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Summary

The Ministry of Defence (MoD) needs the capability to transport personnel, equipment
and stores from the UK to operational theatres across the globe. This capability known as
Strategic Lift, can by delivered by sea, land or air. Its annual cost to the MoD is almost £800
million a year.

The Strategic Defence Review of 1998 highlighted an urgent need to improve the UK’s
Strategic Lift capability to support the expeditionary policy. In the short term, the
improvements were to be delivered through the acquisition of Roll-on Roll-off (Ro-Ro)
container ships and the leasing of C-17 large transport aircraft. In the longer term, ageing
transport aircraft were to be replaced by the new A400M transport aircraft.

The MoD has made good progress in improving its strategic sea-lift. The Ro-Ro ships have
proved to be very effective and the acquisition of Landing Platform Dock (Auxiliary)
vessels has also been useful.

Progress in improving strategic air-lift has been less good. The leasing of four C-17 large
transport aircraft has greatly increased strategic air-lift capability. The MoD is purchasing
the four aircraft when the lease ends in 2008 and a fifth C-17 aircraft. Given the tempo of
current operations, there are likely to be substantial benefits in acquiring additional C-17
aircraft, but a quick decision may be needed as the C-17 production line might be closing
in the near future.

The MoD plans to acquire 25 A400M military transport aircraft which were originally
planned to enter service at the end of 2009. The programme has experienced a 15 month
delay which has required the MoD to extend the lives of some of its ageing air transport
fleet. Several transport aircraft have been lost during current operations. The MoD should
consider acquiring additional A400M aircraft, given possible future losses, to maintain the
pool of 25 A400M aircraft.

A key role for the A400M will be to transport the Army’s Future Rapid Effect System
(FRES) medium-weight armoured vehicles quickly to trouble spots around the globe.
There is concern that FRES is increasing in weight during its development. The increased
weight of FRES could lead to it becoming too heavy to be transported by the A400M, or
could substantially reduce the distance that the vehicles could be transported. The weight
of FRES needs to be closely monitored to ensure that the UK does not acquire a new
generation of armoured fighting vehicles which cannot be deployed rapidly overseas.

In addition to providing air-to-air refuelling, the MoD’s elderly tanker fleet also provides a
Strategic Lift capability by transporting passengers and freight. The MoD announced in
early June 2007 that it had decided to proceed with a Private Finance Initiative deal to
acquire new tanker aircraft, although the contractor still has to raise the required funding.
The MoD needs to work closely with the contractor to ensure that the deal can be finalised
as quickly as possible, as the current tanker aircraft are coming towards the end of their
lives and the new aircraft will provide greatly improved air transport for UK Service
personnel.
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1 Introduction

1. The 1998 Strategic Defence Review' (SDR) highlighted the urgent need for the UK to
improve its Strategic Lift capability—the ability to transport personnel, equipment and
stores from the UK to operational theatres across the globe, by sea, land or air. Strategic Lift
is vital for both launching and sustaining military operations.

2. During our visits to Afghanistan, Iraq and Cyprus in 2006, we heard concerns about the
airbridge which transports Service personnel to and from the UK and operational theatres.
On 15 February 2007, we announced an inquiry into Strategic Lift.> Our inquiry examined
the progress of the Ministry of Defence (MoD) in delivering the Strategic Lift requirements
set out in the SDR and whether these requirements needed to be revisited given the
experience of the operations in Afghanistan and Iraq. Strategic air-lift was a particular
concern given the age of many of the aircraft. We examined the progress of two major
equipment programmes which are to deliver new transport aircraft (the A400M transport
aircraft) and new tanker aircraft (the Future Strategic Tanker Aircraft).

3. We held two oral evidence sessions, the first on 24 April 2007 with Air Vice-Marshal
(AVM) Kevin Leeson who was, until 5 April 2007, Assistant Chief of the Defence Staff
(Logistics Operations); Brigadier Jeff Mason, Director Defence Supply Chain Operations
and Movements, MoD; and Air Commodore Anthony Gunby, Air Officer Air Transport
and Air-to-Air Refuelling, Headquarters 2 Group, Royal Air Force (RAF). These witnesses
represented the military customer, tasker, and one of the providers of Strategic Lift (the
RAF). The second oral evidence session on 22 May 2007 with Lieutenant General Andrew
Figgures, Deputy Chief of the Defence Staff (Equipment Capability) and Mr Tim
Rowntree, Director General Air Support, was followed by representatives of Airbus, the
prime contractor for the A400M programme.

4. We received written evidence from the MoD, defence companies, and others.> We are
grateful to all those who contributed to our inquiry including our specialist advisers.

1 Strategic Defence Review, Cm 3999, July 1998

2 http://www.parliament.uk/parliamentary committees/defence committee/def070215 no_ 25.cfm

3 Evi1-51
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2 Overview of Strategic Lift

Strategic Lift and Tactical Lift

5. Strategic Lift covers the movement of personnel, equipment and stores to an operational
theatre, whereas Tactical Lift covers the movement within an operational theatre.* These
definitions have become blurred in recent years. For example, in the past Strategic Lift
aircraft used to fly to a benign location outside the operational area and the personnel,
equipment and stores would be transported into the operational area by tactical transport
which provided some protection against enemy action by means of tactics and defensive
systems. However, Strategic Lift aircraft, such as TriStar and C-17, now fly from the UK
into the middle of the operational theatre. Aircraft such as Hercules, which provided the
Tactical air-lift, are also now being used in the strategic air-lift role. AVM Leeson accepted
that there had been some blurring of the boundaries between Strategic Lift and Tactical
Lift:

our various aeroplanes have the flexibilities and capabilities to operate in a strategic
way as well as, in some cases, a tactical way. The nature of the operations means that
we need to cover quite a wide spectrum.’

6. The MoD estimates that Strategic Lift tasks cost almost £800 million a year. In 2006-07,
some £700 million was spent on strategic air-lift, some £70 million on strategic sea-lift, and
some £10 million on Strategic Lift infrastructure.®

Strategic Lift requirements in the 1998 Strategic Defence Review

7. The Strategic Defence Review (SDR) published in July 1998 stated that:

We cannot at present deploy Joint Rapid Reaction Forces quickly enough to meet
operational requirements in the changed strategic environment, nor is commercial
shipping or air-lift likely to be available in sufficient quantities to meet rapid
deployment deadlines, although it will have an important place in transporting
follow-on forces.”

We have an urgent need to improve our strategic transport, to allow us to move
more powerful forces quickly to an overseas theatre. In the short term we expect to
do this through acquiring four additional roll-on roll-oft container ships and four
large C-17 aircraft or their equivalent. In the longer term, we will also need to
consider a replacement for our remaining elderly transport aircraft. The European
Large Aircraft is a contender for this requirement.®

Ev 44

Q2

Ev 47-48

Cm 3999, Supporting Essay Six, Future Military Capabilities, para 18

0 N o v b

Ibid., Chapter 5, para 96
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8. The following table provides the MoD’s overview of the progress made to date in
meeting the SDR requirements for Strategic Lift.

Table 1: MoD’s overview of the progress in meeting the SDR requirements for Strategic
Lift

Strategic Lift requirement in the MoD’s overview of progress
SDR

Four roll-on roll-off container ships | “The SDR stated a requirement for a four-ship Ro-Ro capability.
This was converted into a PFI [Public Finance Initiative] for six
Ro-Ro ships, which entered service between 2002 and 2003".

Four C-17 large aircraft or their “In 2000, we contracted with Boeing to lease 4 C-17 aircraft
equivalent and announced last year [2006] our intention to procure these
aircraft at the end of their lease in 2008. We are also procuring
a fifth C-17, to enter service next year [2008]".

European Future Large Aircraft “The Committee will also be aware of our plans to procure 25
A400M aircraft to replace the C-130K Hercules currently in-
service with the RAF".

Source: MoD®

9. We examine below the Ro-Ro container ships and the four C-17 transport aircraft, and
the progress in acquiring the 25 A400M aircraft, later in the Report (Parts 3, 5 and 6).

Current Strategic Lift assets

10. The MoD has a range of assets which can perform Strategic Lift tasks. These are set out
in Table 2 below. At any one time, a proportion of these assets will be unavailable for use
owing to routine maintenance or other reasons, such as being withdrawn for
modifications.'

Table 2 : The MoD’s current Strategic Lift assets

Assets Quantity Lift Capability Procurement route / Ownership
Roll-on Roll-off container 6 Freight Private Finance Initiative [PFI]
ships arrangement
Landing Ship Dock 4 Freight and MoD owned (3 in service, 1 being
(Auxiliary) vessels passenger fitted out)
C-17 aircraft 4 Passenger and Leased until 2008, then purchased
freight
TriStar C2 aircraft 3 Passenger MoD owned
TriStar KC1 aircraft 4 Passenger, MoD owned
freight and
tanker
9 Ev45

10 Ev44
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Assets Quantity | Lift Capability Procurement route / Ownership

TriStar K1 aircraft 2 Passenger and MoD owned
tanker

VC-10 CMk1K aircraft 10 Passenger, MoD owned
freight and
tanker

C-130K Hercules Mk3 20 Passenger and MoD owned

aircraft freight

C-130K Hercules Mk1 4 Passenger and MoD owned

aircraft freight

C-130J Hercules Mk4 aircraft | 14 Passenger and MoD owned
freight

C-130J Hercules MKS5 aircraft | 10 Passenger and MoD owned
freight

Source: MoD''

Future Strategic Lift assets

11. The MoD plans to have the following Strategic Lift assets in 2017 and also expects these
assets to be in service in 2027:

¢ 6 Roll-on Roll-off (Ro-Ro) container ships

¢ 4 Landing Ship Dock (Auxiliary) (LSD(A)) vessels
e 5C-17 aircraft

e 24 C-130J Hercules aircraft

e 25 A400M aircraft'?

12. The MoD also plans to have the Future Strategic Tanker Aircraft (FSTA) in service by
the turn of this decade which should be available to undertake some Strategic Lift tasks. We
examine the progress on the acquisition of the FSTA in Part 7 of the Report. Vessels which
are expected to be procured under the Military Afloat and Sustainability (MARS)
programme, may also contribute to the MoD’s Strategic Lift capacity."

Options for Strategic Lift

13. For operations in Afghanistan and Iraq, Strategic Lift is provided by either sea or air
because of the distances involved. Strategic land-lift using lorries has been used for moving
equipment and stores, for example during operations in Bosnia, but is not a viable option
for operations in Afghanstan and Iraq. We asked what were the key factors which were

11 Ev44-45
12 Ev45
13 Ibid.
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taken into consideration when choosing between sea-lift and air-lift. Brigadier Mason,
Director Defence Supply Chain Operations and Movements, told us that:

As long as one has the timelines with the preparation and planning, and applies an
element of foresight to the plan, one will look at what one can move by sea to the
operational theatre, because that means moving much greater volumes and it is
better value for money. But there will come a time when we are into routine
sustainment where we have to send high priority stores by air and we will always
move Pax [people] by air. I suppose it comes to the decision points and timelines of
planning and operation.'

14. Tt is important that decision-making by the Government and the military customer is
quick enough to allow the option of using sea-lift as an alternative to air-lift. Brigadier
Mason said that he sought to “influence” the military customer to make decisions early so
that sea-lift could be used. He said that there had “been occasions when that has been
difficult to do, but in the main we have managed to achieve it”. Air-lift was generally used
to transport Urgent Operational Requirements (UORs) to the operational theatre as they
were needed quickly.”

15. Strategic sea-lift enables large volumes of defence equipment and stores to be
transported to operational theatres in the most cost-effective way, but early political
and military decision-making is needed if sea-lift is to be possible. We recommend that
the MoD identify how the speed of its decision-making could be improved further in
order to maximise the use of sea-lift.

16. One of the Members of the Committee had flown to Afghanistan earlier in the year on
a C-17 transport aircraft and had been surprised to see that bunk beds and flat packs of
building timber were being transported.'® AVM Leeson considered it “highly improbable”
that there would be an emergency requirement for such things because they were not in
short supply, although local sourcing in Afghanistan was difficult.”” Brigadier Mason
suspected that the explanation was that “there was space to be filled and rather than fly
fresh air we moved stock™.'® The MoD subsequently informed us that:

There was a flight on the 15 Feb 07 that contained cargo that was to be used for Force
Protection purposes, including re-enforced bunk-beds to protect the incumbent in
the event of insurgent indirect fire.... it was determined that the equipment was
required in theatre as quickly as possible and air transport was the quickest available
method.

17. Strategic air-lift is an expensive option for transporting equipment and stores when
compared with strategic sea-lift, but is the fastest option for transporting equipment
and stores needed urgently in theatre. When using strategic air-lift, the MoD must
ensure that the lift capacity of aircraft is fully utilised, giving priority to the equipment

14 Q6
15 Q8
16 Qq 10-11
17 Ibid.
18 Q10
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and stores urgently needed in theatre. However, where spare capacity is available, it
makes sense to transport other items which are not needed as urgently, rather than “fly
fresh air”.

18. We were surprised to hear that Warrior armoured vehicles were to be flown to
Afghanistan rather than transported by sea-lift. AVM Leeson acknowledged that using air-
lift was an expensive way to move “sizeable items like heavy armour”. However, he told us
that “moving warlike stores through third countries obviously gives rise to interesting
intelligence as well as political issues and we try to avoid that where we can”."”

19. We asked about the difficulties of transporting equipment through third countries.
AVM Leeson considered that

our record so far is simply exceptional. We have had tremendous support
significantly from the Kuwaiti and Pakistani governments in terms of permitting us
to operate through commercial ports, and by and large we use commercial transport
arrangements.*

The MoD confirmed that there had, to date, been no significant issues regarding air
transport through third parties and “the same is largely true of shipping”. Equipment
transiting Pakistan by road to Afghanistan had generally moved freely.”’ We note that the
transportation of equipment through third countries to support current operations in
Iraq and Afghanistan has generally not caused any problems.

19 Q9
20 Q12
21 Ev50
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3 Strategic sea-lift

Roll-on Roll-off container ships

20. The MoD has access to six Roll-on Roll-off (Ro-Ro) container ships under a Private
Finance Initiative (PFI) arrangement. The ships entered service between 2002 and 2003.
Four of the Ro-Ro ships are permanently contracted to the MoD with the other two at
notice for MoD tasking.” For the two ships at notice, one can be accessed in 20 days and
the other in 30 days.” The six ships are supplied and manned by Foreland Shipping.**

21. Brigadier Mason considered that the six Ro-Ro ferries had performed “extremely
effectively”. The ships had provided “assured delivery for the MoD in support of
operational activity”, but were also used to support other MoD activity such as “to support
the South Atlantic islands”.*® The MoD had not come across an item which had been too

large to be moved in one of the Ro-Ros.*

22. Given the tempo of current operations, we asked whether there was a case for acquiring
more Ro-Ro ships. The MoD considered that the six Ro-Ro ships were sufficient to meet its
current needs.”’” AVM Leeson was “very comfortable” with the MoD’s sea-lift position.*
We are pleased to learn that the Ro-Ro container ships have performed very effectively
in both supporting current operations and undertaking other tasks, and note that the
MoD considers that the six ships are sufficient to meet its current needs.

Landing Ship Dock (Auxiliary) vessels

23. We examined the progress of the Landing Ship Dock (Auxiliary) (LSD(A)) programme
in our Report on the Ministry of Defence Annual Report and Accounts 2004-05. The
procurement of the LSD(A) ships was poorly managed and losses totalling some £102
million were reported in the MoD Annual Report and Accounts 2004-05.%

24. During this inquiry we enquired about the LSD(A) vessels and their possible use in a
strategic sea-lift role. Brigadier Mason said that there were four LSD(A) vessels, but “a
number are still to enter commissioned service”. When the vessels were not undertaking
their core activity of supporting amphibious operations and training, the MoD plans to
utilise these vessels in the sea transport role. He added that they were

22 Ev45-46
23 Q27

24 Ev46

25 Q21

26 Q22

27 Ev4e

28 Q24

29 Defence Committee, Sixth Report of Session 2005-06, Ministry of Defence Annual Report and Accounts 2004-05, HC
822, para 76-82

30 /bid, para 76
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very effective ships. They are half the size of the Roll-on Roll-off ferries, but if one is
delivering only half the stores they should be very useful platforms to utilise...We
have used them only once to date.’

25. We note that in addition to the six Ro-Ro container ships, the MoD’s four Landing
Ship Dock (Auxiliary) vessels can also be used in a strategic sea-lift role, although they
have only been used once to date in such a role.

Commercial shipping

26. Short-term peaks of tasking, or major deployments, may require additional shipping
over and above the capacity provided by the Ro-Ro container ships and the LSD(A)s. The
first option to obtain additional shipping is through the use of allied shipping provided
through the Sealift Coordination Centre, which allows allies to make use of spare capacity
from other nations, on a repayment basis. The MoD stated that the cost of this shipping
was less than for chartered commercial shipping and the capabilities of the vessels and their
condition was well known.*

27. When additional sea-lift is required from the commercial market, a Statement of
Requirement is prepared which sets out the quantity and type of equipment, the timescale
and loading / discharge ports. The Statement of Requirement is submitted to the market
through a panel of brokers and ships offered in response are evaluated in terms of their
technical ability to achieve the task, safety management and cost.”

28. There had been occasions when the commercial shipping market was busy undertaking
other commercial activity. A need for “surety” is the reason why the MoD has its own
strategic sea-lift assets. Brigadier Mason told us that if the MoD did not have the Ro-Ro
ships and “were looking at deploying a multi-national force, the other nations would also
be looking for the same commercial shipping”. This could result in the UK not getting
what it needed and potentially not putting the “force elements into theatre in the right
order or, more importantly, the right time”.**

29. The design of new commercial ships is continuously changing. Brigadier Mason
confirmed that the commercial shipping market was reducing all the time because ships
were getting bigger.”” He added that “a lot of the Ro-Ros in the commercial market are
used solely from point A to point B to match the infrastructure of those ports”.* We asked
where commercial ships chartered by the MoD would dock if they were not able to dock at
the Marchwood military port in Hampshire. Brigadier Mason said that in such situations,

31 Q32
32 Ev46
33 Ibid.

34 Q25
35 Q28
36 Q29
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the MoD could use commercial ports and had done so in the past.’” Ro-Ro ships were used
to transport munitions and the MoD had a number of munitions dock facilities.?®

30. We asked whether the MoD was chartering shipping to supplement its own ship-lift
capacity for the current operations in Afghanistan and Iraq. Brigadier Mason told us that
“over the past couple of years we have chartered a number of ships but not, as far as I am
aware, in direct support of Afghanistan or Iraq”.”® For low priority stocks, the MoD had a
contract for a container ship that would move containers “full of our stock either to Kuwait
or Karachi and then a civilian firm will move it up country”.*

31. Brigadier Mason considered that getting access to commercial shipping was not a
problem.* He said that for the first stage of the operation in Iraq (TELIC 1), the MoD had
secured what it had required, some 60 ships, “as a result of foresight because we got in
before other nations did”.** AVM Leeson added that the Defence Supply Chain Operations
and Movements Centre watched for the “movements, fluctuations and trends in the
marketplace from the point of view of warning us if there appear to be difficult
periods....on sea-lift by and large that is not an issue”.* In 2006-07, the MoD spent £64
million on sea-lift charter, which included the Ro-Ro container ships.*

32. The MoD has good arrangements to access commercial shipping and has, to date,
secured the commercial shipping it required to supplement its own sea-lift capability.
However, the commercial shipping market is reducing. We recommend that the MoD
undertake a detailed analysis of the commercial shipping market with the aim of
assessing whether it will be able to secure access to commercial shipping in the
quantities and timeframes necessary to meet its future needs.

37 Q31
38 Ibid.
39 Q33
40 Ibid.
41 Q34
42 Q36
43 Ibid.
44 Ev 47
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4 Strategic air-lift

Current transport and tanker aircraft fleet

33. The MoD provided details of its transport and tanker aircraft fleet in a written answer
to a Parliamentary Question in January 2007. The information provided by the MoD is set
out in Table 3 below.

Table 3: Details of the MoD’s current transport and tanker aircraft fleet

Aircraft type Total fleet planned to be in Number of aircraft available for
service in Financial Year 2006- | tasking (average for November
07 2006)*

C-17 Globemaster 4 3

C-130K Hercules 25 10

C-130J Hercules 25 16

TriStar 9 6

VC-10 1646 9

Source: MoD¥

Notes: (i) The figures are rounded to the nearest whole number. (ii) The figure for C-130K Hercules aircraft does
not reflect the loss of an aircraft in Afghanistan on 24 May 2006 or the retirement of four aircraft during
Financial Year 2006-07.

34. All of the TriStar aircraft fleet (some 30 years old) and ten of the VC-10 aircraft fleet
(some 40 years old) provide strategic air-lift, such as transporting people and freight. The
Future Strategic Tanker Aircraft (FSTA) is planned to replace the air refuelling and air
transport capability currently provided by the RAF’s fleet of VC-10 and TriStar aircraft.
We examine the progress of the FSTA programme in Part 7 of the Report.

Availability of transport and tanker aircraft

35. Of 75 Hercules, TriStar and VC-10 aircraft, only 41, some 55%, were available in
November 2006 for immediate deployment to undertake the required task. We asked at
what point there would be an insufficient number of aircraft available to undertake the
tasks required. AVM Leeson said that the number of aircraft available to be tasked varied
with each of the aircraft fleets “because of the age of the aeroplanes and the various
maintenance and fleet overheads that go with those”. The point at which the MoD would
worry about availability would differ between the different aircraft fleets. He emphasised
that there was

45  Aircraft that are available for immediate deployment and capable of undertaking the required task on a given day.
Aircraft are not available for tasking if they are undergoing scheduled maintenance, modification programmes or
any other unforeseen rectification work that can arise on a day to day basis. The figures do not reflect the fact that
an aircraft not available for tasking may be returned to the front line at very short notice to meet the operational
need.

46 Of the 16 VC-10 aircraft, six (4 VC-10 K3 aircraft and 2 VC-10 K4 aircraft) have a very limited passenger carrying
capability, as they are predominantly air-to-air refuelling aircraft (Ev 45).

47 HC Deb, 9 January 2007, Col 525W
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constant tension between my capability colleagues who wish to install new and useful
facilities to aeroplanes and those of us who have to operate the airbridge in a
sustainable and minimised risk fashion where clearly we would like to maximise the
number of aeroplanes.*®

36. AVM Leeson considered that the future A400M transport aircraft and Future Strategic
Tanker Aircraft would provide a “seriously modern and capable fleet”. However, he
acknowledged that there was a great element of “jam tomorrow” and that there was a very
difficult period ahead in which the MoD would have “to continue to manage with our
older ladies”. He told us that he would become very concerned if the aircraft availability
level fell below 50% “because to operate at that level is a reasonable yardstick”.*’

37. In evidence to us on 6 March 2007, the Chief of the Defence Staff (CDS), Air Chief

Marshal Sir Jock Stirrup, admitted that “air transport, we all know, is a serious concern”.*
38. We are very concerned that a high proportion of the current transport and tanker
aircraft are not available for immediate deployment to undertake the required tasks.
While modifications are often the reason for aircraft not being available, maintenance
is also a key factor, and reflects the fact that the MoD has an ageing transport and
tanker aircraft fleet which is being flown at an unexpectedly high level in very
punishing conditions. While new transport and tanker aircraft are in the pipeline, it
will be some years before they enter service. We have real doubts as to whether the
current transport and tanker fleet can provide the level of availability required between
now and when these new aircraft come into service.

Forward planning for new strategic air-lift assets

39. Given that the Out of Service Dates for aircraft are known long in advance, it has to be
asked why the MoD is operating an ageing transport and tanker aircraft fleet, which
requires increasing maintenance to keep the aircraft operational, yet new tanker and
transport aircraft are some years away from entering service. A possible explanation was
provided by the Royal Aeronautical Society in its written submission to the inquiry:

The gap between “peacetime” and higher tempo operations has often caught
governments unprepared. This is true not only of the UK but also elsewhere; even
the US which appears fully capable of sustaining global forces has in the past found
itself short of critical airlift components. The explanation is a mixture of prudence—
the temptation is to avoid procuring costly equipment to meet a worst-case logistic
scenario; and institutional—the natural tendency of the armed services to afford
priority to combat equipment.*!

40. We asked Lieutenant General Figgures, Deputy Chief of the Defence Staff (Equipment
Capability), whether the position that the MoD found itself in reflected a failure of long-

48 Qq 74-75
49 Q76

50 Uncorrected transcript of oral evidence taken before the Defence Committee on 6 March 2007, HC (2006-07) 381-I,
Q7

51 Ev34
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term planning. He did not consider it a failure of long-term planning, “because the
manifestation of a failure would be that we suffered operational disadvantage”. He added
that “we have matched the demand to the supply and we have managed the supply”.”
However, he acknowledged that there was concern “about the probability of the impact of
the risk increasing”.” Later in this Report (paragraphs 47-53), we examine the issue of the
airbridge. We consider that the damage to morale caused by problems with the airbridge
may well amount to the “operational disadvantage” referred to by General Figgures.

41. General Figgures considered that the question of whether the MoD gave too much
priority to combat equipment and not sufficient priority to support equipment was a fair
one. But he believed that the MoD’s planning process took account of this and the MoD
looked at “the interaction between the effectors and the enablers”.*

Commercial air-lift

42. The MoD uses military aircraft to transport Service personnel into operational theatres,
such as Afghanistan. AVM Leeson explained that for military aircraft:

we can then put the defensive aid protection systems on board the aeroplane because
the safe transport of Armed Forces personnel....is the absolute priority.

Military transport aircraft are also used to transport weapons and munitions.>

43. For other purposes, the MoD also makes use of commercial air-lift. AVM Leeson said
that the MoD “use quite a considerable amount of charter lift both in the passenger and
freight sense to supplement what we own as military aircraft”.”® For routine air transport
activity, for example the support of BATUS [British Army Training Unit Suffield, Canada],
the MoD has a long-term contract with DHL who “move the item by whichever carrier
they utilised”. For the support of the operational theatres, the MoD used brokers and
enabling contracts with them.”” The price of these contracts was negotiated in advance.
Brigadier Mason explained that the cost depended on seasonal activity, as it was more
difficult to get passenger aircraft during the spring and summer, the main holiday season.
He considered that the enabling contracts were “extremely valuable and we could not
operate without them”.”®

44. As there were times when it was difficult to obtain the commercial air-lift required, we
asked whether the MoD had got the balance right between the air-lift assets it had and the
air-lift it required from the commercial market. AVM Leeson said that over the past 18
months there had been an increasing number of Service personnel deployed and the
“sustainment package and everything else that goes with it” had progressively moved
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upwards. The MoD kept this issue under constant watch so that it could make decisions on
what it needed to do. He recognised that the MoD had a “large reliance” on the commercial
sector to provide freight and personnel air-lift.”” In 2006-07, the MoD spent £82 million on
air-lift charter.

45. On the issue of whether the MoD had the right balance between the military transport
aircraft it owns and the transport aircraft it charters from the commercial market, AVM
Leeson told us that he was “becoming increasingly nervous as to whether, looking at the
marketplace and the risk to aeroplanes, we got the balance quite right”. The MoD is
undertaking a review to examine the volumes that it predicts will be moved over the next
12 months.® This review will assess the risks faced in the future and the “cost-eftectiveness
of the operation and whether or not one has the balance right”.%

46. The MoD makes extensive use of commercial air-lift for transporting freight and
personnel to supplement its own air-lift assets, and is reviewing whether the current
balance between the air-lift capacity provided by its own air-lift assets and the air-lift
capacity it requires from the marketplace is right. The MoD should complete its review
as quickly as possible and ensure that the recommendations are implemented fully.

Airbridge

47. During our visits to Afghanistan, Iraq and Cyprus in 2006, we spoke to Service
personnel about the airbridge which transports Service personnel to and from the UK and
operational theatres. We heard concerns about the reliability of the airbridge and witnessed
at first hand some of the frustrations experienced by Service personnel whose return home
had been delayed owing to failures of aircraft.

48. In our inquiry into the MoD Annual Report and Accounts 2005-06 we examined
support to operations and the issue of the airbridge.”® We questioned Mr Bill Jeffrey, the
MoD’s Permanent Under Secretary of State (PUS), about the airbridge from Afghanistan
and Iraq to the UK. He recognised that the airbridge had experienced significant
shortcomings and said that the MoD was considering how airbridge reliability could be
improved. In our Report we expressed our concern that the unreliability of the airbridge
had implications for morale and for operational effectiveness. We looked to the MoD to

“provide the case to the Treasury for a significant increase in investment in the transport
fleet”.*

49. The Government Response to that Report, published on 9 March 2007, set out how the
MoD was seeking to address the shortcomings of the airbridge. These included: an end-to
end review of the airbridge; improvements to RAF Main Air Transport Bases, such as Brize
Norton; improvements to the runway at Kandahar Airfield, Afghanistan; and the possible
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forward basing of TriStar aircraft.®® The Government Response stated that airbridge
reliability was affected by the availability of suitably protected TriStar aircraft able to fly
directly into operational theatres.® AVM Leeson told us that more TriStar aircraft had now
been equipped with defensive aids and the MoD was “now in a much better position to
provide the service”.* He was keeping a watch on passenger satisfaction statistics and
considered that “we are now getting the sorts of numbers where I am beginning to feel
more comfortable”. The improvement in the service was because the MoD could “now
provide a spare aeroplane that is properly equipped”.®®

50. Air Commodore Gunby, Air Officer Air Transport and Air-to-Air Refuelling,
Headquarters 2 Group, RAF, told us that a very significant improvement was transporting
personnel direct to Kandahar in Afghanistan, whereas before they had had to go to Kabul
and then be transported in a Hercules aircraft. He also provided examples of more
modest improvements to improve the level of service. These included: a refurbished and
expanded café at the Brize Norton terminal; a customer helpline; and the installation of air-
conditioning in the lounges at RAF Akrotiri, Cyprus.”

51. We asked what the MoD was doing to ensure that the charter aircraft used to transport
personnel provided sufficient space.”! We were concerned that aircraft normally used for
short-haul holiday travel were being used on long flights to transport service personnel.
Brigadier Mason said that the MoD was now chartering Boeing 747 aircraft for
transporting personnel to the South Atlantic. The MoD did not ask the airlines to adjust
the seating on the aircraft because “frankly, none of them would want to have a contract
with us if we so asked”. However, AVM Leeson agreed that having “rough-and-tough, big,
solid chaps sitting in seats built for the average tourist” was an issue and said that he did
not pressure the Defence Supply Chain Operations and Movements organisation to
achieve 100% load occupancies. He said that when the Future Strategic Tanker Aircraft
came into service it would provide improved seating.”

52. We asked General Figgures, in the context of his comment that the manifestation of a
failure of long-term planning would be that we had suffered operational disadvantage,
whether the difficulties experienced with the airbridge led to operational disadvantage. He
said that the operational outcome had not been affected adversely, but accepted that it had
an impact on the morale of service personnel.”

53. We welcome the action that has been taken to improve the reliability of the
airbridge and to improve the experience of service personnel being transported to and
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from the UK and operational theatres. The MoD should not underestimate the impact
on the morale of Service personnel of delays returning to the UK, particularly if the
delays cut into a short period of leave. The MoD must monitor closely issues relating to
the airbridge and ensure that the improvements in hand are fully implemented.
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5 C-17 transport aircraft

Background

54. The National Audit Office (NAO) Major Projects Report 2004, provided the following
details on the leasing of the four C-17 aircraft:

e Following a competitive process, the decision was taken to lease four C-17 aircraft from
Boeing

e The lease was for a period of seven years commencing mid-2001, with the option of
extending for up to a further two years

o The aircraft are leased directly from Boeing, but most of the support is provided under
US Government Foreign Military Sales (FMS) arrangements through the US Air Force
(USAF) / Boeing C-17 support contract

o The forecast cost of the project was £769 million against an approved cost at Main Gate
of £785 million

e The in-service date was achieved in September 2001 against an approved in-service
date at Main Gate of December 20017*

55. In its memorandum, the MoD provided the following details on the leasing of the C-17
aircraft and the decision to procure an additional C-17 aircraft:

e In 2000, the MoD contracted with Boeing to lease 4 C-17 aircraft and announced last
year our intention to procure these aircraft at the end of their lease in 2008. The MoD is
also procuring a fifth C-17, to enter service next year”

e The cost to procure the five C-17 aircraft is commercially sensitive but an indicative
cost of a C-17 is around $220 million™

e The fifth C-17 aircraft is currently in production at Boeing to meet an In-Service Date
of May 2008”7

Decision to purchase C-17 aircraft

56. We asked why the MoD had decided to purchase the four C-17 aircraft at the end of
the lease. AVM Leeson said that at the time of the SDR the need for “additional outsize
airlift” was identified, but there were uncertainties about the “future large aircraft contract
which subsequently became the A400M procurement”. He said that when the SDR was
produced, the UK was “nowhere near the tempo [of operations] that we have been
experiencing in the intervening period”. Leasing the C-17 aircraft was, therefore,
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considered the most cost-effective option at the time. However, around 2002, the MoD
looked at the likely volumes required to be transported by air-lift and “it became clear that
a review was then needed of our overall lift position with the C-17s”. He told us that the
MoD had taken the decision that it was more cost-effective to own, rather than continue to
lease, C-17 aircraft.”®

57. Mr Tim Rowntree, Director General Air Support, updated us on the purchase of the
fifth C-17 aircraft. The aircraft is in production and leaves the production line in February
2008. Upgrade work will then be undertaken to ensure that the aircraft is in the right
configuration for the MoD. He considered that the fifth aircraft “is on track and we expect
it to be delivered by May next year [2008] as planned”.”

Performance of C-17 aircraft

58. The Royal Aeronautical Society stated that the C-17 is “rightly regarded as the most
versatile strategic and tactical airlifter currently available”.*® AVM Leeson considered that
the four C-17 aircraft

have been absolutely first rate aircraft in terms of their capacity, speed, reach,
reliability, availability, the arrangements with Boeing and the flexibility to keep them
modified to the same standard as their American cousins so we have minimal
overheads. They have been a resounding success.*'

59. In its submission, The Boeing Company stated that the RAF’s C-17 aircraft “currently
flies at a rate well above its original planned usage”.*> We asked the MoD about the usage of
its C-17 aircraft and for how long the aircraft were planned to remain in service. Table 4
provides details on the MoD’s actual usage rate of its C-17 aircraft against the planned
usage.
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Table 4: Planned and actual usage rates for C-17 aircraft

Financial Year Planned usage rate Actual usage rate
Hours for the C-17 fleet Hours for the C-17 fleet

2001-02 3,000 3,377

2002-03 3,000 5,745

2003-04 4,000 5,592

2004-05 5,800 5,727

2005-06 5,800 6,375

Source: MoD?%
Note: The increase in planned usage rates in 2003-04 and 2004-05 was because of additional crews.

60. For the financial year 2006-07, the C-17 aircraft fleet had accumulated in the region of
5,720 flying hours by the end of January 2007 and was expected to achieve some 7,000
flying hours by the end the financial year.** We were concerned about the high level of
usage of the C-17 aircraft and how this might affect the lease, and also whether the
increased usage rates put more stress on these aircraft. AVM Leeson told us that the lease
was very flexible and allowed the MoD to “increase the hours beyond the baseline entry”.
He acknowledged that the MoD had, because of the tempo of current operations and the
usefulness of the aircraft, “certainly increased quite considerably the number of hours that
we get off that fleet”.

61. In terms of stress to the aircraft, AVM Leeson did not view this as a problem as when
the aircraft were undertaking Strategic Lift tasks they spent a lot of time airborne rather
than manoeuvring close to the ground in tactical flying. He said he was “very comfortable
that we are not in any way putting ourselves into a difficult period because we are using
them much more than originally planned”.*® The MoD expected all four leased C-17
aircraft to remain in service until 2031.%

62. The leasing of four C-17 large transport aircraft, which are to be purchased when
the lease ends, has greatly increased the MoD’s strategic air-lift capability and
performed extremely well. We welcome the fact that these four aircraft will be
purchased once the lease ends and that the MoD is to purchase a fifth C-17 aircraft. We
recommend that the MoD should commission a detailed analysis of the medium and
longer term consequences of the high level of use of the C-17 and C-130 Hercules fleets,
and should publish the results of that analysis as soon as possible.
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Possible additional purchases

63. Given the good performance of the C-17 aircraft and the continuing high tempo of
operations, and the fact that it will be some years before the A400M aircraft comes into
service, we asked if the MoD had enough C-17 aircraft and whether consideration should
be given to purchasing additional C-17 aircraft. AVM Leeson said that the MoD was
reviewing whether the balance between the air-lift capacity provided by the MoD’s air-lift
assets and the air-lift capacity it required from the marketplace was right.** He
acknowledged that the MoD had “configured a programme for a situation that is now
being exceeded” and that “causes a number of stresses and stretches in the programme”.*
We pressed AVM Leeson further on whether the MoD needed another C-17 aircraft. He
said that it was not a simple “yes or no answer”, but acknowledged that “there is a need for
analysis of the risks faced in future and the cost-effectiveness of the operations and whether
or not one has the right balance”.”

64. In its submission, The Boeing Company said that the United States Department of
Defense had not requested funding for additional C-17s in the Fiscal Year 2008 budget.
Boeing and its suppliers had been spending their own resources since late 2006 “to protect
the option for production of additional C-17s”. Based on the 34 month lead time necessary
to build a C-17, and in the absence of any US Government commitment to procure
additional C-17s in the future, Boeing directed its suppliers on 2 March 2007 “to stop work
on aircraft beyond current customer commitments....the production line heads towards
complete shutdown in mid-calendar Year 2009”.** This position was also highlighted by
the Royal Aeronautical Society who noted in its submission that the production of C-17
aircraft was at risk of termination because of a lack of orders.”

65. AVM Leeson told us that Boeing’s closure date for the C-17 production line had been
delayed very slightly after a recent re-order by Congress, so that there was “no longer the
need to have a decision tomorrow morning, as it were”. He added that:

Clearly, there is a complex dynamic between the A400M balance, the C-130] balance,
the commercial balance and the C-17 which is why we must get that answer right.”

66. We asked General Figgures whether there were any plans to purchase any further C-17
aircraft in addition to the five already being purchased. He said that:

I am looking at all options as part of this constant review of how we deal with the risk
of the strategic airbridge, so I am in the process of producing advice for ministers. In
due course they will decide and all this will become apparent. That does not say we
are going to buy x, y or z.**
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67. MoD officials are producing advice to ministers setting out options for addressing
possible risks relating to the MoD’s future air-lift requirements. Given the performance
of its C-17 large transport aircraft, the MoD must give consideration to the acquisition
of additional C-17 aircraft. Such a decision needs to be taken quickly given that the C-
17 production line may be closing in the near future.

68. On 20 June 2007, NATO Allies agreed to set up a new NATO agency to acquire and
manage C-17 strategic transport aircraft on behalf of a group of 15 NATO nations (the UK
is not one of the 15) and two Partnership for Peace countries. NATO Secretary General,
Jaap de Hoope Scheffer, welcomed the decision and said that:

The Strategic Airlift Capability (SAC) initiative will help address NATO’s, and
Europe’s, critical shortfall in strategic airlift. This capability will support our current
operations, including in Afghanistan, and will be a pillar of the Alliance’s long-term
transformation”.

The SAC plans to acquire 3-4 C-17 aircraft, the first is expected to be delivered in mid-
2008. The SAC aircraft are to be configured in a similar way as the C-17 aircraft flown by
the US Air Force, Canadian Air Force and the RAF. *°

95 NATO Press Release “Allies Agree on Strategic Airlift Capability initiative”, 20 June 2007
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6 A400M transport aircraft

Background

69. The NAO Major Projects Report 2006 published in November 2006 provided the
following information, as at 31 March 2006, on the A400M programme:

e The A400M is planned to provide tactical and strategic mobility to all three Services. It
will have the ability to operate from airfields and semi-prepared rough landing areas in
extreme climates and all weather conditions by day and night; carrying a variety of
equipment including vehicles and troops over extended ranges; air dropping
paratroops and equipment; and unloaded with the minimum of ground handling
equipment. It will replace the remaining C-130K Hercules fleet.

e A400M is a collaborative programme involving seven European nations (Germany,
France, Turkey, Spain, Belgium, Luxembourg and United Kingdom). A total of 180
aircraft (25 for United Kingdom) are being procured through a contract with Airbus
Military Sociedad Limitada. The design phase is nearing completion and manufacture
activities have commenced.

e The Current Forecast Cost was £2,616 million (£2.62 billion) against an Approved Cost
at Main Gate of £2,744 million (£2.74 billion). This equates to a cost underrun of £128
million.

e The Current Forecast In-Service Date (ISD) was March 2011 against an Approved ISD
at Main Gate of December 2009. This equates to a variation (delay) of 15 months. The
ISD definition is: delivery of 7th aircraft with Strategic Military Aircraft Release and
support arrangements.

e The operational impact of the ISD variation: the Out of Service Date of C-130K aircraft
has been extended to 2012. This matches the planned capability build-up of A400M.
The cost of the life extension of 14 C-130K aircraft is £26 million.*

In-Service Date
Current forecast In-Service Date

70. We asked the MoD to provide an update on the current forecast ISD for the A400M
programme and the reasons for the ISD slippage. It confirmed that the ISD slippage had
not changed since the position reported in the Major Projects Report 2006 and remained at
15 months. The slippage was “due to historic reasons associated with the time required for
German approvals and changed customer requirements”.”” Mr Rowntree said that the 15
month slippage had not resulted from poor performance by industry, but was because of
budgetary and approvals difficulties following the initial approval of the programme.*

96 National Audit Office, Major Projects Report 2006, Project Summary Sheets, HC 23-I1, Session 2006-07, pp 1-7
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Review of the A400M programme

71. Airbus has experienced problems on its A380 commercial aircraft programme.” The
Royal Aeronautical Society noted that “there is some concern that further delays might be
caused [to the A400M] by Airbus’s current problems with its commercial programmes”.'*
In its memorandum, Airbus provided the following reassurance:

Following the production difficulties faced by Airbus on the A380 aircraft, EADS
[the parent company of Airbus] initiated a review of the A400M programme to
assess risks to the final assembly and delivery schedule....The review validated that
the A400M programme is currently progressing according to the contractually
agreed schedule. However, the programme challenges ahead until first delivery to the
French Air Force in October 2009 are assessed as significant and the review clearly
identified several critical risk areas: maturity of some systems design, maturity of
military mission systems and engine modifications, all of which would have resulted
in too much work remaining to be done at the Final Assembly Line, putting first
flight and the flight test programme at risk....It was in this context that a potential
three-month delay in starting final assembly (until the second quarter of 2007) of the
aircraft was announced in January....We are confident that any time lost during
A400M assembly will be recovered in the test phase. Therefore important milestones
such as aircraft certification and the latest forecast in-service date for the UK can still
be met.'"!

72. Mr Rowntree referred to the review undertaken on the A400M programme and said
that lessons learned from other programmes were being learned on the A400M
programme.'®> He accepted that there could never be absolute certainty that an In-Service
Date would not slip and acknowledged that there were a number of risks in the current
phase of the programme. He said that the three month slip to the final assembly line was
regrettable, but he was fairly optimistic that there was “nothing major wrong with this
programme”.'%?

73. Mr Richard Thompson of Airbus Military Sociedad Limitada, believed that the
company was on track to deliver the first seven aircraft on time which would enable the
MoD “to declare the in-service date by the due date”.'™* Mr Fabrice Brégier, Chief
Operating Officer, Airbus, told us that the company had devoted more resources to the
A400M programme, an additional 1,500 people, as Airbus wanted to keep the programme
on track as it was considered a key programme.'?®
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74. We note that the In-Service Date slippage on the A400M programme remains at 15
months, as reported in the Major Projects Report 2006, and that Airbus has devoted
more resources to the programme to keep it on track.

Impact of In-Service Date slippage

75. The original Out of Service Date for the C-130K had been 2010, but had been delayed
by two years because of the delay on the A400M programme. The MoD confirmed that the
cost of extending the lives of 14 C-130K Hercules aircraft remains unchanged from that
reported in the Major Projects Report 2006.'° We asked whether, if there were any further
delays to the A400M programme, it would be possible to extend further the life of these
aircraft. AVM Leeson considered that “more work can be done on the C-130K. The issue
becomes whether or not it is a cost effective thing to do”.!”” He told that for the C-130K
aircraft the MoD has “a small dip in the number of airframes available prior to the current
A400M programme. Should the A400M slip any further that will most probably get slightly
worse”.!%

76. We asked how many C-130K aircraft were being retired in the current financial year,
2007-08. Air Commodore Gunby told us that the MoD had announced the retirement of
four aircraft when they required “very major servicing”, but these were “without theatre
entry standard of equipment” and were not of use to the MoD in current operations.'*”
Three C-130 aircraft had been lost in current operations in Afghanistan and Iraq. AVM
Leeson said that the MoD had the “capacity to be able to backfill the lost frames with UK
fleet aeroplanes which are to theatre entry standard”.""® However, he recognised that

whilst one can do various neat tricks to extend capability and capacity, at the end of
the day sometimes one needs the aeroplane where one needs it and therefore
numbers, rather than activity or volume, count.'!

77. The delay to the A400M programme has required the lives of ageing C-130K
aircraft to be extended. If there are any further delays on the A400M programme, the
scope for further extending the lives of C-130K aircraft may be limited, and expensive,
leaving a potential capability gap. We recommend that the MoD undertakes a full
analysis of the options for bridging a potential capability gap if the A400 programme
experiences any further delays.

Defensive Aids Systems

78. The A400M will be able to undertake Tactical air-lift within the operational theatre,
which the C-130 aircraft currently does.'* The NAO Major Projects Report 2006 refers to a
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reduction in the number of A400M aircraft “to be equipped with Defensive Aids Sub-
System (DASS) from 25 to 9”. The cost saving from this measure is estimated to be £238
million.'” We asked if the A400M would have defensive aids, given that it would be
operating in potentially hostile environments. Mr Rowntree said that the aircraft would be
protected''* and would have a “very capable defensive aid suite”.!'* However, he added that
there was not an “absolute defensive aid solution” and, that even if “you could embody
defensive aids on the production line, that certainly would not protect us through life”
given that threats evolve over time.""® The MoD subsequently told us that “Fuel Tank
Inertion systems”, which perform a similar function to Explosive Suppressant Foam, are to
be fitted to the A400M aircraft.'"’

79. The MoD has assured us that A400M aircraft will be fitted with a Defensive Aid
System and a Fuel Tank Inertion system for protection. We assume these systems will
be fitted to all A400M aircraft and call on the MoD to confirm, in its response to our
report, that this will be the case. It would be a false economy not to fit these systems to
all A400M aircraft during manufacture, only then to retro-fit the systems later at great
expense.

Attrition batch

80. The MoD has lost three C-130 aircraft during current operations and some
commentators have asked whether, if operations are going to be the norm rather than the
exception, the MoD should acquire additional A400M aircraft as an “attrition batch”.!®
We asked General Figgures if he was satisfied that 25 A400M aircraft would be enough,
given the aircraft losses seen during current operations. He told us that he was not satisfied
and that was why he was reviewing the work looking at the overall air-lift position. He
agreed with us that “we have to identify what our potential attrition is—how we would
make that good”.'"”

81. The MoD is acquiring 25 A400M aircraft to replace its C-130K Hercules aircraft
fleet. Several C-130 Hercules aircraft have been lost during current operations and the
MoD is undertaking work to identify likely future attrition rates. We recommend that
the MoD consider acquiring additional A400M aircraft to ensure that the pool of 25
available aircraft is maintained.
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Future Rapid Effect System
Weight challenges

82. We examined the progress on the Future Rapid Effect System (FRES) programme,
which is to provide the Army with a family of medium-weight armoured vehicles, in our
Report The Army’s requirement for armoured vehicles: the FRES programme'?’, published
on 21 February 2007. In our Report we examined the weight challenge facing FRES
vehicles, as the requirement for additional armour in response to the latest generation of
Improvised Explosive Devices (IEDs) inevitably added weight. The additional weight has
made it impractical to transport FRES by C-130] Hercules aricraft, but it is still intended
that it should be transported by the A400M. Sir Peter Spencer, Chief of Defence
Procurement, told us during our FRES inquiry that any further delays to the A400M
project would delay the deployment of FRES.'*' In our FRES Report we noted:

the tension between the requirements that the FRES Utility vehicles provide
sufficient protection and that they will be quickly deployable. The requirement that
the FRES Utility vehicle should be transportable by the C-130] Hercules proved over-
ambitious. It remains to be seen whether transportability by A400M is achievable.'**

83. The Government Response to our Report, published on 11 May 2007, said that:

The decision to remove the requirement for C-130 Hercules deployability reflects the
anticipated change in the balance of the air transport fleet in favour of A400M. It also
reflects the increased protection levels required for FRES which cannot be
accommodated within the C-130 load limit. Transportability by A400M is
recognised as a risk to the programme but is being carefully managed.'*

84. The memorandum from the Royal Aeronautical Society stated that the A400M will be
able to carry FRES “as currently defined (a 37 tonnes payload)”, but points out that
“vehicular weight, airborne or ground based, tends to creep upwards during design, as well
as once in service—20% growth is not unusual. Clearly it would be sensible to ensure that
the FRES specification is consistent with A400M performance”.'**

85. AVM Leeson acknowledged that there had been a trend for armoured vehicles to
become heavier to provide improved protection. He said that, given the security situation
currently faced by UK Service personnel, it was a “considerable worry that with each threat
change there is an inexorable rise in the weight of armour or protection that our various
vehicles are carrying”. As a consequence “it will constantly stress the ability to lift these
vehicles around”. AVM Leeson considered that, so far, the design of the A400M was “living
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up to the FRES demands”. However, he recognised that, if the threat situation changed
further, this issue would have to be looked at very carefully.'*

86. We asked whether the A400M aircraft could cope with the increasing weight of FRES.
Mr Rowntree said that the floor strength of the A400M had been recently strengthened. He
said that the A400M was at a more advanced stage of development compared with FRES.
FRES was “working to around a 25 tonne total size” which would enable A400M to
transport it about 2,000 miles which “would be a very useful lift capability”. However, if the
weight crept up to 32 tonnes, this would reduce the distance that an A400M could
transport FRES.'*

87. Mr Rowntree emphasised that the FRES and A400M teams were in very close dialogue
and the FRES team knew where “the bounds are” for the A400M.”” The MoD did not
know to what extent the A400M could be upgraded through life. However, if FRES weight
increased through life it would “create problems”."”® Mr Thompson said that the floor
reinforcements and the ramp reinforcement for the A400M was a “UK-unique
configuration”.'” He added that it was more difficult to retrofit aircraft than incorporate a
change while it was being built. He thought that with the A400M “we have probably
reached the end of the easy modifications”.!*’

88. We asked about the implications if the weight of FRES went above 32 tonnes. General
Figgures told us that as threats changed, the protection for FRES would have to be
adjusted, and would have to be tuned to a particular threat. This could mean that there
would be different mixtures of armour for different threats which could be taken on and
off the vehicle. He considered that if FRES went above 32 tonnes, the MoD would be “able
to fly the base vehicle with a base level of protection and then we would increase that
protection once we got into theatre”.”®! We asked whether this would mean that more
aircraft would be required to transport the same number of FRES vehicles. General
Figgures said that would be the case if the MoD deployed all its FRES vehicles by air:

but the proposition would be that we would fly FRES, if necessary, for say a small
scale focused intervention where speed of reaction was important, and we would
have sufficient air fleet to be able to air land the appropriate sub-unit and framework
of the battlegroup that was going to be deployed.

He added that for a small scale focused deployment “we require that rapidity. For a more
deliberate intervention....the Strategic Lift could well be provided by sea”.'**

89. It has recently been reported in the media that the MoD had asked Airbus whether a
FRES vehicle weighing 36 tonnes could be transported on A400M aircraft and that, while
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the company considered this achievable, it was not within the current price and schedule
terms of the UK’s A400M contract.'”

90. It is intended that the MoD’s Future Rapid Effect System (FRES), a family of
medium-weight armoured vehicles, are to be transportable to operational theatres by
A400M aircraft. However, the increased weight of FRES could lead to it becoming too
heavy to be transported by A400M or could substantially reduce the distance that the
vehicles could be transported. The weight of FRES must be carefully monitored and
managed, both during development and when in-service, to avoid a situation where the
UK Armed Forces will have a new generation of armoured fighting vehicles which
cannot be deployed rapidly overseas.

Support and maintenance

91. In its memorandum Marshall Aerospace stated that the A400M would provide a
significant boost to the MoD’s air-lift capacity, but raised concerns about the MoD’s
approach to supporting the aircraft as it could see “no evidence that the MoD is taking due
account of the sovereignty issues for A400M, as specified in the DIS [Defence Industrial
Strategy]”."** We asked the MoD about the arrangements for supporting and maintaining
the A400 aircraft when it enters service. The development and production contract with
Airbus includes some support provision, but was not “a full support solution of a modern
kind”."*> Mr Rowntree said that further work was being undertaken to consider what the
support solution might look like which included looking at “possible collaborative and UK
national options”."*

92. We sought confirmation that the support arrangement would provide the UK with
sovereign national capability. Mr Rowntree said that the design authority for the aircraft
was not “at the moment UK-based” and this required the MoD to make sure that there
were arrangements with an “onshore expert provider....and we are working, along with a
number of suppliers, to make sure that we make those right decisions to keep the capability
we need”."”” He considered that there were certain elements of the support arrangement
that “sensibly should be pan-European”."*® The MoD is undertaking work to identify a
support and maintenance arrangement for the A400M aircraft when it enters service.
The MoD needs to ensure that the arrangement identified provides the UK with
operational sovereignty.

Lessons from the programme

93. Collaborative defence equipment programmes, for example Eurofighter Typhoon, have
in the past often experienced both cost overruns and delays. We asked how the lessons
from such programmes had been learned on the A400M programme. Mr Rowntree said
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that in launching the A400M programme, efforts were made to ensure that some of the
inflexibilities and difficulties experienced on the Eurofighter Typhoon programme were
not brought into the A400M programme. He said that:

On Eurofighter we had some inflexible arrangements, such as fixed work shares
between nations, and quite a bureaucratic process. With A400M we are following
what we call a commercial approach, which is a fixed price contract with Airbus with
key delivery milestones, and once the contract is placed, the nations really do not
manage it by committee any more. It is the same as a commercial Airbus product
would be managed. It is then up to the company to manage the programme and, in
fact, we do not have a fixed work-share arrangement.'*

94. In its submission, the Royal Aeronautical Society said that the acquisition of the
A400M had not been one of Europe’s successes and “must hold some kind of all-comers
record for protracted development”. However, it acknowledged that an important
breakthrough came when responsibility for developing the aircraft was assumed by the
Airbus consortium, as Airbus had brought commercial discipline to the programme.'*

95. Mr Francisco Ferndndez Sdinz, Managing Director, Airbus Military Sociedad Limitada,
had been involved in the Eurofighter Typhoon programme and considered that the
arrangements for the A400M programme were much better because “you have one
company, you have one agency, no interference from the nations”. However, he considered
that the nine years to develop the specification and to refine the A400M aircraft had been
too long. He thought that more money should be spent on the development phase of
programmes like the A400M."*! Mr Thompson considered that:

If there is a lesson to be learned, I think it is that a single-phase, fixed-price, fixed
deadline contract with very little opportunity....for the customer to change his mind,
because of the shortness of the delivery period, is a positive lesson to be learned”.'**

96. The A400M programme is a European collaborative programme, but has been
structured in a way to avoid some of the problems experienced on past collaborative
programmes, such as Eurofighter. We recommend that the MoD evaluate those aspects
of the A400M programme which have gone well, and those aspects which have gone less
well, such as the very long development phase, and ensure that the lessons are applied
to future collaborative programmes.
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7 Future Strategic Tanker Aircraft

Background

97. In addition to providing air-to-air refuelling, the MoD’s elderly tanker aircraft fleet also
provides a Strategic Lift capability by transporting passengers and freight. The MoD plans
to replace its current tanker aircraft with new tanker aircraft which will also transport
passengers to operational theatres. The NAO Major Projects Report 2006 provided the
following information, as at 31 March 2006, on the Future Strategic Tanker Aircraft
(FSTA) programme:

e FESTA is planned to replace the air refuelling and some elements of air transport
capability currently provided by the RAF’s fleet of VC-10 and TriStar aircraft.

e FSTA was nominated as a potential Private Finance Initiative (PFI) project in 1997. An
Assessment Phase, designed to confirm whether PFI would offer best value for money,
was launched following Initial Gate approval in December 2000. The Assessment Phase
is intended to confirm industry’s ability to meet the service requirement, programme
timescales and costs. It is also required to determine whether the inclusion of Air
Transport capability in the contract will represent value for money, and clarify the
manning and personnel implications.

e After a competition and several years of complex PFI negotiations AirTanker Ltd, a
consortium of EADS, Rolls Royce, Cobham, and Thales were judged to offer the best
prospective PFI solution. VT Group joined the consortium shortly after.

e Following subsequent resolution of key commercial terms, the Secretary of State
announced on 28 February 2005 that AirTanker Ltd had been selected as Preferred
Bidder for FSTA. A final decision on the PFI deal for the FSTA programme can be
made only when negotiations are complete, the detailed contract is agreed, and the
risks to the programme are fully understood.

e While the MoD, in consultation with the rest of Government, hopes to complete its
assessment soon, further progress has to be made with AirTanker towards agreeing a
fully developed contract covering all the commercial terms and service provision
aspects. This has led to a further extension, and increase in investment to the
Assessment Phase in order to further de-risk the Main Gate Business Case.'*?

98. No details are provided in the Major Projects Report 2006 on the forecast cost or
forecast In-Service Date for the FSTA programme. The NAO Major Projects Report 2005,
published in November 2005, provided the following details on the target date for Main
Gate Approval, forecast In-Service Date, and the forecast cost of the PFI programme:

e Target date for Main Gate Approval—January 2002; Current forecast date of Main
Gate Approval—September 2005; Variation—44 months later than planned.

e Forecast In-Service Date at Initial Gate—January 2007 (Earliest), January 2009 (Latest).

143 National Audit Office, Major Projects Report 2006, Project Summary Sheets, HC 23-I1, Session 2006-07, pp 163-164
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e Forecast cost of PFI programme at Initial Gate—£12.4 billion (Most Likely), £13.9
billion (Maximum).!*

99. Table 5 summarises the key points on the FSTA programme provided in the written
submissions by AirTanker and Rolls-Royce.

Table 5: Key points on the FSTA programme from the AirTanker and Rolls-Royce
written submissions

Organisation Key points from written evidence

AirTanker We are.... proud to have been chosen by the MoD to provide the RAF with a fleet
of new, modern, highly reliable, commercially proven Airbus A330-200 aircraft
equipped with modern Defensive Aids Suites (DAS) and capable of carrying 300
passengers under the Future Strategic Tanker Aircraft (FSTA) programme.
AirTanker has been in discussion with the MoD about providing a replacement for
its air transport (AT) and air-to-air refuelling (AAR) service since 2001.

AirTanker will operate a fleet of 14 converted Airbus A330-200 tanker transport
aircraft, and provide integrated all-inclusive services, enabling the RAF to utilise
these aircraft in both AAR and AT roles in all scenarios. The RAF is able to fly and
retain full operational control of the aircraft, which are provided under a PFI
service. AirTanker anticipates contract signature by the end of 2007, with the first
aircraft entering service in 2011; the 27-year contract will ensure the availability of
the capability until 2034.

The flexibility, capability and availability offered by AirTanker means each aircraft
can be significantly more productive than those in today’s fleet and markedly
improves the customer experience of passengers. It is already widely recognised
that FSTA will modernise the RAF’s vital AAR capability, and we believe that it will
become increasingly understood that it will also bring about a profound and
much-needed improvement in the RAF's strategic lift capability.145

Rolls-Royce There is confidence that the AirTanker service will begin on time - it is a carefully
constructed low risk programme for MoD....The contract has been designed to
allow flexibility in the usage of the fleet between AAR [Air to Air Refuelling] and
AT [Air Transport]....From the outset, aircraft can be tasked for either AAR of for
AT. Rolls-Royce recognises the pressure on the RAF’s transport fleet and the desire
to see the FSTA fleet enter service. The Company is working with fellow
shareholders and MoD to close this deal and launch the programme.146

Source: AirTanker and Rolls-Royce

Requirement for new tanker aircraft
Current tanker aircraft fleet

100. The MoD has a mixed tanker fleet consisting of TriStar and VC-10 aircraft. The MoD
has nine TriStar aircraft. All previously saw airline service, six were owned by British
Airways and three by Pan American. The aircraft were purchased by the MoD in the early
1980s. Six of the aircraft were modified into air-to-air refuelling tanker aircraft and also
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provide air-transport (passengers and freight). Three of the aircraft are largely unchanged
from their airline days and operate only in the passenger role.'*

101. The TriStar aircraft were manufactured between 1979 and 1980 and, on current plans,
the TriStar fleet will reach its Out of Service Date “towards the middle of the next
decade”.'* Given the age of the TriStar fleet, we asked about TriStar’s availability. Table 6
provides details on the MoD’s planned TriStar availability rates and the achieved
availability rates, and shows that for 2003-04, 2004-05 and 2005-06, the achieved
availability rates fell well short of the planned availability rates. In 2005-06, the TriStar’s
achieved availability was only 69% of the planned availability.

Table 6: Planned and achieved availability rates for TriStar aircraft

Financial Year Planned availability rates Achieved availability rates
Hours Hours (%)

2003-04 9,561 8,879 (92.9%)

2004-05 10,561 8,657 (82.0%)

2005-06 11,191 7,693 (68.7%)

Source: MoD'#

102. In its submission, Marshall Aerospace stated that it had offered additional TriStar
aircraft to supplement the RAF’s fleet.'”® AVM Leeson was not aware of the offer, but said
that the analysis undertaken to date did “not favour the purchase of more old aircraft like
TriStar” and the analysis in recent months showed that the purchase of more TriStar
aircraft was not a viable option.""

103. The MoD has 16 VC-10 aircraft. Six of these aircraft are predominantly air-to-air
tanker aircraft with very limited passenger carrying capability. The other ten aircraft
provide air-to-air refuelling and air transport (passengers and freight). These aircraft were
procured by the MoD in the 1960s'** and were converted to the air-to-air refuelling role in
1993."** The RAF’s website states that “the VC-10 is now reaching the end of its service
life”.'*

104. We asked how long the VC-10 aircraft could keep flying. Air Commodore Gunby was
confident that that the VC-10 aircraft could be maintained in service and would continue
flying until the introduction of the FSTA."*> AVM Leeson acknowledged that the cost of
keeping the VC-10 aircraft in operation was “already very high” and more expensive than a
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TriStar, because of the aircraft’s age."”® Air Commodore Gunby accepted that there would
be some point beyond the introduction of the FSTA when “one would have to invest a
disproportionate amount to maintain the fleet in service”.'” We asked at what point it
would become prohibitively costly to keep the VC-10 fleet in service. AVM Leeson did not
think that the MoD were “at the prohibitive point yet”, although he added that:

I would dearly love the FSTA service to start earlier....We would be delighted to be
in a position to have got rid of the VC-10 far earlier than we have, but technically the
programme can be continued even if FSTA slipped further.'*®

Mr Rowntree considered that both TriStar and VC-10 had the capability to run longer and
it was “just a matter of making those investments and making those decisions at the right
time points”."*

105. The MoD’s current tanker aircraft fleet consists of elderly TriStar and VC-10
aircraft which are becoming increasingly expensive to keep in service. We note that
MoD considers that these aircraft can be maintained in service until the Future
Strategic Tanker Aircraft (FSTA) is available, although it acknowledges that there
would come a point where the cost of maintaining the aircraft would become
prohibitive.

Safety issues

106. We had heard concerns about the safety of the TriStar and VC-10 fleets. AVM Leeson
told us that the MoD

take the safety of our air, land and sea systems extremely seriously and the process by
which we ensure that those best able to discharge those safety responsibilities, the
people in charge, do so, is subject to some very firm and careful delegations.'*

We asked AVM Leeson whether he was satisfied that the TriStar and VC-10 fleets were

> 161

safe. He said “yes, absolutely”.

Issues on the FSTA programme
Forecast In-Service Date

107. In its memorandum, the MoD states that it plans to have the FSTA in service by the
turn of this decade. We asked when the first FSTA would be in operational service. Mr
Rowntree told us that “assuming that the approval comes through very shortly....and the
programme runs as expected, it will start to deliver its first aircarft in 2011”."** He added
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that if the approval was given, the next phase was to enter a “funding competition”, and
“we would expect to close the contract in November [2007]”.'** General Figgures’ planning
assumption was that the first FSTA would be in service in 2011, although he added that, as

for the A400 programme, there were risks which had to be managed.'**

Private Finance Initiative

108. Given that the FSTA was nominated as a potential Private Finance Initiative (PFI)
project in 1997, we asked why the process of agreeing a deal had taken so long. Mr
Rowntree said that this was “about the biggest PFI” the MoD had been involved in and it
passed a large amount of risk to industry and

the consequence of that risk transfer is that industry needs to be very confident that
they understand the requirement and how they are going to deliver it, and that does
take a long time....we have done a massive amount of work in these early phases to
make sure that the solution is very robust, both financially and technically.'®®

109. Mr Rowntree considered that the FSTA PFI solution was a value for money
solution.'®® We asked what analysis had been undertaken to demonstrate that PFI was the
best solution. Mr Rowntree said that they had compared the PFI deal with the cost of a
conventional procurement, and it was value for money compared to a conventional
procurement. He added that the MoD had “taken an informed judgment as to what the
through-life cost of this deal will be, considering also the availability of this service”. He
emphasised that the MoD was buying a service, not an aircraft.'” Mr Fernandez Sdinz
considered that “PFI is a process, in my opinion, that is too long....it is an expensive
Way”.168

110. We asked the MoD how much the FSTA PFI deal would cost and how much it would
have cost under a conventional procurement approach.'®® The MoD told us that the price
of the PFI deal was commercially sensitive and that “premature release of FSTA financial
data” could harm MoD’s commercial position during the PFI funding process. The MoD
would not, therefore, release the information we had requested. However, the MoD
informed us that:

AirTanker was declared Preferred Bidder following competition and the
consortium’s bid has been subjected to Investment Appraisal against a Public Sector
Comparator. Our analysis has confirmed that AirTanker’s PFI proposal offers a
Value For Money solution. The overall Whole Life Cost of the programme is
expected to be in the order of £13 billion.'”
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111. We note that the MoD considers that a Private Finance Initiative (PFI) deal for the
Future Strategic Tanker Aircraft (FSTA) programme offers better value for money
than acquiring the aircraft under a conventional procurement approach.

112. The FSTA programme was nominated as a potential PFI project in 1997, but some
ten years later a deal has yet to be finalised. We expect the MoD to identify the reasons
why this project has taken so long, and the lessons for future projects where the MoD is
considering a PFI approach.

113. On 6 June 2007, the Minister of State, Adam Ingram, announced that the MoD had
decided

to proceed towards financial and contractual close of the Future Strategic Tanker
Aircraft (FSTA) project PFI deal....Extensive evaluation of the final bid has
demonstrated that PFI offers a cost effective solution to this requirement and we are
now proceeding towards financial and contractual close of the deal with AirTanker
Ltd. We expect AirTanker Ltd. to now begin the fund raising process.'”!

In his statement, the Minister said that the FSTA remained “a complex and challenging PFI
programme” and contract signature was “dependent upon the outcome of the PFI fund
raising process”.'”

114. The announcement was welcomed by Air Chief Marshal Sir Glenn Torpy, Chief of the
Air Staff, who said that:

Air-to-air refuelling and strategic airlift are fundamental to the UK’s expeditionary
capability and FSTA is a crucial part of that. Although our current fleets of VC-10
and TriStar aircraft are doing a superb job, both fleets are coming towards the end of
their useful lives. I am, therefore, delighted that this key milestone has been achieved,
and I look forward to getting the new aircraft and facilities into service as soon as
possible.'”

115. We welcome the news that MoD has decided to proceed towards financial and
contractual close of the FSTA PFI deal. However, challenges still remain on the project
as the funding has still to be raised. It is important that the MoD works closely with the
contractor, AirTanker Ltd, so that the PFI deal can be finalised quickly. We consider it
vital that the FSTA aircraft enter service as soon as possible, given the need for
improved air transport for Service personnel.

International partners on the programme

116. Other nations, such as Australia, France and the United States also have a requirement
for new tanker aircraft. We asked whether there was an opportunity for other nations to
join the UK’s FSTA programme. AVM Leeson said he was “not aware of significant
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overtures for participation in the FSTA programme as currently configured”.'”* Mr
Rowntree said that the MoD had spoken to other countries, including France, and General
Figgures added that the discussions with France were not about a joint programme, but
about the lessons that “the French could take from us in terms of providing this service”.'””
However, as part of our inquiry into the future of NATO, a representative of the
Committee was told by Frangois Lureau, National Armaments Director at the Délégation
Générale pour '’Armement, that France was interested in becoming a partner in the FSTA
programme. We note that other countries also have a requirement for new tanker
aircraft. The MoD should consider whether there is scope for another country to
become a partner on the FSTA given the financial and inter-operability benefits that

this might offer.
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Annex: List of Abbreviations

AAR
AT
AVM
BATUS
CDS
DAS
DASS
DIS
EMS
FRES
FSTA
IED
ISD
LSD(A)
MARS
MoD
NAO
PFI
PUS
RAF
Ro-Ro
SAC
SDR
UK
UOR
US

USAF

Air-to-Air Refuelling

Air Transport

Air Vice-Marshal

British Army Training Unit Suffield
Chief of the Defence Staft
Defensive Aids Suite

Defensive Aids Sub-System
Defence Industrial Strategy
Foreign Military Sales

Future Rapid Effect System
Future Strategic Tanker Aircraft
Improvised Explosive Device
In-Service Date

Landing Ship Dock (Auxiliary)
Military Afloat and Sustainability
Ministry of Defence

National Audit Office

Private Finance Initiative
Permanent Under Secretary of State
Royal Air Force

Roll-on Roll-off

Strategic Airlift Capability
Strategic Defence Review

United Kingdom

Urgent Operational Requirement
United States

United States Air Force
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Conclusions and recommendations

1. Strategic sea-lift enables large volumes of defence equipment and stores to be
transported to operational theatres in the most cost-effective way, but early political
and military decision-making is needed if sea-lift is to be possible. We recommend
that the MoD identify how the speed of its decision-making could be improved
further in order to maximise the use of sea-lift. (Paragraph 15)

2. Strategic air-lift is an expensive option for transporting equipment and stores when
compared with strategic sea-lift, but is the fastest option for transporting equipment
and stores needed urgently in theatre. When using strategic air-lift, the MoD must
ensure that the lift capacity of aircraft is fully utilised, giving priority to the
equipment and stores urgently needed in theatre. However, where spare capacity is
available, it makes sense to transport other items which are not needed as urgently,
rather than “fly fresh air”. (Paragraph 17)

3. We note that the transportation of equipment through third countries to support
current operations in Iraq and Afghanistan has generally not caused any problems.
(Paragraph 19)

4.  We are pleased to learn that the Ro-Ro container ships have performed very
effectively in both supporting current operations and undertaking other tasks, and
note that the MoD considers that the six ships are sufficient to meet its current
needs. (Paragraph 22)

5.  We note that in addition to the six Ro-Ro container ships, the MoD’s four Landing
Ship Dock (Auxiliary) vessels can also be used in a strategic sea-lift role, although
they have only been used once to date in such a role. (Paragraph 25)

6.  The MoD has good arrangements to access commercial shipping and has, to date,
secured the commercial shipping it required to supplement its own sea-lift capability.
However, the commercial shipping market is reducing. We recommend that the
MoD undertake a detailed analysis of the commercial shipping market with the aim
of assessing whether it will be able to secure access to commercial shipping in the
quantities and timeframes necessary to meet its future needs. (Paragraph 32)

7.  We are very concerned that a high proportion of the current transport and tanker
aircraft are not available for immediate deployment to undertake the required tasks.
While modifications are often the reason for aircraft not being available,
maintenance is also a key factor, and reflects the fact that the MoD has an ageing
transport and tanker aircraft fleet which is being flown at an unexpectedly high level
in very punishing conditions. While new transport and tanker aircraft are in the
pipeline, it will be some years before they enter service. We have real doubts as to
whether the current transport and tanker fleet can provide the level of availability
required between now and when these new aircraft come into service. (Paragraph
38)

8.  The MoD makes extensive use of commercial air-lift for transporting freight and
personnel to supplement its own air-lift assets, and is reviewing whether the current
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10.

11.

12.

13.

14.

15.

balance between the air-lift capacity provided by its own air-lift assets and the air-lift
capacity it requires from the marketplace is right. The MoD should complete its
review as quickly as possible and ensure that the recommendations are implemented
tully. (Paragraph 46)

We welcome the action that has been taken to improve the reliability of the airbridge
and to improve the experience of service personnel being transported to and from
the UK and operational theatres. The MoD should not underestimate the impact on
the morale of Service personnel of delays returning to the UK, particularly if the
delays cut into a short period of leave. The MoD must monitor closely issues relating
to the airbridge and ensure that the improvements in hand are fully implemented.
(Paragraph 53)

The leasing of four C-17 large transport aircraft, which are to be purchased when the
lease ends, has greatly increased the MoD’s strategic air-lift capability and performed
extremely well. We welcome the fact that these four aircraft will be purchased once
the lease ends and that the MoD is to purchase a fifth C-17 aircraft. We recommend
that the MoD should commission a detailed analysis of the medium and longer term
consequences of the high level of use of the C-17 and C-130 Hercules fleets, and
should publish the results of that analysis as soon as possible. (Paragraph 62)

MoD officials are producing advice to ministers setting out options for addressing
possible risks relating to the MoD’s future air-lift requirements. Given the
performance of its C-17 large transport aircraft, the MoD must give consideration to
the acquisition of additional C-17 aircraft. Such a decision needs to be taken quickly
given that the C-17 production line may be closing in the near future. (Paragraph 67)

We note that the In-Service Date slippage on the A400M programme remains at 15
months, as reported in the Major Projects Report 2006, and that Airbus has devoted
more resources to the programme to keep it on track. (Paragraph 74)

The delay to the A400M programme has required the lives of ageing C-130K aircraft
to be extended. If there are any further delays on the A400M programme, the scope
for further extending the lives of C-130K aircraft may be limited, and expensive,
leaving a potential capability gap. We recommend that the MoD undertakes a full
analysis of the options for bridging a potential capability gap if the A400 programme
experiences any further delays. (Paragraph 77)

The MoD has assured us that A400M aircraft will be fitted with a Defensive Aid
System and a Fuel Tank Inertion system for protection. We assume these systems
will be fitted to all A400M aircraft and call on the MoD to confirm, in its response to
our report, that this will be the case. It would be a false economy not to fit these
systems to all A400M aircraft during manufacture, only then to retro-fit the systems
later at great expense. (Paragraph 79)

The MoD is acquiring 25 A400M aircraft to replace its C-130K Hercules aircraft
fleet. Several C-130 Hercules aircraft have been lost during current operations and
the MoD is undertaking work to identify likely future attrition rates. We recommend
that the MoD consider acquiring additional A400M aircraft to ensure that the pool
of 25 available aircraft is maintained. (Paragraph 81)
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It is intended that the MoD’s Future Rapid Effect System (FRES), a family of
medium-weight armoured vehicles, are to be transportable to operational theatres by
A400M aircraft. However, the increased weight of FRES could lead to it becoming
too heavy to be transported by A400M or could substantially reduce the distance that
the vehicles could be transported. The weight of FRES must be carefully monitored
and managed, both during development and when in-service, to avoid a situation
where the UK Armed Forces will have a new generation of armoured fighting
vehicles which cannot be deployed rapidly overseas. (Paragraph 90)

The MoD is undertaking work to identify a support and maintenance arrangement
for the A400M aircraft when it enters service. The MoD needs to ensure that the
arrangement identified provides the UK with operational sovereignty. (Paragraph
92)

The A400M programme is a European collaborative programme, but has been
structured in a way to avoid some of the problems experienced on past collaborative
programmes, such as Eurofighter. We recommend that the MoD evaluate those
aspects of the A400M programme which have gone well, and those aspects which
have gone less well, such as the very long development phase, and ensure that the
lessons are applied to future collaborative programmes. (Paragraph 96)

The MoD’s current tanker aircraft fleet consists of elderly TriStar and VC-10 aircraft
which are becoming increasingly expensive to keep in service. We note that MoD
considers that these aircraft can be maintained in service until the Future Strategic
Tanker Aircraft (FSTA) is available, although it acknowledges that there would come
a point where the cost of maintaining the aircraft would become prohibitive.
(Paragraph 105)

We note that the MoD considers that a Private Finance Initiative (PFI) deal for the
Future Strategic Tanker Aircraft (FSTA) programme offers better value for money
than acquiring the aircraft under a conventional procurement approach. (Paragraph
111)

The FSTA programme was nominated as a potential PFI project in 1997, but some
ten years later a deal has yet to be finalised. We expect the MoD to identify the
reasons why this project has taken so long, and the lessons for future projects where
the MoD is considering a PFI approach. (Paragraph 112)

We welcome the news that MoD has decided to proceed towards financial and
contractual close of the FSTA PFI deal. However, challenges still remain on the
project as the funding has still to be raised. It is important that the MoD works
closely with the contractor, AirTanker Ltd, so that the PFI deal can be finalised
quickly. We consider it vital that the FSTA aircraft enter service as soon as possible,
given the need for improved air transport for Service personnel. (Paragraph 115)

We note that other countries also have a requirement for new tanker aircraft. The
MoD should consider whether there is scope for another country to become a
partner on the FSTA given the financial and inter-operability benefits that this might
offer. (Paragraph 116)
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Formal minutes

Tuesday 26 June 2007
Members present:

Mr James Arbuthnot, in the Chair

Linda Gilroy Mr Brian Jenkins

Mr David Hamilton Robert Key

Mr Adam Holloway Willie Rennie
Strategic Lift

The Committee considered this matter.

Draft Report (Strategic Lift), proposed by the Chairman, brought up and read.

Ordered, That the Chairman’s draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 116 agreed to.

Annexes (Summary and List of Abbreviations) agreed to.

Resolved, That the Report be the Eleventh Report of the Committee to the House.

Ordered, That the Chairman make the report to the House.

Ordered, That embargoed copies of the report be made available, in accordance with the
provisions of Standing Order No. 134.

Ordered, That several Papers relating to Strategic Lift be reported to the House for printing
with the Report [together with certain Memoranda reported and ordered to be published
on 24 April].

[Adjourned till Tuesday 3 July at 10.00 am.
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Witnhesses

Tuesday 24 April 2007 Page

Air Vice-Marshal Kevin Leeson, Assistant Chief of the Defence Staff

(Logistics Operations) (until 5 April 2007), Brigadier Jeff Mason, Director

Defence Supply Chain Operations and Movements, and Air Commodore

Anthony (Tony) Gunby, Air Officer, Air Transport and Air-to-Air Refuelling,

Headquarters 2 Group, RAF Ev 1

Tuesday 22 May 2007

Lieutenant General Andrew Figgures CBE, Deputy Chief of the Defence
Staff (Equipment Capability), and Mr Tim Rowntree, Director General Air
Support, Ministry of Defence Ev 17

Mr Fabrice Brégier, Chief Operating Officer, Airbus, Mr Francisco Fernandez

Sainz, Managing Director, Mr Richard Thompson, Senior Vice President,

Airbus Military Sociedad Limitada, and Mr Charles Paterson, Head of A400M

programme, Airbus UK Ev 28
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List of written evidence

Royal Aeronautical Society

Borough of Telford and Wrekin

AirTanker

Airbus UK

Lockheed Martin UK

Marshall Aerospace

The Boeing Company

Ministry of Defence

Rolls-Royce

Supplementary memorandum from Ministry of Defence
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Further supplementary memorandum from Ministry of Defence

Ev 34
Ev 35
Ev 36
Ev 37
Ev 40
Ev 41
Ev 43
Ev 44
Ev 48
Ev 49
Ev 50
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List of Reports from the Committee during
the current Parliament

The reference number of the Government'’s response to each Report is printed in brackets
after the HC printing number.

Session 2005-06
First Report
Second Report
Third Report
Fourth Report

Fifth Report
Sixth Report
Seventh Report
Eighth Report

Ninth Report
Tenth Report
Eleventh Report
Twelfth Report

Thirteenth Report

Fourteenth Report

Session 2006-07
First Report
Second Report
Third Report

Fourth Report

Fifth Report
Sixth Report
Seventh Report

Eighth Report

Ninth Report

Tenth Report

Armed Forces Bill
Future Carrier and Joint Combat Aircraft Programmes
Delivering Front Line Capability to the RAF

Costs of peace-keeping in Iraqg and Afghanistan: Spring
Supplementary Estimate 2005-06

The UK deployment to Afghanistan
Ministry of Defence Annual Report and Accounts 2004-05
The Defence Industrial Strategy

The Future of the UK’s Strategic Nuclear Deterrent: the
Strategic Context

Ministry of Defence Main Estimates 2006-07
The work of the Met Office
Educating Service Children

Strategic Export Controls: Annual Report for 2004,
Quarterly Reports for 2005, Licensing Policy and
Parliamentary Scrutiny

UK Operations in Iraq

Armed Forces Bill: proposal for a Service Complaints
Commissioner

Defence Procurement 2006
Ministry of Defence Annual Report and Accounts 2005-06

Costs of operations in Irag and Afghanistan: Winter
Supplementary Estimate 2006-07

The Future of the UK’s Strategic Nuclear Deterrent: the
Manufacturing and Skills Base

The work of the Committee in 2005 and 2006
The Defence Industrial Strategy: update

The Army’s requirement for armoured vehicles: the FRES
programme

The work of the Defence Science and Technology
Laboratory and the funding of defence research

The Future of the UK’s Strategic Nuclear Deterrent: the
White Paper

HC 747 (HC 1021)
HC 554 (HC 926)

HC 557 (HC 1000)
HC 980 (HC 71136)

HC 558 (HC 1217)
HC 822 (HC 1293)
HC 824 (HC 1488)
HC 986 (HC 1558)

HC 1366 (HC 1601)
HC 823 (HC 1602)
HC 1054 (HC 58)
HC 873 (Cm 6954)

HC 1241 (HC 1603)
HC 1711 (HC 180)

HC 56 (HC 318)
HC 57 (HC 376)
HC 129 (HC 317)

HC 59 (HC 304)

HC 233 (HC 344)
HC 177 (HC 481)
HC 159 (HC 511)

HC 84 (HC 512)

HC 225-1 and -l (HC
551)

Cost of military operations: Spring Supplementary Estimate HC 379 (HC 558)

2006-07
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