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Prime Minister's Office ONrratirente

Date

Miss E B Chaplin MBE D/89(Air)/51/23 18
Protocol and Conference Department 5
Foreign and Commonwealth Office W November 1981

P M Coston Esq .
Establishment Division ’ L
Northern Ireland Office NA_ATY

CHARGES FOR RAF ATRCRAFT .OF NO 32 SQUADRON

1. As explained in my PUS's letter PUS/81/1400/1/16 of 9 Sgpfember, the
charges to be raised with effect from 1 October 1981 for the use of aircraft

of No 32 Squadron by the Prime Minister, the Foreign and Commonwealth Secretary
and the Northern Ireland Secretary would be agreed between MOD and Treasury.

2 The resultant rates for the hire of the whole aircraft are:
a. HS125 - £1,280 per flying hour
10)05 Andover - £1,310 " " H

They are based on commercial charges with an enhancement for the added security
and convenience provided. As for other RAF rates, the hourly charge includes
an allowance to cover all landing fees, navigation services and passenger
supplements. Waiting time will be paid for in the usual way, ie first three
hours free and then £24 an hour thereafter.

3. These rate will be reviewed at the beginning of each year with the aim of
producing revised rates that will be adhered to, barring major variations in
commercial charter costs, for the whole of the following Financial Year.

L, Other use of aircraft of No 32 Squadron will continue to be charged for
at full coste.

5. I am copying this letter to A A Jackson, Treasury, and E J Needle, Civil
Service Department.
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H M Treasury

Parliament Street London SWIP 3AG

Switchboard 01-233 3000
Sir Douglas Wass GCB Direct Dialling 01-233 3620

Permanent Secretary

W Rickett Esq

10 Downing Street

LONDON

SW1 6 October 1981

f)ﬁ‘/ il
TRAVEL IN VC1Os: JOURNALISTS ACCOMPANYING MINISTERS

Following the recent correspondence and our conversationslast
week, I promised to speak to our expert on fees and charges policy.
We had agreed with Andrew Burns, provisionally, that it would be
best to have further discusg%ggs at working level. I am told

that the Ministry of Defence/already proposed such discussions,

so private offices, for the moment at least, can drop out.

I have asked our people to ensure that the Foreign Office are
invited to the meeting. If anyone has any further enquiries,

I suggest they contact Chris Richards here on 233-3938.

I am copying this letter to Andrew Burns (FCO), Douglas King (MOD),
Jeremy Colman (CSD) and Jonathan Philips (DOT).

}wé:jﬁ e

C R PICKERING
Private Secretary

~




Foreign and Commonwealth Office

London SWIA 2AH

30 September 1981

C A Whitmore Esq
10 DOWNING STREET

wes (:jLw~L
} ’
TRAVEL IN VC10s: JOURNALISTS ACCOMPANYING MINISTERS

1. We were most interested to see Douglas King's letter

of 14 Sé¢ptember and your reply of September about the
charges which journalists are asked to pay when accompanying
Ministers using RAF VC1l0s. We have for some time had
reservations about charging non-official passengers a
premium on commercial fares. We are therefore glad to
respond to your invitation to comment.

2. We would favour a policy which enabled Departments to

make the optimum use of any spare capacity on hired aircraft,
subject of course to the needs and wishes of the Ministers
concerned. We already do our best to carry other officials
(and indeed freight) whom we would otherwise have to send

by commercial flight. In these cases of course there is no
question of charging. In addition there is a particularly
good case for making it easier for journalists to accompany
Ministers and we fully support the Ministry of Defence's
suggestion that they should be offered attractive terms.

Space permitting, we should also like to include any
businessmen who have interests directly involved in the
Ministerial visit. In all cases, we would of course need to
be careful to avoid the suggestion that we were discriminating
in favour of one newspaper or company. But this could be done
by allocating on the basis of first come first served.




3. We strongly agree with your point that there should

be a standard policy on charging so that we avoid a situation
in which the Ministry of Defence was regarded as a better
airline than the Foreign and Commonwealth Office, or vice-versa.
But this argues against trying to charge a premium, since
some Ministerial visits are less interesting to the media
than others. What is needed is a fare which relates to the
commercial fare over the route but takes account of the
advantages to Her Majesty's Government,the limited service

we offer and the fact that a Minister's schedule is highly
inflexible. It would be administratively burdensome to work
out a special fare based on the circumstances of each case
and the relevant commercial fares. For simplicity, we would
like to propose a standard rate based on 50% of the

cheapest fare which is available for a scheduled flight

at short notice (ie 50% of Tourist and its equivalents, but
not Apex or bucket shop fares). The Department of Trade will
be able to say if a policy on these lines would be defensible
under the Air Traffic Licensing Regulations. If not, we would
favour standardising charges on the basis of the cheapest
available scheduled fare (but without any premium).

4. There is, in our view, an important presentational/financial
argument in favour of adopting a fare structure which will
positively attract passengers. The cost of Ministerial
travel overseas is, as you know, very high. The hire of a
VC10 for Lord Carrington's visit to Abidjan and Lagos in
February cost approximately £35,000 - and the charges have
gone up since then. Allowing journalists and businessmen

(and other officials with business in the area) to use the
same plane will not of course wipe out these costs. But it
would help to reduce the net cost to Her Majesty's Government.
And the mere fact that we have tried to 'sell' some of the
spare capacity would help to mitigate criticism that we are
unmindful of the cost to the public purse.

5. I am sending copies to Jeremy Coleman (Civil Service
Department), Jonathon Phillips (Department of Trade),
Douglas King (Ministry of Defence) and Craig Pickering
(HM Treasury).

hois

At

R A Burns
Private Secretary to the
Permanent Under Secretary




H M Treasury

Parliament Street London SWIP 3AG

Switchboard 01-233 3000
Sir Douglas Wass GCB Direct Dialling 01-233 62

Permanent Secretary

C A Whitmore Esqg

Principal Private Secretary

10 Downing Street

LONDON

SW1 30 September 1981

% Ousbe,
TRAVEL IN VClOs: JOURNALISTS ACCOMPANYING MINISTERS

You copied your letter of 22 September and earlier correspondence
on this subject to Craig Pickering.

The Treasury view is that there should be a single basis for
charging and that this should be what those journalists flying with
the Prime Minister or the Foreign Secretary currently pay - ie the
full commercial rate plus an addition of 10 per cent in recognition
of convenience.

The Fees and Charges guidelines are quite explicit in this sort of
case. Charges for the incidental use of facilities should be set
to maximise net revenue and must not fall below marginal costs; and
where there is a market price, the charge should be fixed at not
lower than that price. Although we consider that the existing
percentage enhancement of 10 per cent is probably justifiable on
grounds of convenience (timing of flights, seat availability, direct
flights etc) we would be prepared to look at this if any Department
considers reconsideration is justified and makes a sound case. We
therefore hope that MOD will review their decision and in future
charge on a basis in line with the Prime Minister's office and the
Foreign Office.

I am copying this letter to Douglas King (MOD), Jeremy Colman (CSD),
Andrew Burns (FCO) and Jonathan Philips (DOT).

aows &Mr.msuj :
et 'S/\a«dua

D C W SLAUGHTER
Assistant Private Secretary
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10 DOWNING STREET T

From the Principal Private Secretary 3 22 September 1981

Do Ky

Travel in VC 10s : Journalists Accompanying Ministers

Thank yoﬁ for your letter of 14 September about the
charges which journalists are asked to pay when they accom-
pany Ministers using RAF VC 10s.

As I told you when we had a word on the telephone earlier
today, I am alarmed that those journalists who are at pre-
sent travelling with Mr. Nott on his visit to the Far East
are being charged only for their meals in flight and what
you call '"general administration of the journey'". It seems
to me that for all practical purposes you are treating them
in the same way as you do indulgence passengers. We, on the
other hand, charge journalists who accompany the Prime
Minister when she goes abroad in a VC 10 the full commercial
rate plus an addition of 10 per cent in recognition of the
convenience to them of flying with the Prime Minister and
her party. The Foreign Office charge journalists in the
same way when they accompany Lord Carrington overseas.

I understand your arguments for charging journalists
no more than a nominal sum to meet the extra costs to which
their presence in the aircraft gives rise. If there are
spare seats in an aircraft which is going to make a flight
however many people there are in it, why not offer them to
some journalists? I can also see that by charging so
little, you may persuade some reporters to go with you who
might not otherwise undertake the journey. But looked at
from a wider point of view than that of the Ministry of
Defence, I do not see how we can justify having one basis
of charging for journeys by the Prime Minister and the
Foreign Secretary and a completely different one for flights
by the Defence Secretary. The very wide gap between the two
levels of fares will very quickly be noticed by the broad-
casting and newspaper organisations paying the journalists'
fares, and they are bound to ask, possibly publicly, for
an explanation. I am not very clear how we could defend the
difference. I am sure therefore that we must all operate
on the same basis, whether we and the FCO, like you, make
no more than a nominal charge or whether you charge the
full commercial rate plus an enhancement like us.

‘B

/ I should be glad
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gbq

I should be glad to know whether the ngﬁg:r;,and the CSD
agree that there should be a single basis for charging and

what they think that basis should be. I should be grateful
too for any comments which the FCO and DOT might wish to offer.

I am sending copies of this letter not only to the
recipients of yours but also, together with a copy of your
letter, to Craig Pickering in Sir Douglas Wass's Office,

HM Treasury.

Yoy W

KMae Wi

D.R. King, Esq.,
Ministry of Defence.




10 DOWNING STREET

From the Principal Private Secretary 21 September, 1981

Thank you for your letter of 18 September letting me know
the new arrangements for dealing with the Prime Minister's travel
by RAF aircraft following your departure from Mr Pattie's Office.

I am very grateful td you for all the help you have given us,

and we here will all be very sorry to see you go. But I am sure
that we shall receive just as much help from Richard Whitworth and

we look forward to working with him.

M WH\TMU‘RF

Squadron Leader B R Lee RAF
Ministry of Defence

iy
&




CONFIDENTIAL
PERSONAL

From: Squadron Leader B R Lee RAF
MINISTRY OF DEFENCE

MAIN BUILDING WHITEHALL LONDON SW1A 2HB

Telephone 01-218 0985 (Direct Dialling)
01-218 9000 (Switchboard)

PARLIAMENTARY UNDER-SECRETARY OF STATE

ot e B AN AT A b AR M A e Ol
for Defence Procurement

/f“' September 1981

hﬁd/’ Mr W ivncsse

Recent changes in Ministerial responsibilities and subsequent
changes in Private Office staffing in the MOD have resulted in
the disestablishment of my post as Personal Air Secretary to
US of S(DP) with effect from 21st September 1981. In the
absence of an appropriately qualified person on Ministers' staffs
I have handed over my responsibility for arranging the
Prime Minister's travel by RAF aircraft to Wing Commander
Richard Whitworth, (Mov Ops(RAF) 01-218-607%). Richard Whitworth
has accompanied the Prime Minister's party as RAF Liaison Officer
on several overseas visits and I understand is well known to

members of your staff.

I have also briefed Richard Whitworth on the special
arrangements that exist for the Prime Minister's visits to
Northern Ireland and he will now be the Ministry of Defence
contact for this purpose. I have informed Mr Rickard,

Establishment Division, NIO of this change.
7“4,;‘;«,-47
gLJKn‘ LJuv
Personal Air Secretary

C A Whitmore Esq

Principal Private Secretary
10 Downing Street

London SW1

CONFIDENTIAL
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Foreign and Commonwealth Office

London SWIA 2AH

17 Sontamnen oSl o AN

D C Humphreys Esqg CMG

Deputy Under-Secretary of State
Ministry of Defence

Main Building

“Whitehall

LONDON SW1A 2HB

dkwdk<{%h*rxhoyl

In Teddy Youde's ahsence I am writing to say that we
are glad to learn from Frank Cooper's letter of
9 September to Clive Whitmore that the Foreign Secretary
will once again be able to use RAF VC10 aircraft on the
basis of 'extra' costs only. We are also content with the
proposed arrangement for the use of No 32 Squadron. As
‘you know, the Lord Priyvy Seal is also entitled as a
Cabinet Minister to use special aircraft when necessary.
I hope that when he is deputising for the Secretary of
State on an overseas journey which necessitates the use of
an RAF aircraft you will be able to charge on the basis of
Frank Cooper's letter,

R M Russell
Acting Chief Clerk

I

cc C A Whitmore Esq <—
Principal Private Secretary
10 Downing Street

J E Hansford Esgq
Defence Policy & Material Group
Treasury




10 DOWNING STREET

From the Principal Private Secretary 16 September 1981

Prime Minister's Overseas Visits

Thank you for your letter of 14 September.

As regards the extra costs of communications staff who
accompany the Prime Minister on overseas visits, I find it
difficult to say whether the additional communications service
which is provided on these occasions is required wholly as a
necessary service for the Prime Minister and would be dispensed
with if it was only the Foreign Secretary who was undertaking
the visit. I would only remark that when the Prime Minister
and Lord Carrington pay visits to places where the FCO is
sparsely represented or not represented at all, communications
for the Foreign Secretary still seem to pour in - presumably
over the special communications provided for the Prime Minister -
and his staff take full advantage of the direct telephone link
with 10 Downing Street. I do not want to try and guess who uses
these special communications more and I think that the rough and
ready 50/50 split of the additional costs which you are proposing
would be about right.

I am grateful to you for the warning that the FCO may try to
change the basis on which they pay for their share of the cost of
the Prime Minister's aircraft. I agree with you that E and AD
would be quick to spot the change which the FCO are seeking and
I very much hope that you will be able to persuade them that they
should continue to be charged on the present pro rata basis.

ch”VVHﬂ$MDR5

P,L. Towers, Esq,,
Civil Service Department
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CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SW1A 2AZ
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Principal Establishment Officer N :
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C A Whitmore Esq i M/

10 Downing Street —
LONDON Sw1 14 September 1981

(Dé oV C/("\ e,

PRIME MINISTER'S OVERSEAS VISITS

I would appreciate your comments on two matters concerning FCO participa-
tion in the PM's overseas visits. Both have a bearing on the costs of
No 10.

2. The first concerns the question of who should pay the extra costs
of communications staff who accompany the PM. The current financial
arrangements for the PM's overseas visits are set out in a Memorandum
of Understanding between FCO and CSD dated December 1975 (copy attached).
Item 4(j) states that CSD will meet the extra costs of communications
staff (except when the Foreign Secretary accompanies the Prime Minister
on the visit). At the time it was said "..... these staff would have
been needed by the Foreign Secretary anyhow". But FCO are now saying
that it is the presence of the Prime Minister which requires a special
and comprehensive communications service and that the Foreign Secretary
would not normally need these "extras". They make the following points
in support of their arguments:-

a. "When the Foreign Secretary travels abroad, communications
arrangements are usually covered by the resources of the post or
posts visited; it is the exception rather than the rule for
additional communications staff to be provided. If he goes to
cities or areas where we have little or no representation the
nearest post may provide an occasional Special Courier service
(though for short visits even this is not required).

b. The problem we are having to face increasingly is that of the
tendency of host governments to site conferences in places where
we do not have diplomatic posts with cypher communications
reinforcements in terms of equipment and manpower than we have
been used to in the past. Recent examples of this have been




Bremen, Venice, Maastricht, and this year communications centres
may well have to be set up in Montebello in Canada for the
Economic Summit, in Cancun in lMexico for the North-South Summit
and in Melbourne for the Commonwealth Heads of Government Meeting.

G When away from London, the Prime Minister needs to be kept

in constant touch with a wide spectrum of issues and policies,
including domestic ones and also any incidents such as hi-jacking
or indeed embassy sieges, where only she can authorise urgent
action required. It is true that a direct telephone link with

10 Downing Street is usually installed but this is never protected
and therefore classified matters can only be dealt with by
telegram."

35 We see some merlt in FCO's arguments but did get them to concede
that the Foreign Secretary also benefits from the improved communica-
tions facilities provided for the PM.

4. As you know, the PM's programme of overseas visits is particularly
heavy this year and involves some long and costly journeys. Accordingly
the extra costs of communications officers, ie travel and subsistence
and transportation of equipment etc, estimated at about £45,000, is
considerably higher than in earlier years. I believe FCO would settle
for a 50/50 split of these costs, which we think could add up to

£20,000 to No 10 costs in 1982-83. If you have no objections we will

sedcfrom FCO the appropriate PES transfer.

Bis Secondly, FCO have asked us to consider recovering their share of
the cost of the Prime Minister's aircraft on a commercial rather than
a pro rata basis (Item 1 of the Memorandum of Understanding refers).

(I understand their PUS is suggesting that their people should travel
by commercial flights if we do not concede this.) The following
example, using the Melbourne flight, explains their point.

6. The aircraft as it will be configured will carry a maximum of 36
passengers, approximately nine of whom, outward and return, could be
the financial responsibility of the FCO. If we recover for these nine
on a full costs basis, pro rata our claim will be £71,250 or £7,917 per
head. Even if we recover pro rata on the extra costs basis our total
claim will be £30,501 or £3,389 per head. FCO have investigated the
cost of sending these nine to Australia and back on commercial flights
and the total cost comes to £17,166; three of those concerned would be
entitled to first—-class fares at £2,784 each and the balance of six to
economy fares at £1,469 each.

T We have explained to FCO that whatever the basis of cost-sharing
used between Government Departments, the cost to the Exchequer stays the
same. Whereas the cost of commercial flights increases the overall cost
to the Exchequer to the extent that they result in empty seats in the
Prime Minister's plane. (I am sure E&AD would not miss the point!)




8. We have also confirmed informally with the Treasury that apportion-
ment on a pro rata basis is appropriate. We believe they see the forece

Y of these arguments and may drop the matter, but I thought you should
know in case they approach us again at a higher level.

\ﬁ (VA ('IVJ

g

e
P L TOWERS
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PRIME MINISTER'S CHARTER FLIGHTS OVERSEAS: COST SHARING

MEMORANDUM OF UNDERSTANDING BETWEEN FCO AND CSD

The following principles have been agreed between the FCO'and the CSD
for the apportionment of the costs of Ministers and FCO staff travelling
in the Prime Minister's chartered aircraft.

7. CSD will be initially responsible for payment of the total costs for

the charter of aircraft and any necessary apportionment will be on a pro
rata basis.

2. FCO will meet the costs of FCO Ministers, advisersand their Personal
Assistants (but see 3 below).

3. Costs under 2 will be met by CSD when a Foreign Office Minister does
not travel and when FCO alone provide advisers (viz when there are no
advisers from other departments).

k. CSD will meet the costs of common services, including:

(a) extra costs of the FCO Conference Officer

(b) extra office accommodation overseas

(c) extra telephone and telex costs

(d) transport costs overseas

(e) gratuities

(f) entertainment

(g) gifts

(h) extra expenditure at discretion of Conference Officer

(i) extra costs of military security staff

(j) extra costs of communications staff (except when the Foreign

Secretary accompanies the Prime Minister on the visit).

5.  CSD will not be responsible for costs of FCO Ministers travelling as
representatives of HMG. (When the Prime Minister or other CSD Ministers
. travel overseas as representatives of HMG there would of course be an

o ‘agtomatic CSD liability but the costs would not be charged against the
“PM's Office). '

6. CSD will meet the costs of a Minister of another department traveiling
as the representative of the Prime Minister where there is no significant
departmental interest.

7. Cases of doubt to be the subject of discussion between FCO and CSD.

December 1975,




MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SWI1A 2HB

Telephone 01-218 (Direct Dialling)
01-218 9000 (Switchboard)

PERMANENT UNDER-SECRETARY OF STATE
SIR FRANK COOPER GCB CMG

DRK/81 /1220
534

C A Whitmore Esq

Principal Private Secretary

10 Downing St

London SWL A 14 September 1981

Pt

IRAVEL IN VC10s - JOURNALISTS ACCOMPANYING THE DEFENCE SECRETARY

Sir Frank Cooper wrote to you on 9 September confirming
that the cost of Ministerial travel in RAF VC1lOs will be charged
on an 'extra cost' basis from 1 October. Before going on leave
Sir Frank asked me to draw the following points to your attention.

25 As you know a number of journalists will be accompanying
Mr Nott during his forthcoming visit to the Far East. We
understand that from time to time journalists also accompany
the Prime Minister and the Foreign and Commonwealth Secretary
on their journeys abroad. There is, of course, no laid down
rate for charging journalists on such visits, but you may wish
to be aware of the nominal charges which we propose to raise
in this case.

3 On the basis that the journalists will be filling up spare
seats in the aircraft and will not be displacing any entitled

MOD duty passengers, we have decided that they will be charged

a sum to defray their meals in flight and general administration
on the journey. This 'fare' will of course be less than either
the extra cost rate or the commercial IATA rate. But given the
benefit to defence and the spare capacity available, we consider
that this is a justifiable level of charge. Naturally, if the
journalists break the journey en route and return to UK they will
themselves have to bear the costs of any civil air fares.




4, It is of course for the Prime Minister and the Foreign
Secretary to decide what they should charge the journalists

who accompany them abroad. Each case will differ and the level
of repayment to the Ministry of Defence may also have a bearing.
Nevertheless, I thought you would like to know of the approach
we are adopting.

B¢ I am copying this letter to Jeremy Coleman, CSD, Andrew
Burns, FCO and Jonathon Philips, DOT.

i

D R KING
Assistant Private Secretary
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14 September 1981 HW«%)

From the Principal Private Secretary

Nee ¢ e :

Charges for RAF Aircraft

Thank you for your letter of g/§éptember
1981.

I agree that we should proceed as you
propose.

1 am grateful for the information about
possible charges for the use of aircraft which
you sent with your letter.

1 am sending copies of this letter to the
recipients of earlier correspondence .

Toer v,
H: b

S Frank CoopeT, GCB, CMG,
Ministry of Defence.




MINISTRY OF DEFENCE

MAIN BUILDING WHITEHALL LONDON SW1A 2HB
2193

Telephone 01-218 (Direct Dialling)
01-218 9000 (Switchboard)

PERMANENT UNDER-SECRETARY OF STATE
SIR FRANK COOPER GCB CMG

PUS/81,/1400
1/16

C A Whitmore Esq

Principal Private Secretary

10 Downing St

London SW1 9 September 1981

il

CHARGES FOR RAF AIRCRAFT

Thank you for your letter of 3 Segtémber commenting on
John Hansford's of 24 August.

2e As agreed, I have directed that the cost of Ministerial
travel in RAF VC1lO0s will be charged on an extra cost basis

from 1 October. My understanding is that this agreement
applies only to Ministerial travel and does not extend to other
use of RAF VC1lOs for which full costs would normally continue
to be raised.

3 As to theuse of No 32 Squadron, I agree that less than the
~full costs should be raised in respect of the three named
Ministers. I think we should leave it to the MOD and Treasury -
experts to work out the right formula for charging. As you know
commercial costs fluctuate markedly over any given period, but
provided that we can ensure that the new system is not admini-
stratively cumbersome and avoids inter-Departmental wrangling I
agree that a formula based on commercial charges plus an enhance-
ment for the security and convenience benefits of RAF flights
would probably offer the best way forward.




4, I attach a table showing the sort of charges which might be
raised in future. You will note that the commercial charges
quoted give only an approximate indication of likely costs.

B Copies go to the recipients of earlier correspondence.

ywa A

X

FRANK COOPER




TABLE OF POSSIBLE CHARGES '

VC10s For Ministerial Use — Extra Cost Charges

Serial Journe ; Cost
e L Ter
UK to Bahrein and return £33, 880

UK to China and return £99,220
UK to Washington and return £36, 300

Extra Cost Approx Camercial

Cost -
Plus 10% Enhmcenent
(See Notes below)

(b) | (c) (a)

London to. Brussels £1,500 £2,189
and return :

Journey

London to Belfast £1,850 ' £2,585
and return -

London to Rome and £4;300
return :

Andovers

Serial Extra Cost éggroﬁCbggezcial

us % cement
. (See Notes below)
(b) 12w ule) , (a)

TLondon to Brussels and | £1,650 £2,312
return

Tondon to Belfast and £2,063 £2,780
return

TLondon to Rome and £5,785 £6,700
return \

/Notes




The commercial costs are only approximate,
_based on a sample of commercial hourly rates
plus an element for landing charges, pilois?
subsistence etc.

An enhancement factor of 10% has been added to the
commercial rates to take account of the security
and convenience benefits of RAF flights. ;

The commercial charges for chartering HS125s and
HS748s (the civil equivalent of the Andover) will
vary considerably depending on whether or not a
regular contract is drawn up and the nature and
length of the journey. Commercial competitiveness

‘will also affect the prices quoted by different firms.
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10 DOWNING STREET

From the Principal Private Secretary : 3 September 1981

. CHARGES FOR RAF AIRCRAFT

I have now seen your letter to me of 14 August and John
Hansford's letter of 24 August.

I am glad that we are now all agreed that the VC10 fleet is
maintained at its present size for defence purposes and that
Ministerial use should be charged as incidental use of spare
capacity. I should be grateful for an early sight of the sort of
charges this will result in.

I note that the new fegime will take effect for trips taking
place on or after 1 October.

As far as No. 32 Squadron is concerned, I think that we
should now proceed on the basis of paragraph 5 of John Hansford's
letter of 24 August. In my view it is right that the Prime
Minister, the Foreign and Commonwealth Secretary and the Secretary
of State for Northern Ireland should be able to use No. 32
Squadron at less than full cost. This would clearly not be a
precedent for other exceptions to the principle of full cost
charging. Again, I should be glad of an early sight of what the
MOD and Treasury feel this approach will mean in terms of charges.
As John Hansford says, I would expect them to take the form of
the commercial charges paid for an equivalent service plus an
agreed enhancement for the security and convenience benefits of
RAF flights.

I am very grateful to you and John Hansford for making it
possible to bring this matter to a satisfactory conclusion.

I am copying this letter to the recipients of the earlier
correspondence. :

B A WHITMORE

-
Sir FranksCooper, 6. C R eaCaMl G
Ministry of Defence.
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I attach a letter for you to send to Frank Cooper.

follows correspondence between the MOD and Treasury, and
briefly it agrees:

(a) that Ministerial use of VC1lOs should be charged as
incidental use of spare capacity. We will not there-
fore be charged full costs for use of VC1lOs. As
John Hansford puts it, the charges will be 'calculated
with the aim of maximising net revenue, subject to a
minimum charge sufficient to cover the long run
marginal costs'". I would expect the charges to be
very similar to those we have seen quoted on an '"extra
cost basis'. But you will see that the letter to
Frank Cooper asks for an early sight of the proposed

new charges.

that an exception should be made to the principle of
full cost charging for the use of No. 32 Squadron on
the grounds that this is in the '"national interest'.
If this argument is accepted, we will probably be
charged what we would have to pay for an equivalent
commercial service, plus an agreed enhancement for the
security and convenience benefits of RAF flights.
This would certainly be less than full cost charges.
The argument that we should be exempted from full cost
charging for the use of No. 32 Squadron is pretty shaky,
) lbut I do not think this is of sufficent importance to
aﬁﬂv bother the Prime Minister. I think we can probably
' justify our position by using the argument that we are

Y precluded from using commercial VIP services on
A s

security grounds, and that the MOD should not therefore

penalise us by charging us full costs.
I hope this will be the end of this particular saga.

1%

2 September 1981
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. DRAFT LETTER FROM CLIVE WHITMORE TO SIR FRANK COOPER, GCB %CMG,

/

/

/
/
/

CHARGES FOR RAF AIRCRAFT

Secnn
Omrmy return—to—the officey I have now beean—able—to—eateh

up-wi-th—thre—correspondence on this, and In particurar—with your

letter to me of 14 August and John Hansford's letter of

24 August.

I am glad thét we are now all agreed that the VC10 fleet is
maintained at its present size for defence purposes, and that
Ministerial use should be charged as incidental use of spare
capacity. I should be wexry grateful for an early sight of the

/
sort of charges this will result iqi)/I—we&&d—expee%—%hem—to—bé
nuch Jlower—tham Tull cost charges; tyéy will have to be much

should be able to use No.32

Squadron at less than full,cost. This would clearly not be a

/ precedent




precedent for other exceptions to the principle of full cost

g#ézziég—ib i
charging. Agaln I ywould be an early sight of what

the MOD and Treasury feel this w/uIa mean in terms of charges.

| As John Hansford says, I wou expect th

I am copying thiﬁLto the recipiénts of the earlier

correspondence, awd—to Noel Moore—at—the-CSH-




H M Treasury
Parliament Street London SW1P 3AG

J E Hansford Direct Line 01-233
Under Secretary % Switchboard 01-233 3000

C WHITMORE ESQ

NO 10

DOWNING STREET

LONDON_SW1 24 August 1981

CHARGES FOR_RAF AIRCRAFT

I have seen Frank Cooper's letter of 14 éyéﬁst to you, and I fear that
I have some further comments, possibly not as helpful as those in my
previous letter.

2% I have no problems over the charges for the use of the VC10s. Given
the assurance that the VC10 fleet is maintained at its present size for
defence purposes, and would not be reduced in size if the present
occasional civil use ceased or diminished, I agree that, subject to any
further refinement which may be agreed with MOD, the charges for this civil
use should from 1 October 1981 be put on the ba81s suggested in paragraph 3
of my letter of 17 July.

Bh No 32 Squadron is however a different matter. Frank Cooper recognises
that its size would be reduced if there were any significant reduction in
Ministerial use. Hence, we cannot reasonably apply the incidental use of
spare capacity argument as justification for reduction in the charges below
full cost. Frank Cooper implicitly accepts this in suggesting that full
costs should be charged to all users except the three named Ministers. He
does not however suggest any rational basis on which these three Ministers
should be charged only extra costs?

L, In logic, the argument runs the other way. The three named
Ministers - especially the Northern Ireland Secretary - make greater use
of No 32 Squadron than other Ministers, and its size would certainly have
to be reconsidered if these Ministers transferred their journeys to
commercial flights which are not ruled out on security grounds. Given
that the RAF flights provide the extra benefits of better security and
convenience, the case for charging them full costs seems to me to be
overwhelming. If they are not to be charged full costs, then some of the
overheads must necessarily either be borne by the other users, who do pay
full costs, or by MOD at the expense of other parts of the Defence
programme. On economic grounds it is hard to see why it should be right
to subsidise the use of RAF aircraft by the three named Ministers in this
way.

B Nevertheless, all participants in this correspondence are aware that
it is permissible to make exceptions to full cost charging between
Government Departments where this can be justified on "national policy"
grounds., It is not for me to determine whether such grounds exist in
this case. If it were held to be in the national interest that the three
named Ministers should use aircraft of No 32 Squadron at less than full
cost, because for example of the benefits of security and convenience
which this conveys and it were also recognised that this must be

/regarded




regarded as a special case and not treated as a precedent for other
exceptions to the full cost charging principle - I would concur. But
my acceptance of this special arrangement would be on condition that the
charges paid took account of additional benefits obtained. In other
words, the Ministers concerned should pay either extra costs, or
equivalent commercial charges plus an enhancement, at a rate to be
agreed, for the security and convenience benefits provided by the RAF
flights, whichever is the higher. If the former turn out generally to
be the higher there would seem to be a case for reviewing the costs of
No 32 Squadron to see what economies might be feasible.

By If this suggestion is acceptable in principle to you and the other
user Departments, we will negotiate the details at working level.

7. I am sending copies of this letter to the recipients of the
earlier correspondence, and to Noel Moore in the CSD.

__Q/v\ﬂ/\/

=




MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1A 2HB

Telephone . 01-218 2195 (Direct Dialling)
01-218 9000 (Switchboard)

PERMANENT UNDER-SECRETARY OF STATE
SIR FRANK COOPER GCB CMG

PUS/81/1259
1/16

C A Whitmore Esq
10 Downing Street
LONDON SW1 14 August 1981

CHARGES FOR RAF ATRCRAFT

I have now seen John Hansford's helpful letter to you of
177July on this subject. The VC10 fleet is, of course,
hmaintained to provide long-range air transport primarily for
war, though of course we also make use of its capacity for
military purposes in peace. It would not be reduced in size
if we ceased to provide the occasional flight for the PM and
other Ministers, so that the basis of charge which Hansford
has suggested seems the logical one. Subject to any further
refinement arising out of the correspondence referred to at
paragraph 5 of his letter, we shall be putting this new
regime into operation, as I suggested, for trips taking place
on or after 1 October.

&y As for No 32 Squadron, it exists mainly to provide a VIP
communication service. Most of its users are military people,
though Ministerial travel accounts for a rather larger
proportion of its activity than in the case of the VC10s.

It is undeniable that if there were to be any significant
reduction in Ministerial use we would want to reduce its size.
The arguments are perhaps slightly different than in the case

of the VC10, but I think that there are perhaps three

particular Ministers (in addition to Defence Ministers) to

whom special considerations - not least of security and
convenience - apply, ie the PM, the Foreign and Commonwealth
Secretary, and the Northern Ireland Secretary. I believe it
would be perfectly proper in view of these special circumstances
to allow the choice of a military rather than a civil aircraft
for their official travel and I would be content to justify an
extra cost basis for the use of No 32 Squadron aircraft in
their cases - but theirs alomne. Full costs would be recovered
from all other Ministerial and departmental users. My Secretary
of State would be content.




= As for the question of capital costs, I am sorry to
differ from the Treasury, but the formula suggested in
paragraph 4 of my previous letter seems to me to be entirely
equitable both to our 'full fare-paying' and our 'extra cost'
clients. But we can face this one when the moment comes.

4, This scheme will be introduced on 1 October too, and

I am issuing instructions accordingly. We can leave it to

the staffs to sort out the consequentials such as PES transfers,
if any.

S Copies go to the recipients of the earlier correspondence.

rwh VA

FRANK COOPER




H M Treasury
Parliament Street London SW1P 3AG

J E Hansford Direct Line 01-233 4957
Under Secretary Switchboard 01-233 3000

C A Whitmore Esq

No 10

Downing Street

London SWA 17 July 1981

CHARGES FOR RAF AIRCRAFT

I have now seen Frank Cooper's response of 2 July to your letter
of 26 May, of which you sent me a copy. I am writing to let you
have our views.

2o Despite Frank's statement that his only interest is a simple
administrative system involving no net loss to defence Votes, I
assume that nobody is seriously challenging the principle of full
cost charging as embodied in the Treasury guide to the calculation
of fees and charges, which applies to MOD as to any other Department.
The issue is not whether there should be a special exception for
Ministerial use of RAF aircraft, but whether the full cost charges
have been reasonably assessed, and to what extent advantage might be
taken of the lower terms for incidental use of spare capacity.

2 If MOD are now satisfied that the VC10 force would be maintained
at presently planned levels for defence purposes irrespective of the
amount of Ministerial use, we would see no objection to this
Ministerial use being regarded as incidental use of necessary spare
capacity, and the charges calculated with the aim of maximising

net revenue, subject to a minimum charge sufficient to cover the

long run marginal costs.

4, I have however some difficulty in extending this to cover
Ministerial use of the HS1258s and Andovers of No 32 Squadron. So far
as we are aware - and your own letter contains a similar understanding
No 32 Squadron exists primarily to provide VIP flights; if the

VIP use were to be reduced, then the number of aircraft in the
Squadron would be correspondingly reduced. This does not appear,
therefore, to be a case of incidental use of spare, but necessary,
capacity. Charges should accordingly be based on full costs in -
accordance with the Treasury guidance. :

5. As regards the costings themselves, there are two elements - the
discount rate used and the contingencies element - which seem to us

to be overstated. I am writing separately to John Roberts about these.
If our suggestions are accepted, a modest reduction in charges could

follow.

/6.




6. I should perhaps comment on the other two points in

Frank Cooper's letter. I am not sure about either the need fofor the
desirability of unscrambling the PES transfers, but I am very ready to
discuss this further with thepeople concerned. As regards the
suggestion that MOD should in due course receive a contribution
towards the capital cost of replacement aircraft, I have to say that
we see no basis whatsoever for this. It cannot apply to the VC10s,
vhich are provided primarily to meet MOD's own requirements. It would
not be appropriate for the aircraft in No 32 Squadron, since the

cosz of replacement should be reflected in the full cost charges
levied.

7 I am sending copies of this letter to the recipients of yours.

SV
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CHARGES FOR RAF AIRCRAFT

Frank Cooper's letter below. I would not say we have won:
MOD have simply gone back to square one. If we leave matters here,
I fear the whole exercise will have been g2 waste of time.

If the RAF aircraft concerned are used by the MOD only for
VIP services, then the MOD must charge full costs for those services,
Otherwise, we will be abandoning the whole point of principle, which
was to bring home to Departmental managers the cost of the services
they employ by charging them the full cost.

If the aircraft ﬁggé used only for VIP services, and these
prove uncompetitive with alternatives in the private sector or
elsewhere, then the conclusion must be that the RAF's services should
be phased out. To revert to extra cost charging in these circum-
Stances would be to dodge the issue. If this is what Frank Cooper
is suggesting, I do not think we should acecept it.

The only justification for extra cost charging is #ggggér the
MOD have other reasons of their own for using the aircraft concerned,

In such circumstances, the VIP service would be a use of spare
capacity and could rightly be charged at a competitive or extra cost
rate., If this is what Frank Cooper is Suggesting, then it is perfectly
acceptable. The only need would be to point out that in these
circumstances there could be no question of Department§ making a
contribution to the capital costs of the aircraft, We might also

need to go back on the starting date of 1 October, as you suggest.

There is, however, no indication in Frank Cooper's letter
that he is doing anything other than reverting to previous practlce.
Nowhere in his letter does he say that there are defence reasons
for maintaining either the HS 125 or the VC10s, and that[YIP service
is simply a use of spare capacity, which can be charged on an extra
cost basis.

I am inclined to suggest that, rather than intervene ourselves,
I should suggest to the Treasury and/or the FCO that they intervene

on the lines set out above, and—to_pxess_ian—aeknewiedgemen%—%rem
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1A 2HB

PERMANENT UNDER-SECRETARY OF STATE
SIR FRANK COOPER GCB CMG

PUS/81/1117
1/16

C A Whitmore Esq
10 Downing Street
LONDON SWA

/°’l’/‘p-. K/i/{ )

CHARGES FTOR RAF ATRCRAFT

Thank you for your letter of 26/May about aircraft charges.

a2 We have, as you know, merely been following the Treasury
ruling that full costs should be recovered from the beginning
of this financial year, and by their guidance as to how these
should be calculated. You have (from John Roberts) details of ’
our figures, and also some provided by BA which show how they
costed their VC10 flying. They are on the whole very similar,
and the differences seem mainly due to different operating and
accounting practices.

S Having said this, my only interest is to see that there is
no net loss to Defence Votes in providing this service and that
administrative work and inter-departmental adjustments are kept
as simply as possible. I also believe that it is in the(national D
interest that Ministers should have a dedicated air transport
service of this kind at their disposal and should make economic
use of it (the same goes for No 32 Squadron though the cases are
not exactly parallel). In view of the probably unique nature of
this operation, I am therefore proposing to revert to charging
our clients on an extra cost basis (as from 1 October) and shall
be issuing departmental instructions accordingly. We can leave
it to the staffs to unscramble the PES transfers.

4., Of course, if we go this way we shall be foregoing the elements
of depreciation, interest on capital etc which go to make up the
full cost. When the time comes to replace the current aircraft
therefore we shall be looking for an appropriate contribution

to the capital cost of purchase to reflect the additional capacity
provided beyond basic MOD requirements!

15 I am copying this letter to the recipients of yours.

FRANK COOPER




From: J L Roberts (AUS(850)(ALr))

MINISTRY OF DEFENCE
Main Building, Whitehall, London SWIA 2HB
Telephone (Direct Dialling) 01-218 6282
AUS(80) (Air)/320/81 (Switchboard) 01-218 9000
19 June 1981
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VIP FLIGHTS FOR MINISTERS - ATR TRANSPORT COSTS

Further to my letter of 13 April, we now have British
Airways' cost analysis for operdating VC10 and Boeing 707 aircraft
which is at Annex A. BA gave us these costings on a confidential
basis and I would be grateful therefore'if you and copy
addressees would treat the information as commercial in
confidence. Not unexpectedly there are differences in approach
which have needed clarification. The table at Annex B has been
drawn up so that, so far as possible, like can be compared with
like, but the analogy is not complete; for example, an important
element - interest on invested capital - is missing from the
BA costs representing differences in accounting. The RAF total in
Annex B is, of course, t he price charged;. the BA total'is a
summary of costs with no profit element and no direct read across
to the commercial price charged.

2% On the whole I think the RAF comes out of this rather well.

I am not altogether surprised that our fuel costs should be

higher than those of BA, who consume far more and would therefore
command a larger discount on price., BA must also draw a far
greater proportionof its fuel needs overseas, free of excise duty
and VAT at United Kingdom rates. It also has the advantage of
selecting the most economical aircraft type for the scheduled
routes and stage-lengths over which it chooses to operate. The
RAF has only the VC10 for any bulk movement of passengers, other
than unaccompanied troops, that may be needed.

I think you may want to look more closely at the point about

interest on invested capital, which may be dealt with in a

separate BA account. I cannot believe that BA would not want a

return on this as well as on the more general operating expenses.

Our own assessment is at the Treasury discount rate of 10% which I

understand is being replaced by a required rate of return of 5%.

I am also rather puzzled by BA's continued use of historic costs as
)a basis for their assessment of depreciation. As you know, we work

s
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to current costs which is common practice among government
departments. At a rough guess our depreciation element on the
historic cost basis would be about £100 a flying hour,

Lih The contingency charge might also bear examination. The
full cost rate that we apply covers price movement between
costings and interest on unpaid revenue. You may consider that
there is a need to differentiate in this respect between
exchequer and non-exchequer transactions.

0 In view of the wide interest which this subject has
generated, I must leave it to you to decide in the light of

this assessment of the costs what changes, if any, you would like
us to make to the way in which we draw up our charges.,




BRITISH ATRWAYS COSIS

1980/81

Engineering

Fuel and oil

Landing and Parking fees

Route facilities charges

Flight crew expenses

Aircraft standing charges (depreciation)
Flight crew pay and overheads

Direct operaling costis
Station and traffic handling
Marketing

Passenger service

General overheads

Indirect costs

Capacity cost

Commission
Local variables (in-flight meals etc)

Total cost

Cost per hour (&)

Vei0 Boeing Tu'lP

530 491
1224 1,011
98 93
65 o
37 g
64 60
299

Ry didd

409
228
IS
125

QL)]E;)
2964

241
122

e




ANNEX 13

RAF VC10 Cost per flying hour BA VC10

£ £
Maintenance L60

Spares consumed, ' Spares consumed,

repair and over- repair and overhaul

haul contracts, contracts, pay,

directly employed allowances and over-

civilian labour heads of all engineering
personnel

Fuel and 0il

Wastage and ' . (included in item 7)
3rd party
insurance

En_route charges L80

Airport, route Airport, route’ and
and landing fees; landing fees; food
food for and overnight
passengers and accommodat ion for
crew; overnight passengers
accommoda tion

for primary and

split crews

Pay, allowances, 795
administration

and airfield

overheads

Service personnel . Overheads and expenses
costs for aircrew of aircrew and ground
and ground . personnel

personnel;

administration up

to Command HQ

level, Airfield

overheads and

running costs

Reservations etc

Partly covered by Cost of sales and

item 5 reservations (£296) and
commission paid to
agents (£276)

Depreciation of 720
aircraft and ground

equipment

Based on current . Based onhistoric cost
accounting accounting




RAKF VC10 Cost per flying hour BA VC10

: ' £ £

Interest on
capital
!aircraft}

The Treasury
discount rate
(10%) is applied
to the updated
value at the
presumed half-

life of the
aircraft

Contingencies

The Treasury full-
cost rate is
~applied to the

sum of the above
charges, except
item 4 :

TOTALS
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London SWiA 2AH

10 June 1981

Michael O'D B Alexander Esq e o
10 Downing Street /7 v
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Dear  (hebae { / Aw/‘
)y /é

LLONDON SWi

ECONOMIC SUMMIT - OTTAWA 19 - 21 JULY

Thank you very much for your letter of 9 June
confirming that the RAF VC10 may be used for
the visit to Ottawa.

In case you have not seen it already I enclose

a copy of Teddy Youde's letter of 8 June to MOD,
on the subject of their aircraft charges.

:hﬁ;fﬁ Qer

gr RAda

Miss E B Chaplin
Protocol and Conference
Department

CONFIDENTIAL




Forcign and Commonwealth Office

London SWIA 2AH
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|_~8 June 1981

DEC }ium nhreys Esq CMG

Deputy Under Secretary of State (Alr)
Minis xv\r( f Delence

Main mu*ldtng

Whitehall . 2

LONDON SWi1A 2HB

\{')(—Gkr (ZJ' ./{—W..{duu?;

MINISTERIAL AIRCRAI'T

1 Foflowing the meeting which you held on 24 March, we have gone
further into the problem of providing aircraft for Ministers. Our
survey has ranged inter alia from the use of aircraft chartered
commercially to having our own aircraft managed by commercial
operators. In the light of this survey I endorse the views put
forward by Clive Whitmore, in his letter of 26 May to Frank Cooper.

2. As regards the VC10. From the details given in John Roberts'
letter of 13 April to Hansford in the Treasury it appears that the
fixed costs of the VC10 Fleet (including the contingency allowance)
amount to 60% of the 'full costs' per hour proposed by the Ministry
of Defence. Since the VC10 fleet is maintained because of its war-—
time role, these ought not to be off-loaded on to civilian departmen
users. I therefore hope that you and the Treasury will agree that w
should revert to a basis of 'extra costs' for VCl0s used by Minister

3. As long as HS125s are available for use by Ministers it is also
cheaper in terms of cost to the Exchequer as a whole to use an RAF
HS125, if available, than to charter an additional aircraft. But
our own extensive rcsoarcheg confirm those made by No 10 and indica
than an HS125 can be run on a commercial basis for less than half 1n
full costs quoted in John Roberts' letter of 13 April.

4. I therefore share the hope that you can reconsider the basis
costs for HS125s and bring them into ‘line with commercial costs.
give only one example, commercial companies quote the fuel costs
an HS125/700 at £130 per flying hour compared to the fuel charge
£286 per hour shown under the RAF full costs.

-
e

5. Copies of this letter are being sent to Clive Whitmore (No 10
Ken Stowe (Northern Ireland Office) and John Hansford (HM Tr eaAsSury )
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RESTRICTED
NORTHERN IRELAND OFFICE

STORMONT CASTLE
BELFAST BT4 3ST

Telephone Belfast (0232) 63011

Telex 74272
PERMANENT UNDER SECRETARY OF STATE A\ ¢
\

SIR KENNETH STOWE KCB CVO (A \h > ng o
Wy "\ 1 '

PUS/4058/B 9 June 1981
M

Wn
Sir Frank Cooper GCB CMG I C@
Permanent Secretary
Ministry of Defence
Main Building
Whitehall
London
SW1A 2HB

2., hal.

As you know, Clive Whitmore sent me a copy of his letter of
26 May on the question of full cost charges for the use of RAF

aircraft.

You may also have seen John Mayne's letter of 10 April to
Colin Humphreys on the same subject in which he highlights our
dilemma over the choice between the extra security and
convenience of RAF aircraft and the need to be seen to be
reducing rather than increasing our departmental costs.

I strongly endorse Clive's request that you should look again
at the full cost calculations to'see whether there is any scope
for a revision. Like him we can Jjustify paying some kind of
premium for the advantages of a service provided by the RAF.

But I do not see how we can accept the political and
presentational obJjections to incurring the kind of expenditure
which the present figures involve. We do not want to abandon
the use of RAF aircraft, but I see it as a very real possibility
that we may have to do so.

I hope that this issue can be resolved soon. We are constantly
at risk that the huge increase in our expenditure will become
public knowledge.

I am sending copies of this letter to Teddy Youde, John Hansford
and Clive Whipmorg, 7, :

L O P,

k.

K R STOWE

RESTRICTED -
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| From the Private Secretary : - ‘ 9 June 1981

Economic Summit: Ottawa, 19-21 July

Thank you for your letter of 2 June, and for providing
comparative aircraft costs for the Prime Minister's journey to
Ottawa.

The figures which the MOD have given you pose an obvious
difficulty. They show clearly that in an ideal world the customer
for air services would not employ the RAF. The RAF full-cost
charges for the Ottawa visit are quoted at £90,790. The charge
for a British Airways 707 on charter is quoted at about £44,000.
This comparison would appear to lead unavoidably to one of two
conclusions. Either the RAF's VClO service is not competitive,
and maintaining it to provide VIP services cannot be justified.
Or there are defence reasons for maintaining the VCI1C service;
in which case, the MOD should charge customer departments an
extra-cost, or competitive rate, for their services.

However, the long-term fate of the VC10 flight is not some-
thing that is going to be decided between now and July. You are
_ presumably right in saying that for the time being the public
sector will have to meet the overhead and maintenance costs of
the RAF's VC1l0 flight, even if we do not use this service. We
would therefore be increasing the total cost to the Excheguer if
we were to use charter services.

Against that background, I confirm that we are content to
use RAF services for the visit to Ottawa. This is, however,
a decision we take with reluctance. It is not a precedent. ¥We
hope that progress can be made on the general question of charges
for the RAF's services. Since Clive Whitmore wrote to Sir Frank
Cooper about this recently, I am copying this letter together
with a gopy of yours to his Private Secretary. -

Miss E.B. Chaplin, :
Foreign and Commonyeglth Offace,
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Foreign and Commonwealth Office

London SWIA 2AH

8 June 1981

D C Humphreys Esq CMG

Deputy Under Secretary of State (Air)
Ministry of Defence

Main Building

Whitehall

LONDON SW1A 2HB
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MINISTERIAL ATIRCRAFT

1. Following the meeting which you held on zg/March, we have gone
further into the problem of providing aircraft for Ministers. Our
survey has ranged inter alia from the use of aircraft chartered
commercially to having our own aircraft managed by commercial
operators. In the light of this survey I endorse the views put
forward by Clive Whitmore, in his letter of 26 _May to Frank Cooper.

2. As regards the VC10. From the details given in John Roberts'
letter of 13 April to Hansford in the Treasury it appears that the
fixed costs of the VC10 Fleet (including the contingency allowance)
amount to 60% of the 'full costs' per hour proposed by the Ministry
of Defence. Since the VC10 fleet is maintained because of its war-
time role, these ought not to be off-loaded on to civilian department
users. I therefore hope that you and the Treasury will agree that we
should revert to a basis of 'extra costs' for VC1l0s used by Ministers.

3. As long as HS125s are available for use by Ministers it is also
cheaper in terms of cost to the Exchequer as a whole to use an RAF
HS125, if available, than to charter an additional aircraft. But

our own extensive researches confirm those made by No 10 and indicate
than an HS125 can be run on a commercial basis for less than half the
full costs quoted in John Roberts' letter of 13 April.

4. I therefore share the hope that you can reconsider the basis of
costs for HS125s and bring them into line with commercial costs. . To
give only one example, commercial companies quote the fuel costs for
an HS125/700 at £130 per flying hour compared to the fuel charge of .
£286 per hour shown under the RAF full costs. 3
u//’5. Copies of this letter are being sent to Clive WhitEBre (No 10)
Ken Stowe (Northern Ireland Office) and John Hansford (HM Treasury).
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Mr Streeton; Finance F-F. Edward Youde
Miss Chaplin, PCD '
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Please see the attached letter from the FCO, It suggests
we should use an RAF VC10 for the-Prime Minister's trip to
Ottawa. The charges quoted by the MOD show that on a full
cost basis the RAF is clearly uncompetitive. In an ideal world
this would lead to the disposal of the RAF's VIP flight,

In practice, that is unlikely to happen for some time, FeEat alls
Consequently, if we were to use charter services, we would be
increasing the total cost to the Exchequer. I therefore suggest
that we agree with the FCO that we should use an RAF VC10 for
the trip to Ottawa. But I think we should also make some
cautionary noises about our overall position on the question of
Ministerial aircraft. A draft reply to the FCO is attached.

You may wish to consider whether we should draw this issue to

the Prime Minister's attention; I am not inclined to do so
until we have a reply from Sir Frank Cooper on the general

questions of principle.

LA,

' 8 June 1981
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ECONCMIC SUMMIT: OTTAWA 19-21 JULY

At our meeting last Friday you asked for details of comparative
aircraft costs for the Prime Minister's journey to Ottawa. As
you know an RAF VC1l0 can be made available and the MOD have
informed us that the costs will be:~

a. Full cost basis

17 flying hours at £5,270 per hour £89,590
48 hours waiting time at £24 per hour e 15200
Total

£90,790

bara Rxtra. cost basds

17 fiying hours at £2,170 per hour £36,890
48 hours waiting time at £24 per hour £1,200

Total £38,090

The minimum cost for a commercial charter, such as a British Airways
Boeing 707 would be £2,500 per flying hour plus waiting time eg a
minimum of £42,500 plus waiting time.

The RAF extra costs are based on the actual cost of taking a VC10

to Ottawa, that is fuel used, subsistence for the crew, landing fees,
etec., The difference between full costs and extra costs, in this case
£52,700,is a proportional assessment of the fixed costs of the Air’
Transport Fleet, eg personnel costs, airfield overheads, etc, as
described in MOD letter AUS(S0)(Air)/202/81 of 13 April (copy attached).;
The fixed costs will be borne by the taxpayer whether or not the Prime
Minister takes a VC10 to Ottawa: taus to obtain a true picture of tne
cost to the Exchequer the commercial charter costs need to be compared
with the RAF extra costs. Alternatively, the noticnal ATF overheads
of £52,700 should be added to the cost of a commercial charter,

giving a total of £95,200 in comparison with the RAF full costs of
fwﬁ,!;u. On any basis of calculation a commercial charter would: cost

in real terms at leas®™ £4,410 more than an RAF VC10 (plus the

: ' Jeommercial




commercial charge for waiting
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VIP FLIGHTS FOR MINISTERS ~ AIR TRAMSPORT COSTS

At Colin Humphreys' meeting on 24 March I agreed to let
departments know how the current full cost charges for RAF
aireraft were made up. This is done by assessing the annual
cost of the constituent elements for eachk aircraft type on t he
lines indicated in Annex A, and dividing these by the annuzl
nunber of flying hours authorised for the type, to produce the
detail in Annex B. ;

2. 'The methodology, which owes a grecatl deal to guidance from
your departiment, has recently been exanined by one of your
experts, and I understand that he was content.

55 We are in touch with British sirways to obtain an at
of how commercial costs on their VC10s and other narrow-

aircraft, such as the Boelng 707, are calculated, shal
you know the outcome when I have it to hand.

s I am copying this letter to Sir @dward Youde (FCO),‘
Peter Towers (CSD), MNike Pattison (No 10) and Peter Coston (NIO)«
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ELENENTS INCLUDED IN FULL COST CHARGES

1. Fuel. The quantity of fuel and oil consumed is costed at
the latest contract price. -

2. Spares and Servicing. Includes the cost of labour and
spares expended in overhaul and repair of airframes, engines,
aircraflt installed equipment: overheads and running costs of
ground maintenance and test eguipment,

e Wastage and Third Party Claims. An actuarial assessment
of the risk of loss of or damage to the aircraft and loss,
damage or injury claimed against KOD on behalf of third parties.

L. En Route Charges. Average costs incurred on behalf of
passengers (basic in-flight refreshment), the crew (subsistence).
and the aircraft (navigation, landing, parking and other airfield
service charges).

De Pay. Capitation rates for squadron personnel, air and
ground, including pay, pensions, training and related elements.

6. Personnel Administrat ion. Manpower costs up to Command level
that are attridbutable to administrative support of squadron
personnel.

T Airfield Overheads. Depreciation and interest on capital
for RA¥ estate, buildings and installations attributable to
the squadron; and ground fuels, heating, lighting etc.

B Aircraft Depreciation. The estimated replacement value of
aircraft, at current prices, amortised over the estimated life
(20 years in the case of the VC10),

T Interest on Capitsl, The principal is the mid life
depreciated value, updated for price, and the rate of interest
reflects the regquired rate of return on investment. '

10. Contingency Allowance. Calculated in accordance with the
Treasury's 'Guide to the Calculation of Fees and Charges'.

NSRS A N LR
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ATk TRANSPOIT COSTS

( 3 -
Following vour meeting on 24 March I have checked with A/;,,f
the civil air charter firms mentioned in the Rules 7 A
Govern’n" Travel By Ministers on the prices they would
charge for a return trip te NI by comnarable aircraft
to the LAT Andovers and HS 125s. The charges appear to
be broadly comparable with the extra costs charged by
the ‘MOD nrior to 1 April this year: in some cases they
are marrinally hirher and in other cases marginally lower.
I understand that the firms concerned could make appropriate
arrangements for security, insurance and so on.

2 This places me, as a representative of a customer
department, in a dilemma unless we can Tresolve the charges
issue verv soon. As.a customer the choice for me 1.5
clear: cither we should revert to extra costs for RAF
flirhts which on balance I would prefer both for security
and convenience reasons; or I should po-out to civil
charter and arree with you anproonriate adjustments to

+he PESC transfer. 1 accevnt, however, that other
Departments have different cholces to make.
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J F MAYNE
(Dictated by Mr ilayne and
ol e bl ARG S SRl sirned in his absence)
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Copies to be sent to
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¥r Youde FCO ~

My lowers CSD

Mr Kerr %reasury

Mr J Roberts AUu(uJ)(“\r
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10 DOWNING STREET

From the Principal Private Secretary 26 May, 1981

You will remember that I wrote to you on 9 February
about the new system under which No.10 will be charged full costs
for the use of RAF aircraft.

Following up the suggestion in your reply of 4 March,
Colin Humphreys held a useful meeting to clarify how the current
full-cost charges for RAF aircraft were made up. We have been
studying the figures produced following this meeting, and have
done some research on what the private sector would charge for
comparable services, disregarding for the moment the prestige value
of using the RAF and the possible extra costs of security.

Our research suggests that the cost of commercial charter
of, for example, an HS125, at present runs at around half the hourly
rate for an RAF aircraft. I am satisfied that the charges quoted to
us are properly related to private sector costs, and are not 'loss
leaders'" designed to attract new business. On the basis of a
commercial aircraft operating a 300 hour year, the highest estimate of
cost which we have found in the private sector is something below
£1,500 per hour, compared to £2,720 per hour for the RAF. We recognise
that RAF utilisation policy for their aircraft accounts for part of
the higher cost. We have also taken some account of the fact that the
use of commercial aircraft will incur additional (hidden) security
costs. We can justify paying some kind of premium for the quality,
efficiency, and security value of a service provided by the RAF.

But these benefits cannot bridge a gap as large as this, given the
amount of flying involved in the Prime Minister's programme.

I wonder therefore whether I could ask you to look once
again at the full cost calculation for RAF aircraft, perhaps making
some more direct comparison with the way private users calculate
their costs. It may be that there is scope for revising full cost
charges in a way which will reduce the figure to one which allows an.
acceptable premium over commercial charges If this is not possible,
it seems to me very 11ke1y that the main user departments will wish
seriously to consider using commercial charter for the bulk of
Ministerial travel. On the basis that 32 ‘Squadron exists primarily
to provide a VIP flying service, I suppose that the consequence of a
move to commercial charter might be the run . down of the Squadron.
Such a development should release the PESC provision necessary to cover
the commercial payments Departments would incur and thus avoid problems
about PESC transfers which apparently came up at Colin Humphreys' meeting
I fear that there may be some transitional problems of PESC allocation,
and it may not seem an attract%v% aluifon but it does seem to be the

logical conclusion. ?&?‘ _
Nk /The only
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The only other option which we can see relates to the spare
capacity exception acknowledged by the Treasury in the discussion
over full cost charging. I think all are agreed that this is not
likely to apply in the case of 32 Squadron, which, as I say, you may
want to run down if customer demand falls off for VIP flying. In
the case of a VC 10 flight, however, the picture may be different.
Occasional journeys by the Prime Minister, the Foreign and
Commonwealth Secretary and Defence Ministers cause a rescheduling of
the Service tasks which are the reason for maintaining these
aircraft, but such travel is a residual function. The total cost
of running the Prime Minister's office is at present around
£2 million per annum and the VC10 costs are a significant item in
a year like this one. Again, the logic of the full cost
arrangements seems to be that the Prime Minister should go to
British Airways for charter service. In this case, there are
problems over the non-availability of a British built aircraft,
which perhaps slightly increases the premium we should be prepared
to pay for the RAF service. But I think we do need to look
again at the case for handling VC10 flights on an extra cost basis.

I am sorry that these issues, as they apply to the few non-
Defence Ministers who travel regularly, are only being examined
in detail now. But this does at least show that the full cost
system is having the desired effect. Our security advisers
are prepared to see us use commercial charters, and I suspect
that the Prime Minister will instruct us to do so unless the RAF
charges can in some way be brought more into line with commercial
ones.

I am sending copies of this letter to Ken Stowe (Northern
Ireland Office), Teddy Youde (Foreign and Commonwealth Office),
and John Hansford (HM Treasury).

C A. WHITMORE

Sir Frank: Cooper, G CeBL, 1 CoMGs




DRAFT LETTER FROM CLIVE WHITMORE TO SIR FRANK COOPER

AIR TRAVEL BY THE PRIME MINISTER

You will remember that I wrote to you on 9 February about
the new system under which No. 10 will be charged full costs
for the use of RAF aircraft.

Following up the suggestion in your reply of 4 March,
Colin Humphreys held a useful meeting to clarify how the current
full-cost charges for RAF aircraft were made up. We have been
studying the figures produced following this meeting, and have
done some research on what the private sector would charge for
comparable services, disregarding for the moment the prestige
value of using the RAF and the possible extra costs of security.

Our research suggests that the cost of commercial charter
of, for example, an HS 125, at present runs at around half the
hourly rate for an RAF aircraft. I am satisfied that the charges
quoted to us are properly related to private sector costs, and
are not "loss leaders' designed to attract new business. On the
basis of a commercial aircraft operating a 300 hour year, the
highest estimate of cost which we have found in the private sector
is something below £1,500 per hour, compared to £2,720 per hour
for the RAF. We recognise that RAF utilisation policy for their
aircraft accounts for part of the higher cost. We have also taken
some account of the fact that the use of commercial aircraft will
incur additional (hidden) security costs. We can justify paying

some‘gind of premiuqiigg the quality, efficiency, and security value

of Eﬁﬂ-service& But these benefits cannot bridge a gap as large
as this, given the amount of flying involved in the Prime Minister's
programme.

As I said in my earlier ldtter, the Prime Minister strongly
favours the principle of full cpst chargingxﬂk§he is—confident Wi
that it will lead departments fo take seundly-based decisions

/on the use




on the use of their resources. [One consequence will be to
expose situations where Government maintains services which
could be more competitively supplied from the private sector.
In this particular case, it is/ the change to full cost charging
which has drawn our attention/to the possibility of finding
significant economies on air [travel expenditure.
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to look once again at the\full cost calculation for RAF aircraft,

perhaps making some more direct comparison with the way private users
calculate their costs. It\may be that there is scope for revising
full cost charges in a way Wwhich will reduce the figure to one which
allows an acceptable premium over commercial charges. If this

is not possible,'it seems to me oV that the main user
departments will wish seriously to consider using commercial

charter for the bulk of minigterial travel. On the basis that

32 Squadron exists primarily {to provide a VIP flying service,:ﬁ:
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to be the logical conclusion.

The only other option which we\can see relates to the spare
capacity exception acknowledged by e Treasury in the discussion
over full cost charging. I think all are agreed that this is
not likely to apply in the case of 32 Squadron, and that if customer
demand falls off for VIP flying, we wil\ll want to run down the
facilities which provide the service. \In the case of a VCI1O,
however, the picture may be different, \Occasional journeys by

the Prime Minister, the Foreign and Commonwealth Secretary and
DA

your—ewn Ministers cause a rescheduling of the‘gervice tasks
which are the reason for maintaining these aircraft, but such
travel is a residual function. The total cost of running the

/Prime Minister's




Prime Minister's office is at present around £2 milliqpiper annum

and VC10 costs are a significant item in a year like this one.
Again, the logic of the full cost arrangementg” seems to be that

the Prime Minister should go to British Airmays for charter

service. In this case, there are proble over the non-availability
of a British built aircraft, which pexrHaps slightly increases the
premium we should be prepared to pay for the RAF service. But I
think we do need to look again at//the case for handling VC10 flights
on an extra cost basis.

I am sorry that these iSsues, as they apply to the few
non—Defehce Ministers who tyavel regularly, are only being examined
in detail now. But this dges at least show that the full cost
system is having the required salutary effect. Our security
advisers are prepared t¢g see us use commercial charters, and I
suspect that the Prime/Minister will instruct us to gz:zowa—%hat
route unless the RAF charges can in some way be brought more into
line with commercial ones.

I am sending copies of this letter to Teddy Youde (Foreign
and Commonwealth Office), Ken Stowe (Northern Ireland Office) and
John Hansford (H.M. Treasury).




c.c. Mr, Wolfson
Mr. Allen (CO)
Supt. Cawthorne

MR. WHITMORE

MINISTERIAL AIRCRAFT: FULL COST CHARGING

Following your letter of 9 February to Sir Frank Cooper
(Flag A), the Ministry of Defence held a meeting to discuss the
implications of the RAF charging Departments full costs for
it VIP~ajrerafts

Following the meeting, the Ministry of Defence produced a

breakdown of their charges (Flag B). This shows an hourly
charge for an HS125 of £2720.

We have spoken to McAlpine's about what they charge for an
HS125. Their off-the-record figures, exclusive of interest on
capital and .depreciation , are at Flag C. On the worst assumptions
about interest and depreciation, it seems that private sector
charges for an HS125 could not be more than £1500 per hour.

The FCO have done some similar research, and have reached
broadly the same conclusionfb)lt is unlikely that the extra
costs of security for private sector charter, or the loss of
prestige that comes from flying with the RAF, could bridge the
gap between private sector and RAF charges.

This leads to one of three conclusions:

(a) either the RAF's charges are calculated on the

wrong basis;

(b) or the RAF are uncompetitive, and we should not
be subsidising their VIP service;

(c) or the RAF have defence reasons for running these
aircraft, and the VIP service is a marginal cost product.
This is much more likely to be the case with VC10s than
the HS125s and Andovers. In these circumstances,

Mr. Allen confirms that the RAF should charge a market

rate.

/ I have agreed




I have agreed with Mr. Pattison, Mr. Allen, and the FCO
that it would be useful if you could intervene in the corres-
pondence on this subject in the terms of the attached draft
to Sir Frank Cooper. We should put pressure on the RAF to
examine their charges carefully before we take any decision
to go to the private sector for these services. You will
also wish to consider whether you would be satisfied on
security grounds to charter’' ' private aircraft for the Prime

Minister.

Wk,




10 DOWNING STREET

From the Principal Private Secretary 9 Februa 1981

P E.R SO N Anly

AIR TRAVEL BY THE PRIME MINISTER

We are due to go over on 1 April 1981 to the new system
under which No. 10 will be charged full costs for the use of
RAF aircraft.

We have known for some time that the new arrangements
were going to result in a substantial increase in the annual
cost of the Prime Minister's air travel. For example, David Omand
wrote to Mike Pattison on 3 October 1980 giving him the breakdown
of the RAF VC1l0 flying hour costs under the present system and
under the new one: this shows that the cost would jump from
£2,170 a flying hour to £5,270. The Prime Minister is aware of
this change in the costing arrangements and accepts that it must
apply to her travel as part of the more general move to charging
for services on a repayment basis.

The attached note to David Omand's letter of 3 October 1980
also warned us that the RAF's full cost rates were likely to be
higher than those of their civil counterparts because the. amount
of flying allowed to the RAF VC10 was deliberately restricted to
prolong the aircraft's in-service life, whereas a commercial air-
line would make much more intensive use of its assets. This
warning is now beginning to take practical shape. The Prime Minister
is due to go to India and the Gulf States in April, and this will be
the first occasion when the new system of charging full costs will
apply. The estimated charge for using an RAF VC10 for the trip is
£166,000 (under the existing system the figure would be £69,000).
We have had enquiries made to see how this compares with what
British Airways would charge us if we used one of their aircraft.
The cost of using a Boeing 707 with a special interior fit of the
kind which the RAF provide when the Prime Minister uses one of
their VC10s would be £85,000. If we used a British Airways VC10
so that the Prime Minister did not fly in a foreign aircraft, the
cost would be £90,000 (but this would not be an option which would
be open to us for overseas visits after the one to India and the
Gulf States because British Airways are withdrawing their VC1l0s
from service).

/We had not
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We had not expected that the difference between the
RAF¥'s charges and a commercial airline's would be so great,
but the disparity is such that we really have no alternative
but to use British Airways. This situation is going to repeat
itself whenever non-Defence Ministers want to undertake a
long journey of the kind for which in the past they would have
used an RAF VC10. It means that while Defence Ministers and, I
suppose, the Chiefs of Staff will be flown by the RAF in British
aircraft to countries overseas, the Prime Minister and Ministers
from civil departments - and in particular the Foreign and
Commonwealth Secretary - will have to fly in foreign aircraft when
they go abroad in future. I do not think that anybody foresaw
that this situation would arise when it was decided to move over
from the present system of charging to the new one.

I am not sure what we can now do. One possibility is that
we should stick with the existing arrangements for charging for
Ministerial flights using RAF aircraft. Another is to get the
RAF to look at the basis on which they calculate full costs to see
whether they can be brought more into line with commercial charges.
I wonder whether it would be helpful if when you have had time to
think about the problem, I were to come across and have a word
with you.

a A WHITMORE

l".v
/

Sir Franﬁ/996§ér, G.C.B., C.M.G.
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between 0600 and 2300 nours and come under patrol by the alirport
security staff. Special Branch are in any case  at Luton Airport.

Possible use of helicopters

13. McAlpines also operate single-engine, 5 seater Squirrel
helicopters out of their own heliport at Swallow Lane, Hayes,
Middlesex (Contact Captain Lyall Thomson 01-848 SH22) .. Ihey
intend to re-equip this September/October with the twin-engine
version which provides for an .all-weather, 24 hours flying
capability. In September/October 1982 they plan to acquire the

8 seater Dauphin helicopter which has already shown itself capahle
of the London/Paris flight in just over one hour. The new
heliport at Blackfriars Bridge will shortly become operational
and once helicopters like the Dauphin are available there would
be considerable savings in total travel time for flights to Paris
and Brussels direct from Blackfriars, ;

T TS S
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Fixed hourly rates for MeAlpine's helicopters are:-
Squirrel single engine £245
- Squirrel twin engine (estimate) £330-350

Dauphin twin engine ‘
(1981 estimate of 1982 rate) £750-800

There is a minimum charge equivalent to two hours flying a day.

14, Conclusions

é) RAF "full costs" are well above "market rates". Even their
variable costs appear inflated in comparison to commercial
prieang.

The present FCO requirement for charter aircraft is well below
break even point for the efficient use of the capital cost
involved. Other users within the FCO cannot be identified

on economic grounds., Other users within Whitehall eg Northern
Ireland Office might however be located. :

Operational costs of an I'CO aircraft only come close to
commercial charter rates if a Joint user arrangement were
used and receipts from fees paid by other users were more
or less the maximum possible under such a scheme. In the

. bresent climate, this second proviso would be difficult to
ensure. '

Civil chartering rates are well below RAF "full costs".
Security should not be a major problem. Given our limited
requirement and the short duration of most Journeys civil
charters would be a more economic alternative than ovner—
ship, avoiding the need for capital outlay and future
additional expenses likely to arise when operating an
aircraft. :

Sipt
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A contract "guaranteeing" to provide chartered aircraft
to meet a specified annual requirement would allow.a
similar degree of flexibility in arranging the Secretary
of State's programme for a visit as provided at present
when RAF HS125 aircraft are used. _ .

Alternatively, the possible availability in future of the
CAA Flying Unit should be further explored. Their rates
are similar to the RAF's earlier "additional costs".

M R McIntosh (Miss) i
c¢/o Personnel Operations Department

25%. 9825
1 May 1981

copies to: Miss Chaplin
(PCD)
G 6/G
Mr Streeton

Finance Officer
CH 504

Vi Qievole
. \D

=
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Mr Brighty
Deputy Head of Personnel Operations Department

AN FCO AIRCRAFT

Current Requirement

qas Non-Cabinet FCO Ministers, almost invariably, travel by
scheduled commercial flights unless Security Department cannot
approve a particular commercial flight or an essential part of
the journey cannot be covered by a commercial flight. In either
case, the Secretary of State must approve the use of a chartered
aircraft. In practice, the Lord Privy Seal also normally travels
on commercial scheduled flights, subject to Security Department's
approval. The present need to use RAF charter flights arises
therefore principally for the Secretary of State, who is usually
accompanied by an off1c1a1 DATEY. 0L 57

2 There is provision in the 1981/1982 Estimates to cover the
following total journeys calculated at the new RAF "full cost"
rate: -

Total no of

Secretary of State:- flying hours

Cost

VC10 217 £1,145, 311
Secretary of State/LPS .

HS125 & 239,567

Secretary of State

accompanying the PM

(FCO share of costs) 122h 30m & 256,982
A breakdown of RAF "full costs'" are at Annex A.

Availability and price of aircraft

D There is no longer a British-made substitute for the VC10
and the limited FCO use of the long haul aircraft would make it
impractical to consider buying, for example, a Boeing 707 which
airlines expect to use for at least 4000 flying hours a year to
ensure cost-effectiveness. Although our use of HS125 aircraft
is even further limited, the lower purchase price and operating
costs of this and similar aircraft was considered worth further
evaluation given the large increase in RAF rates. Prices quoted
by the Department of Industry Air Division (contacts

Mr Illingworth 212 6398 and lMr Smith 212 6608) for possible air-
craft in this range are:

/HS 125/700

i 7]
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HS 125/700 series (new) £2.86 million
BA 146/100 series (new) £5 million
BAC 1-11 (secondhand) &1l s 5 ma 18 Hion

Gulfstream III (new)
(US built, RR engines)

£4.4% million

Leavjet 55 (new) : s
(Canadian built) £2.05 million

The majority of the journeys undertaken by the Secretary of State
in RAF HS125 aircraft are within a range of 200 nm ie Brussels,
Paris. The need to provide space for more than his usual official
party of 7 does not arise and although the initial purchase price
for the secondhand BAC 1-11 is attractive there is unlikely to be
a need to take advantage of its ability to accommodate up to 119
passengers. Its range limits it, for our purpose,” to European
destinations and it could undertake only one or two of the journeys
scheduled for an RAF VC10. Detailed breakdowns of the operating
costs of the other two British aircraft are at Annex B and C,

I regret that some caution is required in considering these
figures as firm. They have been extrapolated from costs incurred
by airlines flying at least 1000 hours a year. The breakeven
point for the efficient use of these aircraft for executive use

is at least 500 preferably 600. The variable costs also alter
depending on the distance involved with each flight. On our
present usage of the HS125 aircraft, only one journey is just

over 900 nm and most are between 2-300 nm., We should never there-
fore make the most economical use of the aircraft's range and fuel
consumption. Although I have calculated the cost of the HS125/700
series as £1,161 on the basis of Jjourneys in the 500 nm range, the
prevalence of shorter distances in our requirement could increase
variable costs considerably. One operator quoted &£1,500 as the
true cost per flying hour for the HS125,

4, Since our present flying hours for short haul aircraft are
even below 100 hours a year I tried to identify other possible
users within the FCO., I first looked at the forecast of journeys
to be undertaken by the Lord Privy Seal and other FCO Ministers.
These total approximately 140 flying hours, involve, on average,
three officials in addition to the Minister and are again usually
to relatively close destinations. The cost on the basis of using
commercial scheduled flights is &41,181, approximately £295 a
flying hour or around £70 per head per flying hour, whereas the
cost per head of flying in an FCO aircraft for the same party of
four would be £290. - The difference is so great that a switch to
using our own aircraft for such Journeys could not be justified
on economic grounds except to keep the aircraft aidbstatial ot Joh el v
were deemed necessary to increase the number of accompanying
officials, -

/%,
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Bie I then consulted Personnel Services Department about the
cost of regular duty travel by senior officers serving at home.
They had carried out a similar exercise a year ago to compare
the cost of scheduled flights with the use of commercial charter
flights, They concluded that the numbers involved at any one
time still make travel by scheduled flights less expensive
particularly now that the airlines are offering a range of
reduced fares to European destinations. The same would no doubt
apply to travel on postings to posts in Europe especially as
many officers usually elect to travel by motor car.

6. I was unable therefore to identify a total requirement within
the FCO, on the basis of our present commitment for overseas
travel anywhere near the 200 flying hours, considered a minimum

by the trade to justify ownership on anything but prestige grounds.

7% As one of the largest operators of short haul aircraft,
McAlpine Aviation Ltd are also able to provide aircraft management
and operating services either on an exclusive or joint user basis
it was possible that such a scheme could reduce our operating costs
and the additional staff costs involved in administration. Given
our limited requirement for an HS125 their joint user contract
could make a useful contribution to the direct costs of ownership.
Revised costs on this basis are at Annex D. Under such an arrange-
ment we would receive 80% of net charter income ie £840 on the
basis  of McAlpine's fixed rate of &£1,050 a flying hour. Specimen
contracts for either service are at Annex E and F.

8. DMcAlpine's Commercial Director admitted however, that in the
present industrial recession, demand for commercial chartering has
dropped off and at present they can only provide about 450 flying
hours for their aircraft. This situation is hopefully not
permanent but meanwhile it would be over optimistic to expect to
receive the maximum receipts from the spare time actually available.
It is also necessary to take into account the effect of these
arrangements if the use made of our aircraft by other McAlpine
customers is considerably less. Variable costs for our own usage
would in any case remain the same, since McAlpine's management and
servicing fees do not cover maintenance labour costs, spares etc.

9. This scheme would offer considerable savings over RAF "full
costs" charges and at its best could reduce operating costs below
commercial charter rates but this would not be the case if receipts
were less than the rate due on say 150 flying hours.

Civil Charter

10. I contacted in addition to McAlpine Aviation the CAA Flying
Unit, Thurston Aviation and Hogg Robinson (Travel) who act as
brokers. '

/ a)
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CAA Flying Unit (based at Stansted Airport)
(Contact Captain Wooden, Chief Flying Officer
Phone 01-405 6922 Ext 492). '

Rates for external users per flying hour:-

HS125/%BRA

Variable costs £516
Fixed costs 109
Overheads 50

£675

HS748

Variable costs £374
Fixed costs 220
Overheads 488

£787

Captain Wooden explained that, as a result of a Board
decision some years ago that the Unit should not compete
with commercial charter firms, they had ceased to offer
their services for even Ministerial flights. For
operational reasons, Captain Wooden would now welcome the
opportunity to resume such flights. He has to find

£1.9 million (£700,000 for the HS125) to keep his 50
Inspectors in practice as pilots. If Protocol and Conference
Department who have earlier experience of the CAAFU are
interested in exploring this further it would be necessary
to send a letter to the CAA, setting out our requirement and
asking whether the Board was prepared to reconsider their
earlier ruling. Although the Unit's HS125 is an earlier,
less comfortable, model they may well have to modify it or
obtain a more up to date model to meet new noise level
standards. Incidentally Captain Wooden also expressed

his interest in providing his pilots to fly an FCO aircraft
if one is obtained. Again the Board's agreement would be
required and no details of likely cost were given but it
would most certainly be on an "additional costs" basis.

Thurston Aviation (based at Stansted Airport)
(Contact lMr Granshone 0279 815027)

Specimen quotes for a round-trip:-

(i) Stansted/Brussels (same day)
Beech Super King Air £ 950

(ii) Stansted/Belgrade (overnight stop)
Beech Super King Air . 4050

) e
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Hogg Robinson (Travel) (brokers)
(Contact Mr Hunnell 01-242 8422)

(i) Heathrow/Brussels (day trip)
HS125 (10 seats and stewardess) £1725
Citation 2 (maximum 8 seats '
no stewardess) £1135

(ii) Heathrow/Oslo (overnight}stop)
H5125 £36%0
Citation 2 £2535
(iii) Heathrdw/Belgrade (2 nights)

HS125 £5475
Citation 2 £3825

McAlpine Aviation Ltd (based at ILuton Airport)
(Contact Mr O'Neill 0582-24182)

Fixed rate per flying hour:-
HS125/700 £1050
HS125/600 £1010
HS125/400 : £1010
Exclusive of landing/handling fees, passenger taxes.

Additional charges:-

Continental overnight stops & 150
Demurrage (when aircraft is kept idle
midnight to midnight) £ 450

11. A specimen contract with McAlpines guaranteeing a specified
requirement for charter flights is attached at Annex G. Such an
arrangement would appear to overcome the disadvantages of civil
chartering on an ad hoc basis and would provide the same degree
of flexibility in timing when drawing up a programme for the
Secretary of State as does use of RAF airecraft. McAlpine's would
have no problem in positioning their aircraft at Heathrow or
elsewhere. The cost for doing so would be only the rate for the
additional flying time involved, say 40 runs ILuton/Heathrow/ILuton
plus landing/handling fees ie a total of £825-840 for positioning
at Heathrow.

Securitz

12. Use of McAlpine's services either as an operator of an FCO
aircraft or as on a charter basis would need to be approved by
Security Department. I understand that the hangars used by
McAlpines at Luton Airport are protected by beams linked to the
central airport security services. These premises are manned

/between
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between 0600 and 2300 hours and come under patrol by the airport
security staff. Special Branch are in any case’ at Luton Airport.

Possible use of helicopters

12. DMcAlpines also operate single-engine, 5 seater Squirrel
helicopters out of their own heliport at Swallow Lane, Hayes,
Middlesex (Contact Captain Lyall Thomson 01-848 3522),. They
intend to re-equip this September/October with the twin-engine
version which provides for an all-weather, 24 hours flying
capability. In September/October 1982 they plan to acquire the
8 seater Dauphin helicopter which has already shown itself capable
of the London/Paris flight in just over one hour. The new
heliport at Blackfriars Bridge will shortly become operational
and once helicopters like the Dauphin are available there would
be considerable savings in total travel time for flights to Paris
and Brussels direct from Blackfriars. »

Fixed hourly rates for McAlpine's helicopters are:-
Squirrel single engine £245
- Squirrel twin engine (estimate) £330-350

Dauphin twin engine :
(1981 estimate of 1982 rate) £750-800

There is a minimum charge equivalent to two hours flying a day.

14, Conclusions

é) RAF "full costs" are well above "market rates". Even their
variable costs appear inflated in comparison to commercial
pricing.

b) The present FCO requirement for charter aircraft is well below
: break even point for the efficient use of the capital cost
involved. Other users within the FCO cannot be identified
on economic grounds. Other users within Whitehall eg Northern
Ireland Office might however be located. -

Operational costs of an FCO aircraft only come close to
commercial charter rates if a joint user arrangement were
used and receipts from fees paid by other users were more
or less the maximum possible under such a scheme. In the
present climate, this second proviso would be difficult to
ensure, :

Civil chartering rates are well below RAF "full costs".
Security should not be a major problem. Given our limited
requirement and the short duration of most journeys civil
charters would be a more economic alternative than owner—
ship, avoiding the need for capital outlay and future
additional expenses likely to arise when operating an
aircraft. - '

/ e)
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e) A contract "guaranteeing'" to provide chartered aircraft
to meet a specified annual requirement would allow-a
similar degree of flexibility in arranging the Secretary
of State's programme for a visit as provided at present
when RAF: H8125 aircraft are used.

Alternatively, the possible availability in future of the
CAA Flying Unit should be further explored. Their rates
are similar to the RAF's earlier "additional costs".

M R McIntosh (Miss)
c¢/o Personnel Operations Department

2GRS
1 May 1981

copies to: Miss Chaplin
(PCD)
G 6/G
Mr Streeton

Finance Officer
CH 504

Yis Rlekak
B 1D
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HOURLY FULL_COST RATES (&)

VC10
Fuel e, SR o

Spares, .repairs and zround

equipment 500

Yastage and 3rd party claims 25

En route charges : : 480
Service pay etc otk 435
Personnel administration . 238
Airficld overheads 122
Aircraft depreciation : : 680
'Inte¥est on aircraft capital cost 680

Contingency allowance 490

D )
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HS 125/700 Series

Power type : Jdet
Range s 2500 nm
Capacity . 8-12

Purchase price : £2.86 million
(April 1981)

Write-off over 15-20 years
Cost per flying hour

(Annual total 500)

Variable cost:- : Journey distance:-

500 nm 1500 nm 2240 nm
Fuel ; £130 126 25

Landing fees 18 L) 9
Frame maintenance 61 59 59

Engine maintenance 91 B4
257

Direct costs

Depreciation
Interest
Insurance

Crew

Total

RESTRICTED




v RESTRICTED

BA 146/100

Power type

Range

Capacity

Purchase price
(Early 1981 price)

Write off over 16 years

Cost per flying hour:-
(Annual total 500)

Variable costs:

Fuel
Landing fees
Navigation

Maintenance

Direct Costs

Depreciation
Interest on capital

Insurance

RESTRICTED

Jet

800-1000 nm

(1500 nm with only 40-50
passengers + ‘extra fuel tank)

71-88
£5 million

255

255
£765

1462

e —.
e —

Total
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HS 125/700 Joint User Contract

Purchase price £2.86 million

Cost per flying hour:-
(Annugl total 500 hrs)

Variable costs 500 nm 1500 nm
Fuel £130 £126

Landing fees 48 10
Frame maintenance 61 59

Engine maintenance : 9

Direct costs

Depreciation £286

Interest 323
Insurance . 114
Crew (McAlpine's fee) ' 134,
McAlpine's maintenance fee 20

& 227

Total Cost Less 80% fees Less 80% fees
from 250 flying from 150 flying
hours < hours

£1297 £877 £1045
£1213% £793% £ 961

£1184 £764 £ 932

RESTRICTED




Foreign and Commonwealth Office

London SWI1A 2AH
22 April 1981

M A Pattison Esq
10 Downing Street
LONDON SW1

Q(_au (ke

MINISTERIAL AIRCRAFT

I think you know that the FCO have been thinking for some time
about the possibility of running,civilian airecraft for short-term
Jjourneys by our Ministers or, if a suitable airtm*@ could be found,
for medium-haul journeys as well.

When we spoke the other day you mentioned that you planned to
carry out an investigation into MacAlpine's charges. You may like
to know that the Chief Clerk has agreed that a member of the FCO,
Miss Miriam Mackintosh, should carry out a preliminary cost-benefit
analysis of operating a civilian aircraft, possibly as part of
MacAlpine's Joint User or OwneriExclusive Use.schemes. Miss Mackintosh
will be starting work on her project tomorrow and I should be grateful
if you could see her sometime to make sure that your investigations
and ours do not overlap. I shall be away in Ottawa all next week
so I shall ask Miss Mackintosh to get in touch with you direct.

A i S

[Re e

E B Chaplin (Miss) .
Protocol and Conference Department




M | MCALPINE  aviaion LMiTD

LUTON AIRPORT, LUTON, LU2 ONT.

YOUR REF i 2/prd TELEPHONE : LUTQN (0582) 24182
OUR REF TELEX: 82185

ESTIMATED OPERATING COSTS OF HS.125 SERIES 3BRA - 600 AIRCRAFT

EXCLUSIVE USER SCHEME

ANNUAL COSTS BASED ON 450 HOURS PER ANNUM

1% Fixed Costs:

Insurance (indication)

Management Fee

Scheduled Maintenance to 450 hours
including Hangarage, Technical = -
Publications and CAA Fees

SUB TOTAL 1:

Direct Operating Costs:

Power by the Hour - two engines
@ £90.00 per hour x 450 hours
Fuel @ £350.00 per hour :
Spares @ £100.00 per hour - 243,000

SUB TOTAL 1 & 2: | ' 352,850

Variable Charges:

Landing Fees (say one every 1% flying

hours) 300 @ £55.00 per landing

International Route Charge £42.50 _

per hour x 450 35,625

OWNER'S COST PER ANNUM ¢ 388,475

Cost per Flying Hour (450 hours) £863.00

The additional cost to these figures would be Crew Night Stop Expenses and Airport
Surcharges as incurred. These estimates are also exclusive of Aircraft Handling
and Parking together with any Airport Passenger Arrival or Departure Taxes.

NOTE: These estimates do not take into consideration the cost of capital
employed on the one hand, nor the benefits of tax allowances on the

other. <

Directors: K. McAlpine D.L. R.J. Young (Managing) D.E.A. Budden F.C.A, Registered Office: 40 Bernard Street, London WC1N 1LG
S.D. Fenton J. P. B. O'Neill M.B.E. Registered Number: 977552




M MCALPINE  aviation LimiTeD

LUTON AIRPORT, LUTON, LU2 9NT.

>

YOUR REF e TELEPHONE: LUTON (0582) 24182
il Issue 2/pr
REF TELEX: 82185

ESTIMATED OPERATING COSTS OF HS.125 SERIES 3BRA - 600 AIRCRAFT

JOINT USER SCHEME

ANNUAL COSTS BASED ON 450 HOURS PER ANNUM

1 Fixed Costs: £

Insurance (indication) 12,000

Management Fee 59,500

Scheduled Maintenance to 450 hours

including Hangarage, Technical ¥ e
Publications and CAA Fees 29,000 100,500

SUB TOTAL 1: 100,500

Direct Operating Costs:

Power by the Hour - two engines

@ £90.00 per hour x 450 hours

Fuel @ £350.00 per hour

Spares @ £100.00 per hour ‘ 243,000

SUB TOTAL 1 & 2: | : 343,500

LESS: Assumed Charter Contributions

225 hours @ 80% of *£942.50 plus Fuel ‘
Surcharge of £25.00 per hour \ 175,275 1755275

168,225

PLUS: Own Use Costs

Landing Fees (say one every 1% flying o

hours) 150 @ £55.00 per landing 8,250
International Route Charge £42.50

per hour x 225 9,562

OWNER'S COST PER ANNUM

Owner's Cost per Flying Hour (225 hours) £826.00

The additional cost to these figures would be Crew Night Stop Expenses and Airport
Surcharges as incurred. These estimates are also exclusive of Aircraft Handling
and Parking together with any Airport Passenger Arrival or Departure Taxes.

NOTE: These estimates do not take into consideration cost of capital employed
on the one hand, nor the benefits of tax allowances on the other.

* This figure is less agents commission or discounts where applicable.

Directors: K. McAlpine D.L. R.J.Young (Managing) D.E.A. Budden F.C.A. Registered Office: 40 Bernard Street, London WC1N 1LG
S. D. Fenton J. P. B. O'Neill M.B.E. Registered Number: 977562




Mg' MCALPINE AVIATION LIMITED

LUTON AIRPORT, LUTON, LU2 9NT.

£
YOUR REF  |gsue 2/prd TELEPHONE: LUTON (0582) 24182
OUR REF TELEX : 82185 -

ESTIMATED OPERATING COSTS OF HS.125 SERIES 700B AIRCRAFT

JOINT USER SCHEME

‘ANNUAL COSTS BASED ON 450 HOURS PER ANNUM

1.  Fixed Costs:

Insurance (indication)

Management Fee

Scheduled Maintenance to 450 hours

including Hangarage, Technical

Publications and CAA Fees , 112,250

SUB TOTAL 1: 4 112,250

Direct Operating Costs: |

Engine Maintenance - two engines
@ £52.00 per hour x 450 hours
Fuel @ £205.00 per hour

Spares @ £100.00 per hour 160,650

SUB TOTAL 1 & 2: 272,900

LESS: Assumed Charter Contributions

225 hours @ 80% of*£987.50 plus Fuel
Surcharge of £20.00 per hour

PLUS: Own Use Costs

Landing Fees (say one every 2% flying

hours) 90 @ £55.00 per landing : 4,950

International Route Charge £42.50

per hour x 225 9,562 14,512

OWNER'S COST PER ANNUM ° TR 104,937
Owner's Cost per Flying Hour (225 hours) , £466.00

The additional cost to these figures would be Crew Night Stop Expenses and Airport
Surcharges as incurred. These estimates are also exclusive of Aircraft Handling
and Parking together with any Airport Passenger Arrival or Departure Taxes.

NOTE: These estimates do not take into consideration cost of capital employed
on the one hand, nor the benefits of tax allowances on the other.

* This figure is less agents commission or discounts where applicable.

Directors: K. McAlpine D.L. R.J.Young (Managing) D.E. A. Budden F.C.A. Registered Office: 40 Bernard Street, London WC1N 1LG
S. D. Fenton J. P. B. O'Neill M.B.E. Registered Number: 977552




M | MCALPINE  aviaTion LimiTED

LUTON AIRPORT, LUTON, LU2 9NT.

£
YOUR REF . TELEPHONE: LUTON (0582) 24182

Issue 2/prd
OUR REF /p TELEX : 82185

ESTIMATED OPERATING COSTS OF HS.125 SERIES 700B AIRCRAFT

EXCLUSIVE USER SCHEME

ANNUAL COSTS BASED ON 450 HOURS PER ANNUM

Fixed Costs: £

Insurance (indication) 20,000
Management Fee 68,850
Scheduled Maintenance to 450 hours

including Hangarage, Technical
Publications and CAA Fees 32,750 121,600

SUB TOTAL 1: | ) 121,600

Direct Operating Costs:

Engine Maintenance - two engines

@ £52.00 per hour x 450 hours

Fuel @ £205.00 per hour

Spares @ £100.00 per hour ol 2 ; 160,650

SUB TOTAL 1 & 2: 282,250

Variable Charges:

Landing Fees (say one every 2% flylng

hours) 180 @ £55.00 per landing '

International Route Charge £42.50

per hour x 450 i 29,025

OWNER'S COST PER ANNUM 3 : 311,275

]
R ——————

' Cost per Flying Hour (450 hours) ; £692.00

The additional cost to these figures would be Crew Night Stop Expenses and Airport
Surcharges as incurred. These estimates are also exclusive of Aircraft Handling
and Parking together with any Airport Passenger Arrival or Departure Taxes.

NOTE: These estimates do not take into consideration the cost of capital
employed on the one hand, nor the benefits of tax allowances on the

other.

Directors: K. McAlpine D.L. R.J. Young (Managing) D. E.A: Budden F.C.A. Registered Office: 40 Bernard Street, London WC1N 1LG
S. D. Fenton J. P. B. O'Neill M.B.E. Registered Number: 977552
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From: J 1 Roberts (AUS(S0)(4ir))

MINISTRY OF DEFENCE
Main Building, Whitchall, London swI1A 2HB
Telephone (Direct Dialling) o1-218 6282
(Switchboard) o1-218 gooo
AUS(S0)(Air)/202/81 :
13 April 1981

J E Hansford Esq
HM Treasury

Grealt George Street
S W 1

iaéﬂmvﬁgnjérl/

VIP FLIGHTS FOR MINISTERS - AIR TRANSPORT COSTS
v

At Colin Humphreys' meeting on 24 March I agreed to let
departments know how the current full cost charges for RAF
aircraft were made up. This is done by assessing the annual
cost of the constituent elements for each aircraft type on the
lines indicated in Annex A, and dividing these by the annuezl
nunmber of flying hours authorised for the type, to produce the
detail in Annex B.

e The methodology, which owes a great deal to guidance from
your department, has recently been examined by one of your
experts, and I understand that he was content.

3 We are in touch with British Airways to obtain an assessment
of how commercial costs on their VC10s and other narrow-bodied
aircraft, such as the Boeing 707, are calculated. I shall let
you know the outcome when I have it to hand.

4. I am copying this letter to Sir Edward Youde (FCO),
Peter Towers (CSD), Mike Pattison (No 10) and Peter Coston (NIO).

: (z;::i;z&«~44 AR
. : i
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ELEMENTS INCLUDED IN FULL COST CHARCES

15 Fuel, The quantity of fuel and oil consumed is costed at
the latest contract price.

2l Spares and Servicing. Includes the cost of labour and
spares expended in overhaul and repair of airframes, engines,
aircraft installed equipment; overheads and running costs of
ground maintenance and test eguipment.

B Wastage and Third Party Claims. An actuarial assessment
of the risk of loss of or damage to the aircraft and loss,
damage or injury claimed against MOD on behalf of third parties.

iR En Route Charges. Average costs incurred on behalf of
passengers (basic in-flight refreshment), the crew (subsistence)
and the aircraft (navigation, landing, parking and other airfield
service charges).

Dig Pay. Capitation rates for squadron personnel, air and
ground, including pay, pensions, training and related elements.

(555 Personnel Administration. Manpower costs up to Command level
that are attributable to administrative support of squadron
personnel.

Te Airfield Overheads. Depreciation and interest on capital
for RAF estate, buildings and installations attributable to
the squadron; and ground fuels, heating, lighting etc.

8. Aircraft Depreciation. The estimated replacement value of
aircraft, at current prices, amortised over the estimated life
(20 years in the case of the VC10).

9. Interest on Capitsl. The principal is the mid life
depreciated value, updated for price, and the rate of interest
reflects the reguired rate of return on investment.

10. Contingency Allowance. Calculated in accordance with the
Treasury's 'Guide to the Calculation of Fees and Charges'.




ANITEX B

HOURLY FULL COST RATES (&)

VC10 Andover
Fuel o7 bt ' 1620 251

Spares, -repairs and ground S
equipment A ; ) 500 407

Wastage and 3rd party claims 25 ' ” 36

En route charges , o 480

Service pay etc ‘ 435
Personnel administration | 238
Airfield overhe;ds : 122
Aircraft depreciation : 680
'Intefest on aircraft capital cost 680

Contingency allowance 490

P
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NORTHERN IRELAND OFFICE
- GREAT GEORGE STREET,
' LONDON SWIP 3A)J

FIN 47/287/01

D C Humphreys Esqg CMG
DUS(Airg

Ministry of Defence
Main Building
Whitehall oy ; '
LONDON SW 1. 10 April 1981

e, Tl A

ATR TRANSPORT COSTS

.

Following your meeting on 24 March I have checked with

the civil air charter firms mentioned in the Rules
Governing Travel By Ministers on the prices they would
charge for a return trip to NI by comparable aircraft

to the BRAF Andovers and HS 125s. The charges appear to

be broadly comparable with the extra costs charged by

the MOD vprior to 1 Abril this year: in some cases they

are marginally higher and in other cases marginally lower.

I understsnd that the firms concerned could make appropriate
arrangements for security, insurance and so on.

2. This places me, as a representative of a customer
department, in a dilemma unless we can resolve the charges
issue very soon. As a customer the choice for me is
clear: either we should revert to extra costs for RAF
flights which on balance I would prefer both for security
and convenience reasons; or I should go out to civil
charter and agree with you appropriate adjustments to

the PESC transfer. 1 accept, however, that other
Departments have different choices to make.

Ko ool
. /g&Q79fhn0k
'J F MAYNE

(Dictated by MNr Mayne and
sicned in his absence)

Copies to be sent to

&

¥r Youde FCO

Mr Towers CSD

Mr Kerr Treasury

Mr J Roberts AUS(S0)(Air) MOD




/’A l' cc Mr Alexander
MR WHITMORE Miss Parsons
YV

Cost of Prime Minister's Air Travel

Today's meeting at the Ministry of Defence made some limited

progress.

The basic principle of full cost charging was endorsed by all
present (Defence, Treasury, FCO, NIO, and me). The particular
problem of applying this principle in respect of VCl0s was
acknowledged. We might have made more progress by focusing
on this area of uncertainty were it not for the fact that the
NIO saw the risk of being isolated, as their interest is exclusively
in the short-haul aircraft.

As one result of the meeting, MOD will circulate breakdowns
of the full cost charges in respect of HS125s, Andovers, and VC1lO0s.
(No-one else had seen the VC10 breakdown offered to us last October.)
Enquiries will also be made through the Department of Trade to see
whether comparable cost figures are available for British Airways'
VCl0s. There was the general belief that there might be scope
for recalculating the '"full cost'" of all RAF aircaft used for VIP
flying. (When we have those figures, we might even contemplate
asking commercial accountants to have a look at them, following
the precedent used recently with the water authorities.) This
approach might offer some reduction, but I doubt whether it can
do much to affect the scale of the discrepancy between what is
now available commercially and what is currently assessed as the
full cost of using RAF aircraft.

The second area of discussidn was the basis of the PESC
transfers. The Treasury take the view that user Departments have
received a PESC transfer in respect of the full cost of MOD
services in the expectation that they will spend the money on
MOD services. MOD argue that if those services are not to be
purchased by the user Departments, then the extra allocations
should be transferred back. The Treasury seem to accept this,
arguing that user Departments would then be left with travel

/funds
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funds on the basis of the old extra cost charges. The FCO

and I argued that full cost arrangements were designed to enable
Ministers to make the best use of resources: that the transfers
ought to provide us with funds which we could disburse on the

most economical services available to us: and that if the

Prime Minister wished to use the extra money more efficiently

by, say, travelling commercially as well as/R}rﬂgfters without
exceeding the overall cash limit for No.1l0, this ought to be
perfectly legitimate. On the other hand, if the Treasury insisted
that MOD should get back the difference between extra cost and
SN c oSt chargihg when we use charters, the real cost to public
funds under the new system could be increased: Defence would
spend on defence tasks most of the funds earmarked for real cost
travel, whilst the Prime Minister might spend slightly more on
commercial hire than on the old extra cost travel system.

lKnd this ignores hidden security costs;7 By this means, she could
reduce the increase in the published cost of running No.1l0 from
about 15% in the current year to perhaps 6 or 7%, but public funds
would actually be meeting more costs. All this suggested that the
full cost system as interpreted for the VCl0s would not have the
intended effect of improving resource management. The only way

to improve it in these circumstances would be if MOD felt able

to slim down their VC1l0 fleet, but at present they were maintaining
the line that it had to be kept at present levels for the war-
time task.

All this led back to one of the>two exceptions allowed under
the full cost arrangements by the Treasury: cases where spare
capacity could more efficiently be utilised by some variation
in charges. There is no clear cut answer in respect of the VClO0s,
but MOD and Treasury do seem to acknowledge that there is a problem,
and that it could be possible to reconsider the details in the
particular case of the VCl1l0 without undermining the basic
principles. We will not, I fear, find a solution quickly, but
we will be able to improve the system in time for the PM's summer
travels.

/1
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VIP FLIGHTS FOR MINISTERS - AIR TRANSPCRT COSTS

I am responding to your letter of 27 February to John Mayne,
as the question of charges for flights in RAP aircraft falls in
my sphere of responsibility. Since this has become a topic of
rather more general interest in Whitehall in recent weeks, I am
copying this more widely than yours.

The RAF possesses a number of types of aircraft suitable for
the carriage of VIP passengers: long-range VC10s8, short and
medium-range HS125s and Andovers of No 32 Squadron, @nd
helicopters.” (There are also the aircraft of The Queen's Flight
which can be used under certain conditions by a limited list of
senior Ministers.) The size of the VC10 fleet igs based on its
‘war-time task, although it is of course a capital asset from
which we get a great deal of use in peacetime., As for the
communications aircraft, the size of the fleet takes account of
the peacetime requirement for VIP flying - a substantizl
proportion of which is for Ministers. Unfortunately we are
unable to run the communications fleet like an airline., Our
flying intensity is much less (some civil aircraft spend anything
up to 92 nours per day in the air) and we are obliged to refain
the aircraf't for as long as we can, in order to postpone the
ceplital cost of replacement. We cannot write them off as a eivil
operator would do. Thus our full cost rates tend to be abecve the
commercial eguivalent because overheads have to be aswortized over
fewer flying hours. On the other hand, of course, our Whitehsll
customers derive the benefits of security and convenience, for
example when flown to places or at times that cannot be acceommodated
by scheduled or chartered flights., This is one of the major
reagons why the fleet was established in the first place,

In March lest year we wrote top all our customer Departments
forewarning them of the cost implications of DAC 7/7Y - the
Treasury rules introducing the need for full adjustme

petween Excheguer Departments - and asking them to (
effect these might have on their Ministers' use of RAL 4% Trom




1981/82. The main purpose was to establish the value of PES
transfers that would be needed to neutralise the effect on
departmental estimates. (In the event, I understand that in
settling the 1981/82 Estimate the Treasury made adjustments based
upon pay and price variations, which for all practical purposes
comes to the same thing.) For example, a sum of £1.3M at Survey
80 prices was agreed with the NIO, representing a gross turnover
of £1.6M at Survey prices or about £2.0M at 1981/82 prices; &£.3M
has been transferred from MOD to your Estimate provision
specifically to offset the higher charges for the Prime Minister's
flights, and adjustments to MOD votes have also been agreed wi th
the other customer Departments.

I do not think therefore that there can be any question of
reneging on this arrangements, at least for 1981/82, as the NIO
have suggested, though the Treasury may care to comment on the
practical possibility of putting the pay and price adjustments into
everse.. - We certainly cannot afford to do without the
prospective receipts against which the transfers were agreed, As
for the presentational point, I should have thought it was
perfectly possible to draw a distinction between a transfer between
Exchequer Departments and a payment to a commercial firm., But here,
again, perhaps the Treasury may like to comment, since the ruling is
basically theirs.

You probably know that hecause of current pressures on the
Defence Budget, and in particular on the over-riding need to
conserve fuel, we have had to cut back very severely already on
the utilisation of the communications fleet, If, in the years
following 1981/82, Departments @as a whole believe that they will
be making less use of our aircraft than in the past, then it is
inevitable that the guestion of maintaining the fleet ai its
present size will arise. We could not afford to keep the present
number of aircraft in operation against a potential VIP commitment
without knowing whether other Government Departiments would prefer to
use them or the civil operators. But of course if they are
allowed to go it is unlikely that they will be replaced,
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Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400

Mike Pattison
Private Secretary to the
Prime Minister

10 Downing Street
LONDON SW1 19 March 1981

You asked for a note about PES transfers to CSD for full cost
basis repayments for MOD charter aircraft costs.

There has been a general directive to departments to move from
an extra cost to a full cost basis on repayment transactions
between Exchequer departments. The Ministry of Defence will be
implementing this change from 1981-82 in respect of departmental
use of RAF aircraft. This change will roughly treble the charge
borne on the CSD's vote for the Prime Minister's overseas visits.

The estimated cost of aircraft charter in 1981-82 on the old basis
is £168,000 which increases by £332,000 to £500,000 on a move to
full costs. This calculation was agreed with MOD and Treasury
approved the inclusion of the additional sum in €stimates. The
intention is to transfer this sum from the Defence budget to CSD.

The question of PES transfers for 1982-83 and subsequent years
will be dealt with in the context of the 1981 survey but it is
assumed that similar transfers will be permitted.

VIVIEN LIFE
APS Lord President




Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400

M A Pattison Esq
Private Secretary to the
Prime Minister
10 Downing Street
LONDON SW1 16 March 1981

Deae Mike

Thank you for the copy of your minute of

9 March to George Walden about the effect of
the full cost charging arrangements for use
of RAF aircraft by the Prime Minister and
Foreign and Commonwealth Secretary.

The Civil Service Department will be represented
by Peter Towers, the Principal Establishment
Officer, at the proposed discussion in the
Ministry of Defence.

I am copying this letter to George Walden,
Peter Jenkins and Colin Humphreys.

VIVIEN LIFE
APS Lord President
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10 DOWNING STREET

From the Private Secretary 13 March 1981

Following our conversation earlier in the week about
air travel by the Prime Minister and others, I have been
in touch with the Foreign and Commonwealth Office, the Treasury
and the Civil Service Department. They would wish to field
the following for a meeting:

Foreign and Commonwealth Office
Sir E. Youde
Terry Streeton (Finance Officer) or
Brenda Chaplin (Protocol and Conference Department) and
Roderic Lyne (Private Secretary).

Treasury
J.E. Hansford or

J.0. Kerr

Civil Service Department
P. Towers (Establishment Officer)

Perhaps your secretary could set up a meeting to include
these and me as soon as possible.

M. A. PATTISON

C

D.C. Humphreys, Esq., C.M.G.
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MR. WHITMOREAVLS c,/Supt. Cawthorne
5o il Miss Parsons
Miss Stephens

I attach a copy of a minute from one of your distinguished
predecessors, to the then Prime Minister, covering a note of
arrangements for Prime Ministerial travel as at 1 May 1974.

There is no more recent formal statement of policy on air
travel by Prime Ministers. As you know, the cost of hiring RAF
aircraft is now a serious issue. We are considering the possibility
of using charter aircraft for overseas visits, and we have also
looked at the possibility of charter aircraft, or private aircraft
loans, for some journeys in the UK. We may wish to use arrange-
ments which breach the 1974 principles in respect of several forth-
coming journeys, including those to India/the Gulf, Neston on
behalf of GEC, and parts of the Balmoral weekend in September.

The existing exception for travel during an election campaign
demonstrates that adequate security arrangements have been organised
for non-RAF aircraft in the past. We have also effectively
breached the rules by using a non-RAF helicopter for the Prime
Minister. Before we promulgate new standing instructions, you
may wish to consult the Prime Minister and Superintendent Cawthorne
may wish to comment on the security ground rules which will be
necessary for security coverage of non-RAF aircraft.
Arrangements may require some negotiation with the Ministry of
Defence if we intend to ask the RAF to take security responsibility
when the plane is'on the ground in all cases.
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. Culdrose, and the Royal Navy will fly you between Culdrose and

b

i

4
PRIME MIN fyTER

On 19 May 1972 I wrote to you on Mr, Heath's instructions
to let you know of certain changes which were being made in
transport arrangements for the Prime Minister's journeys in
Great Britain. Tony Field acknowledéed this letter on your
behalf on 7 June 1972,

With this minute I attach a note of the transport
arrangements as they now stand, which are in fact those of
which I notified you. I should be glad to know that you are

content with them,

The memorandum does not deal specifically with
journeys between London and the Scillies.

If you approve the arrangements in this memorandum,
it will follow, I think, that the normal expectation will be
that you will journey between London and Penzance by train.
For journeys between Penzance and the Scillies, thgﬂhoyal Navy
have undertaken to fly you to and from the Scillies by
helicopter when 'The Scillonian' is not convenient, since
security considerations preclude the use of the B,E.A,
scheduled service. The normal air fare will be charged. S
you need to make the whole journey between London and St. Mary '
by air, the R.A.T. will normally fly you between London and

St. Mary's.

1 May 1974




/ ‘
TRANSPORT ARRANGEMENTS FOR THE PRIME MINISTER

?Bz Car

1% The official cars contain communication and security
facilities which ought to be at hand wherever the Prime Minister
-travels by car in this country. There is also advantage in

the Prime Minister always being driven by one of the No 10
drivers, who have experience of difficult situations and

are used to working closely with his protection officers.

2. One of the official cars will therefore be used for all

the Prime Minister's car journeys in any part of Great Britain,
whether the jourheys are on official, party, constituency or

private business.

3% Where the car is used on official business, or on a
visit to the Prime Minister's constituency or to his home, in
respect of which the Prime Minister could as a Member of
Parliament claim reimbursement of travel expenses, the cost
will fall on official funds.

4. Where the car is used on non-official business for
journeys in respect of which the Prime Minister could not as

a Member of Parliament claim reimbursement of travel expenses,
the Prime Minister will pay for the use of the car at a rate
based on the motor mileage allowance payable to civil servants
who use their private cars on official business. On this
basis, the Prime Minister will pay for any such journeys at
the rate of 6.6p per mile,plus a supplement of 0.5p for any

non-official passenger who accompanies him.

- BysATD
D The avoidance of risk (not only to the Prime Minister
but also to other traVellers) precludes the use of scheduled
air services by the Prime Minister. It also precludes his
use of privately chartered, hired or borrowed aircraft. When




travelling by air, the Prime Minister should be flown either

by the Royal Air Force or by the Civil Aviation Flying Unit.

An exception is made for an -election campaign. For this

period the R.A.F. undertake to security check the Prime
Minister's aircraft to the same standard as their own, and,

with the police and airport authorities,will arrange appropriate

guards for it.

6. Where the air journey is on non-official business, the
Prime Minister should pay a charge, based on the cost (estimated
where necessary) of making the flight by scheduled first

class service, in respect of himself and of any noﬁ—official

passenger who accompanies him.

7% Only in exceptional circumstances (e.g. if it is necessary
to return to London at short notice for official busineés)
should the Prime Minister fly by R.A.F. or C.A.F.U. to or from
private engagements. It follows that the Prime Minister will

normally travel to and from such engagements by car or train.




MR. WHITMORE ] : c. Supt. Cawthorne
‘ Miss Parsons

Mie;/ﬁtephens./"

I attach a copy of a minute frbm one of your distinguished
'prédecessors, to the then Prime Minister, covering a note of
arrangements for Prime Ministerial travel as at 1 May 1974.

There is no more recent formal statement of pblicy on air
travel by Prime Ministers. 'As you know, the cost of hiring RAF
aircraft is now a serious issue. We are considering the possibility
of using charter aircraft for overseas visits, and we have also
looked at the possibility of charter aircraft, or private aircraft
lloans, for some journeys in the UK. We méy wish to use arrange-
ments which breach the 1974 principles in respect of several forth-
coming journeys, including those to India/the Gulf,'Neston on
behalf of GEC, and parts of the Balmoral weekend in September.

The existing exception for travel during an election campaign
demonstrates that adequate security arrangements have been organised
for non-RAF aircraft in the past. We have also effectively
breached the rules by using a non-RAF helicopter for the Prime
Minister. Before we promulgate new standing instructions, you
may wish to consult the Prime Minister and Superintendent Cawthorne
may wish to comment on the security ground rules which will be
necessary for security coverage of non-RAF aircraft.
Arrangements may require some negotiation with the Ministry of
Defence if we intend to ask the RAF to take security responsibility

when the plane is‘on the ground in all cases.

M. A pATTISON

13 March 1981
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PRIME MIN!?TER

On 19 May 1972 I wrote to you on Mr. Heath's instructions
to let you know of certain changes which were being made in
transport arrangements for the Prime Minister's Jjourneys in
Great Britain. Tony Field acknowledged this letter on your
behalf on 7 June 1972,

With this minute I attach a note of the transport
arrangements as they now stand, which are in fact those of
which I notified you. I should be glad to know that you are

content with them.

The memorandum does not deal specifically with

journeys between London and the Scillies.

If you approve the arrangements in this memorandum,

it will follow, I thlnk that the normal expectation will be
that. you will journey between London and Penzance by traln.

For journeys between Penzance and the Scillies, the Royal Navy
have undertaken to fly you to and from the Scillies by
helicopter when 'The Scillonian' is not convenient, since

security considerations preclude the use of the B.E.A. '
‘scheduled service. The normal air fare will be charged. g

you need to make the whole journey between London and St. Mary's
by air, the R.A.F. will normally fly you between London and

_ Culdrose, and the Royal Navy will fly you between Culdrose and
i St. Mary's.

1 May 1974




TRANSPORT ARRANGEMENTS FOR THE PRIME MINISTER

‘By Car

1k The official cars contain communication and security
facilities which ought (to be at hand wherever the Prime Minister
travels by car in this country. There is also advantage in

the Prime Minister always being driven by one of the No 10
drivers, who have experience of difficult situations and

are used to working closely with his protection officers.

e One of the official cars will therefore be used for all

the Prime Minister's car journeys in any part of Great Britain,
whether the journeys are on official, party, constituency or

private business..

3 Where the car is used on official business, or on a
visit to the Prime Minister's constituency or to his home, in
respect of which the Prime Minister could as a Member of
Parliament claim reimbursement of travel expenses, the cost
will fall on official funds.

4. ‘Where the car is used on non-official business for
journeys in reépect of which the Prime Minister could not as

a Member of Parliament claim reimbursement of travel expenses,
the Prime Minister will pay for the use of the car at a rate
based on the motor mileage allowance payable to civil servants
who use their private cars on official business. On this
basis, the Prime Minister will pay for any such journeys at
the rate of 6.6p per mile,plus a supplement of 0.5p for any
non-official passenger who accompanies him.

By Air

5. The avoidance of risk (not only to the Prime Minister
but also to other travellers) precludes the use of scheduled
air services by the Prime Minister. It also precludes his
use of privately chartered, hired or borrowed aircraft. When




travelling by air, the Prime Minister should be flown either

by the Royal Air Force or by the Civil Aviation Flying Unit.

An exception is made for an election campaign. For this

period the R.A.F. undertake to security check the Prime
Minister's aircraft to the same standard as their own, and,

with the police and airport authorities,will arrange appropriate

guards for it.

6. Where the air journey is on non-official businéss, the
Prime Minister should pay a charge, based on the cost (estimated
where necessary) of making the flight by scheduled first

class service, in reSpect of himself and of any non-official

passenger who accompanies him.

s Only in exceptional circumstances (e, eaenaait. 18 neceésary
to return to London at short notice for official business)
should the Prime Minister fly by R.A.F. or C.A.F.U. to or from
private engagements. It follows that the Prime Minister will

normally travel to and from such engagements by car or train.




Foreign and Commonwealth Office
London SWIA 2AH

12 March 1981
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