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Executive summary

4 ACIL Allen was engaged by Defence West to undertake an economic impact
assessment of the potential movement of Collins class submarine Full Cycle Docking
(‘FCD’) to Western Australia.

ECONOMIC IMPACT OF FULL CYCLE DOCKING OF COLLINS

CLASS SUBMARINES IN WESTERN AUSTRALIA

A4 The economic impact assessment will help Defence West explain the benefits of this

movement by estimating the long term benefits to the state’s economy over the facility’s Real income impacts

productive life in terms of the impact on output (Gross State Product), real incomes, and J\;’;a'e':‘;‘r’]fgzat’;::zts$ g;;’:"

employment (FTE basis). The modelling has been completed in ACIL Allen’s Input Pm?its and other mixed income: $2.3bn '
Output (I0) framework. =

Real income benefits reflect an increase in

4 Due to the confidential nature of Defence spending, this report is based on a range of L R R ol D E F E N c E
assumptions made by ACIL Allen and Defence West, and two scenarios (a High and Low
scenario) have been modelled. The assessment has been based on a combination of WEST
publicly available summary information from the Australian Submarine Corporation

Real output impacts

(‘ASC), proprietary ACIL Allen information on the composition of expenditure, and Total Gross State Product: $8.4bn

information and assumptions made by Defence West with respect to the timing of Average Gross State Product: $557m p.a.

particular activities. The scenarios reflect ACIL Allen and Defence West's best estimates Real consumption impact: $2.0bn °

of the potential scale of impact associated with moving FCD to Western Australia on the | s 2086 0800t i AN I o1 .

current available information. 4% boost to WA’s manufacturing industry

4 Overall the economic impacts of FCD and Life of Type Extension (‘LOTE’) in Western
Australia are substantial (see right). However, they do rely on ASC moving a significant
operational workforce from South Australia to Western Australia. The benefits could be Total employment impacts o

. P : Annual average jobs: 2,278 FTE jobs
enhanced with greater participation in the Defence supply chain. Employment multiplier: 2,57 .

. L Peak employment (FY36): 3,084 FTE job
4 ACIL Allen recommends a follow up study is commissioned, in conjunction with relevant eak employment (FY30) ==

parties to ensure access to detailed information. This would allow for an assessment to fg; e‘ﬂ}t/ 100/ ‘.”f"){ Asvgjotbs ”l‘efetafl? e
be completed based on relevant operational plans and considerations. adariona: jobs for ywestern Austraians
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Scope of works and key terms

ACIL Allen scope of works Key terms

4 ACIL Allen was engaged by Defence West to undertake an economic impact
assessment of the potential movement of Collins class submarine FCD to Western T Definition
Australia.

o _ . _ A measure of the size of an economy
4 The economic impact assessment will help Defence West explain the benefits of , :
Gross Gross product is a measure of the output generated by an economy over a period of

this mOV,emlent[ by estimating the long term benefits to the state’s economy over the productor  time (typically a year). It represents the total dollar value of all finalised goods and
program’s life in terms of the impact on output (Gross State Product), real incomes, | gconomic ~ Services produced over a specific time period and is considered as a measure of the

and employment (FTE basis). The modelling has been completed in ACIL Allen’s output size of the economy. At a national level, it is referred to as Gross Domestic Product
Input Output (10) framework (GDP); at the state level, Gross State Product (GSP); while at a regional level, Gross
Y p - Regional Product (GRP).
4 The assessment has been based on a combination of publicly available summary , , o
information from the Australian Submarine Corporation (‘ASC), proprietary ACIL A measure of th_e welfare of residents in an economy through their ability to purchase
Allen information on the composition of expenditure, and information and goods and services and to accumulate wealth

Real income measures the income available for final consumption and saving after

assumptlons made by Defence Wes:[ with respect JEO ’_[he timing of partlcglar Real income  adjusting for inflation. An increase in real income means that there has been a rise in the
activities. These are known as the direct economic impacts of the project. capacity for consumption as well as a rise in the ability to accumulate wealth in the form
, , . , ) of financial and other assets. The change in real income from a development is a
4 This report takes the direct economic impacts derived from this report and measure of the change in the economic welfare of residents within an economy.

estimates the indirect and total economic impacts of the project on the WA
economy over the project’s life using ACIL Allen’s Input Output modelling

The number of full time equivalent job years created as a result of expenditure in the
framework.

Employment ¢ conomy, which includes direct and indirect (flow-on) employment.

A4 The impacts will be measured in terms of the direct and indirect impact on output Real employment is measured in job years. A job year is employment of one full ime

(GDP, GSP), incomes and employment (full time equivalent basis). Jobyears  equivalent (FTE) person for one year. Alternatively in can be expressed as one 0.5
FTE person for two years.
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Modelling framework

Modelling technique

4 ACIL Allen was engaged to complete this economic
impact assessment using ACIL Allen’s proprietary Input
Output (I0) modelling framework.

A In general, CGE modelling is preferred to 10 modelling
as CGE modelling allows for the dynamic adjustment of
resources across the economy to their most productive
uses. In an economy there are a finite number of
resources (land, labour, capital) with limited flexibility,
and so when a new project emerges it takes some of
the resources being utilised by other existing
components of the economy. This is called the
“‘crowding out effect”. CGE modelling also treats new
capital expenditure as an increase in the productive
capacity of the economy (ie it creates new resources),
which can offset some of the crowding out effect.

4 By contrast, |10 modelling does not consider crowding
out. It assumes there are constant returns to scale,
which means the economy has an unlimited capacity to
respond to additional economic activity.

4 CGE modelling is often the preferred modelling
framework of ACIL Allen, and key economic
agencies such as WA Treasury. However, in this
instance, ACIL Allen considers an |10 approach is

4 Given this, ACIL Allen is confident an |0-based study is

adequate for Defence West's needs. This is principally Use of scenarios

due to the Defence industry existing somewhat

separately to the rest of the economy, with specialist -
infrastructure, manufactured goods and services,

human capital and funding from the rest of the

economy. In addition, this particular project reflects the
transfer of existing planned spend from South Australia

to Western Australia. As such, the potential for this 4
activity to lead to crowding out in the Western

Australian economy is more limited than a regular

study of this kind.

fit for purpose and can adequately demonstrate the
potential indirect economic benefits of moving Collins
class submarine FCD to Western Australia.

Due to the confidential nature of Defence spending,
there was limited access to information for this study.
As a result, this report is based on a range of high level
sources and assumptions made by ACIL Allen and
Defence West.

There was a data gap in relation to the source of
supply, which reflects where the goods and services
purchased to support the activities of ASC in its role at
FCD and LOTE head contractors.

4 To mitigate this, ACIL Allen has modelled two scenarios

in the 10 framework, being:

= a“High” scenario, where it is assumed a high proportion
of the materials and services expenditure of ASC flows
to Western Australian businesses, and

= a“Low” scenario, where it is assumed a low proportion
of the materials and services expenditure of ASC flows
to Western Australian businesses.

The scenarios reflect ACIL Allen and Defence West's
best estimates of the potential scale of impact of
moving Collins class submarine FCD to Western
Australia. The assumptions and their limitations are
detailed further in this report.
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Data sources

4 Data with respect to Defence spending is difficult to source at the level typically required to Figure 1: ACIL Allen Assumptions Framework KEY
complete an economic impact assessment. This is due to the confidential nature of the activities,
and that the expenditure is generally either Government-to-Government or
Government-to-private business.

Data: ASC Income Statement

Subcontractor

ASC materials | Data: CCSM Sustainment Budget |

(OPEX) Subcontract%
Spend by Spend by
(1) (2 ASC Contractors
Subcontractor
(2)

ASC labour Subcontractor @ ©

(2)
(OPEX) Total spend by Composition of
ASC per head || assumptions from
contracts for FCD| |Defence West and

4 ACIL Allen has worked with Defence West to produce estimates of the forecast capital and
operational spend associated with ASC’s Collins Class infrastructure facility, as well as the R
operational expenditure required to undertake Full Cycle Docking and Life of Type Extension (CAPEX and OPEX)
activities once vessels are at the facility.

A There are three primary sources for CAPEX and OPEX data: L

= Information provided by Defence West with respect to the capital requirements for an FCD-ready facility 1) () Subcontraclor
2)

e mmmsmsmccscmcscsssssscssss s cscs s see——————

= Successive ASC Annual Reports, which provide an overview of the total expenditure of ASC in its and LOTE ACIL Allen
activities as the head contractor for Collins class submarine sustainment C
= ASC 2016-17 annual report, which announced ASC had received contracts for FCD and LOTE for the Figure 2: ASC FCD and LOTE schedule

CCSM through to the end of the vessels’ lives in the mid-2030s
= Existing knowledge and understanding of the nature of both marine infrastructure and the composition of
Defence spending gathered from previous engagements

AMC area is vacated

4 The analysis of the direct impact of FCD and LOTE activities is based on a number of for ASC expansion
assumptions in lieu of actual data being made available for this study. The assumptions ASC AMC build
framework is presented in Figure 1. HVAS Rankin -

4 The Department provided ACIL Allen with a planned work schedule as part of CCSM FCD and HMAS Famcomb -
LOTE, which has been included in Figure 2. The timing of each program determines the timing of HMAS Collins -
expenditure associated with the two maintenance programs. Where LOTE is denoted, the vessel HVIAS Waller -
also undergoes FCD.

HMAS Dechaineux -
HMAS Sheean -
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Full Cycle Docking in Western Australia

A4 Full Cycle Docking is an extensive maintenance and Figure 3: Defence West’s case for Full Cycle Docking in Western Australia

upgrade refit program, typically involving thousands of
tasks over two years, which each submarine rotates
through after a decade of operational service. During
the program, a submarine’s hull is cut in half to remove
the main motor and diesel engines for servicing, before
re-assembly. Additional services are conducted on the
vessel over the two years, including the future Life of
Type Extension works which will further upgrade the
technical and weapons systems of the vessels.

== The potential to move FCD and capitalise on the flow on benefits of a larger

~~ and increasingly capable workforce is underpinned by the unique aspects of

— the Henderson precinct. The common user facilities and industrial area was

" established by the State Government in 2003 to enable WA industry to capture
- activity that would otherwise have been undertaken overseas. The utilisation of

. waterfront land adjacent to the heavy industrial area has facilitated industrial

activity while stimulating the WA economy (with the precinct's heavy

involvement in oil and gas construction). This co-location of both Defence, oil

and gas, and other industries also allows for economies of scope and

4 The activities are currently conducted at ASC Osborne

; ; ; ;  innovation in the industrial hub. The State Government has outlined its goal for WA to be the pre-eminent base for all
gaval Shlpyalﬁl Ig SOUth Austtral::?] With the f Defence operations in the Indian Ocean by 2030. By becoming the principal location for all submarine maintenance and
ommonwea overnment In the process o sustainment it takes the first step to achieving this goal, and expands operations at Henderson.
developing the Attack class submarine and Hunter class , . . . .
. . - g There are a number of reasons why FCD being conducted at Henderson is beneficial to the nation and Defence’s ability
frigate, there is a strong possibility the current facilities o conduct its work. This includes:

in South Australia will not be able to cater for Collins »  there is a significant risk there will not be enough capacity or required workforce to build the Attack class submarine,
class submarine sustainment activities in addition to the Hunter class frigate, and sustain CCSM at Osbome;

 itwill allow for easier retention of the specialist CCSM sustainment workforce by locating them in WA and minimising

new builds. the risk of workers jumping ship to the Attack class submarine and Hunter class frigate projects;
 itco-locates all Collins class maintenance and sustainment, providing economies of scope and scale; and
A Moving Full Cycle Docking to Western Australia has a  the move allows for co-location of sustainment workers with submariners (who are all based on the west coast). This
. . . . . may lead to additional synergies and improved capability —particularly as LOTE may significantly change the
number .Of strateglc beneflts, WhICh are ldISCUSSGd Ina submarine systems for operators and require their ongoing input in design. °
companion report. The economic benefits are related to .
the direct impact Of ASC’S expenditure to facilitate Full Overall, in the State’s view, there is a significantly strong case that moving FCD to WA is in the national interest and

. . . . allows for more efficient Defence operations
Cycle Docking, and the indirect impact of materials, :
supplies and services purchased from members of the b

Defence supply chain in Western Australia. 33333
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Direct economic activity (1/6): Facility CAPEX and OPEX 4 4

Figure 4: ASC Facility CAPEX and OPEX, real 2019 dollars, $m per annum ASC facility capital and operating expenditure

80
560m 4 The total capital expenditure associated with the expansion of ASC is

= Facility maintenance $220 million. It is assumed the facility will take three years to build,

$70m and be operational in time for the FCD of the HMAS Rankin in
2024-25.
® CAPEX(ASC) 4 ACIL Allen’s previous work suggests the annual operations and
$60m maintenance of a facility of this nature can be anywhere between two
and four per cent of the capital value of the facility. As no actual
Facility OPEX information is available ACIL Allen has assumed a three per cent
$50m ratio for maintenance expenditure. The facility’s OPEX is a product of
the number of personnel required to operate ASC facility on a day to
day basis, in roles such as security and site management. No data
$40m on this has been forthcoming, and so ACIL Allen assumes the
equivalent of ten FTE job years at an average salary equivalent to
the WA Average Weekly Ordinary Time Earnings (AWOTE) is
$30m required.
4 The operations and maintenance expenditure associated with ASC’s
$20m facility must be managed within the FCD and LOTE budgets. This
process is discussed on the next page.
4 The direct employment associated with the facility is discussed on
- TTTTTTTTTT T .
$0m

FY18 Fy21 FY24 FY27 FY30 FY33 FY36
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Direct economic activity (2/6): Total ASC contract values 4 4

Figure 5: ASC head contract values, by contract inclusive of gross profit assumption, 2019 real, $m Total ASC contract values and composition

800
5800m 4 ACIL Allen has relied upon the two head contracts awarded to ASC

= Gross Profit - ASC for CCSM-related activities as per the organisation’s 2016-17 annual
report. These values are:

$700m
= $6.7 billion (nominal dollars) for CCSM FCD for each of the six vessels
LOTE - expenditure = $2.6 billion (nominal dollars) for CCSM LOTE for five of the six vessels
600m .
5 A To convert these to annual values, ACIL Allen has combined the work
schedule provided by the Department and made an overriding
$500m m FCD - expenditure assumption that ASC must manage the FCD and LOTE programs to

the overarching budget constraints implied by the contract values.
ACIL Allen also understands there is a real growth factor of

$400m 2.5 per cent per annum in ASC'’s expenditure, which has been taken
7 ] into account in preparing these estimates.
4 An additional step was required to convert the values to real 2019

$300m dollars. As the head contract values are in nominal dollars, ACIL
Allen calculated the real value in the first year of the expenditure
(2024-25). This calculation allows for expenditure to be increased by

$200m inflation and the real cost growth factor each year during the program
and balance the overall contract value over the full life of the

100 program.

! 4 The total contract value for each program must account for an
assumed 7.2 per cent margin, sourced from ASC’s annual report.
$0m The assumed expenditure and margin is shown in Figure 5.

FY18 FY21 FY24 FY27 FY30 FY33 FY36
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Direct economic activity (3/6): FCD expenditure

Figure 6: ASC FCD expenditure, by major component, real 2019 dollars, $m Full Cycle Docking expenditure

700
$700m 4 The total value of ASC’s FCD head contract is $6.7 billion nominal

= FCD Finance dollars, to facilitate the FCD of each of the six CCSM over the

modelling period. To convert this to real 2019 dollars, ACIL Allen has
m FCD Leases assumed ASC must manage its expenditure to this overall funding
envelope, inclusive of a margin (assumed 7.2 per cent, based on
ASC annual reports).

$600m

FCD Contracts - other

$500m 4 Another adjustment is associated with a real cost growth factor of 2.5

per cent, which has been assumed on the basis of ASC’s successive
annual reports. The result of the adjustment is presented to the left.

m FCD Contracts - labour

$400m

FCD Direct - labour A4 The distribution of this expenditure is based on successive ASC

annual reports. It is assumed 55 per cent of CCSM FCD expenditure
by ASC is on direct labour, 39 per cent on materials and
subcontractors, five per cent on site leases and one per cent on
finance costs.

$300m

4 Within the materials and subcontractors expenditure, it is assumed
42 per cent of this flows to labour-related expenditure, with 58 per
cent on materials. This is a high level assumption, based on
proprietary ACIL Allen information, and may not reflect the actual

$100m pattern of spending as there is no information available that breaks

this down.

$200m

$0Om
FY18 FY21 FY24 FY27 FY30 FY33 FY36
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Direct economic activity (4/6): LOTE expenditure yy

Figure 7: ASC LOTE expenditure, by major component, real 2019 dollars, $m Life of Type Extension expenditure

700
$700m 4 The total value of ASC’s LOTE head contract is $2.7 billion nominal

= LOTE Finance = IR dollars, to facilitate the LOTE of five of the six CCSM over the
— modelling period. To convert this to real 2019 dollars, ACIL Allen has
u LOTE Leases — | assumed ASC must manage its expenditure to this overall funding

== BN . . . envelope, inclusive of a margin (assumed 7.2 per cent, based on

$600m

ASC annual reports).

LOTE Contracts - other
$500m . . . . . A4 Another adjustment is associated with a real cost growth factor of

. 2.5 per cent, which has been assumed on the basis of ASC'’s
m LOTE Contracts - labour successive annual reports. The result of the adjustment is presented
$400m to the left.

LOTE Direct - labour A The distribution of this expenditure is based on successive ASC
annual reports. It is assumed 55 per cent of CCSM LOTE
$300m expenditure by ASC is on materials and subcontractors,
39 per cent on direct labour, five per cent on site leases and one per
cent on finance costs. This is the inverse of FCD, as ACIL Allen
$200m understands LOTE is more in relation to material and equipment
upgrades.

4 Within the materials and subcontractors expenditure, it is assumed
$100m 42 per cent of this flows to labour-related expenditure, with
58 per cent on materials. This is a high level assumption, based on
proprietary ACIL Allen information, and may not reflect the actual
pattern of spending as there is no information available that breaks

$0m this down.
FY18 FY21 FY24 FY27 FY30 FY33 FY36
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Direct economic activity (5/6): Employment

Figure 8: ASC direct employment, FTE jobs in year, by major expenditure Total direct ASC employment
1,200 : , . ,
4 The total direct (ASC) employment associated with moving FCD to

LOTE Western Australia is presented to the left.

FCD 4 For the capital expenditure and operations of the facility, ACIL Allen

has assumed a capital-labour ratio (33 per cent for construction, and

50 per cent for operations). ACIL Allen has assumed an average real

wage for a construction worker of $100,000, and WA AWOTE for

m CAPEX operations workers, based on proprietary information. This equates

800 to a workforce of 244.4 FTE for construction in 2021-22 to 2023-24
and 37.7 FTE for operations from 2024-25 to 2035-36.

4 For FCD, ACIL Allen has assumed a total ASC sustainment

600 workforce of 1,300 FTE (from the Naval Shipbuilding Strategic
Workforce Discussion Paper), and assumed 2/3 of this is associated
with ASC’s FCD program (under the assumption FCD expenditure is
twice as large as Mid Cycle Docking expenditure). ACIL Allen has

400 assumed 90 per cent of this direct employment will transition to
Western Australia following ASC’s move, being 780.3 FTE from
2024-25 to 2035-36. The details and exact timing of a phased
transition would be subject to discussions between WA, ASC and

1,000
= OPEX and maintenance

200 Defence to ensure operational capability.
4 For LOTE, ACIL Allen has assumed a labour cost per FTE ratio
implied by the FCD estimates holds for LOTE, and applied this to the
0 BN |28(§):;)5U-Ié(6)03t component of LOTE, being 275.8 FTE from 2026-27 to
FY18 FY21 FY24 FY27 FY30 FY33 FY36 '
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Direct economic activity (6/6): Composition of spend yy

Figure 9: Assumed composition of Defence material and subcontractor expenditure Composition of materials expenditure

Materials expenditure Share of total | Share of total | WA share WA share . _ . . .
P (FCD) (LOTE) (HIGH) (LOW) 4 The indirect economic benefits of moving FCD to Western Australia

are associated with the localised expenditure by subcontractors on
Blasting & painting 20% 80% 40% labour and materials. There is limited information available in this
respect, given the confidential nature of Defence projects.

Specialist defense components and services ~ 16% 27% 10% 5%
4 ACIL Allen has made some high level assumptions with respect to
Subcontractor subcontract labour 15% 25% 80% 40% the local composition of Defence subcontractor expenditure in
Western Australia using previous engagement experience and a brief
Other materials, supplies and services 15% 25% 40% 20% review of the current defence industry in Western Australia.
General manufacturing components 13% - 40% 20% A4 Figure 9 details high level assumptions with regards to how one
dollar of Contracts — Labour and Contracts — Other is spent, in
Structural repairs 6% - 40% 20% Western Australia and outside of Western Australia. The shares in
each of the modelling scenarios are detailed in the final two columns.
Engine components and maintenance 6% 10% 10% 5%
A The composition of LOTE is a product of assumptions associated
Equipment hire 4% 7% 40% 20% with FCD, removing some components which are related specifically
to repairs and maintenance (which increases the share of specialist
Electrical work 3% 5% 10% 5% Defence-related expenditure).
Insulation work 29, 10% 5% 4 There may be opportunities to increase the local share of this
expenditure in the future, given ASC’s infrastructure is likely to act as
an inducement for existing Defence subcontractors to increase their
(FCD) (LOTE) (HIGH) (LOW) presence in Western Australia. However ACIL Allen has adopted
Labour costs 100% 100% 80% 40% conservative assumptions in this regard given the high degree of

uncertainty with the estimates.

*Note: columns may not add to 100% due to rounding
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Real income benefits of Full Cycle Docking in WA yy

A4 Real income is ACIL Allen’s preferred measure of the impact of a Figure 10: Economic impact of FCD in WA, Real income, $m (2019 real)
project, as it reflects a change in the purchasing power of $900m
businesses, households and governments in an economy.

4 Overall, ACIL Allen’s modelling finds the real income (in terms of $800m
wages and salaries, and gross operating surplus and other mixed
income) benefit of Full Cycle Docking in Western Australia is
between $7.7 billion and $8.1 billion (real 2019 dollars) between $700m
2021-22 and 2035-36, or an average annual benefit of between
$515 million and $544 million.

Indirect M Direct

$600m

A4 The benefit principally accrues to households in the form of wages
and salaries, which account for $5.4 billion to $5.6 billion of the
income benefit. This is principally direct wages and salaries paid by
ASC to its staff ($3.3 billion), suggesting the transition of ASC staff
to Western Australia in line with the assumptions of this assessment $400m
is an important factor.

4 The remainder of the benefit flows to profits and other mixed income,  ¢300m
which account for between $2.3 billion and $2.6 billion of real
income benefit. Unlike wages and salaries, the business-related
income benefits are mostly indirect, or two thirds of the benefit, $200m
underscoring the flow on benefits($1.6 billion to $1.7 billion) of
participation in the Defence supply chain that could be facilitated. $100m
A The profile of the real income benefit is presented in Figure 10. The
benefit peaks in the final year of the study, reflecting the assumed
it pecks i the finaly udy, eflecting the assu ., 1 I I

breakdown of ASC’s head contract and that both FCD and LOTE will
be occurring at this time. FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35 FY36

$500m
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Real output (GSP) benefits of Full Cycle Docking in WA 4 4

4 Overall, ACIL Allen’s modelling finds the real output (in terms of Figure 11: Economic impact of FCD in WA, Real output, $m (2019 real)
Gross State Product, or GSP) benefit of Full Cycle Docking in $900m
Western Australia is between $8.1 billion and $8.6 billion (real
2019 dollars) between 2021-22 and 2035-36, or an average annual
benefit of between $542 million and $572 million. $800m

Indirect Direct
4 Over the first three years of the project, the benefit is primarily driven ndirec = Direc

by the investment in the upgraded ASC facility at Henderson. $700m
Between 2021-22 and 2023-24, the output benefit for the State is
$283 million, or $94 million per annum. Following the creation of
the upgraded facility, the spend associated with its operation account
for a total of $142 million in output, or $12 million per annum.

$600m

4 Once the upgraded facility is operational, the combined impact of the $500m

Full Cycle Docking and Life of Type Extension contracts on the
Western Australian economy are forecast to be between $7.7 billion  g400m
and $8.2 billion, or $642 million and $679 million per annum once

the contracts commence (2024-25 to 2035-36).
$300m
4 The economic multiplier of Full Cycle Docking is estimated to be
between 1.92 and 1.99, compared to 2.35 to 2.51 for Life of Type
Extension. However, the difference in the multipliers reflects the $200m
assumed composition of the contract and the extent to which it can
be serviced in Western Australia.
$100m
4 The profile of the real output benefit is presented in Figure 11. The
benefit peaks in the final year of the study, reflecting the assumed
it p i inal y uay. Ing u $0m N N

breakdown of ASC’s head contract and that both FCD and LOTE will
be occurring at this time. FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35 FY36
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Real employment benefits of Full Cycle Docking in WA 4 4

4 Overall, ACIL Allen’s modelling finds the total employment benefit (in ~ Figure 12: Economic impact of FCD in WA, Real employment, FTE job years
terms of Full Time Equivalent job years, or FTE job years) of Full 3,500

Cycle Docking in Western Australia is an annual average of between
2,215 FTE jobs and 2,342 FTE jobs.

4 The profile of direct employment is the same as presented in the 3,000
Direct economic benefits section, building in line with the assumed
level of activity at ASC’s facility at Henderson.

Indirect M Direct

4 Indirect employment owing to ASC’s activities, and the Defence 2,500

industry supply chain in Western Australia, builds from between
1,010 FTE jobs and 1,097 FTE jobs in 2025-26 to between 1,894
FTE jobs and 2,087 FTE jobs in 2035-36. 2,000

4 Employment attributable to Full Cycle Docking is estimated to
average between 1,906 FTE jobs and 2,006 FTE jobs over the
modelling period, compared to 789 FTE jobs and 859 FTE jobs for 1,500
Life of Type Extension. The variance reflects the assumed
composition of each contract, with a lower labour content in Life of

Type Extension. 1000
4 The profile of the real output benefit is presented in Figure 12. The
benefit peaks in the final year of the study, reflecting the assumed
breakdown of ASC’s head contract and that both FCD and LOTE will 50
be occurring at this time.
, HH N

FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35 FY36

o
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Summary yy

Figure 13: Economic impacts summary, average of High and Low scenarios

4 The economic impact assessment demonstrates there are likely to be significant economic
benefits associated with the relocation of Full Cycle Docking to Western Australia (see Figure 13). SR Breemrass 12019
However, the study suggests the scale of the benefits to Western Australia will be driven by two gal output (GSF, 3, roa )
main aspects of a move.

Direct Indirect Total Multiplier

A First, the largest components of the benefits are associated with the direct employment by ASC
for the purposes of fuffilling its relevant contracts. If the direct ASC jobs associated with ASC Total 4077 4276 8,353 205
contracts are lower than assumed in this report the economic benefits to the State will be lower.

4 Second, there are significant benefits associated with participation in the defence industry supply ~ Average 27138 285.0 956.8
chain, which are demonstrated by the real income multiplier of close to three for indirect supplies
and services purchased by ASC to fulfil its contracts. Real income ($m, real 2019)

4 These two aspects of the assessment have been largely driven by the assumptions regarding the _ _ -
nature and distribution of ASC’s contracts by ACIL Allen and Defence West. Given this, ACIL Allen Direct Indirect Total Multiplier
recommends a follow up study is commissioned once further information is available with respect
to the operational plans or options under consideration by ASC for Full Cycle Docking. This would ~ Total 4,072 3,873 7,946 1.95
allow for a more accurate forecast of the economic impacts of the activities in Western Australia.

' i i i A 2715 258.2 529.7
4 ltis also important to note the study has considered the economic benefits to Western Australia verage

only. As the activities discussed in this report are expected to occur in South Australia, the move
to Western Australia reflects a transfer of economic activity from one State to another. The
case to move FCD is also driven by broader strategic imperatives and these should be

Real employment (000s of FTE job years)

considered alongside an economic case. It is noted the South Australian economy will also likely Direct Indirect Total Multiplier

be the beneficiary of significant economic benefits from other shipbuilding activities scheduled

there. Total 13,307 20,877 34,184 2.57
Average 887 1,392 2,279
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RELIANCE AND DISCLAIMER

THE PROFESSIONAL ANALYSIS AND ADVICE IN THIS REPORT HAS BEEN PREPARED BY ACIL ALLEN CONSULTING FOR THE EXCLUSIVE USE OF THE PARTY OR PARTIES TO WHOM IT IS ADDRESSED (THE ADDRESSEE) AND FOR THE PURPOSES SPECIFIED IN IT. THIS REPORT IS
SUPPLIED IN GOOD FAITH AND REFLECTS THE KNOWLEDGE, EXPERTISE AND EXPERIENCE OF THE CONSULTANTS INVOLVED. THE REPORT MUST NOT BE PUBLISHED, QUOTED OR DISSEMINATED TO ANY OTHER PARTY WITHOUT ACIL ALLEN CONSULTING'S PRIOR WRITTEN CONSENT.
ACIL ALLEN CONSULTING ACCEPTS NO RESPONSIBILITY WHATSOEVER FOR ANY LOSS OCCASIONED BY ANY PERSON ACTING OR REFRAINING FROM ACTION AS A RESULT OF RELIANCE ON THE REPORT, OTHER THAN THE ADDRESSEE.

IN'CONDUCTING THE ANALYSIS IN THIS REPORT ACIL ALLEN CONSULTING HAS ENDEAVOURED TO USE WHAT IT CONSIDERS IS THE BEST INFORMAT ION AVAILABLE AT THE DATE OF PUBLICATION, INCLUDING INFORMATION SUPPLIED BY THE ADDRESSEE. ACIL ALLEN CONSULTING
HAS RELIED UPON THE INFORMATION PROVIDED BY THE ADDRESSEE AND HAS NOT SOUGHT TO VERIFY THE ACCURACY OF THE INFORMATION SUPPLIED. UNLESS STATED OTHERWISE, ACIL ALLEN CONSULTING DOES NOT WARRANT THE ACCURACY OF ANY FORECAST OR
PROJECTION IN THE REPORT. ALTHOUGH ACIL ALLEN CONSULTING EXERCISES REASONABLE CARE WHEN MAKING FORECASTS OR PROJECTIONS, FACTORS IN THE PROCESS, SUCH AS FUTURE MARKET BEHAVIOUR, ARE INHERENTLY UNCERTAIN AND CANNOT BE FORECAST OR

PROJECTED RELIABLY.

ACIL ALLEN CONSULTING SHALL NOT BE LIABLE IN RESPECT OF ANY CLAIM ARISING OUT OF THE FAILURE OF A CLIENT INVESTMENT TO PERFORM TO THE ADVANTAGE OF THE CLIENT OR TO THE ADVANTAGE OF THE CLIENT TO THE DEGREE SUGGESTED OR ASSUMED IN ANY
ADVICE OR FORECAST GIVEN BY ACIL ALLEN CONSULTING.
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