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Summary 

The Met Office (formally the Meteorological Office) is one of the United Kingdom’s best 
known public bodies, and has an international reputation for meteorology and 
environmental science. It is an executive agency of the Ministry of Defence (MoD). We 
explored the relationship between the MoD and the Met Office and the rationale for 
MoD’s ownership. It appears that the MoD has provided support to the Met Office and 
enabled it to develop its scientific research capabilities. We emphasise the importance of 
continued investment in the Met Office and welcome the Minister’s statement supporting 
future funding. We were impressed at the importance placed on the work of the Met Office 
by the MoD and Armed Forces.  

We considered the Met Office’s performance against its Key Performance Targets, and the 
value of the targets. We were not convinced that these were the most effective way of 
providing direction to the Met Office, and agreed with our witnesses that the customer-
supplier relationship was an important part of improving performance. 

A major aspect of that performance is the ability of the Met Office to generate commercial 
income. We urge it to develop its commercial abilities, and to resist the temptation to 
become ‘risk-averse’ following a recent unsuccessful foray into the commercial market. 

We found no reasonable grounds for the MoD’s decision to down-grade the post of Chief 
Executive of the Met Office. The person who fills that position will be central to the 
continued success and development of the Met Office. We recommend that the MoD 
reconsider its decision. 
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1 Introduction 

Background 

1. The Met Office is an executive agency and trading fund of the Ministry of Defence 
(MoD); it provides the “official national meteorological service for the UK, and is a world-
leading provider of environmental and weather-related services in the UK and around the 
world”.1 It is best known for providing the official weather forecasts for the United 
Kingdom delivered to the public through its website and forecasts provided by national 
broadcasters. It supplies meteorological data and analysis to central Government 
Departments, such as the Ministry of Defence and the Department for the Environment, 
Food and Rural Affairs (DEFRA); and to local Government organisations, public bodies 
overseas, international organisations, and private sector customers. 

2. The Met Office undertakes scientific research with an international reputation in the 
fields of meteorology and climate change. It is one of only two national meteorological 
services that provides all weather forecasting for international aviation.2 It provides 
meteorological data and analysis to the United Kingdom’s Armed Forces, and to our allies, 
thereby contributing to operational effectiveness.  

This inquiry 

3. We announced an inquiry into the work of the Met Office on 20 December 2005 as part 
of our scrutiny of the MoD’s executive agencies.3 We visited the Met Office in Exeter, 
where we took evidence from the Met Office senior management. We were struck, 
particularly during that visit, by the pride in the Met Office of those who work there or are 
associated with its work. That pride is well-placed. We have focused in this inquiry on the 
MoD’s role as owner of the Met Office, but would not wish to play down the quality of the 
people and the work at the Met Office.  

4. We held further evidence sessions at Westminster with Peter Ewins, former Chief 
Executive of the Met Office and with Tom Watson MP, the new Under Parliamentary 
Secretary of State at the MoD, and officials. We received written submissions from the 
MoD and others. We are grateful to all those who assisted us in our inquiry. 

 
1 Ministry of Defence, Ministry of Defence Annual Report and Accounts 2004–05, HC 464, October 2005, p 215 

2 Q 105. The UK’s Met Office and US National Weather Service provide the two World Area Forecast Centres (WAFC) 
in London and Washington. The WAFCs provide global forecasts of upper winds and temperatures for all flights 
throughout the world. See http://www.metoffice.com/aviation/services/internationalairnavigation.html 

3 Defence Committee press notice, 20 December 2005 



6    The work of the Met Office 

 

 

2 Ownership of the Met Office 
5. The organisation now known as the Met Office was founded as part of the Board of 
Trade in 1854 to provide information on the weather and marine currents to the maritime 
community. Separate meteorological branches for each of the Armed Forces were created 
in 1914. The Met Office became part of the Air Ministry in 1920 and then part of the 
Ministry of Defence in 1964.4 

6. The Met Office supplies services to many central Government Departments. For 
example, the Office works with the Department for Transport to provide early warning of 
weather likely to have an impact on transport infrastructure. It works with DEFRA, 
providing forecasts specifically for farmers, modelling the transmission of airbourne 
disease, and flood warnings. The Met Office also provides information to the Department 
for Health on the likely impact of the weather on the NHS workload.5 The Hadley Centre 
for Climate Prediction and Research, which is part of the Met Office, provides a focus in 
the United Kingdom for the scientific issues associated with climate change. The Centre 
receives most of its funding from contracts with DEFRA, as well as from other UK 
Government departments and the European Commission. Mr Ewins told us that the 
Centre: 

…is the authority on climate change internationally. If you do a study of all the 
references to climate change which are published, the Met Office is cited on more 
than 50% of the occasions. That is not by accident; that is because it is being led and 
managed by people who are dedicated, they are supported by the Government and 
their customers.6 

7. The Met Office Annual Report and Accounts 2004–05 shows that the Met Office’s 
turnover from defence, through the MoD, was about £33.5 million. The turnover from civil 
departments, mainly DEFRA, was almost £10 million.7 We explored with witnesses the 
rationale for the MoD retaining ownership of the Met Office. Mr Hutchinson, Chief 
Executive, said that: 

Defence does remain our largest single customer and a lot of our requirements, in 
particular the whole global capability, are very much a defence requirement. It is 
quite a comfortable fit in terms of what we do and who we are owned by. […] It is 
hard to find any one single Department that would be a better fit than the MoD. 
Certainly it is a relationship which we are quite comfortable with.8 

 
4 See http://www.metoffice.com/corporate/history 

5 See http://www.metoffice.com/products/index 

6 Q 207 

7 The Met Office, Met Office Annual Report and Accounts 2004–05, HC 126, July 2005, p 54 

8 Q 2 



The work of the Met Office    7 

 

8. Mr Tom Watson MP, the new Under-Parliamentary Secretary of State at the MoD told 
us that the Met Office’s work was particularly important to the MoD since “they really do 
give us a battle-winning edge in theatre”.9 He added: 

I think they need a large department like the MoD to be able to provide the support 
and investment that their future size needs, […] with their current structure, they fit 
very nicely with the MoD and I see no need for us to move away from that…10 

9. Ian Andrews, Second Permanent Under Secretary at the MoD, the senior civil servant in 
the MoD responsible for the Met Office, emphasised the financial security afforded to the 
Met Office from being owned by a large Whitehall department. He added “If it [the Met 
Office] is to be owned in Government there is, in our judgment, no more appropriate 
department than the MoD to own it”.11 

10. According to Peter Ewins, Chief Executive of the Met Office between 1997 and 2004, 
the “MoD has always been a responsible owner of the Met Office”, and the “relationship 
has been generally good”.12 He added that on operations, such as in Iraq, the Met Office 
was the forecaster of choice for all countries, including the USA. He considered that the 
MoD’s ownership of the Met Office probably added to the credibility of its work among the 
United Kingdom’s military allies.13 

11. Mr Ewins noted, however, that sometimes “…there is confusion between the MoD’s 
role as owner of the Met Office and its role as a principal customer…”.14 He also 
questioned whether “the MoD understands fully the role of the Met Office internationally”, 
and therefore “perhaps the international dimension is neglected by MoD, or at least 
misunderstood”.15 He explained that: 

“…weather forecasting is a global business […] the UK standing could not be 
higher—it is of the highest—but I was never sure that the MoD fully understood that 
role and, therefore, gave it quite the prominence and the support that it probably 
deserved”.16 

12. The MoD appears to have been a supportive owner of the Met Office. While we note 
the close connection between the Met Office and DEFRA in particular, we see no 
grounds for recommending any changes of responsibility. However, we note the former 
Chief Executive’s concerns about the level of support from the MoD for the Met 
Office’s international role and look to the MoD to address this. 

 
9 Q 211 [Mr Watson MP] 

10 Ibid. 

11 Ibid. [Mr Andrews] 

12 Q 77 

13 Q 82 

14 Q 77 

15 Ibid. 

16 Q 78 
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Agency status 

13. The Met Office became an executive agency of the MoD in 1990, and started operating 
as a trading fund in 1996. Agency status is intended to create a more customer-focused 
approach to delivering functions within Government.17 Trading funds are agencies that are 
required to operate as a commercial business and generate sufficient income to meet their 
costs.18 

14. The MoD has reduced the number of defence agencies recently, and that trend is likely 
to continue.19 In our report on the MoD’s Annual Report and Accounts 2004–05, we 
supported the MoD’s rationalisation policy, but cautioned that each agency should be 
reviewed on a “case by case basis”.20 The Government’s response to that report states: 

There is no specific policy to remove agency status across the board and each case is 
examined on its merits, with the burden of proof resting on demonstrating that the 
benefits which will result from the removal of agency status are greater than those of 
retaining it.21 

15. The Met Office’s status is currently being examined as part of the preparatory work for 
the Comprehensive Spending Review.22 In evidence, Mr Andrews said this examination 
was intended to inform Ministers whether a formal review of trading fund status was 
appropriate.23 A subsequent MoD memorandum explained that the examination would 
assess whether, for each trading fund, a “change in structure, boundaries, status or 
ownership” would improve performance.24 The memorandum described the possible 
alternative business models which a potential future review of a trading fund might 
consider.25 The work will determine whether a review is necessary, and if so what terms of 
reference and “what outputs should be sought”.26 The MoD’s aim is to reach a final view by 
Summer 2006.27 

16. Privatisation is one of the possible alternative business models being considered for 
each trading fund. Mr Huchinson told us that: 

 
17 “Executive Agencies were first established following Sir Robin Ibbs' "Next Steps" Report in 1988. The intention was 

that they would take responsibility for, and bring a new, more customer-focused approach to, individual executive 
(service delivery) functions within Government. This would leave their parent departments to concentrate on policy 
development.” http://www.civilservice.gov.uk/other/agencies/agencies_and_non_ministerial_depts/index.asp 

18 “Some Agencies have become Trading Funds. They must generate the cash they need to operate from their 
commercial business.” http://www.civilservice.gov.uk/other/agencies/agencies_and_non_ministerial_depts/index.asp 

19 Ministry of Defence Annual Report and Accounts 2004–05, p 211; Defence Committee, Sixth Report of Session 2005–
06, Ministry of Defence Annual Report and Accounts 2004–05, HC 822, paras 55–56 

20 HC (2005–06) 822, para 56 

21 Defence Committee, Seventh Special Report of Session 2005–06, Ministry of Defence Annual Report and Accounts 
2004–05: Government Response to the Committee’s Sixth Report of Session 2005–06, HC 1293, para 32 

22 Ev 59–60, Qq 214, 224 

23 Qq 212–224 

24 Ev 59 

25 Ev 60, the options considered are: Return to On-Vote operation; Maintain existing Trading Fund status (either under 
MoD or another department); Merger with another relevant organisation; Contractorisation; Move to Government-
owned company or similar; Full or part-privatisation. 

26 Ev 59 

27 Ev 60 
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…I do not see overwhelming evidence that points conclusively to say that the best 
way forward for the Met Office is via a privatised and commercial route. Equally, I 
have not seen evidence that says that the best way forward for the Met Office would 
be to return to Government on anon-vote agency basis. I think where we currently 
are as a trading organisation feels about right for the time being.28 

17. No country in the World Met Organisation has a privatised meteorological 
organisation.29 Mr Ewins considered it possible that there could be implications for a 
privatised Met Office’s standing within the international meteorological community, and 
among military allies.30 However, he told us that there was a case worth consideration. He 
noted that the Met Office might benefit in “things like capital investment, joint ventures 
with other commercial organisations, et cetera,” if it were in the private sector.31 On the 
other hand, he noted that, were the Met Office privatised, then the Government’s 
responsibility to maintain its research programme would “probably disappear 
altogether”.32 He concluded that “There are arguments on both sides […] when I was there 
two years ago, I would say there is no convincing argument to move it outside but it ought 
to be kept under continuous review”.33 

18. The Minister told us that, unless the MoD’s review showed a compelling case for 
altering the current ownership arrangements, the Met Office should stay within 
Government and within the MoD.34 We share this view. We have discovered no 
compelling reason to remove the Met Office from public ownership at present. 

19. Without gainsaying the outcome of the MoD’s current examination of defence 
agencies, or any subsequent reviews, the evidence we received suggested that the Met 
Office’s current status as a trading fund is appropriate. We found no suggestion that the 
Met Office’s obligations to generate income and pursue commercial opportunities had 
an adverse effect on its public service role, or its service to the MoD and Armed Forces. 

Merger with the Hydrographic Office 

20. The Met Office Annual Report and Accounts 2004–05 refers to closer ties with the 
United Kingdom Hydrographic Office. A working group has been established to discuss 
ways of improving co-operation and to identify business developments that might be 
mutually beneficial.35 Only modest levels of financial efficiencies have been identified to 
date, but both agencies recognised that there is potential for greater savings from initiatives 
such as combining services on human resources and finance. Mr Andrews emphasised that 
there were “real opportunities […] for the scope of sharing technical infrastructure, 

 
28 Q 3 

29 Q 81, Mr Ewins explained that only New Zealand had a quasi privatised meteorological service, which is a wholly 
owned Government commercial organisation.  

30 Qq 81, 83 

31 Q 80 

32 Ibid. 

33 Ibid. 

34 Q 212 

35 Met Office Annual Report and Accounts 2004–05, p 12. See Ev 43–44 
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corporate services and looking again at whether there are in some areas business 
synergies”.36 

21. The former Chief Executive, Peter Ewins told us that the design of the Met Office’s new 
site at Exeter had allowed for the construction of a fifth office block to the four that exist, 
which would increase the accommodation by 25%—sufficient for the Hydrographic Office 
to collocate with the Met Office if desired.37 Mr Ewins was not only in favour of the two 
agencies sharing support services, but also advocated merging the Hydrographic Office  
with the Met Office because the work that “the two organisations do scientifically [is] quite 
close or complementary”, although he conceded that “they do not have quite the same 
perspective of the customer and that might be difficult”.38 

22. Mr Andrews told us that the case for merging the two agencies was looked at from time 
to time.39 The Minister told us that although the case for merger might look attractive, 
there were significant differences between the two organisations. Nevertheless, he said that 
he would await the findings of the examination of trading funds.40 We recommend that 
the MoD consider further whether to co-locate the UK Hydrographic Office and Met 
Office in Exeter. 

 
36 Q 240 [Mr Andrews] 

37 Q 185 

38 Qq 184, 185 

39 Q 240 [Mr Andrews] 

40 Ibid. [Mr Watson MP] 
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3 Finances 
23. The Met Office receives funding from a range of Government and non-Government 
sources (see Table 1). The MoD is the main source of funding, which is provided in return 
for direct services to the department and the Armed Forces, and through the National 
Meteorological Programme (NMP), which sits within the MoD.41 Mr Hutchinson 
explained the variability in the level of funding provided by the MoD by saying that 
funding through the NMP was “lumpy”, depending on the level of investment required in 
a particular year into, for example, international bodies or satellite programmes.42 The 
NMP funding “provides the investment funds for some of [the Met Office’s] underpinning 
capability” to produce weather forecasts for the Armed Forces and others.43 

Table 1: Met Office Turnover 

 2004–05 2003–04 

Defence (main customer—MoD) 77,712,000  (47.0%) 59,911,000   (37.3%) 

Civil aviation  (CAA) 26,067,000  (15.8%) 25,584,000   (15.9%) 

Civil departments 22,374,000  (13.5%) 37,447,000   (23.3%) 

Climate research 11,817,000      (7%) 10,525,000     (6.5%) 

Commercial 20,370,000   (12.3%) 20,380,000  (12.7%) 

Government met. Research 7,240,000    (4.4%) 6,928,000   (4.3%) 

Total 165,580,000   (100%) 160,775,000 (100%) 

Source: Met Office Annual Report and Accounts, 2004-0544 

24. The MoD explained that a National Meteorological Service Commissioning Group was 
established in April 2004, which consisted of the Government customers of the Met Office. 
The contribution to the NMP for the Met Office was transferred from separate 
contributions from the constituent Whitehall departments to a single contribution within 
the MoD budget.45 Mr Hutchinson told us that although the majority of funding for the 
Met Office came from the MoD it was not a “threatening dependency”, and did not stop 
the Met Office from finding funding elsewhere within Government or the private sector.46 

Investment 

25. The Met Office is a capital intensive organisation that requires regular and expensive 
investment to maintain its position in the international meteorological community. Mr 

 
41 Q 226 

42 Q 227; See Ev 46 for details of investment in satellite programmes 

43 Q 226 

44 Met Office Annual Report and Accounts 2004–05, p 54 

45 Q 232 [Mr Andrews] 

46 Q 226 
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Ewins told us that when he took over as Chief Executive “the Met Office had been grossly 
under-invested in the preceding decade or more”.47 He said that trading fund status had 
provided an opportunity to recover that position:  

For the first five years of the trading fund the Met Office was required to make a 
return on capital employed but not required to pay it to the owner. The MoD gave us 
a bye each of those five years, and that allowed us to have the money to invest; and it 
is that money, together with the sale of land associated with the move to Exeter (that 
total package), which gave the Met Office sufficient funds for its investment 
programme…48 

He thought that about £100 million of the Met Office’s profit had been reinvested over 
seven years that he was Chief Executive, excluding the investment in the new building in 
Exeter.49 The investment decisions were made by the Met Office, although Mr Ewins told 
us that “As Chief Executive I would be mad to do anything which upset the MoD too 
much”.50 He emphasised that if the United Kingdom is to “maintain our position as the 
acknowledged best weather forecasting organisation in the world, by which I mean the 
most accurate, then we also need to invest and we are probably still under-investing to do 
that”.51  

26. One of the most crucial areas for continued investment is the procurement of 
supercomputers. The Met Office Annual Report and Accounts 2004–05 describes how the 
upgrades to its information technology infrastructure and computing power are enabling 
improvements in the quality of forecasting predictions.52 The quality of the work at the Met 
Office, particularly in terms of the accuracy and resolution of forecasts, is largely 
determined by the level of computing power at its disposal. Mr Ewins said that “At the 
moment my understanding is there is sufficient funding and sufficient borrowing agreed 
with MoD to fund a future supercomputer programme”.53 He explained that the 
supercomputers were necessary for future research and development. He considered this 
to the area in which: 

…probably the most tension exists between the MoD and the Met Office about how 
the United Kingdom as a country would fund meteorological research and 
development.54  

27. During our visit to the Met Office we were told that the Office could lose its 
international reputation very quickly if the level of investment in supercomputers were not 

 
47 Q 100 

48 Q 97 

49 Qq 98, 99 

50 Q 102 

51 Q 105 

52 Met Office Annual Report and Accounts,2004–05, pp 24–25; See Ev 45–46 

53 Q 105 

54 Ibid. 
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maintained. Mr Ewins told us that once that reputation was lost it would be very difficult to 
recover.55 

28. Mr Ewins told us: 

The area of investment is quite a tricky one for a trading fund. In the case of MoD it 
is slightly more tricky, because they are the principal customer and, in the modern 
arrangement, they are also the head office’s banker and so it is to them we turn to 
borrow money, etcetera. So, there is a potential conflict of interest, but in my time 
there it did not raise its head at all. Whether it has done since, I cannot answer.56   

29. Mr Andrews told us that the MoD was committed to providing loan funding, if there 
was a compelling and persuasive business case. The “quid pro quo” for that commitment 
was the department taking a dividend from the Met Office.57 The Minister told us that 
“…provided there is a robust business case put, any future investment that is required in 
the Met Office will be made”.58 

30. The Met Office’s continued success depends on the quality of the people who work 
there. It must also have the tools to do its work. Assured funding for investment is essential 
to maintain the Met Office’s position in the world meteorological community and to 
enable it to provide a technological advantage to the United Kingdom’s and its allies’ 
Armed Forces. Maintaining the United Kingdom’s competitive edge in this field is 
essential. We welcome the Minister’s commitment that the MoD will fund investment 
in the Met Office if a robust business case is made. That investment will need to be 
substantial if, as it should, the United Kingdom is to maintain its competitive edge and 
remain a world leader in meteorology. We also look to the MoD to continue to allow 
the Met Office to decide on its own investment priorities. 

The Met Office move to Exeter 

31. The Met Office has recently invested substantial funds in the recent relocation of its 
headquarters from Bracknell in Berkshire to Exeter in early 2004. The MoD’s 
memorandum states that “The approved net budget for the Relocation Programme, at the 
time of signing the contract to completing construction of the building was £90.8 
million”.59 The memorandum explains that overall the project was completed on time and 
within budget.60 

 
55 Q 207 

56 Q 93 

57 Q 231 [Mr Andrews] 

58 Q 231 [Mr Watson MP]. “Trading funds retain their trading income which is used to meet expenditure. Capital 
expenditure is financed from loans arranged through either their parent department or, if there is none, directly 
from the National Loans Fund. It may also be possible to use accumulated cash resources.” Guide to the 
Establishment and Operation of Trading Funds, Central Accountancy Team, HM Treasury, May 2004, http://www.hm-
treasury.gov.uk 

59 Ev 48 

60 Ev 48–49 
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32. Mr Ewins told us that the new building was a “five-star building” in terms of its 
efficiency, and “its friendliness with the environment”.61 The new building also enabled 
different teams working within the Met Office, which would not normally interact, to meet 
in the common areas, thereby facilitating cross-fertilisation of ideas between research 
teams.62 

33. The evidence suggests that the move to Exeter has been successful, both in financial 
terms and staff satisfaction terms. Both the Met Office and the MoD are to be 
commended for this. 

 
61 Q 202 

62 Qq 202–204 
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4 Objectives, performance and key targets 
34. Executive agencies agree Key Performance Targets with their owning department. 
Those targets provide a measure of activity against which the agency’s performance can be 
judged. The Met Office’s most recent Annual Report and Accounts, for 2004–05, includes 
details of performance against its six Key Performance Targets. Three of the six targets, 
relating to growth, efficiency and forecast accuracy, were not met.63 In Exeter, Mr 
Hutchinson explained that 2004–05 had been a challenging year because of “significant 
commercial challenge”, and delivering a major, complicated programme to improve 
forecasting accuracy.64 

35. Mr Hutchinson described the Key Performance Targets for 2005–06 as an “extension” 
of the previous year’s targets.65 According to the MoD’s Annual Report and Accounts 
2004–05, four of those targets are not directly comparable with the previous year’s targets.66 
Of the Key Performance Targets set for the Met Office for 2005–06 three appear to be 
directly comparable with those for the previous year, although from the available 
information it is unclear the extent to which these targets are directly comparable (see 
Table 2). 

36. The Government’s response to our report on Annual Report and Accounts 2004–05 
states that “we are introducing a number of changes to the way the data is presented in the 
2005–06 Annual Report and Accounts. This should help when comparing performance 
from one year to the next”.67 

37. Mr Hutchinson told us that, subject to confirmation by the National Audit Office, all of 
the key targets for 2005–06 had been met. The MoD provided us with the draft key targets 
for 2006–07 in time for our oral evidence session.68 The Minister explained that he had 
inherited those draft targets and that he would be considering their merits before signing 
them off.69 The key targets were confirmed, without alteration, in a written statement on 14 
June 2006.70 

 
63 Met Office Annual Report and Accounts 2004–05, p 38. The Key Performance Targets 2004-05 not met were: Direct 

services revenue growth; developing a new efficiency target; and forecast accuracy (increase in NWP Index). See 
alsoEv 47. 

64 Q 11 

65 Q 14 

66 MoD Annual Report and Accounts 2004–05, p 210 

67 Defence Committee, Seventh Special Report of Seesion 2005-06, Ministry of Defence Annual Report and Accounts 
2004-05: Government Response to the Committee's Sixth Report of Session 2005–06, HC 1293, p 9. 

68 Ev 50–51 

69 Q 234 

70 HC Deb, 14 June 2006, col 61 WS. 
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Table 2: Met Office Key Performance Targets 

Key Performance Targets 

2004/05 2005/06 2006/07 

Direct services revenue 
growth 
(Not met) 

  

Efficiency: Develop a new 
efficiency measure 
(Not met) 

Efficiency: supporting wider 
Government goals 

Support to wider Government goals: 
3 measures including a baseline for 
future output efficiency targets  

Profit before strategic 
investments 
(Met) 

Profit, services provided on a 
commercial basis 

Profit, services provided on a 
commercial basis 

Ready for full introduction 
of Freedom of Information 
(Met) 

  

Return on Capital Employed 
(ROCE) 
(Met) 

Return on Capital Employed 
(ROCE) 
 

Return on Capital Employed (ROCE) 
 

Forecast Accuracy: An 
increase in NWP Index by 31 
March 2005 
(Not met) 

Forecast Accuracy: achieve 3 
forecast accuracy measures 
 

Forecast Accuracy: achieve 3 out of 4 
forecast accuracy measures 
 

 Staff Satisfaction  

Source: Met Office Annual Report and Accounts, 2004-0571 

38. The targets for 2004–05 appear to us to be too skewed towards financial performance 
rather than the Met Office’s main function, of delivering accurate meteorological 
information to the Armed Forces, Government and public. The details of the key targets 
for 2005–06 and the targets announced for 2006–07 appear to be more appropriate than 
those for 2004–05. Mr Hutchinson confirmed that “In terms of the WMO meteorological 
standards we currently come out as number one in terms of operational forecasting 
accuracy.”72 The Key Performance Targets for forecast accuracy in 2005–06 and 2006–07, 
have expanded the measures for forecast accuracy. We consider it desirable, whenever 
possible, to provide consistency in Key Performance Target measures so that year-on-
year comparisons of performance are more easily made. 

39. One of the targets which the Met Office failed to achieve in 2004–05 was to develop a 
new efficiency measure.73 Mr Hutchinson explained that the Office was improving 
efficiency in terms of delivering the same services at a lower cost, however, he cautioned 
that although he was able to put a value on input efficiency: 

 
71 Met Office Annual Report and Accounts 2004–05, pp 36–37; Ev 50–51 

72 Q 15 

73 Met Office Annual Report and Accounts 2004–05, pp 36–37 
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…we would like to be able to measure efficiency in terms of unit cost of production 
[…] At the moment, all I can point to is the fact that we have reduced our costs and 
are delivering the same level of services as previously. 74  

He told us that he would like to create: 

…a measure of output efficiency, in other words, measuring the volume, the type of 
services we deliver, the cost of those services and hopefully breaking it down by unit 
cost of the services we deliver, so we have a true measure of our output efficiency, not 
just a measure of how much money we have saved.75 

He explained that, therefore, among the targets for 2006–07, there would be a target of 
creating an output efficiency target for 2007–08.76 

40. Mr Ewins told us that:  

…the danger with some of the targets is that you become very skilled at meeting 
targets without doing what your owner really wants you to do or what you think you 
should be doing yourself. […] be very careful when you set targets that you are not 
causing the organisation to do the wrong thing, even though it meets those targets.77 

Nevertheless, he considered the targets set by the MoD during his time as Chief Executive 
had generally enabled the Met Office to do “the right thing”.78 

41. Mr Ewins told us that, in relation to efficiency, “customers are even more powerful 
than targets”.79 He considered that the normal customer-supplier process of reaching the 
best price for a given service was a better way of improving efficiency then an efficiency 
target.80 He concluded, therefore, that as the Met Office’s main customer, the MoD could 
provide sufficient incentive for the Met Office to improve its performance.81 He added that 
it was an iterative process, which led to cost reductions for the customer and “from the Met 
Office point of view as a trading fund includes trying to ensure that it does not make a loss 
on any of the work that it does”.82 He admitted that it was a “a slightly false market”, 
although he did not think that “because there is a monopoly supplier and a monopoly 
customer that of itself causes there to be a sloppy relationship”.83 

42. Mr Hutchinson explained that in addition to the Key Performance Targets agreed with 
the MoD, the Office had “a range of internal key performance targets which we wish to 
develop and deliver ourselves”.84 We were provided with the internal Met Office 

 
74 Q 18 

75 Q 19 

76 Q 21 

77 Q 84 

78 Q 85 

79 Q 86 

80 Qq 87–91 

81 Q 86

82 Q 91 

83 Qq 91, 90 
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performance targets for 2005–06, which were divided into five categories containing a total 
of 22 targets, of which only one is described as “not achieved”.85 

43. There is therefore a range of factors influencing the behaviour of the Met Office—the 
Key Performance Targets agreed with the MoD; the Met Office’s internal indicators of 
performance and efficiency; and the Met Office’s relationship and supply agreements with 
its customers.86 We acknowledge that Key Performance Targets are not necessarily the 
best guide to performance of an agency and accept the view expressed by several 
witnesses that the customer-supplier relationship was at least as, if not more, important 
in driving the direction and performance of the organisation. Nevertheless, the Key 
Performance Target process should provide value in assisting the Met Office to identify 
its management priorities.  

44. We consider the Key Performance Targets from previous years to have been 
insufficiently focussed on the real purpose of the Met Office. We welcome the greater 
focus on the Met Office’s purpose in the Key Performance Targets for 2006–07. 

45. We welcome the Chief Executive’s view that the customer-supplier relationship is 
an important driver of the Met Office’s performance. 

Support for military operations 

46. The Met Office provides a range of support for the Armed Forces and the MoD is its 
largest customer. Nevertheless, the Met Office presently does not have a defence-related 
Key Performance Target. Mr Ewins described how the quality of the Met Office’s work 
provided to the Armed Forces contributes to operational effectiveness. He said “…if you 
want the edge over your aggressors, you have got to be better than they are at what you do, 
and being better at forecasting than your adversary is a really important lever”.87 He added 
that: 

…when we go to conflicts or wars with our allies, like in Iraq at the moment, the 
weather forecaster of choice of all the nations in that area, including the Americans, 
is to come to the Met Office for weather forecasts. They are required to make their 
own forecast, but, if they want the best forecast, they come to the UK Met Office, and 
that is a measure of the standing that the Met Office has internationally, and 
particularly with other military organisations.88 

47. Mr Ewins said that he considered there to be some tension between the MoD and the 
Met Office about how the United Kingdom as a country would fund meteorological 
research and development. He said that “The MoD took its responsibility to do that quite 
seriously, but the money to do that was competing with the rest of the defence budget”.89  

 
85 Ev 58–59. The “not achieved” target was to create a measure to assess research pull-through by end of 2005–06. 

86 Q 235 

87 Q 105 

88 Q 82 

89 Q 105 
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48. The MoD’s memorandum states that Met Office’s scientific research supports the 
objectives of MoD in a number of ways.90 It emphasises that general improvements in 
forecast accuracy contribute to “greater precision in the control of operations”.91 The Met 
Office is developing improved capabilities for forecasting dust and sand, which “present 
unique challenges for the Armed Forces”.92 The Met Office is also studying ways to provide 
better information to the Armed Forces on the meteorological factors influencing electro-
optical equipment and radar propagation.93 

Mobile Met Unit 

49. The Mobile Met Unit (MMU) is “the most visible aspect of a wide range of services 
provided in support of out of area operations by the Met Office”.94 The MMU comprises 
Met Office employees who form a Sponsored Reserve Unit of the RAF, which is deployed 
on operations to provide meteorological data and analysis.95 The MMU is operationally 
controlled by the Armed Forces, and has suffered from overstretch.96 The MMU has met 
all of its commitments and the RAF and the Met Office are considering methods of 
relieving the potential for overstretch.97  

50. The importance of the Mobile Met Unit to the United Kingdom’s Armed Forces 
should not be understated. We recommend that its role and work be more fully 
reported in the Met Office’s Annual Report and Accounts. 

Future Military Meteorology Requirement 

51. The Met Office and the MoD are currently working on a project to improve weather 
forecasting at RAF stations in the UK and abroad. The MoD memorandum emphasises the 
connection between the Future Military Meteorology Requirement (FMMR) programme 
and the aims of the Future Defence Environment Capability: 

…which seeks to ensure that commanders have the best available Met and other 
environmental information, fused into a coherent Recognised Environmental 
Picture. This will facilitate improved operational planning, and situational awareness 
and assessment, at all levels of command in networked warfare.98 

52. The MoD is currently conducting a trial at RAF Wittering to evaluate, as part of the 
FMMR, a range of methods for providing forecast information to air crews, which is 
currently provided by the MMU based at RAF air stations. The two configurations 
currently under consideration would: 
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91 Ev 61 

92 Met Office Annual Report and Accounts 2004–05, p 17, Ev 62 
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a) provide all forecast information from a central location and delivered electronically to 
aircrew, with direct access to forecasters by telephone or video conference; or 

b) produce forecast information remotely, with a reduced number of forecasters still 
available to interact directly with aircrew.99 

53. The MoD memorandum explains that the trial at RAF Wittering could be extended to 
operations. It notes that if option (a) is successful “…future trials could extend the concept 
to operations, leading to an eventual reduction in Mobile Met Unit numbers”, but states 
that there are differences in operational circumstances which might retain the need for 
MMU personnel to be deployed.100 We support the MoD’s continuing development of 
the Future Military Meteorology Requirement. We suspect that MMU personnel will 
continue to need to deploy in order to maintain military meteorological capability on 
operations. 

54. Key Performance Targets enable the MoD as the Met Office’s owner to monitor the 
organisation’s control of processes. However, the targets do not capture the essential role of 
the Met Office. The customer-supplier relationship between the Met Office and its 
principal customer, the MoD, provides a defence-related input to the organisation and 
ensures that defence issues remain a key concern of the Met Office. We do not consider it 
necessary for the MoD to set the Met Office a specific defence-related Key Performance 
Target. The MoD’s status as the Met Office’s principal customer should ensure defence 
issues remain a priority for the Met Office.  

Commercial activity 

55. As a trading fund, the Met Office is required to create income by selling services to the 
public sector and private sector. In 2004–05, the Met Office failed to meet its “Direct 
Services Revenue Growth Target”, which relates to commercial capability.101 The Met 
Office Annual Report and Accounts 2004–05 states that: 

The target required growth of 4.1% (compared to the 03/04 baseline) in revenue 
from both Government and non-Government sources, while maintaining overall 
profitability (a percentage of cost). Difficult trading conditions, especially in our 
commercial services, caused us to miss the non-Government element of the target, 
although we achieved 4.0% growth overall and maintained profitability.102 

A table in the Annual Report and Accounts provides more detail on the commercial 
growth performance against key targets (see Table 3). 

 
99 Ev 60–61 

100 Ev 61 

101 Met Office Annual Report and Accounts 2004–05, pp 36, 38; See Q 238  

102 Met Office Annual Report and Accounts 2004–05, p 36 
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Table 3: Direct Services Revenue Growth Key Performance Target 

Target Achieved 

Direct Services Revenue Growth: Government at 4.1% 5.7% 

Direct Services Revenue Growth: Non-Government at 4.1% 0.0% 

Maintain Profitability at 7.9% 10.6% 

Source: Met Office Annual Report and Accounts, 2004-05103 

56. Mr Hutchinson admitted that in the past the Met Office “did not put as much effort 
into the commercial side of our business as we could have done”.104 He said that there 
could be “quite long leadtimes” for developing commercial products; and that the Met 
Office intended to do more to “get our commercial business up and running to the 
maximum extent”.105 He said that for the most recent financial year, subject to NAO 
confirmation, the Office had exceeded its commercial activity target.106 Mr Hutchinson 
told us that: 

Over the next four years, we look to grow in absolute revenue terms from a position 
today of about £20 million a year commercial revenue to a position at the end of 
2009/2010 of £29 million, so about a third increase in our overall, commercial 
revenue.107 

57. We discussed with our witnesses the need for commercial experience to drive forward 
the Met Office’s exploitation of commercial opportunities. Mr Andrews said that “We do 
need people who have a very highly developed competence in that area [commercial] and 
they are not typically to be found within the Civil Service”.108 Mr Hutchinson explained 
that the Met Office’s non-executive directors brought commercial experience to the 
organisation.109 We recommend that future annual reports and accounts for the MoD’s 
agencies and trading funds provide details of non-executive directors and the skills 
which they have been appointed to provide. 

Private sector involvement 

58. The statement on the system of internal control [signed by the former Chief Executive] 
in the Met Office’s Annual Report and Accounts 2004–05 refers to changes to the 
governance framework of the Met Office following “certain financial decisions [that] were 
taken in circumstances which involved the potential to give rise to conflicts on interest and 
which, may not have been in the best financial interests of the Met Office”.110 The MoD’s 
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written evidence states that those “decisions” relate to “the three stage investment of up to 
£500,000 in weatherXchange, a joint-venture company set up between the Met Office and 
other investors in 2001…”.111 The company was placed in administration with a loss to the 
public purse of about £4.5 million in total.112 

59. We do not intend to go into the detail of the dispute between the Met Office, the MoD 
and others over the establishment and subsequent placing in administration of the 
weatherXchange joint venture. Nevertheless, we did probe during oral evidence some of 
the issues arising from the weatherXchange experience. Mr Ewins, Chief Executive of the 
Met Office when the joint venture was established, told us that a commercial proposition 
was put to the Met Office to establish a joint venture to provide brokerage, data and 
services to the global weather derivatives market.113 The weather derivatives market was 
considered to be particularly attractive because of its success in the United States. Mr Ewins 
said that before committing to the arrangement a “proper investment appraisal” and a 
“proper business plan” were produced to ensure that the joint venture had a “reasonable 
chance of success”.114  

60. Mr Ewins did not believe that there was a conflict of interest for those Met Office 
officials who were nominated to the weatherXchange board, nor did he consider the 
governance arrangements when the joint venture was set up, to be unusual or a reason for 
the joint venture failing.115 He told us that “Part of being a trading fund agency is the ability 
and the encouragement to go out and sell your wares more widely, to bring an income 
in…”.116 He added that “at the time joint ventures was something which the Government 
was pushing quite hard, so was the Treasury and so was the MoD”.117 

61. Mr Andrews told us that “fundamentally, the proposition to go into this area was a 
good business idea which had the potential to return a strong, financial value to the 
taxpayer”, but he accepted that there had been failures of governance.118 He told us that a 
post-investment review commissioned by the Met Office identified aspects of the internal 
control within the MoD and the Met Office that should have been stronger. He assured us 
that the improved controls had been examined by the National Audit Office and the 
MoD’s external auditors, who were “satisfied that the appropriate lessons were identified 
and that the mechanisms that we have put in place with the systems and controls will 
prevent it happening again”.119 

62. We discussed with our witnesses whether the Met Office or the MoD had become 
unduly risk-averse as a result of the weatherXchange joint venture experience. Mr 
Hutchinson explained that: 
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Our commercial strategy is to ensure that we have a growth plan so that we 
proactively select our partners if that is the way we want to go to market, rather than 
them selecting us. We cannot rule out opportunistic approaches from people but, 
where we get them, we will ensure they are properly scrutinised.120 

63. Mr Hutchinson told us that the Met Office was looking to increase its commercial 
revenue by about a third over the next four years. He said “With that ambition comes an 
acceptance and indeed a willingness to consider risks. We are not risk averse in the sense of 
once bitten, twice shy, never go near a joint venture again”.121 Mr Ewins told us that the 
Met Office should not be discouraged from considering future joint ventures.122 Mr 
Andrews described the MoD’s approach as “risk awareness” rather than “risk averse”.123 

64. The weatherXchange experience has led to greater awareness of the pitfalls that can 
arise. Although the lack of success is a regret, the level of loss should be placed in 
context. More than £20 million was generated by commercial activity last year. The 
total cost to the tax payer of the weatherXchange joint venture was of the order of £4.5 
million. 

65. We would not wish to see the Met Office and the MoD overreact to the 
weatherXchange experience. We were reassured by the comments of the Minister and 
the Met Office’s Chief Executive that commercial opportunities will be pursued. 

66. The MoD and Met Office must ensure that future joint ventures are established 
with indisputably concrete governance arrangements and that no conflicts of interest 
are possible. Furthermore, the Met Office must do more to test the business case of 
commercial ventures, and seek to bring greater business acumen into the organisation.  

Senior management 

67. Peter Ewins left the Met Office in the Summer of 2004, after seven years as Chief 
Executive. His successor as Chief Executive, Dr Rogers, left after one year. The 
responsibility for appointing the new Chief Executive lies with the MoD. Following Dr 
Rogers’ departure, the post of Chief Executive was advertised in September 2005. 
Interviews were held in January 2006 before a selection panel chaired by a Civil Service 
Commissioner. The MoD state that: 

The aim of the selection process was to identify a candidate with world-class 
leadership credentials in both the scientific and business fields. Having interviewed a 
number of credible candidates, the panel concluded that none had the all-round 
calibre to justify appointing them to the Chief Executive post in the longer-term.124 

68. The MoD recognised the need for continued stability at the top of the Met Office and 
the Under Secretary of State for Defence announced on 27 January 2006 that Mark 
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Hutchinson would take over as Chief Executive until Spring 2007 (Mr Hutchinson was not 
an applicant for the Chief Executive post). The MoD is to “reflect on how best to approach 
the recruitment market later this year to appoint a successor to Mr Hutchinson”.125  

69. We do not intend to go into the detail of why certain individuals left the organisation 
when they did, but without commenting on the specific circumstances, we suspect that 
instability in senior management has been detrimental to the smooth running of the 
organisation. For example, according to the Met Office’s Employee Attitude Survey 2006, a 
quarter of the respondents called for “greater recognition of the detrimental effect on 
morale of the last 18 months”, although that response does not necessarily refer to senior 
management issues.126 The volatility among the Met Office’s senior management is 
regrettable. The MoD and Met Office should work to ensure the organisation does not 
suffer as a result of that instability and that staff morale is supported. 

Grading of Chief Executive 

70. In view of the acknowledged importance of the role, we were surprised to learn that the 
Chief Executive’s post has been down-graded from a three-star post to a two-star post. Mr 
Andrews emphasised that the MoD did not believe the grade of the post was important, 
but rather the prestige of leading a world-class meteorological organisation would make 
the appointment attractive.127 Mr Andrews conceded that, when the post of Chief 
Executive was initially advertised, the financial package was equivalent to a two-star post, 
but he argued that the grading was a technical matter that was only relevant if an internal 
Civil Service candidate had been successful.128 

71. Mr Ewins told us that downgrading the post would inhibit the search for a new world 
class chief executive.129 He explained that “The Chief Executive of the Met Office is 
normally appointed as the permanent representative to the World Met Organisation”, and 
that: 

What gets you into the organisation is the quality of what you do. The level at which 
you hold the discussions is determined by the grade that you go in at. In order to 
have a proper relationship with the United States […] it is, in my view, a pity that we 
have lost the three-star interaction.130   
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He told us: 

I think certainly internationally and to some extent in dealing with the MoD, it is 
necessary for the Chief Executive not just to have the title but to be seen to have this 
wretched phrase “grade equivalence” with the people with whom he does business. If 
we want to be successful in our relationship, particularly with the United States, then 
it is not sensible to downgrade the post of Chief Executive to two star from three star. 
When I was Chief Executive my entrée into the States, what determined the level at 
which I interacted with the States was determined by my grade, not by who was 
running what. As a three-star officer I was able to negotiate, talk and discuss with the 
Head of [the National Oceanic & Atmospheric Administration]. You downgrade 
that and discussions will take place only with the Head of the National Weather 
Service, which will rule out things like climate change, et cetera, et cetera, so I think it 
is a bad move. Internally to MoD it is less important, but it does not take officers 
long before they start to realise you have been downgraded and they do treat one 
differently. The last point I would make is that in operating in the international 
arena, particularly in the World Met Organisation, whilst it is undoubtedly true that 
the principal reason the Met Office gets a good hearing is because of the quality of 
what it does, people are also conscious of the level at which the Chief Executive has 
been appointed. All those things add up and it saddens me that the post has been 
downgraded.131  

72. Mr Andrews responded to those arguments that “the internal grade of the individual 
[does not have] any significance at all”.132 When we pressed Mr Andrews on the 
significance afforded to grades within the MoD he dismissed the suggestion, adding that he 
did not know what his military rank equivalence was. It is remarkable that as a very senior 
civil servant in the MoD Mr Andrews was unaware of his rank equivalent. We understand 
it to be four stars. 

73. The new Chief Executive will have many challenges, including continuing to develop 
the opportunities for commercial enterprise. Mr Andrews said that in selecting the new 
chief executive commercial awareness “is very much at the forefront of our minds in terms 
of the skills and competences we need to bring in”.133 It seems absurd, given the calibre of 
the person the MoD is seeking, and has so far failed to find, that the MoD has reduced 
the grade of the post of Chief Executive of the Met Office. If the candidate is from 
outside the civil service, as seems probable given the importance of commercial 
experience, their grade will still be important in their relationship with the MoD and 
the international meteorological community. 

74. We can find no justification for the proposed down-grading of the post of Chief 
Executive. Despite the MoD’s protestations, it is inconceivable that a reduction in grade 
of the Chief Executive will have no effect on how that post or person is perceived within 
the MoD or international science and meteorological communities. Given the 
difficulties in identifying a suitable permanent replacement as Chief Executive down-
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grading cannot assist in finding someone with suitable experience and skills. We 
recommend that the MoD reverse its decision and retain the three-star grade for the 
Chief Executive. 

75. The Met Office excels in its main task of providing accurate forecasts. Mr Ewins told us 
that “there are very few areas of scientific endeavour where the UK can claim to be the best 
in the world, but meteorology is one of them, and it is largely through the Met Office that 
that is achieved”.134 He praised the efforts of previous Directors General and Chief 
Executives, and the “hard graft of people who are utterly dedicated to the subject to want 
the best for the United Kingdom” that had led to the Met Office’s well-deserved 
reputation.135 From the evidence we have received it appears that the MoD has supported 
the Met Office and encouraged its scientific research, commercial activity and contribution 
to the Armed Forces.136 We look to the Government, through the MoD, to maintain the 
support and investment that enables the Met Office to retain its world-leading position. 
That support must include doing everything to encourage the best possible candidates 
to apply for the post of Chief Executive. 
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Conclusions and recommendations 

1. The MoD appears to have been a supportive owner of the Met Office. While we note 
the close connection between the Met Office and DEFRA in particular, we see no 
grounds for recommending any changes of responsibility. However, we note the 
former Chief Executive’s concerns about the level of support from the MoD for the 
Met Office’s international role and look to the MoD to address this. (Paragraph 12) 

2. We have discovered no compelling reason to remove the Met Office from public 
ownership at present. (Paragraph 18) 

3. We found no suggestion that the Met Office’s obligations to generate income and 
pursue commercial opportunities had an adverse effect on its public service role, or 
its service to the MoD and Armed Forces. (Paragraph 19) 

4. We recommend that the MoD consider further whether to co-locate the UK 
Hydrographic Office and Met Office in Exeter. (Paragraph 22) 

5. We welcome the Minister’s commitment that the MoD will fund investment in the 
Met Office if a robust business case is made. That investment will need to be 
substantial if, as it should, the United Kingdom is to maintain its competitive edge 
and remain a world leader in meteorology. We also look to the MoD to continue to 
allow the Met Office to decide on its own investment priorities. (Paragraph 30) 

6. The evidence suggests that the move to Exeter has been successful, both in financial 
terms and staff satisfaction terms. Both the Met Office and the MoD are to be 
commended for this. (Paragraph 33) 

7. We consider it desirable, whenever possible, to provide consistency in Key 
Performance Target measures so that year-on-year comparisons of performance are 
more easily made. (Paragraph 38) 

8. We acknowledge that Key Performance Targets are not necessarily the best guide to 
performance of an agency and accept the view expressed by several witnesses that the 
customer-supplier relationship was at least as, if not more, important in driving the 
direction and performance of the organisation. Nevertheless, the Key Performance 
Target process should provide value in assisting the Met Office to identify its 
management priorities. (Paragraph 43) 

9. We consider the Key Performance Targets from previous years to have been 
insufficiently focussed on the real purpose of the Met Office. We welcome the greater 
focus on the Met Office’s purpose in the Key Performance Targets for 2006–07. 
(Paragraph 44) 

10. We welcome the Chief Executive’s view that the customer-supplier relationship is an 
important driver of the Met Office’s performance. (Paragraph 45) 

11. The importance of the Mobile Met Unit to the United Kingdom’s Armed Forces 
should not be understated. We recommend that its role and work be more fully 
reported in the Met Office’s Annual Report and Accounts. (Paragraph 50) 
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12. We support the MoD’s continuing development of the Future Military Meteorology 
Requirement. We suspect that MMU personnel will continue to need to deploy in 
order to maintain military meteorological capability on operations. (Paragraph 53) 

13. We do not consider it necessary for the MoD to set the Met Office a specific defence-
related Key Performance Target. The MoD’s status as the Met Office’s principal 
customer should ensure defence issues remain a priority for the Met Office. 
(Paragraph 54) 

14. We recommend that future annual reports and accounts for the MoD’s agencies and 
trading funds provide details of non-executive directors and the skills which they 
have been appointed to provide. (Paragraph 57) 

15. The weatherXchange experience has led to greater awareness of the pitfalls that can 
arise. Although the lack of success is a regret, the level of loss should be placed in 
context. More than £20 million was generated by commercial activity last year. The 
total cost to the tax payer of the weatherXchange joint venture was of the order of 
£4.5 million. (Paragraph 64) 

16. We would not wish to see the Met Office and the MoD overreact to the 
weatherXchange experience. We were reassured by the comments of the Minister 
and the Met Office’s Chief Executive that commercial opportunities will be pursued. 
(Paragraph 65) 

17. The MoD and Met Office must ensure that future joint ventures are established with 
indisputably concrete governance arrangements and that no conflicts of interest are 
possible. Furthermore, the Met Office must do more to test the business case of 
commercial ventures, and seek to bring greater business acumen into the 
organisation. (Paragraph 66) 

18. The volatility among the Met Office’s senior management is regrettable. The MoD 
and Met Office should work to ensure the organisation does not suffer as a result of 
that instability and that staff morale is supported. (Paragraph 69) 

19. It seems absurd, given the calibre of the person the MoD is seeking, and has so far 
failed to find, that the MoD has reduced the grade of the post of Chief Executive of 
the Met Office. If the candidate is from outside the civil service, as seems probable 
given the importance of commercial experience, their grade will still be important in 
their relationship with the MoD and the international meteorological community. 
(Paragraph 73) 

20. We can find no justification for the proposed down-grading of the post of Chief 
Executive. Despite the MoD’s protestations, it is inconceivable that a reduction in 
grade of the Chief Executive will have no effect on how that post or person is 
perceived within the MoD or international science and meteorological communities. 
Given the difficulties in identifying a suitable permanent replacement as Chief 
Executive down-grading cannot assist in finding someone with suitable experience 
and skills. We recommend that the MoD reverse its decision and retain the three-star 
grade for the Chief Executive. (Paragraph 74) 
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21. We look to the Government, through the MoD, to maintain the support and 
investment that enables the Met Office to retain its world-leading position. That 
support must include doing everything to encourage the best possible candidates to 
apply for the post of Chief Executive. (Paragraph 75) 
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Taken before the Defence Committee

on Thursday 11 May 2006

Members present:

Mr James Arbuthnot, in the Chair

Mr David Crausby Mr David Hamilton
Linda Gilroy Mr Dai Havard

Witnesses: Mr Mark Hutchinson, Chief Executive, Dr Dave Griggs, Director of Climate Change, and
Mr Steve Noyes, Director of Production, Met OYce, gave evidence.

Q1 Chairman: Good afternoon. Usually when we say that the best way forward for the Met OYce is
via a privatised and commercial route. Equally, Istart a Select Committee we would firstly say, “You

are welcome to the House of Commons”, but this have not seen evidence that says that the best way
forward for the Met OYce would be to return totime we have to say we are most grateful to the Met

OYce for your hospitality in allowing us to come Government on an on-vote agency basis. I think
where we currently are as a trading organisationto take evidence in this inquiry into the Met OYce.

Mr Hutchinson, thank you and to your team very feels about right for the time being.
much indeed for the welcome you have aVorded us.
I wonder if you would like to introduce yourselves Q4 Chairman: Can you tell us about the
for the record at the start of this evidence session. relationship you have with the UK Hydrographic
Mr Hutchinson: Thank you, Chairman. Firstly, OYce? It is described as a “sister-agency” in the
may I formally welcome you to the Met OYce. I Annual Report. What has happened, if I may ask,
am glad you found the morning useful and to the discussions that I think there used to be
interesting. May I introduce my colleagues. On my about a merger between the two organisations? Did
right is Steve Noyes, who is our Director of those discussions continue? What is the status of it?
Production, and on my left is Dr David Griggs, Mr Hutchinson: Chairman, I think such questions
who is the Deputy Chief Scientist and Director of are primarily for the MoD rather than for me
the Hadley Centre at the Met OYce. because they have the overall responsibility for

concluding what happens to their Agencies and
whether they think it is a good idea or not. I amQ2 Chairman: May I start with an opening gambit

about the ownership of the Met OYce. You are not aware of the previous discussions so I cannot
update you on the outcome of those. Certainly, asowned by the Ministry of Defence, is that an

historical anomaly? things currently stand, we are not aware of any
current push to create a merger of two agencyMr Hutchinson: It is certainly historical; I am not

sure I would say it is an anomaly. Defence does functions. We are certainly working very closely
with the Hydrographic OYce to shareremain our largest single customer and a lot of our

requirements, in particular the whole global accommodation or capability or in some way to
look at merging some of our corporate functionscapability, are very much a defence requirement. It

is quite a comfortable fit in terms of what we do to save costs, but that is not the same as looking
to merge the two agencies into a single one. I amand who we are owned by. Of course, our services

go well beyond the Ministry of Defence, we supply not aware of any current debate about such a
proposition.services across a range of Government departments

and directly to the public. It is hard to find any one
single Department that would be a better fit than Q5 Mr Crausby: You answered that very well.
the MoD. Certainly it is a relationship which we What about the advantages and disadvantages?
are quite comfortable with. Can you perhaps develop that a bit more on

bringing the two together?
Mr Hutchinson: They operate a sort of slightlyQ3 Chairman: Should you be owned by the

Government at all? Could you be a commercial diVerent business model. The Hydrographic OYce
essentially pulls together data from a range ofcompany which could operate in the private sector?

Mr Hutchinson: I think we need to keep an open sources and its business is very much based on the
marketing and selling of that data to a range ofmind on such questions. Certainly I am aware, in

the context of the current Spending Review, that users. Our business model is slightly diVerent in
that we look at data simply as a starting point forthe MoD and the Government generally are

reviewing the status and the future plans for all of us and then apply a lot of mathematical modelling
to it and synthesis and analysis to generateits Trading Funds and Agencies. I have to say, as

things stand at the moment, I do not see forecasts. The two businesses are not exactly peas
in a pod in that sense, but certainly they are nearby.overwhelming evidence that points conclusively to
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There are potentials in developing theoretical Q9 Chairman: But it was there?
Mr Hutchinson: I cannot put hand on heart and sayadvantages in terms of if it were possible to put
that, Chairman, I simply do not know the facts. Ithem into one sort of site or if it were possible to
am happy to investigate and provide you with amerge the supporting functions to support them
note.2too, then they would certainly generate potential

value. It is an issue between theory and practicality
Q10 Chairman: Would you mind, bearing in mindbecause, as things currently stand, neither side has
in the future that these accounts are intended forthe capacity. We need to identify eYciencies and
the enlightenment of outside readers as much as forsavings within what we think is practically possible.
inside readers, it would be helpful if they could beBeyond that, I simply would not be comfortable to
comprehensible as between the two organisations.speculate because such matters are for the MoD to
Mr Hutchinson: That is fine.determine.

Q11 Chairman: Why was 2004–05 a challenging
Q6 Chairman: Can I get on to your accounts now year as you describe it in your Annual Report and
and the key targets. The Ministry of Defence’s Accounts?
Annual Report and Accounts 2004–051 says, on Mr Hutchinson: It was challenging for a number of
page 210, that the Met OYce met four of its seven reasons, I think. Firstly, we sustained a significant
key targets in 2004–05, but the Met OYce’s Annual commercial challenge in terms of competition to
Report we have on page 36 says that the Met OYce our role in the marketplace. That undoubtedly
met three of its six key targets. How many key posed challenges for our commercial performance
targets did you have? How many did you meet? in the year in question. It was the principal reason
Why is there a diVerence between the two? for our failure to achieve that particular key
Mr Hutchinson: We had six key performance performance target in terms of commercial
targets in the financial year in question. The second capability. The second challenge was in relation to
of those key performance targets was subdivided bringing on-stream improvements in our ability to
into (a) and (b). In the MoD report they simply forecast the weather accurately. We were engaged
classed those two sub-components as separate in a major programme to improve our data
KPTs, so the six became seven in that respect. In assimilation to generate better weather forecasts.
terms of performance, we hit three out of the six. That was a complicated process and a complicated

project. It did not deliver the results in the year
quite the way we had planned and anticipated, but

Q7 Chairman: I still do not understand why there I am pleased to say it is now bedding in and
is a discrepancy between the two. Why are they not delivering the benefits that we want, just slightly
drawn up on the same basis? later than we planned. The key performance target
Mr Hutchinson: They were, Chairman. In still had assumed that the benefits would be flowing
describing the performance against key through in the year in question and we got it
performance target number two the actual target slightly wrong. We fell quite short on that NWP
was expressed in two ways: one was looking at index which measured our forecasting skill.
strategic investment profit and the other one was
looking at profit without strategic investment. In Q12 Chairman: Do you think this year you will not
our Annual Report and Accounts we simply fall short?
classified key performance target two with both its Mr Hutchinson: Subject to NAO verification, which
components as a single target. In the MoD Report is yet to be complete, I am pleased to say that this
they simply at both components counting them year we think we will achieve all the key
twice, if you like, so six became seven in that performance targets.3
respect. The targets are exactly the same, it is just
a diVerent way of counting them. In the MoD Q13 Chairman: All of them?
report they counted the sub-components Mr Hutchinson: Every single one.
individually as key performance targets, whereas in
our report we put both components against a single Q14 Chairman: Have your targets changed for
key performance target. this year?

Mr Hutchinson: No, they have been very much an
extension of the previous set of targets. We have

Q8 Chairman: Was there any discussion between adapted them to, for example, forecasting accuracy
the Met OYce and the MoD before those two where we used to measure simply scientific skill,
methods of treating the same target were treated that went into forecasting, by meeting the target we
diVerently in the accounts? term the NWP index, we added one to the last
Mr Hutchinson: Not that I am aware. I think it was financial year which as well as measuring the NWP
simply a clerical error, to be honest, Chairman. It index also measures the accuracy of our weather
is clearly a single key performance target, it just has forecasting across 11 locations across the United
two components to it. I think it is wrong to describe Kingdom. There is a dual measure of our
it as two separate key performance targets, which forecasting, so we have expanded our key
is what the MoD report has done.

2 Ev 50
3 Note by Witness: This refers to financial year 2005–06.1 MoD Annual Report and Accounts 2004–05, HC 464.
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performance targets to provide that sort of build up more of a service for the same money or
less of a service for less money is something whichinformation. We have also expanded and simplified

our commercial profitability KPT, simply to be a we are not currently capable of doing because we
do not know our services in quite those outputmeasure of commercial profitability rather than as

previously where I think we tried to distinguish terms. At the moment, all I can point to is the fact
that we have reduced our costs and are deliveringbetween new growth and existing business.
the same level of services as previously. Therefore,
in input eYciency terms we can generate and claimQ15 Chairman: You think you are going to meet
some £6 million of improved eYciencies in thethe forecast accuracy. What about your accuracy
course of the last financial year.compared with other equivalent organisations in

the world? Do you benchmark your accuracy
against other countries’ Met OYces? Q19 Chairman: Do you think there is any value in
Mr Hutchinson: Yes, we do. Indeed, under the continuing to try to develop a particular measure
umbrella of the World Meteorological of eYciency or have you abandoned that as a task?
Organisation, which is a UN body that sits across Mr Hutchinson: No. I would agree, Chairman,
all national meteorological services. In terms of the there is value in creating that measure of eYciency.
WMO meteorological standards we currently come The measure I would like to create—which I think
out as number one in terms of operational the work in the last financial year allows me now
forecasting accuracy. The closest comparator to us to create in this current financial year—is a measure
is the European Centre for Medium Range of output eYciency, in other words, measuring the
Weather Forecasting, which is based in Reading, volume, the type of services we deliver, the cost of
and they have a slightly better figure on forecasting those services and hopefully breaking it down by
accuracy than the Met OYce but in their case they unit cost of the services we deliver, so we have a
have longer to work at the data because they do true measure of our output eYciency, not just a
not issue operational weather forecasts, they simply measure of how much money we have saved.
indicate a long-range, medium-range weather
forecast, so they have more time to get more data Q20 Chairman: Why is it not a target that you
for their forecasts. In terms of operational Met should have that true measure?
services from WMO’s judgment, we are number Mr Hutchinson: It is something where we have put
one. the foundations in during the last financial year

despite it not being a key performance target. Of
Q16 Chairman: If you are going to meet all of your course, in addition to the external key performance
targets, one of the targets which you have missed targets we have a range of internal key performance
I am afraid was the target of developing a new targets which we wish to develop and deliver
eYciency measure. Is that right? ourselves simply it is a function of managing the
Mr Hutchinson: Based on the year 2004–05? business model. A lot of work went on in the last

financial year to define better the services that we
deliver to a range of customers and to articulate theQ17 Chairman: Yes, for 2004–05 it was not
whole cost of those services. Of course, the mainachieved, but do you expect to achieve that target
function of the Met OYce allows us, I hope thisthis year?
year, to start moving towards true output costMr Hutchinson: We have not set a target to create
eYciencies in terms of the services. We know thean eYciency measure and a KPT in 2005–06, the
volume that we can deliver, we know the cost offinancial year recently closed. Notwithstanding
those services and we can measure the eYciency,that, we are delivering eYciencies in input terms. In
not just in terms of the money that we are saving,other words I can point to the reduction in our
the input reduction, if you like, but also in termscosts for delivering the same services and
of our services getting bigger and delivering moregenerating that level of eYciency. Currently our
services for the same money. I think that alsoprogramme is in the amount of £6 million in the
counts as an eYciency.course of 2005–06. Again, what I cannot do, but I

will be able to do for this current financial year, is
start measuring output eYciencies in terms of Q21 Chairman: How will we know whether you
measuring the quality, the number, the type of our have achieved that?
services which we generate for the unit cost of Mr Hutchinson: We will have to look at the
those services. development of the output costing work which we

are currently taking forward in this financial year.
In the key performance targets, which have not yetQ18 Chairman: You are saying you will be

generating eYciencies without saying that you will been published for the current financial year, you
will see a key performance target which puts thebe generating any measure of that eYciency, is

that right? responsibility on me to develop a means of setting
output eYciency targets for 2007–08 onwards. WeMr Hutchinson: I am trying to explain, Chairman,

that we would like to be able to measure eYciency put a building block in place last year and we are
putting a further building block in place this yearin terms of unit cost of production, so we have a

particular service and we can demonstrate that the so that by the end of this financial year we will have
measurements of every single service we deliver tocost of that service, as we measure it in terms of

delivery, is getting cheaper over time. Whether we Government in volume terms and in cost terms. We
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will need to use that as a baseline in setting an targets for the current financial year because they
have not yet been published. We feel 3.5% as anoutput eYciency target that simply saying, “In unit

cost terms we are delivering better output services”. average across the five years is still about right.

Q25 Mr Crausby: Over 12% in the first two years,Q22 Chairman: Do I understand that for the next
you have a comfortable three years in front of youfinancial year there will be an eYciency key target?
there, have you not, or will you do better than that?Mr Hutchinson: In the next financial year there will
Mr Hutchinson: I think our owner would ask usbe a key performance target for output eYciencies.
some very searching questions if in the course ofIn this financial year, with the key performance
this financial year we delivered something that wastargets yet to be cleared by our Minister and
well in excess of the 3.5% because that wouldpublished, I expect there to be a target to create the
clearly indicate three years into a five-yearmeans for an eYciency target next year, in other
programme that maybe a 3.5% average waswords to put in place the costed output definitions
perhaps on the low side. As I say, it is somethingacross our Government accounts this year. That
that the owner and the Met OYce debate annuallytarget will be done in two bites. There will be
in terms of setting the right target. This year we areexplicit reference in this year’s KPT to the need to
comfortable in saying, “This is still an appropriateprovide a baseline for setting those future eYciency
target”, whether that is the case next year, I cannotoutput targets.
speculate. It is a five-year average and we are only
in year two of it at the moment.

Q23 Chairman: Is that the same as the target you
had for the last time? Q26 Mr Crausby: On page 37 of the Annual Report
Mr Hutchinson: No, I think the diYculty we had you set out five key targets for the financial year
in 2004–05, and the reason why the eYciency target 2005–06. How many of these targets did you meet?
was not met, was that we were talking about Mr Hutchinson: We have achieved everything in
diVerent things and we could not quite resolve the terms of key performance targets, subject to the
debate in the timescale of that particular financial caveat that the NAO, have not yet confirmed that
year to determine whether or not we wanted to set performance as part of their end of year audit, but
an input eYciency target or whether we wanted to subject to that confirmation we will have
set an output eYciency target or whether we achieved them.
wanted to do something completely diVerent. We
have now resolved that debate, and quite clearly we Q27 Mr Crausby: You just mentioned that these
want to measure our eYciency in terms of services targets have been the discussion of the Met OYce
and the cost of those services which we deliver to and, indeed, the MoD. The targets are a little bit
customers and, hence, we want to create a baseline bureaucratic to us, so are they set between you or
of output eYciency targets for the future. The do you think they are the right targets?
activity this year will be to create that baseline and Mr Hutchinson: They are certainly set by our owner
have key performance targets which reflect that formally advised and clearly there is a debate about
requirement, and next year I fully expect that to what targets they wish for and how far we think
lead to clear specific output eYciency targets. we can deliver against them but, yes, there are

targets set between the MoD and the Met OYce.
As to whether they are the right targets, I thinkQ24 Mr Crausby: Still dealing with targets. The key
they measure the right things which give indicatorstarget relating to the return on capital employed
about the progress and performance of the Metwas quite comfortably met in 2004–05 in that the
OYce. We are a Trading Fund organisation and wetarget was 3.5%, yet you have achieved 7.6%. Were
exist to exploit an asset which the taxpayers createdyou a bit surprised in 2005–06 that the target
to bring in revenue that we would not otherwise getremained on 3.5%? Were there special reasons why
from the taxpayers to oVset the cost and give anyou achieved 7.6% in 2004–05? Did you achieve the
ongoing service to the public purse. I think it is3.5% target in 2005–06 or can you do better than
right, therefore, that we should have measures onthat?
long-term capital and commercial profitability.Mr Hutchinson: Again, it is subject to NAO
Clearly the nature of the targets is something whichverification, but we believe our achievement in the
is not fixed in stone, so it is perfectly reasonable forcourse of the last financial year will probably come
the owning department to change its requirementsout at a return on capital figure of around 5.3%,
year-on-year, and they are only annual targets. Theso better than the 3.5% target. It is important to
means exist to adapt and suit the demands of therecognise that the 3.5% target is meant to be an
owner as well as what we feel we want to measure.average performance over five years starting from
In Met OYce terms, we do not measure ourselvesthe financial year 2004–05. Return on capital is
solely by our external key performance targets, weaVected by a number of one-oV issues in terms of
have a range of internal targets which we use tothe amount of exceptional items that you cater for
manage the business in all aspects.year on year. It would be mistaken to draw

assumptions from the performance in 2004–05 and
the performance so far in 2005–06 which indicates Q28 Mr Havard: Are you subject to the resource

accounting budgeting processes which arethat the 3.5% target is too low or inappropriate at
this point in time setting the key performance produced by the Treasury as part of that?
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Mr Hutchinson: Yes, we run on commercial Mr Hutchinson: We carried out a staV survey in the
early part of this year to provide a benchmark foraccounting lines.
setting targets in the future. We are in the process
now of going through the results of our staV

Q29 Mr Havard: Are there any particular aspects survey, picking out the areas that we want to target.
in relation to that? You are a very capital-heavy I can tell you now that we have a particular interest
organisation with a lot of dead money sitting on in ensuring, during the course of this financial year,
the shelves out there as far as accountants would we improve the current perception of the Met
see it. Do you have any particular observations on OYce leadership and also ensure that the levels of
that process having been introduced? overall job satisfaction improve. There is a general
Mr Hutchinson: I should try and clarify the feeling from the staV survey in the Met OYce to
question. Although the department moves on a date that it is a very good place to work and people
resource accounting budgeting process, we, as a are very, very proud of the Met OYce and what it
Trading Fund, operate under purely commercial does. Certainly with the recent events here there is
accounting rules and regulations. The two are not a certain amount of reaYrmation and restoration
dissimilar. The Mod RAB process seeks to adopt of the level of satisfaction and trust in the
commercial accounting lines but the way they leadership and business in general.
manage themselves, the way they account for Chairman: That takes us on to the management of
capital expenditure, is slightly diVerent from the Met OYce and Fabian Hamilton.
normal commercial business, which is what we
account ourselves as. In terms of the capital on our

Q32 Mr Hamilton: In 2005 both the Chiefbalance sheet, yes, you are right, weather
Executive and the Finance Director leftforecasting is an expensive business and it is heavy
unexpectedly, the former having been in post foron the infrastructure. With the sorts of assets we
just one year. What impact did these departureshave it is our responsibility to use those assets to
have on the work of the Met OYce itself and,generate products and services more widely beyond
indeed, on staV morale?our government public service base to ultimately Mr Hutchinson: No organisation likes to have aoVset the cost of those services and infrastructure revolving door that moves too quickly. The timingto the public purse. That is what we try and do. of the departures did have an impact. In terms of
the business as such, such things are not unknown
outside the Met OYce and appointments andQ30 Linda Gilroy: Understandably, what you have
successors clearly come into the process and carrydescribed in terms of achieving the eYciency
on the job. It is fair to say that the circumstancestargets, if I understood it correctly, is very output-
surrounding the quick departure in succession ofdriven and very objective, and that I understand. In
the Finance Director and the Chief Executivedeveloping that, do you have any more qualitative
generated a certain amount of short-term anxietycustomer satisfaction feedback as part of what I see
and uncertainty across the Met OYce.you are in the process of creating and agreeing, the

central Government Customer Service Agreement?
Is there qualitative subjective feedback from your Q33 Mr Hamilton: I think people up here
customers? understand that turnaround is a fairly common
Mr Hutchinson: We do a certain amount at the thing after last week’s events. It has been suggested
moment but, to be honest, I do not think we do that the post of Chief Executive has been
enough. Part of the work we have been putting in downgraded by the MoD and the downgrading will

make it more diYcult to find permanentplace over the last 12 months through vehicles such
replacements and will diminish the influence of theas the Customer Supply Agreement, which we are
Met OYce Chief Executive in the internationalputting in place with our Government customers,
meteorological community. In what sense has thewill allow us to have a much more informed debate
post been downgraded because you have not beenabout, “We said we could do it”, “Did we do
clear on that? What will be the impact of this?that?”, “Are we satisfied with what we did?” and
Mr Hutchinson: In terms of grading, the MoD“Can we take it from there?” It will certainly
operates a grading system, and it is true to say thatprovide a structure to have a debate with our
the post which the previous Chief ExecutiveGovernment customers about service delivery and
occupied had historically been graded at the three-satisfaction levels. I think it is just a starting point.
star level, if that is the term I can give. The recentThe CSA was put in place for the first time ever
job evaluation post of Chief Executive took placeonly a few weeks ago, so it is early days yet.
early last year. I believe the formal designation ofCertainly the intention is there to measure what we
the post is now a two-star post. In practical terms,do for our customers to ensure that we do the right
I do not believe that has an impact whatsoever. Thething to meet their requirements and take stock of
nature of the recruitment process for the Chieftheir satisfaction.
Executive will reflect the fact that we wish to have
a proven world-class leader of the OYce, and if that

Q31 Linda Gilroy: I am also looking at 14, the staV leader comes from outside government circles then
satisfaction benchmark, and that got established the salary will be commensurate with the weight of
2005–06. Whereabouts are you in the development the job. In international circles, the post of Chief

Executive of the Met OYce is one which hasof that?
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international renown and has a huge reputation million investment by the Met OYce in
weatherXchange, which itself is a joint ventureinternationally. I feel the Met OYce status and

stature internationally do not depend on the grade company that has gone into administration. The
memorandum from the Ministry of Defenceof the Chief Executive, it is much more in terms of

the quality of what the OYce and staV do across suggests that the company would be put into
liquidation.7 Has that happened? If not, do youthe board.
expect it to happen? If so, when?
Mr Hutchinson: The data supply part operation ofQ34 Mr Havard: Is the appointment of another
the joint venture has been sold on. MyChief Executive in a year or so going to lead to yet
understanding is that the remainder of the businessmore uncertainty at the Met OYce and, if so, how
is now entering liquidation, a process which willwill this be managed?
take several months, I suspect, Chairman.Mr Hutchinson: I believe one of the reasons why I

was invited to take on the role as Chief Executive
in January was to provide that stability rather than

Q38 Chairman: There were losses in relation to thatto have a movement of Chief Executive every year.
investment which were expected to be written-oV inThere is a generation of stability which I provide
the 2005–06 Met OYce financial accounts. Haveover a two year period. In terms of the
they been included in those accounts? If so, whatappointment of my successor, I think that is really
is the total value of the write-oV relating to thata matter for the MoD in terms of the timescale for
investment?that and the nature of the job spec, if you like. My
Mr Hutchinson: The total value of share capital hasunderstanding is that they intend to do that with
been written oV. The direct investment by the MeteVect to find a successor to me by spring next year.
OYce in the joint venture amounted to £1.53I do not think it will have, and I hope it does not
million to be precise.8 That amount will be written-have, a major impact, or even a significant impact,
oV in the last year’s accounts which are currentlyon the business direction or the stability of the
going through the audit end year process, the totalOYce. We are setting a course which I think the
cost of our engagement with the joint venture overnew Chief Executive will simply take on and
the five years of its existence, of course goingcomplete.
beyond direct investment in share capital and
taking account of staV time and eVort from the MetQ35 Mr Hamilton: Many people are going through
OYce, accommodation which the Met OYcea staV appraisal at the present time and one of the
supplied to the joint venture company as well asquestions is about morale. Can you forward that
some of the charges for services which were waived,report to the Committee because I think it would
or only partially recovered, over the course of thebe interesting to find out about the morale of staV?4
joint venture operation. So 1.5 is the cashMr Hutchinson: Of course. We are about to release
investment in the share capital which will beit to our own staV in a few days’ time and I will
written-oV and will be in the past year’s accounts,make sure a copy goes to you, Chairman.
but the total cost of our involvement with the joint
venture goes well beyond that. Of course quite a lotQ36 Chairman: That would be extremely helpful.
of those costs would be incurred regardless becauseDo you have any other internal measurement data
they are part of the Met OYce operation in termswhich you publish to your own staV that you might
of its staV and accommodation and such like.be able to release to us?

Mr Hutchinson: We have the normal sort of
internal management scorecards, if you like. We Q39 Chairman: Those further costs would not
have a range of performance indicators across a necessarily appear in the accounts at all?
range of our programmes. I do not think that is Mr Hutchinson: Certainly they are not of any
sensitive and we could provide that if you would significance on a sort of annual basis to require that
find it useful or of benefit.5 In terms of the measure sort of write-oV. Clearly insofar as we have not
of staV perception, we do not do much more than recovered the costs of those services supplied to the
what we did at the end of the year in terms of the joint venture, that has been reflected in the
annual staV survey. That is the thing I should accounts going back a number of years, to parallel
probably send you.6 the history of our involvement with joint ventures.

In terms of materiality and significance, they have
Q37 Chairman: I think that would be most helpful not required formal write-oV action in previous
as well. Thank you very much on the issue of accounts or, indeed, in this account, so the write-
weatherXchange, as a Committee we do not intend oV action will be in relation to the share capital.
to delve into the details of the dispute which exists
between the Met OYce and weatherXchange. It is 7 See Ev 59
not the sort of inquiry that we would be very well 8 Mr Hutchinson reported that the Met OYce will write of

£1,530,000 in its accounts for 2005–06. The Met OYce willset up to undertake, but there are issues which arise
write oV the value of its investment in weatherXchange Ltdon the accounts which we would like some factual
amounting to £1,533,000 but will also make a provisionanswers to. I would like to start with the £1.5 against the debts owed to the Met OYce by
weatherXchange Ltd of £120,000. The Met OYce also
underwrote £63,000 in legal and professional fees incurred4 Ev 51

5 Ev 58 in advising the Board of weatherXchange Ltd prior to the
company being placed into administration.6 Ev 58
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Q40 Chairman: Are there any other losses which set of controls and governance bodies and stem
from the Met OYce board, which was put in placemight come into future accounts? If so, how much

will that amount to? towards the back end of 2004, I believe, through to
a greatly enhanced audit control and scrutinyMr Hutchinson: In relation to weatherXchange?
process. We have also separated out the delegated
powers within the Met OYce so that no one person
can make a financial commitment, they have to setQ41 Chairman: Yes.
the requirement, state the price but then getMr Hutchinson: I am not aware of any future write-
financial concurrence from a second person, sooVs of the costs. Clearly there are ongoing liabilities
there is a degree of separation of powers,associated with our involvement in the joint
delegations and controls, which I think reflects anventure. I do not believe they are significant and I
awful lot of what goes on elsewhere within thedo not believe they will lead to future write-oVs,
MoD. Until recently, it did not really exist in quitebut I think at this stage the answer to are there
the same structured way within the Met OYce.circumstances where we are likely to generate
Basically, there have been improvements aroundfuture write-oVs in relation to our joint venture is
the control and governance of our investments andI fully expect the £1.5 million write-oV in the
the engagement with such concerns. I think also the2005–06 accounts to be, in accounting terms, the
second issue which came out after our experienceend of the story.
was the need to ensure that management
information flowed better to those bodies set up
with oversight responsibilities for the Met OYce,Q42 Chairman: Do you have any other joint
ensuring financial reporting, managementventures with private companies?
reporting, was holistic rather than piecemeal, soMr Hutchinson: We have a shell joint venture, just
that people could have a true view of the totalitya paper arrangement structure in relation to a New
of what we were talking about and we are able toZealand concern. The joint venture was called Eco
better exercise due diligence to the Government.Connect. Our involvement with Eco Connect is not

being progressed, so in practical terms we have no
active joint ventures. Clearly we have learned Q44 Mr Havard: When the Annual Report and
lessons from the weatherXchange joint venture, Accounts 2004–05 refers to changes to the
and whilst I think joint ventures do have a place in Government’s framework, you have just explained
progressing our objectives for entering commercial what that means but obviously I need to find out
business, I think undoubtedly we could manage what the diVerence between some of those things
those better. Certainly I think at this stage there are are. Sometimes the language gets interchangeable
no additional active joint ventures which the Met and loses its meaning for people. That was what
OYce is engaged with. you referred to in relation to the governance

framework. Can I ask you, first of all, are all of
these things therefore fully operational 2005–06

Q43 Mr Havard: We have also written to the because this is the Annual Report for 2004–05?
Ministry of Defence about some of these issues and This is now in place and has been in place for some
we have a viewpoint, not so much about the detail time, has it not?
on the weatherXchange, I do not want to pursue Mr Hutchinson: Indeed. The new Met OYce
that, as the Chairman said, but what I do want to board—which was new then in 2004—was put in
ask, however, is in the replies they have given us place with a clear mandate to bring in experienced
there are references to the MoD having taken steps non executive directors with commercial experience
to ensure that appropriate controls and best to apply the sort of scrutiny and due diligence
practice are now in place to prevent similar checks on our commercial activities which we
circumstances in the future. I would like to hear suVered from a lack of before then. Perhaps that
what you have to say about what those new was one of the reasons why we got ourselves into
procedures and controls are, in order to deal with the pickle we did over weatherXchange. That was
avoiding a similar sort of circumstance? in place before the final decisions were made about
Mr Hutchinson: The main lesson we have all weatherXchange and was also one of the reasons
learned from our long engagement with the joint why some of the experience and some of the
venture was the need to ensure that the structures findings came out. Yes, all the other things in terms
that were in place to ensure proper governance of of delegation, control and audit arrangements are
our investment in this joint venture were compliant now in place.
with that. Certainly one of the experiences from the
weatherXchange joint venture was that sometimes
decision-making in relation to investments or if a Q45 Mr Havard: The NEDs, the due diligence and

those processes, cover all the other things aboutservice was supplied to this company, did not go
through the appropriate governance bodies with best practice of governance, does it, that is what all

that means? Can I ask a question, however, whichthat sort of deep scrutiny and audit which should
be conducted. Certainly what we have put in place is that you have these non-executive directors and

so on, have you looked at the appropriateness ofas a result of some of our experience of the joint
venture is a much more formalised and structured all this with anyone else? Has anyone else
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independently reviewed these things? For example, Mr Hutchinson: As I said in an earlier answer, I am
have you been to the National Audit OYce? Where aware that the MoD is keeping its mind open and
have you taken advice? reviewing its options in relation to how a trading
Mr Hutchinson: We involved the National Audit body such as the Met OYce should be managed
OYce from the first in terms of exposing what we and directed in the future. As I said, I am not aware
thought had gone wrong and what the most of any clear evidence that point the route to
eVective remedial measures would be. I am pleased privatisation or to return on vote. The trading
to say that the National Audit OYce confirmed our position, it seems to me, is about where we are at
view in that we had identified the right lessons from the moment. If that stays the case, and clearly this
our experiences. They said also that the steps we is something which is not wholly within the Met
have taken are the right steps to ensure that those OYce’s gift, I do believe that a trading fund has the
lessons are not repeated in future cases. right, and indeed in some cases the obligation, to

look at ways of securing commercial return, and
joint ventures potentially can play a part in that.Q46Mr Havard: That leads me to the next question
Our experience with weatherXchange has not madewhich is where does it go beyond there because
us more reluctant to go into joint ventures as aquite clearly past experience is going to colour
principle, they simply have made us very carefulpeople’s attitudes to some degree or another, so it
about how we go into joint ventures in the future,is really a question about whether all this makes
if we ever do, and to be much more scrupulousother private sector companies cautious about
about how we manage those ventures in the future.coming forward to enter into any other types of

partnerships you might want to do in the future?
Can you say something about that? I know you

Q48 Chairman: Does that not amount to the samecannot speak for the rest of the world.
thing? Does it not run the risk of retreat becauseMr Hutchinson: I cannot, but I can certainly speak
you have been bitten once, as you might say, andfor the Met OYce. We have been taken aback by
therefore there will be a nervousness about everthe failure of the weatherXchange joint venture to
getting into this dangerous area again?succeed in quite the way we wished it to. I think,
Mr Hutchinson: A certain amount of nervousnesslooking with perfect hindsight, the concept was the
has to be expected. As you say, “Once bitten, twiceright one. It was an attractive proposition and it
shy”, but I think in this case we have learnt thewas not just us who thought so, some major
appropriate lessons which, as I said before, was notinvestors, Billiton and Zions Bank, also thought it

was a thing that was worth putting money into. The so much about, “This was a daft idea or a daft
failure lay not so much in the concept of the joint vehicle to access a new market”, it was much more
venture, or the objective of seeking to get into new internal to that in terms of, “We did not manage
markets to secure commercial return, it was the it very well and we need to learn our lessons from
failure within the Met OYce to properly manage it”. I still think the concept of a venture into a new
that investment and apply the appropriate market with a set of new products is potentially
governance checks. I do not rule out future use of very attractive. As I said before, it was not just our
joint ventures because they have their place in the judgment. I do believe we need to keep our eyes
conduct of a trading environment. Afterall, we are open and maintain that innovative risk-taking
supposed to be looking for innovative, successful approach to trading. We are a risk-taking business
ways of oVsetting the cost of our operation to the simply by virtue of our trading status, so I think
public purse by this sort of commercial behaviour. we need to make sure those risks are properly
As I have said in the past, I think we need to identified and properly managed. Undoubtedly,
improve the way we assess risks, manage that was what we felt most strongly about after our
investment and take a total view of the package experience with the joint venture.
with suYcient commercial experience available to
us so we do not let our own naivety and lack of
familiarity cloud our judgment. Q49 Linda Gilroy: The relocation from Bracknell

to Exeter was a cost of some £106 million, I wonder
if you can run in front of us what the expectedQ47 Mr Havard: I asked the question for the
benefits were of the relocation and the extent toobvious reasons relating to what I have just said.
which they are being delivered?It is interesting because the number of trading
Mr Hutchinson: If I may pass on to Steve Noyesterms and processes are reducing which the MoD
to talk about some of this because he had theare engaged with, and the pathway and
leading role in the relocation project at the time, sopartnerships are becoming a much more common
he can go into that in much more detail than me.currency to us. It is interesting for us to know what
As far as I understand it, the main benefits of theyour future position might likely be, whether it is
relocation at the time the project was being plannedthe original question asked by the Chairman as to
and executed were very much along the lines thatwhy you are still part of the Ministry of Defence,
we expected to deliver a significant reduction in thebut also how one is then set in order to be able to
operating costs, the payroll costs and, indeed, as amaintain a trading position if you do not believe
consequence of the relocation. We had become aany of this has disturbed you in anyway in relation

to that. smaller organisation with a 500 post diVerence
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between the size of the Met OYce in Bracknell and come to mind, things that you think may have
come about more easily and more quickly in a morethe size of the Met OYce which is currently in
innovative sort of way?Exeter. Not all of those benefits related directly to
Mr Noyes: There are a number of statistics, butrelocation but it was certainly one of the factors
they will be more likely to be on the cusp, so towhich allowed us to downsize and reduce the cost
speak. In particular, if you look at the awarenessof our operations. Also, one of the big areas we
within the organisation on capability in terms ofthought we would get major benefit from would be
climate change, when we were based in Bracknell,simply co-locating a lot of our activities in one
the climate research scientists were located in abuilding because in Bracknell we were operating
separate building and they are now part of a singleout of many diVerent buildings. Although they
oYce here in Exeter. I think largely as a result ofwere in the same geographical area, you would
that the expertise and capability which they oVerprobably realise how diYcult it is for people to talk
to the organisation is now beginning to be muchto each other if they have to walk down a corridor,
more integrated into our more corporate thinking.let alone across a road. The benefits of teamwork
In terms of the sorts of services we may start tointeraction across the oYce and the synergies that
oVer to customers, we are now able to exploit thatwill drive in terms of our performance will play a
much better than we were in the past.key part to benefit from the relocation. Finally, we
Mr Hutchinson: One very significant example of thehope the specific operation part of the business will sorts of benefits which come out of that closerbe much more resilient given the investment we alignment of our research staV and our operational

have made in each of these computer halls. Those forecasting staV was seen in the recent forecast we
are the main areas where we expect to get benefits. made in the autumn of last year, making a long-
Mr Noyes can probably say whether or not we are range forecast for the winter season. It is certainly
on track in terms of delivering those. possible to improve but I do not believe we would
Mr Noyes: I will start in terms of where Mark have got that sort of connection between what was
finished, which was on deliverance. Certainly where essentially a research finding being brought into the
we stand now is we are doing significantly better in operational forecasting capability in quite the same
terms of our ability to keep the operation running way had we been in Bracknell. I think that oVers
than we were when we were in Bracknell. We were a hard example of where the joining-up of our
getting repetitive problems, particularly in regards capabilities can lead to an outstanding result.
to power, which caused significant interruptions to
services during the end of the last decade. Having Q51 Linda Gilroy: Following the relocation, has themoved down here, our performance in order of Met OYce been operating at a full manning level?
magnitude, if not more, is a step forward. That is If not, what is the shortfall and what impact is it
not to say we have not got any problems, we had having?
some small concerns last year but we are learning Mr Noyes: We are, and we are actually bringing
from those. As with any new building, as you move more staV than we originally expected to. Our
into it you learn how to use it. With regard to the target was to bring about 70% of our staV as a
performance of the organisation and the way in minimum to ensure business continuity, expecting
which the staV are using the building, there is that we would probably have to recruit some more,
definitely a lot more cross-fertilisation of ideas but in the end we brought 82% from Bracknell
which breaks down the barriers between the down. In terms of our forecast headcount that we
diVerent divisions and parts of the organisation. budgeted year on year, we have always been there
That is reflected in the staV attitude survey which or about right, so there has been no noticeable
we carried out after we moved. We looked at shortfall in terms of staV nor of skill. Indeed, as a
perceptions beforehand and then afterwards and result of moving—and I think we were questioned
there was a definite improvement in terms of the about whether or not relocating to Exeter would
staV’s view in terms of whether or not the new enable to us bring perhaps some of the best and
building was helping them to work more eVectively most eminent scientists to the region—we are able

to attract very good skills, not just in the scienceand work better in the context of a team. In
area but across the business as a whole. That isparticular, our teams draw together skills from
partly because of the environment they work in andacross the organisation as a whole. With regard to
in terms of a place to live, but also our salaries areour operational performance in terms of financial,
more competitive in the South-West than they werewe have moved to a new building with the
in the South-East.commensurate running costs and those are running

exactly as we would expect them to be, so we are
delivering those. The actual services that are also Q52 Linda Gilroy: You have got a full complement
part of arrangements are working eVectively as of staV, and I think you are saying to me there are
well. no diYculties in having brought skilled staV down,

in maintaining the levels of skilled staV. Are there
any pinch points or skill shortages?

Q50 Linda Gilroy: Are there any specific examples? Mr Noyes: No. We were aware of where there
You mentioned the staV survey as a verification of might be skill shortages so we already recognised
how cross-fertilization benefits from the co- them and we managed those risks as part of the

relocation itself.location, but are there any specific examples which
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Q53 Linda Gilroy: The other issue aVecting staV meteorological services to the Army and the RAF
delivered electronically from a remote location. Canand staYng levels was the decision to move the

production of the majority of weather forecasts to you tell us something about this trial? When do you
expect the results to be available?Exeter from other Met OYce centres around the

UK and the sort of impact this is having on other Mr Hutchinson: Certainly. I will update you on the
memorandum which MoD sent to you some weekscentres, such as Birmingham and Manchester. Can

you tell us a bit about how the decision is being ago now.11 Apparently the trial has slightly changed,
it is now going to be held at RAFWittering. I believetaken forward and what sort of level of savings are

perhaps expected from that move? the first stage of the trial will commence in June, and
it will take several months to take stock of theMr Noyes: I am sure you are aware the Minister

announced plans to do what was described at the automated products and what the customer in this
case thinks of it. Beyond that, I cannot really say. Itend of January, so the decision has now been taken.

In terms of a project for delivery, the intention is is a trial which will have a lot of education on both
sides. We are trying to move it forward in the lightto move almost all of the work we do by the

beginning of winter this year. The focus of the of that education and results, but we are waiting for
the trial to commence.activity at the moment is primarily on making sure

that we have the right people in the jobs who can
then be moved to Exeter from these various
locations. Just recently we completed a recruitment
exercise internally, and we are now in the process Q58 Mr Crausby: Have you any idea of the scale of
of moving towards interviewing staV for those jobs. savings that you would expect if the trial was
Clearly there are fewer jobs than there were before, successful?
so it is a major issue for the staV, and we are Mr Hutchinson: Not at this stage. Perhaps it is a
treating that very, very carefully and working with question which would be more properly addressed
the representatives of the trade union and staV to theMoD because, of course, this is a requirement
directly. The other key activity at the moment is the which they are the customers for rather than theMet
actual transfer of the activities of staV in terms of OYce which is supplying forecast services to meet
the products we give to customers and the their current requirements. Certainly, if the
technology required for that, so there are two key automation succeeds in meeting the customer’s
aspects. One is the management of people and the requirements, then the direct consequence of that is
impact on the staV, and the other is in terms of the we will not require quite so many forecasters
services our customers receive. themselves to be positioned at defence airfields

across the country. That undoubtedly would
Q54 Linda Gilroy:We understand that Direct Space generate a degree of resource saving in the Met
Research was undertaken by Sounding Rockets and OYce in terms of supplying the customer
Satellites Experiments at Bracknell. What was the requirements, but the scale of that at this stage is not
outcome of this research? How has it been aVected something I am proposed to speculate on.
by the relocation to Exeter?
Dr Griggs: I am not aware of the exact research you
are talking about. We have an experimental site in
Bracknell where various research was done on radar

Q59Mr Crausby: TheMoDmemorandum also tellsand other operational instrumentation. That work is
us that these trials are part of a broader programmecurrently being carried out at diVerent locations, but
aimed at improving meteorological support to allI am not quite sure about the exact research you are
military users. What are the main elements of thereferring to.
broader programme? How exactly will that
meteorological support to the military users beQ55 Linda Gilroy: The work involved in Direct
improved?Space Research, I thought the name of the entity
Mr Hutchinson: I think I have to refer you to thepart of the organisation was the Sounding Rockets
MoD to talk about their broader programme, it isand Satellites Experiments units. That work is being
not mine. Certainly the Met OYce is engaged fullycarried out but not here?
with the Ministry of Defence to look at how we canDr Griggs: I would need to check.
play our part in integrating meteorological
information into a broader environmental pictureQ56 Linda Gilroy: If you can let us have a note?9
which the MoD wish to have. We are playing a bitMr Hutchinson: It is certainly not an area that would
role in the overall debate because, of course, from ahave been aVected by the rationalisation of our
defence perspective, it is not just meteorologicalproduction centres, they were not conducting
information, it is a range of environmental issuesresearch in quite that way, it would be another
which they have to integrate together to generate theaspect of Met OYce business, but we will find out.10
recognised environmental picture. That is not
something which I have a particular oversight on, soQ57 Mr Crausby: Some questions on the future
I am afraid I am probably not going to be able tomilitaryMet requirements. TheMet OYce has run a
answer your question about how the overall defencetrial at two RAF bases delivering automated
programme is structured and proceedings.

9 Ev 50
10 Ev 50 11 Ev 43
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Q60 Mr Havard: I will ask this, but whether I have Mr Hutchinson: If I can oVer a preliminary view and
got it right. I have got the FMMR which has shown then perhaps hand over to my colleague, Dave
the need for the FEDEC, which links into the NUC, Griggs. Ultimately the investment in satellites, a bit
part of which is BSE, which is overseen by theDI JE, like the investment in supercomputers, is an
is that right? expensive business which requires a lot of
Mr Hutchinson: That is almost right. infrastructure in terms of the means of gaining

observation, which primarily is what we invest in
satellites for, a number crunching exercise ofQ61 Mr Havard: It is not far oV. Seriously though,
synthesising all of that data through a mathematicalwithin that there is this—as I understood what you
model to generate weather forecasts, which is whathave just said to me—EFC, Environment and
we use the supercomputers for. In terms of theFusion Capability part of network and capability. I
benefit of that investment, it is about gainingknowwhat these initials stand for and that is sad. As
increased and improved accuracy of our weatherart of that, is that the bit you are now talking about
forecasts. That is the ultimate acid test, if you likein June? Is that the bit which is being taken forward
of:- has the investment been worth it? Do you get ain the programme you were describing at Wittering?
more localised weather forecast?Mr Hutchinson: That is very much about the Future

MilitaryMeteorologyRequirement, FMMR; it is an
acronym.

Q67 Mr Hamilton: I just want to follow-up on
supercomputers. You are spending more than

Q62MrHavard:You are invitingme to go away and £21 million on upgrading your supercomputers.
ask various questions about these things, so I am How do you justify this expenditure? What will the
trying to figure out what intelligent question there is taxpayer get for this investment?
to ask and then I am going to have to figure out who Mr Hutchinson: If I can ask Steve Noyes to talk
in this hierarchy I need to ask it of basically. What about the plans for investment in the next generation
about this bit in June? of supercomputers.Mr Hutchinson: It should be that every customer

Mr Noyes: The way in which we are thinking ofgets the same level of service that they are satisfied
moving ahead is looking at whether there is awith from an automated Met product which is not
possibility of working more closely with researchdelivered by a team of forecasters sitting on the
councils in terms of initially buying theairfield. That may be done on a computer screen or
supercomputer that they need and we need together.something. That is what the trial is about.
That is one of the things we are looking at for the
future. The next supercomputer we would be

Q63 Mr Havard: You have an input, and will have looking at procuring will be around about 2009, so
an input, through all of these various aspects? that is how far awaywe are looking. Theway that we
Mr Hutchinson: We are fully engaged. decide what size of supercomputer we are going to

need is very much in discussion with customers. We
Q64 Mr Havard: You are engaged with the talk to customers about what they will like to do in
Intelligence, Joint Environment Capability terms of services or research activity, of course in the
Infrastructure which develops from that? case of Defra the Climate Change Programme, with
Mr Hutchinson: We are fully engaged with defence regular and intensive dialogue about how much
in terms of explaining and articulating how we can work they would like to do and how much
integrate Met data into what they want, which is a supercomputer costs, therefore, would be required
much broader environmental set of data. to service that requirement. By the time we get to the

position where we are making decisions about the
Q65 Mr Havard: When they said in the next supercomputer we will have agreed with our
memorandum12 about the concept work which was customers exactly what their requirements are and
going to end in February, that did end, and that has the funding they will be providing which underpins
also come out in terms of the project running in the investment in those technologies. It is not about
June, has it not? us taking risks in terms of investing in something and
Mr Hutchinson: The project running in June is a hopingwe can sell the services from it, it is verymuch
single input to that work, as your colleague said. It a joint decision with our customers, with budgets
is a broader programme. and funding lines allocated accordingly. The
Mr Havard: Several of your staV are nodding primary funders for our computers are two-fold, the
vigorously behind you, so you have got agreement Ministry of Defence in support of the public Met
on that. service and defence forecasting primarily, and Defra

in support of the Climate Change Programme.
Q66 Mr Hamilton: Dealing now with satellites. The Chairman: Let us move on to the very important
Met OYce and the MoD are planning to spend area of the Mobile Met Unit.
substantial sums of money on meteorological
satellites over the next ten years. What specific

Q68 Linda Gilroy: The Annual Report andbenefits are expected from the investment of some
Accounts refer to the Mobile Met Unit as “Our£300 million in satellites over that ten year period?
Sponsored Reserve Unit at the RAF working
alongside the UK Armed Forces”. I wonder if you12 Ev 44
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can tell us what the current strength of the Mobile into doing exactly the same things which our people
can do. Are they engaged in that type of trainingMet Unit is and how does this compare with the

manning level required? activity elsewhere? The other thing that strikes me is
what you said about NATO and other jointMr Noyes: Certainly. The total number of military

personnel we have on our books at themoment is 74; activities. How are we engaging in terms of sending
people to, if you like, create a common standardof those 59 are operational, in training and ready to

deploy. The number that we have in the unit has elsewhere? Is this a function that they are also
fulfilling, in a sense wearing a double hat, because Iincreased significantly in recent years. If we cast our

minds back to where we first deployed a unit, which know the meteorological community by definition is
an international community as well?would have been the Falklands conflict in 1982, the

number of people in the unit was probably of the Mr Noyes: If I can take your question in two parts.
order of between 12 and 20 personnel in total. The first one would be in relation to training
Following that very first deployment, the role which meteorological personnel from other countries
the MMU plays in supporting meteorological where the standards of training would be those
operations has been recognised widely, with strong standards defined by the world meteorological
acknowledgement in terms of the benefits delivered community rather than military standards. That is
by all three of the Armed Services and the coalition something which we have a long history doing
services as well. Over the years our numbers have irrespective of whether we are engaged in a conflict.
gradually increased because we have been called We have a college here in the Met OYce where we
increasingly to support more operations, but also in train forecasters, meteorological staV from all over
terms of making sure that we have enough personnel the world and we continue to do so. When we
to respond to major conflicts when they arise. At the become engaged, either through conflict or we
moment, as I say, we have 74 personnel on the have a particular strong relationship with other
books, 59 in operation and the rest are in training, countries, for example there is a Commonwealth
either getting forecasting training, civil operational meteorological community that we are engaged
and support training or military training at the with, we tend to find with some countries that we
moment. have a stronger relationship either for a long period

of time or a short period of time with particular
national meteorological services. Following theQ69LindaGilroy:Given the currentUKoperations,
conflict in Afghanistan, for example, a number ofis there an overstretch problem despite the increases
years ago we developed a very close relationshipyou have just mentioned? If so, how are you
with the Afghanistan Met service and a largeaddressing it?
number of their personnel came here to receive theirMr Noyes: No, there is not. The way we manage the
training. In fact, we used Torquay as we were in thepersonnel of theMMU iswe have full-time reservists
process of moving our Met OYce college to Exeter.and also part-time reservists, so what we aim to do is
We have had other staV and we are training Iraqisurge our manning levels by drawing upon part-time
staV as well. That is just a small example of the widerreservists and backfilling with civilian personnel
programme of support we give to national Metback in on a part-time basis. The fact that we use
services, particularly in the context of training. Withpart of the Met OYce and the fact that we have
regard to the other part of your question, which is aaround 200 forecasters in the organisation, we are
joint operation, a coalition operation withinNATO,able tomanage that total resource and releaseMMU
NATO itself has a military Met group which lookspersonnel required for military conflicts. We were
at common standards for joint operations, which wenot overstretched. Certainly when there is a major
participate in as an active member. They work hardconflict, like we had with the Iraq war, we are
to identify a common approach to support thosestretched, but we are able to respond. With the Iraq
operations. I think it is fair to say that theMet OYceconflict we had our biggest deployment ever, we had
is called upon significantlymore thanmaybe some of6 teams on location in Iraq, which is twice asmany as
the other NATO countries because we have a betterwe have had before and we were able to service that.
developed deployment capability than most NATO
countries have.Q70 Linda Gilroy: How many forecasters have you Chairman:You have managed to develop a tutorial?got deployed at the moment?

Mr Noyes:At themoment we have people in various
places. We have two forecasters working in Banja Q72 Mr Harvard: Deployment. That was part of
Luka and one in Sarajevo, so that is three in the what was driving my question. We are due to go to
Balkans. We have a team of five forecaster support the States next week and the need for transformation
and engineering staV working in Basra in Iraq, a is an issue which runs across a number of countries.
singleton forecaster in Al Udeid and two support There is a lot of discussion about the issue of
staV working in Kabul in support of the NATO capability or contributions and diVerent things. The
operations. other thing that interested me was what you were

saying about, for example, the Afghan Met service
coming here. Perhaps I can ask the Chief Executive,Q71 Mr Havard: Can I ask a question about the
is that a nice little earner? Is that itself part of it?training part. I noticed that they are helping to try
What happens in relation to that in terms of whatand develop the capability by “training people”, for
value do you get, if you see what I mean, and how isexample in Iraq, so that they get used to a certain

level of service even though they cannot turn them such a contribution valued?
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Mr Hutchinson: It is valuable in terms of building for future years. I think the other big strand of our
relationship with the Foreign OYce and, indeed,international relationships and supporting the

capability across diVerent boundaries. In practice it with the Department for Overseas Development is
the fact that we do support broader internationalhas not been a nice little earner in that we view all

these things either as part of our international policy aims in terms of our relations and our
capability building across national boundaries. Yes,obligation to reconstruct the capabilities in

countries where the infrastructure has been our engagement with Algeria and our engagement
with national Met services is an important part ofdegraded by war and/or disaster, so it is part of our

broader public duty to act in an international aid our role as a public service to support other
government departments own PSA targets andway. We do seek to recover the cost of the training

but we do not historically treat it as a commercial objectives. We do have the capability where we are
increasingly keen to use it to rather than simplyprofit raising opportunity.
respond to natural environmental disasters,
particularly in Africa, to try and predict them and to

Q73 Mr Harvard: No, but you do get relief for it. organise across government a way which anticipates
and prevents rather than simply responds toMr Hutchinson: In some cases because the Met

OYce college runs primarily to train Met OYce environmental disasters in other parts of the globe.
That is an area where I think there should bemore toforecasters, and sometimes these services are run at

a marginal cost. It is very much down to the ability come. Certainly the relationship is very, very strong.
of the country to pay and the circumstances in which Chairman: Thank you. I am conscious of the fact
the need arises; sometimes it is horses for courses. that we have askedDrGriggs virtually no questions.

I would just say that is usually a relief to witnessesMr Noyes: One benefit clearly would be if the UK
Ministry of Defence is engaged in an operation in front of the Select Committee, and it has nothing

whatever to do with a lack of interest in the issue ofsomewhere, probably in the first conflict stage where
things are beginning to settle down a bit, then the climate change, which I thinkmost politicians would

accept was just about the most important issue thatcost of deploying Met OYce personnel to those
locations, if you can substitute skills from the local we face. We are particularly proud of the fact that

the Met OYce is a world leader because of the workcommunity, is reduced, and then it reduces the cost
to Defence, the customer and, indeed, taxpayers. that Dr Griggs does. Instead of asking questions, I

will, if I may, simply give you that plaudit and sayThere is that aspect as well.
that we are here to examine the management of the
Met OYce. We have been extremely grateful today

Q74 Ms Gilroy: I am just trying to understand how for the answers that you have given to our questions
some of this work comes about on the preventative and the help that you have given us in our inquiry. I
side as well. I noticed on page 31 of your Annual was going to say we have no further questions, but
Report that you were talking about the links with Ms Gilroy has one.
Algeria and the work which is being done there to
help them understand the problems of severe
flooding. This clearly gets into the preventative side Q75 Linda Gilroy: We have already mentioned that

we are going to the United States next week, andof things. I wonder if you can tell us a bit about the
links with the Foreign and Commonwealth OYce clearly climate change always provokes a lively

debate with our counterparts in the United States.and how the relationship works there with that sort
of aspect of what the Met OYce is involved in? We will be looking at the ability of our defence

industries to do business with the United States. IsMr Hutchinson: Can I start on that and perhaps
it easy to do business with your counterparts in thehand over to Steve Noyes. It is fair to say that our
United States? Have you found in recent years thatlinks with the Foreign OYce are increasingly strong,
it is at all possible to work closely with them? I haveparticularly in the light of recent events across the
in mind that when I went there in 1998 I waslast 12 months. I think they take two distinct forms.
interested in climate change, then in going to talk toOne is in relation to the services we can oVer the
people I found there was no common ground at allForeign OYce to support UK citizens abroad. The
because they just did not accept it.most candid example of that sort of support would

be the service we provided toUK citizens holidaying Mr Griggs: We have very close relationships with
various levels within the United States. Obviouslyin the Florida region as Hurricane Katrina made its

way towards that part of the States. We were able, we have very strong scientific links with our scientific
colleagues in the research community in the Unitedbecause of our global capability, to track the likely

landfall of the hurricane and predict the impact on States. They have some very interesting climate
research capability in the US. On a morethe people and the infra-structure in the region. We

made that information available to the Consulate governmental level, a good recent example is the
CCSP report which is being produced by the USand to UK citizens. In terms of the quality of

information, it was better quality information, Government to advise itself. We provided three
authors, the only three non-US authors on thatdelivered 24 hours earlier than the Americans gave

to their own people. The Foreign OYce was very report. We are providing advice directly to the US
through the policymaking in that way and obviouslyimpressed by that capability, and we will continue to

support them in this coming hurricane season and also through the Intergovernmental Panel on
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Climate Change, which is the UN body which through its formal assessment report. Of course
those reports are all agreed line by line includingprovides assessments on climate change on a regular

basis. They have a very high profile on all of those those governments and the US.
Chairman: That was the last question. Thank youreports that cover virtually all the chapters of

scientific assessment which is currently going very much indeed.
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Witness: Mr Peter Ewins, former Chief Executive of the Met OYce, gave evidence.

Q76 Chairman:Mr Ewins, thank you very much for international traYc and public broadcasting, is it
appropriate that the MoD should own the Metcoming to give evidence to us. Could you begin by

telling us, very briefly, what your relationship with OYce or should it be expanded out into other
departments?the Met OYce was when you began there, when you

finished there and what you did there, please? Mr Ewins: Personally I do not think it should move
into a diVerent department. I think the MoD hasMr Ewins: Good morning, Chairman. It is good to

see you again. Thank you for the opportunity. I shown over the years that it is the right owner, and,
of course, it has particular needs as a customer andjoined the Met OYce in 1997, I think it was, to

become the Chief Executive, and I was there for those are important to recognise. If you were to
think a little bit more widely and say, “Where elseseven years and retired almost exactly two years ago.
might the Met oYce go?”, that is a diVerent
question—in other words, “Does it need to stayQ77 Chairman: How would you describe the
inside government or does it not?”—but, if you arerelationship between the Met OYce and the
keeping it inside government as a trading fundMinistry of Defence?
agency, I do not think there is a better place to putMr Ewins: The relationship is historic, for a start,
it than leaving it in the Ministry of Defence.but I think the MoD has always been a responsible

owner of the Met OYce. The relationship has been
generally good. However, there are two points I Q80MrCrausby:What are the arguments for taking
would make. One is that sometimes, I believe, there it outside government and what are the advantages?
is confusion between theMoD’s role as owner of the Mr Ewins: I am not sure that I am saying that is what
Met OYce and its role as a principal customer and should happen; I am saying I think there is a case to
those two things can sometimes get confused. The consider whether it ought to happen. It is in the area
second point is that I am not sure that the MoD of things like capital investment, joint ventures with
understands fully the role of the Met OYce other commercial organisations, et cetera, where it
internationally and, therefore, there is a sense in probably would benefit if it were in the private
which perhaps the international dimension is sector, let us say, but there are down sides. The
neglected by MoD, or at least misunderstood, Government, through theMoD, has a responsibility
perhaps is a better way of describing it. to maintain the research programme at the Met

OYce. Were the Met OYce to be privatised, then
that responsibility would probably disappearQ78 Chairman: Can you expand on that a little?
altogether. There are arguments on both sides, and,Mr Ewins: The Chief Executive of the Met OYce is
as far as I would be concerned, at least where I wasnormally appointed as the permanent representative
when I was there two years ago, I would say there isto the World Met Organisation, which is an agency
no convincing argument to move it outside but itof the UN, and as such it is discharging that role on
ought to be kept under continuous review.behalf of the Foreign and Commonwealth OYce, I

guess. That is where the appointment comes from. I
should point out at this point that weather Q81 Chairman: If there is no convincing argument
forecasting is a global business; you need data to for it to be kept outside, is it then inertia that keeps
make a good forecast from everywhere in the world. it within government?
The broker for that data exchange is the World Met Mr Ewins: I think it is partly inertia, but I think there
Organisation, and the UK standing could not be are some quite good reasons. As regards
higher—it is of the highest—but I was never sure meteorology in general, there are about 190
that the MoD fully understood that role and, countries in the World Met Organisation. None of
therefore, gave it quite the prominence and the those countries have met services which have been
support that it probably deserved. privatised. The nearest that you come to it is in New

Zealand, where they are quasi privatised. They are a
wholly owned government commercialQ79 Mr Crausby: I have some more questions on

ownership by theMoD. The traditional reasons why organisation. In dealing with other counties, which
we do all the time, were the Met OYce to bethe Ministry of Defence would have ownership of

the Met OYce are quite understandable, but, given privatised, it would probably scare some of them
away, so there are some potential diYculties in doingthat it is now probably a completely diVerent

organisation in that it provides the kind of services that. Having said that, as I have said, there are
arguments on the other side as well.that you are talking about, not to mention
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Q82 Mr Crausby: As regards the ownership of the Q85 Linda Gilroy: Can I rephrase that then and say:
did the targets during your period measure the rightUS, is it DoD?1

sorts of things, in your view? Was it easy to have aMr Ewins: No, it belongs to their environment side.
dialogue to achieve that?I cannot remember what the full initials stand for,

but it is not on defence, and the reason for that is that Mr Ewins: I think that the targets that we had were
the best that we could have had in the circumstancesdefence has a separate linked organisation in the

States. The National Weather Service, the NWS, and, generally, they were not diYcult to agree with
MoD as owner and they generally enabled us to dowhich is our nearest equivalent, does not formally do

forecasting for the military. That is done by what we believed was the right thing.
maintaining a relationship between them. One other
thing while we are dealing with the military side,

Q86 Linda Gilroy:Can I ask you then, given that thewhen we go to conflicts or wars with our allies, like
MoD, as well as being owner, is the largest singlein Iraq at the moment, the weather forecaster of
customer of the Met OYce, did you discuss with thechoice of all the nations in that area, including the
MoD having a defence-related key performanceAmericans, is to come to the Met OYce for weather
target?forecasts. They are required to make their own
Mr Ewins: I do not recall ever having a debate aboutforecast, but, if they want the best forecast, they
that specifically. I think we need to be a little bitcome to the UKMet OYce, and that is a measure of
careful here. Targets are one way of getting the Metthe standing that the Met OYce has internationally,
OYce, in this example, to do the right thing.and particularly with other military organisations.
Customers are evenmore powerful than targets, andThat may be another reason why we should keep it,
MoD is a customer of the Met OYce and, therefore,for the time being, within the Ministry of Defence.
to some extent, it can use that as leverage to get the
Met OYce to do what it wants it to do. In other
words, I amnot in favour of setting targets where theQ83 Chairman: Surely that is an argument of
normal customer/supplier relationship is itselfquality. Because the Met OYce does very good
suYcient incentive for the Met OYce to improve itswork, that is something of which we should be
performance, for example.proud, rather than a reason why it should be owned

by the Ministry of Defence, is it not?
Mr Ewins: That is partly true. The UK and the US Q87 Linda Gilroy: Were there other ways in which,
are the only two weather forecasting organisations in that customer role, the relationship was set out
worldwide who maintain a global forecasting during the period that you were there that would
capability. They both do that to support their have described the expectations of theMoDas far as
military operations. I think it is likely that other the Met OYce were concerned for their service?
countries would be slightly more reticent in taking Mr Ewins: Let me try and give you an example from
weather forecasts from the Met OYce were it to be memory. It may be slightly in error. You could set an
privatised—other military organisations would be eYciency target for the organisation and, provided
more reticent. I cannot prove that to you; I feel that that was agreed, it would probably be met, at least
is likely to be the position. my view is that it would bemet four years out of five.

As far asMoD as a customer is concerned, the better
way might be to fight out with the Met OYce howQ84 Linda Gilroy: Turning to the role of
much it is prepared to pay for the services that it gets,performance targets and theMet OYce, did you find
and in that debate theMoD, as the customer, wouldthe key performance targets set byMoD to be useful
beat down the price at which the Met OYce oVeredto you as Chief Executive?
to do work and that in itself would cause you toMr Ewins: “Useful” is an interesting way of asking
improve eYciency, unless you went bust. So, thethe question, if I may say so. I think it is right that
very act of having that debate is itself a means oforganisations like the Met oYce should have targets
improving the eYciency of the organisation, and ifto meet. The problem always arises in coming up
there is such a thing as a simple eYciency target, andwith a consistent set of targets which cause the Chief
I do not think there is, then it may not be the bestExecutive and the rest of the organisation to do the
way of achieving what you want to do.right thing, and the danger with some of the targets

is that you become very skilled at meeting targets
without doing what your owner really wants you to Q88 Linda Gilroy:Did that sort of debate take place
do or what you think you should be doing yourself. during your time at the Met OYce?
The problem is, when you have got a bunch of bright Mr Ewins: Yes, it did. In fact, the debate was almost
scientists, and that is what the Met OYce has, they permanently on-going about how much we should
are very adept at working out what they have got to be charging our main government customers. When
do, meet the targets, which is not necessarily what theMet OYce became a trading fund, theMet OYce
you would want them to do as an organisation; so learnt quite quickly how to be a supplier; MoD
my comment is, be very careful when you set targets learnt even more quickly how to be a customer.
that you are not causing the organisation to do the
wrong thing, even though it meets those targets.

Q89 Linda Gilroy: Can you give an example of how
that worked to the benefit of the taxpayer?1 Department of Defence.
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Mr Ewins: Simply by reducing the costs. In Mr Ewins: The area of investment is quite a tricky
one for a trading fund. In the case of MoD it isnegotiations, we had to reduce our prices. To reduce

your prices and stay profitable you have got to cut slightly more tricky, because they are the principal
customer and, in the modern arrangement, they areyour costs and to cut costs leads to benefits for the

taxpayer. also the head oYce’s banker and so it is to them we
turn to borrow money, etcetera. So, there is a
potential conflict of interest, but in my time there itQ90 Chairman: Was that not a rather odd
did not raise its head at all. Whether it has donerelationship with a monopoly supplier and a
since, I cannot answer.monopoly customer?

Mr Ewins: I am not sure it is anomalous.What is the
best way of describing it? I do not think because Q94Mr Hancock:How did you get money from the
there is a monopoly supplier and a monopoly MoD for new investment?
customer that of itself causes there to be a sloppy Mr Ewins:The simple answer to that question is that
relationship. TheMoD has one overriding power as we did not because we did not need to.
a customer, and that is not to have the work done
and not to pay for it. That may seem silly to you, to Q95 Mr Hancock: In the six years you were Chief
say, “Is not all the work it is doing essential?” There Executive you never requested more money for
is always an element in which the customer can say, investment into the operation itself?
“If that is the price, I do not want it.” Mr Ewins: That is correct. To the best of my

knowledge that is correct, because we were able to
Q91 Mr Hancock: But surely you only supply what do it from within our internal resources.
they want you to in the first place?
Mr Ewins: They set out their stall about what, in Q96 Mr Hancock: Where did they come from?general, they would like. We respond by saying, Mr Ewins: First of all, we were quite profitable, and“This is our response to what you would like. This is so profit was the first call for investment.what you will get. This is howmuch it will cost”, and
they say, “That is not quite what we want. We will

Q97 Mr Hancock: So you were overcharging thego back and renegotiate it”, etcetera, and so there is
MoD, were you?quite a strong iterative process, which from the
Mr Ewins: No. The answer is, “No”, to that, in mycustomer’s point of view includes cost reduction and
view. Let me go back one stage. For the first fivefrom the Met OYce point of view as a trading fund
years of the trading fund theMetOYce was requiredincludes trying to ensure that it does not make a loss
to make a return on capital employed but noton any of the work that it does. It is, I have to
required to pay it to the owner. The MoD gave us aconfess, obviously, a slightly false market.
bye each of those five years, and that allowed us to
have the money to invest; and it is that money,Q92 Chairman: In that process you think that the
together with the sale of land associated with thetarget system is of some relevance but not as
move to Exeter (that total package), which gave theimportant as the market system you are describing?
Met OYce suYcient funds for its investmentMr Ewins: I think in certain targets, certain
programme over the time I was Chief Executive. It ismeasures, and I would personally cite eYciency as
not for me to say so, but I do not believe that is theone, I am not persuaded that the target is more
situation now and the Met OYce needs to go toimportant or as important as the customer/supplier
MoD as banker for its investment.relationship, which is designed to do the same thing.

If, on the other hand, you take a diVerent target, like
Q98 Mr Hancock: One final question on thisthe one we call the “numerical weather prediction
investment business, because it is intriguing to seetarget”, that is about the science of what we do, it is
how you could do it. How much do you think,one step back from supplying customers with an
during the time that you were Chief Executive (inimmediate forecast, and to have a target of
those six years), you put back into the business incontinuous improvement in the accuracy of that
new investment?numerical weather prediction capability is probably
Mr Ewins: I would probably have to come back toessential, and so I think you want a mix of targets
you, but I would guess in excess of £100 million.and customer/supplier relationships. The diYculty

arises when you have got both the target and the
customer/supplier relationship trying to be the Q99 Mr Hancock: £100 million?
same measure. Mr Ewins: Yes, probably, over the seven years I was

there. I think that is right. The MoD would know,
or somebody else would remember better than I do.Q93 Mr Hancock: Can I ask a question about how

you could develop a service based on that sort of They have got the records. Looking at total
investment, including the investment on newarrangement where you had to invest money to

improve your ability to get the forecast more and computers, investment on moving to Exeter as well
as in research and development, it would be waymore accurate, and yet your customer was able to

decline the price you were giving. Nobody else was ahead of that £100 million, because the Exeter
venture itself came to more than that. Taking Exetergoing to be putting money your way; so how would

you plan or target new investment into what you out of the equation altogether, it is probably, over
my seven years, of the order of £100 million.wanted to do?
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Q100 Chairman:Was all of this method of financing we are probably still under-invested in science and
technology and supporting things likethe Met OYce’s investment in infrastructure or new

computer systems organised by design in agreement supercomputers.
with the Treasury or did it just come about that way?
Mr Ewins: It was not directly negotiated with the Q104 Mr Crausby: So £100 million is not enough
Treasury. Let me go back one stage. When I took then?
over as Chief Executive it coincided with the Met Mr Ewins: Over six or seven years.
OYce becoming a trading fund. It was very, very
obvious tome, and to others, that theMetOYce had

Q105 Mr Crausby: What sort of money would youbeen grossly under-invested in the preceding decade
estimate that you ought to spend for the sort ofor more. The trading fund gave us the means to
computers that you think they need?recover that position, which is what we did. Most of
Mr Ewins:At themomentmy understanding is therethose decisionsweremade inside theMetOYce; they
is suYcient funding and suYcient borrowing agreedwere subject to discussion with the Ministry of
with MoD to fund a future supercomputerDefence; where necessary they were subject to
programme. I am talking more about the need todiscussion with the Treasury; but the general view
carry on, about the meteorological research andwas, as long as theMet OYce is not coming back for
development programme. The supercomputer is amoney, then we are content that you go through the
necessary piece of equipment to enable you to doright processes but you make your own decisions.
that, but you also need to do the scientific research,So, throughout the seven years I was there, the
and it is there where I think that probably the mostdecisions were very clearly ours and both the senior
tension exists between the MoD and the Met OYcestaV in MoD and ministers made it quite clear, for
about how the United Kingdom as a country wouldexample, that the move to Exeter was a decision that
fund meteorological research and development. Thewould be made by the Met OYce and the Met OYce
MoD took its responsibility to do that quiteBoard and its Chief Executive, not by MoD and not
seriously, but the money to do that was competingby the Treasury.
with the rest of the defence budget. If I may, I would
like to come back to two points about why it is
important to invest in science and technology in theQ101Mr Jones:Are you saying that the £100million
Met OYce. First of all, it was a previouswas separate from the actual buildings and move
Government Chief Scientific Adviser who said thatto Exeter?
meteorology at the Met OYce was a jewel in theMr Ewins: You would have to ask the Met OYce to
crown of British science.What he meant by that wasgive you the formal figures, I guess, but it runs
that there are very few areas of scientific endeavoursomething like this. I believe that the total
where the UK can claim to be the best in the world,investment in moving to Exeter, including staV costs
but meteorology is one of them, and it is largelyfor moving, et cetera, came to £150 million plus and,
through the Met OYce that that is achieved. It isin addition to that, there was all the investment in
important to recognise that. Secondly, if we are tosupercomputers and the research and development
maintain our position as the acknowledged bestprogramme.
weather forecasting organisation in the world, by
which I mean the most accurate, then we also need

Q102Mr Jones:Are you telling the Committee that, to invest and we are probably still under-investing to
basically, the MoD gave you a fund, or allowed you do that. Does it matter to be number one? From a
to accumulate a fund, which you could spend on military point of view, if youwant the edge over your
what you liked and they had no control or any aggressors, you have got to be better than they are at
interest in what you spent £100 million of taxpayers’ what you do, and being better at forecasting than
money on? your adversary is a really important lever. The
Mr Ewins:No, I am certainly not saying they had no second point is that it enables the Met OYce to do
interest. I am saying that they left the final decisions, other things. For example, we and the United States
in general, to theMet OYce. Let me be very clear. As together do all weather forecasting for international
Chief Executive I would be mad to do anything aviation. That brings revenue into theMetOYce but
which upset the MoD too much. it also maintains our credibility as one of the best

organisations in the world.
Q103 Mr Hancock: I should say so, if they gave you
£100 million! I would have been extraordinarily Q106 Mr Hancock: I think it is a fascinating area.

When you said that you had not had to ask theMoDcareful.
Mr Ewins: Chairman, can I go back. I need to put for borrowing, you had not had to ask them to fund

your equipment, when you left the Met OYce whatone or two things straight. An organisation like the
Met OYce needs to invest in technology and science sort of state was it in? Were you still in that position

on the day you left, or had the balance started to turnto at least that level. When I talked about the
investment in Exeter, we need to recognise that that and you were looking for future investment to come

from the MoD or from some other source?was a self-financing exercise, because the land and
other things that we sold in the south-east allowed us Mr Ewins: The balance was changing, primarily

because, on the introduction of the so-calledto move down to the south-west; so there was a net
nil cost to the Exchequer and the taxpayer. As far as Shareholder Executive, the MoD was eVectively

being asked to take its role as owner more seriously,the R&Dprogramme is concerned, it is my view that
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and we had passed the point where we were going to things, it was not guaranteed and it did not work
out, for various reasons which I can elaborate if youget a bye on return on capital employed; so at the

point where I left it was very obvious that for future want me to.
investment theMet OYce would have to go toMoD
as its banker, and I guess that is what has happened. Q112 Mr Jones: We took evidence from Mark
The important thing is that it was not caused by any Hutchinson and one of the points he makes in terms
fall-oV in the performance of the Met OYce, it was of the lessons learnt from weatherXchange—I will
simply a change to the way the game was being read what he said—“The joint venture was to make
played. sure that structures were in place to ensure proper
Chairman: Mr Ewins, that has been absolutely governance. We have put in place . . . a more
fascinating and almost unexpected. Thank you formalised and structured set of control and
very much. governance bodies.” So, you have got to take some

responsibility for the reason why weatherXchange
Q107 Mr Jones: Can I turn to private partnerships failed, have you not?
and commercial activities of the Met OYce and the Mr Ewins: Yes, that is absolutely true, but I would
issue around the weatherXchange. Why did the Met not necessarily agree with his analysis. I would not
OYce get involved in the weatherXchange accept that a thorough analysis was not carried out.
partnership?
Mr Ewins: Part of being a trading fund agency is the

Q113Mr Jones: I used to be in local government andability and the encouragement to go out and sell
one of the big things I always used to be told wasyour wares more widely, to bring an income in, as
about conflict of interests. Clearly in this there wereyou know, which will help to oVset the cost to the
people who were in the Met OYce but also on theExchequer and the taxpayer of what we do, and so
Board of weatherXchange. Do you not think thatthere is the incentive to do it and the encouragement
was very odd in terms of governance?to do it. Joint ventures is one way and at the time
Mr Ewins: No, on the contrary, I think it wasjoint ventureswas somethingwhich theGovernment
essential to give it a chance of working.You have gotwas pushing quite hard, so was the Treasury and so
to remember, this was a joint venture in which thewas the MoD. The opportunity to create
Met OYce was an essential component. It wasweatherXchange came along and it met those
important to me, therefore, that the Met OYce hadcriteria and, after a lot of sucking of our teeth, we
some control over what weatherXchange did, and itdecided to go into that venture.
is not at all unusual, as I understand it, for a joint
venture of that kind to have as the Chairman of its

Q108 Mr Jones: The opportunity came along. How Board, the Chief Executive of the principal investor
were prospective partners identified? Did they come or the principal supplier. It is not unusual, nor, of
to you or did you go to them? course, is it improper.
Mr Ewins:My recollection is that initially they came
to us with a proposition.

Q114Mr Jones: I disagree with you.Where are your
loyalties? Are your loyalties to the Met OYce andQ109 Mr Jones: So there was no other looking for
the taxpayer as the Chief Executive or is it to actuallyanother partner in this; they were the sole people
ensure that weatherXchange, this thing that youwho came forward?
have invented, is actually going to succeed? SurelyMr Ewins: My recollection is that, because they
there are going to be conflicts of interest there?came forward with the proposition, the only way it
Mr Ewins: I am not sure. I will come back to thecould go ahead was with their involvement; but I
point you are making, but what I would say is thatshould make it clear that before we got into that
whenwe startedweatherXchangewhat was good forarrangement we did a fairly thorough investigation
the Met OYce was perceived as being good forto ensure that they were the right people to partner
weatherXchange as well. That is the whole purposeand that the overall project stood a reasonable
of a joint venture; they have aims in common.chance of success.

Q115Mr Jones: Possibly they did when they startedQ110 Mr Jones: But it did not, did it?
oV, but they clearly did not towards the end. WhatMr Ewins: No.
would happen if, for example, something that
weatherXchange wanted to do was counter to theQ111 Mr Jones: How did you gauge, for example,
best interests of the taxpayer, i.e. the Met OYce?that it was going to be both beneficial for you and for
How would you divide yourself down the middle inweatherXchange? What was done in terms of
terms of your loyalties? Which way?ensuring that commercial opportunity was going to
Mr Ewins: There is no doubt in my mind that thebe something which was beneficial to theMet OYce,
weatherXchange oYcers, who were nominated towhich at the end of the day was what was really
become directors of weatherXchange, have theirimportant to yourself as the Chief Executive?
primary loyalty to weatherXchange.Mr Ewins: A proper investment appraisal was done

and a proper business plan was drawn up on behalf
of what would become weatherXchange, so at that Q116 Mr Jones: But they cannot because they are

also wearing the hat, like yourself, of the Chiefstage I was able to say it was a sound investment
based on a sound business plan, but, like all these Executive?
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Mr Ewins: As Directors of the Board, they are Q125 Mr Hancock: What did they actually
physically put into the pot for weatherXchange?required to take the best interests of the organisation

into account. Mr Ewins: My recollection is that at the start they
did not put anything into the pot. I cannot remember
for certain, but I believe that it was not anything toQ117 Mr Jones: But if they are not in the best
start with.interests of your primary employer, the Met OYce,

how can they wear two hats? Did they get two
salaries for this role? Q126MrHancock:You felt that was a good deal for
Mr Ewins: They were unpaid as directors of the Met OYce?
weatherXchange. I think the diVerence between us, Mr Ewins: Yes, because what we were trying to do
if there is a diVerence, is that we went into this as a was to break into a market where there was a clear
joint venture, believing strongly that what we had niche in the market place, but we did not have the
was an expectation in common. There was, by expertise to tap into that market. The folk that we
design, no conflict of interest. I am not sure that had partnered came in with a proposition which
towards the end that conflict— would enable us to do that.

Q118 Chairman: Let Mr Ewins finish. Q127 Mr Hancock: They told you they would give
Mr Ewins: When we went into the joint venture I do you open access to this market?
not believe there was a conflict of interest. Indeed if Mr Ewins: They brought the expertise to that
there were believed to be we would not have gone market.
ahead with it. It may be that when things began to
get diYcult with weatherXchange some of the Q128 Mr Hancock: Why did it fail?
directors of weatherXchange felt a conflict of Mr Ewins:Gosh, that is a diVerent question, if I may
interest. I cannot answer for them. I was not there at say so, and I am not sure I am treading on ground
that stage. I had ceased to be theChief Executive and which I should be treading on, because I had left the
was Chairman of the Board. Met OYce by the time the thing went pear-shaped. I

think I had better stop there and wait for you to ask
Q119 Mr Jones: You set it up though? me some questions.
Mr Ewins: Yes; absolutely.

Q129Mr Jones: I find it remarkable that I can come
Q120 Mr Jones: So you have got to take some along and say to you, “This is a proposition that I
responsibility for its failure, have you not? want the Met OYce to get involved in.” There is no
Mr Ewins: As I have said before, I probably do, but market test for this. You say, “Fine.” You come on
I think that many things have happened since which, board. I give you £1.5 million of taxpayers’ money.
I believe, were a primary cause of the failure of You put the thing into the pot. Are you seriously
weatherXchange. I do not believe the way it was set saying that is how this was actually set up, because to
up was the primary cause of the problem. me that sounds incredibly naive, if not amateurish. If
Mr Jones: What was the reason that it failed? you had done that in local government, frankly, you

would have been shot.
Mr Ewins: I am not sure I have got the right figuresQ121 Mr Hancock: Can I ask one question. You
for this. I am slightly concerned about the way I havekept referring, you mentioned it three times, to the
put this to you, but when weatherXchange wasfact that it was a joint venture.
created it was the intention to bring other funders,Mr Ewins: Yes.
and we did that.

Q122 Mr Hancock: The Met OYce put £1.5 million
Q130 Mr Jones: It is not a joint venture then. I amup front and all of the expertise that you had
sorry, it is basically a wholly-owned company of theavailable. What did the others bring to the table?
Met OYce. We put the money in. It is hardly a jointMr Ewins: They brought the knowledge of the
venture. A joint venture, as I understand it from mymarket place and the credibility to operate in that
experience, is, for example, as in local government,market.
where you put land into a company and then the
company puts developmentmoney in. That is a jointQ123 Mr Hancock: Did they put any money in?
venture, where you are bringing monies together.Mr Ewins: I do not think so.
Here (and it seems to me very naive) we have a
situation where the only person who is taking anyQ124 Mr Hancock: So it was hardly a joint venture,
risk is the taxpayer?was it, because theMet OYce took all the losses, put
Mr Ewins: I can understand what you are saying.all the money up front, put all the money in to get

the thing going; they brought all of their expertise to
Q131 Mr Hancock: The other partners, eVectively,deliver what weatherXchange was going to oVer as
got paid, did they not?a product and they covered all of the losses, wrote oV

Mr Ewins: No.all of the debts that were incurred. It does not seem
to me to be very joint?
Mr Ewins: During the lifetime of weatherXchange Q132 Mr Hancock: Their expertise you paid for; so

it is more than a joint venture. You might as wellthere were other key investors: Billiton, for example,
and Zions Bank. have just hired some advice and you would have got
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it a lot cheaper, and maybe it would have succeeded. Mr Ewins: I can. I think the all-important
relationship between the key players is that the jointIt seems tome that they gave you advice, they did not

do that for free, and yet £1.5 million was spent, plus venture broke down. There was loss of confidence
between the various parties and, as a result of that,nearly another £1 million was lost?

Mr Ewins: We need to separate those two sums out. weatherXchange was unable to raise the finances
that it needed to see it through its initial phases and,There was the start-up funding and there was the

subsequent funding, which was not just from the as a result, it went into liquidation.
Met OYce but from Billiton, Zions Bank, etcetera.

Q142 Mr Jones: That will not do. It is a great civil
Q133 Chairman: When did the subsequent funding servant answer.
get put in? Mr Ewins: It is not meant to be.
Mr Ewins: It was paid in tranches. Billiton came on Mr Jones: It is. I am sorry. We have to ask (1) who
board first and then Zions Bank, and that would the key partners were, (2) why did they breakdown
have paid, I guess, over the past three years, and (3) what was the trust that clearly broke down
something like that. between them? If you were Chairman all this time

you obviously know a lot more than you are willing
Q134 Chairman: That was after you had stopped to tell this Committee today?
being Chief Executive?
Mr Ewins: No, a little bit of it was while I was there

Q143 Chairman: If you ask the questions, Mr Ewinsand the rest was afterwards.
may well give us the answers. Who were the key
partners?Q135MrHancock:What was that money for?What
Mr Ewins:There was theMetOYce, therewas Zionswas that investment for? Just to keep it going? Was
Bank, there was BHP Billiton and Cindy Dawes, Iit already in trouble then?
have forgotten the title of her group.Mr Ewins: It was not in trouble, but it needed

financial support; that is true.

Q144 Chairman: The relationship broke down
Q136 Mr Hancock: You had not found this market between which of those partners?
that they knew about? Mr Ewins:Between theMetOYce andCindyDawes
Mr Ewins: You are taking me now beyond where I and her associates, probably between Zions Bank
was running the Met OYce. It would be then that and the rest, and I will stop there.
they had to make this decision. My understanding is Mr Jones: The Met OYce was you?
that they carried out an investment appraisal before
they put any more money into weatherXchange at

Q145 Mr Hancock: No, he had left.the same time as Zions Bank were being invited to
Mr Ewins: No, at the stage where it broke down Iput money in.
was not the Chief Executive of the Met OYce.

Q137 Chairman: I think it is quite important that we
should not take Mr Ewins beyond his own personal Q146 Mr Jones: But were you the MoD’s
experience. representative on the Board?
Mr Ewins: I was Chairman of weatherXchange Mr Ewins: No.
during the whole period.

Q147 Mr Jones: What were you then?Q138MrHancock: So you have got an involvement.
Mr Ewins: I was Chairman of the Board, elected byWhen did that cease?
all the constituent Directors of the Board.Mr Ewins: We need to be clear. I remained

Chairman of weatherXchange until it went into
receivership. Q148 Mr Jones: Did you get paid for that?

Mr Ewins: I did not get paid as Chairman. I got paid
Q139 Mr Jones: So after you left the Met OYce? expenses and costs.
Mr Ewins: Yes, but I took on that job with the full
support of the Met OYce as one of the joint venture

Q149 Mr Jones: This is intriguing, chairman. Youpeople; so me carrying on was seen by them to be an
left Met OYce as Chief Executive.important aspect of the future of weatherXchange.
Mr Ewins: It was at the request of all the parties that
I was invited to stay on as Chairman of the Board ofQ140 Mr Jones: The obvious question is: why did it
weatherXchange, that is the Met OYce, Cindyfail? I naively thought that you left when you left the
Dawes and associates and Zions Bank. Indeed, IMoD, so it is perfectly good question. Tell us why
would go further than that, I would say that it wasit failed?
seen as an important aspect of the future ofMr Ewins: Why it failed is a story that will take
weatherXchange that I should be in that position.rather longer than we have got this morning.

Mr Hancock: Try us with the abridged version?
Q150 Chairman:Yet, although you had left the Met
OYce, you were being paid as Chairman ofQ141 Chairman: Can you tell us, in headline form,

your view as to why weatherXchange failed? weatherXchange no more than costs and expenses.
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Mr Ewins: Formally I was not paid to be Chairman. Mr Ewins: In the financial institutions in terms of
derivatives, etcetera.I was Chairman, but my expenses in my relationship

with weatherXchange were recoverable, yes. I was
paid a per diem rate.2 Q157 Mr Hancock: So they came fairly thick and

fast, did they?
Mr Ewins:No, they did not come thick and fast. TheQ151 Chairman: Although you had originally been
market place for this kind of work hadmushroomedappointed to weatherXchange as a director and, as
in the States. It had not really taken oV in the UK atChairman, as a representative of the Met OYce,
all, but we believed it would do. The partners, andonce you had left theMet OYce, am I right in saying
this was Cindy Dawes and others, had knowledge ofyouwere no longer a representative of theMetOYce
that market place, and slowly, more slowly than weor of the MoD?
would have liked, the business began to grow, but itMr Ewins:Absolutely. Thatwas an essential feature.
did not grow as fast as we would have liked it to haveTo get the time-line right, before Zions Bank came
done, and that was part of the reason whyinto weatherXchange as a partner, an investment
weatherXchange failed, but only part of the reason.appraisal was carried out by the Met OYce as to

whether it was a sensible thing to do. That
investment appraisal came to an end almost at the Q158 Chairman: Was it the experience of what had
time I left the Met OYce. Because of that, I declined happened in the United States that caused the Met
to make a decision about the future of OYce to go into this partnership in the first place,
weatherXchange, leaving that to my successor. My because you saw an opportunity which was not
understanding is that my successor and his people at being exploited in this country where the best
the Met OYce came to the conclusion that it was a meteorological advice was available?
sound investment, and further investment followed. Mr Ewins: It did not cause us to do it, the cause came
That brought in the Zions Bank investment at the from an approach, but when we did the investment
same time. So when I left the Met OYce and was appraisal, that was a very strong element, the fact
invited to stay on as Chairman in my own right, the that there was a potential market place in the UK
funding for the future of weatherXchange had been and Europe which had not been tapped into.
assured, and that was funding from the Met OYce
and by bringing Zions Bank into the picture. Q159 Mr Jones: The relationship broke down, you

said, between theMet oYce and CindyDawes. Who
at that point was the Met OYce’s representative onQ152 Mr Jones: You were a civil servant, were you
the Board? It was not you, was it?not, when you were in the Met OYce?
Mr Ewins: No, it was not me.Mr Ewins: Absolutely.

Q160 Mr Jones: Who was it then?Q153MrJones:Did you get clearance, when you left
Mr Ewins: Roger Hunt, Paul Hardaker and Phillipthe Met OYce, to go and work basically in a
Mabe.commercial organisation which any senior civil

servant, if they left, would have to do? Did theMoD
Q161 Mr Jones: They were nominees from the Metor Whitehall or somebody in the Civil Service clear
OYce, so the relationship broke down.you for that?
Mr Ewins: I was not a nominee of the Met OYce.Mr Ewins: No. Let me explain. I was not cleared,
MrJones: I appreciate that, I have clarified that. I doand the reason was that it was unclear whether I
find your position very strange personally. Soneeded to be or not, and this was not established
relationships broke down. What was the reason foruntil weatherXchange was in decline that that
the relationship between the Met OYce and Cindydecision was made. The reason for that was that I
Dawes breaking down? What was the thing thatwas invited to stay on by the Met OYce, as well as
broke that relationship?others, and it was seen to be a continuation of the job

I had already held and not a new appointment.
Q162 Chairman: Do you have personal knowledge
of this?Q154 Mr Hancock: When it was set up, you said
Mr Ewins: Only in my role as Chairman ofearlier that the expertise that the others brought was
weatherXchange but not as an employee of thetheir knowledge of the market place?
Met OYce.Mr Ewins: Yes.
Chairman: But in your role as Chairman of
weatherXchange?Q155 Mr Hancock: How did that manifest itself in
Mr Jones: But he was Chairman of the Board.the early days then?

Mr Ewins: Because that was the way by which the
Q163 Chairman: In your role as Chairman of thebusiness came into weatherXchange.
Board, do you have a view as to why those
relationships broke down?Q156 Mr Hancock: But where were the main
Mr Ewins: I do have a view as to why it broke down.customers for your operation?
In order for that joint venture to work it required all
the players to want it to succeed and to want to co-2 Note by Witness: The per diem rate was £350 when working
operate and that is what they had been doing. Afteron behalf of weatherXchange, which included chairing

Board Meetings. I left the Met OYce there was, in my view, not the
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champion of that relationship that was so necessary its ownwhen perhaps it should have gone in through
weatherXchange, or would have been better advisedto its success. At the same time—and I need to be

very careful here how I express it—my successor did or had a requirement to do so, and bit by bit the
relationship broke down.not give it the kind of support that I believe was

necessary for it to succeed.
Q169 Mr Hancock: It is not surprising that it broke
down, is it, when you portray it the way you have? IfQ164 Mr Jones: Can I put another scenario to you

which is this: the reason why the relationship broke I had been one of the other three partners, surely
when this was set up as a joint venture one of thedown was the fact that the Met OYce realised how

lucrative this venture was and was selling things that you had to agree with the Met OYce,
who was the only supplier of the information, wasinformation directly to the market rather than going

through weatherXchange? that this would only come through
weatherXchange? Was there that arrangement inMr Ewins: You have pre-empted by about 10

seconds what I was going to go on to say. place when this was set up, that the Met OYce,
which was putting money into a joint venture in
which they would be the major player, signed anQ165 Mr Jones: Is that true?
agreement with the other partners to say, “We willMr Ewins: I believe, yes, it was true.
only supply this information for thismarket throughMr Hancock: But did you not have an agreement—
this medium”?Chairman: Hold on.
Mr Ewins: I believe that there was an agreement and
that agreement was broken.Q166 Mr Jones: I need to clarify this. So the Met

OYce was in the joint venture. Surely if the Met
Q170 Mr Hancock: Then in your position asOYce was selling its own information into this
Chairman, what is your recollection of the actionslucrative market, it was at the same time
you took when you became aware that the Metundermining this joint venture that it was also
OYce were not honouring something they hadinvolved in?
signed up to when youwere in charge of it so that theMr Ewins: I could not have put it better myself.
information that was being sold in the marketplace
was going directly rather than throughQ167 Mr Lancaster: You may have hinted at the
weatherXchange? There seems to me a specific roleanswer but I am intrigued. Given that you were not
for you as Chairman of the Board of a companybeing paid in your role as Chairman, what was your
which had public money put into it which goes downmotivation for taking on the role?
the tubes where the public purse bows out and writesMr Ewins: Because I believed very strongly in what
oV the debt. You must have been making seriousthe joint venture was trying to achieve. I believed
representations to your former colleagues at theMetthat it would be lucrative to the Met OYce and of
OYce and if not them to the MoD.great benefit to people who wanted to protect
Mr Ewins: I will answer that question but can I justthemselves from the vagaries of the weather. It
go back one stage. The agreement to which we haveseemed tome to be something thatwas exactlywhere
referred was the agreement that was made after I leftthe Met OYce was going and I was very keen to be
the Met OYce because when Zions Bank came onpart of it.
board the arrangements were reagreed or
renegotiated.Q168 Linda Gilroy: I would be interested to try and Mr Hancock: So when you first set this up, let us gounbundle what you mean by “co-operate” and the back so we are absolutely straight—comparative lack of co-operation and whether what Chairman: I want to move on.that entailed was, in fact, a requirement to recover

the full cost of any staV time and resources which
Q171MrHancock:—when this was set upwas therecame from theMetOYce for the commercial activity
an agreement that the Met OYce would only supplyof weatherXchange. To put that more simply, did
information to the specific market through thisthe focus of the breakdown in the relationship rotate
organisation?around a requirement for there to be cost recovery
Mr Ewins: Yes.of any resources which the Met OYce put into the

commercial activity?
Q172 Mr Hancock: And when it was renegotiatedMr Ewins: I believe that that was a side issue. I
was that same stipulation in the agreement with thebelieve the main issue surrounding the demise of
partners?weatherXchange was the one put byMr Jones. After
Mr Ewins: I believe the answer is yes to that.I left the Met OYce, my view as Chairman was that

my successor and others at the Met OYce were keen
to use weatherXchange as a means of getting to the Q173 Mr Hancock: What did you do as Chairman

when you realised that they were reneging on thatmarketplace and to do it even more widely than the
original concept of weatherXchange. Within agreed commitment?

Mr Ewins: I did the best I could to ensure that thatmonths that was no longer the situation and I
believe—and this is my view when I was Chairman was honoured by the Met OYce and more

particularly I used my skills, such as they are, to tryof weatherXchange, looking inwards at the
organisation—that theMetOYce did indeed start to and get the two parties back together again, but it

did not work out that way.plough its own furrow, to go into themarketplace on
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Chairman: I want now to move on. from this experience and my guess is that they will
move on. I think it would be very unfortunate indeed
that because we tried one joint venture and it failedQ174 Mr Hancock: I think it gets murkier as it goes
that the conclusion was that all joint ventures willon unfortunately, Chairman. Do you think the
fail so let us not do any of them.ClayBrendish, whenexperience then of the weatherXchange set-up and
he was Chairman of the Met OYce Board, himselfthe way in which the Met OYce has carried on since
made the point that we should not be judging this bythen will make them cautious about exploiting other
this one-oV experience. If we did that then nobodycommercial opportunities?
would invest in anything at all. It is unfortunate thatMr Ewins: I think it might do but it would be very
this failed. It would have been equally wrong had itunfortunate if it did because the basic concept of
succeeded to draw the conclusion that we should doweatherXchange, what it was trying to do, how it
lots of them, because they might fail.was trying to do it was probably the right model.

There were clearly errors that we made, with
hindsight, but Iwould hope very strongly that it does Q178 Chairman: You say you hope and you believe

that the Met OYce will move on and do more. Younot stop.
are not aware of any other joint ventures being
undertaken by the Met OYce, are you?Q175 Mr Hancock: Would you not think that the
Mr Ewins: No, I am not.Met OYce would not only have a problem with the

psyche of doing that but would also have a problem
in getting partners, having signed up with one lot of Q179 Chairman: So wherein lies your belief?

Mr Ewins: My belief is that they should bepartners and then stabbed them in the back by going
down another line? encouraged to do this, to go into further ventures,

and not to take the diYcult experience ofMr Ewins: Again my answer to you is, yes, I agree
with you. weatherXchange as being necessarily the way that it

will turn out. I really do think that if a trading fundMr Hancock: If it is public knowledge that if these
were the actions of theMetOYce, that they were not means anything at all it means going out and getting

commercial business and doing that in a number ofto be trusted, and that if you signed a deal with them
that they might go oV and sell it elsewhere once they diVerent ways and a joint venture is one of the good

ways of doing it. I would be very sorry myself if theknew they could?
Chairman: I think you are characterising what Mr Met OYce’s conclusion from weatherXchange was

that they should stop doing it. I hope that they doEwins has not personally said.
Mr Jones: I think he has. not lose confidence and they do not lose courage and

that they do form more joint ventures.
Q176 Mr Hancock: I am asking for his opinion as
Chairman of the Board of the company which had Q180 Mr Jones: To me it seems pretty fundamental

if you go for a joint venture and you set a businessan agreement which said they were going to be the
sole distributors of the information and then theMet up, what you do not do then is set up a competitor,

which sounds exactly what theMet OYce did in thisOYce go and sell it on their own accord to the same
clients that this company was set up to go after. I am case. I accept you have moved on and you were not

there but £1.5 million of taxpayers’ money was putasking him does he think from his experience and
knowledge that the wider marketplace might not be into this joint venture. At the same time, clearlyMet

OYce civil servants or the people who were nowas trustful this time of the Met OYce?
Mr Ewins: I am agreeing with you absolutely but I making the decisions were actually pulling the rug

from under this company. Did they ever feel, as Iam saying one other thing. That was not the sole
cause of the problems with weatherXchange. It may said earlier on, that there was a conflict of interest

between on the one hand representing theMet OYcehave been the primary cause or one of the causes. I
agree with your analysis and I agree with your and on the other hand being on the Board and being

the representatives not just of theMetOYce but alsoconclusion but it is not the only cause of problems in
weatherXchange. the investment of the £1.5 million?

Mr Ewins: My recollection at the time is that MoD
was not particularly keen on joint ventures not as aQ177 Mr Hancock: My final question might be a
matter of principle but more generally. Theylittle diYcult for you to answer because I myself had
expressed that to me at the various Met OYceproblems with it. It was going to be: do you think
Owner’s Board meetings that I attended. As thesethat the Met OYce has to be more entrepreneurial?
Board meetings they would quiz me quite deeplyI would suggest if they wanted to they might find it
about weatherXchange. The external members ofdiYcult. They are more like car dealers and maybe
that Board were very pro; the MoD oYcials ratherthat is disrespectful to car dealers in the way they
less so.have acted.

Mr Ewins: I think it might be slightly naughty with
regard to the Met OYce. I hope it does not put the Q181 Mr Jones: So they were quite happy to kill oV

this company and write oV £1.5 million of publicMet OYce oV forming these relationships because I
believe that they are a proper, legitimate and good money?

Mr Ewins: I do not think they would ever be happyway of exploiting the commercial business which the
Met OYce is encouraged to do as a trading fund. I to write oV £1.5 million but they might have been

slightly happier about the outcome. Could I justhope and I believe that the Met OYce has learned
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make one point about the £1.5 million. It is when we were looking at the design of the building
important to recognise that our truly commercial in Exeter, we deliberately had as part of that design
business, that is the bit that was non-government the ability to add a fifth oYce block to the four that
and competed, was about £20 million a year. Very exist. It is part of the design. That would increase the
much more than that was competed but competed accommodation by 25%. That is not very far away
inside government if you will. The bit that was from the amount that youwould need in total for the
competed in the private sector outside government two combined organisations. There would be terrific
was in excess of £20 million. In a typical year that scope for putting theHydrographic OYce on the site
would oVset the cost to the taxpayer by about £4.5 at Exeter. Once you do that I think you start to
million. If you judge that over seven years and then dissolve the objections to a full merger. Scientists
look at the £1.5 million, whilst it is very unfortunate will always claim to you that the thing they are doing
and nobody wants to do that, it is not a disaster— is slightly diVerent from the thing that somebody

else is doing. Put them into the same oYce to work
Q182 Mr Jones: Well— together and threaten them both with their future
Mr Ewins: The taxpayer is still coming oV better as and they suddenly find a way of working together
a result of the commercial work that we are doing. muchmore eYciently andmuchmore eVectively and
The point I am making is that if you take the that is what they should do.
experience of the joint venture and say on that basis Chairman:Moving on to the management generally
the Met OYce should cease to do its truly of the Met OYce, Kevan Jones?
commercial work, then the taxpayer is going to lose
to the tune of £4.5 million a year or more.

Q186 Mr Jones: Can I ask your opinion in terms ofQ183Mr Jones: I am not saying that but I also think
the current Chief Executive post which has now beenif you are going to put investment like that in, what
downgraded, as we understand from evidence weyou do not then do is try and pull the rug from under
have taken, from a three-star level to a two-star, andthe company once you have set it up, which I think
the fact that they are going to look to recruit a Chiefis bizarre.
Executive who is—and they use the term—worldMr Ewins: And I agree with you.
class or a world leader; do you think that is going to
be inhibited by the downgrading of the role?Q184 Chairman: Let us move on to a completely
Mr Ewins: Yes I do.diVerent issue, namely the Met OYce and the

Hydrographic OYce. The Chief Executive of the
MetOYce told us that those two oYces were looking
at making savings by sharing accommodation and Q187 Mr Jones: Would you like to expand on that?
corporate functions. Do you think there is a case for Mr Ewins: I think certainly internationally and to
going beyond that and merging the two some extent in dealing with the MoD, it is necessary
organisations completely? for the Chief Executive not just to have the title but
Mr Ewins: It is only a personal view, it is not a view to be seen to have this wretched phrase “grade
that I have as an ex-Chief Executive. I would say, equivalence” with the people with whom he doesyes, there is a case for merging the two organisations business. If we want to be successful in ourcompletely.

relationship, particularly with the United States,
then it is not sensible to downgrade the post of Chief

Q185 Chairman:What would be the advantages and Executive to two star from three star. When I was
disadvantages and do you think that one would Chief Executive my entrée into the States, what
outweigh the other? determined the level at which I interacted with the
Mr Ewins: I think that the kinds of work that the two States was determined by my grade, not by who wasorganisations do scientifically are quite close or running what. As a three-star oYcer I was able tocomplementary. Certainly the support services that

negotiate, talk and discuss with the Head of NOAA.they need would be shared better. The downside
You downgrade that and discussions will take placemight be that they do not have quite the same
with only theHead of the NationalWeather Service,perspective of the customer and that might be
which will rule out things like climate change, etdiYcult. So far as I am aware, the Hydrographic
cetera, et cetera, so I think it is a bad move.OYce is going through a substantial period of
Internally toMoD it is less important, but it does notchange as the technology changes and moves away
take oYcers long before they start to realise you havefrom maps to digitisation, et cetera. It does seem to
been downgraded and they do treat one diVerently.me in principle that there is a pretty good fit in terms
The last point I would make is that in operating inof the science and the technology, which indicates to
the international arena, particularly in the Worldme that they could be closer together than simply
Met Organisation, whilst it is undoubtedly true thatbeing collocated. If you ask me on balance what my
the principal reason the Met OYce gets a goodview is, I would say it is in favour of merging the two
hearing is because of the quality of what it does,together in the longer term. That would have to
people are also conscious of the level at which theemerge. I do not think you could make that decision
Chief Executive has been appointed. All those thingsnow. I think you would have to get them working
add up and it saddens me that the post has beenmore closely together and maybe collocated

geographically. I just need to mention to you that downgraded.
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Q188 Mr Jones:Do you think it is part of a broader Q193 Linda Gilroy: I am sorry a reduction of 500, it
was 1,000 people who moved but what were the jobschange inmanagement? Reference has beenmade to
that did not transfer?the MoD taking more hands-on control of the Met
Mr Ewins: There were a number of things going onOYce. Do you think this is part of this process that
at the same time as themove toExeter. Therewas theby downgrading the Chief Executive, that the
rationalisation of the forecasting operation. Theremandarins along the way in the main building at
would be the greater eYciency of the new building inWhitehall will be able to have more direct control of
terms of support staV, et cetera. When we took thewhat happens in the Met OYce?
decision to move to Exeter we believed that it wasMr Ewins: It would be tempting to suggest so but I
only necessary to take some 80% of the workforcedoubt it. I do not think that would be a concern I
with us. In the event, we took rather more than that,would have. The concerns I have would be more the
which was not a diYculty, but we used theones I have outlined than that issue.
opportunity of moving geographically to rationalise
much of the way the support services in particular
had been done and to some extent the forecasting

Q189 Chairman: Why do you think it is being done operation.
then?
Mr Ewins: In all honesty, I do not know why it is Q194 Linda Gilroy: So was it predominantly in the
being done because if the claim is correct that it will support staV that the reductions were made? What
have no bearing on the salary that is oVered, the sort of proportion would you say of the 500 would
question is why do it. I genuinely cannot answer have been support staV?
your question because I do not know the answer and Mr Ewins: I am not sure I quite recall the figure of
I am not really happy to speculate. 500.

Q195 Linda Gilroy: Around 500.
Mr Ewins: I think 500 would have been the numberQ190Mr Jones: In terms of recruiting people to this
we were reducing by over a period of three or fourfield and the future Chief Executive, will that deter
years not just at the point of moving to Exeter.some people from applying for it on an

international stage?
Mr Ewins: Those people who understand the Q196 Linda Gilroy: But that would have been
grading structure and how it operates in the MoD predominantly support staV?
and what doors it opens and what doors it closes, et Mr Ewins: No, that would have been a mixture of
cetera, will be put oV by it. Others will not know any support staV and rationalisation of the forecasting

process.diVerent and will not be.

Q197 Linda Gilroy:Right, so the forecasting process
would have been a significant element?Q191Chairman:But the implication of what you are
Mr Ewins: Yes, but I would not like to make asaying is that the entrée to various people
conjecture as to what the proportions were.particularly in the United States is provided, at least

partly, by the grading as opposed wholly by the
Q198 Linda Gilroy: But it was significant; it was notquality of the service that the Met OYce provides to
just 5%?the world?
Mr Ewins: Yes it was and of course in moving toMr Ewins:What gets you into the organisation is the
Exeter and rationalising, it gave the opportunity toquality of what you do. The level at which you hold
rationalise those parts which were not moving tothe discussions is determined by the grade that you
Exeter. I can elaborate on that if you would like mego in at. In order to have a proper relationship with
to. Broadly speaking, what we are saying is havingthe United States, which is a key element not just for
got the Exeter operation we were able to save theweather forecasting but the current push on climate
staV eVort in the outstations or the regional centres.change, et cetera, I believe it is, in my view, a pity

that we have lost the three-star interaction.
Q199 Linda Gilroy: Can you describe how that is?Chairman: On a general point, Mr Ewins, I would
Mr Ewins: This is quite a tricky issue. I am not alike to thank you for the clarity of the answers that
meteorologist so I need to be a bit careful about howyou are giving us. I think when we pose questions
I express this. It seems to me that we have reachedyou try to answer specifically the questions that we
the point with the technology where it is notask you and I am grateful for that because it is
necessary to be in the location that you are makingextremely helpful. Now the issue of the move to
the forecast for in order to make a good forecast.Exeter, you have already covered a bit but Linda
The public’s perception is that you do need to doGilroy would like to ask a question.
that. It is rather like closing the local hospital. People
think that a local hospital is going to be more
eYcient than a big one 10 miles away. The same is

Q192 Linda Gilroy: The move from Bracknell to true for forecasting. You can forecast from Exeter
Exeter involved around 500 posts at the Met OYce. for anywhere in the world nowwith a good accuracy
What sort of posts were they? but the public perception is “if I want a forecast for

Birmingham I need to know that forecast came fromMr Ewins: It was nearer 1,000.
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Birmingham so there has to be a regional weather Q204 Linda Gilroy: The benefits of teamwork?
centre in Birmingham.” We moved to Exeter and Mr Ewins: Yes, absolutely.
subsequently the decision has been made, as I
understand it, to rationalise that further.

Q205 Linda Gilroy: What about recruitment? WasIncreasingly the operation is being sucked into
there a need to do much local recruitmentExeter, so although the numbers are not falling at
immediately?Exeter as fast as you might have expected, they are
Mr Ewins: There was a need to make somefalling overall in the Met OYce and that was the
recruitment of the non-mobile staV, the people whoplan. So it is working, but what needs managing is
did not have to leave Bracknell who were thereforethe customers’ perception of the forecast.
made redundant, but there was not a great deal
necessary for us at the beginning.My understandingQ200 Linda Gilroy: So one of the expected benefits
is that a substantial amount of resources are pumpedof the move from Bracknell has been greater
into the local economy in Exeter. Others will tell youproductivity from that sort of move?
what the figure is, but it is quite substantial.Mr Ewins: Yes.

Q206 Linda Gilroy: But in terms of recruitment itQ201 Linda Gilroy: Were there other expected
was no easier to recruit in Exeter?benefits and are those being delivered in the way that

you expected? Mr Ewins: Yes, it was easier to do two things. One
Mr Ewins: I cannot answer for the delivery because was to recruit support staV, in particular. The other
that is after my time. You must ask others that was to get scientific staV who had been working in
question but— the regional centres to come to what they called

headquarters. A headquarters in Exeter is much
more attractive than a headquarters in Bracknell,Q202 Linda Gilroy: But over the period of your
both environmentally and in terms of housing costs.transition?

Mr Ewins: For example, the building in Exeter, I
forget what the rating is, is what I would call a five- Q207 Chairman:A final question unless I am provedstar building with regard to its eYciency, its wrong: we have received the impression from manyfriendliness with the environment, et cetera, et

sources, and I think you have confirmed this today,cetera. I’ll give you two examples. There is a
that the Met OYce is essentially the meteorologicalcombined heat and power unit installed at Exeter
advice oYce of choice of the rest of the world and anwhich provides the baseloading for the electricity
organisation of true distinction where we lead thesupply and that enables us to save about 25% of the
world.What is it, do you think, that has given rise tocost of electricity simply by feeding back the heat
this degree of excellence?that is generated, et cetera, et cetera. Another
Mr Ewins: I think it goes back quite a long way toillustration would be that my recollection is that
past Directors General and Chief Executives of thewater, which is an important issue right now, is
Met OYce. Sir John Mason, when he was there,reused four times over before it leaves the Met
made a real push to improve the quality of theOYce. It goes from drinking water to something
scientific staV who were being recruited into the thenrather less savoury before it is purified and
Met OYce, and his successors up to my time anddischarged into a local stream. So it is a five-star
includingme have built on that. So it has come aboutbuilding in terms of its friendliness with the
partly by hard graft of people who are utterlyenvironment, in terms of its eYciency, et cetera, and
dedicated to the subject to want the best for thethose are huge benefits. There is, for example, no air-
UnitedKingdom. I think the second point is that theconditioning in the site at Exeter except in the
MoD has been a good friend of the Met OYce incomputer hall, it is all free convection, so there are
terms of supporting its scientific researchhuge savings to be made in operation. The number

of staV responsible for supporting the area is also programme; perhaps surprisingly so because there is
reduced. not a great deal of money about for research and

development any more. I think the MoD remains a
good friend of the Met OYce for doing that. Then IQ203 Linda Gilroy: And in terms of staYng, was
think the third thing is that it is essentially a scientificthere an expectation that the collocation would
organisation—and I need to be careful how I sayimprove the working relationship? In the time that
this—run by scientists. I do not mean that they areyou were there was there an immediate gain in terms
the finance director or they are the human resourcesof staV morale? How was morale aVected by this?
director. What I mean is that the scientists areMr Ewins: I think there was an immediate benefit
encouraged strongly to do good research and to doand I think that benefit has been built on and
good science. Let me give you the obvious example.maintained. Again, I will give you one illustration. It
The Hadleigh Centre, which is part of the Metwas remarkably satisfying to me in my last month
OYce, was created some 12 years ago now and bythere to see groups of scientists who hardly knew one
sheer encouragement and financial resources it hasanother sitting down and discussing work over a cup
put itself into the position where it is the authorityof coVee in the so-called “street” area. Those are the
on climate change internationally. If you do a studybenefits that are very hard to measure but they are

tangible. of all the references to climate change which are
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published, the Met OYce is cited on more than 50% them. I think the UK is remarkably lucky to have an
organisation like the Met OYce which is still aof the occasions. That is not by accident; that is

because it is being led and managed by people who world-class player.
are dedicated, they are supported by the government
and their customers. As long as that goes on, theMet Q208 Chairman: Mr Ewins, thank you very much

indeed for your evidence this morning. It has beenOYce will remain a jewel in the crown of British
science. However, it needs continuous attention and fascinating and extremely helpful and also I thinkwe

have enjoyed hearing from you.continuous nurturing. These things are easy to lose
and when you have lost them you do not recover Mr Ewins: Thank you very much.
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Mr James Arbuthnot, in the Chair

Mr Colin Breed Mr Dai Havard
Mr David Crausby Mr Kevan Jones
Linda Gilroy Mr Mark Lancaster
Mr David Hamilton

Witnesses: Mr TomWatsonMP, Parliamentary Under Secretary of State,Mr Ian Andrews, 2nd Permanent
Under Secretary, Ministry of Defence, and Mr Mark Hutchinson, Chief Executive, Met OYce, gave
evidence.

Q209 Chairman: Minister, good morning. Thank would hope that in the course of this Inquiry you do
not lose sight of the underlying fact that so muchyou verymuch for coming to give evidence to us on a

Wednesday morning. We knowMrHutchinson and about the Met oYce itself is about people, that it is
a positive and successful organisation, and weMr Andrews, but I wonder if you could introduce

yourselves, nevertheless, for the record. Then I should be celebrating that.
understand you would like to make an opening
statement, which we do not usually allow but, given Q210 Chairman: Thank you. That is a helpful
that you have only recently come to your post and opening remark and I would be surprised if we
given that you would like to set the context for disagreed with any of it.
today, a very brief one will be permissible. Mr Watson: A good start then!
Mr Watson: That is very kind of you, Chairman. If
I could introduce myself, I am obviously the new

Q211 Chairman: Can I start by saying that theUnder-Secretary and Minister for Veterans. I will
Ministry of Defence is the main customer of theMetallow my colleagues to introduce themselves.
OYce but is there still a case for theMet OYce beingMr Andrews: I am Ian Andrews, I am the 2nd
owned by the Ministry of Defence, given the workPermanent Secretary of the Ministry of Defence.
that is done both for other government departmentsMr Hutchinson: Mark Hutchinson, I am the Chief
and for the private sector?Executive of the Met OYce.
Mr Watson: I am tempted to say that we are theMr Watson: Chairman, thank you for allowing me
owners of the Met because John Reid did not wantto do a very brief statement, and it will be brief—I
to take them with him to the Home OYce. There isknow Committees can, occasionally, tire when
a rationale, I think, that we are the biggestMinisters drag on in their opening remarks. I just
departmental customer, and we take thosewanted to say Iwas immensely proudwhen I realised
ownership responsibilities very seriously. The kindI inherited the Met OYce in my portfolio. You can
of information they give is important to allalso imagine how delighted I was to realise that your
departments, but particularly important to theMoDCommittee is undertaking a major inquiry into the
where they really do give us a battle-winning edge inMet OYce, and I was giving evidence twoweeks into
theatre. I think they need a large department like themy new position. It is not every job in Government
MoD to be able to provide the support andwhere you get an organisation that is not only a
investment that their future size needs, so whilst,household brand it is also an internationally
with their current structure, they fit very nicely withregarded scientific centre of excellence and has a
theMoDand I see no need for us tomove away fromcrucial role at the heart of Government and in our
that, I do not know whether Ian would like to oVermilitary operations. I want to say I have already got
some observations.some news from the Inquiry, and I want to send a
Mr Andrews: Just, really, to reinforce the Minister’ssignal out to you that I welcome it and I will be
point. The MoD has a very strong business interestlooking at the conclusions very, very closely, and if
in the output of the Met OYce, it does provide thatI can act on them I will do as best I can. I think what
potentially battle-winning edge in future conflictI have really found in this organisation is that the
scenarios, and we depend very heavily on its outputbasics are there: it is a very impressive operation;
and, indeed, in the longer term, with the impact ofthey have got world-class science, science that
climate change, that becomes a more and morebenefits a large range of customers, both
significant consideration. I think, also, the sheer sizeGovernment and commercial, and they have got a
of the MoD’s budget gives the OYce financialpowerful commitment to bettering the lives of
security. If it is to be owned in Government there is,ordinary people. I also see evidence that after a
in our judgment, no more appropriate departmentslightly turbulent period of governance they have
than the MoD to own it.introduced reforms that meant that last year they

had record success in both business and,
importantly, in the front-end stuV—the forecasting. Q212 Chairman: “If it is to be owned by the
They have had some problems and shortcomings but Government”. Do you see that there might be any

advantages to theMet OYce not being owned by theI personally think they are in good shape, and I
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Government or by the Ministry of Defence? You Mr Andrews: What we are doing as part of this
process is actually (as I say, this is not just confinedhave talked of the risks of loss of that big budget, but

would there be any advantages as well? to the Met OYce; we are looking across all of our
trading funds) to look at whether the currentMr Watson: Let me say you will be aware there is

currently an internal review going on about the way structures do actually provide full value in defence
terms, in terms of delivering both to the public andthe organisation is structured, and that is not ruling

anything in or ruling anything out. What I think I to other government departments, looking at
whether we have got the right processes in place toshould say is that if we are to move to a diVerent

form of ownership, there has to be a compelling case lever back value into the taxpayer from the
commercial market. The aim of this is not, as I say,put, and that is why although I have not seen the

review I would be considering that review shortly. to reach definitive conclusions but to be in a position
to advise Ministers on whether we believe there areUntil there is a strong case that we move away from

the system we have got now I do not want to set any alternative business models that are worth studying
in more detail. Therefore, if as a result of thathares running.
preliminary exercise the conclusion that Ministers
took was that we should go and look at alternatives

Q213 Mr Havard: Can I ask you a question, to trading fund, then clearly that would become a
Chairman? Do we have the terms of reference for formal exercise.
that—or is that justmy stupidity? I do not remember
knowing that there was such a review being

Q218Mr Jones: So those three points are your termsundertaken and, if so, what the terms of reference
of reference.are.
Mr Andrews: Those would be the emerging issuesMr Watson: I have not got them with me but, Mr
that we would want to put toMinisters with terms ofHavard, we can send them into theCommittee if that
reference, if we decided so to advise them.is helpful.1

Q219 Chairman: Which organisations are you
Q214 Chairman: That would be helpful. applying these questions to?
Mr Andrews: If I can help to clarify that, Mr Mr Andrews: These are for each of our trading
Chairman, what we are doing at the moment, in the funds, with the exception of the Defence Aviation
context of preparations for the Comprehensive and Repair Agency, DARA.
Spending Review, is looking at the structure of all of
our trading funds. This is, in a sense, a preliminary Q220 Mr Jones: Why has that been excluded?
evaluation of whether there should be a formal Mr Andrews: There are other issues associated with
exercise. So there are no, I think, formal terms of the future of DARA which mean that, I suspect, it
reference, as such. If we were to conclude this is does not come into the frame.
something, and Ministers decide they want it, to be
further explored, then we would have those formal

Q221 Mr Jones: I am sorry, I do not understandterms of reference.
that.
Mr Andrews: There are issues around DARA in
terms of the transformation of our logistic supportQ215 Mr Jones: How do you start reviewing that
arrangements, and there is a questionmark, and thatwithout terms of reference? I am sorry, Chairman, I
is subject to formal study (on which we have beendo not understand that. I might be a bit thick, but
very open, I think, with the Committee in that andeither it is a review or it is not a review.
other contexts), which may call into question theMr Andrews: The question we are asking ourselves
future of that. The purpose of this session, as Iis, looking at the current structure, should we be
understand it, is not to inquire into DARA. I amlooking at a formal review? If Ministers decide that
very happy to provide a note, if that is what thethat is what they want to do then there would be
Chairman would like.formal terms of reference.

Chairman: What is the timescale of that?
Mr Jones: No, Chairman, I am sorry, this is Q222 Chairman: It would be helpful if we could have
nonsense. What— a note about this entire process2 because although

the purpose of this exercise is to look into the Met
OYce, when an issue like the examination of all ofQ216 Chairman:Mr Andrews, what is the timescale
your trading funds except for one arises during theof when you would be deciding whether there should
evidence that you give us, I think it is relevant for usbe a formal review?
to pursue it, not least if we have already been takingMr Andrews: I would expect that we would be
evidence about the future of Fast Jet repair.putting advice to Ministers before the summer.
MrHavard: That is exactly the point. We do need to
knowbecause during our previous discussions about
DARA—I will not go into the details of it—theQ217 Mr Jones: What are the questions you are

asking yourselves? If there are not terms of reference status of the agencies changes partway through the
exercise. We did not understand how that camewhat questions are you asking to decide whether you

should have a review? about, why it came about, and a lot of other people

1 See Ev 59 2 See Ev 59
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did not understand it. If there is this review, maybe the current status of a trading fund agency remains
appropriate for the next five years. So I do not thinknot now, but we are going to have to find some time

to look. This is a very big issue, it is bigger than just there is any sense of a change in direction. We are
quite properly asking ourselves whether indeed thetheMet OYce, quite clearly. If there is such a review

going on we need to deal with that, either separately way we are going is right. There is no suggestion that
we believe it is not or that it needs to change, but itas part of our procurement discussions, or

something else, but we have definitely got to deal is right that we should ask that question.
with it.

Q226 Linda Gilroy: The turnover of the Met OYce
was £165,580,000 in 2004/05 and the year before itQ223 Chairman: Could you let us have a note, Mr

Andrews? was £160 million. The proportion of that accounted
for from defence work represents 37.3% in 2003-04Mr Andrews: I am very happy to get that

information.3 and it has increased to 47% in 2004-05. Is the Met
OYce too reliant on income from defence work?
Mr Hutchinson: I think it important to distinguishQ224Mr Crausby: The 2004/05 MoD annual report
between the two sorts of funding from the MoD.already indicates this direction, does it not, in the
One is in respect of direct services that we supply tosense that it explains that there had been a measure
the MoD and to the Armed Forces, in particular,of rationalisation in relation to defence agencies
and the other is in relation to the funding we receivedriven mainly by cost considerations. So the MoD
from something they call the Nationalis, clearly, reducing the number of agencies it is
Meteorological Programme (NMP) which sitsresponsible for. Does that not already signal, in
within the MoD budget structure but whichadvance of this review, a change of mood in the way
provides the investment funds for some of ourthat the department is moving away from agencies?
underpinning capability, so to produce the weatherHave you not already made your mind up, to some
forecast for not just defence but for a range of otherextent, that there should be fewer agencies?
users. So although the funding sits with the MoD itMr Watson:MrCrausby, if I can just say, two weeks
is diVerent from the funding that comes directlyin, I am keeping an open mind on all of these things.
from the MoD customer, if I may say so.I do not know whether Ian would like to give more
Notwithstanding that, certainly the MoD is a majorclarity to that, but certainly I do not come with any
source of our funding and there is a dependencyhard and fast views on this.
simply by definition of that relationship. I do notMr Andrews: We are constantly looking at the ways
think it is a threatening dependency; I do not thinkin which we can manage our business better to
it stops us doing things to extract funding fromotherdeliver better returns for the taxpayer, better service
sources—whether they are elsewhere in governmentto the public and, also, delivering toMoD and other
or from the commercial sector.government departments. We also have, as a

separate exercise going on at the moment across
government, questions being asked in the context of Q227 Linda Gilroy: It is a fairly substantial increase

from 2003-04 to 2004-05 from defence; it went upthe Comprehensive Spending Review. So we ask
ourselves on a regular basis,most recently in the case from £60 million to nearly £78 million and, at the

same time, on the civil department side it went downof the Met OYce, back in 2002/03, which was the
quinquennial review of the Met OYce, which from £37 million to £22 million. Unpack that a bit

for me.actually looked at all of these options and came up
with the view that the trading fund was the right way Mr Hutchinson: If I can. I think in terms of the direct

services we supply to the MoD they did not changeto move forward. We are looking, at the moment, at
whether that is still a valid consideration against the dramatically between the two years. I think there

was a fairly flat level of business and, therefore,background of the questions we would expect to be
asked in the Comprehensive Spending Review. revenue income from the MoD, but the

characteristics of the National MeteorologicalHowever, as the Minister said, there is no pre-
determined outcome to this: it is making sure that we Programme—the funding that goes into our basic

underpinning capability—is lumpy; it goes up atwork through all of the issues to ensure that the
trading fund is the appropriate structure for theMet times where we have to make major investments in

international bodies, in satellite programmes and itOYce to move into the future.
goes down in times when we do not. So I suspect the
answer is, and I may have to give you a note on this4Q225 Mr Crausby: Am I right in saying that there is
to give the precise detail, that in the year in questionclearly a policy already to rationalise agencies? That
there was a major lump of funding through thewas last year’s business. Are you now saying that
National Meteorological Programme whichthat could extend to trading funds and, indeed, the
increased the percentage and increased the realMet OYce? Is that a change?
term—Mr Andrews: I do not think it is a change, Mr

Crausby, at all. It is an application of a consistent
policy and approach that we have. We are always Q228 Linda Gilroy: It is certainly welcome knowing

a bit more about it, because it is a fairly substantialasking ourselves—and, as I say, the quinquennial
review is the formal process of doing that—whether change in direction in MoD as main customer.

3 See Ev 59 4 See Ev 60
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Equally, I would like to know a bit more about what to the MoD, which was a departure from the
the civil departments’ falling from £37 million to £22 position in 2003. I think, perhaps, Ian might be able
million is about. Was that a loss of a particular to best explain the context in which that change
department or a particular area of activity? was made.
Mr Hutchinson: I am not aware of any significant Mr Andrews: Yes. Just to set some of the
change in direction that would explain an increase in background here, this goes back to before my
MoD funding. As I say, I think the increase is largely involvement in this but my understanding is that in
attributable to the phasing of investments, in the past when the trading funds were established
particular in international subscriptions and satellite there was a view that they should be allowed to
programmes, rather than a change of direction. As generate their own capital in order to reinvest.
to the answer on why we have our contributions Therefore, there was a relatively light touch. It is fair
from other civil government departments declined, I to say that in 2003 the view of trading funds across
will have to find out the reasons and give you a note.5 government changed with departments encouraged
I do not think it is related to a significant loss of to be much more proactive in their engagement in
business. the role of shareholder. That prompted the

formation of the shareholder executive and, indeed,
in defencewewere already ahead of the game on thatQ229 Linda Gilroy: Is the Met OYce doing enough
because we had formed our own business ownershipto generate income from commercial sources? It was

pretty well the same in 2004–05 as it was the unit to exercise that function. As the Minister said,
previous year. the quid pro quo for the department taking a
Mr Hutchinson: We have been through a period dividend—and that has, in fact, been reduced in
where, perhaps, we did not put as much eVort into terms of Treasury guidance on the profit margin to
the commercial side of our business as we could have be charged on government work—is that the
done. Certainly in the course of the last 12 months, department stands behind theMet OYce investment
in the course of the financial year 05-06 just ended, proposals and is committed to provide loan funding
we made a significant and determined attempt to where, as theMinister said, there is a compelling and
revitalise our commercial trading business, and that persuasive business case for that to be done. So that
work continues. One of the things that we found out is the sort of background to how it has changed.
was that some of these issues have quite long lead
times, in that you need to invest significantly in

Q232 Linda Gilroy: Just going back to the questionadvance of getting some of the benefits of that
I asked earlier about the apparent upward trend—investment in commercial product development,
although you have said it may be a lump in thisentering into new markets. So I suspect that we can
particular year—it would be quite good to be able todo more still in the course of the current financial
see the trend of what has been the dividend. I hearyear to really get our commercial business up and
what you say about there being a change in how thisrunning to the maximum extent, but that is certainly
is dealt with but if it is possible to see it over a periodthe intention.
of several years and see it in relation to the sort of
investment you are talking about always beingQ230 Linda Gilroy: I think others might want to
available, then I think that would be helpful to thereturn to whether the Met OYce has become a bit
Committee.risk-averse in that sense as a result of previous
Mr Hutchinson: We have only paid two dividends toexperience, so I will not go into that further at this
date, so there is notmuch of a trend in that sense, butstage. However, if I could just refer to page 41 of the
04-05 was the first year we paid a dividend, 05-06 theannual report and accounts, where it states that a
current year—proposed dividend of £6 million will be paid to the
Mr Andrews: Can I help, Ms Gilroy, in terms ofMinistry of Defence for the year, was this the actual
understanding why the MoD customer role maydividend paid and what dividend has been paid for
appear to bemore significant? Until the end of 2003-2005-06?
04 there was an arrangement for ensuring that all ofMr Hutchinson: The dividend has been paid and it
the government customers across the bodies knownwas to the value that you just quoted, £6 million,
as the National Meteorological Service were looselyor so.
co-ordinated through what was called the core
customer group. In 2002 we had a review byQ231 Linda Gilroy: Is there not a case for MoD
Professor David Westbury of whether that was theforegoing a dividend so that the profit can be put
best way to do things. As a result of hisback into all these major investments which we
recommendations the National Meteorologicalknow the Met OYce have no shortage of needing in
Service Commissioning Group was formed, undercoming up work?
an independent chair, and the funding from theMr Watson: If I can just come in there, Ms Gilroy,
various departments that contributed to the corethe others will explain the detail of the funding
customer group was repatriated, if you like, as aarrangements but I want to say that, provided there
single budget line within the MoD. So in terms ofis a robust business case put, any future investment
headline, in terms of income for the Met OYce, thatthat is required in the Met OYce will be made. I
would be an explanation for why in 2004-05 thethink you are referring to the dividend going straight
MoD appeared to be a more significant source of
income.5 See Ev 60
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Q233 Linda Gilroy: I think I understand that! So the eVectiveness. As far as the, one might say, parochial
concerns of defence are concerned, they are wrappedcommission group you were talking about was set

up in? up, again, as part of our contribution to that
National Met Service, and part of the direct deliveryMr Andrews:That took formal responsibility for the

programme on 1 April 2004 and from that date the of services to frontline commands and others. So the
direction of the Met OYce is driven by aindividual department funds were, in eVect,

consolidated in a single budget line within theMoD. combination of those key strategic targets and the
execution of intelligent customer behaviour by
individual departments, because that is what theQ234 Mr Breed:Minister, can we turn now to some
Met OYce is judged by at the end of the day.of the objectives and the key targets. TheMet OYce,

as we know, is owned by the MoD, and it is by far
and away its largest customer—something like 47% Q236 Mr Breed: Yes, it is judged by that but to a
of its turnover. Does it surprise you, therefore, that certain extent do you not think that the targets are
none of the key targets that the Met OYce has rather overly focused on the sort of financial
actually relates to defence? considerations than, perhaps, on the whole purpose
Mr Watson:Yes. If I can just explain the key targets of the Met OYce, which is accurately forecasting
that you have in front of you. I have inherited these the weather?
targets in draft, and the targets that you have got Mr Andrews: There are issues about accuracy of
have percolated through the system and landed on forecasting skill in the Met oYce which, it seems to
my desk in draft, and for me to be convinced that me, are central to the key targets. One of the key
they are meaningful in that they stretch the targets proposed for the current year (as theMinister
organisation as far as it can go, that they take it in said, he has yet to reach a view) is focused quite
the right direction and that they are the actual right specifically on the accuracy of its forecasting and
targets, I need to test it out with oYcials more how that is defined.
robustly. I thought it was important that the
Committee saw the kind of thinking that was going

Q237 Mr Breed: That is one out of how many keyon behind the scenes. So the targets you have got are
targets?the draft ones; I need to sign that oV and I will be
Mr Andrews: I went through the issues that it seemslooking very closely to the discussions that take
tome that I should be focused on, and they are at theplace in the Committee to see whether I think they
strategic level. There is the accuracy of forecasting,are appropriate or whether they need modification.
there is how the Met OYce delivers to its
government customers (and those are, as I say, theQ235Mr Breed:How did theMoD know whether it issues around the customer supply agreements), it iswas getting value for money then, with the quite how it is realising its commercial potential and it isconsiderable chunks of money it was actually whether it is representing good investment for thespending with the Met OYce. taxpayer. That, I think, is quite a powerful packageMr Watson: Our key targets are not the only way in order to drive both those things because the keyyou judge value for money, and it might be that in targets are just one element of managing thelight of your discussions we want to modify some of performance of the Met OYce. What they deliver tothese key targets. Ian, if you want to take this. the customers is another axis on which they need toMr Andrews: Yes, Minister, thank you. It seems to
be judged.me that the key targets are about driving the

corporate direction of the trading fund, and
therefore they need to capture, in essence, what it Q238 Mr Breed: Looking at the commercial
does: its outputs in terms of accuracy and capability target in 04-05, it failed to achieve it
forecasting skill: how it relates to its government because of significant commercial competition. Can
customers—and clearly the important issue there is you give us some idea and details of what that
the output focused customer supply agreements— commercial competition actually is?
and to capture the services that the customer really Mr Hutchinson: There are a range of relatively small
wants (I will come back to that point, if I may in a sized, private sector weather service provider
moment); how it is working to realise its commercial competitors to the Met OYce in the market place.
potential and, therefore, contribution into profit: They have access to our data, which we make freely
and that it is a good investment for the taxpayer, available, and they use that data to supply services
which is the return on capital employed. Clearly, the to a range of users.Wewere not particularly eVective
performance of the Met OYce at the strategic level in the year in question, 04-05, at maintaining our
needs to be driven by those and, possibly, other market share and our commercial position against
issues. The key point in terms of delivering what that competition. I do not think there was any one
departments want is driven by performance against particular contract that we lost that would account
those customer supply agreements and, in turn, that for the whole story of under-performance in that
requires the department to be a much more year; I think it was more a question of pressures
intelligent and eVective customer because it is what across a range of our services.
departments contract to be delivered and what they
will then fund that drives the performance of theMet

Q239 Mr Breed: So what have you put in place toOYce. In addition that is a very, very powerful
driver for the realisation of internal eYciencies and address that particular issue?



3429461001 Page Type [E] 18-07-06 01:32:40 Pag Table: COENEW PPSysB Unit: PAG1

Ev 34 Defence Committee: Evidence

24 May 2006 Mr Tom Watson MP, Mr Ian Andrews and Mr Mark Hutchinson

Mr Hutchinson: As I mentioned in answer to an it yet but when it is over my desk I will consider that.
Ian, I do not know whether you want to talk aboutearlier question, I think we were going through a

period, at that point, where we were not investing a some of the details.
complete and significant management focus on Mr Andrews: Just to expand, really, Minister, on
ensuring that our commercial operation was as what you have said. The organisational merger
eVective as it could be in winning business and between theMet OYce and the Hydrographic OYce
maintaining business. In the course of the most is something that historicallywe have looked at from
recent financial year, 05-06, actually, I think we have time to time. Hitherto, the balance of argument has
done rather better than that and we have achieved been against doing it, for some of the reasons that
our commercial profit capability of in excess of £2.9 theMinister hasmentioned. There are, however, real
million commercial profit this year, which is slightly opportunities, I believe, for the scope of sharing
above the targets. So I think there are signs that we technical infrastructure, corporate services and
are now regaining market share, becoming a more looking again at whether there are in some areas
eVective competitor andmaintaining our role within business synergies. Again, we are looking at this as
the market place, but I would not want to be one would expect in the context of preparing for the
complacent. Last yearwas the first year of a five-year Comprehensive Spending Review, and the
programme. As I said before, a lot of the commercial Hydrographic OYce does need to invest in new
benefit from our investment will be recouped in later facilities, either where it is or somewhere else. In
years, because there is quite a long lead time terms of the attractions, as the Minister was saying,
associated with new product development and they operate in diVerent markets, they have quite
accessing new markets. So I hope the progress will diVerent products, they have diVerent competences
continue this year but it is a challenge and we have and they have diVerent cultures. One is very much
to be ready to face competition, and I am sure that science, the other is technical. They are also using
competition will increase. quite diVerent business strategies because the
Mr Andrews: May I add to that, Chairman? One of challenge, as I see it, for the United Kingdom
the big challenges theMet OYce faces is that what it Hydrographic OYce is of sustaining commercial
has to oVer is something which, under international market share in an increasingly competitive digital
agreements, has to be made freely available to age; they do not buy charts any more they go for
everybody. Therefore, the competitive edge of the digitised solutions. The Met OYce, on the other
Met oYce comes both from the strength of the brand hand, as the Minister said, very much dependent on
and from themaintenance of the scientific excellence government, public funding rather than commercial
and ensuring that the Met OYce science is funding, is looking at growing its commercial
recognised as being at the real cutting edge. I believe income from a much lower base. So there are quite
that those two are absolutely crucial to be able to a few issues that need to be raised here against the
maximise the commercial income generation superficial argument that these are two
potential. It is those two things which are the key environmentally focused trading funds in roughly
diVerentiators between what the Met OYce oVers the same part of the country, so does it not make
and what other people oVer, because it is very easy sense to put them together? All of those things we
to go on the internet and get a weather forecast from need toweigh.We are weighing them currently in the
anywhere. Why go to the Met OYce? Because of the context of the studies which theHydrographicOYce
scientific excellence on which that brand is doing, in looking at its future investment plans,
fundamentally depends. and one of the options that they are looking at is

collocating with the Met OYce in Exeter, but they
are also looking at potential opportunities inQ240 Mr Lancaster: Mr Hutchinson, one of your
Taunton.predecessors, Mr Ewins, has expressed the strong

view that he would like to see the Met OYce and the
Hydrographic OYce merged. Is that your view? Q241Mr Lancaster: I accept that but this is a debate
Mr Hutchinson: Would you mind if I passed that that has been going on now for sometime. In his
question across to Mr Andrews, who as the owner evidence, Mr Ewins said, eVectively, that the reason
department I think is probably better placed to the merger has not gone ahead (this is not a quote)
answer it? is that theMoDowners are stalling on it. Given that,
Mr Watson: If I could just come in and addmy initial what timeframe can you put forward for this review
views on this, we have already said there is a review being complete and when will a decision be made?
going on of the way the current funds are structured, Mr Andrews: Speaking purely personally, this is a
and I have heard arguments that the two should question I have been asking on a fairly consistent
merge. I just want to say at the outset that whilst that basis. I have been satisfied that the balance of
superficially might look the case it might not argument until now has been against doing it. I am
necessarily be the case when we delve deeper, and in very strongly in favour of looking for ways in which
two weeks what I see are two similar organisations the shared services can be put together but because
but with very diVerent structures. For example, 80% of the diVerent nature of the businesses themselves
of the Met OYce income is from the public sector there is not an overwhelming case for doing it.
and 20% private; the reverse is true for the
Hydrographic OYce, which is 80% commercial, 20%
public. So it might not be the case that there is a fit. Q242MrLancaster:That is the decision. I amasking

for a time frame. When?However, there is a review going on; I have not seen
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Mr Watson: I understand you pressing on that but Mr Watson: I had better not take up the bet with
you, Mr Jones, as it is me who is making theuntil I see the review I do not think we can give you

a time frame. I can certainly write to the Committee decision.
about when the review might land on my desk.6

Mr Andrews: It will again be in the summer because Q248 Mr Jones: Mr Ewins was before us yesterday.
theHydrographic Agency is one of the trading funds It has not been a very happy tale has it, looking at the
that we are looking at as part of this. MetOYce’s record in terms of in the private sector? I

want to do two things in these questions. One, I want
to explore some of the issues aroundQ243 Chairman: That is wrapped up in that review,
weatherXchange but also I want to ask whether oris it?
not it made the Met OYce more averse to gettingMr Andrews: Yes.
involved in the private sector. Clearly from the
income it seems it has. In terms of weatherXchange,

Q244Mr Jones:This is just civil servants who do not what lessons have been learned from that? We had
want to move from Taunton. I can guess what the Mr Ewins before us yesterday and I was quite
outcome of this review is going to be. They will not shocked at the way in which weatherXchange was
merge. Mr Ewins told us yesterday that the new set up in terms of governance, for example. One of
building at Exeter was designed to have another the things that concerned me was that people were
block put onto it which would allow the oYce to co- wearing not just two or three hats. Also, there is an
locate there. This is just internal civil servants not accusation that I will put to you in a minute about
wanting to move, is it not? how it failed. What has been put in place? I
Mr Andrews: I do not believe that is the case at all. personally think the Met OYce should go into
One of the options which is being looked at as part commercial activities. If the Met OYce is going into
of this review—this is a Hydrographic OYce commercial activities, how can we have confidence
process—is co-locating with the Met OYce in in those governance arrangements and also that we
Exeter. are not going to get into the problems that we got

into with weatherXchange?
Mr Andrews:Whatwe should never forget is that theQ245Mr Jones:They do not want tomove.Why are fundamental cause of the failure of weatherXchangethey leading it? You are the main customer. was the failure of the business itself to performMr Andrews: It has to be driven by a business case anywhere near the expectations—that demonstrates that that is the right thing to do.

The Hydrographic OYce have very substantial
Q249 Mr Jones: Can I stop you and put thefacilities and infrastructure in Taunton. They have
accusation that was put yesterday to us? One of thetheir main printing facilities, for example, in
reasons why it failed was because whenTaunton. Do we move those? If we move them into
weatherXchange was set up it had an exclusive rightExeter, are there real opportunities to deliver those
to sell the information.What was put to us yesterdaysort of benefits that I was talking about in terms of
was the fact that it was undermined by the fact thatshared services? There are also wider considerations
the Met OYce started selling information inabout those who believe—they are not just civil
competition to it. What is your reaction to that?servants—that the Hydrographic OYce lives in
That was one of the reasons put to us yesterday as toTaunton.What I am very clear about is that this will
why it failed.be driven through on the basis of the business case
Mr Andrews: You are aware, I know, that there areand what is the right thing to do for the totality of
some issues around the background to thethe businesses. If we believe and ministers are
weatherXchange saga that we think it would besatisfied that the right thing to do is to co-locate
inappropriate to go into in public session, but I willthem in Exeter with whatever level of
happily try to answer your question in that context.rationalisation, given the two diVerent businesses

that that involves, that will be driven through.
Q250 Mr Jones: Can you give it to us in writing
privately if there are issues that you do not want to

Q246Mr Jones: I will have a bet with you that in six mention today?7
months’ time, once this review has taken place, they If it would be helpful for us to understand the sorry
will not co-locate and they will not merge. saga of weatherXchange, would it be possible to
Mr Andrews: It depends what the outcome of the provide them to the Committee on a private basis
review is and what the business case is for doing it. afterwards?

Mr Andrews: I would be very happy to do that.
Q247 Linda Gilroy: Can I take an opportunity and
ask the Minister to keep a keen oversight of this? Q251 Chairman: Within that constraint, could you

now give us the answers?Taunton is approximately half an hour from Exeter.
Plenty of people commute from Taunton to Exeter Mr Andrews: Fundamentally, the proposition to go

into this area was a good business idea which had theand therefore, if the printing works stayed there and
the rest of it moved if that is an issue, there would potential to return a strong, financial value to the

taxpayer. The processes in the Met OYce and in theprobably be some synergies around.

7 Not printed.6 See Ev 59–60
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department failed to operate as they should in terms company therefore sought to extend their use of
exclusive products inmarkets to a broader definitionof the way in which this entity was governed. The
of “exclusive” across a much wider range of existingMet OYce itself commissioned a post-investment
products. We simply could not respond in the wayreview back in December 2004. It was clear in
that the companywished us to respond in that we areretrospect that stronger governance both internally
not allowed to put exclusivity on generic weatherwithin theMetOYce and from theMoDwould have
data. We have to make it available for a wide rangereduced the risk. What we have done in order to
of users.ensure that this could not happen again is to

introduce much stronger, more eVective governance
arrangements. The board of the Met OYce is now Q252 Mr Jones: The accusation was put to us
more empowered. It is independently chaired; it has yesterday that you were selling information in
clear roles and a clear need to address the issues of competition to them. You are saying that is not the
higher level scrutiny, both from the shareholder case?
executive and the internal team to which I referred Mr Hutchinson: I am explaining that before we
earlier. Indeed, it was the mechanism of putting in entered into the weatherXchange venture we were
place that improved governance structure for the selling a range of weather data to a range of private
oYce which led to some of the issues around sector users of that data, mainly the operational
weatherXchange being exposed. We now engage divisions of companies to make business decisions
very closely in the oversight of joint ventures but about stockpiles and such like. Those pre-existed
through ourmembership and our representations on weatherXchange and therefore were not seen to be
the boards of the trading funds concerned. We have in conflict with the original aims of weatherXchange
made sure in the oYce that there are clear because weatherXchange was all about doing
delegations, clear accountability, better record something very diVerent from selling weather data
keeping, and greater internal financial transparency. into particular markets. It was about developing
In terms of assurance, we have exposed this both to joint products to specialise in brokerage in the
our own internal auditors and to our external financial markets. That business never took oV. It
auditors from the National Audit OYce. They have started oV reasonably okay and went worse and
confirmed that they are satisfied that the appropriate worse. weatherXchange themselves shifted the focus

of the business, or sought to, by looking at a muchlessons were identified and that the mechanisms that
wider range for their activities with a much widerwe have put in place with the systems and controls
range of products, some of which were alreadywill prevent it happening again. We are also looking
existing.as it happens across other joint ventures owned by

theMinistry of Defence to ensure that they too have
appropriate governance structures in place. Again, Q253 Mr Jones: Trying to go into areas that you
the National Audit OYce have oversight of that and were already covering in the Met OYce on a
have said they are content with it. If we found commercial basis, to sell information?
ourselves in this position again, we would certainly Mr Hutchinson: I think expanding the scope of what
take a very diVerent approach to understanding and they deemed to be exclusive products and expanding
managing the risks. As far as the particular issue the scope of the markets in which that exclusivity
around the oYce and how it dealt with obtained, in areas which we found very diYcult for
weatherXchange and the extent to which it did or did legal reasons to comply with if that was the only way
not undermine it, I will look to Mr Hutchinson to in which the company could bemade viable, because
respond. Can I make absolutely clear from the of course we had an obligation under competition
department’s point of view that there was no hidden law to make sure those generic weather data
agenda, no conspiracy to drive weatherXchange out products are made available to anybody who cares
of business. The decisions were quite properly taken to ask for them.
by the weatherXchange board.
Mr Hutchinson: In terms of, firstly, did we Q254 Mr Jones: We did get certain answers
undermine weatherXchange and, secondly, are we yesterday but he was a bit cautious on certain things.
more risk averse, in terms of did we undermine I did not quite understand his role. I understand
weatherXchange during the course of 2005, the what Mr Andrews has just said. I am quite amazed
answer is categorically not. Shortly after I joined in that the MoD has had these structures in place for
the spring of 2005 I spent many months working to many years. One of the things that struck me
find a satisfactory outcome that would allow the yesterday was the idea that you have a lot of people
partnership to move forward, including going who are twin hatted in that they had a vested interest
through a process of formal mediation. The issues in the Met OYce and also in a commercial company
that made that outcome unachievable were I think which was very unusual. Could you explain what
largely down to the fact that the business as happened to Mr Ewins when he left because
originally conceived, which was to develop new yesterday I asked him what he did when he left. He
products jointly between ourselves and continued to be chairman and I asked him whether
weatherXchange and with those new products to go he would work for commercial organisations still or
into a rather specialised, niche market in terms of whether he was debarred from it or went through
weather derivatives and the financial markets, any rigorous processes in terms of ex-civil servants.
simply did not work. There was no money coming He said he did not, which I found a little bit strange.

Then he was a bit cagey about what he got in termsout of that particular activity. Around 2005 the
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of financial rewards from this. Can you enlighten us added value purpose, as the Met OYce saw it. The
purpose of the joint venture was to go into aas to what happened to him and what his

involvement was afterwards, either publicly if you perfectly new market to us which was the financial
weather derivatives market with a special product.can or privately?

Mr Hutchinson: It might be better to deal with the The broker brought together financial companies
that wished to hedge against weather dependentissues in a private note, if I may.

Mr Andrews: There is a formal process as you are risks for their business and those people in the
financial service and insurance markets who couldwell aware for former public servants taking up

subsequent employment: the business appointments provide that insurance. weatherXchange was in the
middle of those two people to provide theprocess, which I chair in the department. Mr Ewins

did not put a proposal formally to business information and weather data to enable them to
calculate probabilities and risks.appointments.

Q255 Mr Jones: That is what I found very strange. Q259 Linda Gilroy: And insure against them.
It would be interesting if in the note you could Mr Hutchinson: And make that insurance
explain the process of his retirement and his programme work.
remuneration because he was a little vague.
Mr Hutchinson: I believe he was paid a per diem and Q260 Linda Gilroy: When was weatherXchange set
then costs. up?
Chairman:He suggested to us he was paid costs and Mr Hutchinson: 2001 originally and, on the back of
expenses, but it is now clear that he was also paid a the new agreement with Zions Bank, the data supply
salary. agreement was formed in 2004.

Q256 Mr Jones: Was it the case that people were Q261 Mr Hamilton: Can I go back to the original
being paid twice? You can put it in a note but were question Kevan asked because it got lost in the
the people who were working for theMet OYce also summaries? Has this made the organisation more
being paid a second salary from weatherXchange? risk averse to go into commercial interests? 12% is
Mr Watson: That was the case and I will make sure virtually the same last year to this year on
that the note you receive is very detailed. commercial activities. I would have thought

instinctively that youwould be risk averse because of
Q257 Chairman: When you do that, could you the experiences you have had. As the new Minister,
compare that with what Mr Ewins told us yesterday I would hope that that would change. I think it
because, as I understand it, he told us yesterday that would be advantageous for the organisation to go
they were not being paid a salary as well as being into themarket and try to experience that. There will
paid a salary from the Met OYce. be a summary when this report comes out which will
Mr Watson: I will make sure the note is as full and have an impact on everything else. I would like to see
as comprehensive as it possibly can be. that summary when it is finally reported on.

Mr Watson: What drives this organisation is world
class science. It excels above any other organisation.Q258 Linda Gilroy: I do not know if it is possible for

you to say something on the record about it or That allows a commercial development that backs
up that world class science. Perhaps Ian and Markwhether there is any commercial sensitivity about it

but, as an insight into the work of theMet OYce and will tell you whether they feel more risk averse after
their experiences with weatherXchange. It is my jobwhat it does, I would be interested to know more

about the market that weatherXchange was trying to give them the support and confidence to make
sure that in the long run they do feel that they canto work itself into. The picture I have is of a visit to

the futures market where I saw people trading oV a explore those new markets.
Mr Hutchinson: We have a lot of ambition torisk of ice cream against heating and summer

weather. That was in 2000 so it was probably before succeed commercially and to grow our commercial
programme. Over the next four years, we look toweatherXchange was into it. Also, when we were at

the Met OYce, one of the pictures was of lettuce grow in absolute revenue terms from a position
today of about £20 million a year commercialbeing very sensitive to weather. I wonder if you can

say a bit more on the record—or, if not, in the note— revenue to a position at the end of 2009/10 of £29
million, so about a third increase in our overall,about where the boundary was between the niche

market that weatherXchange were going to try and commercial revenue. With that ambition comes an
acceptance and indeed a willingness to considerget into and the other products which theMet OYce

was in before weatherXchange came on the scene. risks. We are not risk averse in the sense of once
bitten, twice shy, never go near a joint venture again.Mr Hutchinson: The key distinction is between the

operational decisions of business. In terms of the We will look to bring in relevant experience to help
us make the right commercial decisions. A lot of thelettuce example, is now a good time to make sure

your lettuces are at the front of the store for Met OYce is public service and civil servants. We do
not have an awful lot of hard, private sector,consumers to buy? Do you bulk buy a lot of ice

cream because the weather is going to be hot at the commercial experience. The value of our non-
executive directors, the value of bringing people inweekend? Those operational decisions are things

that we have done for many years, well before with the right skills to help us make the right
decisions inmanaging future risks in our commercialweatherXchange. weatherXchange had a unique



3429461001 Page Type [E] 18-07-06 01:32:40 Pag Table: COENEW PPSysB Unit: PAG1

Ev 38 Defence Committee: Evidence

24 May 2006 Mr Tom Watson MP, Mr Ian Andrews and Mr Mark Hutchinson

programme, is important. I think there is more commercial return we can from this outstanding
brand and outstanding scientific excellence, which isrigour now to ensure that due diligence checks are
the key discriminator the Met OYce has.made in a more coherent and integrated way than

perhaps they were previously, but certainly I am not
risk averse. Q263Mr Jones:One of the fundamental problems I

saw yesterday when he was before us and reading
about what happened with weatherXchange was theQ262MrHavard:How are you going to do it? It has fact that someone came to them with a proposal. I

been an expensive learning curve, has it not? £1.7 asked whether that was either looked at or market
million has gone in the bin in order to learn these tested anywhere else to see whether there was
lessons about how you structure governance anybody else in the market. What concerned me a
processes in order to do what you have just little bit was the naiveté on the facts that this was
described. I was going to ask you what experience taken as a good idea but it was not seen as whether
you have in order to avoid that problem again. there were any other partners coming in. How are
Governance structures have changed but you also the commercial decisions going to be taken? Are
need personnel who know their way around these they going to be generated internally by you looking
particular markets because the derivatives market is at your products, Mr Hutchinson, saying, “These
a particular bunch of two legged snakes, in my are the things we can oVer” or are you going to get
opinion. I would be very wary if I were you. I would people coming to see you and say, “By the way, we
keep your left up and your elbows in and keep want you to do this”? If people are coming from
moving. You need somebody to guide and navigate outside, you need to be aware that that is one of the
you through these things. I am glad you have said fundamental problems with weatherXchange. What
what you have said because you do not have the they did not do was ask the question who else in the
experience in order to avoid it again, it seems to me. market is to provide this or are there any other
A description of governance structures internally in partners, because I think that was part of the kernel
relation to the existing business and the MoD is one of the problem in the first place.
thing but there is this whole other area. I have no Mr Hutchinson:Part of our commercial strategy is to
confidence, unless you can giveme the confidence by ensure that we have a growth plan so that we
what you have said, that you are going to get that proactively select our partners if that is the way we
experience. want to go to market, rather than them selecting us.
Mr Hutchinson: It is still work in progress. We now We cannot rule out opportunistic approaches from
have non-executive directors with very relevant people but, where we get them, we will ensure they

are properly scrutinised.commercial experience on the board to advise me
and to make sure I make sensible decisions. We have
also just appointed a director of our sales and Q264Mr Jones: The problem with weatherXchange
marketing operation within the Met OYce who was they selected you rather than the other way
again comes from a commercial, private sector around.
background and has a lot of the right range of skills. Mr Hutchinson: I cannot say that because I was not
We are still recruiting to ensure that we have the around at the time. I do not have that sort of
right balance of skills to take forward our business. perspective.
Mr Andrews: It is not a question of risk aversion but
it is very definitely an issue of risk awareness. Q265 Linda Gilroy: I have an observation and a part
Throughout the weatherXchange saga, it was question. One of the things I would learn from in
recognised that there was a balance here between the looking at MoD agencies and trading funds
risks associated with this business in terms of particularly in future would be to look at the annual
reputation and financial risk and the potential report and say, “Who are the non-executive
rewards. With the benefit of hindsight, the directors?” I have just done that and obviously I

would not expect to see the changes you are referringappropriate call between those was not made. I have
to but it would be nice to see in the annual reports,talked about the challenge of commoditising the
not just of theMet but of the other agencies that youMet OYce product to take it to market. We do need
are currently reviewing, some indication of who thepeople who have a very highly developed
non-executives are and why they are there.competence in that area and they are not typically to
Mr Watson: That is a very good idea.be found within the Civil Service. We recognise that

and in terms of looking for a new chairman, which
we are in the process of doing at the moment, and Q266 Chairman: Moving on to the appointment of
selecting a Chief Executive to succeed Mark that is the chief executive, when we went to the Met OYce

two or three weeks ago, Mr Hutchinson told us thatvery much at the forefront of our minds in terms of
the chief executive post had been downgraded fromthe skills and competences we need to bring in. As
a three star post to a two star post. Is that correct?you have said, we are improving the expertise both
Mr Watson: As far as I understand, yes.through direct recruiting and through non-

executives so we are on a track. As a department
what have we learned from this? Precisely that we Q267 Chairman: The Ministry of Defence tried to
need to make sure that we are making the proper find a suitable candidate to be chief executive earlier
judgments in terms of risk awareness but what we this year and it failed. Was that at a two star post or

at a three star post?need on behalf of the taxpayer is to get themaximum
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Mr Watson: A two star, I believe. Q274Chairman:MrEwins told us yesterday that the
quality of the work that the Met OYce does whichMr Andrews: You link the two questions but they

are quite distinct. we accept, as the Minister said in his opening
statement this morning, is world class was the key to
getting into various other organisations across theQ268Chairman: I wonder if you can say at that stage
world. Meteorological advice is an internationalwhat grade was the post at which you were trying to
business. He said that the grading of the post of chieffind a chief executive?
executive was the key to the level at which you gotMr Andrews: If we had taken an internal candidate
into those other organisations across the world. Dofrom the Civil Service, the issue was at what grade
you accept that as a proposition?within the Civil Service structure this would apply.
Mr Andrews:No, I do not. In other nations, I do notThe issue was entirely the question, within the
think civilian grading is an issue but I am absolutelyrelative structure within government and across the
clear that in terms of access it is achieved through theCivil Service, what the status of this post would be.
status as the head of the UK Met OYce and theWe were very clear that in terms of the market the
recognition that comes with doing that. The internalstatus came from being the head of the world’s best
grade of the individual I do not believe has anymeteorological organisation.
significance at all.

Q269 Chairman: I want to come on to that. When
Q275 Chairman: What on earth is the rationale foryou were looking earlier this year for a chief
looking for a chief executive of a world classexecutive, did you advertise it as at a two star grade
organisation like the Met OYce, failing to find oneor a three star grade?
and then downgrading the post?Mr Andrews: We advertised it as a financial package
Mr Andrews: It did not follow in that sequence. Asfor the chief executive of theMet OYce. The issue of
I said earlier, when we came to the interview panel,the grading which we applied in terms of what the
we did not have any internal candidates on it. Weimplications would be, had an internal candidate
were looking for a very special individual. We havesucceeded in that competition was the level at which
touched today on some of the challenges thatMark’sthey would transfer across. As it happened, we did
successor is going to face.not have any internal candidates.

Q270 Chairman: When you advertised it, did you Q276 Chairman: Do you think you are more likely
to find one if you downgrade the post?not advertise at a particular grade or did you limit it

to a financial package? Mr Andrews: As I said before, with respect, I do not
think downgrading the post has any influence at all.Mr Andrews: We advertised to my recollection for

the chief executive of theMet OYce at an attractive, The issue is externally, if we want to get the best
person to do this, a combination of being a chiefsix figure salary.
executive of the world’s best meteorological
organisation and a household name around theQ271 Chairman: There was no mention at that stage
world and the remuneration package we are able toof whether it was two star or three star?
oVer. The internal Civil Service grade I believe is notMr Andrews: It would not have made any sense to
significant in that context.anyone applying externally for the job.

Q277Mr Jones:You are absolutely focused, are youQ272 Mr Hamilton: Was it less than what was
not, on how many pips each person has on theirpreviously paid or more?
shoulder? I hear what you are saying but in terms ofMr Andrews: The package we advertised was
that chief executive trying to interface with yourselfsubstantially above what we had paid previously
and others in the MoD, clearly if they see the lowerand certainly within the band that one has for a two
grade in terms of the military hierarchy that youstar within the department it was well to the top of
have in the MoD, that puts that person at athat.
disadvantage straight away, does it not?
Mr Andrews: First of all, on the suggestion youQ273 Chairman: Compared with the band for a
made that I personally place importance on this, Ithree star, was it to the bottom of that?
place importance onwhat value the individual has toMr Andrews: It was probably closer to the bottom
oVer and what their expertise and knowledge are. Ithan it would have been for the two star. We were
do not judge that by where they are in the hierarchy.not constrained. In terms of setting the financial

package, whatwe didwas to look at the nature of the
job and the sort of competences that we would Q278 Mr Jones: How many pips have you got?

Mr Andrews: I do not know. In terms of therequire from someone who could lead the oYce. We
took advice from commercial head hunters on the hierarchy, there is an issue of internal comparisons

because if you look at the span of control in Civillevel at which we should pitch that package. The
consideration of what the status within the technical Service terms, if it were an internal person who took

on the role of chief executive of the Met OYce, andterms of the Civil Service would be was not a factor
in that because the advice we received on the compare that with other large management

responsibilities across the department, in relativepackage we should oVer, both in terms of the
combination of basic salary and bonus, was entirely terms, it is of what we would call a two star level

appointment. That is if you look at it in terms of thewithin the range that we had available.
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management charge, the resources and the the Met OYce is absolutely the key point. We had
some very credible candidates who came in for thischallenge. Therefore, as far as the internal credibility

of the individual is concerned, it is very important competition but none, in the judgment of the panel,
had the right all round calibre to be the right personthat they should be seen to be attracting a salary

which is consistent with those across the department to lead the Met OYce. Because of the challenge,
because of the issues, we had to be absolutely clearof people doing similar jobs within the department.

This is entirely an internal issue. that we had the right person to take the OYce
forward into the future.
Chairman: We are very lucky, I would suggest, thatQ279 Chairman:Mr Ewins suggested it was not. He
Mr Hutchinson is around to do this job because hesuggested it was an external issue.
has proved himself to be most eVective in the role ofMr Andrews: I beg to diVer with Mr Ewins. I
chief executive but, if I may put it like this, I do notdisagree with him. The issue both within the
think you are convincing the Committee.department and outside is not, with respect, the

number of stars one has but what is one there to
Q281Mr Jones: It is clear what you are up to. If thisrepresent in terms of the status of being chief
person is this god or Jesus Christ that you are tryingexecutive of the world’s best meteorological
to select in terms of this new chief executive—organisation and that is the only basis upon which
Mr Watson:Hemakes the weather; he does not needpeople are judged.
to predict it.

Mr Jones: You are a very rare beast in the MoD if
Q282 Mr Jones: Perhaps there will be some newyou do not think status is important in the
commercial opportunities for you then. If he is thisorganisation. I hope you look forward to your new
great person that you are looking for, why on earthtransfer to the oYce in Battersea and you will not see
not give him or her the status that they deserve? Is itit as a downgrade at all.
not a fact that what this is really about is internal
MoD or Civil Service politics whereby, if he or she isQ280 Mr Hamilton: I am beginning to feel like Jim
at a lower grade, it means that you in theMoD haveHacker because I am not following the logic. The
some control over that person in the hierarchy of theissue being put forward is about a Civil Service
MoD, rather than, if this person deserves that grade,application. It is an issue we have already discussed.
they should get it?12% of commercial activity is not enough and we
Mr Andrews: I absolutely refute that.need to expand that position into the private sector

which means we have to look at a diVerent scenario.
Q283 Mr Jones: I would be surprised if you did not.It is not a Civil Service requirement for this. It is an
Mr Andrews: This individual will be an accountingissue if we look at the private sector and the Civil
oYcer in his or her own right, personally financiallyService to try and develop a strategy which is right.
accountable to Parliament. This is someone whowillI was there three weeks ago when evidence was
take this organisation forward.Wewill be very luckygiven. The evidence that was given by yourself was
to find anyone who is in the public service today—excellent. Therewere 70 to 80 staV sitting behind you

and they were watching what was going on with
disbelief. Some of the things that have happened in Q284 Mr Havard: I think you are missing the point.

The point that we see is, okay, you attractthe Met OYce over the last year must be aVecting
staV morale. To sit there and say that if you put a somebody. You attract them at this new level that

you describe in terms of its internal grading. Theyperson at a higher pecking order that will have an
eVect—that is what I think you were saying—on then have to do a job.When they come to try and do

that part of their job that relates to the Ministry ofother members of staV and their pecking order, if
you take 12% of the commercial activity and Defence they have handcuVs on because they do not

have the appropriate grade to do the job. That is theincrease that to 15, 20 or 25% in the private sector
you are getting a diVerent type of beast. I am sure it point that my colleague is trying to make. Unless

you have that relative status internally within theis not a civil servant who will do that.
Mr Andrews: You may well be right but if we are MoD and the Civil Service grading structure, what

he says is right. This person does not have suYcientadvertising posts they have to be advertised on a fair
and open basis to which anyone can respond. I come internal status to have suYcient clout to do what

they want to do because someone else can directback to my point that the sort of person out there
who we want to attract to apply—I will say them.

Mr Andrews:With the greatest respect, this is not ansomething about the recent competition in a
moment—would be looking at this from the point of issue about direction. The chief executive of theMet

OYce is accountable through his chairman underview of the status of the organisation they are
leading and the salary and remuneration on oVer. In the current structure—we are in the process of

recruiting the chairman at the moment—for theresponse to our recent competition, we have a
number of very high quality people but we were execution of the minister’s intentions. Therefore, the

grade in internal terms is, if I may say so, not thelooking frankly for a very special individual,
someone who would combine this world class issue. The issue is the nature of the job, the

accountabilities, the governance and what attractsbusiness record in terms of changing it to a success
in the commercial sector and someone whowould be someone out there who is going to come in and do

the job we want them to do.credible in the scientific field, where the excellence of
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Q285 Chairman: I do not want to drive this nail into more eVective pastoral care and welfare support for
the families of deployed staV. That is an issue wherethe ground. I think we will move on.

Mr Watson: I should perhaps have done my there is not much that we do over and above what
the Armed Forces do for them as members of thehomework on Civil Service grades when I realised I

would be addressing three former trades union reserves. I think that is a relevant observation and it
is something that we are looking at.oYcials, certainly of the calibre of the three we have

round the table today. We are extremely grateful as
a department and as a ministerial team that we have Q288 LindaGilroy:Also as to whether you can work
hadMarkHutchinson stepping up to the plate at the with the RAF in making sure that the families who
Met OYce. are put under stress in particular circumstances?
Chairman:Wewould all share that view. You do not Mr Hutchinson: We do that as part of the normal
have to express a comment on that, Mr Hutchinson. working relationship but that is something that the

Met OYce could do to register support for its staV

deployed overseas, and not just leave the ArmedQ286Linda Gilroy:There is another group of people
Forces network to pick up.that we should pay tribute to. I came across them for

the first time when I visited the Met OYce in Exeter
threeweeks ago.We had the opportunity to see some Q289 Linda Gilroy: Are there ways in which
of the activities that go on under the umbrella of the membership of the Mobile Met Unit impacts on
Met OYce there, one of them being the Mobile Met promotion and career prospects, either by way of
Unit which I understand is a sponsored reserve unit advantage or disadvantage?
of the RAF. It has 74 military personnel, of whom Mr Hutchinson: I am not aware of any particular
59 are operational. How does the MoD work with impact that simply being a member of the Mobile
the Met OYce to determine its requirements for the Met Unit confers on promotion prospects. The
Mobile Met Unit? nature of the work, which is tours abroad and
Mr Watson: Met data is crucial to our support in returns to defence airfields, tends to determine a
military operations. The future defence environment certain sort of career profile, I suspect. I am
capability is an important initiative that is going to characterising here and perhaps the stereotype does
give our operational commanders the best available not fit all of it but it is a job that a lot of young people
environmental information they can have. do as they are starting out in theMet OYce. They do
Mr Andrews: The Mobile Met Units are there an awful lot of tours. As you acquire a family, you
because operational commanders need on the spot become a bit more established in doing certain other
Met support and advice from people who are jobs and perhaps there is less of an incentive to
deployed. As you rightly say, there are numbers of become part of the Mobile Met Unit but there are
these individuals in operational theatres in Iraq and mixed age groups within the current Mobile Met
Afghanistan today and they do an outstanding job. Unit.
The requirement for them is verymuch generated on
the operational side of the house and they are tasked Q290 Mr Havard: As I understand it, because of
as part of the reserves. The internal mechanisms their deployment inAfghanistan, a relationship with
within the Met OYce I will pass over to Mr the Afghanistan meteorological oYce and trying to
Hutchinson but can I also associate myself formally develop it, people have come over and done training.
with what has been said about how lucky we are to Are we going to see more of that? Is there going to
have him doing this job. One of the concerns we had be some sort of formal relationship? It seems to me
in selecting a successor was that we had to get a good idea but is that done on some sort of pro bono
someone in whom we had confidence to pick up basis? What alleviation does the Met OYce get for
what he has done and carry it forward and develop eVectively helping and playing its part in defence
it. diplomacy activity by carrying out additional work
Mr Hutchinson: In terms of the Mobile Met Units, such as that?
they are wholly operationally controlled by the Mr Hutchinson: It is not tied to the role of theMobile
Armed Forces. There is no separate chain of Met Unit per se. They are very good ambassadors
operational command that comes out of the Met for the Met OYce going abroad and therefore, in
OYce to the Mobile Met staV in theatre. As RAF many cases, when you are trying to reconstruct the
reservists, they are tasked directly by the Met service of a country whoseMet service itself has
commanding oYcer of the unit that they are degraded through natural hazards, war or whatever
attached to and who they support. the reason might be, the Met OYce does get invited

to help play a role in restoring that capability. That
can take the form of training. It can take the form ofQ287 Linda Gilroy: At the height of Operation

TELIC, there were six teams, 23 staV, deployed and us taking on the responsibility for a short period of
time and generating weather forecasts for thatthen coming back. What sort of welfare support is

there for their families and for them when they particular patch of the globe. In terms of the
financial aspects—is it pro bono? Is it a commercialreturn? How does that work?

Mr Hutchinson: They are RAF reservists and the business opportunity?—it is a mixture. We tend to
try and recover costs any way that we can, where thewelfare support services that are available to all

reservists are of course available to them. It is a cause country involved is capable of meeting those costs.
Sometimes we charge marginal costs or provide itof some consideration within the Met OYce as to

whether or not the Met OYce could put in place relatively free of charge simply because the
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circumstances determine that the defence and were proposing this review, you were asked to
conduct it through the department. The issue thoughdiplomacy requirements are stronger than

commercial priorities, but that is a case by case is very much one for the Secretary of State’s oYce
and therefore, if there is a proposal, it should bedecision.
directed through that channel.
Chairman:This is the beginning of an issue which weQ291 Chairman: When we visited Exeter we were

very impressed by the work that the Mobile Met will certainly pursue.
Unit does. I have one more question but there are
things that we will write to you about, about the Q292 Mr Havard: Throughout the discussion there

has been discussion of various reviews that are goingfuture of military Met requirements, the trial at
RAFWittering and the research function at Hadley. on and preparatory work for comprehensive

spending review activity. During that you talkedI hope you can answer those questions when they are
put to you.8 My question arises out of Mr Andrews about something I did not quite understand, the

quinquennial review. Is that a formal process? Iftelling us that the chief executive is personally
accountable to Parliament. We have just now heard there is something we need to know about the

quinquennial review and its timing, perhaps youthis withMrHutchinson answering questions about
the Mobile Met Unit. We welcome that. Clearly, could give us some further information about that.9

Mr Andrews: Every five years every trading fund isMinister, your welcome for this inquiry is much
appreciated. There is what I hope is a minor issue subjected to the formal process of what is called a

quinquennial review, whereby people stand backwhich I would like to raise with you though. When
we wrote to the chief executive of the Met OYce and say, “On the basis of the experience of the last

five years, is there anything . . . ?”about this inquiry, the answer we received was that
we should correspond with the Ministry of Defence.
That strikes us as being symptomatic of an Q293 Mr Havard: That is specifically for trading

funds?unnecessarily unfortunate relationship between the
Ministry of Defence and the select committee and Mr Andrews: Yes.
possibly the relationship between the Ministry of
Defence and theMetOYce. It fits not frightfullywell Q294 Mr Havard: Are they all done independently

and brought together collectively? I do not want towith the chief executive’s personal accountability to
Parliament. When Mr Andrews said that, we would prolong the agony but if you could give us some

description of that process perhaps we could comehave welcomed that but I wonder whether you could
reconsider, first, the relations between the Ministry back with more intelligent questions about it.

Mr Andrews: I believe it is a public process. It is allof Defence and the Met OYce in terms of this
question that I am asking and, second, discussions agencies across government. It is not unique to the

department. It is a Treasury requirement.which we as a select committee would like to have
with agencies into which we do inquiries in the
future. Q295 Chairman: Is it included in your annual

accounts reference to that?Mr Watson: I have indicated that when I see the
report, if this is a recommendation, I will take it on Mr Andrews: Apparently we do not do them any

more. The quinquennial review that I was talkingboard very seriously. I would want to understand
exactly what that means in terms of the relationship about was something which took place in 2002/3.

That was the origin of the restructuring of themore fully before I commit to you now but, when I
read the report, if this argument is put, I will take it funding arrangements that came out of that. That

was also the basis uponwhich the decision was takenvery seriously.
Mr Andrews: If I can clarify what I said, the chief that the trading fund was the appropriate structure

for the Met OYce. That was done for all agenciesexecutive of theMet OYce is an accounting oYcer in
his own right so he is financially accountable as the and trading funds in the past. It is nowmuch broader

than that but I can let you have a note on it.9accounting oYcer to Parliament. As far as
accountability for the policy and performance of the Chairman: That would be very helpful, thank you. If

there are no further questions, may I thank all threeMet OYce is concerned, he is accountable through
his owner, who is accountable to Parliament, in this of you very much indeed for coming to give evidence

in a most useful session. We are most grateful.case the Minister. Therefore, that is why, when you

8 See Ev 60 9 See Ev 59
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Written evidence
Memorandum from the Ministry of Defence

Meteorological Office

Q1. The former Chief Executive and the former Finance Director departed within six months of each other.
The Chief Executive had only been in post for just over a year. What were the reasons for these departures?

The former FinanceDirector of theMetOYce,Mr PhilipMabe, formally transferred from theMet OYce
to the Ministry of Defence, at his own request, in January 2005. This followed an irretrievable breakdown
in his relationship with the then Chief Executive, Dr David Rogers.

Dr Rogers left the Met OYce on 15 July 2005, having announced on 21 April 2005 his intention to step
down later in the year. Dr Rogers explained at the time that he was leaving because of changed personal
and domestic circumstances, following his recent marriage.

On Dr Rogers’ departure, the Deputy Chief Executive, Mr Mark Hutchinson, took the role of acting
Chief Executive

Q2. Page 4 of the Met OYce Annual Report and Accounts 2004–05 refers to a new Chief Executive in 2005–06.
What progress has been made in appointing a new Chief Executive and what are the reasons for the delay? Who
is responsible for the appointment?

Responsibility for appointing the Chief Executive of the Met OYce lies with the Ministry of Defence.

When Dr Rogers initially announced his intention to depart, it was envisaged that he would leave during
Autumn 2005. In the event, for a variety of reasons, including rather better than expected progress in
developing the corporate plan, he left in the Summer. On advice from recruitment professionals, MoD
decided that September was the most propitious time to launch the competition for a new Chief Executive.
Following a process of sifting and psychometric evaluation, formal interviews were held in January before
a selection panel chaired by a Civil Service Commissioner.

The aim of the selection process was to identify a candidate with world-class leadership credentials in both
the scientific and business fields. Having interviewed a number of credible candidates, the panel concluded
that none had the all-round calibre to justify appointing them to the Chief Executive post in the longer-term.

In view of the need for continued stability at the top of theMet OYce, and noting the excellent leadership
provided by the acting Chief Executive following Dr Rogers’ departure, the Under Secretary of State for
Defence announced on 27 January 2006 thatMrMarkHutchinson would take over as Chief Executive until
Spring 2007.

The MoD will now reflect on how best to approach the recruitment market later this year to appoint a
successor to Mr Hutchinson.

Q3. Page 12 of the Annual Report makes reference to the United Kingdom Hydrographic OYce (UKHO), a
“sister-agency of the Met OYce”. Working Groups have been set up to discuss ways of improving co-operation
between the Met OYce and the UKHO and to identify business developments that “may be mutually beneficial”.
What specific progress has been made in improving co-operation and identifying business developments? Both
organisations were also looking at ways in which eYciency could be improved. What eYciency improvements
have been identified, and what are the likely savings?

TheMet OYce and UKHydrographic OYce have maintained an active dialogue over the past two years
and have identified a number of potential benefits from closer cooperation and greater exchange of ideas.

Joint Modelling Workshops have been held to provide both parties with the opportunity to learn more
about the other’s capability in modelling diVerent aspects of the ocean environment. This has enhanced our
understanding of the range of solutions thatmight be oVered to customers. This exchange of ideas is ongoing
at the level of individual areas of expertise, for example UKHO bathymetry which has helped us identify
how this could help improve the accuracy of our prediction models in coastal and confined areas and our
own ocean forecasting capability which could help UKHO customers with vessel routing to optimise fuel
saving.

Other discussions have focussed on ways of increasing cooperation in corporate services; for example
corporate communications, purchasing and training. TheMet OYce hosted a workshop which focussed on
corporate communications and resulted in joint promotional material at the Southampton Boat show
promoting Met OYce services on the UKHO stand. We also plan joint usage of Met OYce car hire and
travel arrangements. On general procurement matters, value for money deals with the private sector
providers have been secured by the Met OYce and these along with wider access to our enabling
arrangements for the procurement of electronic spares have been oVered to UKHO.We also share training,
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notably the Chartered Institute of Marketing series of courses which were delivered at the Met OYce with
the cost of the course shared between the two organisation. The two organisations are also looking into the
establishment of joint promotion assessment centres, using the existing Met OYce arrangements.

Only modest levels of financial eYciencies have been identified to date, but both sides recognise the
potential for greater savings from initiatives such as combining common services (eg HR, finance). These
are being currently examined but it is not possible at this early stage to determine the practicality of
implementation or the level of savings from any merged services.

Q4. Page 16 of the Annual Report notes that the Met OYce has been working with the Ministry of Defence
to develop the “Future Defence Environment Capability (FDEC), which combines environmental information
from a number of sources to create a single view of the battlefield environment”. What progress has been made
in developing FDEC, and when will the capability be fully operational? What is the expected cost of having this
capability and what benefits are expected to be delivered from it?

Future Defence Environment Capability (FDEC) is part of a wider initiative, linked to the introduction
of Network Enabled Capability, to give operational commanders accurate and coherent geospatial
information about the battle-space in which they must operate. FDEC focuses on ensuring that
commanders have the best available digital maps, hydrographic charts, weather forecasts, and other
relevant environmental information to enhance shared situational understanding and enable decision
superiority. FDEC seeks to provide this by ensuring eYcient and eVective delivery of coherent high quality
data from the Met OYce, UKHO and other sources via an “Environmental Fusion Capability” (EFC)
which will deliver the Recognised Environmental Picture to commanders.

FDEC is a continuing initiative. Key achievements to date have been the establishment in 2004 of a
Defence Intelligence Joint Environment (DIJE) organisation to oversee and co-ordinate strategic
development of the capability. The Met OYce funds one of the Deputy Director posts in the DIJE and
provides a part-time staV oYcer to work on the EFC Implementation team. The Defence Procurement
Agency is due to complete Concept Phase work for EFC by February 2006. Decisions on the way ahead will
be taken in the light of the outcome of that work.

If approved, the EFC capability could be in place by 2010, at a net cost of around £10–£15 million over
20 years.

Q5. Page 17 of the Annual Report states that “The Mobile Met Unit (MMU)—our Sponsored Reserve Unit
of the RAF—works alongside the UK Armed Forces and has supported British and allied troops throughout the
world in 2004–05”. How many members of the Met OYce are members of the MMU? Given the number of
operations involving UK Armed Forces in recent years, has the MMU experienced over-stretch? If so, how has
this been addressed?

The Mobile Met Unit is based at RAF Scampton, having moved there from RAF Benson in 2005. The
current strength of the unit is 73, comprising 32 deployable forecasters, eight deployable observer/support
staV, 15 HQ staV including deployable engineers, and 18 non active staV including those under training. All
MMU staV remain Met OYce employees despite their sponsored (RAF) reserve status. Since 2002 the Met
OYce has run campaigns to recruit directly into the MMU. The successful candidates undergo their
meteorological training in parallel with oYcer selection procedures and reserve oYcer training.

RAFHQSTC and theMetOYce haveworked together to look atmethods of activelymanaging resources
within the MMU to relieve the potential for over-stretch on numbers as highlighted in the following
paragraphs.

The MMU represents the most visible aspect of a wide range of services provided in support of out of
area operations by theMet OYce. TheCommandMetOYcer atHQSTCworks closely withRAFpersonnel
there to assess and prioritise the requirements of each deployment and to allocate MMU resource to those
which derive most benefit.

During the late 1990s it was clear that the MMU was becoming over-stretched as demands for their
services increased. Manning at this time was less than the defence manning levels required and a major
recruitment campaign was successfully carried out over a period of five years. During this time personnel
numbers have almost doubled. At the height of Operation TELIC, the MMU deployed six teams (total
23 staV) into theatre at one time (allowing for roulement). The unit also continued to support operations in
the Balkans at the same time. This was the period in recent history when theMMUwas at its most stretched,
requiring non active members to increase their readiness and deploy. However the MMU was able to meet
all its commitments. During intense periods such as this, exercise detachment are minimised or cancelled.

On some deployments it is possible to replace military with civilian personnel once the security situation
settles down. Met OYce forecasters who are not members of the MMU are then able to provide cover and
reduce the load on the MMU. The best example of this practice is in the Falkland Islands. Civilian Met
OYce staV replaced the MMU in 1985 and have since provided continuous cover.
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Once any combat or similar phase of an operation is complete, the Met OYce will usually try to make
contact with the local Met service and work with bodies such as the World Met Organisation to seek
international help to re-build local infrastructure and where necessary, re-train local staV. The MMU
carried this out very successfully in Bosnia-Herzegovina, Afghanistan and Iraq, with local facilities being
upgraded and in some cases, staV coming to the Met OYce at Exeter for training. Currently the MMU are
working with the IraqiMet Service in Basra, with an aim to hand over the observing function to them soon,
and forecasting possibly later this year.

Overall, these initiatives help to reduce the overall size ofMMUdetachments and/or shorten the time they
have to support operations. Looking to the future, the infrastructure created by the Future Defence
Environmental Capability project will enhance the infrastructure available toMMUdetachments andmake
it easier for them to work more closely with UK based centres providing a coherent environmental picture
and high quality meteorological guidance, so that deployedMMU teams can provide the best quality advice
to in-theatre commanders and other users.

Q6. Page 17 of the Annual Report refers to a report on the “Future Military Met Requirement” produced in
Spring 2005 and states that “the report—which involved all of the Armed Forces—will help us to align our
meteorological support with their changing requirements”. What changes are to be introduced following this
report and in what timescale?

In late 2004, theMet OYce, HQSTRC and Land Command commissioned a six month study into Future
Military Meteorology Requirement (FMMR) to identify the current and future meteorological
requirements of the RAF and Army.

Currently Met OYce personnel deliver meteorological services to RAF and Army front line units by
conducting tactical analysis and interpretation of meteorological environmental information at individual
station level. This arrangement is manpower intensive, costly and may not be the most beneficial way of
adding value to defence capability. Following the FMMR study, it has been decided to conduct a trial to
investigate the feasibility of delivering automated meteorological services to the RAF and Army, delivered
electronically from a remote location. The concept is that RAF and Army users will be able to “pull” or
“reachback” to the required meteorological products or advice on an as/when required basis. RAF
Wittering and RAF Cottesmore have been selected as the stations for the trial which will take place in the
Spring of this year.

These trials are part of a broader programme, now being overseen by the Defence Intelligence Joint
Environment organisation within MoD, aimed at improving meteorological support to all military users
including the Royal Navy.

Q7. Page 25 of the Annual Report (2004–05) states that “we installed the NEC SX-8—the world’s first
installation—doubling our computing power again. This system was up and running at the Met OYce in Exeter
by 21 February 2005”. What was the cost of procuring this “supercomputer”, and how did this compare with
the approved budget? Was this supercomputer acquired to the original project timetable? What benefits are
expected to be delivered from this supercomputer?

The Met OYce’s supercomputing facility is used to run both operational weather forecast and climate
prediction models. Improvements in super-computing capacity allow more model runs and higher
resolution with consequent improvements in accuracy. The SX-8 installation referred to in the question was
the second phase of a larger supercomputer upgrade. Both phases were dealt with through one contract with
NEC. These answers deal with the overall project, for completeness. The installation of the first phase
(SX-6) was coordinated with the move to Exeter.

Procurement was by means of a lease, rather than cash purchase. The total cost of the overall system
(ie the gross value of both SX-6 and SX-8 phases, as shown on the Met OYce’s audited balance sheet) was
£21.6 million—which was in line with the Best and Final OVer negotiated with NEC in 2002. The cost of
running the procurement exercise totalled £975k, against a budget of £847k. The overspend (£128k) was due
to the need to obtain external support once it had become clear that in-house resource was insuYcient to
staV the Bracknell to Exeter relocation project, plus the first phase (SX-6) of the project, simultaneously.

Target “In Service Dates” were broadly achieved, as shown in Table 1:

Table 1

PROJECT MILESTONES

Milestone Original Target Actual

Contract signature February 2002 May 2002
SX-6 in service November 2003 January 2004
SX-8 in service February 2005 February 2005
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A shortage of in-house staV resource during the procurement phase was subsequently filled by external
consultants, although a three-month delay on contract signature ensued. However, this did not result in a
slippage of benefits realisation, delivery of which was scheduled to start on installation.

The short delay in putting the first phase of the installation into service (SX-6 nodes) did not result in a
material delay in pull-through of benefits, as the machine was available for research, development and
testing purposes from December 2003.

The NEC SX upgrade in supercomputer capacity enables the introduction of an enhanced numerical
weather prediction system. Many components of this enhanced capability are now in place, and we are
beginning to see the evidence of their beneficial impact on our ability to forecast severe weather events. In
particular, we are less likely to be unprepared for future flash floods of the type that caused the Boscastle
disaster in August 2004 and have been able to predict more accurately than ever before the impact of the
tropical cyclone season. Post event analysis has shown that 2005 was our best ever year in forecasting these
types of events, and an independent assessment by the US National Hurricane Forecast Centre has
concluded that our model provided the best track guidance of any global model. An analysis of European
storms for winter 2004–05 also shows this to be our best ever winter in terms of forecasting their position
and intensity.

Q8. How much does the Met OYce expect to invest in satellites over the next 10 years? What procurement
expertise do Met OYce staV have to undertake the acquisition of complex equipment such as satellites and
supercomputers? Does the Met OYce call upon procurement expertise from other parts of the MoD, such as
the Defence Procurement Agency? Is the procurement of satellites (and supercomputers) undertaken in
accordance with MoD’s Smart Acquisition initiative?

Meteorological Satellites are becoming an increasingly important to the continuing improvement of
operational weather forecasting and theMet OYce, on behalf of the UK, manages significant investment in
them. Currently all investment in satellites is made via EUMETSAT. EUMETSAT is an Intergovernmental
organisation established by Treaty in 1986 which runs Europe’s contribution to the world’s operational
meteorological satellite programme—there are 19 Member States and 10 cooperating states. In addition to
Geostationary satellites, which are shown as fixed asset expenditure in the accounts, the Met OYce
contributes to Polar Satellites (which are currently funded, mainly, by MoD), Jason 2 and general
EUMETSAT running costs which are included in Operating Expenditure under International Services and
Subscriptions.

Control of EUMETSAT’s programmes and costs is through the UK’s membership of EUMETSAT
Council where the Met OYce represents the UK’s interests. The total investment by the Met OYce and
MoD—through EUMETSAT—are detailed in the following table. It should be noted that these are
estimates as future satellite replacement programmes and the split of costs within MoD has not yet been
agreed.

Geostationary Polar Satellites Jason 2 EUMETSAT Totals
(including (including Running Costs

£m w 2006 values Meteosat EUMETSAT
Second Generation Polar System
(MSG)) (EPS))

05/06— Met OYce 74 10 2 21 107
14/15 Rest of MoD 86 86

Not yet approved 75 21 3 99
(eg replacements)
MoD Total 149 117 2 24 292

These costs use an exchange rate of £1 % ƒ1.45 and are based on the current UK share of 16.64% (which is
based on relative Gross National Income (GNI)). The costs are thus likely to vary.

The technical and scientific development of the first satellite in a series (excluding the ground segment)
are handled and paid for through European SpaceAgency (ESA) contracts where normally theUK funding
comes through NERC.

TheMet OYce has its own purchasing team but maintains close professional links to other parts ofMoD
(eg DPA) and hence has adopted many of the Smart Acquisition principles, appropriately scaled to the size
of our projects and the organisation. When appropriate, the Met OYce uses procurement best practice
guidance and/or expertise from the OYce of Government Commerce (OGC) as well as from DPA.

As satellite procurement is managed through EUMETSAT it is not under the direct control of the Met
OYce. However, we seek to influence EUMETSAT’s procurement approach. For example EUMETSAT
uses full open competition in procurements following the procurement rules agreed betweenMember States
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(including the UK). The Met OYce is also actively engagement in establishing the user requirements, and
defining the missions and instruments to fulfil these requirements, using in-house expertise on relevant
technologies and their applications.

For the recent supercomputer procurement, we followed OGC’s guidance and used their Prince 2
principles for project management. Many of the principles are close to those of MoD’s Smart acquisition
initiative. Although systems are expensive, procurement of supercomputers is much simpler than many
procurements of similar magnitude. As a matter of policy, because the supercomputer is so critical for the
delivery of day to day services, the Met OYce chooses only to consider equipment that is expected to be
available commercially at the time of installation. This simplifies the procurement, and in particular reduces
the risk of procuring systems that are under development.

Q9. Page 36–37 of the Annual Report provides information on the Met OYce’s Key Performance Targets (for
2004–05 and 2005–06). In 2004–05 the Met OYce met three of the six Key Performance Targets. Please can
you provide information on the expected performance against the 2005–06 Key Performance Targets

The following table summarises the Met OYce Key Performance Targets and forecast performance
against them as of December 2005.

KPT Target Forecast

1. Forecast Accuracy
(a) NWP Index 114.9 116.3
(b) Probability of Precipitation (%) 85.5 85.4
(c) Max Temperature (%) 83.0 83.1
(d) Min Temperature (%) 78.0 77.8

2. ROCE 3.5% 3.9%

3. Commercial Profitability £2,800,000 £2,107,000

4. Support to wider HMG goals
(a) create CSAs with key central government customers by 31/03/06 On target
(b) incentivised pricing model with Defence customer by 31/03/06 On target

5. StaV Satisfaction benchmark by 31/03/06 On target

Although this is the latest formal forecast available and takes a balanced view of the risks and
uncertainties leading up the year-end, all KPTs still remainwithin reach and this outcome is whatMetOYce
management eVort is focussed on. Notably, there are some significant revenue opportunities which could
yet improve performance against the financial KPTs.

Q10. In the Statement on the System of Internal Control (pages 42–43), it is noted that “During 2004–05,
certain financial decisions were taken in circumstances which involved the potential to give rise to conflicts of
interest and which, with the benefit of hindsight, may not have been in the best interests of the Met OYce”.
What financial decisions were these and what conflicts of interest did these potentially give rise to? Did these
decisions result in any disciplinary action and, if so, what? What changes have been introduced to reduce the
risk of this happening in the future?

The decisions in question relate to the three stage investment of up to £500,000 in weatherXchange, a
joint-venture company set up between the Met OYce and other investors in 2001 (see question 13), and to
other related agreements, particularly new articles of association, shareholder agreements and a Data
Supply Agreement with the company.

These decisions potentially gave rise to conflicts of interest because, during 2004–05, some members of
the Met OYce Board also held executive and/or Board positions in weatherXchange.

In February 2005, the MoD’s Defence Internal Audit team (DIA) were commissioned to review the
circumstances surrounding Met OYce investment decisions in weatherXchange. Whilst the review
highlighted significant failures of governance, no evidence was found which resulted in disciplinary action
against individuals.

Since February 2005, widespread changes to internal Met OYce governance have been introduced and a
range of financial controls and approvals procedures now exist that will prevent similar circumstances
arising again.
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Q11. Page 58 of the Annual Report and Accounts provides details of Directors’ emoluments. Details of the
former Finance Director’s emoluments are not disclosed. On what grounds was consent given not to disclose?
Did the former Finance Director receive any additional payment (in addition to his salary) in connection with
his departure, and if so, how much? Did the former Chief Executive, who departed in July 2005, receive any
additional payment in connection with his departure and, if so, how much?

Under the Trading Fund Accounts guidance (relevant for 2004–05), the Trading Fund must obtain the
prior consent of the individual concerned before their emoluments can be disclosed within the Annual
Report and Accounts.

In the case of the former Finance Director, three attempts were made to obtain his explicit consent for
his emoluments to be disclosed. No response was forthcoming, therefore we had no alternative but to note
our accounts to the eVect that “consent to disclosure withheld”. The matter was brought to the attention
of theMet OYce Audit Committee when reviewing the Annual Report andAccounts who noted that whilst
this situation was unwelcome no sanction could be taken.

The former FinanceDirector transferred toMoDon his departure from theMetOYce and did not receive
any additional payment as a result. He subsequently left MoD in November 2005, on standard compulsory
early severance terms, as part of a department-wide early-release scheme.

The former Chief Executive did not receive any additional payment in connection with his departure.

Q12. Reference is made in the Annual Report and Accounts (page 70) to the “Relocation Report”. The report
records that the “move was completed in early 2004, ahead of schedule and within controlled costs”. How far
in advance of schedule was the move completed? What was the approved budget for the relocation and what did
the budget cover eg the cost of land and buildings? What was the outturn against the budget? Are there any
on-going costs relating to the relocation move and, if so, what are they? Is it still the case that the cost of the
relocation move is within the approved budget?

The relocation of the Met OYce from Bracknell to Exeter was a large and complex undertaking and
spread over more than four years, from the start of initial studies and planning in September 1999 to final
completion of moves in early 2004.

As far as the Exeter site was concerned the Met OYce relocation move was eVectively completed on
Thursday 18 December 2003; when the Under Secretary of State for Defence attended a flag raising
ceremony at the site. This was against a target date agreed with the Minister of 31 December 2003.

The approved net budget for theRelocation Programme, at the time of signing the contract to completing
construction of the building was £90.8 million.

This cost included all preparation costs (from the decision in 2000 to go ahead with a move) to
completion, including but not limited to planning application, purchase of land, design and build of the
building, costs of transferring facilities, domestic moves of staV and any exit costs, including anticipated
HR costs through to the end of the 5-year detached duty period (as appropriate) ie until November 2008.
Costs accrued prior to the decisions to relocate are not included but only amount to a very small amount
of staV costs. The costs of the main components are given below.

At the time of the setting of this budget—certain other activities were planned and budgeted within the
Met OYce (as business as usual) but which were then brought into the main Relocation Programme eg the
move of Meteorological Engineering Service from Beaufort Park to Watnall or the move of the Archive
buildings and contents. A second change in costs occurred as a consequence of changes in underlying
assumptions—in particular the planning assumption that 70% of staV would relocate (which was judged to
be the minimum required to retain core skills and experience) In reality 82% of staV transferred which led
to an increase in costs directly allocated to the relocation project but a reduction in overall spend as, on
average, recruitment and training of staV is more expensive than relocating existing staV. In a post project
audit, PKF independently assessed that the adjusted baseline including items falling into the first category
was £104.9 million. If the second tranche of costs were also included the baseline rose to £107.9 million.

The outturn figure (audited by PKF) is £106.2 million which includes forecast spend until 2008. This is
£1.3 million above the adjusted baseline costs audited by PKF but under budget by £1.7 million if costs due
to changes from planning assumptions are included—which were almost entirely due to relocating more
staV than assumed.

The ongoing cost and costs to date are detailed in the attached table along with the original and revised
baseline derived from the PKF report. In particular future HR costs are expected to be less than this
forecast.

Actual costs Future years Total Original Revised
(to March 2004) (to 2008) Baseline Baseline

Land Purchase 7.45 0 7.45 "< 8.39
Construction 83.43 0 83.43 80.62 83.12
Transition 16.60 0.14 16.74 16.74 17.10
HR (domestic) Relocation 21.79 3.23 25.05 24.43 27.40*
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Actual costs Future years Total Original Revised
(to March 2004) (to 2008) Baseline Baseline

Central Costs 8.91 0.04 8.96 8.46 9.05
Acquisitions and disposals 3.39 (40.20) (36.81) (36.88) (37.67)
(of sites)
Archive 1.10 0.28 1.38 " 1.37

142.68 (36.45) 106.20 90.85 107.91

< Was not included since the main element had already been purchased (Baseline assumed £8 million) and
during Relocation, the price was negotiated downwards (hence diVerence from £8 million) whilst a small
extra piece of land was purchased.

* Includes the £2.97 million adjustment discussed above.

The outturn figures above include forecast costs until 2008 and if both tranches of additional costs are
included in the baseline the programme is forecast to remain within budget.

Q13. The Met OYce has a £1.5 million investment and a 35% interest in weatherXchange Ltd. The company
went into administration in October 2005. What are the likely consequences of this for the Met OYce both
in terms of finance and reputation?

In 2001 the Met OYce established the Joint Venture company—weatherXchange—in partnership with
Umbrella Brokers and Medex Ltd. The aim of the company was to provide brokerage, data and services
to the global weather derivatives market which was forecast to grow rapidly in the light of rapid growth
in the US market. Following subsequent restructuring by Autumn 2005 the partners were the Met OYce,
Zions Bank, BHP Billiton and Medex UK ltd (the investment vehicle of Cindy Dawes who was also
Managing Director of weatherXchange).

The investment includes 4,990 ordinary shares (cost £0.5 million), which is 64% of the issued ordinary
shares—however voting rights were restricted so that the Met OYce could not control the company. The
35% interest stated in the question is based on figures quoted in the annual report which use the total
authorised ordinary shares, rather than the number issued. In addition, the Met OYce has issued 700,655
preference shares (these shares do not have any voting rights), cost £1 million.

As noted in the question, the Met OYce has made an investment of £1.5 million in weatherXchange.
The likely outcome of administration is that the company will be put into liquidation; hence this
investment will have to be written oV. In addition, there is an outstanding debt of £0.12 million—it is
expected that much of this will also need to be written oV. Both write-oVs will be included in the 2005–06
financial accounts. In addition, the Met OYce has underwritten expenditure related to weatherXchange
of £0.05 million, it is expected that much of this cost will be paid by the Met OYce.

In addition to the direct investment, since 2001 the Met OYce has incurred (or expects to incur) costs
of around £3 million through writing oV previous invoices, not charging for services provided and legal
costs. The expectation of future dividends was one of the factors used to justify previous financial
decisions, the likely liquidation of weatherXchange means that no return will be forthcoming. Some of
the legal costs will appear in the FY 2005–06 annual accounts—most of these costs are not a consequence
of administration.

Since weatherXchange went into administration, the Met OYce have continued to provide data and
other services to the administrators. The costs of these services are being paid. This is giving the
administrators the opportunity to realise value from the assets of weatherXchange. It is expected that
the Met OYce will continue to provide data services to any purchaser of weatherXchange’s operations,
thus raising additional income (charged on a normal commercial basis which will be agreed with the
purchaser).

Reputation

To date, there have not been any substantial impacts on the Met OYce’s reputation as a consequence
of the administration of weatherXchange. The Met OYce remains conscious of the risks in the future
and continues to work actively to mitigate these risks. As discussed in the answer to question 10, internal
controls have been strengthened considerably and the staV who led the Met OYce’s involvement in the
Joint Ventures no longer work for the Met OYce.

3 February 2006
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Further memorandum from the Ministry of Defence

1. The Committee raised a question about what has happened to the Met OYce Space Research, particularly
Sounding Rockets and Satellite Experiments.

The Met OYce is a little unclear about what this relates to specifically. The Met OYce did have a Rocket
Section that was part of the High Atmosphere branch. The work of this section focused on high atmosphere
ozone measurements and the profiling of stratospheric temperature. This was closed on 31 December 1979.

However we believe this question might relate to the Met OYce’s experimental space science group (the
Remote Sensing Branch) located on the QinetiQ site at Farnborough. The group was originally established
to develop new satellite instrumentation. More latterly its focus has turned to the assessment of potential
instrument capability and on developing techniques to optimise the design and use of instruments to gain
maximum benefits from satellite procurement and deployment. This work continues in Exeter. The group
were also involved with the calibration of satellite instruments on behalf of the European and US
environmental space programmes. This activity was operated as a commercial business unit and closed
down prior to relocation because it had become unprofitable.

2. The Committee asked why the Met OYce Annual Report and Accounts for 2004–05 stated that the Met
OYce had met three of its six Key Performance Targets (KPTs), whilst the MoD Annual Report for that year
showed the Met OYce as meeting four of its seven targets.

The Met OYce had 6 KPTs in 2004–05. These are defined below together with the audited performance
against target.

Target Actual

1. Forecast Accuracy (NWP Index) 113.9 113.7
2. Financial—Strategic Investments:

(a) Profit before strategic investment £15.5m £15.9m
(b) Strategic investment £5.8m to £6.8m £6.4m

3. Return on Capital Employed 3.5% in support of long term target of 3.5% 7.6%
from April 04 to March 09

4. Direct Service revenue Growth Government 4.1% 5.7%
Non-Government 4.1% 0.0%
Maintain profitability at 7.9% 10.6%

5. Freedom of Information Set up procedures for 1 Jan 2005 Met
6. EYciency Establish measure Not met

KPTs 2, 3 and 5 were achieved. The other KPTs were missed; in particular KPT4 was missed because the
non-Government component of the overall growth target was not met. In the MoD Annual Report KPT
2, parts (a) and (b), were reported as two separate (achieved) targets and hence recorded that theMet OYce
had met 4 out of 7 KPTs. The Met OYce acknowledges that this has led to confusion and will ensure in
future (with MoD) that there is a consistency between the reporting of performance in the two sets of
accounts.

Additionally, an advanced copy of the KPTs for 2006–07 has been provided for information. The
Committee will note that the target set for 2006–07 provides a much clearer description of the conditions
for which multiple targets will be achieved.

Proposed Key Performance Targets 2006–07

Key Performance Targets have been set for the Chief Executive of the Met OYce for financial year
2006–07. The targets are designed to drive further improvements to the Agency’s performance and are as
follows:

KPT 1. Forecast Accuracy: To achieve 3 out of the 4 following forecast accuracymeasures. However any
failed element will be required to meet the same level as the FY 05/06 outturn for the overall KPT to be met:

(a) Improve the forecasting skill score, using the combined Numerical Weather Prediction (NWP)
Index, to at least 118.5.

(b) More skilfully predict whether Precipitation will occur in selected locations to achieve a skill score
of at least 0.345.

(c) Predicting Max Temperature to within 2 degrees accuracy 83.5% of the time.

(d) Predicting Min Temperature to within 2 degrees accuracy 79.0% of the time.

KPT 2. Commercial Profitability: To achieve a Commercial Profitability Target of £3.6 million.

KPT 3. ROCE: In line with Treasury requirements to achieve a Return on Capital Employed (ROCE)
of at least 3.5%.
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KPT 4. Support to wider HMG Goals: To achieve all of the following:

(a) To introduce fully costed output basedCustomer ServiceAgreements to all government customers
where agreed;

(b) Prepare for the introduction of incentivised pricing across all agreed areas of Government funded
services for 1 April 2007; and

(c) As a result of a) and b) to create a baseline for future output eYciency targets to be established
for FY 07/08.

3. The Committee requested a copy of the Employee Attitude Survey

The most recent survey results completed in May 2006 are provided below:

Employee Attitude Survey 2006

Prepared by Accord Marketing and Research and Gavin Brown, Met OYce Marketing Strategy and
Research Manager, May 2006

— Survey response % 69% (1184 staV responses).

— Where results do not add up to 100% this is due to: (a) computer rounding, or (b) the question was
a multi-response or open question.

Q1 How far do you agree or disagree with the following statements?

(2004 EAS results in brackets)

Strongly Disagree Neither agree Agree Strongly
disagree nor disagree agree

I have a good understanding of 4% 18% 26% 47% 5%
the top-level objectives
(2004 EAS comparison) (46% disagree) (21% (33% agree)

neutral)
I have agreed SMART objectives 7% 20% 17% 48% 8%
with my line manager
I understand how my work 3% 12% 21% 50% 13%
contributes to the organisation’s
top-level objectives
I have confidence that the 16% 34% 37% 13% 1%
Corporate Plan is achievable
The Corporate Plan will help to 11% 22% 44% 21% 2%
retain world-class status
I am proud to work for the 7% 9% 21% 45% 19%
organisation
(2004 EAS comparison) (9% disagree) (20% (71% agree)

neutral)

Q2 How well do you feel the following Corporate Plan staV pledges are being met?

Very poor Poor OK Well Very well

Cultivating a one-team culture 23% 43% 29% 5% 1%
Ensuring the correct mix of skills 10% 36% 45% 9% 1%
to deliver core objectives
Demonstrating organisational 28% 38% 26% 8% 1%
excellence/leadership
Rewarding achievement 18% 37% 34% 11% 1%
Promoting job satisfaction 22% 40% 29% 8% 1%

Q3 Overall, how well do you think the Met OYce is doing at implementing the Corporate Plan?

Not very well 33%
Quite well 35%
Very well 2%
Not sure 30%
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Q4 The Met OYce continues to develop its brand, with its associated values and behaviours. With this in mind,
please tick which of the following statements you agree with:

(2004 EAS results in brackets)

I understand the brand 58%
(65%)

I understand the relevance of brand values and brand behaviours to my job 47%
(47%)

The brand is not relevant/applicable to my work 24%
(25%)

The brand is a positive asset for the Met OYce 50%
(46%)

Q5 How much do you agree or disagree with the following statements about management at the Met OYce?

(2004 EAS results in brackets)

Strongly Disagree Neither agree Agree Strongly
disagree nor disagree agree

I am clear about the management 8% 23% 24% 41% 3%
structure
(2004 EAS comparison) (37% disagree) (27% (35% agree)

neutral)
My team is well managed 7% 16% 18% 47% 12%
The organisation as a whole is 18% 38% 31% 13% 0%
well managed
The organisation as a whole is 20% 31% 35% 13% 1%
well led by the Executive
Overall, I have confidence in 23% 36% 27% 13% 1%
senior managers within the
organisation
I am treated with fairness and 7% 12% 21% 51% 9%
respect

Q6 StaV attitudes to leadership performance at the Line Manager, Programme Manager and Executive level,
in terms of:

(a) Providing direction

Very poor Poor OK Well Very well

Line Manager 5% 12% 33% 36% 14%
Programme Manager 10% 23% 41% 20% 6%
Executive 18% 33% 36% 13% 1%

(b) Respect for employees

Very poor Poor OK Well Very well

Line Manager 2% 5% 21% 42% 30%
Programme Manager 6% 16% 34% 33% 10%
Executive 15% 24% 38% 21% 3%

(c) Communicating with staV

Very poor Poor OK Well Very well

Line manager 4% 12% 28% 35% 20%
Programme manager 13% 24% 34% 24% 5%
Executive 15% 27% 41% 16% 1%
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(d) Commitment and drive

Very poor Poor OK Well Very well

Line Manager 5% 13% 32% 33% 18%
Programme manager 12% 22% 35% 24% 8%
Executive 18% 31% 39% 11% 1%

(e) Leading by example

Very poor Poor OK Well Very well

Line Manager 6% 14% 27% 36% 18%
Programme manager 11% 20% 37% 24% 7%
Executive 20% 30% 38% 11% 1%

(f) Creating an atmosphere of trust

Very poor Poor OK Well Very well

Line Manager 6% 9% 24% 37% 24%
Programme manager 14% 21% 34% 23% 8%
Executive 29% 31% 30% 10% 1%

Leadership performance of the Executive

(based on staV rating, ref. Q6)
Scoring system where 0 % very poor, 25 % poor, 50 % ok, 75 % good, 100 % very good

Leadership indicator: Providing Respect Communicating Commitment Leading by Creating
direction for staV with staV & drive example trust

Overall 36 43 40 36 36 31
Job level
SCS/JL1/2 41 50 46 40 42 37
JL3 35 43 40 35 34 30
JL4/5 35 40 38 36 35 29
Length of service
Less than 5 46 51 46 44 43 37
5–10 39 46 41 37 38 33
10! 32 40 38 33 33 28
Location
HQ 40 49 44 39 40 35
Civil centre 20 20 25 24 19 11
Defence station 29 35 37 31 30 23
Work pattern
Full-time day 39 47 43 38 39 34
Shift work 25 30 31 28 26 19
Part-time 42 48 45 48 42 39

Leadership performance of Programme Managers

(based on staV rating, ref. Q6)

Scoring system where 0 % very poor, 25 % poor, 50 % ok, 75 % good, 100 % very good

Leadership indicator: Providing Respect Communicating Commitment Leading by Creating
direction for staV with staV & drive example trust

Overall 47 56 46 49 49 48
Job level
SCS/JL1/2 53 64 51 55 55 54
JL3 46 55 44 48 48 47
JL4/5 47 55 47 46 48 45
Length of service
Less than 5 56 64 53 58 57 57
5–10 48 58 49 51 53 52
10! 44 53 43 44 45 43
Location
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Leadership indicator: Providing Respect Communicating Commitment Leading by Creating
direction for staV with staV & drive example trust

HQ 50 60 49 52 53 52
Civil centre 36 44 34 38 38 32
Defence station 37 45 41 37 37 36
Work pattern
Full-time day 50 59 48 51 52 52
Shift work 38 43 39 39 39 33
Part-time 51 63 50 59 52 51

Leadership performance of Line Managers

(based on staV rating, ref. Q6)

Scoring system where 0 % very poor, 25 % poor, 50 % ok, 75 % good, 100 % very good

Leadership indicator: Providing Respect Communicating Commitment Leading by Creating
direction for staV with staV & drive example trust

Overall 61 73 64 61 61 66
Job level
SCS/JL1/2 61 73 61 65 63 64
JL3 60 73 63 60 60 66
JL4/5 61 73 67 61 62 66
Length of service
Less than 5 65 77 68 65 64 69
5–10 60 72 63 61 60 65
10! 59 72 63 60 61 65
Location
HQ 62 74 64 63 62 67
Civil centre 63 77 67 62 63 70
Defence station 56 68 62 56 56 62
Work pattern
Full-time day 61 73 63 62 62 67
Shift work 60 72 66 58 60 65
Part-time 64 77 66 69 66 71

Q7 What would you use to gauge the Met OYce’s overall management performance?

Financial performance 13%
Level of absenteeism in my team 2%
Overall staV satisfaction 36%
Level of staV turnover 5%
My job security 7%
Delivery of outputs/targets 45%
Other (eg customer satisfaction) 6%

Q8 What aspect of leadership at the Met OYce needs the most improvement in 2006?

(open question) n%859

More open/honest communications 26% More realistic targets (resource issues) 5%
Be more appreciative of staV 14% Streamline management 4%
Increased consultation with staV (especially 12% Stronger line management skills 7%
experienced staV)
Greater accountability at senior level 8% Reduce “corporate speak” 9%
Fewer u-turns/changes in direction 18% Increase the profile of frontline stations 3%
Stronger leadership/focus/long-term 28% Better customer focus (more emphasis on 3%
direction (too reactive) investment/quality)
More timely information (on key issues) 2% Improve senior management skills 7%
Encourage greater team-working/less 10% Other 1%
duplication of tasks/more delegation of
responsibilities
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Q9 How far do you agree the Met OYce does a good job of keeping you informed about matters aVecting
you?

Strongly disagree 13%
Disagree 29%
Neither agree nor disagree 39%
Agree 16%
Strongly agree 3%

Q10 Most eVective communications method for delivering key news:

RANK 1* RANK 2 RANK 3

Corporate brief 29% 29% 21%
Team meetings 18% 16% 19%
Metnet 55% 22% 15%
Roadshows 3% 3% 5%
Corporate Q&A sessions 7% 8% 13%
Mercury (Hg) 1% 1% 4%
Line manager 23% 20% 22%
Other (eg newsgroups, email) 1% 1% 2%

* some respondents gave equal ranking by ticking rather than ranking options

Q11 How would you improve the way key corporate news is communicated to staV in 2006?

(open question) n%535

More personalised communications to 8% Greater opportunity and feedback on/ for 7%
diVerent teams/groups staV questions
Increased visibility of senior managers, eg 25% More visits to frontline stations by senior 3%
“Street” briefings managers
Introduce a team meeting “report” (for staV 4% Reduce the number of emails 2%
not able to attend)
Increase frequency of key bulletins 3% Use email to notify staV of Corporate Brief 1%
Ensure the timeliness of key news/better 21% Greater use of video conferencing/ 3%
cascading of information technology to convey key news
Less trivia and more focus on key news 15% Increase the use of email 5%
Increase the number of team meetings/make 12% Increase the profile of Mercury 1%
sure they happen
Include more positive news items/too 2% Increase the use of Metnet (esp. front page 14%
pessimistic for flagging up breaking news)
Improve the awareness of the Corporate 9%
Brief (eg announcement on Metnet front
page)

Q12 How satisfied are you with the following aspects of working at the Met OYce? Please tick each issue
on a scale of 1 to 7, where 1 is very dissatisfied and 7 is very satisfied.

1 2 3 4 5 6 7

Training & development 5% 9% 15% 22% 27% 18% 5%
Career prospects 15% 18% 20% 25% 15% 5% 1%
Relations with colleagues in 1% 3% 4% 8% 23% 42% 20%
your team
Relations with colleagues in 2% 3% 9% 23% 34% 25% 4%
other teams
Working environment 4% 9% 11% 17% 24% 28% 7%
Pay and benefits 7% 11% 18% 30% 23% 10% 1%
StaV welfare/support services 4% 6% 10% 35% 27% 15% 3%
Work-life balance 7% 9% 15% 21% 23% 20% 4%
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Comparison of workplace issues with EAS 2002 and 2004

% of satisfied/dissatisfied staV* Satisfied Dissatisfied

2002 2004 2006 2002 2004 2006

Training & development 62 59 50 18 24 29
Career prospects 29 34 21 50 45 53
Relations with colleagues in your team 71 83 85 11 5 8
Relations with colleagues in other teams 42 59 63 28 16 14
Working environment 36 59 59 37 25 24
Pay and benefits 21 43 34 55 33 36
StaV welfare/support services - 41 45 - 17 20
Work/life balance 36 50 47 33 29 31

Q13 With regard to training and development at the Met OYce, how much do you agree with the following
statements?

(2004 EAS results in brackets)

Strongly Disagree Neither agree Agree Strongly
disagree nor disagree agree

I have a say over what happens in 11% 17% 16% 46% 9%
my job
I receive regular and constructive 7% 21% 23% 44% 5%
feedback on my performance
Poor performance is dealt with 13% 24% 41% 20% 1%
eVectively where I work
My performance has improved as 6% 16% 30% 42% 6%
a result of skills I have developed
over the past year
I find the Met OYce’s business 20% 37% 34% 8% 1%
processes helpful in my work
(EAS 2004 comparison) (47% disagree) (42% (11% agree)

neutral)
The people who manage me have 9% 14% 29% 42% 6%
the skills they need to deliver their
objectives
(Managers only) The people I 1% 9% 18% 65% 6%
manage have the skills they need
to deliver their objectives

Q14 How would you describe your overall satisfaction with working at the Met OYce?

Very dissatisfied 14%
Dissatisfied 21%
Neither satisfied nor dissatisfied 25%
Satisfied 36%
Very satisfied 4%

Comparison of satisfaction with EAS 1998, 2002 and 2004

% of staV 1998 2002 2004 2006

Satisfied 43 50 64 40
Neutral 27 24 18 25
Dissatisfied 30 26 17 35

Q15 How far do you agree that the Met OYce takes the following workplace issues seriously?

Strongly Disagree Neither agree Agree Strongly
disagree nor disagree agree

Environmental concerns 4% 11% 22% 55% 8%
Health and safety 2% 5% 12% 61% 20%
Equality and diversity 3% 6% 21% 58% 12%
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Strongly Disagree Neither agree Agree Strongly
disagree nor disagree agree

Workplace stress 11% 29% 31% 27% 3%
Harassment and bullying 6% 13% 29% 43% 8%

Comparison of seriousness of workplace issues with EAS 2004

% of staV who agree or disagree that the Met Agree Disagree
OYce takes the following issues seriously*

2004 2006 2004 2006

Environmental concerns 61 63 16 15
Health and safety 79 81 8 7
Equality and diversity 73 70 9 9
Workplace stress Na 30 Na 40
Harassment and bullying at work 64 51 9 19

* StaV also had the option of neither agree nor disagree.

Q16 In the past 18 months do you feel you have suVered from harassment or bullying at the Met OYce?

Yes 14%
No 86%

(b) Would you know what action to take if one of your colleagues harassed or bullied you, or someone else?

Yes 85%
No 15%

(c) Are there any ways in which you think the Met OYce policy on harassment and bullying could be improved?

(open question) n%196

Higher profile given to the issue, eg outcomes of cases 14%
Ensure the policy is applicable throughout the organisation/all grades 24%
Better training for managers in dealing with issue 16%
Stronger enforcement of the policy 21%
Increased awareness of what the policy is 9%
Make it easier to send anonymous concerns/overcome fears of reprisal 11%
Clarify what harassment is 8%
Simplify the reporting process 5%

Q17 How far do you agree that it is safe to speak up and challenge the way things are done at the Met OYce?

Strongly disagree 11%
Disagree 28%
Neither agree/disagree 26%
Agree 32%
Strongly agree 4%

Q18 To date, what do you think have been the main outcomes for relocating the HQ to Exeter?

Improved mobility between front line 4% An impressive HQ to show clients 62%
stations and HQ
Enhanced pride 24% More isolated from clients 53%
Better team working/contact between staV 40% More eYcient working practices 13%
Local issues (eg cost of housing) 15% Good quality of life 44%
Modern facilities 65% Easier to recruit/retain staV 10%
Reduced mobility between front line 24% Relocation problems 32%
stations and HQ
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Q19 Are there any other comments you would like to make about working at the Met OYce

(open question) n%386

Need to reduce bureaucracy 10% Improve the physical working environment 9%
(eg open-plan issues)

Need more management accountability (eg 3% Greater recognition of the detrimental eVect 25%
for poor performance) on morale of the last 18 months
Re-organise the grading system 3% Stronger scientific emphasis/investment 10%
Improve job security 7% Revise/simplify pay scales 7%
Improve career prospects/path (eg for non- 12% Encourage a stronger customer focus 7%
scientific staV) (innovation, staV ideas)
Too much cost-cutting 9% Transport issues (eg cycle facilities) 1%
Clarify what role/priority should be given to 11% Better support for homeworkers/ 1%
the commercial side (unclear) shiftworkers
A more pressurised working environment 7% More recognition for frontline stations 8%

4. The Committee asked the Met OYce if, in addition to clarifying the reporting of KPTs, it would
provide internal performance target data.

The internal Met OYce performance targets set in the year 2005/06 are provided below. These targets
are in the process of being updated for 2006–07.

Creating Value

Target Lead Director Current Status

(a) To create a measure to assess research pull-through J Mitchell Not achieved
by end of FY 05–06

(b) To reduce overheads to £23.4 million by 07–08 D Formby On Track
(c) To create a contact management regime by end 05–06 I Carlson On Track—to meet

rescheduled timescale of
06–07 in line with MoD
loan

(d) To maintain an average ROCE of 3.5% until end D Formby On Track
08–09

Services to the Public

Target Lead Director Current Status

(a) To have a completed international strategic plan by J Mitchell Top level rolled out to
Dec ‘05 staV. Future

milestones to be
agreed and announced

(b) To have a new data licensing policy in place and D Formby Completed
published by end of FY 05–06

Services to Central Government

Target Lead Director Current Status

(a) To complete business development plans for central M Hutchinson Completed
Govt. customers by end 05–06

(b) To transfer customers to “fees & charges” pricing by M Hutchinson Completed
end FY 05–06

(c) To have oVered and, where appropriate, implemented M Hutchinson On Track
incentivised pricing schemes with central govt.
customers by end FY 07–08

(d) To grow public sector revenue by 3% by end FY09/10 M Hutchinson On Track
from the “fees and charges” baseline in FY06/07

(e) To define our NMP outputs robustly by end FY M Hutchinson Completed 05–06 target
05–06 (and to make an average saving of 3% per
annum over the period FY06/07-FY09/10 from the
FY 05–06 baseline)
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Target Lead Director Current Status

(f) To define our underpinning Defence Programme M Hutchinson Completed
outputs by end FY 05–06

(g) To achieve eYciencies in the PMS Programme of 5% M Hutchinson Achieved 05/06 target
in FY 05–06 (and for like-for-like costs of 4% in
FY06/07 and 3% per annum until FY09/10)

Services Provided on a Competed Basis

Target Lead Director Current Status

(a) To develop a new trading model ready for start FY I Carlson On Track
06/07

(b) Profitable commercial trading under the new model I Carlson On Track
by end FY 06/07

Organisational Excellence

Target Lead Director Current Status

(a) End of FY09/10 at least 5% of our projected staV D Formby Target (use of FTAs)
numbers will be employed on fixed-term being reviewed
appointments or contracts of a non-permanent
status.

(b) To implement the Business Impacts Model by end D Formby Completed
FY 05–06 (and to review eVectiveness by September
07/08)

(c) To renew and extend accreditations for ISO & IIP D Formby On Track
(d) To meet the minimum reporting standards of Good D Formby Completed

Governance by end FY 05–06
(e) To have implemented measures of the eVectiveness of D Formby Measures proposed and

governance for MOB & Executive by end FY 05–06 issued to MOB. To be
discussed 24 April

(f) To present risk management in fiscal terms by end FY D Formby Completed in early April
05–06 06

(g) To have a transparent compliance process in place by D Formby Completed
the end of FY 05–06

22 May 2006

Further memorandum from the Ministry of Defence

A note to explain the review (or reviews) taking place in relation to the Met OYce, including the questions
being asked (or terms of reference, as far as they exist), why DARA is being excluded, what alternative business
models would be considered for MoD agencies and what are the timeframes for completing the review and
making decisions. (Qq 212—223, Q 242, Qq 292-295).

In preparation for the Comprehensive Spending Review, and as part of a wider examination of defence
support services, the structure and ownership of MoD’s Trading Funds are being re-examined with a view
to determining whether there is a case for change. It is misleading to describe this work as a ‘review’, as this
has connotations of a formal study, against defined terms of reference, consuming significant eVort, and
potentially leading to firm recommendations for change. The current examination of Trading Funds can
better be thought of as precursor work to determine whether there is value in undertaking any reviews of
this kind, and if so what their terms of reference should cover, what options should be examined, howmuch
resource should be applied, over what timescale, and what outputs should be sought.

1 MoD’s five Trading FundAgencies are: ABRO,Defence AviationRepair Agency (DARA), Defence Science and Technology
Laboratory (Dstl), the Met OYce, and the UK Hydrographic OYce.
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In varying degrees, all Defence Trading Funds deliver vital support services (on a non-competed basis)
to MoD and other departments, and also generate ‘shareholder value’ to the taxpayer through full
commercial trading. The broad purpose of the examination currently in hand is to assess whether there
is any evidence to suggest that a change in structure, boundaries, status or ownership might help any of
the Trading Funds to perform better against either or both of these general aims.

Prior to a cross-government review by the OYce of Public Service (Executive Agencies in the 21st
Century) in 2002, these kinds of questions would have been addressed in “quinquennial reviews”, which
were required of all Next Steps Agencies (both Trading Fund, and On-Vote). In particular, a “prior
options” review was needed formally looking at all theoretical possibilities, including abolition,
privatisation, contractorisation, rationalisation and merger. The OPS review, however, argued for a more
streamlined, output-focussed approach, which recognised the diVering contributions made by diVerent
Agencies, and the adverse impact on staV morale of repeated “prior options” examinations. In taking
the approach outlined above, MoD is operating fully in line with this new policy, by ensuring that any
formal reviews which are instituted properly reflect the situation and circumstances of the Trading Fund
in question.

The possible alternative business models to Trading Fund status which are being examined for potential
future review include the following, as appropriate to individual organisations:

— Return to On-Vote operation

— Maintain existing Trading Fund status (either under MoD or another department)

— Merger with another relevant organisation

— Contractorisation

— Move to government-owned company or similar

— Full or part-privatisation

The aim is to reach a final view by Summer 2006 on the need, or otherwise, for a formal review of
structure and ownership in relation to each Trading Fund.

Finally, DARA has not been included in the examination of Trading Funds because its forward
strategy has only recently been established. On 2 February 2006, MoD announced the way forward for
DARA, following the outcome of the End-to-End Review of Air Depth Logistics support, which
transferred depth-support of RAF Harrier and Tornado fast jets from DARA St Athan to RAF Main
Operating Bases. This matter was examined in detail by the Committee in their recent Inquiry into
Delivering Front Line Capability to the RAF, (HC 557 dated 18 January 2006).

DARA’s Fast Jet business at St Athan, together with the DARA Engines business at Fleetlands in
Hampshire, is to close by April 2007. DARA’s Rotary Wing and Components businesses, together with
the remaining Large Aircraft (VC10 tanker) work remaining at St Athan, are to be taken to the market
to test whether sale might deliver improved eVectiveness and value for money for our Armed Forces and
a better long-term future for the workforce. Alternatively, these businesses could be retained within MoD
ownership. DARA’s Electronics business at Sealand North Wales will be retained by the MoD while we
optimise the Department’s future avionics support arrangements.

We hope to have reached a final decision on the future of DARA’s Rotary Wing/Components and
Large Aircraft businesses within the next 12–18 months.

A note on why funding from the MoD increased substantially from 2003–04 to 2004–05; and why funding
from civil government departments fell over the same period (Qq 227–228).

Upon the establishment of the Met OYce as a Trading Fund in 1996, funding for the underpinning
infrastructure necessary to support operational service delivery was disaggregated to a Core Customer
Group (CCG) comprising 18 of the Met OYce’s key Public Sector customers. An independent review
of the Core Programme conducted by Professor David Westbury in 2002 identified a number of
weaknesses in this arrangement: Share values were diverse, commitment and success of departmental bids
was disparate, and the requirement for unanimous agreement within the group reduced funding to the
lowest level of aVordability within the group.

Professor Westbury’s review formed the basis of proposals to repatriate funding to a single budget
line within MoD. The transfer of funds took place between 2004 and 2006 and resulted in a rise in MoD
revenue of £15,133k in 2004–05 increasing to £26,050k in 2005–06, with a corresponding reduction in
civil departments.
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If the trial at RAF Wittering is a success could automated meteorological services in the future reduce the
numbers of forecasters that you will need to deploy on operations in the Mobile Met Unit?

Currently,Met services atWittering, like most other UK and overseas stations and deployments at which
the Mobile Met Unit (MMU) is detached, are produced on site by forecasters and delivered to aircrew and
others by a range of methods including personal briefing2. In the trial Distant Prophet, due to complete
during 06/07, the provision of these services will be tested under two diVerent configurations:

Configuration A, in which all services are produced at a centralised location and delivered via electronic
means. Aircrew will be able to interact with forecasters by telephone, perhaps later by video conferencing;

Configuration B, in which services will be produced remotely, but at a centre specialising in support to
Joint Force Harrier. A reduced number of forecasters will still be available at Wittering to interact directly
with aircrew.

In both cases products will continue to be produced by forecasters. It is not planned as yet to use the
output from numerical weather prediction models directly, as it is felt that these do not yet have suYcient
resolution in the lowest layers of the atmosphere to meet the standards of accuracy and precision required
for military aviation forecasting.

The diVerences between Options A and B are to assess the degree to which forecasters add value above
centrally produced products and where the value is added, in the accuracy of the forecast information itself,
or in the knowledge that the forecaster brings to bear in assessing what impact the environment could have
on the conduct of the mission.

If Option A is successful future trials could extend the concept to operations, leading to an eventual
reduction in Mobile Met Unit numbers. It should be remembered however, that in an operation aircrew
are working in an unfamiliar environment, in which the atmosphere has diVerent impacts upon the aircraft
systems, sensors and weapons. Communications access back to the Met production centre may also be
reduced or over-stretched. There may also be a reduction in service quality as there would be no front line
deployed staV to pass back climate intelligence and build up the expertise of the production centre, in the
local small scale weather variations.

If Option B was more successful, the role of MMU staV would change, as they concentrated less on
producing forecast information and more on interpreting the forecast for aircrew and assisting them to use
that information to best eVect. There may still be scope for some reduction in MMU numbers, but not to
the extent as if Option A were more eVective.

To be eVective, Option A would have to be successful in the UK and on operations. If it is necessary to
retain deployable MMU forecasters for operations overseas, it is much more eVective for them to be based
on UK airfields when they are not deployed (rather than at HQ Exeter). In that way their skills are
maintained as civilian forecasters on military bases where they can increase their knowledge of howweather
impacts their station’s operations and build up relationships with the aircrew they will support overseas.
This concept ties in exactly with the RAF’s new Expeditionary Air Wing Concept.

Can you describe the aims of the “broader programme” that the RAF Wittering trial is a part of?

The FutureMilitaryMeteorology Requirement (FMMR) is a study which is investigating ways to deliver
less manpower intensive meteorological services to the Army and RAF at front line units.

The FMMR trial currently being conducted at RAFWittering by the AirWarfare Centre is to investigate
the feasibility of delivering an automated meteorological service. The trial will evaluate the use of the
Defence Meteorological Centre (DMC) at RAF High Wycombe providing remote meteorological services
to RAF Wittering.

If successful, the programme will deliver significant savings by delivering an automated service, removing
the previous resource intensive forecasting requirement and it will be broadened to encompass
meteorological support to wider military users once its outputs are determined.

The FMMR programme is very much aligned with the aims of the Future Defence Environment
Capability, which seeks to ensure that commanders have the best available Met and other environmental
information, fused into a coherent Recognised Environmental Picture. This will facilitate improved
operational planning, and situational awareness and assessment, at all levels of command in networked
warfare.

2 Services provided by the Met OYce at fixed military bases are provided by civilian forecasters. Some of these are members of
the MMU but only wear uniform when deployed on operations.
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How does the Met OYce’s scientific research support the objectives of the MoD?

The Met OYce’s scientific research supports the objectives of MoD in a number of ways.

In general, improvements in forecast accuracy, both in terms of short-range and seasonal forecasting, lead
to better forecasts for front line forces, leading to greater precision in the control of operations.

More specifically, the Met OYce’s research on climate change is of increasing importance in MoD policy
and planning. For example, the potential impact of climate change has been used to inform documents such
as Defence Strategic Guidance and Strategic Trends. The latter, produced by the Defence Concept and
Doctrine Centre, looks out 30 years at drivers for change in the world, including the physical environment.

In addition, MoD’s “The Strategic Defence Review: A New Chapter” talks about the importance of
network-centric capability and the ability to disseminate accurate, timely and relevant information. In this
context, the Met OYce has a dedicated programme of research and development, largely funded through
the MoD Science, Innovation and Technology organisation, focussed on delivering decision-superiority to
the Defence customer. Pull-through of R&D to operations facilitated by the Defence Meteorology
Programme is managed by the Defence Intelligence StaV, which funds the conversion of R&D into
operational capability. The following provides illustrative examples of current research and development
areas.

— Atmospheric dust forecasting and monitoring. Atmospheric dust has a significant impact on both
ground-based and airborne operations, including the performance of electro-optical (visible, laser
and infra-red imaging) systems. Using Met OYce expertise in Numerical Weather Prediction,
atmospheric transport and dispersion, observations-based research and satellite data
interpretation, a dust forecasting and monitoring system is under development with an expected
initial implementation date of 2008.

— Electro-optical forecasts: There is increasing reliance on electro-optical systems for both flying (eg
infra-red systems for night-time operations, night vision goggles), guided munitions and
intelligence gathering. These are strongly dependent on both the thermal signatures of targets
against their backgrounds (for infra-red systems) and the degradation of these signatures by the
atmosphere due to clouds, dust and moisture. An operational tool developed by the Met OYce,
Neon, delivers forecasts of likely sensor performance using NWP data (modifiable by a forecaster
if required) on tactical timescales. Neon is gaining functionality by pulling through science from
within the Met OYce and is fully integrated with other projects such as dust forecasting. It is an
example of an increasing trend of converting weather forecast information into impacts on specific
military systems.

— Radar propagation. Radar performance is critically dependent on the three dimensional
temperature and humidity structure of the atmosphere. The presence of strong vertical gradients
of temperature humidity (often associated with “benign” weather) may lead to conditions of both
extended and restricted radar coverage. A project is currently underway understanding our ability
to forecast this and the potential of the emerging high-resolution NWP capability to provide
enhanced guidance to the military customer.

Is there a tension between delivering a world-leading scientific research function and the requirements of a
trading fund to generate income? If so, how is this tension managed?

As a Trading Fund, the Met OYce generates income by selling added-value services. The source of that
added-value is theMet OYce’s world-leading scientific research function. At the same time, theMet OYce’s
trading status helps to focus that research on areas of greatest relevance to customers, and generates the
hard financial resources to fund it. There is therefore no tension between delivering aworld-leading scientific
research function and the requirements of a trading fund to generate income; rather the two are
complementary. The Met OYce has ambitious plans to ‘pull through’ more of its scientific knowledge and
expertise to support its commercial work thus generating additional income. This will help further to
enhance the Met OYce’s already enviable international reputation for scientific excellence.

15 June 2006

Letter from the Parliamentary Under-Secretary of State and Minister for Veterans
to the Chairman of the Committee

During your evidence session at theMet OYce on 11May, your colleague Linda GilroyMP asked about
the decision to centralise civil forecast production in Exeter and Aberdeen. In reply, Mr Steve Noyes,
Director of Production at the Met OYce, explained that the focus of activity at that time was the process
of selecting staV for the jobs in the new centralised organisation. Since that process has just come to an end
and aVected staV have been advised of the outcome, I thought it would be helpful if I wrote to you with a
progress report.
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I am pleased to tell you that the Met OYce has achieved a very positive outcome to this process. All
aVected staV have been oVered forecasting jobs in the new organisation. Indeed, some 73%of staV have been
oVered a job they applied for, albeit not necessarily their first choice. In addition, a number of staV have been
promoted as a result of their strong performance at interview.As youmight expect there are small number of
staV who will not be pleased with the outcome and these cases will continue to be dealt with sensitively.

I am also pleased to tell you that the overall project remains on-time and on-budget. Nevertheless, the
Met OYce will continue to manage this closely and carefully to ensure the key benefits of centralisation—
improved customer focus through regionally based adviser roles, reduction in costs of services, greater
operational flexibility of central skills, and improved consistency of forecasts—are realised. The next key
milestone is for all services to be operational from their new locations from 1 December 2006.

27 June 2006
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