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Our Vision

To be recognised as trusted experts and leaders
in Defence housing and relocation services.

Our Mission

To deliver total housing and relocation services that
meet Defence operational and client needs through
a strong customer and business focus.
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Letter of Transmittal

24 September 2003

The Hon. Danna Vale MP

Minister for Veterans’ Affairs and

Minister Assisting the Minister for Defence
Parliament House

CANBERRA ACT 2600

The Hon. Eric Abetz

Special Minister of State and
Liberal Senator for Tasmania
Parliament House
CANBERRA ACT 2600

Dear Ministers

On behalf of the Defence Housing Authority and in accordance with the Commonwealth Authorities and
Companies Act 1997, I am pleased to submit to you the Defence Housing Authority Annual Report 2002 - 2003.

This Report covers the Authority’s 15th year of operations in providing housing services to Defence
Force members and their families. As DHA’s new Chairman I am impressed to be joining an
organisation with demonstrably high levels of commitment to customer service and the support of the

Australian Defence Force.

The standard of relocation services provided by DHA is defined under a series of Key Performance
Indicators that are included in a Relocation Services Agreement signed with the Department of Defence
in December 2002. DHA performed successfully against these KPIs throughout the year.

DHA has generated very strong financial returns during the year reflecting in large part the level of
capital growth currently being experienced in the residential property market. The level of Government
equity invested in DHA continues to be reduced with $307 million of special dividend payments being
made during the year, in addition to an annual dividend of $62.2 million to be paid in respect of the

profit generated in the year.
I would like to thank you for your interest and support of the activities of the Defence Housing Authority.

Yours sincerely

{

The Hon Peter Jones AM

Chairman

Canberra,
4 September 2003
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There were a number of notable events during the reporting period that were either milestones or
significant achievements. Many of these involved Shareholder Ministers, Defence Housing Authority
staff, members of the Australian Defence Force and Board Directors.

July 2002 Introduction of Case Management model for relocations

August 2002 Annual Conference in Canberra with the National
Consultative Group of Service Families (now Defence
Families of Australia)

September 2002 New Housing Management Centre opened in Ipswich

to provide support for RAAF Base Amberley

September 2002 National Sales office moved to shopfront at

80 George Street, Parramatta
October 2002 Established shopfront at HMAS CERBERUS at
Westernport, Victoria

October 2002 Established shopfront at RAAF Base Williamtown

October 2002 Established shopfront at Lone Pine Barracks, Singleton

November 2002 Consultation with Lessors in Melbourne following the
Asset Sales Scoping Study

December 2002 Relocation Services Agreement between DHA and
Defence executed

December 2002 DHA Certified Agreement certified by Australian
Industrial Relations Commission

January 2003 The Hon. Senator Robert Hill opened Vantage Point
complex in Darwin. The complex comprises

95 apartments in three towers

February 2003 Acquired ex-Pitch and Putt site in Furlong Road
Queanbeyan for housing development of 50 homes

Public Works Committee approved housing development
for 72 homes at Adamstown

April 2003 The Hon. Eric Abetz opened 66 new homes at
John French Estate, Enoggera, Brisbane

April 2003 Completed 120 house development at

RMC Duntroon
May 2003 Melbourne Housing Management Centre relocated to
391 St Kilda Road and formally opened by

CDF, General Cosgrove

Established shopfront at Adamstown Army Depot,
Newcastle

May 2003

June 2003 Appointment of new Chairman, The Hon. Peter V. Jones,

and new Director, Mr Wayne Stokes

Acquired ex-Defence site at East Hills for housing
development of 160 homes
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Chairman and Managing Director’s overview

Recognising 15 years of service to ADF members and their families

This year the Defence Housing Authority (DHA)
achieved a significant milestone — 15 years of providing
housing solutions for Australian Defence Force (ADF)

members and their families.

DHA was established by legislation in 1987 at a time
when the standard of Defence housing was so poor that

it caused the ADF retention problems.

In stories published by DHA as part of its 15th
Anniversary program, numerous families recalled the bad
old days when they used to take the carpets, curtains and
light fittings with them from posting to posting.

Today, most ADF members pre-select their new home
and are able to have their furniture moved door-to-door.
Defence families usually enjoy a well built and well
maintained home with all the facilities for a modern,
busy lifestyle. This includes quality kitchens, family
rooms, external utility areas, ensuites and garage
accommodation — features that put a home on par with

community standards.

Community expectations as well as Defence
requirements have changed over the last 15 years, and
will continue to change. In order to meet its charter, DHA
needs to continuously improve its products and services.
DHA has a proud record of developing quality housing
projects, including significant amenity improvements to
the homes it provides in all parts of Australia. In the first
half of 2003, amongst other developments DHA opened
the Vantage Point triple tower apartment complex in

Darwin, the award-winning John French Estate and
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Keith Lyon & Peter Jones

Memorial Park in Enoggera and 120 homes at the RMC

Duntroon Residential Precinct.

DHA has purposely taken the opportunity to mark
15 years of business operations believing that it is
important for organisations to have an historical
perspective. It is important for staff to know how the
organisation came into being, what it has achieved, and
what the future may hold. In 2003 DHA properly
recognised that as an organisation it has something to be
proud of — an enduring contribution to the lives of

Defence personnel and their families.

. The year in retrospect

After six exciting and productive years as

Chairman of the DHA Board, during

which time DHA’s business changed
3 dramatically, Peter Jollie AM retired on 24
June 2003. During his time as Board
Chairman, Mr Jollie’s business acumen and
experience provided the stability of sound
leadership during a time of great change,
improved commercial performance and
significant increases in the level of ADF

member customer satisfaction.

We thank him for his support of DHA and its mission.

Our business — working in partnership

By ensuring a customer focused and efficient delivery of
services to our ADF members, DHA has continued to
assist the Department of Defence (Defence) in meeting
its operational deployment requirements as well as its

retention and recruitment targets.

DHA’s business activities have grown substantially in
recent years as a result of taking over the tenancy
management and relocations function from Defence. The
consolidation of these business activities with DHA has
facilitated substantial improvements to service,
reductions in stress on families and has allowed the

integration of relocations and housing services, with



resultant service delivery efficiencies. Defence savings
resulting from better vacancy management and reduced
storage costs have been estimated to total $20 million

compared with costs incurred two years ago.

In December 2002 DHA and Defence signed a
Relocation Services Agreement which included a series
of Key Performance Indicators (KPIs) aimed at
establishing the standard for relocation services to be
maintained by DHA. DHA successfully performed against
these KPIs during the 200203 ADF peak posting period.

Customer satisfaction

The best evidence of how well DHA is providing services
to our ADF members is their feedback on their
experiences when moving house and living in DHA
properties. Results of customer survey feedback
undertaken during the year indicate 82 per cent of our
ADF members were satisfied with their housing,
84 per cent were satisfied with maintenance services and
85 per cent indicated they were satistied with DHA’s

relocation services.

Improved relocation management

The redevelopment of the management process for
relocations was implemented in time to capture the full
200203 annual Defence member postings cycle. A
critically important change was the introduction of local
Case Managers whose task is to assist members plan their
relocation and to help with finding a new housing
solution. These Case Managers are located in DHA
Housing Management Centres (HMCs) across the

country.

The feedback from ADF members indicates a significant
increase in service satisfaction — particularly during the

peak period. All performance measures were met.

The previously mentioned Relocation Services
Agreement with Defence, which was signed in
December, runs to 30 June 2010. This covers all
responsibilities for relocation services (i.e. travel
bookings, temporary accommodation and allowances)
except for the management of furniture and storage,

which is Defence’s responsibility.

New IT systems are currently being developed to make
management of this decentralised case management

system more efficient.

Increased housing choice

‘Defence Choice Housing’ was implemented on

1 November 2002 with approximately 400 choice
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properties becoming identified in major metropolitan
areas. ‘Defence Choice Housing’ will over the years
provide access for ADF members to a selection of inner
city locations without increasing Defence cost.
Essentially, Service members will be able to ‘trade off’
some functional amenity, such as second garage or
storage area of a detached dwelling for a smaller

townhouse or apartment in a preferred location.

Increased DHA service locations

The addition of a new HMC in Ipswich, and the
relocation of Melbourne HMC, together with the
establishment of part-time offices on base at RAAF Base
Williamtown, HMAS CERBERUS and RAAF Base
Amberley will ensure greater ease of access to DHA

office locations for ADF members and their families.

Private investors

Lessor investors are an integral component of DHA’s
financing strategy as they provide DHA with greater
flexibility in both acquiring and upgrading its housing
stock. This investment also reduces the demand placed

upon Commonwealth funds.

DHA is particularly pleased with feedback from its
annual Lessor surveys which indicated that 93 per cent of
Lessors are satistied with the manner in which DHA
managed their investment. This figure exceeded DHA’s
target. During the year, DHA sold 1,061 houses on its

Sale and Leaseback Program, generating $355.5 million.

As a result of partnering with Lessor investors this year,
DHA made available advances to Lessors totalling
approximately $1.5 million for the specific purpose of
upgrading amenities. Some examples of the activities
undertaken as part of the upgrade project are the fitting
of pergolas, retro-fitting of air conditioning and

increased security.

Page | 5
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Meeting our commercial responsibilities

Commercial reform

DHA continues to make substantial progress in
commercial reform. These reform activities commenced
with the development of the Services Agreement in June
2000, a contract Agreement between the Department of
Defence and DHA which introduced a more relevant
pricing arrangement for services founded on residential
market rent. These reforms also involved reaching
agreement with the Commonwealth Government on the
rate of return expected for shareholder wealth, the
payment of taxation, reduced ownership levels for stock
holdings and a restructure of the DHA balance sheet
involving the payment to Government of substantial
special capital and dividend payments including

$307 million during the financial year.
Looking to the future, the Board believes:
e that DHA should be classified off-budget; and

e that DHA legislation should be appropriately
modernised consistent with the Government’s

Government Business Enterprise principles.

DHA continues to hold a Standard and Poors AA+ credit

rating — one of the highest credit ratings available.

Our people
At 30 June 2003 DHA employed approximately 770 staff

— located in 15 major regional offices and 12 shopfronts,

the National Service and Support Centre (NSSC) and a
corporate office, which includes the Development and

Sales business area.

Key factors in any successful business include the
professionalism, quality and enthusiasm of its staff. It was
with a great deal of pleasure that management received
the result of DHA’s annual staff opinion survey —
involving feedback from 85 per cent of staff — which
showed a dramatic increase in overall staff satisfaction
from 49 per cent to 76 per cent. These results have been
benchmarked across all industries and indicate that DHA
is meeting or exceeding best practice in the majority of

areas surveyed.

Good governance supporting good

business outcomes

Robust governance practices covering both the Board
and management are in place to facilitate good
outcomes, including independent assessment of Board

performance and risk management.

Independent assessment of Board performance

In accordance with better practice Corporate

governance, an independent assessment of Board and



Director performance was undertaken. This assessment
found that the Board is operating effectively and in line
with the principles of good governance. A number of
improvements were suggested including improvements

to Directors’ induction.

Risk management
Risk management is seen by DHA as another good
governance strategy supporting appropriate business

outcomes and early intervention when needed.

DHA has developed a detailed risk management plan to
underpin the strategic plan and this is reviewed by the

Board Audit Committee on a regular basis.

The future

Improved systems for better customer service

The Tenancy and Property Management System (TPMS)
Project commenced during the latter half of this financial
year. The Project will replace current IT systems which no
longer provide sufficient flexibility to allow DHA to
respond to changing business demands and risk the ability
to improve customer service. The TPMS Project not only
includes updated IT systems but also a comprehensive
change management and training program to ensure
maximisation of potential system benefits. New systems are

planned to be rolled out over the next two financial years.

Our capital program

Coming years will see an expenditure in the vicinity of $1
billion in acquiring new houses — both on and off military
bases — to ensure continuous improvement in housing
solutions available to ADF members and their families.
Anticipated outcomes from future programs include new
on-base housing at Puckapunyal, as well as refurbishment
activities at RAAF Base Tindal. During the next three years,
DHA has major acquisition and construction programs in

all major cities and many regional centres Australia-wide.

Public Private Partnerships (PPPs)

As requested by our Shareholder Ministers, DHA is
investigating the potential benefits of a PPP approach to
providing housing solutions including significant

developments on military bases.

: e

{
The Hon Peter Jones AM Keith Lyon
Chairman Managing Director
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Report of Operations

The Directors of the Defence Housing Authority
are pleased to present their Annual Report for the
financial year ending 30 June 2003.

The Directors are responsible under section 9 of the
Commonwealth Authorities and Companies Act for the
preparation and content of this Report, in accordance
with the Finance Minister’s orders. This Report is made in
accordance with a resolution of the Directors.

i
The Hon Peter Jones AM
Chairman

Canberra,
4 September 2003

Defence Housing Authority
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Defence Housing Authority

Financial overview

DHA exceeded its EBIT (earnings before interest and tax)
targets for the year despite a reduction in the housing
requirement as an increasing number of ADF families
bought their own homes. The resultant reduction in
DHA'’s rental revenues was more than offset by profits
arising from the sale of properties into the market as
capital values continued to grow strongly in all markets.
The accounting rate of return on assets employed fell
and primarily reflects a continuing trend towards lower

rental yields being available from the market.

The overall shareholder value added return of
$226 million (pre-tax) or 15.5 per cent exceeds DHA’s
target rate of return and is also in excess of the returns
that have been made during the previous two years. This
level of return reflects the continuation of strong capital
growth in all property markets during the year. On
average the capital value of DHA’s portfolio of houses

grew by close to 15 per cent during the year.

DHA continued to make significant returns to
Government with payments of special dividends of
$307 million during the year and an annual dividend
(including tax equivalents) of $66.5 million in respect of
the 2001-02 financial year. An annual dividend of
$62.2 million has been recommended by the Board to be
paid to Government in relation to the 2002-03

financial year.

Tax status

DHA made proposals through the Shareholder Ministers
to be subjected to Federal income tax and a range of
State taxes in line with the Commonwealth’s competitive
neutrality policy. However, governing legislation must be

amended to achieve this. As an interim measure, DHA

has included tax equivalent payments of $29.1 million in
the annual dividend. The Authority has fully complied
with FBT and GST legislation, making payments to the

Australian Tax Office.

Standard and Poors credit rating

In recognition of its professional management and
strength of its financial structure, DHA continues to hold
a Standard and Poors Credit Rating of AA+, one of the
highest credit ratings available. This credit rating assists
DHA in obtaining competitive cost of funds on its

borrowing requirements.

Capital structure

During the year Macquarie Bank was engaged to
conduct an Asset Sales Scoping Study. This Study, which
was carried out on behalf of the Minister for Finance and
Administration, addressed issues associated with DHA’s
property asset ownership and capital structure.
Consistent with the recommendations of the Study, DHA
will continue to reduce its property ownership levels
principally through the further sale of properties to
private investors. At 30 June 2003 DHA owns

29.2 per cent of its stock and plans to reduce this to
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around 23 per cent by June 2006. Long term ownership
levels will be subject to further review by the DHA
Board. In addition, DHA will introduce an increased level
of debt to the DHA balance sheet and will investigate the
potential for the use of Public Private Partnerships in

relation to future major housing development projects.

DHA continues to reduce the amount of equity invested
by the Government. By June 2003, DHA has made
special dividend and capital return payments of
$957 million since the first payment in June 2001. DHA’s
Corporate Plan involves further payments in future years
that will increase the total returns to in excess of $1.4
billion by June 2006, well in excess of the initial capital

provided to DHA when it was established.

Assets under management

DHA manages a portfolio of more than 17,300 properties
across Australia. The total value of these assets is
$4.2 billion of which $1.4 billion is owned by DHA and
the Department of Defence whilst the remainder is

leased to DHA by private investors.

In meeting the Defence housing requirement, DHA
constructed 539 new homes, purchased 421 homes from
the market and negotiated 230 new leases directly from

the market. Surveys of ADF members continue to show

a high degree of satisfaction with DHA homes. During
the year, DHA spent more than $35 million on repairs
and maintenance and house improvements with much of
this expenditure being in regional locations. The majority
of this work is carried out by small, locally based

contracting firms.

The Sale and Leaseback Program continues to be very
popular with investors, with high levels of satisfaction
and repeat business. As part of this program 1,061 homes
were sold generating $355.5 million in revenue. A further
573 houses no longer required to house ADF members

were sold during the year for $129.3 million.

Rental returns

The average rental cost per house to Defence increased
by 2.5 per cent during the 2002-03 financial year and
was consistent with relevant market rental and
inflationary indices. In recent years DHA has assumed
responsibility for the management of housing allocations
and has achieved significant reductions in the Defence
rent bill by rapidly reducing the portfolio of houses
provided to Defence as the housing requirement has
fallen and number of

also by reducing the

vacant properties.

Page

Defence Housing Authority

9



Strategic themes and key achievements

Strategic
themes

DELIGHT
THE CUSTOMER

OPERATE ON A
COMMERCIAL
BASIS

Obijectives

Provide homes and related services that
anticipate and meet customer expectations

Deliver relocations services that are high
quality, hassle free and customer oriented

Provide value for money to Defence
and other Clients

Maintain good working relationships with Clients

Provide attractive, well managed investment options
to Lessors that increase repeat and referral business

Meet Shareholder return expectations

Optimise capital structure

Develop and implement business processes that
are customer oriented, effective and efficient

Attract and retain competent and
highly motivated staff

Build team culture across DHA

Promote and maintain a
service culture

Key performance
indicators

ADF member satisfaction
with house and maintenance
services

ADF member satisfaction with
relocations services

Rent bill change relative to market
Vacancy rate
Achieve provisioning schedule

Client survey

Lessor satisfaction

Shareholder value added
Return on assets

Profit (EBIT)

Capital returns

Standards & Poors rating
Debt/Equity ratio
Reliance on private investment

Level of pre-allocations

Level of door to door removals
Timeliness of movement plan advice
Timeliness of entitlement payments

Customer perception of staff knowledge

Staff turnover

Staff perception of team work
Customer satisfaction with service

Key strategies and activities

Replace sub-standard stock and acquire housing to agreed
Defence standard

Responsive high quality maintenance service
Amenities upgrade program
Defence Choice Housing program

Provide a personalised service through case management and
improved [T systems

Improve accessibility to DHA

Provide new houses within expected rental range
Reduce cost of relocations to Defence

Pursue an effective partnering relationship with Defence
Enhance reporting against the Services Agreement

Provide houses that are investor desirable
Provide professional property management services

Structure portfolio to optimise returns and capital employed
Meet capital project return targets

Identify and secure additional profitable sources of income in core
business activities

Maintain AA+ credit rating
Active cash flow management
Establish and maintain interest rate risk management regime

Conduct ongoing business process improvements
Introduce change with appropriate change management processes
Refine IT systems to support service delivery

Maintain flexible and attractive work conditions
Enhance leadership and management

Grow our own people, using Individual Development Agreements

Build team culture within groups

Capture and share corporate knowledge through regular forums to
exchange best practice ideas

Build an internal and external customer service focus through
targeted recruitment, education, rewards, business processes,
ownership and accountability

Key achievements

960 properties acquired at a cost of $324 million

82 per cent of customers were satisfied with their Service Residence

83 per cent of customers were satisfied with maintenance

Upgrades to climate control were made in 1,278 DHA owned or leased homes

Defence Choice Housing was successfully introduced in November 2002 to provide

greater choice for families

Implemented a decentralised relocations case management system. 86 per cent of

customers were satisfied with DHA's relocations service

Opened new HMC at Ipswich. Provided more facilities on base — RAAF Bases
Amberley and Williamtown, HMAS CERBERUS, Singleton Army Base and at
Adamstown Army Depot

Rent increase limited to 2.5 per cent during year, which was below CPI

Acquired 1,710 houses, including 520 lease renewals. This was 500 less than
planned but a satisfactory result in a difficult market

Vacancies tightly managed and contained within the targets
Entered a Relocation Agreement with Defence

Approximately 94 per cent of Lessors are satisfied with DHA's lease management
and 94 per cent of Lessors are satisfied with the Lease product

Shareholder Value Added (SVA) $226 million (pre-tax),
being 15.5 per cent, in excess of target 10 per cent

Return on Assets (ROA) 5.6 per cent

Profit (EBIT) $81.2 million ($4 million better than budget)
Special Dividend of $307 million paid

Annual Dividend $62.2 million including tax equivalents

AA+ Standard & Poors credit rating was maintained

Property valuations increased by $134.7 million to $1.2 billion
Asset ownership reduced to the 29 per cent target

Gearing as at 30 June 2003 was 11.9 per cent (on balance sheet)

72.5 per cent of moves associated with standard notice postings had housing
solutions before members departed their losing locality

Achieved 70 per cent door to door removals

Achieved target timeliness for movement plan advice and for payment of
entitlements except for minor shortfalls

Achieved satisfactory IT support

78 per cent of staff were satisfied with teamwork and morale

Overall staff satisfaction level of 76 per cent achieved, a significant rise from
49 per cent in March 2002

Organisational competency framework developed

Senior leadership and management program conducted, facilitated by
Mt Eliza Business School

78 per cent of customers were satisfied with staff knowledge

Staff turnover was 16 per cent, down from 21 per cent

82 per cent of customers were satisfied with DHA's courtesy and helpfulness

Planned activities for 2003-04

Spend $416 million on house acquisitions, constructions and upgrades

Complete amenities upgrade project
Expand Defence Choice Housing

Consolidate relocations performance
Investigate opportunities for cost-effective value-add services
Provide an electronic interface for ADF members

Rent increase to be held to 2.7 per cent — a level that will allow Defence to
reduce its subsidy by increasing the GRS contribution by a further 2 per cent

Improve housing delivery times
Maintain vacancy controls
Finalise outstanding KPIs related to houses under the Service Agreement

Monitor and refine the Sale and Leaseback Program to ensure it continues to
meet financial and Lessor needs

SVA of 9.7 per cent
ROA of 5.2 per cent

Maintain AA+ rating
Achieve 28 per cent DHA ownership of stock

Further improve the process of helping members find their new home

Develop improved property management and tenancy management
information systems

Maintain a range of leadership and management programs appropriate for all
levels of management from senior management through to team leaders

Deliver ongoing training and development aligned to DHA's competency
framework and strategic priorities

Form a working group to develop a knowledge management proposal
Maintain rewards and recognition system for desired behaviours
Conduct annual team building activities




Year Ended 30 June 2001 2002 2003
Shareholder Value Added 13.3% 13.7% 15.5%
Shareholder Value Added $216.9m $203.0m $225.8m
Return on Asset 6.2% 5.9% 5.6%
Earnings Before Income Tax $101.9m $85.6m $81.2m
Annual Dividends $88.6m $66.5m $62.2m
Special Dividends/ Capital Returns $400m $250m $307m
Total Managed Stock 19,538 18,600 17,311
Constructions 93 263 539
Purchases 69 120 421
Leased or re-leased stock 93 101 750
Sale of surplus stock 756 582 573
Revenue generated from sale of surplus stock $102.8m $108.3m $129.3m
Sale and Leaseback program 409 749 1,061
Revenue generated from Sale and Leaseback Program $104.6m $220.0m $355.5m
Contracted maintenance to DHA houses $29.5m $30.7m $33.2m
Number of relocations NA 31,146 32,256
Peak posting cycle pre-allocations rate 48% 69% 72%
Total staff 462 658 773
Housing Acquisition Program New Housing Investment
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16 - 12000 18% - - 250
1ak 16%
ol 10000 ) 14% 200
i 5 129
ok 8000 9 5 % 150
s g S 10% s
2 8t 46000 2 2 5 2
6 E = 100
{4000 2 6%
ar ” 4%
o 50
>k 2000 2%
0 L L 0 0% L L L 0
Onbase Leased Offbase DHA Offbase 1999-00  2000-01  2001-02  2002-03
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Composition of DHA Housing

-y

Total Managed Stock as at 30 June 2003 — 17,311

DHA Owned — Metropolitan — 3,768
- DHA Owned — Regional (Annuity) — 1,307
On Defence Bases (Annuity) — 2,315

Leased from Investors — 9,843

- Other — 78

Portfolio Value Breakdown

Total Portfolio Value as at 30 June 2003 — $4.21b

DHA Owned — Metropolitan — $1.09b
[l Regional and Onbase (Annuity) — $0.35b
Leased from Investors — $2.72b

[ other — $0.05b

Percentage of Lessors Satisfied with the
Lease and Lease Management
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Percentage of Customers Satisfied with
Current Accommodation
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Percentage of Customers Satisfied with
Maintenance Service
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* DHA is not responsible for management of the removal and delivery of furniture and effects
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Defence Housing Authority

People management

... the year in summary

As DHA commenced another business year involving
Defence relocations, reviews were carried out to ensure
that business units were staffed appropriately for
ongoing levels of activity and seasonal workloads.
Recruitment and training activities remained high
throughout the year, with an emphasis on providing
quality on-the-job training as well as centrally facilitated

training.

Flexible employment arrangements are an important
component of DHA’s people strategies, with a range of
relevant provisions in both the DHA Certified Agreement

and the DHA Human Resources Manual.

Staff deployment was maximised during peak periods
through such provisions as flexible working hours,
increased use of job sharing part-time staff, and a school-
holiday child-care subsidy. The use of an extended span
of hours in the National Service and Support Centre
(NSSO) enabled the Centre to provide support during the
hours for all clients

whole range of business

throughout Australia.

The importance of Defence spouses in the DHA
workforce is recognised by DHA’s policy of providing
three months’ employment where possible in new
locations for permanent employees whose partner is

required to relocate by their employer.

Certified Agreement

The Defence Housing Authority Certified Agreement
2002 was certified by the Australian Industrial Relations
Commission (AIRC) in December 2002. The Agreement

will remain current for a period of 21 months.

The Certified Agreement and the DHA Human Resources
Manual establish the working conditions that support the

Authority’s operations.

Negotiations to develop the next Certified Agreement are
scheduled to take place, through the Staff Consultative
Group (SCG), during the calendar year 2004.

Service conditions

The conditions of service for Senior Executives and
Executive-level officers of DHA are set out in Australian
Workplace Agreements (AWAs) approved by the
Employment Advocate. In addition, AWAs have been
offered to all staff employed at the DHA Level 6

classification, and to other staff where appropriate.
Standard features contained in AWAs include base salary,
superannuation, performance pay and limited non-salary

benetits.

Rewarding and recognising

staff contributions

DHA is committed to rewarding and recognising high
performance amongst staff, and has introduced a three-

tier recognition scheme:

1. Staff are acknowledged for exceptional customer

service provided to a customer or peer.

2. Each business unit awards an individual or team for
exceptional performance related to their job. Each
business unit has a Rewards and Recognition

which

determines whether an award is appropriate.

Committee reviews nominations and

3. Managing Director’s Awards are made quarterly for
exceptional performance and are submitted from
throughout DHA. The Managing Director and
Executive review the nominations and the Managing
Director personally presents the winners with

an award.

Kevin Southgate

!

Robyn Weston, Greg Schmidt and Geraldine Musgrove



Service Award — 5, 10 and 15 year service
DHA recognises the dedication and commitment of its staff by
awarding a Service Award, based on length of service (5, 10 and

15 years service).

Staff consultation — DHA Staff Consultative Group

DHA is commiitted to actively involving staff in workplace relations and

human resource initiatives.

The Staft Consultative Group (SCG) was established in early 2001 with
a representative from every office around Australia elected by their
peers. The SCG represent DHA staff in Certified Agreement
negotiations and is involved in every major issue that is expected to
impact on staff as well as any change or review of HR guidelines

and processes.

Representatives act as a consultative forum to consider organisational

initiatives and projects such as:

e the development and communication of the annual DHA Staff
Opinion Survey;

e the development of the DHA Service Charter and;

in 2003 have been heavily involved in a major HR project reviewing

DHA’s current Work Level Standards and identifying an appropriate

Business Competency Framework to be used throughout DHA.

Staff are also consulted when changes are contemplated to work

practices.

Team development

DHA places significant value on team work.

To assist in developing this approach in the
workplace, regular team development activities
take place aimed at enhancing the collective
staff knowledge about DHA's strategic direction
and how teams and individuals contribute to

achieving overall organisational performance.

The continuing use of cross-functional project

teams is providing continuing opportunities for

diverse input to major DHA initiatives and an
avenue for sharing and enhancing knowledge

and skills.
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Staff Opinion Survey 2003

In April 2003, DHA undertook its annual Staff Opinion
Survey, conducting the survey on-line for the first time.
The comparison from last year’s survey showed a
significant  improvement in results across a
comprehensive range of issues affecting staff. This year’s
results achieved an impressive 76 per cent overall staff
satisfaction rate, well above the Australian benchmark

(60 per cent), and well above last year’s results.

The Staff Consultative Group (SCG) assisted in
developing the questionnaire and helped to achieve an

outstanding survey response rate of 85 per cent.

DHA’s performance has improved in every one of the
survey’s areas with some core issues including
characteristics and values, along with rewards and
recognition also achieving ‘best practice’ against

Australian benchmarks.

Key issues of concern for DHA were change
management, inter-group communication, and training
and development. Corporate strategies to address these
issues over the next 12 months include the development
of a change management framework, conducting a
training needs analysis and increased communication/

knowledge sharing between workgroups.

DHA’s target for next year is to achieve an overall staff

satisfaction rate of 80 per cent.

Staffing profile and related issues

In 2002-03 DHA went through a continuing growth
phase consistent with its focus on providing excellent
customer service in managing the relocations of ADF

members and their families.

DHA is staffed primarily by ongoing employees, with
temporary employees engaged to provide operational

flexibility and to assist DHA to meet varying work flows.

Overall, the number of staft employed under the Public
Service Act increased from 658 to 773 people as at
30 June 2003. There were 250 engagements or inward
transfers of ongoing employees, including 197 women,
and 96 separations of ongoing employees. During the
year, 99 staff members were promoted or advanced
within DHA, including 73 women. DHA employs a
number of non-ongoing employees under the Public
Service Act 1999 and from time to time utilises the

specialist skills of contract staff as needs arise.

As at 30 June 2003, there were six staff employed in
specialist or relief roles bringing the total headcount of
staff to 779, which included 53 staff working part-time
under DHA'’s flexible working arrangements.

Full-time equivalent (FTE) staff, comprising staff
employed under the Public Service Act 1999 and
specialist and relief staff totalled 758 on 30 June 2003.

DHA staff location breakdowns across
Business Lines as at 30 June 2003

Staff numbers Staff numbers
Business Line headcount FTE
Development
and Sales 26 26
Operations
Head Office Operations
and Business Projects 33 32.8
NSSC 105 101.7
Adelaide HMC 24 23.5
Brishane HMC 38 34.8
Cairns HMC 11 10.2
Canberra HMC 37 36.7
Darwin HMC 40 39.5
Hunter HMC 30 29.5
Ipswich HMC 16 14.9
Melbourne HMC 44 41.1
Nowra HMC 11 10.2
Perth HMC 31 30.7
Riverina HMC 22 21.2
Sydney HMC 120 119.1
Tindal HMC 12 10.6
Toowoomba HMC 12 12
Townsville HMC 34 34
Total 620 602.5
Head Office
Executive 3 3
General Counsel 2 2
Business Accounts 10 9.2
Corporate Resources 16 16
Finance 22 21.3
Human Resources 18 16.5
Communications 6 6
IT Services 42 42
Inoperative 14 13.6
Total 133 129.6
Total DHA staff as at
30 June 2003 779 758.1




DHA'’s staff recruitment practices are based on merit,
with due regard to the principles and objectives of
Workplace Diversity, consistent with its responsibilities
under the Public Service Act 1999.

DHA continues to review its staffing structures on an
ongoing basis, incorporating knowledge gained during
the first two years of the Operations group managing
relocations for ADF members and their families. DHA is
addressing succession planning issues and strengthening
its management structure by providing development

opportunities to selected staff members.

DHA - Public Service Act Staffing
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Remuneration

Remuneration for DHA staff is set primarily through the
Defence Housing Authority Certified Agreement (CA)
2002. As at 30 June 2003 the Agreement covered
604 staff. The duration of the CA is 21 months and
includes a remuneration increase of 4 per cent on
certification and a further increase of 3.5 per cent to be
paid in December 2003.
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A significant number of staff (4 SES officers and
164 non-SES) are covered by Australian Workplace
Agreements (AWAS).

The table below sets out the normal salary ranges
applicable to each classification group for DHA staff,
noting that salary may be negotiated on an individual

basis when an AWA is entered into:

Classification Applicable salary range
DHA Level 1 $25,999-$33,220
DHA Level 2 $33,937-$37,294
DHA Level 3 $38,223-$41,000
DHA Level 4 $42,234-$45,592
DHA Level 5 $46,889-$49,519
DHA Level 6 $50,373-$57,946

$64,661-$69,573
$73,940-$86,122

Executive Level 1

Executive Level 2

Remuneration for employees covered by the CA
comprises salary payments and employer superannuation
contributions. Staff members covered by an AWA also
have access to performance payments and limited non-
salary benefits. All staff members have access to salary

sacrifice arrangements.

Performance pay
The availability of performance pay is a feature of DHA’s
remuneration strategy and is used to foster and enhance

a performance culture.
Performance pay is a feature of DHA’s Workplace
Agreements. During the reporting year, over 100 staff

received performance pay.

Bob Eames, General Manager of Corporate Resources joined DHA in
1991. Over his 12 years with the Authority, Bob has been a significant
contributor to DHA's success and growth. Bob will retire from the
Authority on 19th September 2003. The staff and Board Directors thank
him for his tireless efforts and wish him well for the future.
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Training and development

DHA makes a significant investment in training and
development. This investment is a tangible expression of
the value DHA places in its people and their professional

and career development.

Key components of DHA’s training and development

program include:
e an induction program for new starters;

e comprehensive development programs to enhance
the technical skills of staff in core operational

processes; and

e enhancing the management and leadership skills of

more senior staff.

Leadership and management

A Senior Leadership and Management program has been
developed and successfully piloted in association with Mt
Eliza Business School. The program aims to enhance the
leadership capabilities and career development of DHA’s

middle to senior management staff.

A further series of tailored programs are scheduled to

occur throughout the coming year.

DHA business processes and systems

DHA continued to enhance its business processes
through the year with the release of improved versions
of the Relocation and HomeFind systems. This
necessitated a major focus on in-house technical training
for DHA staff to ensure maximum benefit from the
processes and systems. This training also included the

further development of customer service skills.

A video titled An overview of DHA property inspections

was developed as the first component of a

comprehensive  training  package for Property
Consultants. This package also included technical
reference aids, self-paced material and a coaching toolkit
and is an example of DHA’s commitment to continuous
service improvement through ongoing staff training and

development.

Work level standards and competency
framework

DHA has developed a comprehensive work level
standards and competency framework to provide structure
and direction for future staff learning and development
initiatives. This framework will assist managers and staff
in job design, recruitment and selection, performance,
career and succession management, ensuring capability
gaps are identified and linked directly to individual

development and learning plans.
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Shared commitment —
DHA staff reflect

Fifteen years after its creation, DHAS original employees reflected on
their shared, lasting commitment to housing Australia’s military
personnel and their families.

Philip Baker, who commenced employment with DHA as a Works
Supervisor at Adelaide Housing Management Centre (HMC), believes
early challenges developed an organisational culture where “staff got
on with the job and delivered results on the ground.”

More houses, higher standards, streamlined cleaning, allocations,
relocations and technological upgrades are the key achievements to
date according to Maria Radojevic and Vicki Marriott who have seen
the changes over the years as “providing better service and nicer homes
to help keep families happy.” Maria began her DHA career as a
Maintenance Clerk at Moorebank and is now a Customer Service
Coordinator in Sydney. Vicki who originally was an Accounts Clerk, is
now the Property Register Officer in DHA's Head Office in Canberra.

The relationship between DHA and its customers has been cemented
by the challenges of military life and the experience of our staff
according to Jim Parker, Portfolio Officer located at Melbourne and
Mel Kleeman from Perth, who keeps his mobile on over weekends in
case home-alone tenants need his help. Mel is with our Perth HMC as
the Technical Manager, having joined DHA as a Building Supervisor.

Lesley Pothan, Ron Thomson and Kaye Booth have all seen DHA grow
in staff and in the services it offers over the past 15 years and have
worked hard to deliver the best service possible. Lesley who works in
our Head Office began her career there as an Accounts Clerk, and is
currently the Business Support Manager. Ron, a Property Consultant in
Townsville, joined DHA as a Project/Leasing Officer following discharge
from the Army. Kaye who like Mel works from our Perth HMC, began
her career there as Receptionist and is now a Maintenance Clerk.

Staff old and new agree with Gordon Lowe’s statement that “there’s
no better feeling than seeing our customers go away with a smile,
satisfied DHA has listened and found the best housing solution
available.” Gordon who is DHA's Defence Liaison Officer within
Defence Plaza, Sydney, joined DHA as Assistant Manager in Sydney,
originally working from Head Office in Canberra and being tasked
with the job of setting up the Puckapunyal Office. Living in the Mess
at Puckapunyal, Gordon was a “Jack of all trades” and has seen many
changes over the years. It is this commitment to customer service that
DHA values so highly and is essential for DHA's continued success.
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Customer relationships

Defence members and their families

The Australian Defence Force is made up of three
Services, the Australian Army, the Royal Australian Air
Force and the Royal Australian Navy, consisting of
approximately 51,000 permanent (full-time) military
personnel. The highly mobile lifestyle of Defence
personnel and their families results in the need for the

housing and relocations services that DHA provides.

During the year, large numbers of Defence members
have been deployed overseas. During these stressful
times, DHA’s support for the members’ families is even
more important, including DHA’s maintenance service.

One of the most frequent complaints received from
Defence members is insufficient choice in houses. DHA is
seeking to improve choice for Defence members through

the introduction of its Defence Choice Housing product.
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Defence Families of Australia

Singles

DHA continues to administer the rent allowance (RA)
arrangements for Defence members without dependants
(Singles). DHA remains willing to assist Defence with

future improvements to accommodation for Singles.

Defence Families of Australia

DHA maintains a strong relationship with Defence
Families of Australia (DFA) to ensure that DHA retains a
clear understanding of the needs of Defence members
and their families. DHA works closely with the DFA in
conjunction with Defence on new housing management
policies. DHA also consults the DFA’s National Convenor
on systems and process issues, to optimise alignment
with the requirements of Defence members and their

families.

Until February 2003 the DFA National Convenor Judy
Swann was a member of the DHA Board, having been
appointed to the statutory position as the spouse of a full

time member of the Defence Force.

Department of Defence

In the late 1980s, immediately prior to DHA taking over
the management of Defence’s housing, housing was a
significant retention issue for Defence. Fifteen years later,
housing is no longer a significant retention issue, with
the majority of DHA’s housing stock progressively having
been brought up to a standard that satisfies Defence

members and their families.

Agreements between DHA and Defence

DHA operates under two Agreements with Defence: the

Services Agreement on Housing and Related
Requirements, July 2000 and the Relocation Services
Agreement, December 2002. With respect to the former,

DHA and Defence have been working towards the

The Defence Housing Forecast and provision of housing against it changed as follows during the year:

As at July 02 As at June 03 Change (no.) Change (%)
Defence Housing Forecast (DHF) 19,127 18,207 -920 5%
Actual Demand (let stock plus RA) 17,338 17,236 -102 —0.6%
Rent Bill — let Stock 15,087 14,575 -512 -3%
Total on Rent Allowance (MWD) 2,231 2,661 + 430 + 19.6%
Total provisioning 18,721 18,704 -17 -




inclusion of more precise Key Performance Indicators (KPIs), to
facilitate the ongoing management of the Agreement. The more recent
Relocation Services Agreement contains KPIs that establish the standard
of service that is to be provided by DHA. Since the Relocation Services
Agreement was entered into, DHA has met all KPI targets, with only

minor shortfalls.

Relationships with clients

DHA recognises the importance of maintaining a close relationship
with Defence. During the second half of 2002-03, DHA and Defence
engaged in a series of workshops aimed at further developing this
relationship, with a view to optimising financial and qualitative
outcomes for both parties and for Defence members. A dedicated Client
Accounts management team monitors the contract parameters and
liaises with Defence on policy initiatives. Regionally, DHA’s Housing
Management Centre (HMC) Managers work closely with Defence’s
Client Service Managers — Relocations and with Base Commanders

and key Defence personnel in each area.

Providing value for money to Defence
The provision to Defence of value for money is fundamental to DHA’s

success and is one of DHA’s primary objectives. DHA achieves this by:

a) meeting the housing and relocation needs of Defence members
and their families, thereby contributing to the retention of serving

members;
b) managing the Defence rent bill within market rent increases; and

¢) maximising the number of entitted ADF members accommodated

in Service Residences while minimising vacancy rates.

Forecast and actual demand have progressively decreased in recent
years. The large numbers of ADF members purchasing their own

houses has contributed to the drop in demand.

During the year, considerable attention was given to managing vacancies

especially as the number of members with dependants on RA grew.

A number of causes contribute to the growing number of members on
RA, including some that are not within DHA’s control. Recent analysis
indicates that two significant causes are: 1) Members Without
Dependents (MWODs) who become re-categorised Member With
Dependent (MWD) due to de facto recognition or marriage and remain
in their current RA accommodation; and 2) MWDs enlisting and re-
enlisting while occupying a rental property and having no entitlement
to a Service Residence until after completion of initial training. DHA will
continue to monitor these trends to identify causes and contributing
factors. DHA will continue to tailor its residential portfolio to optimise
the matching of supply and demand and to assist Defence with

identification of any associated policy issues.

For the reporting year, 70 per cent of removals were door to door. This
level of door to door removals is unprecedented in the history of

Defence relocations and is estimated to save Defence in the order of

Collaborative
development of
innovative housing

policy

Since October 2001, DHA has been working
closely with Defence to develop a new housing
management framework to replace the current
system, which was introduced in 1990. DHA
and Defence are collaborating closely to
overcome the many policy challenges and to

identify the most suitable outcomes.

The new policy will provide a balance between
meeting ADF member needs and community
trends in family housing, Defence fiscal
requirements and DHA’s commercial viability.
Most importantly, the new policy will provide
much greater choice for ADF families when

selecting their accommodation.




Annual Report 2002-2003 | Defence Housing Authority

Page

26

$15 million per annum in temporary accommodation and

storage costs.

Under the Relocation Services Agreement, DHA makes
payments on behalf of Defence. During the reporting
period $38 million was paid to members of the ADF in
the form of relocation allowances. A further $15 million
was paid to relocation service providers in relation to
hotel and serviced apartment accommodation and travel.
The contract management and payment of removal
services is managed from within the Department

of Defence.

Our Lessors

DHA’s Sale and Leaseback Program, which is an
important funding mechanism for DHA and is highly
regarded by investors, enables DHA to sell its houses
with a long term lease attached. The investment package
is targeted towards investors who take a long term
perspective with their investment strategies and are
looking for a low risk property investment, in which day

to day maintenance is taken care of and with no loss of

rental income due to tenant vacancies. Under the lease
DHA provides a

maintenance service for a single fixed fee. This relieves

agreement, management and
Lessors from much of the tenancy risk of their
investment, while also securing DHA'’s ability to provide
a high standard of maintenance service for its Defence
member tenants. Refer to the Our Houses section for

more information about the Sale and Leaseback Program.

During the year, 1,400 of the Pre-96 leases, which are
unfavourable to DHA, were terminated or converted.
Terminations enabled DHA to upgrade housing stock.
Those that were converted enabled DHA to enter into new

leases on terms that are more closely linked to market.

DHA values the role of its Lessors in enabling DHA to
provide quality housing solutions for Defence members
and their families. A regular newsletter provides Lessors
with information about their DHA leased properties and
DHA housing

investments. This includes new office openings, DHA’s

about effectively managing their

leasing and sales activities and new housing

developments.

Australian Customs Service

In 2001 DHA was requested by the Australian Customs
Service (ACS) to provide maintenance services for 56 ACS
houses in northern and western Australia, leveraging off
management arrangements that have been established for
ADF personnel. The amendments to the DHA Act that
DHA has proposed will remove any ambiguity about

DHA'’s capacity to provide these services.




Our services

to customers
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Relocations Performance
in 2002-03
A success story

Standardising procedures

Following the 2001-02 peak posting cycle, DHA
implemented a range of changes to standardise
relocation management procedures, making the
allocation and removal process run more smoothly for
customers, staff and stakeholders. The Relocation

Services Agreement was signed in December 2002.

Implementing case management

service delivery

Part of the plan to prepare for the 2002 peak posting
cycle was to implement a new service delivery model in
HMCs using case management to provide direct contact
with customers in their location and to simplify the
complexity of Defence rules and procedures together
with simplifying the process of finding a suitable home
in the new location. Approximately 30,000 ADF
members, often with families, pets and valuable personal
possessions relocate every vyear and the case
management model enhances the effectiveness, and

efficiency of DHA’s operations.

Preparations for the case management system included
improvements to key systems and infrastructure such as
telephones, servers, technology platforms, and new
standard operating procedures to share better practice
across the business. Continuous communication ensured
everyone was kept informed of the reason for, and the
impact of changes. The National Service and Support
Centre (NSSC) continued to support the regional offices
by calculating entitlements and allowances, and arranging
temporary accommodation and organising travel
bookings. This was done for all standard postings (greater

than 21 days) and short notice postings for some HMCs.

Benefits of decentralised case management
service delivery

The introduction of this decentralised, case management
approach has given ADF members a personal point of
contact in both their losing and gaining locations. When
DHA receives a standard posting order, a Relocation
Pack is sent to the member within 21 days. Case
Managers from the losing and gaining HMCs are then

assigned to each ADF member required to move home.

The Case Managers administer all aspects of the ADF
member’s move, offering support and advice and
assisting with their removal documentation, entitlements,
itineraries, travel arrangements, allocation of the new

housing solution and other issues.

One of the successes of the system results from the
individual attention each customer receives. It allows the
Case Manager in the losing locality to assess the
member’s situation, taking into consideration their
classification and rank, number of dependants, and the
current availability of housing. Factors such as the
member’s personal needs and preferences can also be
assessed, in order to provide the member with the best
service possible. Case management has resulted in more
and better

efficient processing of requirements,

communication between losing and gaining locations.

Case management for the relocation of members posted
at short notice, or required to attend training courses, is

now also managed entirely by staff at HMCs.

The case management system has worked extremely
well to alleviate customer stress, by supporting the
customer in this critical time, and providing timely and

accurate information.

Operationally, the results were excellent, with a major
turnaround in member satisfaction and an absolute
minimum of formal complaints. The critical test of the
new system was its performance in the 2002 peak
posting cycle. Close monitoring of process times, work
loads and potential backlogs and resolving internal issues
as they arose contributed to the success of the system in
the reporting period. Staff training, the revised IT systems
and updated Relocation Packs resulted in a more
efficient service offered to Defence members through

better explanation of the relocation process.

The new system was positively received by staff and
customers and can be independently measured by the

level of customer satisfaction.



Positive feedback from customer surveys

The Relocation Survey assesses customer satisfaction with the total
relocation process including moving out of a DHA home, itinerary
management, removals, finding a DHA home and occupying a
DHA home.

The upward trend in customer satisfaction since 2001-02 has continued
throughout the 2002-03 reporting period, with Key Performance
Indicators for customer satisfaction with relocations exceeded. In
2002-03, 85 per cent of those who responded to the survey indicated
they were satistied with DHA’s relocation service. Over 32,000

relocations occurred during this period.

Another positive indicator is the low percentage of complaints, with
only 37 recorded complaints out of 13,200 relocations in the three
months during the 2002 peak posting cycle.
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HomeFind

Another strong contributor to the success of relocations in this reporting
period is HomeFind. HomeFind, DHA’s online housing selection tool,
combined with case management, assisted 08 per cent of ADF
members and their families to pre-select their homes, contributing to 71
per cent of members having door to door removals. HomeFind is a user
friendly method for finding a home and in 2002-03 was widely
promoted by DHA to its customers. Strategies included articles in DHA
News and tenant newsletters, information inserted in the Application
for Relocation form and promotion by staft. All of these methods were
used to create awareness of the HomeFind service and to provide
instructions on how to use it. Members were able to inspect houses
online, view maps of the local area, and obtain valuable information on

schools, shopping, transport and community facilities.
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Vantage Point
Apartments

DHA rises to new levels

The Vantage Point Apartment complex in Darwin
was officially opened on 31 January 2003. The
95 apartment complex marks DHA's exciting
venture into the construction and management
of high rise apartments for members of all three
Services and their families. The complex is part
of the Defence Choice Housing initiative

introduced in 2002.

Surveys conducted by DHA show that a significant
number of ADF members would prefer living in a
high-rise apartment complex with appropriate
lifestyle amenities. Vantage Point consists of

55 three bedroom, 20 two bedroom and 20 one
bedroom apartments. The building is designed to
take optimum advantage of the on shore cooling
breeze to better deal with the climatic conditions

of the tropical north.

As a tribute to Australian war veterans, Vantage
Point's three towers are named after
distinguished servicemen with strong Darwin
connections — Captain Max White, Leading
Cook Francis Basset Emms, and Group Captain
Arthur. The towers each feature a plaque with a
biographical acknowledgement of their military

achievements in the Navy, Army and Air Force.
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One issue that impacted on the 2002-03 peak posting

cycle was the availability of houses through HomeFind.

Also impacting on the usability of HomeFind were late
changes being made by members to movement dates,
which delayed housing availability for others wanting to

select a house.

Emergency hotline for members

An Emergency Relocation Hotline number was
reintroduced for members who experienced unexpected
health, safety or security problems during relocation to
their new home. The service operates 24 hours a day,

seven days a week.

Lo

Fast Connect — taking the hassle out of
service connections

Fast Connect is a new service offered to Defence
members to remove the hassle and stress of getting their
telephone, electricity and gas services connected and
disconnected, all at no cost to the member. Members
receive a choice of service providers (if available) and
can also elect for Internet, pay TV and message bank

services to be connected.

DHA has worked in conjunction with Fast Connect to
promote the service to members via various publications

and presentations to key Defence groups.

As a result 2,050 ADF members have taken advantage
of the Fast Connect service since its inception in
September 2002.

Fast Connect will continue to be promoted as a hassle
free way to arrange disconnections and connections
when relocating. Staff in HMCs will continue to speak to
key Defence groups and information is available from

HMCs or the Fast Connect website.

Continuing to put the customer first in

the future

With DHA having now completed a second relocation
cycle, continual internal review has been underway to
improve services to best meet customer expectations.
The system of coordinating relocations in a decentralised
manner is to be continued during the 2003 peak posting
cycle and concurrently, the development of streamlined
systems will be undertaken to better support the Case
Managers in their work. HomeFind will continue to be

promoted to members.

In response to customer feedback about the need for
increasing housing choice and availability. Future plans
include undertaking a comprehensive capital program to
ensure  housing availability —matched member
requirements. Over 800 new homes will be constructed
in 2003-04 to meet the housing needs of ADF members

and their families.

Defence Choice Housing

An initiative in November 2002 was the introduction of
Defence Choice Housing, a service endorsed by the
Department of Defence. The creation of this service was
in response to current community housing expectation
for greater flexibility in the choices members are able to

make in their housing solution.

This is an additional accommodation option available to
eligible members principally in metropolitan regions
around the nation. This option provides members from
any rank group classification with access to homes and
the opportunity to pay a higher or lower rental

contribution based on the property classification.

DHA and Defence have introduced this voluntary option
to enable members to make lifestyle choices that suit
their personal circumstances. Members offered Defence
Choice Housing can make a selection from a range of
accommodation options, including inner city apartments;
selected townhouses (except townhouses in the Sydney
metropolitan area, which are standard Service
Residences) and selected well located detached houses.
This so far has been a very successful service, as seen in

Vantage Point in Darwin.

The need for such an option was identified by DHA’s
annual Tenant Survey in July 2002. Nationally, 28 per
cent of respondents in DHA properties and 51 per cent
of respondents in RA indicated that they would be
prepared to pay higher contributions for a home with

less functionality but in more desirable locations.



Defence HomeOwner

Defence HomeOwner is a subsidised home loan scheme that provides
assistance to serving and former Defence Force members under the
Defence Force (Home Loans Assistance) Act 1990.

The objectives of the Defence HomeOwner Scheme are:
e to attract and retain Defence Force personnel;

e to encourage home ownership during service as a cost effective

alternative to rent allowance; and

e to assist with the reintegration of Defence Force personnel into the

community on return to civilian employment.

The Scheme operates through a 15-year exclusive franchise agreement
between the Commonwealth Government and the National Australia
Bank. The Commonwealth Government provides an interest subsidy
to eligible personnel on a home loan financed by the National

Australia Bank.

DHA manages the Scheme on behalf of the Department of Defence and
its role is to handle inquiries about the benefits of the Scheme, to assess

eligibility and entitlement and to manage the subsidy arrangements.

Accessing the benefits of the Scheme involves a two-stage process:
applicants first apply for an Entitlement Certificate which certifies their
general eligibility for benefit, and at the stage that they wish to take up
the loan, they apply for the subsidy payment.

During the year, 2,271 Applications for Entitlement Certificates were
received and 2,186 Entitlement Certificates were issued. There were
1,544 Applications for Payment of Subsidy received, 1,520 of which
were approved. There were on average just under 6,500 subsidy
recipients each month and as at 30 June 2003 a total of $7.4 million was

paid during the year in subsidy payments.

The number of Entitlement Certificates issued was slightly lower than
last year, but remained high in relative terms. This large number of
certificates issued and subsidies approved is attributed to a majority of
members becoming eligible due to Warlike service in East Timor, Iraq
and Afghanistan. Service in Warlike areas waives the five year
qualifying period and made the majority of personnel eligible much

earlier than would normally be the case. Coupled with the allowances

Relocations — Case
Management

Streamlining the
process

The changes made for the 2002 peak posting
cycle for the management of relocations for
members moving to new localities provided a
much improved service. Previously, cases were
for the most part managed centrally in our
National Service and Support Centre. This did
not provide for face to face contact, and it
proved difficult for members to monitor the
progress of relocation arrangements, discuss

entitlements, implement itinerary changes, etc.

For the 2002 posting cycle case management
was assigned to our regional offices. Individual
Case Managers were allocated, and identified
by name in both the losing and gaining
localities, to each member moving on posting.
This enabled members and DHA staff to
communicate much more effectively, provided a
greater flow of information and enabled both
parties to react quickly when unavoidable
changes such as family illness and crash

postings occurred.
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that members received whilst serving in these Warlike
areas meant that most members returned with a
substantial amount of savings. A majority of personnel
were also eligible for the Federal First Homebuyers Grant
and the Home Purchase Assistance Scheme. All these
factors along with a low interest rate make buying their

own property a very attractive option to renting.

There were no complaints regarding the administration

of the Scheme.

Residential maintenance service

To promote and sustain a responsive and comprehensive
property management and maintenance service, DHA has
in place a 24 hour telephone emergency maintenance
service for health, safety and security matters and a general
maintenance service during normal business hours. To
assist the Australian Customs Service in the maintenance of
its property portfolio, DHA also provides limited

maintenance services to 60 houses in remote locations.

Contractors providing DHA’s maintenance service are
sourced mainly from the standing DHA Residential
Maintenance Service Panel, with a private contractor
supplementing this support for maintenance that must be
conducted out of normal hours. The Panel was re-
tendered during this year in a public tender process, with
the selection of contractors being on a value for money
basis. Open tender and value for money selection
facilitate quality maintenance support from the market,
the assurance for which occurs through supervision by

regional staff and through survey feedback.

Maintenance works are undertaken on the basis of time
and materials, quotations and tenders, depending on the
time and value of work. This approach provides
flexibility and caters for the wide range of maintenance

activities.

The Customer Satisfaction Index for maintenance
combines aspects of customer service and contractor
performance. Overall, DHA has demonstrated a steady
performance in customer satisfaction with maintenance
services, the satisfaction level remaining over 80 per cent
through the year. The extended drought is an emerging
issue that has caused some difficulty in maintaining
landscaping in all houses. The age of some DHA owned
houses is increasing, notably ‘core’ stock situated in key
locations such as close to Defence bases. This has a flow-

on effect of increasing maintenance costs.

The DHA national property group focuses much of its

effort on improving processes and procedures, and in

monitoring expenditure within its available budget. It
does so with the aim of maintaining both the customer
appeal and the real value of all properties. This requires
balanced investment in a portfolio that comprises a range
of age, location and ownership types to an extent that is
unique to DHA. Visibility to the Department of Defence
of vacant properties is provided through regular
operational and strategic reports at the joint Defence-

DHA committee level.

DHA remains committed to continuous improvement of
reporting against Key Performance Indicators across

housing and relocations business. Its key priorities are to:

e promote national consistency in property standards

and solutions,

e ensure the housing portfolio meets the needs of the

ADF as its priority client,

e achieve optimum performance from property assets

for the owners, and

e provide effective and practical leadership on

property issues.

Heritage properties

DHA cares for eighty-four heritage dwellings across the
country, with major concentrations located at Victoria
Barracks and Garden Island in Sydney, HMAS CRESWELL
near Nowra, the Royal Military College in Canberra and
adjacent to the RAAF Base in Darwin. To determine the
special maintenance needs for these dwellings, DHA
engaged heritage architects to develop conservation
management plans for all heritage properties, with
guidance provided by the Australian Heritage
Commission as to the content of the plans. The plans
were completed in 2002 and will form the basis of further
consultation with the Department of Defence and in

planning DHA’s maintenance schedules.
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Lessor News —
keeping our Lessors
informed

As part of our commitment to better
communication with Lessors, DHA publishes a
regular newsletter, Lessor News. In 2002-03
three editions of DHA Lessor News were
distributed to Lessors with their end of month

statements for the respective months.

The newsletter is just one method that DHA
uses to keep Lessors informed about
happenings at DHA. It provides useful
information such as details of new office
openings, changes of address, new phone and

facsimile numbers and also gives DHA the

opportunity to inform Lessors about a range of

topics such as DHA's leasing and sales activities

and new housing developments.

Housing diversity

Keeping pace with the changing needs of Defence members and their
families is something that DHA monitors through the Annual Tenant
Survey. With the changing demographics of the Defence population
and an emphasis placed on lifestyle, DHA no longer builds only
traditional family homes. DHA through its construction and acquisition
program provides a range of townhouses, apartments, courtyard and
high-rise options that suit different family profiles and lifestyle

preferences.

The recently completed three tower apartment complex in Darwin
known as ‘Vantage Point’ due to its views of Darwin Harbour has
provided Defence members and their families with a choice of high-rise
living in an inner city location. The one, two and three bedroom
apartments are provided with such facilities as underground secure

parking, gymnasium, two pools and barbecue amenities.

-

—

Townhouses come in a variety of styles and offer family
accommodation with minimal garden and lawn maintenance. Over the
past year at locations such as Duntroon Royal Military College in the
ACT, a choice of townhouses has been constructed. This includes
terrace houses with traditional access lanes for parking to ensure
minimal impact on the streetscape and two storey townhouses built in
small clusters and sharing a common driveway. Both options provide

families with a lifestyle alternative.

Courtyard housing is a popular alternative for the family that would like
the amenities of a traditional house, but prefers the lifestyle available

from a reduced land allotment.

Traditional housing continues to provide all the features that have
historically been provided in DHA houses, including covered outdoor
entertainment area, storage space and double garage on a more
traditional land allotment size. These houses are generally provided in

outer-suburban locations or in regional areas.



Sale of surplus houses

An important element in DHA’s asset management strategies is the
continuous review of the standard and quality of housing stock to
ensure that the level of amenity provided is keeping pace with
changing community standards. Over the last 15 years since inception,
DHA has gradually disposed of older stock inherited in 1988 that could

not be upgraded to modern standards.

=
! 't Surplus housing stock is therefore identified

for sale on the basis that it is:

¢ no longer required by the Department
of Defence due to changes in

operational requirements,

e no longer considered to be
in a suitable location or of adequate

standard, or

l: e at the end of its economic life.

I

During the year, DHA sold 573 surplus

properties generating $129.3 million in revenue. DHA owned stock tends
to be older than leased stock. DHA stock progressively will be replaced

and where appropriate placed on the Sale and Leaseback Program.

Sale and Leaseback Program

Acquisition and funding strategies largely revolve around on-selling
newly constructed or directly purchased houses through the Sale and
Leaseback Program. Funds generated by the program are re-cycled into

new housing projects or returned to Government.

Under the Defence Housing Australia’ brand, DHA promotes its
residential property investment package to the retail market by offering
an attractive long term lease-back commitment with benefits including
a continuous rental stream throughout the lease period. Lease periods
are flexibly arranged between three and 12 years to suit Defence

operational requirements across Australia.

Over the last year the program has operated in very favourable market
conditions in all metropolitan and regional centres. In the low interest
rate environment, demand for the product has far outstripped supply
with more investors taking a longer term perspective with their

investment and risk management strategies.

The huge success of the Defence Housing Australia sales website has
continued to build positive brand equity significantly reducing the need
for costly media advertising. The strength of brand awareness is further
evidenced by the high referral rate from existing and potential

investors. Over 70 per cent of leads are generated from this source.

During the reporting period the program generated $355.5 million from
1,001 sales against a target of $333.9 million and 1,055 sales.

-
DEFENCE
HOUSING
PRTL S aeR A LA

National Sales Office
— bringing our
investment package

to you

The National Sales Office relocated to a new
shop front at 80 George Street, Parramatta at

the end of September 2002.

The new location offers superb street frontage
and has allowed the office similar exposure to
that of a real estate agency. Window advertising
has been well received by the general public
and has helped to strengthen brand awareness.
The new office also features a conference area
which has allowed the Property Sales

Consultants to host small information evenings.

This sort of exposure reinforces DHA's
commitment to face to face customer service to

complement the residential investment national

telephone numbers and website —

www.invest.dha.gov.au




Amenities Upgrade
Project — continuous
improvement of houses

During the last year Service Residences have
been upgraded in accordance with feedback
from Tenant Satisfaction Surveys. Across the
country houses have had security upgrades to
meet tenant expectations and local community
standards. All Service Residences now have

security screen doors as a minimum security

feature and depending on the location, other

security features such as window security
screens, deadlocks and window locks have been

installed to improve the level of security.

Climate control is another component in the
upgrading of houses. In the locations of
Adelaide, Perth, Singleton and the Riverina,
homes have been upgraded with the installation

of evaporative cooling.

Ceiling insulation was upgraded to 30 homes in
Tindal and reverse cycle air conditioning was

installed to 18 on-base homes at Richmond.

In addition to the cooling upgrades, 28 homes
in Tasmania were retro-fitted with ducted gas
heating and improved thermal efficiency was

completed on 13 heritage homes at Duntroon

Royal Military College in the ACT.

Leasing

Each year DHA undertakes a survey to measure Lessor satisfaction. In
2002 DHA surveyed 3,058 Lessors and 43 per cent responded. Of these,
93.6 per cent were satisfied with their lease agreement and 93.3 per
cent were satisfied with the management of their leased property. Both
results exceeded targets, demonstrating very high levels of Lessor
satisfaction.

Existing Lessors are a major source of referral for the Sale and
Leaseback Program, with the survey results indicating that over 88 per
cent of the Lessors who responded would recommend investing in a
DHA property, while 64 per cent would be likely to purchase another
property under the Sale and Leaseback Program. In recognition of the
importance of this customer base, DHA is continuing efforts to improve
customer service and communication with Lessors. DHA also actively
seeks feedback from Lessors via email, the DHA website and through

direct consultation.

At the beginning of 2002-03 DHA had targeted for termination of
around 2,600 old style Pre 96 leases with above-market rent and
restrictive lease conditions. Close to 1,400 of these were terminated or
converted to new Lease 96 agreements during 2002-03. This program
is continuing and by the end of 2003-04 it is anticipated that only
approximately 250 Pre 96 leases will remain. The conversion of 520 old
style leases to a new Lease 96 agreement has been a major achievement
for DHA during 2002-03.

During 2002-03 DHA maintained an active direct leasing program.
While DHA receives offers to lease from a wide range of sources, a
major source of leasing offers is the DHA website, where information
on current leasing requirements is available to members of the public.
In 2002-03 954 offers to lease were received via the DHA website and
230 new direct leases were achieved from all sources. In 2003-04 DHA

will continue to pursue a direct leasing program to supplement the Sale

and Leaseback Program, which is DHA’s major source of new leases.




Constructions and
acquisitions

Construction continued to be the preferred method of
acquisition for the Authority over the 2002-03 period, as
it enables houses to be tailored to meet DHA standards
of quality and amenity, as well as providing a choice in

the type and location of house.

During the past year, DHA completed construction of 539
houses both on and off base, consisting of 228 from
major projects over $5 million and 311 from medium
projects under $5 million. This includes a 95 apartment,
three tower complex in Darwin emphasising high-rise
inner city living, a 66 house redevelopment in Enoggera,
Brisbane specifically designed to accommodate the
climate and lifestyle and a 122 house redevelopment at
Duntroon Royal Military College in the ACT providing a

choice of townhouse and traditional housing alternatives.

On-base construction and refurbishment forms a
significant part of the capital program with 143 homes
constructed on-base at Duntroon and Puckapunyal
during the year. On-base living continues to be a popular
choice for Defence members and their families and this
is reflected in future programs which include new
housing at Puckapunyal and refurbishment of existing
housing at RAAF Base Tindal.

Annual Report 2002-2003

DHA concluded one submission to the Joint Standing
Committee on Public Works in relation to major projects
during the year. The submission was for a 72 house
development of land located in Adamstown, Newcastle.
The Committee considered the proposal at a public
hearing on 7 March 2003 and in its report dated
14 May 2003 recommended the project proceed at a cost
of $21.6 million.

Acquisition of existing houses is another approach used
in meeting the capital program. Over the past year 421
houses have been acquired across the major cities and

many regional centres across Australia.

The construction and acquisition program will continue
to be the main method of meeting the Defence housing
requirement, with expenditure of approximately

$1 billion over the next three years.

Page

Defence Housing Authority

37






DHA customer

service centres
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Activity summary

Regional and out-posted offices, located close to the main concentrations of Defence housing and military bases, provide
the local contact point between DHA, local Defence representatives and Defence families. There are 15 Housing

Management Centres (HMCs) with multiple supporting local shopfronts including a number on ADF bases.

In many locations, DHA and the Defence Community Organisation are collocated, or located close by, to provide a more
convenient service at the regional level. The close proximity of locations also provides the opportunity to deliver housing

services to customers with a minimum of inconvenience to them.

National
Service Support
Centre (NSSC)

A National Service and Support
Centre (NSSC) is located in
Canberra to provide wide ranging
processing and support functions

to external customers and DHA

business units. Over 100 staff

Dave Trudgian provide the following services:

40

e Interpretation of ADF posting orders and initiation
of relocations, including the mail out of relocation

packs

e Itinerary management including travel and

accommodation bookings
e Relocation entitlement calculations and payments

e Lessor and supplier payments processing, including

rates and water payments and Lessor statements

e Customer support lines for general enquiries,

relocations emergency support and Lessor enquiries
e Defence HomeOwner services
e IT Helpdesk support for DHA staff.

A call centre within the NSSC services a 1800 national
customer service line that provides Australia-wide access
to DHA from 8.00 am to 6.00 pm Monday to Friday.
During these hours the NSSC also services a 24 hour 1800
emergency relocations hotline to provide immediate
support to ADF members and their families whilst in

transit. The service is managed by an external provider

during non-business hours.



Annual Report 2002-2003

Defence
Housing
Authority
Locations

Darwin

Tindal
Alice Springs Caimns
Townsville
Toowoomba
Ipswich
Canungra
Brisbane

Wagga Wagga
Hunter Valley

Richmond
Pennant Hills
Woomera Sydney/Defence Plaza/Kuttabul

Adelaide

Bullsbrook
Perth
Rockingham ———

Hurstville

Liverpool
Nowra

Puckapunyal
Wodonga

Melbourne ]
Sale Canberra
Hobart

Defence Housing Authority

- F —
— " —
Housing management centres national
snapshot for the year
Highlights
o Successful case management of Defence members relocating over the peak posting period of November—February
e Ongoing implementation of the amenities upgrade program enhancing security, outdoor entertainment areas,
and heating and cooling
Activities
Acquisition and construction — $324.3m
Housing sock managed
Existing houses 421 Sold and leased back WU As at 30 June 2003 17,311
Newly constructed houses 539  Other 573  DHAowned 5,075
Leased from private investors 9,843
New leases Ol LN
eSS - 520 Other managed stock 78

Page | 41






Annual Report 2002-2003 | Defence Housing Authority

Australian Capital Territory

Maggie Robinson

New South Wales

Matt Chambers

Janine Leonard

Canberra
Highlights

e The Hon Danna Vale MP opened project at Duntroon which
made available 100 new houses

e Further constructions initiated at Bruce and Harcourt Hill in
addition to substantial home purchases

e Purchase of the 'Pitch and Putt’ Golf Course on Furlong Road
Queanbeyan to provide land for future construction of
approximately 50 houses

Activities

Acquisition and construction — $49.2m

Hunter Valley
Highlights

o A total of 63 Pre 96 leases were converted to Post 96 leases

and another 17 extended for the period of the current tenancy

with a further 121 handed back to Lessors

o Shopfronts were established at RAAF Base Williamtown, Lone
Pine Barracks, Singleton and the Adamstown Army Depot to
improve access by ADF members to DHA services

o All DHA owned houses in Singleton had ducted evaporative
coolers installed as part of the Amenities Upgrade Program,
and window security screens were retrofitted to all DHA
owned houses in the HMC's region

Activities

Acquisition and construction — $20.9m

Nowra

Highlights
e Appointment of Mrs Janine Leonard as Regional Manager

e Eight new homes were constructed by DHA in the Worrigee
area

o Twelve blocks acquired in the highly sought after area of
North Nowra. Construction of homes on these blocks will be
phased over the next two years

e An active acquisition and disposal program has resulted in an
improvement to housing standards in this region

o Excellent results received from the Sale and Leaseback
Program of homes in this region
Activities

Acquisition and construction — $7.5m

Existing houses 46
Newly constructed houses 89
Sold and leased back 193
Other 17
New leases 33
Lease conversions 14

DHA owned 220
Leased from private investors 1,042
On-base 156

Other managed stock -

Existing houses 25
Newly constructed houses 4
Sold and leased back 51
Other 6
New leases 18
Lease conversions 63

DHA owned 187
Leased from private investors 696
On-base 2

Other managed stock -

Purchases

Existing houses 18
Newly constructed houses

|m

Sales

Sold and leased back 57
Other 30
New leases 15
Lease conversions 10

DHA owned 107

Leased from private investors 273
On-base 62
Other managed stock 2
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Wayne Wilson

Jeff Davy

Northern Territory

Matt Wheeler

Sydney
Highlights

Annual Report 2002-2003 | Defence Housing Authority

Purchases

Existing houses 165
Newly constructed houses 4

o Assumed responsibility for processing Fleet Base East

relocations

Sold and leased back 312

e Roving shopfront established to service bases across eastern Other 118

Sydney

o Actively pursued the provision of Defence Choice Housing

o National Sales Office moved to shopfront in George Street,

Parramatta
Activities

Acquisition and construction — $103.3m

Wagga Wagga

Leases

New leases 116
Lease conversions 269

Housing stock managed

As at 30 June 200 4,058

DHA owned 1,411
Leased from private investors 2,570
On-base 55
Other managed stock 22

Purchases

Existing houses 19

Highlights Newly constructed houses 7
e Successful case management of a large number of Defence

members relocating at short notice as a result of courses Sold and leased back 1

® Relocation of the Wagga Wagga office to central CBD Other 0
e Installation of ducted evaporative cooling to all DHA homes

e Continued turnover of A grade stock to new quality homes New leases 2

Activities Lease conversions "

Acquisition and construction — $10m

Housing stock managed

DHA owned 255
Leased from private investors 121
On-base 10

Other managed stock -

:
Darwin i
Existing houses 17
Highlights Newly constructed houses 95
o Excellence in relocations through peak posting cycle with
overall satisfaction peaking at 92 per cent Sold\and leased back 95
e Opening of Vantage Point three towers housing development Other 68
e Established shopfront at 5/7 RAR to manage in excess of 900 Leases

movements relating to the deployment to Timor

o Sales department met their target of selling 95 ‘sale and
leaseback’ properties and directly sold 68 properties that were
no longer required due to age and condition

Activities

Acquisition and construction — $21.3m

N|

New leases
Lease conversions 0

Housing stock managed

As at 30 June 200 859
DHA owned 377
Leased from private investors 722
On-base 747
Other managed stock 13
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Cameron Yin

Queensland

Bronwyn Kennedy

Mark Kelly
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Tindal

Highlights

o First stage of upgrade to A category houses on RAAF Base
Tindal near completion

e Acquired five additional house for NORFORCE members in
Alice Springs

e Maintained a high satisfaction rate with members in relation
to relocations and maintenance

Activities

Acquisition and construction — $1.9m

Brisbane

Highlights

e Opening of 66 houses at John French Estate in April 2003

e Winner of the Master Builders Award for John French Estate

¢ Sourcing and acquisition of land 12 km from Enoggera Base
with a housing yield potential of 60 new homes over coming
years

Activities

Acquisition and construction — $48.4m

Cairns
Highlights

e Purchased development land in three estates
e Commenced construction program of new housing

o Satisfactorily integrated the new case management
procedures into business process

o Achieved a high rate of satisfaction in housing and
maintenance, and relocation services
Activities:

Acquisition and construction — $2.9m

Purchases

N|

Existing houses

Newly constructed houses

Sales

Sold and leased back 0
Other

Leases

|o

W|N

New leases
Lease conversions

DHA owned 129
Leased from private investors 220
On-base 193

Other managed stock -

Existing houses 77
Newly constructed houses 94
Sold and leased back 80
Other 49
New leases 17
Lease conversions 20

DHA owned 265
Leased from private investors 770
On-base 97

Other managed stock -

Existing houses 2
Newly constructed houses 0
Sold and leased back 22
Other 3
New leases 1
Lease conversions 2

DHA owned 67

Leased from private investors 17
On-base 3
Other managed stock "
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Ipswich

Highlights

e Appointment of Mr Mark Wallis as Regional Manager. Mr
Wallis transferred to this position from the Tindal HMC where
he was previously the Regional Manager

e Opened new HMC in September 2002 to provide increased
level of service to ADF members at RAAF Base Amberley

e Sale of 193 homes from the Amberley Village to Queensland
State Housing for removal to western and northern remote
areas

o Establishment of a part time shopfront at RAAF Base
Amberley

Mark Wallis

Activities
Acquisition and construction — $14.3m

Toowoomba

Highlights
e Disposal of older and unsuitable ex commission houses in

Oakey almost complete after an ongoing program over 10
years

o The successful development of a multi skilled team to provide
a high level of Relocation Services to Defence members

e On going development of a close working relationship with
the Defence units based at Oakey and Cabarlah

ik Activities
Acquisition and construction — $0.4m
John Fergusson

Townsville

Highlights

o Disposal of 109 older and unsuitable houses in older suburbs of
Townsville and Thuringowa

e Large acquisition activity successfully completed to replace
older houses, thus limiting the necessity for members to seek
rental assistance accommodation

e Successfully managed approximately 3,000 outbound
relocations

o Assumed responsibility for provision of housing and relocation
services for Thursday Island and Weipa

e On going development of a close working relationship with the
Bob Haylett various Defence units based in Townsville and outlying regions
of Mount Isa, Tully, Mission Beach, Weipa and Thursday Island

Activities

Acquisition and construction — $12m
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Existing houses 16
Newly constructed houses 49
Sold and leased back 44
Other 22

Leases
New leases 4
Lease conversions

DHA owned 201
Leased from private investors 236

On-base -
Other managed stock -

Purchases

.|

Existing houses
Newly constructed houses

|.

Sales

Sold and leased back 20
Other 46
New leases 0
Lease conversions 1"

DHA owned 80
Leased from private investors 238
On-base 7

Other managed stock -

Existing houses 4
Newly constructed houses 76
Sold and leased back 87
Other 109
New leases 2
Lease conversions 2

DHA owned 799
Leased from private investors 804
On-base 4

Other managed stock -
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South Australia

-
Adelaide i
Existing houses 4
Highlights Newly constructed houses 26
o Successful consolidation of removals functions, particularly in
regard to RAAF recruits Sold and leased back 19
e Acquisition of additional Defence Choice Housing in the inner Other 12
v
Activities New leases 0
Acquisition and construction — $10.4m Lease conversations 5
Housing stock managed
As at 30 June 2003 953
. DHA owned 104
Ross Dickens Leased from private investors 450
On-base 395
Other managed stock 4
Tasmania
Hobart (managed by the -
. Existing houses 0
Melbourne Office)
Newly constructed houses
Highlights
o New blocks purchased for construction in order to improve Sold and leased back
age profile of portfolio Other
Actvitles
Acquisition and construction — $0.00m New leases
Lease conversions
Housing stock managed
As at 30 June 2003
DHA owned
Leased from private investors 1
On-base 5
Other managed stock -
Victoria
Melbourne
Existing houses
Highlights Newly constructed houses
o The Melbourne HMC relocated to new, larger premises on
St Kilda Road. The office was officially opened by General Sold and leased back
Cosgrove Other 29
e A shopfront was established at HMAS CERBERUS in order
to better service the base
) o ) New leases
e A new Regional Manager, Mr Alistair Capp, was appointed
Lease conversions 106

replacing Mr John Wilson

Housing stock managed
Activities As at 30 June 2003 1,603

Acquisition and construction — $7.5m DHA owned 398

=

Alistair Capp

Leased from private investors 671
On-base 534
Other managed stock -
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Defence Housing Authority

Sale (managed by the
Melbourne office)

Highlights

e Sale office activities centralised through Melbourne office
Activities

Acquisition and construction — $0.00m

Wodonga (managed by the
Wagga Wagga office)
Highlights

o Successful case management of a large number of short
notice postings for members completing courses

e Installation of ducted evaporative cooling to all DHA homes
e Continued turnover of A grade stock to new quality homes
Activities

Acquisition and construction — $4.4m

Perth
Highlights

® 26 houses were constructed in Rockingham and Atwell

¢ Highly successful Sale and Leaseback Program achieved

e Successful management of increased number of removal
entitlements due to the deployment of SASR troops to
Afghanistan and Iraq, and Naval frigates to the Persian Gulf

Activities

Acquisition and construction — $10.2m

Purchases

.|

Existing houses

Newly constructed houses
Sales

Sold and leased back

Other 3
New leases 0
Lease conversions 1
Housing stock managed

As at 30 June 2003 158
DHA owned 53
Leased from private investors 100
On-base 5

Other managed stock -

Existing houses 10
Newly constructed houses 3

Sales
Sold and leased back
Other

Leases

L|

|.

New leases 4
Lease conversions

Housing stock managed

As at 30 June 2003 273
DHA owned 91
Leased from private investors 147
On-base 35

Other managed stock -

Existing houses 8
Newly constructed houses 26
Sold and leased back 59
Other 49
New leases 12
Lease conversion 0
Housing stock managed

As at 30 June 2003 922
DHA owned 280
Leased from private investors 661
On-base 5
Other managed stock 26



Our systems
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Information Technology
Services

Introduction

The Information Technology Services (ITS) branch is
responsible for the provision and operation of the
Information and Communications Technology (ICT)
functions. Proven design principles are used to ensure
our systems are efficiently developed, maintained and
continuously improved to support current business

operations and future business initiatives.

Information strategy

ITS also plays an essential role in strategic planning to
connect the ICT resources to improvements in business
performance. This strategic planning function capitalises
on DHA’s ICT investments and capabilities to take the

greatest advantage of technology.

Best Practice and IT Governance
DHA IT Governance is an essential control for delivering

expected return on the ICT investment.

IT Governance will continue to be strengthened to
facilitate a better partnership between DHA business
units and ITS. This partnership contributes to a strong
alignment between the DHA Corporate and ITS

objectives.

To achieve operational excellence and business
productivity improvement, industry best practice models

for service support and delivery are being implemented.

DHA relocations

In support of the Relocations business, systems were
enhanced to provide an automatic interface between the
Customer Relationship Management (CRM) system and

the Relocation system.

This ‘customer-centric’ system interface provided
substantial benefits during the peak posting cycle by
reducing transaction processing times, improving
workflow management and promoting a higher level of
compliance with Standard Operating Procedures. This
was a significant contributor in DHA’s achievement of its

key performance targets under its contract with Defence.

E-Business

DHA’s e-Business efforts continued with HomeFind
(www.homefind.com.au) and the Investment web site
(www.invest.dha.gov.au) continuing to save significant
costs and facilitating online interactions with DHA’s

customers and Lessors.

HomeFind contributed strongly to DHA’s 22,451 door to
door removals, as 71 per cent of Service Residences were

pre-selected through the web site.

The Investment web site also contributed to DHA’s
e-Business success. Potential purchasers in the
Authority’s Sale and Leaseback Program can view and
register their interest in properties offered for sale on
the site. Since its inception in March 2003, over
60,000 people have registered their details as leads for
DHA'’s property sales force.

In 2002-03, work was undertaken to review DHA’s
current e-Business activities and to create a strategy that
will guide future efforts for the next three years. DHA’s
vision is to significantly increase electronic interactions
with its customers. This will be achieved by enabling
increased levels of customer self service through
electronic channels such as the World Wide Web, email,
interactive voice response telephony, and mobile
technologies such as short message service (SMS) and
multimedia message service (MMS) to communicate and

do business with customers and suppliers.

The provision of this self service capacity is expected to
have two key benefits: customers will be able to deal
with DHA when and how they wish; and improving the
Authority’s value for money through increased efficiency

and customer satisfaction.



Tenant and Property Management System (TPMS)

The TPMS project will provide a fully integrated system that will
enhance service delivery and respond to DHA’s changing business
requirements. The project is being managed to meet the requirements
of two business lines: The Tenancy Management System (TMS) and the
Property Management System (PMS).

As these systems are highly inter-dependent, a co-ordinated program of
work is being undertaken. The project is being led by DHA business
representatives  with the major development components being

subcontracted to industry experts.

The TMS solution is targeted for full implementation by June 2004 with
PMS currently scheduled for delivery in June 2005.

TMS will better manage the relocations and customer relationship. It
will improve staff productivity when assisting customers with enquiries

and when using reports to support service delivery.

The PMS will provide better portfolio and asset management and

improve DHA’s current reporting ability for Lessors.

Combined, this integrated solution will empower customers with a
greater degree of choice and self service. Additionally, it is expected the
DHA vision of a ‘one-stop’ shop for housing solutions and more
convenient services will be fulfilled whilst improving customer service

levels and portfolio management.

=

DHA Information
Technology
Helpdesk

The Helpdesk Team are a group of specialists
who provide first level technical support to all

DHA staff.

On average 85 percent of issues are resolved
at first point of call by our analysts. Issues not
resolved at first point of call are then escalated
to the appropriate team of technicians within

Information Technology Services.

All Helpdesk analysts are certified Workplace

Trainers. Training programs are developed in

line with DHA staff requirements after a needs
analysis has been conducted. Helpdesk works in
conjunction with the Learning and Development
team within Human Resources in planning the

implementation of the training courses.

Helpdesk also provides desktop support for the
National Service and Support Centre and the

Canberra Housing Management Centre and an
after hours support service to all DHA staff for

emergency IT issues.
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Governance
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Governance Outcomes:
Confidence in the organisation

Review and evaluation of governance arrangements through:
e Annual review by the Board of its function, roles and performance
e Annual independent review of the Board’s function, role and performance

Information and decision support through:
e Monthly reporting to Board in accordance with Board’s requirements
e Effective record keeping, minutes of meetings
e Use of up to date information technology

Internal conformance &  Planning and External conformance
accountability through: performance & accountability:
e Regulatory monitoring through: e Quarterly reports
Compliance Matrix e (Corporate Plan using to Ministers
e Internal audit review Balanced Scorecard e Annual Report
and processes e (Continuous management e Service Charter
e Monthly financial reporting against KPIs
reports to Board e Monthly reporting to
e Financial and other Defence against contracts
delegations

Risk management through Risk Management Plan, updated
annually under the oversight of the Board Audit Committee

Stakeholder relationships (external and internal) managed through:
e Stakeholder representation on DHA Board
e Multi-level collaboration and liaison with Defence-related stakeholders,
including representatives of Department of Defence, the ADF,
Lessors and DHA staff
e Ongoing measurement of satisfaction with DHA's performance, including
through Client Survey, Customer surveys, Lessor survey and DHA staff survey

Leadership, ethics and culture:
Top down informed direction supported by a culture
of fearless bottom up advice
DHA Mission and Vision statements
DHA Code of Conduct
APS Values and Code of Conduct

Source: Adaptation from ANAO Better Practice Guide, Public Sector Governance, July 2003
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DHA governance
framework

DHA’s governance framework provides the framework
within which the Authority operates, to ensure
outcomes and enhanced

accountable business

organisational performance.

DHA’s business is a changing business. So that DHA can
meet the changing needs of its clients and customers,
DHA'’s governance framework is able to adapt to reflect
these changing requirements whilst still retaining all

aspects of accountability and professionalism.

Code of Ethics

DHA is committed to fair dealings in all its activities,
including its interaction with Defence, ADF members and
their families, building and maintenance contractors,
suppliers, Lessors and Government authorities. High

ethical and accountability standards are set and expected
of all staff.

DHA’s culture also embraces a strong commitment to
meeting the needs of ADF members and their families.
The organisation is committed to providing a safe
workplace, free of discrimination and harassment and to
recognising the individual contributions of its staff
members. It is also committed to high standards in its
contractual relationships with maintenance and other
contractors and private investors with which DHA has

property management responsibilities.

DHA business

The statutory function of DHA is to provide adequate
and suitable housing for members of the Australian
Defence Force and their families, Defence civilians and
other persons, in order to meet the operational needs of
the Australian Defence Force and the requirements of the

Department of Defence.

DHA provides tenancy management and relocation
services to Defence and administers the Defence
HomeOwner Scheme (subsidised assistance for ADF

member home purchase).
In all the above activities, DHA is required to undertake
its business activities in a commercial manner and to

make appropriate returns on investment to Government.
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Legislation

Defence Housing Authority Act 1987

The Defence Housing Authority (DHA) was established
under the Defence Housing Authority Act 1987 (the Act)
and commenced operations on 1 January 1988. Under
the Act, DHA is required to provide adequate and

suitable housing for:
e members of the ADF and their families

e officers and employees of the Department and their

families; and
e other persons

in order to meet the operational needs of the Defence

Force and the requirements of the Department.

Commonwealth Authorities and Companies

Act 1997

DHA must also comply with the requirements of the
Commonwealth Authorities and Companies Act 1997
(CAC Act) with respect to:

e reporting to Ministers and to Parliament
e contents of the Annual Report

e audit of DHA’s financial statements by the Auditor-

General
e banking and investments powers of authorities

e compliance with general policies of the Government,

and

e conduct of Directors and Ofticers, including the civil
consequences of the Directors and Officers

contravening civil penalty provisions.
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Shareholder Ministers

DHA is part of the Defence portfolio and is responsible to Senator The Hon. Robert Hill, the Minister for Defence,

through The Hon. Danna Vale MP, Minister for Veterans’ Affairs and Minister Assisting the Minister for Defence.

Senator The Hon. Nick Minchin, the Minister for Finance and Administration is a Joint Shareholder Minister and

has delegated responsibility for DHA issues to Senator The Hon. Eric Abetz, Special Minister of State.

Senator The Hon. Robert Hill Senator The Hon. Nick Minchin

The Hon. Danna Vale MP Senator The Hon. Eric Abetz



DHA Board

During 2002-03, the Board met ten times. Of these
meetings three were held outside Canberra in Darwin,
Adelaide and Sydney.

One of the highlights for the Board during this year was
the meeting held in conjunction with the opening of the

Vantage Point complex in Darwin.
The DHA Board comprises 12 Directors:

e Five Directors (including the Chairman) are
appointed by the Governor-General for their

expertise in housing, management or finance

e One Director, also appointed by the Governor-

General, is the spouse of a full-time ADF member

e Five Directors are ex-officio and consist of the staff
occupying the positions for the time being of Head
Defence Personnel Executive, the Deputy Chief of

Navy, the Deputy Chief of Army, the Deputy Chief of

Board Members for 2002-03 included:
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Air Force and the First Assistant Secretary Capability

Investment and Resources, and

the Managing Director of DHA (who is also Chief
Executive Officer) appointed by the Board of

Directors and who is the only Executive Director.

Directors resigning during 2002-03

The following DHA Board Directors resigned during
2002-03:

Peter Jollie AM — 24 June 2003

Air Commodore Roxley McLennan — 25 August 2002
Ms Helen Ryan — 21 March 2003

Mrs Judy Swann — 27 February 2003

Rear Admiral Russ Shalders AO, CSC RAN — 24 July
2002

Peter Jollie AM

Chairman

Peter Jones AM

Chairman, appointed 25 June 2003

Keith Lyon Managing Director DHA
Rear Admiral Brian Adams AO RAN Director
Bonita Boezeman AO Director

Air Commodore Roxley McLennan

ADF Ex-officio Director

Rear Admiral Rowan Moffitt RAN

ADF Ex-officio Director

Ralph Neumann

Defence Ex-officio Director

Tom O’Brien AM

Director

John O’Grady

Director

Major General Frank Roberts AM

ADF Ex-officio Director

Helen Ryan

Director

Rear Admiral Russ Shalders AO CSC RAN

ADF Ex-officio Director

Air Vice-Marshal Chris Spence AM

ADF Ex-officio Director

Judy Swann

Defence spouse

Wayne Stokes

Director, appointed 25 June 2003
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Board

Peter Jones

It

Peter Jollie

Brian Adams

Hon. Peter V. Jones awm, Faicp

Mr Jones is currently the Chairman of ARC Energy Limited, AMMTEC Ltd., and several private
companies. He is Chairman of the Callaway Foundation for Music Education within the
University of Western Australia, and has previously served as Chairman of several listed
companies associated with mineral and energy exploration and production.

He has been associated with several Government-owned trading enterprises, including the
Western Australian Water Corporation, of which he was the founding Chairman and served for
eight years until retiring in December 2002.

Mr Jones was born in Tasmania, where he was farming until 1968 when he moved to Western
Australia, and continued his farming operations in the Great Southern Region of the State.
Between 1974 and 1986, he was a member of the Western Australia Legislative Assembly, and
served as a Minister in several portfolios including Education, Resources Development, Mines
and Energy.

Peter Jollie
AM, FCA, FCPA, FAICD, Chairman from February 1997 to 25th June 2003

Mr Jollie is currently the Chairman of Heggies Bulkhaul Ltd, Accountants Superannuation Fund,
CEO Syndicate and the Judging Panel for the ICA-Zurich Business Leader of the Year Awards.
He is an independent Director of Travel.com.au Limited and of other companies.

He was Chairman and CEO of P&0O Containers (Australia) from 1988 to 1996, Chairman of
Australian Water Services Ltd from 1991 to 1997, and was also a Director of Bovis Australia
from 1995 to 2000, P&O Australia Ltd from 1987 to 1997 and P&O Containers Ltd (UK) from
1992 t01996.

Mr Jollie is a past President of the Institute of Chartered Accountants. He is a Founding Governor
of the Australian Naval Aviation Museum and Governor of the Heart Research Institute.

Rear Admiral Brian Adams ao, raN

Rear Admiral Adams joined the Navy as a junior recruit in 1968 and was commissioned in 1969.
He has served on a range of Australian Navy ships and in 1980 and 1981 he undertook
exchange service with the Royal Navy. He commanded HMAS TARAKAN in 1976 and 1977 and
HMAS TOBRUK in 1988 and 1989.

Other postings included the Australian Joint Warfare Establishment as the RAN Director and HQ
ADF in resource policy and capability development areas. In 1993 and 1994 he commanded
HMAS CRESWELL, the RAN College, and in 1995 and 1996 he was the Director of Naval Warfare
in Maritime Headquarters.

In 1997 he graduated from the Australian College of Defence and Strategic Studies. He assumed
the position of Commandant Australian Defence Force Academy in January 1998 and was
appointed Deputy Chief of Navy in 2000.

Rear Admiral Adams is also a graduate of the Australian Army Command and Staff College and
the Joint Services Staff College. He holds degrees in Arts and Business Administration. He is a fellow
of both the Australian Institute of Management and the Australian Institute of Company Directors.



Bonita Boezeman

Keith Lyon
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Bonita Boezeman ao, PMD Harvard, FAMI, FAICD

Currently Managing Director of Business Benefits International Pty Ltd, Ms Boezeman was
formerly an executive with Time Warner Inc (now known as AOL Time Warner) for more than
22 years and was the Chairperson and Chief Executive Officer of Time Life (Australia) Pty Ltd
for more than 12 years. This division was responsible for all the book publishing, music and
film/entertainment, sales and development.

She has an extensive background in marketing and financial management. Before moving to
Australia she was European Director for Subscription Services for Time Inc. (which encompassed
175 locations worldwide), as well as French Area Manager and European Business Manager.

She is a current Board member of the public company Perpetual Trustees, as well as the Deputy
Chairman of the NSW State Lottery Corporation. She is also a member of the Advisory Board of
the Catholic Development Fund.

For the past 13 years Ms Boezeman has been involved with the Corporate Olympic Committee
as well as chairing the East West Foundation which raises money for the Cochlear Implant
Centre for Deaf Children and the Opera Artist Programme.

She has previously been on the Boards of Prudential Insurance and Opera Foundation Australia
from 1989 to 2000, AIESEC Australia from 1985 to 1995, East Asia Advisory Council for the
NSW Government and the Australian Record Industry. She was a founding member of Chief
Executive Women and an attaché for the Sydney 2000 Olympic Games.

Ms Boezeman was appointed as a member of the DHA Board in October 2001 for a term of
three years.

In the Queen’s Birthday 2003 Honours list Bonita was appointed an Officer of the Order of Australia.

Keith Lyon ecom (Hons) Nsw, Fcpa, FAIM, FAICD

Mr Lyon was appointed Managing Director in September 1999. Previously he was the Deputy
President of the Repatriation Commission where he played a leading role in developing new
health care arrangements for Australian veterans and war widows. He has a strong background
in public administration and was a pioneer in introducing purchaser/provider arrangements
between the public and private sector.

Since joining DHA Mr Lyon has been responsible for the organisation’s growth and for making
DHA operate on a fully commercial basis as a Government Business Enterprise. He developed an
Agreement with Defence for the provision of housing and negotiated arrangements for DHA to
become responsible for tenancy management and relocations. This has enabled most Defence
members to preselect their homes and move door to door.

DHA has some 17,300 houses under management valued at about $4 billion. Mr Lyon has
introduced business line management and strong performance management utilising a system of
measures. In the last three financial years, DHA has generated an increase in shareholder value
of 13.3%, 13.7% and 15.5% and returned to the government $957 million in special dividends
and capital returns. He has also been responsible for the continuing development of the Sale
and Leaseback Program under the name of Defence Housing Australia and substantially reducing
the Government's equity in the business.

Mr Lyon has a very strong interest in providing customer service and managing substantial
change in large organisations.
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Rowan Moffitt

Tom O'Brien

Rear Admiral Rowan C Moffitt, ran

Rowan Moffitt assumed his current duties as Deputy Chief of Navy when he was promoted to
Rear Admiral in mid-2002.

Born and schooled in Sydney, Admiral Moffitt graduated from the Royal Australian Naval
College, Jervis Bay, at the end of 1975. After Seaman Officer training and award of his Bridge
Watchkeeping Certificate in 1978, he was posted to England to be the commissioning Navigator
of the first of a new class of patrol boats, HMAS FREMANTLE. In 1980 he joined the staff of

the Director of Naval Officer’s Postings in Canberra, a posting which included a period as RAN
Contingent Commander onboard HM Yacht BRITANNIA during The Queen’s visit to Australia

for the Commonwealth Heads of Government Meeting in Melbourne. Between 1982 and 1988
he undertook surface warfare and specialist navigation courses in England and Australia and
then served as the Navigator on HMA TORRENS, BRISBANE and HOBART and as the Staff
Navigator to the patrol boat and mine warfare force Commander.

On promotion to Commander in 1989, he served as Executive Officer (and briefly Commanding
Officer) of the destroyer HMAS BRISBANE, on the staff of the Director Joint Plans, Headquarters
Australian Defence Force and undertook the Joint Services Staff Course before joining the new
frigate HMAS NEWCASTLE as commissioning Commanding Officer in mid 1993. He joined the
RAN Surface Warfare School as head of the Warfare Faculty in late May 1995 and on promotion
to Captain at the end of 1995, was appointed to Maritime Headquarters in Sydney as the Chief
Staff Officer Operations. He completed this posting in mid 1998 and undertook a year of study
for a Masters in Business Administration at Monash Mt Eliza Business School. This was followed
by command of HMAS BRISBANE before his promotion to Commodore and posting to Navy
Headquarters as Director General Navy Capability Management at the end of 1999. In mid-2001
he took command of the Australian Defence Force Warfare Centre located on the RAAF Base

at Williamtown.

Dr Ralph Neumann php, raico

Dr Neumann is a long-serving Commonwealth public servant who has spent his career in the
Department of Defence. Currently he is First Assistant Secretary, Capability, Investment and
Resources.

He joined the Defence Department in 1978. He was appointed to the Senior Executive Service in
1993 and since then has worked in policy areas relating to Defence capability, resources and the
major capital equipment plan.

He was a member of the Defence Source Selection Board for over two years, is currently the
secretary to the Defence Capability Investment Committee (the senior capability focused
committee in Defence) and a member of the Defence Capability Committee, and chairs the
Defence Materiel Organisation Vehicles and Land Operations Governance Board. He is also a
director of a private company.

P
Tom O’Brien am, Bcom (Hons) FCA, CPA

Mr O’'Brien was the Chief Executive Office for Ernst & Young in Melbourne for 12 years and was
the National Chairman of Ernst & Young Australia in 1995 and 1996.

Since retiring from the partnership he has pursued a career as a company director and currently
serves on a number of Boards including Advent Limited, Australian Hearing, Fiduciary Trust
International Australia Ltd, Mercy Health and Aged Care Inc and Virtual Communities Ltd.

He is Chairman of Church Resources, CCl Investment Management Ltd, Healthpoint Technologies
Limited and Triangle Group Pty Ltd.

In January, Mr O'Brien was appointed a Member of the Order of Australia.



Annual Report 2002-2003 \ Defence Housing Authority

John O’Grady Lis, raicp

Mr O'Grady is a Special Counsel at the Sydney office of international law firm, Blake Dawson
Waldron. Prior to joining Blake Dawson Waldron in April 2000, he was a partner of Fisher
Jeffries, an Adelaide commercial law firm, for over 20 years serving the last five years as
Chairman of Partners. He is an experienced legal practitioner in the areas of Corporate
Governance, Property and Government Tendering and Contracting.

He was admitted as a Fellow of the Australian Institute of Company Directors (AICD) in 2000. He
is currently a tutor in the AICD Company Directors’ Course and is a member of the AICD
Corporate Law Committee.

Mr O'Grady is a past President of the Property Council of Australia (South Australian Division)
and served on the National Council for two years. He is currently a member of the Commercial
Office Committee of the Property Council of Australia (NSW Division).

He has served on several Boards and Committees, including the Commonwealth Property

JOhﬂ O’Grady Committee, the Adelaide Entertainment Centre Board, the Australian Major Events Board and
the Barossa Music Festival. He was also Chairman of the South Australian Government Office
Accommodation Committee.

Major General Frank X Roberts am

Major General Frank Roberts entered the Royal Military College, Duntroon in 1970, graduating
into the Royal Australian Artillery in 1973. Major General Roberts’ regimental postings
culminated with command of the 1st Field Regiment from January 1991 to December 1992.

After a number of appointments as a colonel, Major General Roberts was promoted to Brigadier
in December 1997 to command the 7th Task Force at Enoggera, Brisbane from January 1998 to
September 1999. He then went on to command the Peace Monitoring Group Bougainville from
September 1999 to March 2000, and the Combined Arms Training and Development Centre
from April to December 2000. Major General Roberts was promoted to the rank of Major
General and appointed as the Commander Training Command — Army on 15 January 01.

He assumed his current appointment as Deputy Chief of the Army in June 2002.

Major General Roberts has attended the Royal School of Artillery and the Royal Military College
of Science, the Australian Army Command and Staff College and the Australian College of
Defence and Strategic Studies. Major General Roberts holds a Bachelor’s Degree in Civil
Frank Roberts Engineering, a Master of Science Degree in Gun Systems Design and a Graduate Diploma in
Management Studies.

Major General Roberts was appointed a Member of the Order of Australia in 2001 in recognition
of his service as Commander of the 7th Task Force and the Peace Monitoring Group.

Air Vice-Marshal Chris Spence awm, gsc, Faicp, Faim

Air Vice-Marshal Spence joined the Royal Australian Air Force Academy in 1969, graduating with
a Bachelor of Science Degree. Following pilot training in 1974, he flew a range of aircraft
including Iroquois helicopters, Caribou tactical transport aircraft, C130 Hercules aircraft, Macchi jet
trainers and Pilatus PC9 training aircraft.

Air Vice-Marshal Spence’s staff appointments include Director Logistics Development at the Logistic
Systems Agency at Headquarters Logistics Command and Chief of Staff Support Command Australia.
His command appointments include Commanding Officer No. 35 Squadron, Officer Commanding No.
86 Wing and Commander Training — Air Force. He was promoted to Air Vice-Marshal and assumed
his present appointment as Deputy Chief of Air Force on 18 June 2001.

Air Vice-Marshal Spence was appointed a Member of the Order of Australia on Australia Day 1998.
He is a graduate of the RAAF Staff College and the United States Air Force Air University in
Montgomery, Alabama. He is a Fellow of the Australian Institute of Management and a Fellow of the
Australian Institute of Company Directors.

Chris Spence
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Wayne Stokes

/

Judy Swann

Helen Ryan

Wayne Stokes

Wayne Stokes has more than 38 years’ experience in the Australian building and development
industry and has been a senior contributor to the industry through national roles with a range of
professional bodies and Government advisory boards.

Since 1980, Mr Stokes has been managing director of privately-owned NL Stokes Pty Ltd — a
company founded by his father as a specialist building contractor which has since earned a
reputation as a respected developer of quality subdivisions in South Australia and Queensland.

He has served the industry as National and State President of the Urban Development Institute
of Australia and is a National and State Life Member of that organisation.

Mr Stokes also has served on the Council and Housing Council of the Master Builders Federation
of Australia, is a former President of the Master Builders Association of SA Inc and a former
Chairman of the Association’s Housing Committee.

His service to the Federal Government includes membership of the Board of the National Capital
Authority and Chairmanship of the Indicative Planning Council for the Housing Industry (SA Division).

At a State level, Mr Stokes is the former Chair of the Urban and Regional Development Advisory
Committee and of the Development Advisory Policy Committee in South Australia. He is
currently a Board Member of the Land Management Corporation and a former Member of the
Independent Gambling Authority.

Judy Swann

Mrs Swann was appointed as Convenor of the National Consultative Group of Service Families
(NCGSF) in April 2000 and had been a Service spouse for 12 years. She had been a member of
the NCGSF (now known as Defence Families of Australia) since 1995 and represented the views
of Australian Defence Force families in a variety of forums, including tenant consultative groups
and Defence committees.

She had previously worked as a financial counsellor with the Australian Red Cross and a regional
office manager for the Department of Consumer Affairs.

She is currently studying a bachelor degree in business administration.

Mrs Swann resigned from the Board on 27 February 2003.

Helen Ryan Lig (Hons)

Helen Ryan is an independent legal consultant advising on the commercial and strategic
aspects of major projects. She was a partner in international law firm Deacons for a period
of 16 years until 2002. She is a specialist in banking and finance law and was national head
of Deacons’ banking and finance division.

In her legal role she advises on the structuring and documenting of financing transactions.
While she focuses particularly on the financing of large-scale property projects, she is also on
retainer to the Australian leasing subsidiary of one of Japan’s largest banks and provides
advice to that client on a regular basis on a wide range of corporate and commercial matters.

She is a former director of the Banking Law Association, the Queensland Surf Life Saving
Foundation, the Queensland Community Foundation, the Queensland Harness Racing Board
(also Vice Chairman) and a member of the Queensland Liquor Licensing Advisory Board.

Helen resigned from the Board on 21 March 2003.
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Board Committees

Audit

The Board Audit Committee (BAC) meets quarterly and
reports to the full Board at least twice a year. During
2002-03, three meetings were held in Canberra and one

in Sydney.

During the reporting year, Committee Membership

comprised:

Mr Tom O’Brien (Chairman)
Mr John O’Grady

Mrs Judy Swann

Air Vice-Marshal Chris Spence
Dr Ralph Neumann

The Committee’s primary functions as established in its

Charter are as follows:

ensure the appropriate processes are undertaken by
the Executive in relation to the system of internal
controls, management information systems, and

overall risk management practices;

review DHA'’s accounting policies and disclosures in
the annual financial statements and other disclosures

in the Annual Report before release; and

consider major developments and significant
changes in legislation, regulations and government
policy and their possible impact on the responsibility
and liability of the Board and DHA.

Attendance at Board meetings July 2002 to June 2003

Scheduled Board meetings Special Board meetings Board audit committee
Eligible to Eligible to Eligible to

Member attend Attended attend Attended attend Attended

Peter Jollie 10 10 3 3

Keith Lyon 10 10 3 3

Tom O’Brien 10 10 3 3 4 4

John O’'Grady 10 10 3 3 4 4

Helen Ryan 7 5 2 2

Judy Swann 7 6 2 2 3 3

Bonita Boezeman 10 10 3 3

Brian Adams 9 4 3 2

Frank Roberts 10 5 3 1

Chris Spence 10 6 3 3 4 1

Rowan Moffitt 10 5 2 1

Roxley McLennan 1 1 0 0

Ralph Neumann 10 8 3 3 4 4
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Nomination and Remuneration

The Committee is chaired by The Hon. Peter Jones,
Chairman of the DHA Board and members are Bonita
Boezeman, John O’Grady, Tom O’Brien, and Wayne
Stokes.

The Committee is responsible for:

e advising Ministers on the skills and experience

necessary for new Directors;

e overseeing and providing advice to the Managing
Director on executive remuneration and overall

remuneration strategies;

e assisting the Board in relation to the review of the
Managing Director’s performance and remuneration;
and

e ensuring the provision of appropriate induction and

continuing education programs for Directors.

Board Evaluation and Review

In accordance with better practice corporate governance,
an independent assessment of Board performance was
undertaken by Boardroom Partners during the year. The
assessment confirmed that the Board operated effectively

and in line with the principles of good governance.

Regular, independent assessment of Board performance
provides an opportunity for individual Directors to take
stock and to make arrangements to undertake any skills
update necessary in line with their requirement to fulfil
their duties to the best of their abilities, as required by
the Board Charter. Such an assessment also provides an
independent confirmation that the Board, as a decision
making body, is working within the principles and
practices of good governance as detailed in the Board

Charter.
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Keith Lyon

MANAGING DIRECTOR

Fiona Hopkins
GENERAL COUNSEL

Richard Bear James Kennedy Bob Eames Bruce Lockyer
General Manager General Manager General Manager Chief Information
Development & Sales Operations Corporate Resources Officer
e Development & e Relocation services e Provision of e [T infrastructure
construction Corporate services )
e Property e Business support
e Sales & Leasing management e Risk management -
e [T projects
e Defence Housing e Internal audit
Australia
e Contract
e DHA acquisitions management
& disposals
INTERNAL
NSSC HMCS AUDITOR
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Michael Hobday

Jon Brocklehurst Neil Smith & Roger Powell
Strategic Human
Chief Finance Officer General Manager Business Accounts Resources Manager
® [nvestment e Corporate planning e Human resource
management i
E e Account management Services
* Corporate planning e Human resource

e Customer relations & development

e Corporate finance

e Performance measurement

e Communications and
change management

Kathryn Brown

Strategic Human
Resources Manager
Resigned March 2003
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Richard Bear — General Manager Development and Sales

Mr Richard Bear joined DHA in January 2000, prior to which he was
Assistant General Manager of the Child Support Agency for three years
and responsible for financial management, information technology
services and human resource management.

Richard’s earlier career was in the insurance industry, during which time
he held various executive positions in Melbourne, New Zealand and the
UK. In 1981 he was appointed Director Insurance with the Defence

Service Homes Organisation. In 1992 he was appointed Branch Head in

James Kennedy — General Manager Operations

Mr James Kennedy was appointed to the position of General Manager
Operations in September 2002. His extensive commercial background is
property related and he has held executive positions as Client
Relationship Manager with Jones Lang LaSalle Asia Pacific Outsourcing
and subsequently General Manager Corporate Accounts, and Corporate
Real Estate Manager with Telecom New Zealand. For some ten years he
was also Company Director for a group specialising in advising on and
managing corporate staff transfer issues.

Jon Brocklehurst — Chief Finance Officer

Mr Jon Brocklehurst has been responsible for the management of the
finance function for DHA since joining the organisation in November
1999. His extensive previous experience included managing the corporate
financial planning and analysis function within ACTEW Corporation and
being the manager responsible for Corporate Reporting and Budgeting
for EnergyAustralia.

Fiona Hopkins — General Counsel

Appointed as DHA's first General Counsel in 2001, Fiona Hopkins
previously worked in the private sector, as a lawyer with three of the top
Sydney legal firms and also at Woolworths and Westpac. She has
expertise in property, managed investments and compliance and was the
company secretary for Westpac Property Trust.

Fiona has a Bachelor of Arts and Bachelor of Laws from ANU and last
year completed the Senior Managers Development Program at the NSW

Neil Smith — General Manager Business Accounts

Air Vice-Marshal Neil Smith retired from the Royal Australian Air Force in
January 2001 and came to DHA in the following month. He is also a
member of the Civil Aviation Safety Authority (CASA) Board.

In a career that spanned 39 years, Neil held a wide variety of operational
and staff appointments with specific highlights including Support
Commander for Air Force with the associated responsibility for the
logistic support for all Australian military aircraft and command of RAAF
Base Pearce, the country’s busiest flying base. Other appointments ranged
from staff positions in Canberra to command and technical positions in
operational units.

the Department of Veteran Affairs, responsible for the Department’s
financial accounting and management activities.

Richard has a Bachelor of Commerce with a major in Accounting

at Otago University, New Zealand. As General Manager Development
and Sales he is responsible for:

¢ Development and construction

e Sales and leasing

¢ DHA acquisitions and disposals

James has a Master of Arts with honours in Political Science from the
University of Canterbury and was awarded the Graduate Certificate in
Commerce (Valuation and Property Management) from Lincoln University.
As the General Manager Operations, he has responsibility for:

e Relocation Services
e  Property Management
e National Service and Support Centre (NSSC)

e Housing Management Centres (HMCs)

Mr Brocklehurst has an Honours Degree in Economics and
Accounting from the University of Bristol (UK) and is a member
of the Institute of Chartered Accountants of England and Wales.
As the Chief Finance Officer Mr Brocklehurst is responsible for:

¢ Investment management
e Corporate finance

e  Corporate planning

AGSM. She is admitted as a solicitor in New South Wales
and the Australian Capital Territory.

As General Counsel, Fiona is responsible for:
e Coordination and management of Board processes
e Delivery of all legal services to the business areas

e  Corporate Governance and compliance

In 1998 Neil was made a member of the Order of Australia. He has

a Bachelor of Aeronautical Engineering from the University of Sydney
and is a fellow of both the Royal Aeronautical Society and the Australian
Institute of Company Directors. He job shares the role of General
Manager Business Accounts with responsibilities for:

e  Corporate planning
e Account management
e Customer relations

e Performance measurement



Roger Powell — General Manager Business Accounts

Major General Roger Powell joined the Executive team at DHA in July
2002 following a 34 year career in the Australian Army. He brings to the
role extensive knowledge and experience in leadership, having had
exposure at all levels and having served throughout the world in
operational, training and staff environments.

Highlights of his military career include leading peacekeeping assignments
on Bougainville, PNG in 1998 and as the senior Australian Military Officer
in East Timor in 2001 as Deputy Commander on the UN's Peace Keeping

Bob Eames — General Manager Corporate Resources

Mr Bob Eames joined DHA in 1991 and during his career with the
Authority has held the positions of Community Relations Manager,
Executive Officer and his current role of General Manager Corporate
Resources, a responsibility he has had for the past five years.

Bob’s earlier career was that of a Seaman Officer in the Royal Australian
Navy for 27 years. Postings as a warfare and communications specialist
included some 16 years sea experience in operational and command

Bruce Lockyer — Chief Information Officer

Mr Bruce Lockyer has been the Chief Information Officer for Defence
Housing Authority since January 2000. He has been employed with the
organisation since 1994 and during that time held various management
roles. Prior to joining Defence Housing Authority he was with the Royal
Australian Navy where his work encompassed all facets of Information
and Communications Technology.

Michael Hobday — Strategic Human Resources Manager

Michael joined DHA in April 2003 as the Strategic Human Resource
Manager. He has extensive experience in the private and public sector at
National and State levels over a 25 year period. Michael was previously
Chief Executive of the CHR Group and prior to that a division head in
Queensland Transport. Michael also has 18 years experience in the
Commonwealth sector where he was involved in major reform in the
health and industrial relations areas.

Michael has a Bachelor of Arts from ANU and post graduate studies in
Industrial Relations and Business. He currently is part way through his
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Force Headquarters. He has had extensive experience in strategic
planning and performance improvement in senior Defence appointments.

Roger job shares the role of General Manager Business Accounts with
responsibilities for:

e  Corporate planning
e Account management
Customer relations

e Performance measurement

postings on a variety of ships, including two years exchange with
the Royal Navy, as well as qualifying as a Master Mariner.

As General Manager Corporate Resources, Bob has responsibility for:
e Provision of corporate services
e Risk management

¢ Internal audit and contract management

As the Chief Information Officer, Bruce is responsible for the development
and implementation of the overall Information and Communications
Technology strategy for the organisation. In brief, his responsibilities are:

e IT Infrastructure

e Business support

e IT projects

MBA and is a member of the Australian Institute of Company
Directors and the Australian Human Resources Institute.

As the Manager of Strategic Human Resources, Michael has
the responsibility for:

¢ Human resource services
¢ Human resource and development

¢ Communications and Change Management
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Internal and external
review

Internal audit

KPMG assumed the responsibility from Deloitte Touche
Tohmatsu for the provision of internal audit services in
April 2003 subsequent to a tender for the provision of
such services. DHA’s internal management of the

function was also strengthened during the year.

Risk management

Risk management is an important and integral element of
Defence Housing Authority’s operations. The DHA Board
Audit Committee has the responsibility for ensuring that
the Strategic Risk Management Plan is regularly reviewed
and updated to make sure the contents reflect the current

business environment.

The DHA Strategic Risk Management Plan has been
developed with the assistance of Comcover and follows
the methodology set out in the Australian/New Zealand
Standard AS/NZS 4360:1999. It is underpinned by a series
of complementary Business Unit risk management action
plans that detail how individual risks are managed
and/or mitigated. All DHA major projects are required to

have their own individual risk management plans.

The management and assessment of risks is an on-going
function. Executive Managers are responsible for the
implementation of action plans to manage each risk and
a timeframe for their implementation. Risks will be
continuously reviewed and updated to reflect controls
and other strategies that have been, or are proposed to
be, implemented to manage and mitigate the identified
risk. New risks will also be identified and addressed so

that the risk assessment is current at any point in time.

Freedom of Information

Like all other Government organisations, DHA is
required to comply with the Freedom of Information Act
1982. During 2002-03, three requests were made for
access to certain information. In each case, after
consideration by DHA’s FOI Officer, the requested
information was made available to the relevant

applicants.

Requests under the FOI Act 1982 for access to

information should be made in writing to:

Freedom of Information Officer
Defence Housing Authority

26 Brisbane Avenue

BARTON ACT 2600

Parliamentary Committees and

Government Inquiries

DHA met with members of the Parliamentary Public
Works Committee to provide an overview of DHA

current and future activities.

The Authority made no submissions to government

inquiries during the year.

Ministerial Directions
No Ministerial Directions were received under the

Commonuwealth Authorities and Companies Act 1997 or
Defence Housing Authority ACT 1987.

Privacy

DHA takes very seriously its custodianship of information
about its staff and customers and adheres to the policies
and procedures for information release, as detailed in the
Privacy Act 1988, as enforced by the Office of the

Federal Privacy Commissioners.

Like all Commonwealth Agencies, DHA lodges an annual
Personal Information Digest (PID) entry with the Office

of the Federal Privacy Commissioner.

Ombudsman

During this reporting period, the Defence Housing
Authority received one Ombudsman enquiry. This was
received from the Defence Force Ombudsman and the
subject matter was regarding a Defence members’
ineligibility for an Entitlement Certificate under the
Defence HomeOwner Scheme. This scheme is
administered by DHA on behalf of the Department of
Defence. The reply provided the correct detail to address
the enquiry which afforded the Defence member with a

favourable outcome.

Indemnities and insurance

DHA maintains insurance cover for Directors’ and
Officers’ liability and company reimbursement, which is
to meet any losses or amounts that a Director or Officer
is obligated to pay personally, or payments against which
DHA has lawfully indemnified the Director or Officer.
The policy has certain exclusions such as for dishonesty
or for claims made by DHA against one or more of its

Directors or Officers.

A total comprehensive insurance policy for Directors and

Officers is provided for both liability and insurance cover.



Customer Service Charter

DHA staff at all levels are committed to providing quality
housing and relocation services for members of the ADF
community and their families. Copies of DHA’s Service
Charter can be obtained from any of DHA’s offices.
Customers can also provide feedback by calling DHA’s
Customer Service Line — 1800 249 711, via email to
clientservices@dha.gov.au or by writing to our Customer

Service Manager, 26 Brisbane Avenue, Barton, ACT 2600.

External review

Australian National Audit Office (ANAO)
Performance Report — Defence Housing and
Relocation Services

The June 2003 ANAO Audit Report was an audit of the
Department of Defence’s management of its contracts
with DHA. It was not an audit of DHA. The audit made
five recommendations, three of which related to DHA.
These included a recommendation for DHA Board
membership to be reconsidered, a recommendation for
Defence and DHA to complete outstanding transitional
matters agreed to in the Services Agreement and a
recommendation to expand information relating to
DHA’s billings to Defence. Other report comments

included a requirement for more visibility of DHA’s bills.

Environmentally sustainable development
DHA is

environment when undertaking developments and

conscious of its responsibilities to the
housing construction. All new DHA houses have a four

star energy rating.

Response to Commonwealth Disability

Action Plan

Wherever possible, DHA ensures that policies, programs
and services are as accessible to people with disabilities
as they are to every other member of the Australian

community.

DHA works with Defence to ensure ADF members and
families with special needs have access to a fair and
equitable process for modifying DHA homes to provide

for special needs.
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Strategic planning

DHA uses the Balanced Scorecard approach to develop
its Corporate Plan, which is a three year plan updated
and rolled forward annually. The Corporate Plan forms
the basis of Business Plans, which are developed
annually by each of DHA’s business units. In turn, the
Business Plans are cascaded annually into Individual
Development Agreements for every staff member.
Through this cascading approach, all staff members
document their personal role in delivering the Corporate
Plan and their performance is measured against their
Individual Development Agreement. This approach is

effective in focusing staff on DHA’s strategic priorities.

Consultancy services

DHA engages the services of a limited number of
companies and consultancy services for their expertise. A
summary list of such consultancies is presented to the

Board Audit Committee on a six monthly basis.

Annual surveys
DHA undertakes the following major surveys each year
in accordance with guidelines laid down by the Office of

the Federal Privacy Commissioner:

e the Annual Tenant Survey — sent to a random
sample of DHA tenants who have been in their home

longer than 12 months

e Rent Allowance Survey — sent to a sample of ADF

members with dependents receiving rent allowance

e Lessor Survey — sent to owners of DHA leased
homes to determine if they are happy with their lease

and DHA’s leasing services

e Maintenance Survey — a rolling survey sent to a

random sample of tenants to gauge DHA’s
performance in responding to maintenance needs of

tenants, and

e the Relocation Survey sent to all DHA tenants
approximately four weeks after their move to
determine satisfaction with all aspects of DHA’s

relocation service.

Feedback from these surveys provides DHA with
essential information upon which to plan continuous

improvement in service delivery.
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Corporate documents

In accordance with the Commonwealth Authorities and
Companies Act 1997 and the Public Service Act 1999
DHA is required to prepare an Annual Report, Corporate
Plan and Statement of Corporate Intent. Financial
Statements prepared by DHA are subject to audit by the
Australian National Audit Office.

Categories of documents
DHA holds no registers or similar documents that are
open to the public upon payment of a fee, nor does DHA

hold any documents that are available for purchase.
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Access to documents

Copies of the Defence Housing Authority Act 1987 are
available from Ausinfo in all States and Territories. An
online version of the Act is available to download from
the Scaleplus section of the Attorney General’s

Department website: www.ag.gov.au

DHA’s Annual Report is available free of charge on
request from DHA. This Report is also available to

download from DHA’s website www.dha.gov.au

DHA also produces a bi-annual newsletter and

distributes brochures and other promotional material.

Requests for copies of DHA documents can be made in

writing to:

Communication Manager
Defence Housing Authority
26 Brisbane Street
BARTON ACT 2600
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Compliance index

The following table shows compliance with
Commonuwealth Authorities and Companies (Report of
Operations) Orders 2002 issued by the Minister for
Finance and Administration on 30 June 2002.

Requirement Page No
Audit Committee 66
Corporate governance 55
Directors 59
Disability Action Plan 73
Effects of Ministerial Directions 72
Financial performance summary 8
Indemnities and insurance premiums for Officers 72
Judicial decisions and reviews by outside bodies 72
Legislation 57
Organisational structure 68
Report on operations 7
Shareholder Ministers 58

Whilst not required from statutory authorities, DHA has
also compiled this report with regard to the

Requirements for Departmental Annual Reports

approved by the Joint Committee of Public Accounts and
Audit under subsections 63(2) and 70(2) of the Public
Service Act 1999 on 27 June 1999.

DHA directory

Head Office
Defence Housing Authority

26 Brisbane Avenue
BARTON ACT 2600

General switchboard: (02) 6217 8444
Facsimile: (02) 6217 8500

Residential Investment: 1800 813 621
Website: www.dha.gov.au

Chairman:
The Hon. Peter V. Jones AM

Managing Director:
Keith Lyon

General Counsel:
Fiona Hopkins

Chief Finance Officer:

Jon Brocklehurst

Auditors:
KPMG
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DEFENCE HOUSING AUTHORITY

Financial Statements

FOR THE YEAR ENDED 30 JUNE 2003

B Statement by Direclors

o Audit Repert on Lhe Financial Statements
B Statement of Financlal Performancg

B Statement of Financial Position

B Statemnent of Cash Flows

E Schedule of Commitmeants

m Schedule of Contingencies

W Moles to and foming part of the Financial Staternents

DEFENCE HOUSING AUTHORITY
Statement by Directors

The Directors slate that in their opinign;

1} the financial staterments for the year ended 30 June 2003 give a true and fair view of the
matters required by the Finance Ministers Grders made under the Commonwealth
Aufhorities and Comparies Act 1897 and

i when Hhis statement is made, there are reasonable grounds to believe that the Awthority is

snlvent and will be able lo pay its dehts as and whean thay fall due.

This stalement is made in accordance wilh a resolulion of the Direclors of Defence Housing
Athority.

The Hon Péter Jones AM
Chairmat

Canberra, 4 Seplember 2003
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Australian National

Audit Office

INDEPENDPENT AUDET REFORT

To the Minlster Assisting the Minister fax Defence and the Minister for Finance and
Admiristration

Scope

I have audited the financial statements of the Defence Housing suthority for the year
ended 30 June 2003, The fingngial stalements comprize:

s Slatcroent by Direcions,

¢ Statements of Financial Performance, Financial Posiion and Cash Floesrs:
& Schedules of Commitments and Contingenssies; and

= Maedes bo ahd foroung part of the Financial Statements,

The Directors of the Defence Housing Authority are responsible [or the preparation and
preseniation of the fnancial staterments and the information they containe | have
conducted an independent avdit of the fnancial statements in order to CXpress an opinion
ity thcan to you,

The gudit bas been conducted in accordance with the Australan National Audit Otfice
Auditing Standards. which incarporate the Australian Auditing Standards, to provide
rcasoneble assurance as to whether the financial statements are free of marerial
misstatement.  Audil procudures ncluded examination, on 8 test basis, of evidence
supperting the amounts and other disclosures an the financial statcments and the
cvaluation of accounting policics and signilicant accounting estimates. These procedures
have been undlertaken to form an opinion as o whether, o all material respects, the
financial salemnsols are presented fairly in accorlance with Accounting Standanls and
othet mandatory professiopal reporting  requirements i Auvstralia and  statulone
requirements so as to prosenl a view which s consistent with my understanding of the
Detence Housing Authority's Anancial pusition, its financial performanes and its cash
florws.

G0 Hok S AR KRS L] 2000
Cerienary kause 19 Yational Sire ait
BARION AT

Fhone sL20 G20 FI00 Fas (02} 620 7777
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The audit opinion cxpressed in this report has been formed on the abores basis.
Aundit Opinjon
In my opinion the tinaniial statements:

{11 havc been preparcd in accordance with Finance Minicter's Orders made under the
Cammonweilth Authorirics and Companics Act [997; and

(U} give a truc and Fair vicw, in accordance with applicable Accounting Standards and
other mandatory protessional reportiog requirements in Anstralia and the Finance
blinister's Orders, of dic financial position of the Defence Housing Authoricy as at
30 Jupe 2003, and its financial performance and cash flows for the year then cnded.

Ausiralan Mational Audit Otfice

Dy

Cravid C. Mckean
Excoutive Director

Delepate of the Auditor-Gieneral

Canberma
4 Septemiber 2003
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DEFENGCE HOUSING AUTHORITY
Statemenl of Financial Parformance
for tha year snded 30 June 2003

2003 2002

Nota $'000 $'000
Revenues from ordinary aclivitias
Sarvices provided 322,320 317 423
Favanus Irem sale of assets 10 478 212 328,537
Interesl income 8,850 6,583
Othar 21,112 29,714
Total Revenues from ordinary activities 5 B30, 404 683,557
Operating axpenses from ordinary activities
Employas expenses 6 {41,018) {37,066]
Housing lease rental expenses (154,071) {(151.544)
Hates, repairs & maintanance 7 {52 859) (47 B6D
Deprogiation & amorisation 8 {17,550] {15,773}
Value of assets sold 14 (444 418) {311,661}
Administration experises 4 {29,648 {27,280}
Total operating expenses from cordinary aclivities (740,458) {591,093)
Barrowing Costs expenss (6.288) (480)
Profit result from ordinary actlvities before income tax 83,748 1,584
Income tax axpensg 2 - -
Profit result frem ordinary activities after income Lax B3, 744 91,984
Net profit 11 B3, 748 91,984
Increaze in asset revaluation reserve 12 134,701 108,379
Tolal revenuas, axpenges and valuaiion adjusiments
recognised directly in equity 134,701 108,379|
Tofal changes in equity other than these resulting teom
transactions with OWners aa owners 14 218,449 200,353
Dividends providad for or paid
Annual dividends provided for or paid 3, 11 - BE, 525
Special dividends provided for or paid 4, 11 307 0H 166,000
Total dividends provided for or patd ; 307,000 232,525

The accompanying notes farm an integral part of these statements
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DEFENCE HOUSING AUTHORITY
Statarment of Financial Position
as at 30 June 2003

Current Assets
Cash assats
Heceivables

Othar financial assets
Land and buildings
Lease recaivablos
Inventories

Total Gurrent Assets

Mon-Current Assets
Inventories

Flant and equiprment

Land and buildings

Leass receivablas

Total Nen-Current Assets

Total Asseis

Current Liabilities
Frovigions

Payables

Ciher

Total Current Liabilities

Mon-Current Llabilities
inerest beanng liabilities
Pravisions

Tetal Mon Current Liabilltles

Total Liabilities
Met Assets

Equity
Contributed Equity
Hesarvos
Fatained profils
Tota! Equity

2003 2002

Kote £'000 §'000
15 170,404 250 077
16 14,8684 6,337
17 10,657 11,211
20 B& 7B BE Bd2
21 9,703 B 857
18 - 458
277,476 374,792

18 1,084 355
18 12,804 11.647
20 1,144 433 1,083,133
21 333,827 351,257
1,452,258 1,446 392
1,769,734 1,821,184

23 22 TR0 84,393
24 3520 5,050
i) 14 454 19,217
40,734 109,675

25 200, Q0 1040, ({0
27 51,288 A5 246
251,288 145,246

292 (22 254,921

1,477,712 1,566,263

13 2448 572 244 572
12 1,115,600 8RO, 208
11 112531 335,783
14 1,477,712 1,566,263

The accompanying notes farm an integral part of these statements




DEFENCE HOUSING AUTHORITY
Statemeni of Cash Flows
for the yaar ended 30 June 2003
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2003 2002

Hota $'000 5000
OFPERATING ACTIVITIES
Cash Recaived
Sarvicas providad 312 B10 A20 845
Intarest 9223 fi 428
Cither 23,244 26,762
Taolal cash receivad 345,277 354,035
Cash Used
Suppliers {239,351} (228, 765)
Emplayaos [40,302) {35,421)
Inlerest (5,268} (480
Tolal cash used (285,94 1) (264 556
Hai Cash From ﬂpamting Activitios 2B 50,335 BY,379
IMNVESTING ACTIVITIES
Cagh Racaived
Proceeds fram sales of land, building, plant and equipment 466, B49 340,140
Ciher - recaipts from joint vanturas 21 4472
Total cash received ABT 470 344 E12
Cash Used
Purchase of land, building, plant and equipment {340,032 {1258 207}
Ciher - ponfributions to joink vantures [E21] (4,472}
Total cash used (341,553 {133 675}
Het Cash From Inthing Activitias 125,917 210,833
FINANCING ACTIVITIES
Cash Racaived
Proceeds from debr 10D, KKk 100,000
Towal cash received 100,000 140,000
Cash Usgd
Dividends paid [373.525) 1264 £37)
Todal cash uged [373,525) (254 £37)
Met Cash Fram Finanging Activities (273,585 {154 £37)
Mat increase (decrease) in cash held {B8.2T2) 145,675
Cash at 1 July 2002 258,362 112 677
Cash al 30 June 2003 15 1710, 080 258,358

The accompanying notes farm an integral part of these statements
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DEFENCE HOUSING AUTHORITY

Schedule of Commitrments

as at A0 June 2003
2003 2002
$£'000 $'000
BY TYPE
Capital commltmenta
Land and buildings 21,088 43,679
Tolal capital commitrrants 81,088 40,879
Other commitments
Housing lease rentals 685,841 549 906
Crher 22475 18,612
Total other commilments 708,316 568,516
Total cammitmenis 789,404 509,397
BY MATURITY
Capital commitments
One year or lass 81,088 40, 879
From one to five years
Ohwer Fivie years
Yotal capital commitments 1,068 40 679
Other commitments
One year or less 145,933 143,17¢
From one Io five years 418,284 327878
Ower live years 144,034 07,463
Tetal other commitmenis 08318 566,518
Total commitments
Cing year or less 287 081 184,058
From one ta tive years 418,284 327878
Over five yaars 144,038 97,463
Total commitmants 789,404 £09,397

The accompanying notes farm an integral part of these statements
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DEFENCE HOUSING AUTHORITY
Schedule of Contingencies
as at 30 June 2003

2003 2002
3000 5000
CONTINGENT LOSSES
Joinl venture guarantees' 3480 3626
Bank guarantess’ 200 134
Claims for damages/costs’ 39 152
Total contingent losses 3,719 3912

1. Cantragt perfarmance guarantees and development works relating to joint vantures;
2. Bank guarantees relating to construction work; and
3. Estimated costs associated wilh legal matters.

SCHEDULE OF UNQUANTIFIABLE CONRTINGENCIES

The Autherity is not aware of any unguantifiable contingency gains or losses

The accompanying notes farm an integral part of these statements
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DEFEMCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
for the year endad 30 June 2003

Deszcription

Summary af Signdicant Accounting Paicies
Tax

Drividemnds

Capital Returns and Special Dividends
Revenues fram Chrdinary Activilias
Ernployes Expanses

Ratas, Ropairs & Maintanance
Dapreciation & Amarisation

Admimistration expensas

[T T W T S g
2
@&

10 Profit result from Ordinary Activities bafgre incomse tay expansa
11 Fatained Frokits

12 Fasaervos

13 Contriputed Equity

14 Total Equity

15 Cash Assals

16 Facaivables

17 Othar Financial Azsets

1B Inventories

19 Plant and Equiprment

20 Land and Buikdings

21 Lease Recsivables

ag Movement summary 2002-03 lor Land, Buildings, Plant and Equipment
23 Provisions

24 Payables

25 Other Corrent Liabilities

28 Irterest Bearing Liabilities

27 Mo Cumrent Provigions

28 Cash Flew Information

29 Superantiuation

ao Dirgctors’ and Exgcutives' Remunaration
aN Audit Remunsaration

az Aelated Parties

a3 Econmimic Depandsncy

3 Segment Reporting

a5 Jaint Venture Developments

3B Imtarest in Joint Yenture Developrients
ar Financial Inslrurments

38 Avarags Staffing Levels
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DEFENCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
far the year ended 30 June 2003

1. Summary of Significant Accounting Policias
1.1 Basis of Accounting

The financial slalements are required by clause 1{b) of Schedule 1 1o the Commaonwaalih Authorilies and
Companies Act 1997 and arg a general purpase financial report.

Tha statements have besan prepared in accordance wilh:
»  Financa Ministars Ordars (being the Financial Commonwealth Authorities and Companias (Financial
Slalements for reporting perinds ending on or after 34 June 2003) Ordars);
«  Australian Accounling Slandards and Accounting Interpretations lssued by the Australian Accounting
Standards Board;
» other authoritative prenouncemants of the Board; and
+ the Consensus Yiews of the Lirgent lssues Group,

The statemanls have been prepared having regards to the Explanatory Notes fo Scheduls 1, and Flnance
Brigfs issued by the Dapartment of Finance and Administration.

The financial statements have been prepared on an accrual basis and ara in accardance with the Ristorical
cosl convention, except for certain assels which, as noted, are at fair value. Except where statsd, no
allowance is made for the effect of changing prices on the rasults or the financial position of the Authority.

1.2 Changes in Accounting Policy

The accounling policies used in the preparation of tha financial statemenls ara consistent with Ihose ussed in
the 2001-2002 financial slalements except for the adoption of AASH 1044 Provisions, Conlingant Liabililies
and Contingent Assets which has required a change in the policy for providing for dividends (rafer 1.& and 3).
1.3 Comparative Figures

Comparalive figures have baen adjusled to conform Lo current year presenlalion of financial statements where
required.

1.4 Revenue

Aental revanue from the Depardiment of Delence is received in advance and recognised on an accrual basis.
Orther revenues arg recognised on an acerual basie, Contribulions from Ihe Depariment of Defence towards
inclusions in DHA owned properies are recognised as revenue in Ihe periods in which tha inclusions are
complated, in accordance with LG 11,

Interest reévenue s recognised on an accrual basia laking inlo account the interest ralas applicable to the
financial assats,

Gain or loss from the disposal of non-currenl assets is recognised when setllenent coours,
1.5 Depreciaticn

Aszetz al valuatlon or cost are depreciated using Lhe stralghl line method, at rates based upon Lhe following
axpecied useful economic life of the assets.

[ 2002-2003 2001-2002
Off-base Propariies B S0 years 50 ysars
Chn-base Properties 156 years 15 years
CAfice Buildings 50 years 50 years
Planl and Equipment 3 - 10 years 3 - 10 years

Whils deprecialion expense has been chargad to the stalement of financial paformance, tha accurmulaled
provision for deprecialion has bean written back on assets subject to revaluation in accordance with Ausiralian
Actounting Standard ARSI

Expendilure ot & capital improvement nalure for DHA owned properlies is capilalised and depreciatad over tha
remaining lifg of the assel.
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1.6 Repairs and Maintenance
Repairs and maintenance costs are wiitten off in the period in which they arg incurad.
1.7 Incoma Tax

The Authority is exempt from all forms of laxation except frings benefits tax and the goods and services tax,
Refer also Mote 2.

1.8 Dividends

A provision lor dividends is recognised when the dividends are declared, determined or publicly
recommended on of befors the reparting date.

1.9 Cash
For the purposes of the statement of cash flows, cash includes cash on hand and short lerm depasits at call,
1.10 Scftware Develcpment

Cosls ralaling to lhe development of new products are deferrsd to fulure periods to the extent that future
bengfits are expaclad. The delerred costs are amorised over future perinds to mateh the costs with the
related benefits. The costs are reviewed @ach ygar and to Lhe exlent that they exceed the recoverable
amount are writtén off.

1.11 Howsing and Land Asseis

Az at 1 January 1988, housing assets wera vested in tha Authorlty pursuant to the provisions of Section 60
of the Dgfence Housing Authority Act 1887 A Services Agreement between the Authority and the
Departmant of Defence came inte affect on 1 July 2000. Under the Agreement the majority of an-base
properties, along wilh ofi-base properties in defined regicnal and remote argas of Australia, were fransferred
ta & finance lease arrangamert {rafor nole 1.14). Amounls in the Revaluation Heserva relaling lo the finance
lease properties were transferred to the Capital Profits Aeserve. Tha housing and land assets retained by the
Authority comprise ‘off-base' proparties In malor cifies and a few on-base propertiss and are classified as
non-current assels, unless otherwise described.

Revalualtions
OHA properlies are subject to annual revaluations at 30 June each year,

All properties are recognised at fair valua based on Directors valuations. Directors valuatians are bhased on
indepandant valuations performed at 230 June an a lhird of the total housing stock, with the balance of stock
being revaluesd using an Authorlty developad index, except for propertias identified lor disposal. Tha index is
developed from the third of houses that have been independently revalued and the valuations on leased
properties completad during the year at 31 December,

Fropaerties identified for dispozal are valued using an Authority developed index wilh an allowance made for
the estimate of selling costs thal will be incurred on disposal. These properties arg classified as current
assats on the basis that they are likely to be sold during the 2003-04 financial year,

Properies transfetred to DHA as off-base houses whare title does not reside with DHA have been valued
using the Presant Yalue of luture rent siream method (net cash flow) ovar the expected uselul econamic life
of these properties. The assumptions used in detarmining this present value include a usetul acgnomic life of
15 years (2002; 15 years) and a discount rate of 10.2% [2002: B.7%).

Increments and dacramants ara trealed on an asset ciass basis and not on an individual asset basis. Yhere
land and housing stock is disposed, the Revaluation Reserve relating to those assets is transfared to the
Capital Profits Resarve.

Whean properies are handed back to the Department of Defenca or ldenlilied for hand back, the revaluation
incremantidecrement is written back to lhe reveluation reserve and the balance offsel against
Capital/Cammaonwsalth Contributions.,
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Works in prograss repressnts vacant land and properties undar construction which are carried at cosl, othar
than vacant land which has been held by the Authority for more than threa years, which is revalued. All
vacant land which was greater than three years old was revalued at 30 Jurme, as Dire¢tors valuations, based
on Indepandent valuations. Tha Authorty does not account for development and construction costs as
conslruction projects on the basis that the assets are being constructed for DHA's own use. No profils have
beean recognissd in relalion to the work in prograss. Work in prograss is classified as non-currant assats. A
portion of these assets hald at 30 June will be sold durng tha subsaquant financial year howsver, neither tha
particular assets nor the iming of disposal can ba specifically idantified.

Aszels carried at valuation or cost do not result in the carrying value cf land or housing stock excesding the
net amount expectad to ba recovered through the net cash inflows arlsing from Lheir continued uze and
subsequent disposal in the normal course of businass.

1.12 Inventorkas

Inventories include joint venture land hekd for resate. Invaniories are statad at the lower of cost and net
raafisable value.

1.13 Employes Benalits

The habillty for employee entitlements includss provision for annual leave and long service leave. No
provision has been mads for sick leave as all sick leave is non vesting,

The liability for annual leave reflects tha value of total annual leave antitlements of all employeas at 30 June
ard is recognised al its nominal amount including on-costs. This appreximates to the amounts which are
axpected to be paid when the liakility is sefiled,

The non current portion of the lability for long servics leave is racagnised and meaasured at the present valua
ol tha estimatad future cash flows ko be mads in respect of all employess at 3¢ June. The net present valua
is oblained using a discount rate of 5.3% being the ten year bond rate (2002 6.4%).

1.14 Leases

A distinction is made betwesn finance leases which affectlvaly tramsfer from the lessor to the |gsses
substantially all the risks and benehls incidantal to gwngrship and operating leases undor which the lessor
retaing substantially all such risks and benefits.

Operaling Loase

The Authority maintains a Sale and Leaseback program in the provislon of housing. The leases are defined
as operaling leases.

Finance Lease

Tha Services Agreament between the Authority and the Department of Defence provides for the Departmant
of Defence to assume substantally all the risks and Banafits incidantal to ownership of paricular properties
{zae 1.11). Consaquenily these propartias are disclosed as finance lease receivablas (refer note 213,

Finance lease receivables are recognised at the prasend value of minimum laase payments receivable, The
assel is raduced by the principal component of lease payments as they are received. The interasl
compenent is credited to the Statement of Financial Performance as Rental Ravanue. If these properiss are
excess 10 requirement, the unrecovared capital value is chargead to the Department of Defence,

1.15 Sale and Leaseback Provision

This prowvisicn records the difference batween the selling price and fair values, belora allowing for future
‘make good maintenance costs, arising on the sale and leassback of proparies, Actual 'make good
maintenance costs are charged against the provision.

On the basis that it is not possible to reliably estimate profit from sale and leaseback transactions, no proflt is
separately identified for recording in accordance with AAS 17,

The estimate of future ‘'make good” maintenance costs is based on an assassment of necesszary costs o

‘maka good' properties al the end of the lease term. This assessment iz escatated for inflation at 2.75% and
discounted, at 5.3% being the ten year bond rate to present values (2002: §.4%).
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Tha eslimate of fuheore 'make good” mantenance cosls 5 raviewed anhually to ensure that the sals and
lzasaback provision is adeguate. Amounts sel aside tofrom this provision are discksad in the Notes b the
Financial Statements {refer note 10).

1.16 Jaoint Ventures

Intarast in joint venture oparations is brought to account by including in the respective financial statemant
categories:

«  tha Authority's share in gach of the Individual assets amployed in tha |oint venture;

¢ liabilitias incurred by the Suthority in relation b the joint venlure Ineluding tha Authotity's sharg of
any liabilities for which the Autharlty is jointly andfor severally lable; and

« the Authority's share of revenuss and expensas of the joint venture.

1.17 Interest Bearing Liabilities
All lgans are measursd at the principal amaunt. Intérsst is charged as an gxpense as it acdrues.
1.18 Reunding

Ampunts have besn rounded (0 the nearast $1, 000 sxcept in refation to the following:
« remunaralion of directors;
= ramuneration ot officers {other than directors); and
«  remuneration ot auditors,

2. Tax

In accordance with the Federal Govemments Compatitive Neutrality Pelicy, approval has been given by the
Minlster for Financial Sarviees and RAegulation for DHA to comply with a Tax Equivalent Reglme [TERY.
Unclar iz equivalencs regime DHA would become subject to Federal incomes tax and a range of Slate
administered taxes. Section 63 of the Defence Housing Authonity Act 1987 axempts DHA from company and
State taxes (refer note 1.7). Changas o the lagislation to remove the exempt status and affect a TER are
proposad. It 1s antlcipaled that the changes ¢ the anabling laglslation will ba prasented to Parliament in the
near future. The financial statements from that date would then apply the principles of tax stfect accounting.
Mo significant deferred tax assets or liabilities are anticipated on introduction,

3. Dividands

The Dafernce Housing Authorty Act 1987 exempts DHA from laxaticn but the Sovernmant wishes DHA o
comply with TER. Singa 30 Jung the Board has declarsd a final dividend for the yaar ending 30 June 2003 of
$62.2m (2002 $66.5m). In accordancs with note 1.8 this dividend has not been provided for in the financial
statements as il was declared subsequent to 30 June 2003, The dividand comprisas of the [ollawing:

i $23.1m (2002 $37.6m} representing an annual dividend of 60% of profit calculated on the profit for
the year 855 the tax expense that would have been applied If OHA had been subject to taxation. The tax
gxpanses would have included company tax, payrall tax and stamp duty on constructions.,

ity 829 1m (2002 §28.8m) represanting a dividend appraximately squal to the ameount of income and
gthar taxes that would have been payabils if DHA had been lagally liable ko tax dunng the financial yaar and
wiich the Authority is required to pay to comply with the Federal Government's Compebive Meutrality policy.
Tte amounl of tax aqulvalent paymenls ncludas company tax, payrall tax and stamp duly on new
constructicns.

4 Capital Returns and Special Dividends

a) Special Dividends
Curing the year special dividends were paid of $157m in October 2002 and $150m in June 2003 {2002;
£166m).

b} Capital Return - Transfer of Properties to Defence relating te the Sydney Harbour Federation
Truat

Properties held by the Authority and identitied for lransfer to the Sydney Harbour Fedaration Trust wara

transferred back to the Depariment of Dafenca In ascordanca with a raqueasl to the Board of DHA by the

Shareholder Ministers received on 28 June 2001. The legal and physical transfer cocurred with affect from 8

March 2002 and the transfer of thasa proparties, which had a current book value of $84 4m, was accountead
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for as a return of capital to the owner in the financial year ended 30 June 2002 in accordance with LG 36,
Mo capital retums were mads during the current financlal year.

Tha Corporata Plan of the Authodty, which is subject to endorsement by the Shareholder Ministars,
envisages further capital returns or special dividends may be paid over the three years ending 30 fune 2006,
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DEFEMGE HOUSING ALUTHORITY

Notes to and forming part of the Financial Statements
far the year endad A0 June 2003

5. Revenues from ordinary activities
Rental revenue
Relocalion and Allocaticn income
Revarue from sale of azsets
Interest income
Other revenue

Total revenues from ordinary aclivitias

4. Employes axpenses
Remuneration for services pravided
Separation and redgundancy

Total employee expenses

7. Rates, repairs & maintanance
Hates & taxes
Heopairs & maintenance
Other

Taotal rates, repairs & maintenance

8. Depreciation and amaortisation
Depreciation - housing stock
Dapreciation - plant and squipment

Totat depreciation and amaortisation

9. Adminstration expenses
Administration expanses

Talal other expenses from ordinary activilies

2003 2002
$'000 $'000
300,198 304 221
22122 13,202
478212 329,537
8,850 6,883
21,112 23,714
830,454 683,557
41,717 36,754
199 282
41,915 37,066
9,708 11,833
38,202 31,827
4,949 4,008
52,858 47,668
13,661 13,880
3.880 1,883
17,550 15,773
23,546 27,280
29646 27 280
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CDEFERCE HOUSING ALUTHCORITY

Notes (o and forming part of the Financial Statements
lor the year anded 30 June 2003

2043 2002
%000 5000
10,  Profit rasult fram ordinary aclivilies bafore income 1ax expents
Prefit from ardinary aclivities batore Income tax expense includes 1he Tallowing ravanieas
and exponses whose disclosure is rekevant in gxplaining the financial perlormance of the
Auiriority.
Hevenue from sale ol lard, building, pland ard agquipmont 43T 780 29 386
Revenye from sale af ez receh/abies 40 422 33151
Revenue from sale af assats A7E 212 320 537
Expenzes Irgm gale of land, bullding, pkant and aqulpment (356, 20} (272,721}
Expanzas Irom sale of ease roceivables [ 423} [33.151)
Mawarnent In sale and leasenack provision {770} [5, TES
Welye of assets S04 (444 415 1311 6E61)
Gain gn sale ai assals 33,786 17 576
11. Retslred profits
Aatalned protils at the beginning af the raporting gariod 335,783 476 354
Mai prafl) atirlbuetable to members gt the Autharity 83,748 91,584
Annual dividends recognlsed 25 a habilty fnate J) = (5, 525
Spevizl dividends racaqnized as a llabllity (noke 4a) i) F6E
Refalmed prafits at 34 June 2003 112,531 325,783
12. Fesarves
Resenes &t fhe Baginning el e reparing perlod B3 504 872 024
Increase regagniced in the statemant af mancial peformance on revaluation o assets 134 701 10B 373
Ragarvas at 30 June SH3 1,115 608 GED 808
The resemwes compeisa of the faklowing:
&y Agset revalualion resene
Cpening balance 495,272 515,204
Inzrease recognized in the statement el inancial perdonrmance on revaluation of assels 134,701 108,379
Transler fa capital profite regerve on realsation of disposed assels (104 454} (27 311
erala o) 436 212
bi Capital profits reserve
Opaning batance 483535 368,325
Transltet from agset revaluation resenve on raalisation of disposed assals 104 464 127511
58S 100 483 BA&
¢ insLrance {sen'e 1.0 1.000
Tedal rasarves al 30 June 2003 1,115,609 23,508
13. Contribwted Equity
commarmsealth cantfibutions
Jrpening balance 245 572 A33 982
Return of proparties ralating 1o the Sydney Harbous Federglion Trust [Note 4b) - {B4,410)
Balance as 81 & June 2003 240,572 248, 573
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DEFEMGE HOUSING ALITHORITY

Notes to and forming part of the Financial Statements
lew the year ended 20 Juna 2003

2003 2002
5'000 $'000
14, Total eguity
Tetal aquily al Iha beginning of the reparting peicsd 1,566,262 1,682,835
Total changes in aquity recognised in Ihe statement o ingnclal paromance 218 449 200,383
Transaclins with owners as owhers
Returm of propectias ralalng o the Sydney Harbour Federalicn Trest (Mole 4b) . 84.,410)
Dividands propesadipald {307 {0 (232 525]
Tatal equity at 32 June MHKE3 1,477,712 1,566,263
15. Cazh srasis
At bank 25,153 14,258
Cn hand 11 11
Short lanm Investments 142,249 244 568
17,404 2RE LT
Reconclilation of cash
Cash at the end ol the limancial year as shown in the statement of cash fliws
is recongiled 1o the relatad Hams in 1he statemant of financial position as faliows:
Tedal cash 2B, 164 14 405
Deduct interesl in foint venlure cash [25) {58
Add short term Ivestmants $42.240 244 B68
Blerhuct accrued intgrest on shor lem mvesimens (295} {BEF]
Balances per Staterant of Cash Flows 170,080 258,352
16. Heceivablea
Amounls recelvabla frorm the Dopartment of Detence 8615 8494
House salas receivables 4273 563
Accrued income 3423 2,761
Cher debitors 3,576 2,114
Tatal receivables 19,888 5,357
Rerevablas are aged as follows:
Due wn:
Less Inan 30 days 9,355 q.e81
A0 10 64 days 8,05 B1
o to & days M 230
Maore Ihan B0 days 1,23 GG
19, BB8 6,337
17.  Cthar finencial agsels
FPrapaid property renlals 10328 14,538
CHher prepayments A5 673
Total cther linancial aesets 10,857 11.211
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DEFENCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
for the year ended 30 June 2003

2003 202
5'000 $'000
14, Inventories
Imventories - currani
Land held far resals - cost ol acquisiton - 46H
Totad current inventories - 468
Inrantories - non-currart
Land held tor resale, developmant costs - cost of acquisilion 1,084 A55
Total non-currant invaniorias 1,005 65
13. Plant and egquipment
Furnitura, fixtures, planl, equipment and soltware development at cost 22,940 17,892
Accumulaled depreciation (10,136} {6,245}
Total plant and equipment 12,804 11,647
20. Land and buildings
Houses &t fair valua - off base 20,372 573,393
Land at fair valus 570,520 529,717
1,060,882 1,103,110
Houses at fair value - on base 1,704 1,282
1,709 1,222

Waorks in progress

Land at cost and fair valus LT 14,217

Development and construction costs 61,351 53,426
118,610 &7 543

Total housing land and bufldings 1,211,211 1,171,975

Shown as:

Currant GE, 78 20,842

Mon-Cumeant 1,144,433 1,083,133

1,211,211 1,171,875

21. Lease recelvalies
Current finance lease recelvables
Dus not fater thar 1 year o ¥00 8857
Total current finance lease raceivablos &, 700 B.BRT

Mon-current finance lease receivablas

Cug latar than 1 yaar nol later than 5 years 46 662 42 563
Cus later than 5 years PBT BBS 30H, 688
Total non-current fnance lease receivables 333,827 351,357
Total Lease recaivabie 343 636 S 114
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DEFEMCE HOLUSING AUTHORITY

Notes 10 and forming part of the Financial Statements
{or the year ended 30 June 2003

#2. Movement summary 2002-03 For Man Currard Land, Bullgings, Flant and Equipment

[Hem Land  [Bulldings Tolal land Cther Tokal
end buikdings.  |plant &
aquipment
5 '000 % ‘D00 $ 0 5 '0D0 5 '000
1Gman values as Al 1 Jduly 2002 Bz 20 569,655 1171875 17,892 1,189 267
Additions 163,047 165,576 328,623 6,719 335,342
Feavaluallons 109,407 15,387 124,794 - 124,794
Chzsposals [185,644] {228,537} {414,181] [1.871) {4158 852}
1Gross valus as o 30 June 2003 589,130 522 041 1,211,211 22,5940 1,234,154
Accumulutey Depreciation f - - - 6245 & 245
Amaortization as at 1 Juby 2002
|0 epreciation ! amoisation - 13,661 13,651 3.4820 7 550]
Adjusiment lor revaluations = 15,507 [9.207} [8.807)
Adjustmant far dispozals - {3,754y 13,754} 2 13,752
Accumulatad depreclation f = - . 10,136 10,136
Amertisation as al 30 Jurs 2003
Nl book valua as a1 30 Jures 20032 584,130 B22,081 1211211 12 B0 1,224 015
[Mel Boak valua as a1 1 July 2002 K02, 320 565 655 1,171,975 11,847 1,183,622
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Notes to and forming part of the Financial Statements

far the vear ended 30.June 2003
2003 2002
%'000 $'000
23, Provisions
Frovigions:
Liabilitias to employess
Leng service leave 1,908 1,386
Annual keave 3,245 2230
2,154 3625
Olhers
Dividends (refer note A} . 66,525
Accruad axpenses 11,146 9.622
Accrued repairs and mairlenance 2F7T 2818
Orther 3,683 803
17 605 80,774
Tolal provisions 22, 7ED B84,399
24. Pavyables
Suppliers
Trade credilors 3520 £.059
Total payables 3,520 ;059
Total current pravisions and payablas 26,280 a0 458
25. Other current liabilities
Rental recaipls in advance trom the Departmant of Delence 14,454 19,217
14,454 19,217
26. Intarast baaring liabilities
Loan trom Govammant (reter note 37) 200,000 0, 000
Maturity schedule for [pans:
Payakrle;
Within one year . -
In ana to five years 140,000 F0,000
In more han five years 60,000 30,000
200,000 100,000
27. Non-current pravisfons
Llabities 1o employaes
Long servica ladave 1,043 BA2
1,043 642
Orther
Sale and leaseback provigion 50,245 44 BE4
G0 245 44 SE4
Teial non-current provisions and payables £1,268 45246
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DEFENCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
lor the year ended 30 June 2003

2003 2002
000 §'000
28. Cash Flow Information
Reconcilialion of net cash flows from operaling activities to operating profit
Cperating profit 53,748 51,984
Dapreciation - housing stook 13,661 13,880
Dopreciation - other 3,880 1,893
Increass in employee provisions 1.055 a9z
Gain on sals of assets {33,796} (23,871}
Share of nal (profils)losses from joint ventures 132 (1,968}
Changas in operating assels and habiltiss
tincraasa) in accounts recenable (10,458} {1,298)
Increasel/decreass in prepaymants 210 {231)
Increass in creditors 821 8,189
Net cash provided by cperaling activities 59,336 §9,375
MNon-caszh financing and investing aclivities
Meveament in Commanwaalth contribulions - [84,410)
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DEFEMCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
for the year ended 30 June 2003

249. Suparannuation

Slafl of the Autharity are employed under Ihe Public Senvice Act 1888 and are entitled to benglits from the
Commonwaalth Supsrannualion Scheme (CS5), the Public Sector Superannuatlon Scheme (PSS) and
under the Superannuation (Produclivity Beneht] Act 1988, The Authority meets its liability for the employer
share of benefits payable under the superannuation Acts by forinightly payments to the Commonwealth
Superannuation Adminigtrator (COMSUPER) in accordance with Section 155(2) of the Superannuation Act
1976 and Saction 15 of the Superannualion Act 1230, or 1o other superannuation funds nominated by
employess,

The Department of Finance and Administration bas advised the Commeonwaalth Superannuation

Administrator that for the purpose of actuarial coating of the CSS and PSS, it is essential to be atila ta

idantity employer superannuation contributions made under gach scheme by the organlsation. The separate

S5 and PSS employer superannuation contribution rales and conlributions paid or payable by the Authority

for the reporting period are.

s S5 members: Conbributions at the rala of 18.1% (2002 33.7%) of salary for superannuation purposes,
amounting to $0.268 million (2002, $0.412 million), and

« PS5 members: Conlribulions at the rate of 10.8 % {2002; 11.6%) of salary for superannuation purposes,
ameunting to $4.068 million (2002, $3.185 million).
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DEFEMCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
for the year endad 30 Jung 2003

A0, Dirsctors’ and Executives” Remuneraticn
a) Aamunsration of Directors

Mumigar ot directors whosae lotal remuneralion receivad cr dua and
receivable from Lhe Authority lalls within the following bands:

L { - 510,000
F 10,001 -5 20000
5 20001 - % 30,000
T 30,001 - 40,000
3 50,001 - § 60,000
$270,001 - $280.000
280,001 - 000,000

Taotal income receivad, or dua and receivabls
by afl diractors {including the Managing Director).,

Nina directors {2002 - nine} did not raceive any remunaration from the Authorty.

bl Aemuneralion of Executives
Number of execulives whase lolaf remuneration received or due
and receivabla from the Authorty lalls wilkin the following bands:

$100,001 - S110,000
5120001 - $130.000
130,01 - F140,000
140,001 - 5180,000
150,00 - $1G60,000
£160.001 - RT0,000
170,00 - $180.000
$180,001 - $180,000
190,00 - $200,000

The aggregats of Lhe remuneration racaived of receivable from the
Allherity by executive officers {exciuding the Maragmg Directorn
whose income excesds £100,000, including petfoermance basad
payments.

The agoragate amount of saparalion and redundancy payments during tha
yaar to oxecutive officers included above,

Exgcullve remunaration includes performance pay relating 10 1ha prigr year.

2003

Mumbar
e

- & = P Ry =

H475 434

2003

Mumber

[

— ha O 0=

1,042 378

0

2002

Mumber

2w ot B R g

5473528

2002

Murmber
o

$1.095 556

s248,018
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DEFENCE HOUSING ALUTHCRITY

Notes to and ferming part of the Financial Statements
fer the year endad 30 June 2003

2003
. Audit Remunaration £
Armount received or dua and receivable by auditors '
Australian National Augit Offica for the
Aucit of financial statameants 145,300
Emst & Young have besan conlractad by the Australian Mationa)
Audit Olfice Lo provide audil services on the ANAD's bahall, Fees
for these senvices are included above. in addition Emsl & Young
have garned the lsllowing fees for engagemeants whers they have
been separately contracled by Dalence Housing Authority. No
other sarvices were provided by Emst & Young whilst contracled
by ANAC lo provide audit services. @
Adrtil fees ralating 1o the audit of joint ventures: ANAD 27 000

The Authgrily is liable for 50% ol these fees.
Mo othar bangfits wera received by the AMAD.

1. The amounts are GST inclusive.
2. Mo olher services wera provided by ke ANAD duning the reporing pariod.

143 650

29,700
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DEFENCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
for the yvaar ended 37 Jung 2003

32. Ralated Parties

Directors
The names of each parson holding the position of dirgctor of The Authorly during the inancial year ara:

ADAMS, Raar Admiral, Brian AQ RAN

BOEZEMARN, Bonita AO

JOLLIE, Poter AM (resigned 24 June 2002)

JOMES, The Hon Peter AM {appointed 25 Juhe 2003)

LYON, Keith

MOFFITT, Rear Admiral, Howan RAMN {appointed 2 Augusl 2002)
NELIMANN, Dr Ralph

CF'BRIEN, Thomas AM

O'GRADY, Jokn

ROBERTS, Major General, Frank, Ak

MCLENNAMN, Air Commodore, Roxley (appaintad 2 Augus] 2002, resigned 25 August 2002)
RYAM, Halen {resigned 21 March 2003)

SHALDERS, Rear Admiral, Russ AD, C5C, RAN [resigned 24 July 2002)
SPENCE, Air Vice-Marshal, Christophar AM

STOKES, Wayne (appointad 25 June 2003)

SWANMN, Judy (resigned 27 Fabruary 2003}

Transactions of Directors and Director-Aelated Entities

Blake Dawson Waldron, which amploys dohn O'Grady as a Special Counsel, was engaged by the Authority
during the reporting pericd to provide leqal services. These services wara provided bazed on ngmnal
commercial lerms and conditions. John O'Grady was not parsenally involved in providing any of thosa
senvices, nor was fe invelved inany way in any decision by the Autharity to ehgage Blake Dawsan Waldron.

3. Ezonomic Dependency

Tha Authority depends on the Deparment of Defence in accordance wilth he Sarvice Agresmant Babwvesan
Defence and DHA,

3. Segment Reporting

CHA operates only within Ausiralia and there ara no sagments o report.

35. Joint Venture Developments

The Sanciuary Development

The Authority holds a 50% interest in The Sancwary development (formerly referred bo as Wattle Grove
Development near Moorsbank in Sydney. The principal activity of tha joint venture project is o develop
housing siles for Defancs and private sector housing.
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DEFEMCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
for the year snded 30 June 2003

34. Intarast in Jaint Yeniure Developments

The folowing reprasents the Aulhorty's total icterest in the joinl venture developments at 30 Juna. The prafit
and stalement of financlal pesiion itams hava bacn incanporated in the financial staterments under their
respactive classilications.

2003 2002
§'00 000
Prodit
Revenuas 2 4,873
EXpenses {134 {2 504}
Total Profit 132} 1,569
Current assalsz
Cash 29 58
Recohahblas 2 25
Inventories = 540
35 627
Men-current assets
Froperty, plan and equipmant 1 21
frventores 1,054 355
1,09% 376
Current liabllikes
Creditors 163 205
Net Assets 570 Fi-l )
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CDEFENCE HOUSING AUTHORITY

Notes to and forming part of the Financial Statements
for the year endad 30 Jurme 2003

37. Financial lnstruments (continued)

b} Credit Risk
Represents the axtent of credit related kesses Lhal the Autherily may ba subjected 1o on
amaounts to be meeived from financial assets, Thase are considered not material.

¢} Loan Agreement with Minister for Finance and Administration
On 28 May 2001 DHA entered inte a 10 yaar Loan Agreement wilh the Minister for Finance

ang Administration. The Agreement prowvides DHA with 2 $425m Inan facilily which can be
drawn down based on fixad or flaating inlerast ralas.

d) Loans

i) DHA drew down $100m o debt on 1 June 2002 wilh The following maturity profile:

Interest Rala
$35m lor 3 years (expining 1 June 2005) 54105
$35m for & years {expinng 1 June 2007) 5.805%:
$30m for 7 years (expitng 1 June 2000) 6.115%

I} DHA drew down $100m of debt on 1 June 2003 with the lallowing malurily profile:

Interest Rale
Basm for 3 yaars (expinng 1 Juns 2008} 6.130%
Ba5rn for 5 years (expitng 1 June 2008} E.365%
$30m for 7 years (expinng 1 Juna 2010) B.565%
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DEFENCE HOUSING AUTHORITY

Notes to and forming pant of the Financial Statements
v the year ended 30 Jung 2003

37. Financial Instrumants {continusd)
2] Met Falr Values of Financial Asseds and Liabilities

2003 2082
Mate 5000 $'000 $000 5000
Total Aggregate Total  Aggragate
Camying Meat Falr Carrying Met Fair
Amount ¥alue Amaount Yalua
Financial Asseta
Cash at bank 15 28,153 28,1583 14,398 14 398
Cash on hand 15 11 1 11 11
Short term invaskmeants 16 142 240 142, 240) 244 8658 244 658
Recaivables for goods and servicas 16 19,B68 15,888 3576 e BT
Oithar linancial assats 17 104,657 10,647 13072 13,972
Total Financial Axsats 200,90% 200,908 276 825 276,623
Financial Liabilities {(Aecognizad}
Trade crediars 24 3,520 4,520 8,053 6,050
Loans 26 200,000 207 659 100,000 a8, 02
Total Financial Liabilities (Recoghised) 204,520 211,178 106,055 104,151
Financial Liabilities (Unrecogniasd)
Farward Start Arrangamant kor $100 million loan
drawn down on 1 Juna 2003 . . 100 00 100,327
Toad Financial Liakdlities {Unrmoinisad] - - 1 {H, O0HD 100,227

The following methods and assumptions are used to determine the net fair vatues of financial
assels and liabilitiea:

Cash, cash equivalents and siort fenn imvesimants,

Tha carrying amount approximatas lalr valee because of their shor-lenm Lo maturity.

Lawmg-tevtit Bartk Borrowings:

The lalr valuas of iong-term Borrowings are sslimated using discounted cash flow analysis, based on current
inzremental parrowing rales for similar pes of borrowing arrangements,

2003 2002

$000 $'000
Available and Unused Facilities:
Avallable 425, KH) 425,000
Ll=ad 200,000 105,000
Unuaad 225,000 A25,000
5. Average StaMing Levels

2003 2002
The avarage staffing levels for the Authority
during the yaar were: 774 551
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Housing Management Centres, shopfronts and National

Service and Support Centre

ACT

Canberra

Ground Floor

26 Mort Street

BRADDON ACT 2612
Telephone: (02) 6268 3700
Fax: (02) 6268 3760

National Service and Support Centre
24 Mort Street

BRADDON ACT 2612

Telephone: (02) 6268 3800

Fax: (02) 6279 3963

Customer Service Line: 1800 249 711

New South Wales
Sydney

Level 5, 79 George Street
PARRAMATTA NSW 2124
Telephone: (02) 8836 5700
Fax: (02) 8836 5790

National Sales Office

80 George Street
PARRAMATTA NSW 2124
Telephone: (02) 9762 5800
Fax: (02) 9762 5688

Toll free line: 1800 813 621

Hurstville

Suite 107, Level 1

9 Gloucester Road
HURSTVILLE NSW 2220
Telephone: (02) 8567 1200
Fax: (02) 8567 1209

Pennant Hills

Suite 9, 380 Pennant Hills Road
PENNANT HILLS NSW 1715
Telephone: (02) 9875 8600
Fax: (02) 9857 8600

Richmond

14 McNamara Avenue RAAF Base
RICHMOND NSW 2755
Telephone: (02) 4588 1000

Fax: (02) 4588 1060

Defence Plaza

270 Pitt Street

SYDNEY NSW 2000
Telephone: (02) 9377 2167
Fax: (02) 9377 2175

HMAS KUTTABUL Shopfront
14 Wylde Street

POTTS POINT NSW 2011
Telephone: (02) 9359 2944
Fax: (02) 9359 2394

Hunter Valley

Jacaranda Heritage Centre

Unit 1, 1 Jacaranda Street
RAYMOND TERRACE NSW 2324
Telephone: (02) 4983 5300

Fax: (02) 4983 5301

Nowra

Suite 3, Level 2, Bridgeton House
55-57 Berry Street

NOWRA NSW 2541

Telephone: (02) 4421 1500

Fax: (02 4421 1560

‘Wagga Wagga

11-15 Fitzmaurice Street
WAGGA WAGGA NSW 2650
Telephone: (02) 6933 7200
Fax: (02) 6933 7260

Queensland

Brisbane

Defence Relocations Centre
S7 Gallipoli Barracks
ENOGERRA QLD 4051
Telephone: (07) 3355 8800
Fax: (07) 3355 8860

Canungra

Kakoda Barracks
CANUNGRA QLD 4275
Telephone: (07) 5543 4554
Fax: (07) 5543 4417

Cairns

“Grove House”

10 Grove Street

CAIRNS QLD 4870
Telephone: (07) 4041 4700
Fax: (07) 4041 0880
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Ipswich

Shop 12, Yamanto Shopping Centre
Cnr Warwick and Powells Road
YAMANTO QLD 4305

Telephone: (07) 3294 2600

Fax: (07) 3294 2660

Toowoomba

162 Hume Street
TOOWOOMBA QLD 4350
Telephone: (07) 4699 1300
Fax: (07) 4699 1360

Townsville

63-65 Bamford Lane
KIRWAN QLD 4817
Telephone: (07) 4726 1800
Fax: (07) 4726 1860

Northern Territory
Darwin

1 Carey Street

DARWIN NT 0800
Telephone: (08) 8901 7100
Fax: (08) 8901 7162

Tindal

Shop 2, 42 Katherine Terrace
KATHERINE NT 0850
Telephone: (08) 8972 8000
Fax: (08) 8972 8060

Alice Springs

15 George Crescent
ALICE SPRINGS NT 0871
Telephone: (08) 8952 9323
Fax: (08) 8952 4502

South Australia
Adelaide

125 Port Road
HINDMARSH SA 5007
Telephone (08) 8245 7800
Fax: (08) 8245 7860

‘Woomera

28 Burrimul Street
WOOMERA SA 5720
Telephone: (08) 8673 7730
Fax: (08) 8673 7026

Victoria

Melbourne

Level 2, 391 St Kilda Road
MELBOURNE VIC 3004
Telephone: (03) 9947 8101
Fax: (03) 9947 8160

Puckapunyal

Vivi Street
PUCKAPUNYAL VIC 3662
Telephone: (03) 5736 1100
Fax: (03) 5736 1160

Sale

99A Raymond Street

SALE VIC 3850
Telephone: (03) 5143 6500
Fax: (03) 5143 6560

Wodonga

83 Hume Street
WODONGA VIC 3690
Telephone: (02) 6049 2300
Fax: (02) 6049 2360

Tasmania

Hobart

Anglesea Barracks

Davey Street

HOBART TAS 7000
Telephone: (03) 6215 7600
Fax: (03) 6215 7660

Western Australia
Perth

Level 2

43 Kishorn Road
APPLECROSS WA 6153
Telephone: (08) 9210 3400
Fax: (08) 9210 3460

Rockingham

23 Chalgrove Avenue
ROCKINGHAM WA 6168
Telephone: (08) 9591 4401
Fax: (08) 9591 4460

Bullsbrook

C/- RAAF Base Pearce
BULLSBROOK WA 6084
Telephone: (08) 9571 3352
Fax: (08) 9571 3285
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