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A CONGEPT TO KEEP IN MIND

Clayton Christensen, The Innovator’s Dilemma

Sustaining Innovation

(Incrementally improves your core business)

Versus

Disruptive Innovation

(Blows your core business away)
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ARTIFICIALLY PROTECTED MONOPOLIES

Monopoly: Sole provider of security
goods and services to Government

)

Defence

Monopsony: Sole consumer of security
goods and service from industry
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MEANWHILE IN THE OUTSIDE WORLD...

China is creating massive disruption:
* To international norms — ‘annexation’ of South China Sea
* To regional security order — threats to neighbouring states
* To balance of power — e.g., now largest navy in the world
* To global markets — e.q., exercising monopoly powers over critical minerals

* These things are now (finally) stated very clearly in Defence strategic
documents.

» Australia’s strategic situation worst since WWII — and getting worse
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THE ADF - NOT FIT FOR PURPOSE

 DSR was very clear: The ADF is not fit for purpose

* The ADF is a force built to make small contributions to
US-led taskforces

* |t's a (barely) one shot force

» Has prioritised exquisite capability over mass and
schedule

Unfortunately, the IIP locks this situation in for decades...
 How do we deliver capability at scale faster?

Chart 2
Proportional investment for the decade 2024-2034 by domain

Enterprise and enabling Maritime

22% 38%
Cyber

7%

Space

3%

Air < Land
14% 16%

Shipbuilding as a % of... Navy’s budget Acquisition budget Total budget
Australia 2024-25 25.6% 21.6% 6.5%
Australia coming decade — 26-33% 11-14%
USA FY 2024 13.5% 10.2% 3.8%
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THE US ISN'T GOING TO GET US OUT OF THIS

The US is facing the same challenge of addiction to exquisite systems and lack of
sustainable mass.

 US Navy: We can’t defeat the Houthis — we're losing the cost-benefit competition.
« The ADF just test fired a $10m....

The US industrial base can’'t meet its own needs.
 This is the clear lesson from Ukraine, Gaza/lsrael, Red Sea.
* |t stated virtually daily in US strategic assessments.

Building exquisite US munitions here won't help.
« Japan — we tried this, it doesn’'t work.
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INDUSTRY STRATEGY MIRRORS GAPABILITY PRIORITIES

* We've become reliant on very small number of primes — it reinforces the
monopoly-monopsony problem—their projects are seen as ‘too big to fail’.

* |t's a relic of a particular moment in
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WE NEED TO HARNESS ALL ELEMENTS OF OUR INDUSTRIAL BASE

* We need to draw on the ‘other’ 98% of Australia’s GDP.
» Australia has great industrial and technological capability.
» ‘Defence adjacent’ sectors — space, autonomy, mining, even agriculture.

* They have similar requirements to Defence.
* They are world leaders.

* R&D in defence tech is less than 5% of total global R&D.
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SME’S ARE CRUCGIAL

 SMEs are a key part of Australia’s economy.

Definition of SMEs

In Australia, SMEs are defined as businesses with fewer than 200 employees. This category includes micro-
enterprises (1-4 employees), small businesses (5-19 employees), and medium-sized businesses (20-199 employees).

SMEs play a crucial role in the economy, accounting for over 98% of all businesses, employing around 70% of the
workforce and generate $500 billion of economic activity, constituting one-third of Australia’s GDP.

 SMEs drive innovation — that's why the primes gobble them up.
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THE DEMOCRATIZATION OF TECHNOLOGY

* Prevalence of low-cost sensors, processing
capacity, robotics and Al is game changing.

 Likely favours smaller companies
* Rapid movers, less tied to big overheads,

* |nnovation cycles should be very rapid with fast
changing tech landscape.

» |Less well suited to big legacy platforms of primes.
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MODULAR IS MORE EFFECTIVE

» Bernd Flyvbjerg’s Iron Law of Megaprojects: 99.5% don't deliver on time, schedule or
benefit.
» Defence projects are among the worst.
* Nuclear projects are the worst.

* Modular megaprojects are the exception and are the most successful.
« Building modular small things is now a viable pathway to military capabillity.

« Small companies can build small things and scale up numbers when they work,
much easier than building huge things as one-offs.
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G2 ROBOTICS' BACKGROUND / HISTORY
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G2 ROBOTICS - FOUNDING VISION

Why do it all again?
» Build amazing things.
* Have fun.

Build example cases to show the power of small,
asymmetric robotic systems.

» Rapid development to deployment (aim for
good, not perfect).

* |nsanely better return on investment for
Defence (capability delivered per $ spent).

* Manufacture at scale in the near term to
address our strategic circumstances.
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DESIGN PHILOSOPHY - AGILE HARDWARE

The SpaceX Model - Build, test, break, repeat.

» Parts and sub-systems first.
» Hardware-In-Loop testing / Digital Twins.
 Full system tests as often as possible.

» Defence’s ‘agile’ approaches are merely trying
to catch up with SMEs and tech sector.
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FAST, CHEAP AND GOOD

"But it's not real engineering, right?”

* Learn what the customer actually wants, usually by seeing what they don’t want.

* Learn if a technical solution is actually a solution in the real world as fast as you can.
Don’t waste time on it otherwise.

* |If you built it fast and cheap to only use a few times, you don't get upset when it breaks.

* Work out where and why it broke and then fix that, not the 100 other things you could
Improve.

* You can do more real-world testing and gather more data.

* You can iterate much more quickly.

This happens faster with $1m prototypes than $100m or $1b prototypes.
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SPEARTOOTH

Tom: “Let’s build a submarine”. Mike: “Don’t be daft”

* Trying to solve a big problem — force projection across
huge distances

» Low cost. Attritable / Expendable
 Mass manufacturable in near-term timeframes
» Rapid, low infrastructure deployment

* Long range — no need for “mothership”

» Large modular payload bay — an “underwater truck”
* Very low signature for assured payload delivery

* Simple to maintain and operate. Low manpower.

. . OFFICIAL: Sensitive
CDE‘ Commercial In Confidence © 2023 C2 Robotics Pty Ltd. All Rights Reserved. Leaders in asymmetric warfare systems



FROM CONGEPT TO REALITY

* An amazing journey for both ADF and C2R

* At outset (late 2021) long range UUVs were not seen
as a near term prospect for ADF; no procurement
project or plans

» Backing the project took courage for key ADF
SpONSOrs

* Within under 2.5 years it's in the IIP (SEA1200)
* Well beyond 1000 hours in-water operation

 T&E activities on 2 continents
 Huge US / AUKUS interest
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RANGE ESTIMATES

8.5m Variant

11m Variant
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DELIVERY & DEPLOYMENT

Deploy with single payload
module

8.5m length, 1m beam vessel

Deploy with double payload
module

More payload or more range
11m length, Tm beam vessel

Standard 20 ft container holds:
» 2X Nose and 2x Tail segments
* 4x Payload segments (flooded space)
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THE FUTURE

» Manufacturing and full support system.
» Continuous innovation. Don’t stand still!
» Balancing the two will be hard but critical.

» Establish a market opportunity for other great
Aussie companies:

* Payloads, sensors, sub-systems etc.

* A capability from five small innovators working
together can combine into a powerful outcome
none could have achieved on their own.

» Keep having fun and do amazing things!

- - OFFICIAL: Sensitive
CDE‘ Commercial In Confidence © 2023 C2 Robotics Pty Ltd. Al Rights Reserved. Leaders in asymmetric warfare systems



» Cash flow is critical for small businesses.
* We may not be around if you take six months to make decision.
* |f you want an SME base, you need to feed it.
* Tricking R&D funds isn't enough.
« SMEs run lean — we don’t have full-time process / documentation people.
* |t takes key engineers and programmers away from engineering.
» Every additional documentation/process requirement increases the barriers to entry.
« SMEs read demand signals.

 |f Defence keeps going to the primes or overseas, it sends a clear signal: It's not
interested.

* We can go elsewhere....
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THANKS AND QUESTIONS
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