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| want to welcome each of you to this lunch todag avelcome you to Adelaide and
South Australia the Defence State.

I would like to acknowledge the Governor of Southskalia His Excellency Kevin
Scarce and extend a warm welcome to our partnapplisrs and sub-contractors.
Ladies and gentlemen.

| have the great privilege to lead over 1700 empésyat ASC, a company owned by
the Commonwealth that built and currently maintatims Royal Australian Navy’s
fleet of Collins Class submarines and is the Shlgbufor the construction of three
Hobart Class air warfare destroyers. A businessbéished on a brown field site here

in South Australia 25 years ago.

Today I've been asked to talk about the contributive Defence industry is making
to South Australia.

Commentators may see what | am about to say asrgammant for a National
shipbuilding capability or mounting a case for tiext generation of submarines to be
built by a company such as ASC.

They would be correct.

My experience over 36 years has given me a strongnstanding of just how vital
such an industry can be to the life of a nation.

It encourages investment,
It encourages innovation,

It stimulates job growth,

And — it requires a State such as South Australechv has built an impressive
defence capability to play a central role in théedee of the Commonwealth.

Today | want to illustrate how the Commonwealthwsrking with the South
Australian Government to ensure this industry igtlan a sound platform.

| also want to talk about the challenges that comii the role of running a
shipbuilder and a company that sustains a fleedubimarines. A challenge that is
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enabled greatly by the defence infrastructure amgpasrt provided by the South
Australian Government.

But first | want to comment briefly on a matter timas been uppermost in the minds
of many in this room over the last month or so.

The AWD project has been mentioned in the newsiaf because the Williamstown
shipyard — operated by a subcontractor to ASC -orted significant capacity
constraints with the construction of blocks for thist of the three destroyers.

For those who are unaware, the construction of ANEDs is overseen by an
organisation known as the AWD Alliance. The Allk@nhas been in operation for six
years now and will operate for the 15year lifeled ship build.

ASC is part of this alliance, alongside privateesteie contractor Raytheon and the
Commonwealth’s defence procurement arm, DMO.

On learning of the build up of work and constraiatsWilliamstown, the Alliance
swung into action.

Alternative sites for construction of the blocksrereonsidered month by month and a
plan, to reallocate work, was formulated.

The Government endorsed the plan, and now ASC asetand subcontractor, the
Newcastle-based Forgacs, are undertaking to coeftietblock work.

Some blocks will also be built in Spain where th&/B design partner Navantia will
fabricate them under a subcontract to ASC andtbleim to Adelaide.

So, the matter has been resolved and the prograsunimues at a pace.
Costs have been contained and the schedule impaichised.

It may reverberate in the media for a while, buttine media won't tell you is that
the Alliance structure has been strong, decisiwkibansures the project can manage
every element within its direct control.

It ensures accountability and that accountabibsts here in South Australia.
It demands that the private sector work collabwedyi with the Commonwealth.

And it also builds a platform for the future of @éwshipbuilding in Australia by
creating a sustainable shipbuilding capability asthblishing the resources, expertise
and skill base that can accomplish an incredibiyglex task.

Indeed, construction will get underway this weektlba second destroyer. Steel has
already been cut for three blocks and work is uwdgron these blocks inside the
ASC shipyard.
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One commentator said recently that the issue lghAWDs should spark a debate
about whether the nation should be involved in hakigpbuilding.

This is a worthwhile thing to call for. Yet | woufgbint out that this debate has been
underway in Australia for some years.

A number of commentators have been at the forefobrihe argument against the
construction of naval vessels in Australia for sdme.

| welcome their input.

| welcome the questions that come with a projecthef scale of the AWD and the
scrutiny defence projects like this are receiving.

| welcome the opportunity to point out that iroredrom Western Australia has been
transformed into steel at Wollongong;

That accommodation modules are being pre-fabricat@é@smania;

That blocks from Williamstown are being positioned the Geelong wharf for
shipping to Adelaide. A brand new world class shipyhas been built here in South
Australia on time and on budget;

And that our subcontractor in Newcastle is thrivbegause of this very project.
In short, that this is a truly national effort.

To me, the Air Warfare Destroyer contract ticksth# right boxes.

It encourages investment,

It encourages innovation,

It stimulates job growth,

And — it enables a State such as South Austrajéeaipa central role in the defence of
the Commonwealth and for us to demonstrate thatirtiestment by the state is

capable of leading a National Shipbuilding entesgri

| would add, at this point also, that creating gistilding capacity ensures that the
AWD Alliance delivers the right capability to ouitimate customer, the RAN.

This debate is much more complex than “do we” ar'tdwe”.
It's a discussion that must weigh these benefitsmdssessing the impact of projects

such as the AWD contract and the fact that it tesgteople in every State and
Territory across Australia.
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It must measure these benefits against the flatnaegt for never undertaking these
projects and leaving them to governments in otbentries. It must take into
account that there must be more to Australian iigikan the resources boom.

Here in South Australia we have seen defence inggsbw exponentially as a result
of investment by the Commonwealth and State Goventm

Indeed, the level of collaboration between the Comwealth and State Governments
is apparent across industry as well as the edutatid training sectors.

This extends through to support for SMEs and iskimgr to ensure projects like the
AWD contract have the skills and resources to aghgeiccessful outcomes.

So what does the defence industry mean to South Atedia?

From small beginnings, this State has focussed@nigg its defence presence and is
intent on building and maintaining a sustainablieee industry.

The key projects driving this presence are:

»= The $8 billion Air Warfare Destroyer build contraatd AWD Systems
Centre;

*= The $1 billion Orion aircraft maintenance and upigraontract;
= The through life support contract for the Collink€s submarines;

»= The $1 billion Customs Project Sentinel contradtioh is the world’s largest
fixed wing civil maritime surveillance program; and

= The 1,200 personnel mechanised battalion that &éas telocated to
Edinburgh.

South Australia is now the high-technology centre Australia’s defence industry,
with more than $10 billion in contracts — more tlaany other state.

The maritime and electronics sectors representhSAustralia’s core strengths, and
accounts for about 60 percent of DMO'’s total in{tioy spend — some $5.6 billion in

the last financial year alone.

In South Australia, both of these sectors haveadtineand stable base of sustainment
activities and will see activity increase rapidlyeo the next few years, mainly due to

the construction of the AWDSs.

The effect on the State’s GDP is profound. It besn estimated that major defence
and specialist industry-related activities conttébaround $1.20 billion to the State’s

economy and this figure is rising.
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There are some 23,000 South Australians who ateereitirectly or indirectly
employed by the defence sector, with direct spistiaddustry employment projected
to increase by around 4.8 percent per year.

So where can you find this work and what are Soddhstralia’'s primary
breadwinners?

The State’s top four major defence and securitygote are the AWD project, Collins
Class submarine through life support, AP-3C aitcnadintenance and upgrades, and
the Project Sentinel civil maritime surveillancegram.

These projects account for about 40 percent of tdtal defence and industry
contribution to the State’s economy, and about 8&ent of total defence industry
employment.

Specifically, ASC’s Collins Class submarine throuifg support contract is estimated
to directly and indirectly contribute an averages®D million and 1,400 jobs to the
State’s economy per year.

While, over peak years including 2009/10 to 2012th@ AWD project will make an
average annual contribution of some $290 milliod &800 jobs to South Australia’s
economy.

Against the backdrop of a downturn in the Stateltomotive and wine industries,
defence is an industry sector which continues towgiand provide numerous
opportunities for established primes, suppliers ESMnd individuals.

But there are also many challenges involved indiugj and shaping an industry of
this size and scope.

We know how to create the infrastructure in Soutistfalia, take the Techport as a
golden example, we also have the ability to craedt#al capacity.

Our SMEs are first class, provide a world rangdefence related high end skills and

are willing and able to work in a partnered wayyiling great quality to time. They
can do anything and do what to some would seemssible.

| want to focus, however, on one element — growirmur workforce.

Many of you in this room will be aware of the onggidilemma facing the Defence
industry.

| am hardly the first person to talk before an ande about the skills dilemma facing
a company, the defence industry and our nation.

Many chief executives of defence companies areitgphkt the expectations of our
customers and considering how we can meet theiaddmout to 2030.
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We are looking at the pool of talented people & dbmmunity, in our trade schools,
universities, primary schools and high schools, asking ourselves: “How can we
transform a percentage of these people into valoed,term employees?”

At the same time, companies across the sectooanegl very talented, long serving
employees with a wealth of knowledge and experience

There is activity on a number of fronts designedetruit and retain the right people.

As | mentioned earlier, the Commonwealth and S@&beernments have been very
proactive in the skills development area.

From reshaping curriculum in Port Adelaide highaals to funding Masters degrees
at Adelaide University, the focus on boosting €dlinumbers has been intense and

effective.

Ministers, their advisors and government official® seeing the same data we do
from peak bodies such as the Australian Industigu@r

Their actions to date indicate they take the prospka skills gap very seriously.

They have implemented numerous programs so defieicestry companies have a
foundation for growth into the future.

We are grateful for the support yet the challermgesain significant.

An insight into these challenges can be gained ftomsidering ASC’s need to hire
skilled labour for the AWD project.

ASC has more than 29,000 people on its potentiaghl@yee database for the
construction of AWDs. Clearly people believe in elefe and defence projects as a

sought after employment.

These people have registered to work with ASC ydy @ small percentage are
trained or qualified in the areas where we neeshtald employees.

That figure is even smaller when it comes to susfedly navigating selection and
testing processes.

Indeed, it is well below the labour required at lpéavels where pipe welders, pipe
fitters, electricians, sheet metal workers, meatmi@ind boilermakers will be in hot

demand.

So as industry leaders we need to find and pretpbareext generation of welders, the
next generation of boilermakers and data analystsasine engineers.

That is why we are going out into schools and tejlabout what we do at ASC.
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That is why the Commonwealth is putting money iattucation and training across
all levels of the tertiary sector.

That is why the State is focused on building theh:iand science programs at our
schools across the State to ensure we have thegaagtation of engineers who are
ready to pick up the reins when our existing emeé&syretire.

That is why ASC is opening its doors to the publideast twice every year to display
the internal workings of a world class businesg thalds the nation’s most potent

military hardware.

ASC and its partners in the Alliance are also fecusn creating strong working
relationships with our subcontractors and suppliérdarge part of winning on an
international playing field will result from a strg relationship between defence and

industry.

This is about laying the foundations for an indysérhigh end skills industry that will
enable this State to remain the nation’s premiésr= hub.

And it is also about nation building and bringirmgéther the skills available in other
States and Territories to contribute to the ovearafistruction effort.

ASC is doing this with the AWDs and we’'ve done iittwthe Collins Class
submarines. South Australia is leading the way.

Collins is much maligned but by my comparisonss @& very capable fleet supported
by a dedicated team and a pipeline of world clappkers and subcontractors.

The results — from job creation to SME developrard meeting quality outcomes —
were exceptional.

There are few other conventional submarine in therldvthat is capable of
challenging the technical capabilities of the GalIClass.

In the water, these vessels are practically inigsib

ASC’s submarine maintenance operations are deperatermigh end engineering
skills.

The foundations for these skills are production kimnces with trade qualifications
and technical and support staff with post tradeiaer qualifications and a large
number of degree qualified engineers.

It just so happens that the same people are hgghught after in a number of other
growth industries.

The Resources sector is hungry for engineers drautawhere many of the skill sets
are common to shipbuilding and submarine sustaihmen
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We have experienced the difficulties that come whitying to attract qualified
employees in Western Australia where our ASC Westation — and the home of the
Collins submarine fleet — is pitted against thedtige jobs on the Kwinana industrial
strip and a resource sector offering the best ¢mmdi in the world.

So we know what challenges lie ahead for compasigh as our own as South
Australia’s resources sector moves from an emphasisxploration to mining and
production.

Indeed, we are seeing the impact now.

As a Company that can see a growing role in theie industry through to 2030 we
believe these issues can be overcome.

And we've identified ways to ensure our businegliiing in 20 years time.

At ASC, we are focused on working with our privagector partners through the
AWD Alliance.

And we are working hard to address the issue ofleyep recruitment across our
business, working alongside industry, industry ggueducation institutions and, of
course, our employees.

Let me conclude by stating that my leadership o€AS directed towards making the
Company internationally competitive.

| don’'t mean this in the sense that ASC should dikwverseas, but for ASC to be fit
to fight and win work here in Australia.

And, while we are at it, to ensure that ASC is sutajter in the global defence
industry as an employer of choice.

Back in 1987, when ASC was first awarded, the @mttro build six submarines at a
cost of $5 billion there were five employees atfia and Adelaide was little known
in defence circles.

There was no critical mass of technical skillsrdrastructure to begin with.

On the day | arrived in Adelaide it immediately Bew apparent to me that what has
emerged over the last 25 years is a set of comgietelacross our facilities that are
comparable to any.

With strong leadership, our people are world beatin

I may not be the first bloke to stand before aniencke and talk about the challenges
that lie ahead in finding the best employees abkd]anor will | be the last.

But, together with our partners in the Alliance, are grappling with a challenge that
extends beyond the confines of the ASC business.

-8-
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That is — taking a leadership role in helping tddan indigenous defence industry.
This has only been possible because of the skilgaents of Australians.

At ASC we are dedicated to doing our part to enstme next generation of
Australians want to be part of that industry in theure. The South Australian

Government have played a significant part in emgihis possibility.

Thank you



