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Section One

Overview by the Chief of Defence
Force

Over the last 12 months the New Zealand Defence Force (NZDF) has continued its commitment to
whole-of-government multi-agency operational activities within New Zealand’s Exclusive Economic
Zone (EEZ) and the Southern Ocean, as well as helping build peace and stability overseas in
furtherance of New Zealand’s foreign policy goals.

The impacts of the global recession and the tighter fiscal realities New Zealanders face are being
factored into our future planning. It is becoming increasingly clear the Defence Force will be even
more reliant on sound planning and robust reporting systems to target its effort, so we can be sure we
continue to deliver maximum effect.

The contribution that the NZDF is making to New Zealand'’s strategic interests and foreign policy goals
is reflected in our high operational tempo. As in previous years, the level of our operational tempo has
been above that planned for during what was envisaged as a period of restoration. Major missions
continued in the Solomon Islands, Timor-Leste, Afghanistan, the Sinai (Multinational Force
Observers), and Antarctica. Individuals also deployed to United Nations missions in the Middle East,
the Republic of Korea and Sudan.

Peace support missions can only be performed by well-trained and equipped military personnel.
Exercise Cooperative Spirit, held in Germany, demonstrated the NZ Army’s competency in a
contemporary warfighting environment when compared with our closest allies. When independently
measured by other nation assessors and compared to US, UK, and Australian forces, the NZ infantry
company performed exceptionally. Similar results were achieved with the involvement of our Navy and
Air Force in overseas exercises.

It is essential that sufficient resources are allocated to the activities we undertake so that we are able
to sustain our commitments and deliver the level of security our country needs. Accordingly, the NZDF
has set in train measures that will better target resource allocation. For example, the operational
preparedness of force elements has now been adjusted to ensure that we are appropriately ready for
plausible and more likely contingencies. Our priority remains a fully prepared level of readiness for
possible contingencies in New Zealand and the Pacific, as reported in the Statement of Service
Performance section of this report.

Recruitment and retention have been critical issues for the NZDF as we have sustained overseas
deployments and prepared for future operations. Personnel issues have also been a factor as we
acquired new and upgraded capabilities. With the tighter economic conditions in New Zealand,
combined with innovative recruitment and retention strategies the NZDF has implemented, growing
the NZDF is looking more promising. Fewer people are choosing to leave the NZDF. This assists us in
addressing relative experience levels, which remain low in certain operational and technical trades,
and it is recognised that it will take time before these levels can be restored fully.

Our reserve forces continue to play an important role in fulfilling our mission. During the reporting year,
reservists provided the bulk of our personnel in the Solomon Islands and recently increasing numbers
are deploying to Timor-Leste. Other individuals deployed to Afghanistan and elsewhere.
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At the same time that we are managing our serving personnel, including our civilian staff, we are also
assisting our veterans. During the year, Veterans’ Affairs New Zealand became an operational unit of
the NZDF. The NZDF provided a comprehensive submission to the Law Commission’s review of the

War Pensions Act 1954. Along with veterans’ groups, we also supported a number of commemorative
events, including Anzac Day and Armistice Day remembrance services.

In close co-operation with the Ministry of Defence (MoD), we have also progressed our major
equipment upgrade programme across all three Services. Overall, the modernisation of the NZDF's
equipment is a huge step forward for the Services. With this ambitious programme, involving complex
projects with multiple interdependencies, there have been delays, but notable successes during the
year have included the delivery of the inshore patrol vessels for the Navy, the completion of the
upgrade for the Air Force’s two Boeing 757 transport aircraft, and the acquisition of night vision
equipment, new weapon sights and communication equipment for the Army.

From a strategic management point of view, together with the Executive Leadership Team (ELT), |
have turned our attention to ensuring that the NZDF achieves value for money. We have accelerated
change initiatives of the Defence Transformation Programme (DTP). In its first year, the DTP returned
some $45 million that was invested back into our people and capabilities and in helping to keep New
Zealand secure.

My expectation is that in 2010, the DTP will start delivering a new way of conducting logistics support
and a new way of training, managing and leading our people through human resource management
and education and training initiatives. The utility of Headquarters NZDF (HQ NZDF) is also being
improved so that it provides the strategic underpinning an organisation the size and complexity of the
Defence Force needs.

The opportunities are exciting. My primary concern will remain to ensure the ability of the NZDF to
provide effective military response options for the Government. The NZDF is improving its
management processes and will continue to drive the changes necessary, via the DTP, to ensure we
can keep delivering effective military capabilities into the future.

The Government’'s Defence White Paper, expected in early 2010, will be a chance to take stock of
what we have been doing over the past 10 years, and deciding what we need to continue, and what
we need to change over the next 25 years.

In closing, | wish to acknowledge the valued role of all members of the NZDF - military and civilian - as
we move closer to our vision of “Three Services as One Force, being the best in everything we do.” In
particular, | would like to acknowledge the significant contribution made by the recently retired Chief of
Navy, Rear Admiral David Ledson, and Chief of Army, Major General Lou Gardiner during the
reporting period. | also wish to express my gratitude to the families of our personnel, Service-related
organisations, contractors and the wider public who have continued to support and encourage us.

J. MATEPARAE
Lieutenant General
Chief of Defence Force
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Achievements

Contributions to High Level Outcomes

The Government’s overarching goal is to grow the New Zealand economy in order to deliver greater
prosperity, security and opportunities to all New Zealanders. The External Sector” contributes to this
goal in several ways through its:

e activities to reduce or manage the risks to New Zealand from global and regional insecurity and
trans-national threats (a critical precondition underpinning economic growth and social well-being);

e aid to promote the security and sustainable economic growth of developing countries, especially in
our region;

e contributions to the development of international rules for dealing with global issues and promoting
the conduct of international trade and commerce;

e work to increase the competitiveness of New Zealand business; and

e initiatives to assist the flow of people, capital, trade, technology and ideas to New Zealand to build
a more competitive resource base for the economy.

The world economy is currently facing its biggest challenge in 80 years, with global economic growth
and world trade in sharp decline. The departments in the External Sector will give priority to
maintaining New Zealand'’s security and managing New Zealand’s international relations through the
recession, and ensuring New Zealand is well placed to take advantage of the eventual recovery. Each
department will also give high priority to improving the value for money received from the resources
appropriated in its Votes.

The NZDF's contribution to the External Sector is through the main Defence Outcome of “New
Zealand Secure and Protected from External Threats Now and in the Future.” This is reflected in the
following tasks:

e securing New Zealand, including its people, land, territorial waters, EEZ, natural resources and
critical infrastructure by contributing to the whole of government efforts and support to multi-
agency operations and tasks involving disaster relief, resource protection, international and local
crime, security and intelligence as well as ceremonial and other support to government; and

e reducing risks to New Zealand from regional and global insecurity and participating in regional and
international security systems by the conduct of a wide range of military operations overseas as
well as international confidence building exercises and military diplomatic tasks, which include a
network of military adviser and attaché staff serving overseas.

! The External Sector consists of six votes, which are administered by four departments — the New Zealand Defence Force, the
Ministry of Defence, the Ministry of Foreign Affairs and Trade, and the New Zealand Customs Service. These departments are
collectively responsible for managing most of New Zealand’s official relationships with the rest of the world and protecting its
security and beyond the border.
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At any given time the NZDF has deployed between 400 — 1,000 personnel, on more than 10 different
operational missions around the world in support of New Zealand’s security. The most significant
recent missions are predominantly Army elements in Timor-Leste, the Solomon Islands and
Afghanistan, which almost equate to a light infantry battalion-sized group. From time to time, Air Force
elements — including C-130 Hercules aircraft - provide resupply and rotation support to currently
deployed forces. Various Navy and Air Force elements are involved in providing support to multi-
agencies in and around New Zealand.

On a day-to-day basis in New Zealand, the force elements of the NZDF also train to be ready, if and
when required by the Government, to ensure New Zealand’s security. Preparedness for operations,
wherever and whenever they may be, is the overriding requirement of the NZDF.

The NZDF, through Veterans’ Affairs New Zealand, also contributes to the External Sector by ensuring
veterans are recognised for their service and that the impacts of service on veterans and their
dependents are monitored and addressed. The Government’s intent, underpinning policy related to
veterans, is “Respecting Veterans, Honouring Service.”

The main Defence outcome is achieved through the four Defence Intermediate Outcomes of:

e Secure New Zealand, including its people, land, territorial waters, EEZ, natural resources and
critical infrastructure.

e Reduced risks to New Zealand from regional and global insecurity.

o New Zealand values and interests advanced through participation in regional and international
security systems.

e New Zealand is able to meet future national security challenges.

A representation of contributions provided by the NZDF during the year against these intermediate
outcomes is provided below.

Intermediate Outcome 1:

Secure New Zealand, including its people, land, territorial waters, exclusive economic zone,
natural resources and critical infrastructure

Secure New Zealand

This intermediate outcome is divided into the sub outcomes of:

e Protected from Terrorism.

e Protected from Transnational lllegal Activities.

e Protecting Persons and Infrastructure from Civil Instability and Disasters.

All three Services maintained a capability to assist with counter terrorist responses by providing
logistical support and surveillance standby capabilities. A Counter-Terrorist Group continued the ability
to assist the NZ Police in counter-terrorist operations, including maritime counter terrorism.



NEW ZEALAND DEFENCE FORCE ANNUAL REPORT

The NZDF demonstrated its ability to work closely with a range of agencies in protecting New Zealand
from illegal activities. The Navy and Air Force conducted regular surveillance patrols of our EEZ and
the Southern Ocean. The NZDF continued to support the New Zealand and United States Antarctic
programmes and provided terminal and logistics support at Christchurch, McMurdo Station and Scott
Base, as well as C-130 Hercules flights.

Personnel from all three Services were ready at designated degrees of notice to assist with natural
and manmade disasters within New Zealand. (See the table in the section on Services in Support of
the Government and the Community for more details.)

Intermediate Outcome 2:

Reduced Risks From Regional and Global Insecurity Through:

A Secure, Peaceful and Stable Australia

The Anzac relationship has long been our most significant defence partnership. Both the Australian
and New Zealand defence forces have continued to invest in joint training, interoperable equipment
and shared doctrine. This has been reinforced during the reporting period by our combined efforts in
regional peacekeeping in Timor-Leste and the Solomon Islands, and participation in numerous
exercises and support activities, including those mentioned below.

During July 2008, a P3-K Orion aircraft and crew took part in Exercise Kakadu in Darwin. This is an
annual, two-week exercise primarily based on anti-surface warfare aimed at developing interoperability
among participating countries. As well as New Zealand, units from Australia, Japan, Malaysia,
Indonesia, Papua New Guinea, France, and Thailand took part in the exercise.

NZDF personnel, artillery guns and ammunition, Iroquois helicopters, a P-3K Orion and a C-130
Hercules deployed to Townsville during October 2008 to take part in Exercise Swift Eagle. The
exercise involved practising tactical planning, deployment procedures and interoperability with the
Australian Defence Force (ADF).

HMNZS Te Kaha was involved in exercises around the waters of Western Australia over the period 17
November — 5 December 2008. This was a valuable opportunity to not only share operational
capabilities, but provide benefits to both navies in developing and improving skills.

Five New Zealand Defence Force fire-fighters headed to Melbourne on 13 February 2009 as part of
the National Rural Fire Authority contingent to assist Australian fire crews as they battled the bushfires
in the state of Victoria. The New Zealand fire-fighters, including those from the NZDF, departed
Auckland aboard a RNZAF Boeing 757 aircraft.

A Secure, Peaceful and Stable South Pacific

Along with Australia, New Zealand takes a lead role in promoting peace and security within the South
Pacific, which extends out as far as Timor-Leste. The NZDF continued to provide peacekeeping,
bilateral military engagement, the Mutual Assistance Programme (MAP) (professional development for
disciplined forces in Asia-Pacific), EEZ surveillance, search and rescue, and stand-by capabilities for
disaster relief.

The NZDF continued to contribute military personnel to the Australian-led International Security Force
(ISF), and the United Nations Interim Mission to Timor-Leste (UNMIT), as well as having training and
advisory staff embedded in the Timor-Leste Defence Force under the MAP.
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During October 2008, the RNZAF's 3 Squadron Detachment of two Iroquois helicopters and crew
returned to New Zealand after an 18-month long mission in Dili, Timor-Leste.

The NZDF sustained a platoon of soldiers to the Regional Assistance Mission in the Solomon Islands
(RAMSI). The contingent performed regular patrols, liaised with locals, assisted RAMSI police in
downtown Honiara and helped with external security at Rove Prison.

Eight NZDF personnel joined the United States Nursing Ship Mercy to provide medical support to the
people of Papua New Guinea as part of Pacific Partnership 08 — a humanitarian and development
mission. Working alongside military personnel from 13 other nations, the NZDF medics undertook
surgical procedures and primary health care activities around Port Moresby.

Navy, Army and Air Force personnel were also involved in Exercise Tropic Twilight supporting a
NZAID-led humanitarian mission in the Cook Islands.

HMNZS Resolution, the RNZN'’s offshore survey vessel, deployed to Tonga, Samoa and the Cook
Islands for a three-month survey task to update navigational charts, some of which were dated as far
back as 1898.

A Secure and Stable Asia-Pacific Region

In promoting a secure, stable Asia-Pacific region, the NZDF has continued with regular contact and
dialogue, assistance, confidence-building measures, conflict deterrence, and ongoing support to
regional security arrangements.

The NZDF hosted contingents from the armies of the Five Power Defence Arrangements (FPDA) —
New Zealand, Singapore, the United Kingdom, Malaysia and Australia — at an exercise in Burnham
Camp, near Christchurch during September 2008. Exercise Suman Warrior 2008 was a Command
Post Exercise based on an asymmetric, non-conventional and complex operational environment.

HMNZS Te Mana and a P3-K Orion aircraft participated in Exercise Bersama Lima — the annual FPDA
combined maritime/air exercise held in Malaysia and Singapore.

During January - February 2009, the Singapore Armed Forces (SAF) conducted their annual artillery
exercise in Waiouru alongside the 16th Field Regiment of the NZ Army. Exercise Thunder Watrrior is a
collaborative live-firing exercise that involves about 500 personnel from the SAF and a single six gun
battery-sized unit from the 16th Field Regiment.

A More Secure and Stable World

The NZDF contributed to this outcome through the delivery of annual outputs that provide
contributions to collective security operations, peacekeeping, and peace-enforcement conducted by
the United Nations and other relevant multinational agencies.

NZDF personnel continued to serve in United Nations missions in Iraq, Israel, Sudan, Syria, Egypt,
and the Republic of Korea.

The NZDF commitment in Afghanistan is an important element in New Zealand’s contribution to
international state-building efforts in assisting Afghanistan to meet its significant security, political and
developmental challenges. NZDF personnel currently operate in Afghanistan under the NATO-led
International Security Assistance Force (ISAF) mandate. The NZDF currently leads the Bamyan
Provincial Reconstruction Team (PRT), provides key staff to ISAF HQ, assists in training the Afghan
National Army, and contributes to the United Nations Assistance Mission to Afghanistan (UNAMA).

10
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In addition, NZDF medical staff, in conjunction with United States military medical staff, have run some
very worthwhile medical training throughout the province. RNZAF C-130 Hercules aircraft and crews
continued to provide strategic airlift support flights to and from Afghanistan.

During September 2008, HMNZS Te Mana returned to New Zealand after spending three months
carrying out approach and assist visits in support of maritime and security operations in the Central
and Southern Persian Gulf. These operations were aimed at promoting the free flow of commerce,
protecting infrastructure and countering terrorism, piracy and drugs, arms and people smuggling.

A 172-strong contingent from 2/1* Infantry Battalion based at Burnham participated in an army training
exercise with forces from Australia, Britain, Canada and the United States. Exercise Cooperative
Spirit, held in Hohenfels, Germany, provided an opportunity to engage in training and to test
interoperability with partners across a range of conventional military and peace-keeping operations.
The exercise enhanced skill levels and allowed NZDF personnel to share experiences and knowledge
gained from peacekeeping operations in Timor-Leste, Solomon Islands and Afghanistan.

Intermediate Outcome 3:

New Zealand Values and Interests Advanced Through Participation in Regional and
International Security Concerns

This intermediate outcome is divided into the sub-outcomes of:
« Collaboratively Develop and Shape the International Security Order.
- Effective Participation in the International Security Order.

In concert with other relevant government agencies, the NZDF supports this outcome through a range
of activities, including participation in confidence-building, defence diplomacy and coalition-building.

Contributions to this outcome during the reporting year included the following:

Ongoing support was provided to UN missions (for details on these see section on Output Expense 16
— Operationally Deployed Forces).

The NZDF played a significant role in a New Zealand-hosted, multi-agency, Proliferation Security
Initiative (PSI) Exercise in September 2008. Exercise Maru was designed to test and demonstrate the
legislative, policy and operational capabilities of New Zealand and its PSI partners to respond to the
movement of suspected weapons of mass destruction material. Twenty seven countries either
participated in, or had observer status, in the exercise. New Zealand was represented at various PSI
Operational Experts Group meetings by an interagency team comprising officials from the NZDF,
Ministry of Foreign Affairs and Trade, and the New Zealand Customs Service.

The NZDF was represented at the ASEAN Regional Forum (ARF) Intersessional Group and Defence
Dialogue meetings in Singapore (October 2008) and Seoul (April 2009), In addition, a Defence official
attended the ARF Senior Officials Meeting and Security Policy Conference in Phuket, Thailand in May
2009. CDF Nz attended the Pacific Chiefs of Defence Conference in Bali, Indonesia in November
2008, and he also attended the Five Power Defence Arrangement (FPDA) Chief of Defence meeting
held in Putrajaya, Malaysia in February 2009. The NZDF was also in attendance at the triennial FPDA
Ministers Meeting in Kuala Lumpur in June 2009.

The standing of our defence relationship with Singapore was enhanced with the signing of an
Arrangement on Defence Cooperation.

11



NEW ZEALAND DEFENCE FORCE ANNUAL REPORT

The NZDF provided a Boeing 757 aircraft to participate in an ARF Voluntary Demonstration of
Response (disaster relief) held in Central Luzon, Philippines in May 2009. This aircraft also
transported the Australian and PNG patrticipants to the Exercise. A NZDF officer participated in an
ARF Intersessional Meeting on Disaster Relief in Bandar Aceh, Indonesia in December 2008.

A NZDF officer co-chaired an ARF Intersessional Meeting on Maritime Security, which was co-hosted
by New Zealand, Indonesia, and Japan in Surabaya, Indonesia in February 2009. A second meeting,
co-hosted by the three countries, will be held in New Zealand in early 2010.

The NZDF was represented at the Quadrilateral Defence Coordinating Group (QUADS) operational
working group meeting held in Hawaii in November 2008. The QUADS allows New Zealand to engage
with the US, Australia and the French Armed Forces in New Caledonia to achieve better operational
coordination and calibration of military training programmes in the Pacific region.

During the reporting period, the NZDF also contributed to various interoperability, standardisation and
technical co-operation meetings and programmes, and other forum workshops.

The NZDF also participated in the MAP (see Output 15.1 for more details on this contribution.)

Intermediate Outcome 4:

New Zealand Able to Meet Future National Security Challenges

The NZDF’s contribution to this outcome has been to undertake planning for the future, especially for
sustainable future capability requirements. The process used to manage this is included in the
Capability Management Framework (CMF). The NZDF and the MoD use a suite of planning aids,
including strategic guidance, decision support tools, strategic assessments, capability goals matrices
and research/lessons learned. These are all defined in detail in the CMF, which is currently being
updated to reflect new capital asset management requirements.

As part of Defence Review 2009, an analysis is being undertaken of the NZDF's future capabilities and
force structure. The NZDF is also working with the MoD to develop an integrated cost model of all
NZDF expenditure (both operating and capital), as well as an output-forecasting model for NZDF force
element availability.

In addition, the NZDF has encouraged innovation and high standards in education and training;
promoting a healthy defence industry in New Zealand; maintaining the security and well being of all
New Zealanders through supporting the NZ Police, the NZ Customs Service, Ministry of Fisheries,
Ministry of Emergency Management, Civil Defence and other agencies; assisting Veterans groups;
providing courses for the Limited Service Volunteer (LSV) Scheme (see Output 15.3); and supporting
the NZ Cadet Forces (see Output 15.2).

12
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Strategic Performance

The NZDF uses a strategic management system for corporate level reporting against strategic
objectives. These objectives are supported by annually updated strategic initiatives. Progress during
the year against the four main strategic objectives is shown below.

Current: Sustain current operational commitments

All operational commitments and support to Multi-Agency Operations and Tasks (MAO&T) were
successfully met. Navy delivered most outputs to the level agreed to, subject to the delivery of new
patrol vessels. Support to MAO&T was achieved using existing force elements. Army effectively
sustained current operations in Timor-Leste, Solomon Islands and Afghanistan. Air Force was able to
support operationally deployed forces and MAO&T through effective management of taskings.

Future: Be ready to meet the Government's next request

Ensuring the NZDF is able to provide effective military response options for the Government is a
priority. The greatest challenges to achieving this objective come from the introduction into service of
new capabilities, which means at certain times platforms may be unavailable as they are yet to be
embedded; and from a high operational tempo, which by definition means NZDF people and
equipment are already committed elsewhere.

Navy. The introduction of six new patrol vessels mitigates the reduced availability of Anzac frigates out
until 2014, due to their Platform Support Upgrade (and the Self Defence Upgrade, if approved).

Army. Army has developed troop rotation plans to effectively sustain current operations in Timor-
Leste, Solomon Islands and Afghanistan into the future. As sustaining these concurrent operations
would affect the response options Army was able to provide the Government, Army has identified a
range of capabilities (mainly non-sustainable) which it can provide.

Air Force. The introduction of the NH90 medium utility helicopter will address the operating limitations
of the ageing Iroquois fleet.

(Refer to the Statement of Service Performance section for further details on force element
preparedness.)

Ensure we have the people we need

Total personnel numbers have increased in all three Services. This is a result of recruiting initiatives
and recent significant reductions in attrition rates. However, there are still challenges within critical
trades and at certain experience levels. The Services have responded by implementing initiatives
targeted at specific critical trades, including Navy marine technicians, Army logisticians and Air Force
avionic technicians. Initiatives include the introduction of the new military remuneration system, use of
reserves, lateral recruitment, and reviewing trade structures.

Equip our forces to meet current commitments and be ready to meet the Government’s next
request

During the year, Navy continued with the operational release for the multi-role vessel HMNZS
Canterbury and took delivery of four new inshore patrol vessels. Delays in the delivery of the final two
vessels that form Project Protector, the two new offshore patrol vessels, are currently being managed.
Army has sufficient equipment to sustain current operations, and during the year purchased additional
night vision and communications equipment to enhance capability. Purchases of water treatment
equipment, combat engineer tractors and a new gap crossing system are also planned in the future.

13
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During the year, Air Force successfully introduced into service the upgraded Boeing 757 aircraft and
an ongoing review is being conducted into the supportability of Seasprite helicopters. Although there
have been some delays by contractors working on other Air Force capability upgrades, the aim is that,
by 2014, the RNZAF will have introduced 28 new or upgraded aircraft across its six fleets.

Defence Sustainability Initiative

In 2005 the Government of the day announced a Defence Sustainability Initiative (DSI) and Defence
Funding Package (DFP) to underpin the achievement and sustainability of its defence policy
objectives. The DFP reflected a commitment to inject $4.6 billion over 10 years to develop military
capability and organisational capacity in the NZDF. The objective of the DSI was to enable Defence to
rebuild capacity and capability and to fulfil government’s goal of achieving a modern, sustainable
defence force matched to New Zealand’s needs. The priorities for the DSI were the restoration of
personnel numbers, delivery of projects on the Long-Term Development Plan (LTDP)? and
improvements in Defence’s organisational capabilities.

Deployment Capability

The NZDF retained and grew its ability to meet operational commitments at a level much higher than
originally anticipated by the DSI. Deployment commitments at the commencement of the DSI
represented 11.7% of the Regular Force (RF). The NZDF has retained, increased and sustained the
ability to deploy personnel on operations beyond this level peaking at 17.2% of the Regular Force in
2007/2008 and averaging around 14% throughout the DSI period. The inherent trade-off between
deployments and operational preparedness has slowed the recovery of corporate and military
capability.

Personnel

The DSl intended to increase RF and NZDF Headquarters personnel numbers, correct shortages of
critical trades and reduce attrition. In large part, this has been achieved. As at 30 June 2009, total RF
numbers were below the DSI target of 9,859 by just 157, or 1.6%. Personnel levels within each
Service were marginally below their DSI targets with Navy short by 91 (4%), Army by 52 (1%) and Air
Force by only 14 (0.5%).

RF numbers have increased by over 400 from the last reporting year and recruiting success is now
approaching 100% of targets. The RF annualised attrition at 11% is around a 3% reduction from the
last reporting period. The reduction in attrition can in part be attributed to the military remuneration
project under the DSI that aims to provide relativity with equivalent professions in the wider
community. The impacts of the current fiscal environment, while difficult to quantify, should not be
underestimated in achieving recruitment and retention targets.

Projections indicate attrition will continue to fall and with that a reasonable expectation that DSI targets
will be reached. Indeed, with improved recruiting and lower attrition rates the emphasis within
personnel planning has now shifted even more so to addressing the impact within critical trades.

The NZDF has equal employment opportunity policy and procedures in place to ensure fairness and
equity of opportunity for employees. During the reporting period, all equity policies were reviewed and
rewritten and equity awareness training was delivered to more than 500 military personnel and civilian
staff.

2 The LTDP will be examined by Defence Review 2009 and will be replaced, in due course, by a new capital acquisition plan.

14
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Organisational Capability

The organisational capability of both the NZDF and the MoD is being strengthened through the
achievement of projects within the DSI. Since the completion of the Defence Capability and
Resourcing Review, the NZDF and MoD have implemented a range of initiatives to improve
management processes and frameworks.

Within the NZDF, governance processes have been expanded and strengthened to include
responsibilities for strategic planning and organisational support.

Under the DSI, the NZDF was expected to complete 16 projects to restore capability. At the time of
writing, nine of the projects are complete, with the remaining seven substantially complete - pending
the outcomes of Defence Review 2009.

Delivery of projects within the major capital plan continues to challenge the MoD and NZDF. Whilst
addressed elsewhere within this report, delivery of Project Protector ships is pleasing and Air Force
projects are progressing. Key achievements during the year included delivery of the Navy’'s new
inshore patrol vessels, the completion of the upgrade of the Air Force’s second Boeing 757-200
aircraft, and acquisition of night vision equipment, new weapon sights, combat service support
equipment and a variety of communication equipment for the Army.

Work also commenced at Ohakea to provide facilities for the new helicopter fleets, and the
Government decided to retain Whenuapai as an operational base. Funding for remedial work at
Whenuapai has been provided with restoration of the runway and taxiways as the first priority. Work is
also underway to upgrade and integrate Defence’s digital communications. In September 2008,
Defence updated its LTDP, which identifies major capability requirements.

The emphasis has now shifted to the operational release of new capabilities, whilst at the same time
sustaining deployments at the current level.

The NZDF and the MoD continue to work together to improve their capability selection and equipment
acquisition systems. These include improving Defence’s CMF, implementing new government-wide
capital asset management requirements, implementing the findings of the review of the safety and
functionality of HMNZS Canterbury (the Coles Review), and collaborating with the Office of the
Auditor-General to improve reporting on the progress of major defence acquisition projects.

An independent review of procurement (both capability and process) will be undertaken as part of
Defence Review 2009.

Future of DSI

In a letter to the Minister of Defence in December 2008, the Minister of Finance reiterated the
Government’s intention to unwind the previous Government’s unfunded commitments. This included
the Defence Funding Package pre-commitments — both operating and capital. In particular, the
Minister of Finance indicated his firm intention to remove the LTDP capital pre-commitment, and the
planned future increases to the operating budget beyond 2009/10. The Defence White Paper will set
the Government’s defence policy. Future capability development and resourcing commitments will
await the outcome of that process.

The Minister of Defence agreed that these decisions effectively bring the DSI to an end as a distinct
programme. Defence will continue with the acquisition and upgrading of major items of military
equipment to which the Government is already contractually committed and continue with certain
initiatives aimed at developing organisational and management capability.
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Defence Transformation Programme

The DTP is a comprehensive, Defence-wide change programme, supported and endorsed by the
Chief of Defence Force and the ELT. Its vision is to have: “A single organisational approach enabling
simpler and better support functions to the three Services and Operations”. This means that support
functions will be driven by Defence priorities, with regard for Service specific requirements. By
identifying better processes and simpler structures that reflect a single organisational approach, the
DTP aims to free up resources to invest back into the front line.

During 2008 the DTP successfully placed military personnel on their new remuneration sector, tier and
step, marking a significant step toward a more flexible and employment market responsive pay
system. The DTP also met cost savings targets and completed a comprehensive review of scope and
deliverables.

As a whole, the DTP will be looking at:

e ways to align consistent priorities, strategies, policies and processes;

e using modern support tools and technologies;

e leveraging commercial support arrangements;

e improving levels of personnel competency, continuity and retention; and
e reducing overheads by removing duplication, where practical.

The three DTP streams are the Human Resource Management Change Programme, the Logistics
Change Programme, and the Headquarters Change Programme.

Progress

The DTP will be vital in helping the Defence Force to weather the current financial storm and prepare
for the eventua