TRIDENT VALUE FOR MONEY REVIEW
Note by the Ministry of Defence

1. This review of existing nuclear deterrent policy and procurement plans was commissioned by
the Cabinet Office in Julian Miller’s letter of 4 June (at Annex A). The detailed consideration of the
issues raised in the Cabinet Office letter can be found in the other annexes to this report, and are
summarised in,qsuccéeding paragraphs.

2. The review's main conclusions are:

a. We should therefore reduce the scale of the UK deterrent, from 48 [JJll warheads per
submarine on JfTrident missiles to 40 [l warheads il This would reduce our
operationally available warhead requirement from 160 to 120 and, in due course, would
allow a reduction in our overall stockpile ceiling from 225 to 180 warheads.

| b. The programme to produce a successor warhead should be delayed by 7 years This
would mean that no decision is required in this Parliament.

c. -Some additional refurbishment of the Vanguard Class is therefore needed to bridge
the gap.

d. The Trident Value For Money review and the related Submarine Enterprise Performance
Programme have produced the following savings: | '

- 7 .

“Assumptions

3. . Inline with Julian Miller’s note to Jon Day of 4 June, we have assumed that the UK will retain
an independent, credible, minimum nuclear deterrent with similar levels of national sovereignty as
today; that it will be based on submarine-launched Trident D5 ballistic missiie; with continuous at
sea deterrent patrols; ] Savings are against the financial proﬁlés agreed with HM Treasdry at

~ the time of the 2006 White Paper — only a small proportion relates to activity funded in the MOD
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forward programme, which assumes, in line with the December 2006 White Paper, that the
additional investment required for the renewal of the deterrent will not come at the expense of the
conventional capabilities our armed forces need.

Deterrence

4. 1R

Policy issues: Scale - warhead numbers, missile (tube) numbers

5. [l the deterrent scale can be reduced from 48 lllwarheads per boat [l to 40
IRvarheads Il reducing our Opékationally Available Warhead requirement from 160 to a total
of 120. i} they would also allow a reduction in our overall stockpile ceiling frdm 225 to 180
warheads. |

]
Atomic Weapon Establishment (AWE): Programme Direction and Efficiencies

6.  Programme Direction. The current warhead programme at AWE is predicated on keeping
refurbishment and/or replacement options open ahead of a Ministerial decision in 2012. |l This
will mean that the first warhead production unit does not need to be delivered until B 't also
means that a decision on the successor warhead will not be required in this Parliament, -

7.  Efficiency. Phases 1-3 of AWE’s Transformation Programme have completed, resulting in
modest headcount reductions. [l

CASD: 3 vs 4 boat fleet

Procurement issues: Vanquard-class Life Extension and Successor SSBN design

8. In 2006, it was assumed that the Vanguard-class SSBNs could have their life extended by 5 |
years, allowing the second boat to be decommissioned in 2024 rather than 2019 (to maintain
CASD, the service entry date of the first Successor boat is aligned with the decommissioning date
of the second Vanguard-class SSBN). Il

9. = The VFM Review was tasked to look at two specific design issues: propulsion B
- recommends that both issues are considered by the MOD Investment Approvals Board at “Initial
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Gate” approval pointin September/October before providing final advice to Ministers, rather than
the NSC deciding now, but offers the followmg comments:

a. There are three options for the propulsion plant that will be used in the successor SSBN:
PWR 2 (used in the current Vanguard-class), PWR 2b (a development of PWR2 with ‘
improved safety) and PWR 3 (the safest design[lllll In addition to improving levels of

safety, I}

Commercial issues: value for money and profit margin

10. The commercial landscape in the submarine sector is a tapestry of previous initiatives which
now need to be modernised and aligned to place the incentive firmly on cost reduction,
performance, sustainability and collaborative behaviour. This is being taken forward through the
Submarine Entérprise Performance Programme (SEPP), which is the procurement strategy for the
submarine sector as a whole. |} SEPP offers the best opportunity to drive down costs for HMG
and there is the potentlal to save £879M cver the next 10 years, through efficiencies across the
entire sector (not just on Trident). ‘

Infrastructure

11.  Infrastructure designed for nuclear work is required for the build, support and disposal of
nuclear submarines and for the maintenance of the Nuclear Firing Chain, through which polifical
control of the deterrent is exercised. Around JJlil relate to maintenance, operations and overheads
and it is these costs that are the focus for cost reduction in the SEPP (ie included in the efficiencies
above). In terms of capital investment, the successor SSBN programme assessed that £3bn would
be‘ required for new or upgraded MOD facilities and command and control networks. While much

- work is still required to scope the need for this infrastructure programme, no major investment
requirements are required within the next 10 years (aside from the \site at Raynesway): effort ‘
should instead focus on necessary maintenance and life extension of existing facilities.

Overall Financial Position
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Next Steps

12, Ministers will wish to consider the recommendations of the Value for Money Review and the
timing of any announcement. In particular, the reduction in warheads will be seen — and welcomed
- internationally as a very significant disarmament move. Il Domestically, however, there is a

strong expectation that the Government will make any announce on Trident ahead of or as part of
the wider SDSR announcement in the Autumn.
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TRIDENT: VALUE FOR MONEY REVIEW

As you know, the government has decided that there should be a value for
money review of the Trident programme. We need to put the necessary work in

hand.

This review should assume that the current policy of maintaining the essential
minimum deterrent remains unchanged. Against this background, it should examine
the following issues: :

.

any scope to reduce costs through refurbishing and prolonging the life of
the current submarines;

whether to acquire 3 or 4 successor submarines; the balance of cost
saving versus levels of risk to CASD;

the choice between the PWR 2 of 3 reactor;

the scope to reduce the number of missile tubes to fewer than 12;

the minimum necessary number of nuclear warheads;

scope to minimise future infrastructure costs;
the level of spend required to maintain the minimum essential capability at
AWE Aldermaston;



e the level of spend required to maintain the minimum essential capability at

Rainesway,

This analysis will need to plug in to the SDSR. It will be important that the
Cabinet Office and Treasury keep very close to your work. An initial report should
come to us in four weeks time. :

Copies of this letter go to Gus O’Donnell, Peter Ricketts, Bill Jeffrey, Robert
‘Hannigan, James Qumau!t Richard Freer-

JULIAN MILLER



- SUCCESSOR SSBN PROPULSION: PWR 2 OR PWR 3?

Summary

‘e The options for the propuls:on system that will be used in the successor SSBN are derived -
from two different designs of reactor plant; JJJliPWR2) and JJllIPWRS3). Each represents
varying degrees of safety, performance, cost and life but through life cost and permissibility
are key to selection.

e The views of the Naval Reactor Piant Authorisee (NRPA) and the Defence Nuclear Safety
Regulator (DNSR) on whether potential designs meet the Department’s obligations in
respect of Health and Safety legislation are needed to determine the permissibility of the
plant through life.

Other Benefits

PWR3 offers further benefits over PWR2, although these have not been factored into our plant

selection analysis directly as they are either intangible or can be mitigated through alternate
measures.




































