved scope, schedule and cost. The MAA is the 
foundational governance artefact in the Defence Enterprise Project Performance Reporting Framework. 

As the Defence Transformation Strategy, Data Strategy and the Enterprise Resource Planning project is 
implemented, Defence will continue to adapt the MAA templates as required. Product Delivery 
Agreements (PDA) were intended to replace Material Sustainment Agreements (MSA) and MAA tracing 
to capability programs, however the implementation of programmatic agreements continues to be 
reviewed.  

Smart Buyer 

Defence’s Smart Buyer program supports projects and products in their early planning phases through 
consideration of key strategy drivers, which in turn supports the development of robust project 
execution strategies. Within CASG, these strategies are subsequently tested in the Independent 
Assurance Review (IAR) that follow. 

Whilst the primary role of Smart Buyer is to set-up projects for success, the methodology is flexible and 
has been adapted to address a variety of situations, including where support is required to establish 
programs, or where services or sustainment activities are contemplated. The Smart Buyer program is an 
example of the One Defence approach to capability acquisition with the program formally undertaking 
workshops with all three major delivery groups (CASG, Chief Information Officer Group and Estate and 
Infrastructure). 

During 2021-22, there were 194 Smart Buyer workshops, in support of 97 projects / programs Gate 0, 1 
or 2 activities. 

The Smart Buyer framework was not used at the Second Pass government approval stage for the one 
project entering the MPR in 2021–22, AIR 555 Phase 1 (Peregrine).  Smart Buyer activity has been 
conducted during the financial year for project SEA 1180 Phase 1 (Offshore Patrol Vessel) and 
considering AIR 555 Phase 1 (Peregrine) and AIR 7000 Phase 1B (Triton), as part of Intelligence, 
Surveillance and Reconnaissance Program considerations. 

Independent Assurance Reviews 

IARs consider the health and outlook of projects throughout their life. Depending on the risks or issues 
identified during the course of the review, which in all cases will consider the key aspects of certainty of 
scope, credibility of schedule and adequacy of funding, a formal Board meeting may be held to better 
understand the positions of the various parties. The Board Chairperson makes recommendations or 
proposes actions for senior management consideration regarding the ongoing conduct of the project or 
product under review, including whether it should be considered a candidate for elevation to Project of 
Interest or Project of Concern status. In 2021-22, 111 IARs were conducted, covering 150 project 
phases or sustainment activities.  
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Both the Smart Buyer and IAR programs draw on a common pool of experienced external reviewers. 
Recent additions to the pool have expanded both numbers and skillsets available, enabling the 
programs to better meet rising demand across Defence. Review Board members have extremely varied 
professional backgrounds but typically have extensive senior management experience gained in either 
the Australian Public Service, ADF, Industry or Academia, and have a very sound understanding of 
Defence, CASG and Government processes. 

Risk Reform 

The CASG Risk Reform Program was acknowledged as complete by CASG senior management in March 
2022. The program modernised CASG risk management practices by delivering a Risk Management 
System that: 

• standardised application of the ISO31000:2018 risk management process;

• defined the level and depth of risk planning for specific project, product and business scenarios;

• introduced a common risk language;

• standardised the format for risk planning;

• provided a selection of appropriate methods, techniques and approaches; and

• incorporated an information management system that enables enhanced risk-based decision
making.

The CASG Risk Management Directive, Strategy and Framework (published June 2020), CASG Risk 
Management Manual (published August 2021) and CASG Risk Management Practical Guide (published 
March 2022) were delivered under the CASG Risk Reform Program. The CASG Risk Management Manual 
mandates the use of the CASG risk tool (Predict!) for new and existing projects131, products and 
business areas moving the Group to a common and modern risk management platform and retiring the 
use of offline spreadsheets. 

Alongside the updates to policy, practice and systems, reform was aided by the establishment of a 
Group-wide risk management community of practice, domain risk management working groups, and 
additional training offerings to risk practitioners on using the now mandated system.  
Following completion of the reform program the CASG risk community and its practitioners are focussed 
on uplifting conformance with mandated practices via targeted communications, on the job training and 
advice and the continuous update of policy and practice documentation to improve understanding and 
conformance.  

Project and Product practices include requirements to regularly review and adjust/validate risks under 
management at the project and product level. Monthly Project and Product performance review 
meetings can access project and product specific risk data sourced from and maintained in the Predict! 
system. This data is also available for other management and review activities, such as IAR. 

131 Some projects and products scheduled to complete activities in FY21-22 were exempted from the requirement to  
transfer to using Predict!.  
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Appendix B - Acquisition Complexity Categories 

Defence categorises its acquisition projects to enable it to differentiate between the complexities of 
business undertakings, focus management attention, provide a basis for professionalising its workforce 
and facilitate strategic workforce planning. Projects are graded into one of four acquisition categories 
(ACATs): 

• ACAT I. These are major capital equipment acquisitions that are normally the ADF’s most
strategically significant. They are characterised by extensive project and schedule management
complexity and very high levels of technical difficulty, operating, support and commercial
arrangements.

• ACAT II. These are major capital equipment acquisitions that are strategically significant. They
are characterised by significant project and schedule management and high levels of technical
difficulty, operating, support arrangements and commercial arrangements.

• ACAT III. These are major or minor capital equipment acquisitions that have a moderate strategic
significance to the ADF. They are characterised by the application of traditional project and
schedule management techniques and moderate levels of technical difficulty, operating, support
arrangements and commercial arrangements.

• ACAT IV. These are major or minor capital equipment acquisitions that have a lower level of
strategic significance to the ADF. They are characterised by traditional project and schedule
management requirements and lower levels of technical difficulty, operating, support and
commercial arrangements.

As the complexity of a project will vary over its life cycle, Defence reviews project acquisition categories 
at defined milestones between entry into the Integrated Investment Program and project completion. 

The ACAT framework provides a recognised, consistent and repeatable methodology for categorizing 
projects and aligning project managers’ certified experience and competencies to the complexity and 
scale of projects under management. 

The ACAT level of a project is assessed against six project attributes: 

• Acquisition Cost. The approved budget for the project.

• Project Management Complexity. The complexity of project management necessary for its
execution.

• Schedule Complexity. The inherent complexity brought about by delivery pressures on the
project.

• Technical Difficulty. The complexities associated with technical undertakings such as design and
development, assembly, integration, test and acceptance.

• Operation and Support. The complexity associated with preparing the organisation and
environment in which the system will be operated, supported and sustained.

• Commercial Experience. The readiness and capability of industry to develop, produce and
support the required capability, and the complexity of the commercial arrangements being
managed.
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Appendix C – One Defence Capability System 

The Capability Life Cycle commenced in April 2016 to address First Principles Review Recommendation 
2, which called for Defence to ‘Establish a single end-to-end capability development function within the 
Department to maximise the efficient, effective and professional delivery of military capability’. The 
Capability Life Cycle has now been effectively integrated with other capability processes, such as 
program management, interoperability and force design, resulting in the One Defence Capability 
System.  

The One Defence Capability System is an integrated system that ensures Defence capability decisions 
optimise capability outcomes within resource limitations. The One Defence Capability System 
progresses through four phases shown in Figure C-1, which connect Government’s priorities through to 
prepared forces that are available to be committed to operations. At any point in time, individual 
capabilities will be at different stages of maturity across the four phases. The phases are: 

• Strategy and Concepts phase which connects the Government’s assessment of strategic risks
and other priorities, through to alternative concepts and force design.

• Risk Mitigation and Requirement Setting phase which sees development of solutions to address
the priorities identified through Integrated Force Design, including options, detailed
specifications and risk management strategies.

• Acquisition phase which sees the capability acquired, delivered, integrated, and brought into
service.

• In-Service and Disposal phase which sees the maintenance of capabilities at the appropriate
level of preparedness, in accordance with the CDF’s Preparedness Directive, available to be
force-assigned to Chief of Joint Operations, or other operational commander, as required for
operational employment.

The projects in this year’s MPR are in the Acquisition stage, but refer to decisions made in the Risk and 
Requirement Setting stage. Details about the Gates and Passes are listed below:  

• Gate Zero. The decision point at which the Investment Committee considers an investment
proposal developed by a Capability Manager. It may agree to a proposal to develop a range of
options with agreed timeframes, requirements and financial commitments to proceed to a Gate
1 decision, or, agree a single option for acceleration to proceed directly to Gate 2.

• Gate One. If required, it is the decision point where the Investment Committee considers the
progress made since Gate 0. The Investment Committee either clears the proposal for
Government consideration, or provides direction to remediate projects.

• First Pass. If required, it is the Government decision to select a specific option(s) and proceed
with agreed timeframes, technical requirements and financial commitments to Gate 2.

• Gate Two. The stage where the Integrated Project Manager initiates formal engagement with
industry, in accordance with the agreed delivery strategy. The Investment Committee considers
the updated proposal and either clears the proposal for Government consideration (Second
Pass), or provides direction to remediate projects.

• Second Pass. A final milestone in the Risk Mitigation and Requirement Setting and Planning
Phase at which point Government endorses a specific capability solution and approves funding
for the Acquisition and In-Service and Disposal Phases.
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Figure C1: One Defence Capability System 

DCAP Defence Capability Assessment Program 
DEPSEC SP&I Deputy Secretary Strategy, Policy, and Industry 
PWC Public Works Committee 
VCDF Vice Chief of the Defence Force 
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Appendix F – Glossary 

Acquisition Categories See Appendix B. 

Additional Estimates Where amounts appropriated at Budget time are required to change, 
Parliament may make adjustments to portfolios through the Additional 
Estimates Acts. 

Australianised  Military-
off-the-Shelf (MOTS) 

An adapted military-off-the-shelf product where modifications are made 
to meet particular ADF operational requirements. 

Capability The power to achieve a desired operational effect in a nominated 
environment within a specified time and to sustain that effect for a 
designated period. 
Capability is generated by the Fundamental Inputs to Capability. 

Capability Manager A Capability Manager (CM) has the responsibility to raise, train and 
sustain capabilities. In relation to the delivery of new capability or 
enhancements to extant capabilities through the Defence Integrated 
Investment Plan, CMs are responsible for delivering the agreed capability 
to Government, through the coordination of the fundamental inputs to 
capability. Principal CMs are Chief of Navy, Chief of Army, Chief of Air 
Force, and Chief of Joint Capabilities. 

Capital Equipment Substantial end items of equipment such as ships, aircraft, armoured 
vehicles, weapons, communications systems, electronics systems or 
other armaments that are additional to, or replacements for, items in 
the Defence inventory. 

Caveat In relation to the declaration of Initial or Final Operational Capability or 
other capability milestone, is a plan, stipulation, condition or limitation 
to mitigate the capability impact of a Deficiency. 

Contract Change Proposal 
(CCP) 

This is a formal written proposal by the Commonwealth or the 
contractor, prepared in accordance with the terms and conditions of the 
contract, to change the contract after the effective date. After 
agreement by the parties, the contract is amended in accordance with 
the processes established in the contract.  

Corporate Governance The process by which agencies are directed and controlled, and 
encompasses; authority, accountability, stewardship, leadership, 
direction and control. 

Deficiency In relation to the declaration of Initial or Final Operational Capability or 
other capability milestone, is a shortfall between the Government 
agreed requirements and that which is provided at the milestone. 

Developmental A product that is not available off-the-shelf and has to be developed 
specifically to meet the ADF’s particular operational requirements. 

Final Materiel Release A milestone that marks the completion and release of those Acquisition 
Project supplies required to support the achievement of Final 
Operational Capability. 

Final Operational 
Capability (FOC) 

The capability state relating to the in-service realisation of the final 
subset of a capability system that can be employed operationally. 
Declaration of final operating capability is made by the Capability 
Manager, supported by the results of operational test and evaluation 
and declaration by the Delivery Group(s) that the fundamental inputs to 
capability have been delivered. 
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Fixed Price Contract A fixed price contract is unalterable in all respects for the duration of the 
contract, except where the parties agree to a contract amendment 
which alters that contract price. 

Foreign Military Sales The US Department of Defense’s Foreign Military Sales program 
facilitates sales of US arms, Defense services, and military training to 
foreign governments. 

Forward Estimates The level of proposed expenditure for future years (based on relevant 
demographic, economic and other future forecasting assumptions). The 
Government requires forward estimates for the following three financial 
years to be published in each annual Federal Budget paper. 

Function and 
Performance Specification 

A specification that expresses an operational requirement in function 
and performance terms. This document forms part of the capability 
documentation. 

Initial Materiel Release 
(IMR) 

A milestone that marks the completion and initial release of Acquisition 
Project supplies required to support the achievement of Initial 
Operational Capability.  

Initial Operational 
Capability (IOC) 

The capability state relating to the in-service realisation of the first 
subset of a capability system that can be employed operationally. 
Declaration of Initial Operational Capability is made by the Capability 
Manager, supported by the results of operational test and evaluation 
and declaration by the Delivery Group(s) that the fundamental inputs to 
capability have been delivered. 

Materiel Acquisition 
Agreement (MAA) 

An agreement between Defence and CASG which states in concise terms 
what services and products will be delivered, for how much and when. 

Memorandum of 
Understanding (MOU) 

A Memorandum of Understanding is a document setting out an 
agreement, usually between two government agencies. 

Minor Capital Acquisition 
Project 

A Defence project in which the proposed equipment falls within the 
definition of capital equipment but does not meet the criteria in the 
definition of a major project. 

Off-the-Shelf A system or equipment that is available for purchase, which is already 
established in-service with another military or government body or 
commercial enterprise and requires only minor, if any, modification to 
deliver interoperability with existing ADF assets. 

Operational Concept 
Document 

The primary reference for determining fitness-for-purpose of the desired 
capability to be developed. This document forms part of the Capability 
Definition Document. 

Operational Test and 
Evaluation (OT&E) 

Test and evaluation conducted under realistic operational conditions 
with representative users of the system, in the expected operational 
context, for the purpose of determining its operational effectiveness and 
suitability to carry out the role and fulfil the requirement that it was 
intended to satisfy. 

Out Turned Costs / 
Out-Turning 

Defence establishes cost estimates using out-turned costs (i.e. inclusive 
of agreed or estimated contract price indexation) to ensure that 
estimates include allowances for future inflationary cost increases and 
foreign exchange. 

Platforms Refers to air, land, or surface or sub-surface assets that are discrete and 
taskable elements within the ADF. 

Portfolio Budget 
Statement (PBS) 

A document presented by the Minister to the Parliament to inform 
Senators and Members of the basis for Defence budget appropriations in 
support of the provisions in Appropriation Bills 1 and 2. The statements 
summarise the Defence budget and provides detail of outcome 
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performance forecasts and resources in order to justify agency 
expenditure. 

Prime System Integrator 
(PSI) 

The entity that has prime responsibility for delivering the mission and 
support systems.  

Public Governance, 
Performance and 
Accountability Act (PGPA) 
2013 

The Public Governance, Performance and Accountability Act 2013 came 
into effect on 1 July 2014 and superseded the Financial Management 
and Accountability Act 1997. It is a Commonwealth Act about the 
governance, performance and accountability of, and the use and 
management of public resources by, the Commonwealth, 
Commonwealth entities and Commonwealth companies, and for related 
purposes. 

Risk The effect of uncertainty on objectives. An effect is a deviation from the 
expected. It can be positive, negative or both, and can address, create or 
result in opportunities and threats. Risk is usually expressed in terms of 
risk sources, potential events, their consequences and their likelihood. 

Test Concept Document The basis for the development of the Test and Evaluation Master Plan for 
a project, and is the highest level document that considers test and 
evaluation requirements within the capability systems' life-cycle. This 
document forms part of the Capability Definition Document. 

Variable Price Contracts Variable price contracts provide for the contractor to be paid a fixed fee 
for performance of the contract, subject to certain variations detailed in 
the contract. Variable price contracts may allow for variations in 
exchange rates, labour and/or material costs. 
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