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1 September 2006
The Hon Brendan Nelson MP
Minister for Defence
Parliament House

CANBERRA ACT 2600
Dear Minister
The Council of the Australian Strategic Policy Institute has pleasure in submitting to you our
Annual Report for the year ended 30 June 2006.

The report is presented to you in accordance with section 36 of the Commonwealth Authorities
and Companies Act 1997.

The report has been prepared to also conform with the requirements of the Corporations Act 2001.
Yours sincerely

Mark Johnson
Chairman
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A message from the Chairman

ASPI is in its fifth year of operations. The Institute is now well established; with a core staff of

twelve in Canberra and expanding associations in Australia and overseas. ASPI’s reputation for
excellent work in its field is established and growing.

These achievements are a particular tribute to Professor Bob O’Neill and Hugh White, the
founding Chairman and Director respectively, the staff they recruited and the founding

board members. As his report shows, our new Director, Major General Peter Abigail (Retd),

is developing this strong base with the aim of securing ASPI’s position as the pre-eminent
research centre for strategic and defence policy issues in Australia.

This year ASPI has put a lot of effort into developing a strategic plan, to put in place structures
to support the continued development of high quality analysis, and to ensure the output is
relevant to the interests and requirements of ASPI’s stakeholders. Several elements support

the plan. Obviously ASPI’s work must be world class and independent. It should be innovative,
rigorous and it must be relevant to decision makers, their advisers and others in the security
policy community.

Quality work relies on quality people, and recruiting has been a high priority for the

Director. ASPI continues to attract new talent to its team as several others, who have given

distinguished service to ASPI, have moved into important positions in the defence and security
communities. A vigorous research institute thrives on sensible turnover, and the creation of an
ASPI alumni will be in the long term interests of the Institute.

To sharpen focus on relevance, ASPI’s membership base and other key stakeholders in

government—both officials and elected—were surveyed. The results were widespread and
non-partisan, showed strong support from major constituencies and very high levels of

satisfaction with ASPI’s outputs. Useful information was obtained which will lead to better
focus in our communications, publications and other events.
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The Uhrig Review of governance in government instrumentalities recommended that

department heads not be appointed to external boards, to avoid the possibility of conflict

between their obligations as public servants to Ministers and their obligations as Directors
to a company under the Corporations Act. As a result the Secretary of the Department of

Defence and the Secretary of the Department of Foreign Affairs and Trade will leave ASPI’s

board in the near future. This is regrettable, but unavoidable. Some access to their expertise
will be retained as they will be members of ASPI’s research priorities committee.

Later this year the Minister for Defence will conduct a review of ASPI’s operations, which

will contribute to the government’s decision on its level of funding for ASPI after the current
agreement expires in 2008. We look forward to the review as an opportunity to put forward
ASPI’s capabilities to provide relevant and independent security policy ideas to government,

and to help inform the public debate on the issues, difficulties and choices ahead for Australia.
The Director’s report demonstrates that ASPI has had a highly productive year with some

notable accomplishments, particularly the first ASPI two day Conference – Global Forces. My

colleagues on the board and I are confident of the continued and successful development of
the Institute and its relevance to fundamental and important issues for Australia.

Mark Johnson
Chairman

A message from the Chairman 

DIRECTOR’S REPORT

This year we mark the fifth anniversary of the establishment of ASPI, an important milestone
in the evolution of the Institute as a leading, independent contributor to strategic policy
debate in Australia.

Achievements
This is a good time to reflect on some of the achievements of the Institute over this time and
particularly in the reporting year. Five themes stand out:
•

First, the growth of the research program that lies at the core of our work and has

delivered consistently high quality publications and occasional discussion papers covering
important topics related to Australia’s defence, strategic, and security policy choices. We
published eighteen significant reports during the year.

•

Second, the introduction and expansion of the events program designed to engage policy
advisers, officials, foreign diplomats and visitors, and the wider Australian community
in the discussion of issues and policy options. The inaugural International Conference
in September 2005 was a significant milestone in this regard. It represents the most

ambitious and demanding challenge we have taken on and reinforced ASPI’s international
credentials as a policy research centre. In addition to the conference, we conducted fifty
other events of various natures during the year.
•

Third, the increasing engagement of ASPI by Australian and foreign government agencies
commissioning studies, reports and other tasks. This reflects a maturing of the Institute’s

involvement in government policy research and recognition of the rigour and imagination
in its approach and methods. This year we commenced seven commissioned tasks and
have more in prospect.
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•

Fourth, the steady growth in ASPI memberships and the popularity of our internship

•

And fifth, our success in securing revenue streams additional to Commonwealth funding

program for young students seeking to broaden their understanding of strategic affairs.
to the extent that these now comprise around 25% of our total budget.

Future directions
ASPI is now well established and we have commenced the next stage of development designed
to secure the future of the Institute as a sustainable, influential, forward-looking enterprise.
We have a clear plan to fulfil our Charter. In the near term we will enhance our research

capability by attracting additional staff as visiting fellows and seconded officials. We will also
develop stronger linkages with official and academic communities and pursue opportunities

for collaborative work with other research institutes both in Australia and overseas. Over time
we will build the financial foundation that could support growth in all our activities.

Peter Abigail
Director

Director’s Report 

During its short life, ASPI has filled an important niche in strategic policy debate in Australia.
It has produced high quality papers on contemporary issues and thus stimulated debate, it
has analysed and critically commented upon the position of Government, and through the
media it has engaged the public. .... The role of ASPI and the small group of strategic policy
think tanks that we have in Australia is very important. You can test the arguments, debate
the merits and above all draw a wider constituency into these important debates.
Senator The Hon Robert Hill, former Minister for Defence, September 2005
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During the 2005–2006 financial year ASPI built on the solid foundation established in its

first four years of operations and developed new initiatives to diversify its funding base and

complement its core research programs. The Institute reached wider audiences and engaged

more productively with the government sector enhancing its reputation as Australia’s leading
defence and security policy research centre. The opinions of its staff continue to be highly

sought by commentators in the media, and its policy ideas generate considerable interest

both inside government and with other interested stakeholders in industry, academia and the
general public. This report sets out our achievements in terms of what we produced and the
contribution we made against the objectives of the organisation.

Our product takes various forms. We produce a range of publications that deal with the full

spectrum of defence policy challenges—strategic, force structure and budgetary—as well as
wider national security issues. We also conduct a number of events each year. They take the

form of dinners, seminars, briefings, a program of international visitors, and bilateral dialogues.
Over the last year our events program has expanded considerably to offer more opportunities
for public participation and engagement. Each contributes to at least one of our objectives,
but more often they deliver a range of outcomes.

OUTCOMES
ASPI’s constitution establishes four broad purposes for the Institute. They are:

1. To encourage and inform public debate and understanding of Australia’s
strategic and defence policy choices
Public attitudes and opinions about the kinds of choices we make as a nation are

critical. An open and frank exchange of views adds greatly to the robustness of public
policy development. Of course, the quality of public debate depends substantially

upon the quality and accessibility of information in the public forum. In recent years

the government has undertaken some important initiatives on this front. However, a

sustained program of public consultation on defence issues also needs the support of

other independent organisations. ASPI has a special responsibility to develop this aspect
of its work.
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2. To provide an alternative source of policy ideas to government
Contestability lies at the heart of the reason for establishing the Institute. By focusing on
major challenges across the range of key strategic, defence and national security policy
areas, ASPI provides independent advice to government. Sometimes that advice might

confirm the advice from official sources. But at other times it offers quite different views

from the ones proposed by government agencies. In the end contestability provides for the
competition of ideas and contributes to generating a debate among decision-makers. And
that leads to better informed strategic decisions for Australia.

3. To nurture expertise in defence and strategic policy
ASPI helps Australians in government, the Australian Defence Force (ADF), universities, the
media, industry and other sectors develop their strategic policy skills and improve their

understanding of the practical issues that confront Australian decision-makers. Australia
needs a body of strategic and defence policy experts, sufficiently large and diverse to

ensure that issues and ideas are developed and debated fully, and from a range of angles
and perspectives. Many of our universities provide excellent courses in defence and

strategic studies, but more can be done to foster interest and expertise in those issues and
questions which confront Australia as it makes strategic choices about its future.

4. To promote international understanding of Australia’s strategic and
defence policy perspectives
ASPI also works to explain Australia’s strategic and defence policies and perspectives to

our neighbours, our region and our key security partners. ASPI’s key focus is on Australian
concerns and priorities. But through its program of research and publications, through
seminars and workshops, through hosting international experts on visits to Australia,

and through formal dialogues, ASPI aims to help others understand Australia’s strategic
perceptions and responses.

Equally important, we also aim to learn from our visitors, seeking ways in which their
perspectives and expertise can help us see Australia’s needs in new ways.
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OUTPUTS
The Institute’s outputs are the means by which we achieve our objectives. We now have a

well-developed program of publications, events and other initiatives that contribute to the
delivery of our outcomes.

Publications
The objective for ASPI’s publications program is to produce products that are:
•

accessible and readable

•

handsomely presented

•
•

accurate and authoritative
cost-effective.

More specifically, our key performance indicators for the program of published research are:
•

Publication of the program of major studies and annuals according to the schedule, and
within budget.

•

Each publication meeting the following criteria to a high degree:
• Independent and as far as possible non-partisan
• Rigorous, accurate and well-informed
• Innovative and original
• Well presented and accessible to wide and diverse audiences
• Integrated into wider national debates, both within government and in the public arena.

•

Each publication receiving positive responses from our key customer groups and
stakeholders, to be monitored by the staff and reported to the Research Committee:
• Government, especially Ministers' evaluation of the product, in terms of their
contribution to policy development—to be evaluated on the basis of spontaneous
responses and structured feedback
• Public responses, gauged by the extent to which the publications are picked up and
discussed in further public comment.

ASPI produces four distinct publication formats for general distribution. Our flagship
publication is the Strategy series, developed to provide a detailed analysis of major strategic
policy questions, and provide an informed set of recommendations for consideration by
government and the broader community. The Strategy series commenced in 2004 and now
covers a wide range of strategic issues across the course of the year. In the period since
the series was developed, ASPI has released twenty-five Strategy titles. Information about
individual topics and plans for new titles is covered later in this report.
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Professor Ross Terrill launches his report Riding the
Wave: The rise of China and options for Australian
policy at a press conference at Arts House, ASPI.

Complementing the Strategy series are the Strategic Insights. These shorter papers provide

background information or comment on specific issues as they arise in the public debate. They
are less complex documents to produce and offer ASPI a vehicle for responding to emerging
issues in a timely and helpful way. Like the Strategy series, we produce up to ten Strategic
Insights in each calendar year.
The third publication series we produce is a ‘yearbook’ series. ASPI produces an annual analysis
on the Defence budget, titled the Cost of Defence. It has made a remarkable impact on the
quality of debate about budgetary and management aspects of the Defence portfolio, and has
gained the attention of Members of Parliament and Senators, as well as media commentators.
In 2004 we added a fourth publication series, the ASPI Australian Defence Almanac 2004–2005.
The Almanac has become our most sought after individual title and, as a result, ASPI plans to
update and publish the Almanac series every two years.
Finally, ASPI produces specific reports and/or other activities commissioned by individuals
or organisations. This work is separate from our core research program, and funded
independently by the commissioning organisation. We believe a key customer for this type
of work is government. For example, the French Ministry of Defence has commissioned ASPI
for a project which examines the nexus between piracy and terrorism in maritime Southeast
Asia. Our capacity to undertake work involving national security classifications, as set out in
the Charter Letter, is important in this respect. Our commissioned studies may be carried out
solely for the client, or subject to their agreement, may be released later to the public in an
appropriate form.
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Number of publications produced in the 2005-2006 financial year.
Strategy

8

Strategic Insight

9

Yearbook Series

1

A list of all the publications ASPI produced in 2005-2006 has been provided at Annex A.

Publications Commenced
A number of publications were commenced during the 2005–06 operating period. These

are well advanced and will be released into the market over the coming financial year. Topics
include:
•

An analysis on the Defence budget and whether the public gets good value for its

•

A paper on the recent political developments in Sudan and the policy aspects for Australia

•

US Defence transformation and implications for security in the Asia–Pacific region.

Defence dollar

of any proposed UN mandated intervention in the Darfur region of Sudan

Peter Abigail launches the Global Forces 2006 International Conference while releasing Global Forces 2005
Proceedings of the ASPI conference at the Hyatt Hotel, Canberra.
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ASPI hosted the sixth ASPI-NIDS Exchange Program with Professor Eiichi Katahara and Professor Keishi Ono
from the National Institute for Defense Studies on Tuesday, 6 June 2006.

EVENTS
An increasingly important part of ASPI’s approach to meeting its mandate is conducting a range
of events across the course of the year. We conducted 1.5 Track Dialogues with institutions from

the major and emerging powers in Asia. We also hosted a series of meetings and seminars with
high profile international visitors.

These events gave ASPI staff insights into international attitudes and perspectives, and provided
an opportunity for ASPI to inform its guests about Australian approaches and perspectives

on key challenges to international security. Those individuals also became part of our wider

network, whose expertise we can draw upon for our publications program. Further information
about specific visits and dialogues can be found at Annex B.
Roundtable discussions

9

Hosted visiting Study Delegations

3

Annual Exchange

1

Visits

3

1.5 Track Dialogues

2
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Mr Ric Smith, Secretary of the Department of Defence, is the guest speaker at ASPI’s lunch in February 2006.

NEW EVENT INITIATIVES
DEFENCE AND SECURITY LUNCHEONS
ASPI organised a series of Defence and Security Luncheons designed to bring together
people from a wide range of backgrounds, both to draw on their experience and to

enhance their understanding of strategic and defence policy issues. Co-hosted with Booz
Allen Hamilton, the annual program of ten Defence and Security Luncheons, provide

thought-provoking insights from a variety of speakers on strategic issues. They are held at

The Boathouse by the Lake in Canberra. Speeches from our presenters can be found on our
website as they become available.

An overview is provided at Annex C of each speaker who participated in the Defence and
Security Luncheon series in 2005–2006, including a synopsis of their presentation.
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Air Chief Marshal Angus Houston delivers his first public address as Chief of the Defence Force to an ASPI
audience, 26 September 2005

DINNER WITH THE SERVICE CHIEFS
ASPI, ADI Limited and Thales Australia co-hosted a special Dinner with the Service Chiefs series
which ran from September 2005 to March 2006. Securing Australia’s five most senior military
leaders for a series of dinners in Canberra, Melbourne, Sydney and Brisbane provided a high

level forum for the Chief of the Defence Force, Vice Chief of the Defence Force and the Service

Chiefs to talk about the challenges and opportunities facing the Australian Defence Force. All
presentations are available on our website.

An overview of the dinner series is provided at Annex D.

CONFERENCES
Deadly Connections: Terrorists and Weapons of Mass Destruction, 7 February 2006
ASPI and Booz Allen Hamilton held a one-day symposium at Parliament House which was
designed to assess the nature of the threat posed by terrorists seeking to acquire and use

nuclear, biological, chemical and radiological weapons. The symposium considered themes

such as opportunities and constraints for terrorists to acquire weapons of mass destruction,

implications for Australia, for our major allies and for the Asia–Pacific, and current and future
policy options to counter the threat.
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Professor Sir Lawrence Freedman answers questions at the ASPI WMD and terrorism conference.

Senator the Hon Robert Hill, the then Minister for Defence was the Keynote speaker at ASPI’s inaugural Global
Forces 2005 conference, 14 September 2005
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Speakers included:
•

The Hon Alexander Downer, MP, Minister for Foreign Affairs and Trade

•

Dr Kumar Ramakrishna, Head of Studies, Institute of Defence and Strategic Studies,

•

Professor Sir Lawrence Freedman, Professor of War Studies and Vice Principal (Research),

•

Dr Robert Ayson, Director of Studies, Strategic and Defence Studies Centre, Australian

•

Ambassador Donald A Mahley, Acting Deputy Assistant Secretary for Threat Reduction,

Nanyang Technological University, Singapore
King’s College, London
National University

Export Controls and Negotiations, US State Department, Washington.

ASPI Global Forces 2005 International Conference
ASPI held its inaugural International Conference in Canberra on the 14–15 September 2005.
Seventeen international and Australian speakers provided the audience with a rich

assortment of ideas and insights about strategic events and possibilities. Key themes included
optimism about the Asia–Pacific and pessimism about the Middle East, the increasing

Mr Walter Russell Mead, who spoke on ‘America’s grand strategy: What role for the US in the 21st Century’ at
ASPI’s Global Forces 2005 International Conference .
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strategic weight of the Asia–Pacific, the inadequacy of national, political and military

institutions to cope with 21st century strategic challenges, and the integration of China into

the world community. Our aim in this series, which we plan to continue annually, is to explore
the larger geopolitical and geostrategic issues facing Australia and the Asia–Pacific and to

contemplate how the next ten or twenty years might reshape the strategic landscape. One

of our purposes in conducting the conferences is to bring together leading strategic thinkers
with Australian policy-makers and policy advisers to explore the nature of future strategic
challenges.

SEMINARS
ASPI–Unisys National Security Seminar, 24 May 2006
ASPI and Unisys hosted a National Security Seminar with Mr Robert Bonner, Former

Commissioner US Customs & Border Protection, at the Members Dining Room, Old Parliament
House, on Wednesday 24 May 2006. Mr Bonner spoke on ‘Making homeland security work

in a federal system’ (how to manage the balance between trade and security, the associated
management of the identity of civilians and cargo, how federal and state governments can
work to make this effective, and comparisons between the US and overseas experiences).

The seminar also included a panel discussion on ‘The national security agenda: Policy options
and challenges’. Participants included Mr Duncan Lewis, Deputy Secretary, Department of
the Prime Minister and Cabinet, Mr Michael Carmody, Chief Executive Officer, Australian

Customs Service, Mr Terry Hartmann, Director, Secure Identification & Biometrics, Unisys,

Mr Geoff McDonald, Assistant Secretary, Security Law Branch, Attorney-General’s Department
and Mr Peter Varghese, Director General, Office of National Assessments.

ENGAGING WITH THE BROADER COMMUNITY
Media
ASPI continues to play an important role in the media. Our media profile can be measured in a
number of ways; the breadth of coverage, its frequency and its quality. ASPI is a leading source
of new ideas and information to support the public debate.

ASPI’s active participation in the media is part of the organisation’s strategy for encouraging
and informing public debate and nurturing expertise in defence and strategic issues. Our

involvement with the media through the production of articles and through media interviews
provides a more powerful means of communicating with the public than relying solely on the
distribution of our publications or access to our products through the internet.
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The launch of Program Director Budget and Management Dr Mark Thomson’s publication The Cost of Defence:
ASPI Defence Budget Brief 2006-07 was well attended by the media at a press conference at ASPI, 25 May 2006

Public Meetings: ASPI Dialogues
The Outreach Program held several public meetings throughout the year. A specific topic is

chosen for each location, and we also ask our dialogue members about their views on global

terrorism and its threat to Australian security. Feedback from each of the meetings is presented
in the Outreach Program component of our website.

In August 2005, we held an outreach session in Townsville where two topics were covered. The

first was ‘How can the Australian Defence Force meet the demands of a more complex security
environment?’ and ‘What should Australia be doing to prevent home-grown terrorism?’ The

topic for the outreach event held in Sydney in September 2005 was ‘Is ANZUS a peace treaty or

a war alliance?’ The meeting in Melbourne was held in March 2006. The topic again was ‘What
should Australia be doing to prevent home-grown terrorism?’

Over the course of the next twelve months we will have built a strong network of individuals

from major population centres outside Canberra. Through these meetings we have developed
a record of public attitudes towards key strategic questions, as well as their thoughts on the
kinds of topics ASPI might cover later as part of its research program.
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Other ways we meet our mandate
Since ASPI first gained prominence in the defence and security debate, we have been asked

by many students and graduates about the possibility of short term placements. As we have
a genuine interest in developing strategic skills and encouraging the next generation of

strategic thinkers, we were keen to develop initiatives to meet these requests. In 2002, ASPI

became a host institution for the Australian National University Internship Program (ANIP),
a student placement program managed by the Australian National University and open to

students from around Australia. We have hosted and supervised students from the ANIP for

almost every semester since 2002. It has been a rewarding experience, and feedback from our
students and the ANIP staff has been especially positive. This relationship will continue.

In addition to student placements, there was a strong demand from recent graduates for work
experience internships. The study of international relations and defence at the university level
appears to have grown sharply in the last few years. ASPI is now contributing more to their

professional development by offering short-term research officer employment contracts. We
take on three interns each year. The competition for placements has been strong and we are
delighted with the quality of their applications.

ASPI will be seeking new ways of developing young students and graduates. All of our senior

staff have taken the opportunity to address student groups and we are building linkages with

student societies with an interest in international affairs. We are making progress on our plans
to develop a resource for senior secondary school students studying international affairs and

security. By using the material contained in earlier publications and supplementing that with
some additional text, ASPI hopes to have a schools reference book ready for publishing in the

2006-07 financial year. As defence and international security gains increasing relevance in our

society, the demand for better resources will grow. ASPI will seek to help students and teachers
access current and relevant material on these topics.

SOURCES OF FUNDING
The Institute’s major source of funding is through the Department of Defence. A seven year

funding agreement was established in August 2001, at the commencement of our operations.

The Commonwealth funding remains our single most important source of income. During the
2004–05 funding period ASPI and the Department of Defence negotiated some important

changes to improve the operation of the funding agreement. Those changes made clearer the
way that Commonwealth funding would be applied to the Institute’s operations each year.

The amendments also provided more details about the deliverables provided by ASPI to the

Commonwealth. As a consequence of these changes, which became effective in March 2005,
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ASPI and the Commonwealth have a more precise mechanism to determine the Institute’s
annual funding, within the parameters set by the government. Specifically, ASPI and the

Department of Defence have agreed that the Commonwealth will fund the annual employee
costs and operating overheads for the Institute and will also fund those elements of the

research program which ASPI needs to deliver to the Commonwealth each year. The products
from our research program include a specific number of publications and events. These

amendments provide greater confidence in determining the annual funding amount, and
were used to prepare the 2006-07 budget for approval by the Council.

ASPI raises approximately one quarter of its funding through a membership scheme, the

sale of publications, sponsorship, hosting of various events and functions, and commissioned
works as prescribed by the government, foreign governments and other entities. ASPI looks
forward to the challenge of securing additional commissioned works in the future.

Establishing relationships to build our business
In 2005–06 the ASPI Council reviewed the membership scheme and developed a simplified
three tiered approach available to individuals, students and corporations. ASPI intends to
develop deeper relations with potential corporate sponsors over time. This will provide
additional sources of funding for ASPI.

During the 2005–06 funding period ASPI membership grew by slightly more than 10%.

ASPI will endeavour to build its membership base, but will also devote efforts to retain
current members.

Memberships by category—January 2006 to June 2006
10%

61%
29%

Report on Operations 2005–06 21

We also continue to sell publications separately from the membership scheme. While sales
are lower than we might have hoped, the additional revenue generated, particularly by the
Australian Defence Almanac 2004–2005, provides a helpful offset to the cost of producing
these high quality publications.

Income was also generated through sponsorship arrangements with major corporations.
Over the last 12 months, ASPI has received significant financial sponsorship for our high
profile events. We have developed this aspect of our business plan further and have

seen sponsorship become a more important component of our funding base. Our major
sponsorship deals were with:
•

•
•
•
•

Booz Allen Hamilton for the ASPI Defence and Security Luncheon seminar series

Australian Defence Industries Limited (ADI) and Thales Australia for the series of Dinners
with the Chiefs

ASC Pty Ltd as a strategic partner and prime sponsor for the inaugural ASPI International
Conference held in September 2005

Kellogg Brown and Root (KBR), Noetic Solutions and Lockheed Martin as major sponsors of
the Conference

Unisys as a major sponsor for a one off seminar on counter terrorism.

We also generated additional revenue through the sale of tickets to these events. Our

lunchtime seminar series has been priced to cover costs only, providing more scope for

attendance by a general audience. The Dinners with the Chiefs series and the International
Conference are priced to provide a modest profit for the Institute. We will use the funds
generated from these events to support other elements of our research program.

With this additional focus on commercial aspects of our operations, the Sponsorship

Committee has been active in setting policy guidelines for the Institute. The work of the
Sponsorship Committee is covered in a separate section of this report.

Former Commissioner US Customs and Border Protection
(CBP) Robert Bonner spoke at a National Security Policy
seminar in Canberra which was co-hosted by ASPI and Unisys
on Wednesday, 24 May 2006.
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FUTURE PROSPECTS
ASPI was established five years ago. It has gained considerable prominence for its contribution
to thinking about defence and security policy choices facing Australia. We are improving

our ability to generate income from our publications and activities which is used for future
activities.

ASPI developed a strategic plan for the period 2006–2010 and a supporting management

framework in June 2006 and will spend considerable time in the future implementing the

framework and our ability to measure our performance against key performance indicators.
ASPI has commenced the development and implementation of a risk management policy,

framework and plan, including project management plans for managing outsourced work.

This will ensure risk management is considered in the planning stages of all ASPI’s activities

and will seek to ensure a well balanced approach, especially to new initiatives and endeavours.
ASPI is responding to Australia’s dynamic strategic environment and is making a contribution
to the whole of government approach to national security. This is new, but welcome territory
for ASPI to explore and participate in.

ASPI’s key objectives in the coming financial year are to:
•

Facilitate the Defence Funding Review into ASPI’s operations whose outcomes will secure

•

Implement the strategic plan and management framework

•
•

ASPI’s future beyond 2008

Seek to improve sponsorship levels

Engage and foster ASPI’s relationship with government and the broader community.

Lieutenant General Leahy, Chief of Army,
commends the ASPI Dinner with the
Chiefs initiatives as he closes the final
dinner at The Conrad Treasury Hotel in
Brisbane, March 2006
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ASPI Council

CHAPTER

2

THE COUNCIL
COUNCIL MEMBERSHIP
UHRIG REVIEW

COUNCIL MEMBERSHIP
The Australian Strategic Policy Institute is governed by a Council of twelve directors

representing experience, expertise and excellence across a range of professions including

business, academia, government, and the Defence Force. The Council includes the nominees
of the Prime Minister and the Leader of the Opposition, emphasising that the Institute is
politically non-partisan.

The original Council membership was appointed by the Federal Government in July 2001. All

members were appointed initially for a period of three years. In August 2004 the government

decided to reappoint all Councillors whose initial appointments had expired. The appointment
is for a further period of three years, under the same conditions and remuneration

arrangements as their initial appointments. The Prime Minister and Leader of the Opposition
were consulted about their nominees as part of this process.

COUNCIL CHAIRMAN
Mark Johnson
Mr Johnson is Deputy Chairman of Macquarie Bank Limited where he
has spent most of his career working in corporate finance, mergers
and acquisitions, and underwritings and, more recently, helping to

establish Macquarie’s world wide resources group. Mark is Chairman
of Macquarie Infrastructure Group and Chairman of The Australian

Gas Light Company. Mark is one of the Prime Minister’s three personal
representatives to the APEC Business Advisory Council (ABAC) and a

member of the WTO Advisory Group to Deputy Prime Minister Mark

Vaile. He is also a Director of the Victor Chang Cardiac Research Institute.
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DEPUTY CHAIRMAN
Major General Adrian Clunies-Ross (Retd) AO MBE
Major General Clunies-Ross was educated at Scotch College in

Melbourne, the University of Queensland and the Royal Military College,
Duntroon and is a graduate of the Australian Army Staff College, the

United States Army Command and General Staff College, and the Joint
Services Staff College. He was posted to the First Battalion, the Pacific

Islands Regiment in Papua New Guinea from 1957 to 1960, and in 1962

he served as an original member of the Australian Army Training Team

Vietnam. Following service with the 1RAR Battle Group he was posted as
the first Senior Instructor, Tactics at the Officer Training Unit, Scheyville.
From 1968 to 1974 he served with 8RAR in Malaysia, South Vietnam

and Australia in the appointments of Operations Officer, Second-in-

Command and Commanding Officer. He was awarded the MBE in 1970
for operational service in South Vietnam. In 1984 he was appointed as

Commander, First Division, and awarded the AO. From 1986 to 1990 he
held the position of Chief of Operations in Canberra. Major General

Clunies-Ross is currently Chairman of the National Defence Committee
of the Returned and Services League of Australia and was elected

Chairman of the Council of the Australian War Memorial in November
2000. From June 2000 he served as a member of the 2000 Defence
White Paper Community Consultation Team.

COUNCIL MEMBERS
Mr Jim Carlton
Mr Carlton is the nominee of the Prime Minister. He was elected to

the House of Representatives in 1977 and was Minister for Health in

the Fraser Government. He served on the Defence Sub-Committee of
the Joint Committee on Foreign Affairs, Defence and Trade, and held a

number of Shadow Ministry positions in Opposition, including Shadow
Minister for Defence from 1989 to 1990. From 1994 to 2001 he was
Secretary General of the Australian Red Cross.
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He led two parliamentary delegations overseas and in 1991 served as
a Commonwealth Observer at the return of Zambia to democracy in

free elections. He also served for two years on the Australian National
Commission for UNESCO. In 1983 he attended the Senior Managers in

Government Program at the John F Kennedy School of Government at
Harvard University.

He now serves on the Boards of PNG’s Sustainable Development
Limited and the Australia New Zealand School of Government.

Additionally he is a Professional Fellow at the Centre for Public Policy

at the University of Melbourne, and a Senior Adviser with the Boston
Consulting Group.

Professor Alan Dupont
Professor Dupont is the Michael Hintze Chair of International Security
and Director of the Centre for International Security Studies at the

University of Sydney. He is a graduate of the Royal Military College,
Duntroon and holds a PhD in International Relations from the

Australian National University. He has worked on Australian defence

and regional security issues for thirty years as an army officer, strategic
analyst, freelance journalist, diplomat and scholar and has published

widely, both academically and in the media, where he is a respected and
well know public commentator. Professor Dupont is a special adviser on
foreign policy to East Timor’s Prime Minister, Jose Ramos Horta, and is

an Australian representative to the Australian Regional Forum Register
of Experts and Eminent Persons.

Professor Dupont is a member of the Foreign Affairs Council, an

advisory body to the Minister for Foreign Affairs and a member of the
Defence and National Security Advisory Council to the Minister for

Defence. He is also a member of the Australian National Committee
to the Council for Security Cooperation in the Asia–Pacific, the

International Institute for Strategic Studies, London and a higher

education representative to the ACT Accreditation and Registration
Council.
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Mr Stephen Loosley
Mr Loosley is the nominee of the Leader of the Opposition and was a

member of the Community Consultation Team for the 2000 Defence
White Paper. He was elected to the Senate in 1990 and served as

Chairman of the Joint Standing Committee on Foreign Affairs, Defence
and Trade and Chairman of the Senate Standing Committee on

Regulations and Ordinances. He was ALP National President (1991–92).
Since retiring from politics in 1995, Mr Loosley was appointed as an

Ambassador for the UN Security Council election and was asked by the
Minister for Foreign Affairs to act as an international observer during
the 1999 Indonesian elections.

Mr Loosley is Principal Strategic Advisor to Babcock & Brown (Sydney)

and chairs the Committee for Sydney. In addition, Stephen also serves
on the Boards of the Partnership Executive of the National Rugby

League; and the Australian-American Leadership Dialogue. He is a

columnist for the Sunday Telegraph (Sydney) and the New Zealand

Herald (Auckland). Stephen is a Fellow of the Centre for International

Legal Studies (Salzburg) and a member of the International Institute for
Strategic Studies (London).

Mr Paul McClintock
Mr McClintock has an impressive mix of private and public sector

experience. He has extensive industry experience, including a strong

background in investment banking. He has also served as Secretary to

Federal Cabinet, a position that saw him manage the business program
of the National Security Committee of Cabinet.

Mr McClintock has an established record of providing sound, high-level
advice on matters of public policy. He has served on the boards of a

number of private companies and public authorities and is currently

Chairman of Symbion Health, Thales Australia and ADI. He was recently
appointed Chairman of the Low Emissions Technology Demonstration
Fund Expert Panel and Chairman of St Vincent’s Centre for Applied &
Clinical Research.
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Mr Des Moore
Mr Moore was employed for twenty-eight years in the Commonwealth
Treasury, during which time he headed the General Financial Economic
Policy and Overseas Economic Relations divisions, and was a Deputy

Secretary for five years. He was posted to the Royal College of Defence

Studies, London, in 1972-73 and then to the Australian High Commission,
London as Minister (Economic).

In 1987 Mr Moore resigned from Treasury to join the Melbourne-based
Institute for Public Affairs (IPA) as Senior Fellow of the Economic Policy
Unit. He was responsible in 1989 for the establishment by the IPA

of the Pacific Security Research Institute. In the 1990s he lectured at
the Queenscliff Staff College and in 1996 Mr Moore was invited to

assist the Defence Efficiency Review. In 1996 Mr Moore established
the Institute for Private Enterprise. He is also on the board of ARIA,

which is responsible for managing the superannuation of Australian
Government employees.

The Hon Jocelyn Newman AO
Mrs Newman is a graduate in law from the University of Melbourne
and after several varied careers was appointed by the Parliament of

Tasmania as Senator for Tasmania in 1986 and subsequently elected to
that seat in 1987, 1990 and 1996. She held Shadow portfolios including
Shadow Minister for Defence Science and Personnel. As Shadow

Minister for Defence (1994 to 1996) Mrs Newman developed the
Coalition Defence Policy for the 1996 Federal Election.

In government, Mrs Newman held the portfolios of Minister for Social
Security, Minister for Family and Community Services, and Minister

Assisting the Prime Minister for the Status of Women. From 1996 to

2001 she represented the Defence portfolio in the Senate. Mrs Newman
retired from the Senate in February 2002.

Mrs Newman was appointed to the Australian War Memorial Council

in late 2002. She was awarded an AO in the Queens Birthday Honours in
June 2005.
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Brigadier Jim Wallace (Retd) AM
Brigadier Wallace served with distinction in the Australian Army for
many years after graduating from Duntroon, the British Army Staff

College and the Australian College of Defence and Strategic Studies.
He commanded the Special Air Service Regiment, Special Forces and

the Army’s mechanised brigade, and served with the United Nations
in the Middle East. He is a respected commentator on defence and

strategic matters and brings a valuable perspective to the Council as a

recently serving senior Australian Defence Force officer. He is Chairman
of the homeland security company XTek and is also a member of the

Material Consultative Committee on International Security Issues in the
Department of Foreign Affairs and Trade.

Dr J. Roland Williams CBE
Dr Williams was born in the UK. He worked for the Royal Dutch Shell

Group for 36 years. He was appointed World coordinator of Natural Gas
and Coal, and in 1995 he was appointed Chairman of Shell Australia, a

position from which he retired in 1999. Dr Williams is a Director of Boral
Limited and Origin Energy Limited.

EX-OFFICIO MEMBERS
Mr Michael L’Estrange

Secretary of the Department of Foreign Affairs and Trade
Mr L’Estrange took up the position of Secretary of the Department of
Foreign Affairs and Trade in January 2005, after returning from the

position of Australia’s High Commissioner to the United Kingdom,

which he had held since July 2000. In 1981, Mr L’Estrange joined the

Department of Prime Minister and Cabinet. Among other appointments,
he served in 1984-85 on the staff of Mr Justice Hope’s Royal Commission

into Australia’s Security and Intelligence Agencies. In 1986, Mr L’Estrange
was awarded a Harkness Fellowship and spent two academic years

under the auspices of the Fellowship studying at the School of Foreign
Services at Georgetown University in Washington DC and at the

Institute of International Studies at the University of California at
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Berkeley. From 1989 to 1994, Mr L’Estrange worked for several Leaders of
the Opposition in a range of policy advisory positions. In 1995, he was
appointed the inaugural Executive Director of the Menzies Research

Centre in Canberra. In March 1996, Mr L’Estrange was appointed by the

Prime Minister as Secretary to Cabinet and Head of Cabinet Policy Unit.

Mr Richard Smith AO, PSM

Secretary of the Department of Defence
Mr Smith is Secretary of the Department of Defence. Born in Perth and
educated at the University of Western Australia, he taught in Western

Australian high schools before joining the then Department of External
Affairs in 1969. Between then and 1989, he served in Australian posts in
New Delhi, Tel Aviv, Manila and Honolulu.

From 1989 to 1992, Mr Smith was Head of the Pacific, Africa and Middle
East Division and in 1992 was appointed a Deputy Secretary of the

Department of Foreign Affairs and Trade. From March 1994 to the end
of 1995 he served on secondment to the Department of Defence as

Deputy Secretary. Mr Smith took up duty as Australian Ambassador

to the People’s Republic of China in February 1996 and served in that

position until February 2000. From January 2001 to 31 October 2002, Mr

Smith served as Australian Ambassador to the Republic of Indonesia. He
was appointed Secretary for Department of Defence in November 2002.

ALTERNATE MEMBERS
Mr Michael Pezzullo

Deputy Secretary Strategy, Department of Defence
Michael Pezzullo took up the position of Deputy Secretary Strategy
in the Department of Defence in January 2006. He joined the

Department of Defence as a graduate in 1987 and worked in Defence

until 1992 in a variety of strategic policy and intelligence positions. He
then transferred to the Department of Prime Minister and Cabinet,

where he worked in the International Division. In March 1993, he joined
the staff of the Foreign Minister, Senator the Hon Gareth Evans QC. He
remained in Parliament House until December 2001, including serving
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five years as Deputy Chief of Staff to the Leader of the Opposition, the
Hon Kim Beazley MP.

In February 2002, he rejoined the Department of Defence as an

Assistant Secretary in the Corporate Services and Infrastructure

Group. In March 2004, he was promoted to the position of Head

Infrastructure. In July 2004, he was transferred into the newly formed
role of Chief of Staff Australian Defence Headquarters and Head of

Coordination and Public Affairs Division. Mr Pezzullo has a BA (Hons) in
History from Sydney University.

Mr David J Ritchie

Deputy Secretary, Department of Foreign Affairs and Trade
Mr Ritchie joined the then Department of Foreign Affairs in 1975.

Overseas he has served in Bonn (1975–78), Berlin (1981–83), Nairobi

(1986–88), Lusaka (1988) and as Ambassador in Jakarta (2002–05).
In Canberra, Mr Ritchie has worked in a series of areas, including

as Head of Ministerial and Cabinet Liaison Section and Executive
Assistant to the Secretary. From 1992-97 Mr Ritchie served in the
International Division of the Department of Prime Minister and

Cabinet. From 1997-99 Mr Ritchie was First Assistant Secretary, South

Pacific, Africa and Middle East Division. From 1999–2001 Mr Ritchie was
Senior Adviser (International Relations) to the Prime Minister, the Hon
John Howard MP. From February 2001 Mr Ritchie was First Assistant
Secretary, International Organisations and Legal Division and was

then promoted to Deputy Secretary in July 2001. He took up duty in

Jakarta in November 2002 and presented credentials to then President
Megawati in February 2003. On return Mr Ritchie took up duty as

Deputy Secretary in the Department of Foreign Affairs and Trade in
January 2006.
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Uhrig Review
In late 2002 the government appointed Mr John Uhrig AC to undertake a review of the
corporate governance of Commonwealth statutory authorities and office holders. The

objective of the review was to identify issues surrounding existing governance arrangements
and to provide options for government to improve the performance and get the best from
statutory authorities and office holders, and their accountability frameworks.

The review was asked to develop a broad template of governance principles and arrangements
that the government could extend to statutory authorities and office holders, and potentially
beyond, to a wider range of public sector bodies.

ASPI performs well against the governance standards identified by Uhrig, but there was one
important area where change to our corporate governance arrangements was identified.

It involves the role of the Secretary of the Department of Defence and the Secretary of the

Department of Foreign Affairs and Trade. Uhrig recommends that department heads are not
appointed to external boards because they would have a ‘conflict of duties’. That is, by virtue
of their obligations under the Public Service Act 1999 and the Financial Management and

Accountability Act 1997 they have obligations to their respective Minister, but as company

directors they have responsibilities to the company under the Corporations Act 2001 which
may give rise to a conflict.

The recommendation from the Department of Finance and Administration, who are

responsible for the implementation of the Uhrig recommendations across government, is that
ASPI’s constitution should be amended to remove the two Secretaries from the ASPI Council.

The Uhrig Review also recommended that the Minister for Defence issue an annual Statement
of Expectation in the form of a charter letter to ASPI’s Chairman. We understand that this

would take a form similar to the first charter letter signed by Peter Reith in August 2001, but
may offer specific goals for the coming year.

ASPI will implement these changes in the next financial year.
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ASPI’s Council is responsible for the overall direction of the Institute.
A number of subcommittees have been formed with responsibility for
overseeing different aspects of ASPI’s work.

CHAPTER

3

CORPORATE GOVERNANCE
THE COUNCIL
REMUNERATION AND STAFFING COMMITTEE
FINANCE and AUDIT COMMITTEE
RESEARCH PROGRAM COMMITTEE
SPONSORSHIP COMMITTEE

The Council
The Australian Strategic Policy Institute is governed by a Council of twelve members representing
experience, expertise and excellence across a range of professions including business, academia,
and the Defence Force. The Council includes the nominees of the Prime Minister, the Leader of

the Opposition and Government. The Secretary of the Department of Defence and the Secretary
of the Department of Foreign Affairs and Trade serve on the Council ex-officio. Both Secretaries

have Deputy Secretaries from their respective departments who serve as alternate directors. They
exercise the full powers of a Director only when the Director is absent.
Mr Mark Johnson was appointed as Chairman in August 2005.

Attendance Table – Council
Council Meeting Attendance
Major General Adrian Clunies-Ross (Retd)

07/07/05

03/11/05

24/02/06

26/05/06















AO, MBE

(Acting Chairman)
Mr Mark Johnson
(Chairman)
Mr Michael L’Estrange









The Hon Jim Carlton AO









Prof Alan Dupont









Mr Paul McClintock









Mr Des Moore









The Hon Jocelyn Newman AO









Brig Jim Wallace (Retd) AM









Mr Ric Smith AO, PSM









Dr J Roland Williams CBE









Mr Stephen Loosley









Committee membership
A number of sub-committees meet quarterly, or as required. The activities of these
committees are described below. The ASPI Director also attends these meetings.
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REMUNERATION AND STAFFING COMMITTEE
The Remuneration and Staffing Committee has two broad areas of responsibility. The first

is to establish and review the overall staffing plan for ASPI. This includes providing guidance

to the ASPI Director on the number of staff and the staffing profile (that is, the mix of senior
researchers, interns and junior staff).

The second role of this committee is to provide guidance as to the level of remuneration that
should be offered to senior staff on appointment.

FINANCE AND AUDIT COMMITTEE
The Committee is responsible for allocating money and reviewing the broad financial impacts
of meeting the agreed ASPI work program. It sets expenditure targets for the Institute and
overviews the preparation of financial reports required by the Corporations Act and the

Commonwealth Authorities and Companies Act. It also now incorporates managing and

reviewing the internal and external audit process, numerous risk management issues, and
the adequacy of ASPI’s accounting, financial and operating controls. The committee also

reviews regular reports from the external and internal auditors on matters that arise in the
performance of their respective roles.

The Finance and Audit Committee also assists in developing strategies for expanding the

income base of the Institute. It also reviews the performance of the Institute in respect of the
Funding Agreement with Defence.

The Committee remains responsible for establishing a policy for financial delegations and
approval to commit funds.

Acumen Alliance, ASPI’s internal auditors, conducted our internal audit in April 2006.
ASPI is subject to the Commonwealth Authorities and Companies Act 1997, and consequently,

has the Australian National Audit Office (ANAO) as its external auditor. The ANAO conducts an
interim audit each May and a final audit of our financial statements in August.

The Committee invites a representative from the Institute’s internal auditor along with ASPI’s
accountant to attend committee meetings to offer on hand advice on ASPI’s financial and
auditing processes and requirements.

Membership includes Major General Clunies-Ross (Chair), Mr Carlton, Mr Smith, Mr Loosely,
Mr Moore, Dr Williams and Mr McClintock.
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Attendance Table — Finance/Audit Committee
Finance and Audit Committee Attendance

07/07/05

03/11/05

24/02/06

26/05/06

Major General Adrian Clunies-Ross (Retd)
(Chair)









The Hon Jim Carlton AO









Mr Ric Smith AO, PSM









Mr Stephen Loosley









Dr J Roland Williams CBE









Mr Des Moore









Mr Paul McClintock









RESEARCH COMMITTEE
The Research Programs Committee is now a committee of the full Council. Therefore all
activities are no longer reported separately.

SPONSORSHIP COMMITTEE
A committee comprising Mr Carlton (Chair), Dr Williams, Mr Loosley and Mr McClintock has

been established for the evaluation of sponsorship proposals in line with the policy. ASPI needs
to offer value to its sponsors, but not risk offering advice or other services that could, or could
be perceived to compromise the Institute’s independence. The ASPI Director consults the
committee on sponsorship proposals out of session.
Sponsorship Committee Attendance

07/07/05

03/11/05

26/05/06

The Hon Jim Carlton AO (Chair)







Dr J Roland Williams CBE







Mr Paul McClintock







Mr Stephen Loosley







40 ASPI Annual Report 2005–2006

Corporate Governance 41

ASPI is organised around a small core staff with the bulk of its research
work contracted out to specialists. The great advantage of that approach
is that it provides the Institute with the flexibility and agility to tackle the
broadest range of strategic policy issues.

CHAPTER
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ASPI STRUCTURE

THE STAFF
The Australian Strategic Policy Institute has a small core staff, with its day-to-day operations

run by the Director (Chief Executive Officer), Major General Peter Abigail AO (Retd). A Director

of Programs, four Program Directors, an Office Manager, a Research and Information Manger,
two Events Managers, an Information and Publications Officer and a Senior Research Officer
staff ASPI.

A description of the roles and functions of the programs and staff is listed below.

Director of Programs
Peter Jennings

Director of Research Programs for ASPI was responsible for the

Institute’s research and publications programs on defence and

international security issues, while assisting with the development of

business plan activities. Mr Peter Jennings returned to the Department
of Defence in January 2006 and his position remained vacant for the
remainder of the financial year.

ASPI’s Programs
There are four ASPI programs. They produce publications and hold

events including lectures, conferences and seminars around Australia,
as well as dialogues on strategic issues with key regional countries.

Budget and Management Program
Mark Thomson

This program covers the full range of questions concerning the delivery
of capability, from financial issues and personnel management

to acquisition and contracting out issues that are central to the
government’s policy responsibilities.
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Operations and Capability Program
Aldo Borgu and Andrew Davies

This program covers ASPI’s work on the operational needs of the

Australian Defence Force, the development of our defence capabilities,
and the impact of new technology on our armed forces. Mr Aldo

Borgu ceased employment in February 2006 and Mr Andrew Davies
commenced with the Institute in April 2006.

Outreach Program
Brendan McRandle

One of the most important roles for ASPI is to involve the broader

community in the debate of defence and security issues. The thrust of

the activities will be to provide access to the issues and facts through a
range of activities and publications.

Strategy and International Program
Elsina (Ellie) Wainwright

This program covers ASPI’s work on Australia’s international security
environment, the development of our higher strategic policy, our

approach to new security challenges, and the management of our
international defence relationships.

Office Manager
Noeline Healey

The Office Manager runs the day-to-day administration of the Institute.
The Office Manager manages accounting and resource issues in

tandem with ASPI’s Accountant, and is responsible across a number
of areas including IT equipment, office accommodation and travel
arrangements.
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Research and Information Manager
Janice Johnson

The Research and Information Manager is responsible for information
flows into ASPI through a variety of sources including the Internet,

periodical collection and publications, as well as through establishing

and maintaining links with libraries and other information sources. She
is also responsible for managing information flows to our audience
through our publication process and our web site.

Events Program
Lynne Grimsey
Tas Frilingos

ASPI’s Events Team are responsible for the organisation, publicising

and running of events (ASPI Events, 1.5 Track Dialogue, Visitors Program,

Publication Launches), and the formalisation and maintenance of ASPI’s
relationships with think-tanks abroad.

Senior Research Officer
Raspal Khosa

ASPI’s Senior Research Officer is responsible for the preparation and

research of the Defence Almanac publication and upcoming defence
capability annuals.

Information and Publications Officer
Paula Tychsen

ASPI’s Information and Publications Officer is responsible for assisting

with publication production, the events and visitors program and web
site maintenance.
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STATEMENT BY DIRECTORS

In our opinion:
(a) the financial statements and notes of the company are in accordance with the Corporations
Act 2001, including:
(i) giving a true and fair view of the company’s financial position as at 30 June 2006 and of
the company’s performance for the year ended on that date; and
(ii) complying with Accounting Standards and Corporations Regulations 2001; and
(b) there are reasonable grounds to believe that the company will be able to pay its debts as and
when they become due and payable.
This declaration is made in accordance with a resolution of the directors.

_________________________
Mark Johnson
Chairman
1 September 2006

_________________________
Adrian Clunies-Ross
Deputy Chairman
1 September 2006
Canberra
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Australian Strategic Policy Institute Limited

INCOME Statement
for the year ended 30 June 2006

Revenues from Ordinary Activities
Revenues from government
Sales of goods and services
Interest
Total Revenues from Ordinary Activities

Expenses from Ordinary Activities

Employees
Suppliers
Depreciation and amortisation
Net loss from assets disposed
Write-down and impairment of assets
Total Expenses from Ordinary Activities
Operating surplus (deficit) from Ordinary Activities

Equity interests

Net surplus (deficit) attributable to the Commonwealth
Opening accumulated results attributable to the Company
at the beginning of the period
Total available for appropriation

Accumulated surpluses at end of reporting period

The accompanying notes form part of these financial statements
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Notes

2005–06
$

2004–05
$

5A
5B
5C

2,522,000
845,288
38,459
3,405,747

2,261,000
268,322
65,742
2,595,064

6A
6B
6C
6D
6E

1,456,715
1,788,298
59,245
2,835
78,428
3,385,521

1,427,092
1,593,888
55,562
24,962
31,527
3,133,031

20,226

(537,967)

20,226

(537,967)

289,094
309,320

827,061
289,094

309,320

289,094

Australian Strategic Policy Institute Limited

BALANCE SHEET
as at 30 June 2006

Notes

2005–06
$

2004–05
$

7A
7B
7C
7D

504,755
244,205
64,990
36,758
850,708

811,839
89,271
96,882
38,448
1,036,440

8A, 8C
8B, 8C

150,581
31,353
181,934

144,144
37,085
181,229

1,032,642

1,217,669

ASSETS

Current Assets

Cash
Receivables
Inventory
Other current assets
Total current assets

Non-current assets

Infrastructure, plant and equipment
Intangibles
Total non-current assets

Total assets

LIABILITIES

Current Liabilities

Employee Payables
Supplier Payables
Employee Provisions
Total current liabilities

9A
9B
10

47,109
297,400
173,180
517,689

95,640
415,451
209,883
720,974

Employee Provisions
Total non-current liabilities

10

33,573
33,573

35,541
35,541

Total liabilities

551,262

756,515

Net Assets

481,380

461,154

172,060
309,320
481,380

172,060
289,094
461,154

Non-current liabilities

EQUITY
Contributed equity
Retained earnings
Total equity

11
11

The accompanying notes form part of these financial statements
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Australian Strategic Policy Institute Limited

cash flow Statement
for the year ended 30 June 2006

Notes

2005–06
$

2004–05
$

2,774,200
808,891
47,662
3,630,753

2,487,100
328,938
67,655
2,883,693

(1,555,024)
(2,152,512)
(163,365)
(3,870,901)

(1,441,405)
(2,056,909)
(93,471)
(3,591,785)

(240,148)

(708,091)

600
600

-

(67,536)
(67,536)
(66,936)

(57,975)
(57,975)
(57,975)

(307,084)
811,839

(766,066)
1,577,905

504,755

811,839

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received

Annual Funding
Sales of goods and services
Interest
Total cash received

Cash used

Employees
Suppliers
GST paid to ATO
Total cash used
Net cash from/(used in) operating activities

11

CASH FLOWS FROM INVESTING ACTIVITIES
Cash received

Proceeds from sale of property, plant and equipment
Total cash received

Cash used

Purchase of property, plant and equipment
Total cash used
Net cash from/(used in) investing activities
Net increase / (decrease) in cash held
Cash at the beginning of the reporting period
Cash at the end of the reporting period

The accompanying notes form part of these financial statements
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6A

Australian Strategic Policy Institute Limited

STATEMENT OF CHANGES IN EQUITY
for the year ended 30 June 2006

Contributed equity

Retained earnings

Total equity

2005–06

2004–05

2005–06

2004–05

2005–06

$

$

$

$

$

$

172,060

172,060

289,094

827,061

461,154

999,121

Adjustments for errors

–

–

–

–

–

–

Adjustments for changes in
accounting policies

–

–

–

–

–

–

–

–

–

–

–

–

Net income recognised
directly in equity

–

–

–

–

–

–

Net operating result

–

–

20,226

(537,967)

20,226

(537,967)

172,060

172,060

309,320

289,094

481,380

461,154

Distribution to owners

–

–

–

–

–

–

Contributions to owners

–

–

–

–

–

–

Total transactions with
owners

–

–

–

–

–

–

Transfers between equity
components

–

–

–

–

–

–

172,060

172,060

309,320

289,094

481,380

461,154

Opening balance

2004–05

Adjustments

Total adjustments
Income and Expenses

Total Income and Expenses
Transactions with owners

Closing balance as at
30 June 2006

The accompanying notes form part of these financial statements
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schedule of commitments
as at 30 June 2006

2005–06
$

2004–05
$

239,111
239,111

447,865
447,865

21,737

40,715

217,374

407,150

186,320
31,054
217,374

183,747
183,747
39,656
407,150

186,320
31,054
217,374

183,747
183,747
39,656
407,150

BY TYPE

Other Commitments

Operating leases
Total other commitments

Commitments Receivable
Net commitments

BY MATURITY

All net commitments
One year or less
From one to two years
From two to five years
Net commitments

Operating Lease Commitments
One year or less
From one to two years
From two to five years
Net commitments

Operating leases comprise a lease for office accommodation.
The lease for office accommodation has an option for a further term of three years.
The lease payments may be reviewed every two years.

The accompanying notes form part of these financial statements
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Description

Note

Summary of Significant Accounting Policies

1

Transition to Australian Equivalents to International

2

Financial Reporting Standards
Economic Dependency

3

Events after the Balance Sheet Date

4

Revenues

5

Expenses

6

Current Assets

7

Non-current Assets

8

Payables

9

Provisions

10

Equity

11

Cashflow Reconciliation

12

Remuneration of Directors

13

Related Party Disclosures

14

Remuneration of Auditors

15

Financial Instruments

16

Contingent Liabilities and Contingent Assets

17

The accompanying notes form part of these financial statements
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The financial report of the Australian Strategic Policy Institute Limited for the year ended

30 June 2006 was authorised for issue in accordance with a resolution of the directors on
1 September 2006.

NOTE 1 - Summary of Significant Accounting Policies
a) Basis of Preparation
The financial report a general purpose financial report, which has been prepared in accordance
with the requirements of the Corporations Act 2001, Australian Accounting Standards, and

interpretations issued by the AASB and UIG that apply for the reporting period.

This is the first financial report to be prepared under Australian Equivalents to International
Financial Reporting Standards (AEIFRS). The impacts of adopting AEIFRS are disclosed in
Note 2.

The financial statements have been prepared on an accrual basis. The financial statements
are in accordance with the historical cost convention, and except where stated, do not take
into account changing money values. Cost is based on the fair values of the consideration
given in exchange for assets.

The financial report is presented in Australian dollars and values are rounded to the nearest
dollar.

Unless alternative treatment is specifically required by an accounting standard, assets and

liabilities are recognised in the Balance Sheet when and only when it is probable that future
economic benefits will flow and the amounts of the assets or liabilities can be reliably
measured.

Unless alternative treatment is specifically required by an accounting standard, revenues
and expenses are recognised in the Income Statement when and only when the flow or
consumption or loss of economic benefits has occurred and can be reliably measured.
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b) Statement of compliance
The financial report complies with Australian Accounting Standards, which include Australian
Equivalents to International Financial Reporting Standards (AEIFRS).

The Australian Accounting Standards that have recently been issued or amended but are not

yet effective have not been adopted for the annual reporting period ending 30 June 2006 are:
ASB
Amendment

Affected Standards

2005-1

Application
date of
Standard*

Nature of change to
accounting policy

Impact
expected
on financial
report

AASB 139: Financial
1 January 2006
Instruments: Recognition and
Measurement

Amends hedging
requirements for
foreign currency risk of
a highly probable intragroup transaction.

No expected
impact.

2005-4

AASB 139: Financial
1 January 2006
Instruments: Recognition and
Measurement,
AASB 132: Financial
Instruments: Disclosure and
Presentation,
AASB 1: First-time adoption
of AIFRS,
AASB 1023: General
Insurance Contracts, and
AASB 1038: Life Insurance
Contracts

Amends AASB 139,
AASB 1023 and AASB
1038 to restrict the
option to fair value
through profit or
loss and makes
consequential
amendments to AASB 1
and AASB 132.

No expected
impact.

2005-5

AASB 1: First time adoption
1 January 2006
of AIFRS, and
AASB 139: Financial
Instruments: Recognition and
Measurement

Amends AASB 1 to
allow an entity to
determine whether
an arrangement is, or
contains, a lease.
Amends AASB 139 to
scope out a contractual
right to receive
reimbursement (in
accordance with AASB
137) in the form of cash.

No expected
impact.

Financials

61

Australian Strategic Policy Institute Limited

notes to and forming part of the financial statements
for the year ended 30 June 2006

ASB
Amendment

Affected Standards

Application
date of
Standard*

Nature of change to
accounting policy

2005-6

AASB 3: Business
Combinations

1 January 2006

Amends the scope
No expected
to exclude business
impact.
combinations involving
entities or businesses
under common control.

2005-9

AASB 4: Insurance Contracts, 1 January 2006
AASB 1023: General
Insurance Contracts,
AASB 139: Financial
Instruments: Recognition and
Measurement, and
AASB 132: Financial
Instruments: Disclosure and
Presentation

Amended standards
in regards to financial
guarantee contracts.

No expected
impact.

2005-10

AASB 132: Financial
1 January 2007
Instruments: Disclosure and
Presentation,
AASB 101: Presentation of
Financial Statements,
AASB 114: Segment
Reporting,
AASB 117: Leases,
AASB 133: Earnings per share,
AASB 139: Financial
Instruments: Recognition and
Measurement,
AASB 1: First time adoption
of AIFRS,
AASB 4: Insurance Contracts,
AASB 1023: General
Insurance Contracts, and
AASB 1038: Life Insurance
Contracts

“Amended
requirements
subsequent to the
issuing of AASB 7.”

No expected
impact.

AASB7 Financial
Instruments: Disclosures

Revise the disclosure
requirements for
financial instruments
from AASB132
requirements.

No expected
impact.

1 January 2007

Impact
expected
on financial
report

* Application date is for annual reporting periods beginning on or after the date shown
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The following amendments are not applicable to the ASPI and therefore have no impact
AASB Amendment

Affected Standard(s)

2005-2

AASB 1023: General Insurance Contracts

2005-12

AASB 1038: Life Insurance Contracts, and AASB 1023: General

2005-13

AAS 25: Financial Reporting by Superannuation Plans

2006-1

AASB 121: The Effects of Changes in Foreign Exchange Rates

Insurance Contracts

The ASPI intends to adopt all of the standards upon their application date.

c) Significant Accounting Judgments and Estimates
No accounting assumptions or estimates have been identified that have a significant risk of
causing material adjustment to carrying amounts of assets and liabilities within the next
accounting period.

d) Comparatives
Comparative figures for the 2004-2005 financial year are provided.
In line with AASB 101 Presentation of Financial Statements, the presentation of the Company’s

balance sheet has changed from a basis of liquidity to one based on current and non-current

assets, and current and non-current liabilities. For comparative purposes, $62,912 of employee
provisions for 2004-05 has been reclassified from non-current liabilities to current liabilities.

e) Revenue
(i) Revenues from Government
The full amount of funding received from the Department of Defence is recognised as
revenue.

(ii) Sales of goods
Revenue is recognised when the significant risks and rewards or ownership of the goods have
passed to the buyer and the costs incurred in respect of the transaction can be measured
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reliably. Risks and rewards of ownership are considered passed to the buyer at the time of
delivery of the goods to the customer.
(iii) Rendering of Services
Revenue from rendering of services is recognised by reference to the stage of completion of
contracts at the reporting date. The revenue is recognised when
–
–

the amount of revenue, stage of completion and transaction costs incurred can be reliably

measured; and

the probable economic benefits with the transaction will flow to the entity.

(iii) Interest revenue
Interest revenue is recognised using the effective interest method as set out in AASB 139.

f) Leases
Operating lease payments are recognised as an expense in the income statement in the year
in which they occurred.

g) Cash
Cash means notes and coins held and any deposits held at call with a bank or financial
institution. Cash is recognised at its nominal amount.

h) Trade and other receivables
The ASPI has elected to apply the option available under AASB 1 of adopting AASB 132 and
AASB 139 from 1 July 2005.

Trade receivables, which generally have 30 day terms, are recognised and carried at original

invoice amount. An allowance for doubtful debts is made when there is objective evidence

that the ASPI will not be able to collect the debts. Bad debts are written off when identified.
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i) Derecognition of Financial Assets and Liabilities
The ASPI has elected to apply the option available under AASB 1 of adopting AASB 132 and 139
from 1 July 2005.

Financial assets are derecognised when the contractual rights to the cash flows from the

financial assets expire or the asset is transferred to another entity. In the case of a transfer to
another entity, it is necessary that the risks and rewards of ownership are also transferred.

Financial liabilities are derecognised when the obligation under the contract is discharged or
cancelled or expires.

For the comparative year, financial assets were derecognised when the contractual right to

receive cash no longer existed. Financial liabilities were derecognised when the contractual
obligation to pay cash no longer existed.

j) Impairment of financial assets
The ASPI has elected to apply the option available under AASB 1 of adopting AASB 132 and 139
from 1 July 2005.

Financial assets are assessed for impairment at each balance date.
Financial Assets held at Amortised Cost
If there is objective evidence that an impairment loss has been incurred for loans and

receivables or held to maturity investments held at amortised cost, the amount of the loss
is measured as the difference between the asset’s carrying amount and the present value

of estimated future cash flows discounted at the asset’s original effective interest rate. The

carrying amount is reduced by way of an allowance account. The loss is recognised in profit
and loss.

Financial Assets held at Cost
If there is objective evidence that an impairment loss has been incurred on an unquoted

equity instrument that is not carried at fair value because it cannot be reliably measured,
or a derivative asset that is linked to and must be settled by delivery of such an unquoted
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equity instrument, the amount of the impairment loss is the difference between the carrying
amount of the asset and the present value of the estimated future cash flows discounted at
the current market rate for similar assets.
Available for Sale Financial Assets
If there is objective evidence that an impairment loss on an available for sale financial asset
has been incurred, the amount of the difference between its cost, less principal repayments

and amortisation, and its current fair value, less any impairment loss previously recognised in
profit and loss, is transferred from equity to the profit and loss.
Comparative Year
The above policies were not applied for the comparative year. For receivables, amounts were

recognised and carried at original invoice amount less a provision for doubtful debts based on

an estimate made when collection of the full amount was no longer probable. Bad debts were
written off as incurred.

Other financial assets carried at cost which were not held to generate net cash inflows,

were assessed for indicators of impairment. Where such indicators were found to exist, the

recoverable amount of the assets was estimated and compared to the assets carrying amount
and, if less, reduced to the carrying amount. The reduction was shown as an impairment loss.

k) Property, Plant and Equipment
Property, plant and equipment is stated at cost, less, where applicable, any accumulated

depreciation or amortisation and any accumulated impairment losses. Costs incurred on

property, plant and equipment subsequent to initial acquisition are capitalised when it is
probable that future economic benefits, in excess of the originally assessed performance

of the asset will flow to the company in future years. Costs incurred on property, plant and
equipment which do not meet the criteria for capitalisation are expensed as incurred.

The Company recognises all acquisitions with an expected life exceeding twelve months and

a cost value exceeding $500. Acquisitions with a cost value less than $500 are not capitalised,
but are expensed in the year of acquisition.
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The ASPI acquired assets at no cost from the Department of Defence in 2001/2002. These

assets were initially recognised as contributions by owners at fair value at date of contribution.
An equivalent adjustment was made directly against equity.

Depreciation is calculated on a straight-line basis, at rates based on their assessed useful

life to the company. Leasehold improvements are amortised on a straight line basis over the
lesser of the estimated useful life of the improvements or the unexpired period of the lease.
The following useful lives are used:
Infrastructure, plant and equipment

2005–06

2004–05		

2 to 15 Years

2 to 15 Years

Assets are depreciated or amortised from the date of acquisition or, in respect of internally
constructed assets, from the time an asset is completed and held ready for use.

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted
if appropriate, at each financial year end.

(i) Impairment
All infrastructure, plant and equipment assets were assessed for impairment at 30 June 2006

with recoverable amounts being estimated when events or changes in circumstances indicate
that the carrying amount may be impaired. An impairment exists when the carrying value

of an asset exceeds its estimated recoverable amount. The asset is then written down to its

recoverable amount. In determining the recoverable amount, cash flows were not discounted.
For infrastructure, plant and equipment, impairment losses are recognised in the income
statement.

l) Intangibles
The ASPI’s intangibles comprise purchased software and an internally developed web site.
These assets are carried at cost.

All intangible assets were assessed for impairment at 30 June 2006 with recoverable amounts
being estimated when events or changes in circumstances indicate that the carrying amount

Financials

67

Australian Strategic Policy Institute Limited

notes to and forming part of the financial statements
for the year ended 30 June 2006

may be impaired. An impairment exists when the carrying value of an asset exceeds its

estimated recoverable amount. The asset is then written down to its recoverable amount. In
determining the recoverable amount, the relevant cash flows have been discounted to their
present value.

Amortisation is calculated on a straight-line basis, at rates based on their assessed useful life
to the company.

The following useful lives are used:
2005–06		 2004–05
Web Site

3 years

3 years

Purchased Software

3 years

3–6 years

m) Inventories
Inventories held for sale are measured at the lower of cost or net realisable value. Net

realisable value is determined on the basis of each inventory line’s expected recoverable
amount. Selling expenses are estimated and deducted to establish net realisable value.

The cost of inventories is based on the first in first out principle and includes expenditure
incurred in acquiring the inventories and bringing them to their location and condition.

The carrying amount of inventories sold have been recognised as an expense in the financial
year in which the related revenue is recognised.

n) Taxation
The ASPI is exempt from all forms of taxation except fringe benefits tax, the goods and
services tax and payroll tax.

Revenues, expense and assets are recognised net of GST:
–

except where the amount of GST incurred is not recoverable from the Australian Tax

Office; and

–The accompanying
except for receivables
and
payables
notes form part
of these
financial statements
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Cash flows are included in the Cash Flow Statement on a gross basis and the GST component
of cash flows arising from investing and financing activates, which is recoverable from, or
payable to the Australian Tax Office are classified as operating cash flows.

o) Suppliers Payable
Trade creditors and accruals are recognised at their nominal amounts, being the amounts at

which the liabilities will be settled. Liabilities are recognised to the extent that the goods and
services have been received ( and irrespective of having been invoiced). Trade accounts are
normally settled within 30 days.

p) Employee Entitlements
Wages, salaries and annual leave
The provisions for employee entitlements to wages, salaries and annual leave represents

the amount which the company has a present obligation to pay resulting from employees’

services provided up to balance date. The provisions have been calculated at undiscounted
amounts based on current wages and salary rates and include related on-costs.

The portion of the provision for annual leave that is current has been assessed based on leave
expected to be taken within 12 months.
Long service leave
The provision for long service leave reflects the present value of the estimated future cash

flows to be made in respect of all employees, resulting from employees’ services provided up

to balance date. Related on-costs have also been included in the provision. The portion of the
provision for long service leave that is current has been determined based on leave expected
to be taken within 12 months.

Provisions for leave entitlements which are not expected to be settled within twelve months
are discounted using rates attaching to notional government securities at balance date,

which most closely match the terms of maturity of the related liabilities. In determining the

provision for employee entitlements, consideration has been given to future increases in wage
and salary rates, and expected company’s staff departures.
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Sick leave
No provision has been made for sick leave. All sick leave is non-vesting and the average sick
leave taken by staff is estimated to be less than the sick leave annually accrued.

q) Insurance
The ASPI has insured for risks through the Government’s insurable risk managed fund, called
‘Comcover’. In addition ASPI has taken out workers compensation cover through ‘Comcare’.

r) Return of Funds
The ASPI’s annual funding agreement provides that if the ASPI has surplus funds, in respect
to its annual funding, in excess of 5% of the annual funding amount, the excess must be
returned to the Department of Defence. There is no return of funds for the 2005-2006
financial year.
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Note 2 - Transition to Australian Equivalents to International Financial
Reporting Standards
For all periods up to and including the year ended 30 June 2005, the ASPI prepared its financial
statements in accordance with Australian generally accepted accounting principles (AGAAP).
The financial statements for the year ended 30 June 2006 are the first the ASPI is required
to prepare in accordance with Australian Equivalents to International Financial Reporting
Standards (AEIFRS).

Accordingly, the ASPI has prepared financial statements that comply with AEIFRS applicable

for periods beginning on or after 1 July 2005 and the significant accounting policies meeting
those requirements are described in Note 1. In preparing these financial statements, the

Company has started from an opening balance sheet as at 1 July 2004, the Company’s date of
transition to AEIFRS.

There are no material adjustments required in restating the Company’s AGAAP balance sheet
as at 1 July 2004 and its previously published AGAAP financial statements for the year ended
30 June 2005.
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Note 3 — Economic Dependency
The Australian Strategic Policy Institute was incorporated as a Company Limited by Guarantee
on 22 August 2001 and is controlled by the Commonwealth of Australia.

The Institute is dependent on funding from the Department of Defence for its continued
existence and ability to carry out its normal activities. The funding agreement with
Department of Defence continues this arrangement to 30 June 2008.

Note 4 — Events after the Balance Sheet Date
There were no events that occurred after the balance sheet date that has the potential to
significantly affect the ongoing structure and financial activities of the Company.

Note 5 — Revenues

Note 5A — Revenues from Government
Department of Defence Funding
Total

Note 5B — Sales of Goods and Services
Goods and Services
Total

Goods and services were sold to:
Government
Non-Government

Note 5C — Interest
Interest income
Total
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2005–06

2004–05

$

$

2,522,000
2,522,000

2,261,000
2,261,000

845,288
845,288

268,322
268,322

133,427
711,861
845,288

106,841
161,481
268,322

38,459
38,459

65,742
65,742
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Note 6 — Expenses
Note 6A — Employee Expenses
Salaries & Wages
Superannuation
Recruitment Expenses
Motor vehicle expenses
Long Service Leave
Annual Leave
FBT
Payroll Tax
Other Employee Expenses
Total

Note 6B— Suppliers Expenses

Office Accommodation Operating Lease Rentals
Other Supplier Expenses
Total

Note 6C — Depreciation and Amortisation
Depreciation — Furniture & Fittings
Depreciation — Plant & Equipment
Amortisation — Computer Software
Amortisation — Leasehold Improvements
Amortisation — ASPI Web Site
Total

Note 6D — Net loss from assets disposed
Proceeds
Net book value of assets disposed
Total

Note 6E— Write down and impairment of assets
Write down of inventory
Plant & Equipment – impairment
Total

2005–06
$

2004–05
$

1,142,296
122,429
20,438
11,298
33,998
86,272
5,453
11,645
22,886
1,456,715

1,113,604
137,021
335
23,987
3,901
88,109
18,987
18,455
22,693
1,427,092

184,705
1,603,593
1,788,298

154,197
1,439,691
1,593,888

4,761
25,763
5,296
6,654
16,771
59,245

3,062
23,014
4,921
877
23,688
55,562

600
3,435
2,835

–
24,962
24,962

74,278
4,150
78,428

31,527
–
–
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Note 7 — Current Assets
2005–06
$

2004–05
$

504,705
50
504,755

811,739
100
811,839

Goods and services
GST receivable
Accrued Income
Other receivables
Total

195,136
18,089
30,980
244,205

4,445
22,860
10,288
51,678
89,271

Receivables are aged as follows:
less than 30 days
30 to 60 days
60 to 90 days
more than 90 days

173,509
60,922
5,645
4,129
244,205

88,323
314
210
424
89,271

64,990
64,990

96,882
96,882

36,758
36,758

38,448
38,448

Note 7A — Cash
Cash at bank
Cash on hand
Total

Note 7B — Receivables

Note 7C — Inventory
Inventory
Total

Note 7D — Other current assets
Prepayments
Total
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Note 8 — Non-Current Assets
Note 8A — Infrastructure, plant and equipment

Furniture & Fittings (at cost)
Furniture & Fittings — Accumulated Depreciation (at cost)
Leasehold Improvements (at cost)
Leasehold Improvements Amortisation (at cost)
Plant & Equipment (at cost)
Plant & Equipment — Accumulated Depreciation (at cost)
Total

Note 8B — Intangibles

Computer Software (at cost)
Computer Software Accumulated Amortisation (at cost)
Web Site (at cost)
Web Site Accumulated Amortisation (at cost)
Web Site WIP
Total

2005–06
$

2004–05
$

60,468
(14,807)
15,624
(7,531)
155,822
(58,995)
150,581

43,357
(10,046)
15,624
(877)
135,649
(39,563)
144,144

16,618
(7,617)
34,566
(24,814)
12,600
31,353

23,746
(13,936)
82,132
(54,857)
–
37,085
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14,807
45,661
33,311

Net book value as at 30 June 2006

Net book value as at 1 July 2005

–

Accumulated Depreciation/Amortisation as at 30 June 2006

Depreciation / Amortisation — Disposals

4,761

10,046

Accumulated Depreciation/ Amortisation
As at 1 July 2005

Depreciation / Amortisation

60,468

–

–

–

17,111

43,357

Furniture &
Fittings
$

Gross value as at 30 June 2006

Impairment

Disposal of assets

Disposals:

Work in Progress

Purchase of new assets

Additions:

Gross Value as at 1 July 2005

Item

14,747

8,093

7,531

–

6,654

877

15,624

–

–

–

–

15,624

Infrastructure,
plant and equipment
$
96,086

96,827

58,995

(6,331)

25,763

39,563

155,822

(4,150)

(8,541)

–

32,864

135,649

144,144

150,581

81,333

(6,331)

37,178

50,486

231,914

(4,150)

(8,541)

–

49,975

194,630

Total infrastructure,
plant and equipment
$

A) Reconciliation of the opening and closing balances of Infrastructure, plant and equipment and intangibles

Note 8C — Analysis of Infrastructure, Plant, Equipment and Intangibles
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Leasehold
Improvements
$
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Computer software
$
9,810

9,001

7,617

(11,616)

5,297

13,936

16,618

–

(12,088)

–

4,960

23,746

Web Site
$
27,275

22,352

24,814

(46,814)

16,771

54,857

47,166

–

(47,566)

12,600

–

82,132

Total intangibles
$
37,085

31,353

32,431

(58,430)

22,068

68,793

63,784

–

(59,654)

12,600

4,960

105,878

181,229

181,934

113,764

(64,761)

59,246

119,279

295,698

(4,150)

(68,195)

12,600

54,935

300,508

Total
$
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Note 9 — Payables
Note 9A — Employees
Salary and wages payable
Other employee payable
Total

Note 9B — Suppliers

Trade creditors
GST payable
Accrued supplier expenses
Unearned Income
Total

2005–06
$

2004–05
$

30,803
16,306
47,109

52,676
42,964
95,640

69,155
62,659
76,534
89,052
297,400

227,723
–
84,836
102,892
415,451

2005–06
$

2004–05
$

106,438
100,315
206,753

146,971
98,453
245,424

173,180
33,573

209,883
35,541

Note 10 — Provisions
Employees

Annual Leave Provision
Long Service Leave Provision
Total
The above provisions include a component for superannuation on-costs.

Employee liabilities are categorised as follows:
Current
Non Current
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Note 11 — Equity

Contributed equity
Retained earnings
Total

2005–06

2004–05

$
172,060
309,320
481,380

$
172,060
289,094
461,154

2005–06

2004–05

$

$

20,226
59,245
6,985

( 537,967)
55,562
24,962

(154,933)
1,690
31,892
(166,582)
(38,671)
(240,148)

( 32,146)
( 30,814)
( 31,374)
( 97,678)
( 58,636)
( 708,091)

Note 12 — Cash Flow Reconciliation

Reconciliation of operating surplus to net cash provided by
operating activities:
Net surplus (deficit)
Depreciation / Amortisation
Asset write offs
Change in assets and liabilities
Decrease (Increase) in Receivables
Decrease (Increase) in Other Current Assets
Decrease (Increase) in Inventory
Increase (Decrease) in Payables
Increase (Decrease) in Provisions
Net cash provided by operating activities
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Australian Strategic Policy Institute Limited

notes to and forming part of the financial statements
for the year ended 30 June 2006

Note 13 — Remuneration of Directors
a)
nil–$10,000
Total:

b) The aggregate amount of total remuneration of

Directors shown above.

2005–06

2004–05

12

12

No.’s

No.’s

12

12

32,855

38,857

1,665

2,387

c) The aggregate amount of superannuation payments
in connection with the retirement of Directors
included in total remuneration
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Australian Strategic Policy Institute Limited

notes to and forming part of the financial statements
for the year ended 30 June 2006

Note 14 — Related Party Disclosures
Directors of the Institute
The Directors of the Institute during the year were:
Ric Smith, Secretary to the Department of Defence AO, PSM

Michael L’Estrange, Secretary of the Department of Foreign Affairs and Trade
Mark Johnson (Chairman)
Dr J. Roland Williams CBE

The Hon Jocelyn Margaret Newman AO
The Hon James Joseph Carlton AO

Stephen Loosley				

MAJGEN Adrian Clunies-Ross AO, MBE (Retd)

J. Des C.C. Moore								
Prof Alan Dupont								

BRIG J J A Wallace (Retd) AM						

Paul McClintock								
The aggregate remuneration of Directors is disclosed in Note 13.

No director has entered into a material contract with the Company during the reporting

period, and there were no material contracts involving director’s interests existing at year

end. The Commonwealth of Australia is the controlling entity of the ASPI. The ASPI supplies
services to the Commonwealth. All such transactions are made within normal customer/

supplier relationships on terms and conditions no more favourable than those available to
other customers or suppliers and there are no exclusive rights to supply any such services.
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Australian Strategic Policy Institute Limited

notes to and forming part of the financial statements
for the year ended 30 June 2006

Note 15 — Remuneration of Auditors

Remuneration to the Auditor-General for auditing the financial statements

Remuneration to Acumen Alliance for internal audit services

2005–06
$
12,800
12,800

2004–05
$
12,000
12,000

7,140
7,140

11,040
11,040
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Financial Liabilities are recognised when a present
obligation to another party is entered into and the
amount of the liability can be reliably measured.
Creditors and accruals are recognised at their nominal
amounts, being the amounts at which the liabilities
will be settled. Liabilities are recognised to the extent
that the goods or services have been received (and
irrespective of having been invoiced).

Financial Liabilities

Trade creditors

9A & 9B

7B

Receivables — goods and services

These receivables are recognised at the nominal
amounts due less any provision for bad and doubtful
debts. Provisions are made when collection of the debt
is judged to be less rather than more likely.

Cash is recognised at its nominal amount.

7A

Cash

Accounting Policies and Methods (including
recognition criteria and measurement basis)
Financial assets are recognised when control over future
economic benefits is established and the amount of the
benefits can be reliably measured

Notes

Financial Assets

Financial Instrument Class

Note 16A — Terms, Conditions & Accounting Policies

Note 16 — Financial Instruments

for the year ended 30 June 2006

notes to and forming part of the financial statements

Australian Strategic Policy Institute Limited

Settlement is usually made net 30 days.

Credit terms are net 30 days.

Interest is paid at approximately 5.1% per annum.

Nature of underlying instrument (including significant
terms and conditions affecting the amount, timing
and certainty of cash flows)
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7B

Receivables — Goods and Services

Total Liabilities

Total Financial Liabilities

Trade creditors

Financial Liabilities

Total Assets

9A &9B

7A

Total Financial Assets

7A

Cash on hand

Notes

Cash at Bank

Financial Assets

Financial instrument

Note 16B — Interest Rate Risk

for the year ended 30 June 2006

–

–

–

–
–

–

128,324

–

503,900

128,324

–

2004–05
$

503,900

2005–06
$

Floating
Interest Rate

–

–

–

–

–

–

2005–06
$

–

–

683,415

–

–

683,415

2004–05
$

1 year or less

–

–

–

–

–

–

2005–06
$

–

–

–

–

–

–

2004–05
$

1 to 5 years

Fixed Interest Rate

–

–

–

–

–

–

2005–06
$

–

–

–

–

–

–

2004–05
$

> 5 years

notes to and forming part of the financial statements

Australian Strategic Policy Institute Limited

344,509

344,509

245,059

244,205

50

804

2005–06
$

511,091

511,091

89,371

89,271

100

–

2004–05
$

Non-Interest Bearing

551,262

344,509

344,509

1,032,642

748,959

244,205

50

504,704

2005–06
$

756,515

511,091

511,091

1,217,669

901,110

89,271

100

811,739

2004–05
$

Total

N/A

N/A

N/A

5.1%

2005–06
$

N/A

N/A

N/A

5.2%

2004–05
$

Weighted Average
Effective Interest
Rate
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9A & 9B

7A
7B

Note

344,509
344,509

344,509
344,509

504,754
244,205
748,959

2005–06
Aggregate net fair
value
$

504,754
244,205
748,959

Total carrying
amount
$

511,091
511,091

The economic entity’s maximum exposures to credit risk at reporting date in relation to each class of recognised financial assets is the carrying amount of those assets as
indicated in the Balance Sheet.
The economic entity has no significant exposures to any concentrations of credit risk.
All figures for credit risk do not take into account the value of any collateral or other security.

Note 16D — Credit Risk Exposure

Financial liabilities
The net fair value of trade creditors, all of which are short term in nature, are approximated by their carrying amounts.

511,091
511,091

811,839
89,271
901,110

2004–05
Aggregate net fair
value
$
811,839
89,271
901,110

Total carrying
amount
$

Financial assets
The net fair values of cash, deposits on call and non-interest bearing monetary financial assets approximate their carrying amounts.

Financial Liabilities
Trade creditors
Total Financial Liabilities

Financial Assets
Cash
Receivables — goods and services
Total Financial Assets

Note 16C — Net Fair Values of Financial Assets and Liabilities

for the year ended 30 June 2006

notes to and forming part of the financial statements

Australian Strategic Policy Institute Limited

Australian Strategic Policy Institute Limited

notes to and forming part of the financial statements
for the year ended 30 June 2006

Note 17 — Contingent Liabilities and Contingent Assets
The ASPI had no contingent liabilities or contingent assets as of balance date.
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ANNEX A
ASPI’s publications for 2005–2006
Specialist publication
The Cost of Defence: ASPI Defence Budget Brief 2006–2007
(May 2006)
This highly respected publication, now in its fifth year, continues to provide elected

representatives, government officials and the media with a detailed analysis of the complex
Defence budget. The Cost of Defence provides easy access to the elements of the Defence

budget to stimulate informed debate and help decision-makers better understand budgetary
aspects of defence policy.

ASPI Strategy reports
Your Defence Dollar: The 2005–06 Defence Budget
(August 2005)
This year’s federal budget was about the ADF’s commitment to operations in Iraq, Afghanistan
and the Solomon Islands and purchasing costly new equipment including joint strike fighters

and air warfare destroyers. So, more than ever, it’s important that every defence dollar is spent
to best effect. With this in mind, this report aims to inform discussion and scrutiny of the
Defence budget and the policy choices it entails.

Local Jihad: Radical Islam and terrorism in Indonesia
(September 2005)
Violent radicalism in Indonesia is seen by many as a relatively recent phenomenon, but a

closer look at modern Indonesian history shows the inaccuracy of this view. Terrorism might
be a global issue but for Australia the threat is inextricably tied up with the problems of the
future stability of our neighbours. Local Jihad makes a number of recommendations as to
what such a regional strategy might involve.
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Plague Anatomy: Health security from pandemics to bioterrorism
(December 2005)
This paper considers the spectrum of biological threats both natural and deliberate. How well
prepared is Australia to meet the twin challenges of infectious disease and bioterrorism?

Plague Anatomy explores these issues and offers some advice about how Australia should
incorporate these challenges into its thinking about security.

Shared Interests: Australia-India relations into the twenty-first century
(December 2005)
India matters to Australia, strategically, economically and diplomatically. At the fourth

Australia-India Security Roundtable, held in Canberra in April 2005, fourteen strategic analysts

from both countries met to discuss a range of important issues vital to each country’s defence
and security planning. This publication is a collection of the papers delivered.

In the Balance: China’s unprecedented growth and implications for the Asia–Pacific
(February 2006)
Few issues are more important to Australia’s long-term strategic position in the

Asia–Pacific than the health of China’s economy and the nature of Beijing’s foreign and

defence policies. In this report Chicago-based economist and prominent China watcher

David Hale gives his assessment of China’s economic prospects and the impact it will have
on the Asia–Pacific region.

Riding the Wave: The rise of China and options for Australian policy
(March 2006)
China’s rapid economic growth rates are accompanied by military advances, a quest for

markets, diplomatic assertiveness and increased national pride. Ross Terrill’s paper urges

clear thinking by Australians about the strength of the US, the place of deterrence, the ways
Beijing’s mercantilism differs from free-market approaches and whether an authoritarian
China can be an enduringly strong China.

Global Forces 2005: Proceedings of the ASPI conference
(April 2006)

Seventeen of the world’s sharpest strategic thinkers debated the key issues shaping global

and Asia–Pacific security at ASPI’s inaugural conference held over two days in September 2005.
This is a two volume set with Day 1 topics on Global Strategy and Day 2 on Strategic Change.
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ASPI Strategic Insights
Strategic Insight 18
Punching above our weight? Australia as a middle power
(August 2005)
For a long time now, the proud boast has been that Australia ‘punches above its weight’, both
in our international influence and in the performance of our armed forces. Dr Mark Thomson

delivers a comparative analysis of the personnel and economic resources that Australia, other
developed nations, allies and our neighbours devote to national defence.

Strategic Insight 19
Getting China Right: Australia’s policy options for dealing with China
(October 2005)
Peter Jennings argues the case for an Australian policy towards China that balances our

long-term interest in having both a sound economic relationship and growing political and
strategic contacts with China. It offers several new policy initiatives designed to promote

Australia’s interest in China and to balance these interests against vital national objectives.

Strategic Insight 20
Crunch Time: Planning Australia’s future defence force
(November 2005)
The Australian Government is making some big decisions about how billions of dollars will

be spent in the next stage of Australia’s largest military build up since Vietnam. The resulting

two public documents: a revised Defence Capability Plan that sets out the acquisition program
for the next decade, and a Strategic Update containing an explanation of why these new

investments must be made have now been produced. Dr Mark Thomson examines the issues
faced by the government and explores the critical question of long-term defence funding.

Strategic Insight 21
Pakistan’s Musharraf: Playing a balancing act
(November 2005)
Dr Claude Rakisits reviews the key domestic and foreign policy issues confronting President
Musharraf and asks what the Australian Government’s interests and options are in

supporting the president as he tries to handle his country’s challenging domestic and
external environment.
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Strategic Insight 22
Cutting Edge: The Collins experience
(February 2006)
Patrick Walters provides a broad overview of the Collins Class submarine project—the most
ambitious and controversial defence project ever undertaken in Australia. He examines the
industry, capability and strategic impact of this complex defence project and finds that the

Commonwealth’s $5 billion investment has not only provided Australia with a key strategic
asset but also greatly boosted the skill base of our naval construction industry.

Strategic Insight 23
Precarious State: Afghanistan and the international and Australian response
(March 2006)
This report was released in March this year shortly after British Prime Minister Tony Blair’s
address to Parliament in which he stressed the importance of Afghanistan to global

security and signs that the country is receiving increased international attention. Author

Dr Elsina Wainwright said that Australia is right to have renewed its focus on Afghanistan as

insurgency activity increases in the south and east. The report assessed the increased Taliban

activity and stressed the dangers facing the Australian deployment. Those dangers were duly
noted by the Australian Government in the months to follow.

Strategic Insight 24
Malaysia’s two-step hedging strategy: Bilateral and regional activism
(April 2006)
Dr John Lee assesses Malaysia’s strategic objectives and positioning in relation to the great
powers in its region, and its attempts to finesse bilateral and multilateral relations with

those powers. He argues that as Malaysia’s regional strategy swings between criticism of

and cooperation with the US and praise and suspicion of China, these variations have made
Malaysia’s strategic aims hard to read.

Strategic Insight 25
Reforming the United Nations: Kofi Annan’s agenda gets a reality check
(May 2006)
As the dust settles from the 2005 UN reform jamboree and Kofi Annan enters the twilight
months of his second term as Secretary-General, the United Nations has created two new

institutions—a Peacebuilding Commission and a Human Rights Council—but has anything
really changed? Respected author and academic Simon Chesterman examines the context
within which recent efforts at reform should be understood while assessing the key
institutional and normative achievements over the last few years.
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Strategic Insight 26
Securing the transnational movement of trade and people in the era of
global terrorism
(June 2006)
Former Commissioner US Customs and Border Protection (CBP) Robert Bonner spoke at
a National Security Policy seminar in Canberra which was co-hosted by ASPI and Unisys

on Wednesday, 24 May 2006. The Insight is a transcript of his presentation where he told

attendees of the forum that interoperability between agencies and jurisdictions was essential

in this age of global terrorism. He addressed important national and homeland security issues
faced by the United States after the terrorist attacks of 9/11.
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ANNEX B
ASPI’s Events Program FOR 2005–2006
Visitors Program
Mr Peter Brookes, Senior Fellow for National Security Affairs & Director Asian
Studies Center, The Heritage Foundation, 27 July 2005
ASPI hosted a roundtable with Mr Peter Brookes, Senior Fellow for National Security Affairs
& Director Asian Studies Center, The Heritage Foundation, on Wednesday, 27 July 2005. Mr
Brookes is an expert in the areas of foreign policy, national security, Asia and the Pacific;

intelligence and terrorism. Members of government and academia attended the discussion,

which focused on foreign policy initiatives of the Second Bush Administration. The roundtable
provided the opportunity for ASPI to further develop and promote effective international
partnerships while addressing significant regional and global strategic challenges.

Central Military Commission (CMC) Office Defence Policy Study Delegation, 28 July
2005
ASPI hosted a discussion with a Central Military Commission (CMC) Office Defence Policy

Study Delegation on Thursday, 28 July 2005. The delegation was led by Major General Wang

Guanzhong. Discussion addressed several issues including Asia–Pacific and international and
regional security.

Political Study Tour - Republic of Korea, 12 August 2005
The Australian Political Exchange Council hosted its inaugural delegation from the Republic
of Korea as guests on a political study tour from 7-16 August 2005. The Council’s aim for

visiting delegations is to provide an understanding of Australia and our political system. The

delegation visited ASPI on Friday, 12 August to discuss political, economic and strategic issues.

China Institute for Contemporary International Relations (CICIR), 15 August 2005
The Department of Foreign Affairs and Trade facilitated a visit by a four-member China

Institute for Contemporary International Relations delegation led by Vice President Li Shaoxian
from 15–17 August 2005. ASPI hosted a roundtable with the CICIR delegation on Monday, 15

August 2005. Discussion focused on regional and global issues such as national strategies and
counter terrorism.
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Professor Simon Chesterman, Executive Director of the Institute for International
Law and Justice at New York University School of Law, 16 August 2005
ASPI hosted a roundtable with Professor Simon Chesterman, Executive Director of the

Institute for International Law and Justice at New York University School of Law where he is

also an Adjunct Professor of Law and co-director of the JD/LLM Program in International Law.
Educated in Melbourne, Beijing, Amsterdam and Oxford, Professor Chesterman has written

widely on international institutions, international criminal law, human rights, the use of force
and post-conflict reconstruction. Discussion focused on the UN reform agenda which was to
be raised at the September General Assembly.

Ambassador Murat Bilhan, Chairman of the Strategic Research Centre, Ankara,
9 November 2005
ASPI hosted a roundtable with Ambassador Murat Bilhan, Chairman of the Strategic

Research Centre in Ankara, Turkey, on Wednesday, 9 November 2005. Ambassador Bilhan

was accompanied by His Excellency Mr M. Tansu Okandan, Ambassador, Embassy of Turkey,
Australia, Professor Mustafa Aydin, from the Faculty of Political Science, Ankara University,

Turkey, and Ms Gulsah Sengun, Third Secretary, Strategic Research Centre, Turkey. Discussion

focused on the broad subject of ‘The strategic roles of Turkey and Australia as middle powers’.
The roundtable was attended by Defence, Department of Foreign Affairs and Trade and
Australian National University officials.

Mr Jan Leijonhielm and Mr Lars Nicander, Swedish Defence Research Agency/
National Swedish Defence College, 22 November 2005
Mr Leijonhielm and Mr Nicander from the Swedish Defence Research Agency/National

Swedish Defence College visited Canberra from 21–23 November 2005. Mr Leijonhielm is Head
of Russian and Early Warning Studies at FOI (FOI is an assignment-based authority under the
Ministry of Defence) and Mr Lars Nicander is Director of CATS (Centre for Asymmetric Threat
Studies) at the National Swedish Defence College (Terrorism, etc) They are jointly managing
a series of National Intelligence Courses for senior cabinet officials and agency personnel in

Sweden. Lars Nicander is project manager for these courses. Mr Aldo Borgu, Program Director

Operations and Capability, and Dr Mark Thomson, Program Director Budget and Management,

met with Mr Leijonhielm and Mr Nicander during their time in Canberra to exchange views on
intelligence courses, asymmetric threats, terrorism, and Russian developments.
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Mr Chiang Chie Foo, Permanent Secretary (Defence) Singapore, 22 November 2005
On Tuesday, 22 November 2005, ASPI hosted an in-house roundtable with Mr Chiang Chie

Foo, Permanent Secretary (Defence), Singapore. Discussion focused on providing Mr Chiang

with an overview and understanding of ASPI and the work that it does; ASPI’s relations with
the Department of Defence; and some of the strategic issues/challenges facing Australian

Defence. Mr Chiang was accompanied by CAPT Mark Jerrett, the Australian Defence Attaché
in Singapore, LTCOL Simon Lim, Head Planning Branch, G3-Army, Mr Henry Tan, Desk Head,
Policy Office, Ministry of Defence, and Mr KUNG Chien Wen, Staff Officer, Policy Office,
Ministry of Defence.

Admiral Gary Roughead, Commander, US Pacific Fleet, HI, 27 January 2006
ASPI hosted a roundtable with Admiral Gary Roughead, Commander, US Pacific Fleet, on

Friday, 27 January 2006. Admiral Roughead came to Canberra as part of his visit to Australia

to attend Pacific 2006 – the International Maritime Exposition. Discussion focused on several
topics including major challenges to Australian national security, US–Australia Defence
cooperation and related maritime issues. The roundtable was attended by government
officials and academia.

Dr Elizabeth Cousens and Dr Bruce Jones, 8 February 2006
Dr Elizabeth Cousens, Vice President of the International Peace Academy (the UN

Secretary‑General’s influential think-tank), and Dr Bruce Jones, Co-Director of the Center for
International Cooperation at New York University and a senior adviser to the President of

the UN General Assembly, visited Canberra from 8-9 February 2006 as part of Department
of Foreign Affairs and Trade Special Visits Program. Dr Cousens is an eminent scholar with

ongoing influence in multilateral peace operations and a particular interest in fragile states

and conflict resolution. Dr Jones was a key figure in the work of the UN High-level Panel and

continues to be integrally involved in the follow-up to the September UN Summit. They both
have considerable experience in UN operations in areas such as the Middle East, East Timor
and Kosovo.

Discussion covered Australia’s statebuilding experience in the Solomon Islands; other
initiatives in some of the fragile states in the South Pacific and Asia; and East Timor,

Afghanistan and other statebuilding and fragile state initiatives. The roundtable was attended
by ASPI staff, AusAID and Australian National University officials.
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Air War College (AWC), United States of America, 2 March 2006
ASPI hosted a seminar with a delegation from the Air War College to discuss various issues
including Australia’s role in the world and region; military operations and interoperability

issues. Attendees included ASPI staff and academics. The overall purpose of the Air War College
(AWC) is to teach its students the capabilities of air and space power as well as to provide
a big picture of the international arena for future military leadership. Each year the AWC

prepared 265 residents and over 6,000 non-resident students from all US military services,

federal agencies, and other nations to lead in the strategic environment – emphasising joint
operations and the employment of air and space power in support of national security.

National Security Coordination Centre (NSCC), Singapore, 13 March 2006
The Singapore National Security Coordination Centre visited Australian agencies between
13 and 16 March 2006. ASPI hosted an in-house discussion with Deputy Director Colonel

Patrick Nathan and his team, covering several topics including Singapore’s risk assessment.

Dr Evan Medeiros, RAND Corporation, 24 March 2006
ASPI hosted a roundtable presentation with Dr Evan Medeiros, China Specialist, RAND

Corporation, Washington DC, on Friday, 24 March 2006. Dr Medeiros specialises in research on
China’s foreign and national security policies.

US–China relations and Chinese defence industrial issues.
Topics discussed included the resource base for Chinese military modernisation; Chinese

defence industrial capabilities; China’s international behavior; great power hedging strategies
in Asia; Chinese nonproliferation policymaking and export controls and Chinese nuclear
doctrine. The roundtable was attended by ASPI staff and government officials.

Mr Jim Thomas, Deputy Assistant Secretary for Defense (Strategy/Plans and
Resources), US Office of the Secretary of Defense, Friday, 31 March 2006
Jim Thomas visited ASPI with Beth Cordray and Colonel Bill Thornton to discuss the

Quadrennial Defense Review (QDR) report. Mr Thomas spoke about the strategic environment
that shaped the development of the QDR, including how globalisation presented new

challenges for defence planners. He also spoke about the changing balance of power as both
China and India emerged as important new economic forces. Other challenges he raised

concerned the possibility of WMD proliferation, particularly by non-state actors. Mr Thomas
also spoke of the wide ranging consultation process that took place in developing the QDR.

That took place both as an internal process within the United States among key agencies, and
internationally, with friends and allies including Australia. The roundtable was attended by
ASPI staff and government officials.
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Mr Cai Wu, Minister of the State Council Information Office, People’s Republic of
China (PRC), 13 April 2006
ASPI hosted a roundtable discussion with Mr Cai Wu, Minister of the State Council Information
Office, PRC, and his delegation on Thursday, 13 April 2006. Minister Cai Wu began his career as
a lecturer at Beijing University. He was a member of the Community Youth League of China

(CYLC), Central Committee and the All-China Youth Federation. Minister Cai is now a professor
and supervisor of doctoral students at the College of International Relations of the Renmin
University of China, and is a senior advisor to the Academic Committee of the College of

International Relations of Beijing University. Minister Cai was appointed Vice-Minister of the
International Department of the Communist Party of China Central Committee in 1997. In
2005, he became Director of the Information Office of the State Council.

Topics for discussion included Sino–Australian relations, Sino–US relations and Asia–Pacific
issues. The roundtable was attended by members of ASPI staff and academics from the
Australian National University.

ASPI–NIDS Exchange, Canberra, 6 June 2006
ASPI hosted the sixth ASPI-NIDS Exchange Program with Professor Eiichi Katahara and

Professor Keishi Ono from the National Institute for Defense Studies on Tuesday, 6 June 2006.
Discussion focused on several topics including Australia’s perceptions of the evolving security

environment, including the rise of China and India, Japan’s security policy and its implications,

US military modernisation and Australia–Japan security relations. The exchange was attended
by representatives from the Australian National University and Defence.

1.5 Track Dialogues
ASPI’s 1.5 Track Dialogues for 2005-2006
Our 1.5 Track Dialogue series is an opportunity to engage with similar institutions outside

Australia. These dialogues are attended by senior staff from institutions, invited academic
experts and government officials who attend in their private capacity. They provide an

opportunity to explore new policy initiatives and develop institutional linkages, which helps to

deepen and shape relationships outside the formal government to government arrangements
and agreements. These meetings are a useful adjunct to the formal foreign policy machinery
and we thank the Department of Defence and the Department of Foreign Affairs and Trade

for their support at these events. We currently have routine dialogues with institutions from
Japan, India and China. This gives ASPI access to influential groups within the key strategic
powers in our region.
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Australia–Japan 1.5 Track Security Dialogue, 24-26 July 2005, Nagoya
Major General Peter Abigail (Retd), Dr Mark Thomson and Dr Ellie Wainwright, from ASPI;

Mr Ben Coleman, Mr Ashton Robinson, both from the Department of Defence; and Dr Andrew

O’Neil, Flinders University, travelled to Nagoya, Japan for the Australia–Japan 1.5 Track Dialogue
on 24-26 July 2005. The dialogue is the initiative of the two leading institutions: the Australian
Strategic Policy Institute (ASPI) and the Japan Institute of International Affairs (JIIA).

The roundtable was conducted at the Australian pavilion at the Aichi Expo, which was

operated by the Department of Foreign Affairs and Trade. The Hon Alexander Downer MP,
Minister for Foreign Affairs, was the lunchtime speaker on Monday, 25 July.

Building on the key outcomes flowing from the previous two dialogues held in 2002 and

2004, the dialogue aimed to assist the two governments to address and explore, through
frank and sustained exchanges, their respective policy approaches and options on global,
regional and local security issues.

Participants engaged in discussions with a view to strengthening bilateral security and defence
relations to achieve a level of closeness befitting their common interests. Furthermore, this
initiative adds value to government efforts in strengthening the bilateral relationship and
promotes the broader community’s understanding of the bilateral relationship.

ASPI–CIISS 1.5 Track Strategic Policy Dialogue, 18 October 2005, Beijing
The China Institute for International Strategic Studies (CIISS) hosted the second Australia–

China 1.5 Track Strategic Policy Dialogue on 18 October 2005 in Beijing. The dialogue was jointly
sponsored by ASPI and the CIISS.

The purpose of this venture was to provide an opportunity for experts to share their views on

a range of bilateral and global issues of concern to each country. The ASPI delegation consisted
of Major General Peter Abigail (Retd), Peter Jennings and Mark Thomson and Chinese

participants included Major General Gong Xianfu, Vice Chairman of the CIISS. Topics discussed
included global and regional strategic development; the respective roles Australia and China
play in global and regional security; military modernisation; and resources security in an
increasingly globalised world economy.

Participants agreed that the 1.5 Track Strategic Policy Dialogue was valuable in supporting

efforts at a government level and promoting understanding in the broader community. The
third dialogue will take place in Canberra in October 2006.

Following the dialogue, the ASPI delegation had the opportunity to undertake short visits to
Shanghai, where they attended talks with the Shanghai Institute for International Studies,
and Shenzhen.
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ANNEX C
ASPI’s Defence and Security Luncheon Series FOR 2005-2006
Mr Robert Cornall, Secretary, Attorney-General’s Department, 14 July 2005
Mr Robert Cornall, Secretary, Attorney-General’s Department observed the widening security
agenda debate and spoke on his perspective from the Attorney-General’s Department. He
examined the issues of new counter-terrorism laws, human rights, the application of the
criminal law in terrorism cases, and our expanding international agenda.

Lieutenant General David Hurley, Chief of Development Capability Group,
Department of Defence, 11 August 2005
Lieutenant General David Hurley, Chief of Development Capability Group, Department of

Defence provided a lively and interesting debate outlining how Defence’s capability priorities

flow from the government’s strategic guidance—primarily the White Paper 2000 and Defence
Update 2003, the future strategic direction for the Defence Capability Plan, and his vision for

the ADF. He presented the audience with a Defence view capability from a whole-of-capability
perspective while clearly demonstrating the challenges faced to deliver combat capability to
the ADF.

Mr Bruce Davis, Director General, AusAID, 27 October 2005
Mr Bruce Davis, Director General, AusAID delivered a short address on Australian aid and
security after the devastating 2004 Tsunami. His presentation stood as a measure of the

holistic manner in which strategic issues are now understood in Australia that an AusAID

representative would be invited to address a ‘Defence and Security’ forum on a topic of this
kind. Aid was once regarded as a somewhat ill-defined process of ‘doing-good’, a process

which had little tangible impact on the strategic environment faced by Australia and its policy
makers. But now that times have well and truly changed, he took the opportunity to speak

about the alignment of the development and security agendas in recent years, and about the
lessons that have been learned across the Australian Government as a result.

Mr Michael L’Estrange, Secretary, Department of Foreign Affairs and Trade,
27 November 2005
As one of Australia’s leading strategic thinkers, Mr Michael L’Estrange spoke about diplomacy,
national security and the links between the two. Both diplomacy and national security have
changed significantly over recent times in terms of their focus and their implications. He
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believed that Australian diplomacy was far from becoming marginalised or increasingly

ineffective, but saw diplomacy in its positive modern sense as more important and relevant
in current international circumstances. He stated that the practice of diplomacy and the

concept of national security will continue to evolve for Australia in a way that reflects our

particular circumstances and our national interests in responding to them. The importance
of diplomacy was highlighted in his recent peace talks with Indonesian leaders in April to

ease tensions after Australia granted asylum to forty-two West Papuan refugees who had
fled Indonesian rule.

Ms Lynelle Briggs, Australian Public Service Commissioner, 8 December 2005
Ms Lynelle Briggs offered a very interesting address on the building of strategic capability in

the Australian Public Service (APS). Since taking on the role of Public Service Commissioner she
has had many occasions to speak to public servants and others about the challenges that face
the APS. Its strategic capability to recognise problems, to bring fresh thinking to them, to map
out alternative futures, and, importantly, to deliver outcomes—has always been central to

her concerns. While she acknowledged that there has been some exceptional strategic work

done across the APS there is still gaps which need to be filled through people’s commitment in
achieving the very best outcomes within their capability.

Mr Ric Smith, Secretary of Defence, 24 February 2006
Ric Smith provided his views on the future of the ADF and defence management issues. He
examined strategic trends by referring to the recent Defence Update 2005, a review that

enabled Defence to examine its strategic outlook and to ensure that its planning reflected

the needs of the present and the possibilities of the future. He stated that it should be seen
as a continuation of the government’s national security agenda, building on the strategic

principles articulated in the 2000 Defence White Paper and 2003 Defence Update, taking into
account its rapidly changing strategic environment. He also spoke on strategic planning,

changes in defence, defence management and the Defence Materiel Organisation (DMO)
reform.

Professor Ross Terrill, Harvard-based China specialist, 30 March 2006
Professor Ross Terrill, Harvard-based China specialist arrived at the ASPI lunch fresh from the

launch of his report Riding the Wave: The rise of China and options for Australian policy at ASPI.
He spoke on China futures arguing that Canberra’s security alliance with the US is no barrier

to a close diplomatic relationship with China and that the Chinese Premier Wen Jiabao’s visit
to Australia to meet with Prime Minister John Howard could potentially advance the entire
Asia–Pacific’s interests.
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Major General Peter Dunn, AO (Retd), ACT Emergency Services Chief, 20 April 2006
The ACT’s Emergency Services Chief, Major General Peter Dunn’s address called for a national
crisis centre to handle natural and man-made disasters to assist emergency management

response to recovery as the scale of these catastrophes increased in frequency and severity.

He saw this investment as an opportunity for improved coordination as currently not enough

resources are being allocated to emergency response and recovery operations with significant
funds being directed into other areas such as the AFP, regional and transport security and
intelligence agencies. His position on coordination and control was a single line approach
in order to necessitate effective and efficient operations, while creating opportunities for

emergency services personnel to develop the necessary leadership skills to become proficient
emergency managers. His recommendations drew on the significant benefit to Australia if

emergency services restructured the respective resourcing roles of the states and territories in
the provision of emergency services.

Mr Peter Varghese, Director-General, Office of National Assessments, 28 June 2006
Mr Peter Varghese, Director-General, Office of National Assessments delivered a short address
on ‘Australia’s security prospects: A longer term view’. He presented on the strategic outlook

ten to fifteen years out. His broad overview included a discussion on the role of globalisation,

the future of terrorism, the security of energy resources, US and Middle East relations and the
future outlook for nations in the Asia–Pacific region.
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ANNEX D
ASPI’s Dinner with the Service Chiefs Series FOR 2005-2006
Air Chief Marshal Angus Houston AO, AFC, Chief of the Defence Force,
26 September 2005
Air Chief Marshal Angus Houston was the inaugural speaker for ASPI’s new initiative. This was
his first public address since taking up his appointment as Australia’s most senior military
officer. The dinner was an opportunity to hear first hand the enduring security challenges

shaping the current strategic environment of the ADF, how the ADF is preparing to defend

Australia and its national interests in the future, and some of the current challenges it faces.
He described his recent visit to Iraq as an uplifting experience praising our serving men and

women whose enthusiasm commitment and performance truly encompassed the Australian
spirit.

Air Marshal Geoffrey Shepherd, AM, Chief of Air Force, 20 October 2005
Air Marshal Geoffrey Shepherd, spoke to an ASPI audience in Melbourne about current

operations and the future of the ADF. The Air Force has been highly active following the
devastating bomb blasts that shook Bali in October 2005. Hardworking personnel and

equipment responded rapidly to the emergency with highly skilled surgical teams and

technical staff providing the life saving support that was needed. He expressed sincere

admiration for the Air Force’s success in responding to the emergency, a reflection of the

experience they had gained from demanding operations around the world and a testament to
Australia’s ability to immediately lend a hand when the call for help is sounded.

Lieutenant General Ken Gillespie, AO, DSC, CSM, Vice Chief of the Defence Force,
6 December 2005
Vice Chief of the Defence Force Lieutenant General Ken Gillespie took advantage of the

opportunity to reflect on the role of VCDF. He also spoke on the high tempo of the ADF and
its involvement in challenging operations around the world, while addressing questions
regarding his key priority, the Joint Operations Command (JOC) headquarters located in
Bungendore, NSW.
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Vice Admiral Russ Shalders, AO, CSC, RAN, Chief of Navy, 3 February 2006
ASPI’s dinner with Vice Admiral Russ Shalders, was hosted in Sydney where his address

coincided with the closing of the Pacific 2006 Congress and Exposition RAN Sea Power

Conference 2006. He explored maritime issues facing navies today, especially in a dynamic,
ever changing and evolving global environment and what the future held for ongoing

operations, capital acquisition and personnel. Overall, it was a valuable report card of his
observations after seven months in the chair as Chief of Navy.

Lieutenant General Peter Leahy, AO, Chief of Army, 22 March 2006
Lieutenant General Peter Leahy, commended the ASPI dinner initiative and recognised its

importance in allowing members of the defence community to gain access to key figures

in the ADF. Acknowledging the importance of defence and national security issues among
the media, academics, public policy professionals and the wider public his address asked

Service Chiefs to take every available opportunity to engage in dialogues such as this to raise
awareness of the important issues facing our serving men and women. He also focused

on Army’s thinking on the nature of warfare as we proceed into the new millennium and
described its response to our changed environment.
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