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1 1 About this study 

The Court of Audit has been monitoring the procurement of the Joint 

Strike Fighter (JSF) as part of the ‘Replacement of F-16s’ project. The 

Court’s last monitoring report dates from October 2006 (Court of Audit, 

2006). The present report describes the situation as of September 2007. 

This initial chapter briefly describes the background to the monitoring 

exercise, its context and its purpose. The Court’s conclusions and a 

number of recommendations are then presented in Chapter 2. Chapter 3 

discusses the response by the Minister of Defence, the Minister of 

Economic Affairs and the Minister of Finance. The table at the end of Part 

I contains a summary of the main conclusions and recommendations. 

 

Part II of this report explains the findings underlying the conclusions and 

recommendations set out in Part I. 

 

 

1.1 Background 

In 1996 the Dutch government decided to replace its F-16 military fighter 

aircraft. In 2002 it identified the JSF as the best aircraft at the best price, 

thereby making it the most likely successor to the F-16. The government 

then also decided, with parliamentary approval, to take part in the JSF 

programme.  

 

The Court of Audit has been monitoring the procurement of the JSF ever 

since the decision in 2002 to become involved in the development of the 

aircraft.  

 

 

1.2 Cooperation agreements under the JSF programme 

The JSF programme is an international military cooperation programme 

for the development of the JSF. Details of the programme are laid down 

in a series of agreements known as Memoranda of Understanding (MoUs). 

These are binding declarations that set out the agreements between the 

partner countries.  
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2 In 2002 the Netherlands agreed to take part in the development of the 

JSF when it signed the System Development and Demonstration MoU 

(SDD MoU). Since our previous monitoring report Monitoring the 

Procurement of the Joint Strike Fighter, September 2007 

(Court of Audit, 2006) was published, the Netherlands has committed 

itself to a new phase of the JSF programme. It did so by signing the 

Production, Sustainment and Follow-on Development MoU (PSFD MoU) in 

November 2006. The PSFD phase comprises both initial production and 

production of test aircraft (the Low-Rate Initial Production, or LRIP, 

phase) and subsequent full-scale production (the Full-Rate Production, or 

FRP, phase). The PSFD MoU also covers sustainment and further 

development (‘updates’). 

 

In February 2007 the Production and Sustainment MoU (P&S MoU) 

between the Netherlands and Italy also came into force. This is a 

development of the PSFD MoU at European level, and is also known as the 

‘European Footprint’. In June 2007 the P&S MoU was also signed by 

Norway. A decision by Turkey is expected in December 2007. 

 

As things now stand, the Netherlands has thus signed three MoUs: 

• the SDD MoU 

• the PSFD MoU 

• the P&S MoU (European Footprint). 

 

The Netherlands plans to sign a fourth MoU, the Operational Test and 

Evaluation MoU (OT&E MoU), but as of September 2007 the government 

had not yet reached a decision on this. 

 

A summary of the various phases of the JSF programme and the 

cooperation agreements between participating countries is provided in 

Figure 1. 

 

 

1.3 Purpose and structure of the monitoring exercise 

The purpose of the monitoring exercise is to make the House of 

Representatives aware in good time of any risks arising from the 

implementation of the ‘Replacement of F-16s’ project. 

 

Our 2006 monitoring report drew attention to cost control risks arising 

from uncertainties within the ‘Replacement of F-16s’ project. These 

uncertainties concerned increases in the price of the JSF, the business 

case and the decision-making process. 
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3 The present report describes the situation as of September 2007. It 

discusses developments relating to the cost of the JSF programme, the 

role of Dutch industry (the business case and orders) and the JSF project 

organisation. We cannot yet fulfil our undertaking to the House to report 

on the OT&E MoU (Court of Audit, 2007), as this was still the subject of 

negotiations at the time when our study was conducted. 
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5 2 Conclusions and 

recommendations 

The Ministry of Defence and the Ministry of Economic Affairs are well on 

the way to clearing up as many of the uncertainties regarding the JSF 

programme as they can. They have gathered a great deal of information 

and presented it to the House of Representatives, including a breakdown 

of the different categories of estimated procurement costs in response to 

parliamentary questions (Ministry of Defence, 2007a). 

 

Despite these efforts, it seems very likely that decisions on the 

procurement of the JSF will be reached without a clear picture of the final 

costs. This uncertainty is to some extent inherent in a project that 

involves so many partners and variables. However, we believe there is 

room for improvement in the provision of cost information. We have also 

noted shortcomings in the way in which the JSF project organisation at 

the Ministry of Defence is preparing for the advent of the new aircraft. 

 

 

2.1 Price and costs of the JSF 

In 2006 we noted that the cost price of the JSF could not be validated, for 

the following reasons: 

 

• limited access to information; 

• uncertainty about whether the development costs will be recouped; 

• the agreements on cost ceilings; 

• the absence of a ‘not-to-exceed’ price. 

 

A year later, the situation is the same. The Ministry of Defence still has 

only limited access to information from the principal contractor in the 

United States, Lockheed Martin, and this seems unlikely to change. 

Although this does not relieve the ministry of its duty to do its utmost to 

obtain as much information as possible, it will probably never have a 

completely accurate picture of the cost price of a JSF aircraft. Another 

problem is that the Ministry of Defence does not have a full picture of 

what the JSF programme will cost the Netherlands. Moreover, the costs 
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6 cannot be compared, as the various ministries’ figures are based on 

different price levels and currencies. 

 

From the outset, the Ministry of Defence has sought the adoption of a 

method that will yield an identical unit price for all the partner countries: 

the level-line price. The level-line price and the overall costs are 

discussed in more detail below. 

 

Level-line price 

The Ministry of Defence has proposed to the other partner countries that 

the level-line price method be adopted. This means that each partner 

country will ultimately pay the same price for an aircraft, irrespective of 

its position in the production cycle. The ministry’s aim in making this 

proposal is to ensure that countries that wait longer before ordering 

aircraft do not obtain them more cheaply (the ‘learning-curve effect’ – 

see Figure 2). 

 

The level-line price can ensure that the Netherlands eventually receives 

compensation for the purchase of relatively expensive test aircraft in the 

initial phase of the programme. The disadvantage of this method, 

however, is that the final unit price of the JSF can only be determined 

towards the end of a production cycle. If the method is adopted, the final 

unit price of the aircraft will therefore not be known at the point when the 

government decides whether to purchase it. 
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7 Overall costs 

Not all the costs to the Netherlands of the JSF programme fall within the 

project definition used by the ‘Replacement of F-16s’ project organisation. 

The project covers: 

• participation in the SDD phase of the JSF programme; 

• technical and other preparations for the purchase of aircraft to 

replace today’s F-16; 

• encouragement of Dutch businesses to take part in the development 

and production of the JSF. 

 

The project organisation has not taken account of the costs arising from 

the P&S MoU. This MoU entails costs associated with participation, 

termination of the agreement, accession of new countries and provision of 

services, equipment and national facilities for general use. 

 

The costs of participation have not been quantified and are hence not 

included in the estimated costs of the project. Nor is it clear what 

services, facilities and equipment the Netherlands must make available 

free of charge to partner countries under the terms of the P&S MoU. The 

MoU does not specify this, and the range of items to be provided can be 

interpreted broadly. 

 

The project organisation has likewise taken no account of the 

supplementary costs of the JSF programme. It is not clear how these 

costs should be allocated to the project. If, for example, delivery of the 

JSF is postponed, the F-16 will have to remain in service for a longer 

period. In our view, the additional costs that this may entail should also 

be included in the costs of the project. It is not clear whether, and if so 

how, the Ministry of Defence will make provision for this. 

 

In the light of the available information, we have listed what we believe 

will be the overall costs to the Netherlands of the JSF programme (see 

table below). A complicating factor here is that the Ministry of Defence 

and the Ministry of Economic Affairs use price levels from different years 

and in different currencies.1 As a result, the costs are not comparable and 

cannot be added up. 

 

A more detailed list of the costs, together with explanatory notes, is 

provided in Part II and in Annexe 1. Annexe 2 also provides details of the 

‘JSF-related projects’ referred to in the table below. 

                                                   
1 Forward exchange contracts are often used in projects of this kind – including the purchase of the 

F-16 – as a hedge against exchange-rate risks. See also the report entitled A flight through time: 

audit offices and the F-16 (Court of Audit, 2002). 
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Table 1 Overall costs to the Netherlands of the JSF programme  

Type of costs Total Details 

Procurement costs EUR 5,461,000,000 • at 2005 prices (EUR 126 million 

for PSFD phase at 2006 prices) 

Operating costs (over 30 years) EUR 9,134,124,307 • at 2005 prices 

Grant for Concept 

Demonstration Phase (CDP)1 

EUR 90,756,040 • at 2000 prices 

• NLG 200 million (NLG  1 = EUR 

0.4537802)  

SDD MoU EUR 663,000,000 • at 2001 prices 

• net present value 

• discount rate 4% 

Business case income 

(royalties, financial contribution 

from industry, contribution 

received from Ministry of 

Economic Affairs, credit balance 

adjustment) 

EUR 298,000,000 • USD 1 = EUR 1.15 

• 85 aircraft 

• purchasing period 2012-2025 

• 50% likelihood of non-

recurring-cost waiver 

• total JSF production 4,500 

aircraft 

• at 2001 prices 

• net present value 

• discount rate 4% 

Dutch projects in SDD phase EUR 47,700,000 • at 2005 prices 

OT&E MoU Not known  

P&S MoU Not known  

JSF-related projects Not known  

 

Recommendation 

We recommend the Minister of Defence ensure that the House of 

Representatives is henceforth given a full picture of the overall costs to 

the Netherlands of the JSF programme, using a single price level and a 

single currency so that the costs can be compared. Costs that do not fall 

within the ‘Replacement of F-16s’ project definition but are nonetheless 

related to the procurement of the JSF should be presented in the 

selfsame manner. 

 

 



 

 

 

  

  

 Monitoring the Procurement of the Joint Strike Fighter 

9 2.2 Involvement of Dutch industry 

Business case 

In 2002 a calculation model was drawn up to allow the costs and 

expenditure arising from participation in the SDD phase to be compared 

with those that would be incurred if the aircraft were bought ‘off the 

shelf’. This model, or ‘business case’, revealed that participation in the 

SDD phase would be the more expensive option. Dutch industry reached 

an agreement with the State to offset the difference by remitting a then 

unspecified percentage of its JSF turnover to the State. 

 

Our 2006 monitoring report noted that there was still no clear picture of 

the amount of the future industry remittances, and hence that it was still 

not apparent how the Dutch contribution to development costs would be 

divided between the government and industry. 

 

As of September 2007, things were no clearer. Under the terms of the co-

financing agreement (CFA), the business case will be recalculated in July 

2008. The turnover remittance rate will then be determined, so that the 

amount of the remittance can be estimated on the basis of industry 

turnover forecasts.  

 

In recalculating the business case, the Ministry of Economic Affairs uses 

the following variables: 

• the number of aircraft to be purchased by the Netherlands; 

• the total number of aircraft to be produced; 

• non-recurring-cost waivers;2 

• the time of delivery; 

• the exchange rate of the US dollar; 

• the total costs of the SDD phase. 

 

Until 1 July 2008 the remittance rate will be 3.5%. However, the 

remittance rate from that date onwards will probably turn out a good deal 

higher. According to calculations by the Ministry of Defence and the 

Ministry of Economic Affairs on the basis of the above variables, the 

remittance rate would have been 5.17% if it had been recalculated on 1 

January 2007 (Ministry of Defence and Ministry of Economic Affairs, 

2007b). 

 

                                                   
2 ‘Non-recurring-cost waiver’ means a discount on development costs for off-the-shelf buyers. The 

variable of relevance to the business case is the likelihood of this discount being applied. 
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10 Order trends 

In 2006 we concluded that the number of orders received during the SDD 

phase in 2005 was less than expected (USD 310 million rather than USD 

800 million), but that the difference was partly made up by USD 320 

million worth of development orders during the LRIP phase. 

 

We now wish to qualify this conclusion. The expected USD 800 million 

was for orders received during the SDD phase (2001-2013). Furthermore, 

these were not only SDD orders, but also LRIP orders. At the time, the 

Ministry of Defence and the Ministry of Economic Affairs did not explicitly 

indicate the division of the USD 800 million into SDD and LRIP orders. 

The Minister of Economic Affairs now says she considers USD 300-400 

million for SDD orders and USD 400-500 million for LRIP orders to be 

realistic figures. 

 

The total number of orders for Dutch industry was estimated in 2002 to 

be USD 10.8 billion, including USD 800 million during the SDD phase. As 

of 2007, the Ministry of Economic Affairs sees no reason to adjust this 

forecast. At the end of 2006, the volume of orders totalled USD 679 

million (USD 313 million for SDD orders and USD 366 million for LRIP 

orders). 

 

 

2.3 Preparation by the Ministry of Defence for the 

possible advent of the JSF 

The audit departments of the Ministry of Defence and the Ministry of 

Economic Affairs have called the introduction and integration of ICT 

systems within the Ministry of Defence the main obstacles to preparation 

for the possible advent of the JSF. According to a study by the Ministry of 

Defence, the integration of two new ICT systems –  Enterprise Resource 

Planning (ERP) and the Autonomic Logistics Information System (ALIS)3 – 

poses a serious threat to programme implementation and the chances of 

the aircraft becoming operational on schedule, as the Ministry has no 

plans for the integration of the two systems that take account of the JSF.  

 

The Ministry of Defence states that the ERP system cannot be prepared 

for the possible advent of the JSF until after it has been introduced, which 

is so far not the case. At the same time, the Ministry relies for its use of 

ALIS on the development of software systems in the US. If this is 

delayed, there is a risk that the Netherlands will end up ordering its first 

                                                   
3 ALIS is an integrated information system that runs on US servers and is linked by networks to 

automated systems in the partner countries. 



 

 

 

  

  

 Monitoring the Procurement of the Joint Strike Fighter 

11 JSF before knowing to what extent this integrated system may hamper 

optimum deployment of the aircraft. Both ALIS and the forthcoming ERP 

system are crucial to the effective operation of the JSF. 

 

Another obstacle to preparation for the possible advent of the JSF is the 

small number of staff working on the Ministry of Defence’s JSF 

programme. Of the budgeted 20 FTEs, 6.5 were still vacant as of 

September 2007. The workload is therefore disproportionately high, and 

there is only limited backup. According to the Ministry of Defence, nothing 

is currently being left undone – at most, there are some delays. 

 

Recommendation 

We recommend the Minister of Defence to audit the IT governance of the 

Dutch part of the JSF programme. This will involve examining the use of 

information technology within the ‘Replacement of F-16s’ project, the 

management and control of IT use, and the relevant accountability and 

supervisory procedures. In this connection, we feel it is important to 

obtain a clear picture of risk management within the US project 

organisation. This may be of considerable value to the Ministry of 

Defence, for it can provide advance warning of potential problems with 

the integration of ERP and ALIS.  

 

We also recommend the minister increase the staffing of the 

‘Replacement of F-16s’ project organisation to the required level. 

 



 

 

 

  

  

 Monitoring the Procurement of the Joint Strike Fighter 

12 3 Ministerial response and 

afterword by the court of audit 

On 27 November 2007 the Minister of Defence responded to our report, 

for himself and on behalf of the Minister of Economic Affairs and the 

Minister of Finance. A summary of his response is provided in section 3.1. 

The full text can be found on our website (www.rekenkamer.nl). 

 

In the light of this response, we made a number of editorial amendments 

to the final text of the report. We also felt the need to add a brief 

afterword (see section 3.2). 

 

 

3.1 Ministerial response 

At the beginning of his response, the Minister of Defence says that he 

feels the title of our report creates the impression that a decision has 

already been reached about which aircraft to purchase. He points out that 

the government will not decide on this until 2010. 

 

The minister states that the ministries are endeavouring to provide the 

clearest possible information as far as prices and currencies are 

concerned. In this connection, use has been made of a clearly formulated 

project definition, which is also used in the annual reports on the 

‘Replacement of F-16s’ project. This definition forms the framework for 

the project. 

 

The minister points out that a number of the costs we list – such as the 

‘supplementary costs’ and the costs of the P&S MoU – do not fall within 

the project definition. However, he says, this does not mean that the 

amount of these costs is not known or that they have not been taken into 

account. He therefore feels it is wrong to include the costs of ‘JSF-related 

projects’ and the Concept Demonstration Phase in the various tables in 

our report. 

 

Nor does the minister share our view that his ministry will probably never 

have a completely accurate picture of the cost price of a JSF aircraft. He 

states that various reports by the US government contradict this view. He 
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13 adds that it is difficult to obtain as complete a picture as possible of total 

costs, and that for the time being this must often be based on estimates 

and assumptions. 

 

The minister also believes that the government will have a full picture of 

the final unit price if and when it procures the JSF and signs any relevant 

contracts. 

 

The minister states that the government’s main objective in seeking the 

adoption of a level-line price was not eventual compensation for the 

purchase of relatively expensive aircraft during the initial phase of the 

programme, but greater programme stability. This, says the minister, will 

be achieved by eliminating ‘bonuses’ for partner countries that postpone 

their orders for aircraft. He does not feel this is adequately reflected in 

our report. 

 

The minister considers we are premature in concluding that the eventual 

remittance rate will probably turn out a good deal higher when the 

business case is recalculated in July 2008. All the parameters will be 

reviewed in 2008. The eventual remittance rate is difficult to predict at 

this stage. 

 

The minister states that the risks we point out were already mentioned by 

him in the 2006 annual report on the project: 

• integration of ERP and ALIS 

• staffing of the project organisation. 

 

He states that the Ministry of Defence is making every effort to integrate 

the two information systems, and adds that this is an IT-related problem 

within the ministry, rather a problem specifically arising from the 

‘Replacement of F-16s’ project. 

 

The minister also states that the work now being carried out by the 

Defence Telematics Organisation and the ministry’s Information Supply 

and Organisation Department together with the ‘Replacement of F-16s’ 

project organisation is in line with our recommendation to audit the IT 

governance of the Dutch part of the JSF programme. These sections of 

the ministry are working together to identify and solve the problem, so 

that ERP and ALIS can be effectively integrated for the future. At present, 

the minister does not foresee any obstacles to operational deployment or 

support for the possible advent of the JSF in the Netherlands. As far the 

American part of the project is concerned, he can only rely on the reports 

published by the US government. 
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14 The minister then discusses the ‘Replacement of F-16s’ project 

organisation. Following the creation of six new posts in 2006, this now 

has a total of twenty posts, most of which have now been filled. In order 

to minimise pressure of work, ways of making optimum use of staff and 

specific expertise within the ministry are constantly being examined. The 

minister states that the working-group structure is specifically designed 

to keep risks to a minimum. 

 

Finally, he states that the audit departments of the Ministry of Defence 

and the Ministry of Economic Affairs are conducting a joint study on the 

quality of the ‘Replacement of F-16s’ project management in the light of 

relevant risks that arise in pursuing the goals of the project. 

 

 

3.2 Afterword by the Court of Audit 

We are aware of the ‘Replacement of F-16s’ project definition used by the 

ministries. As our report indicates, we have not confined ourselves to JSF 

costs that fall within the project definition, but have attempted to provide 

as complete a picture as possible of the costs to the Netherlands arising 

from the JSF programme. That is why the following items are included in 

our list of costs: 

• JSF-related projects; 

• the grant for the Concept Demonstration Phase; 

• the costs of the P&S MoU. 

 

We recommend the ministers give the House of Representatives regular 

details of programme costs that are related to the replacement of F-16s 

but do not fall within the project definition. 

 

The Minister of Defence states that he does not share our view that his 

ministry will never have a completely accurate picture of the cost price of 

a JSF aircraft. We would point out that the Dutch government has to rely 

on the cost information provided by the principal contractor in the United 

States, Lockheed Martin. Quite apart from the cost price, the final unit 

price will depend on the payment arrangements that are made, such as a 

level-line price. In that case, the final unit price will only be known at the 

end of a predetermined production cycle. 

 

We agree that it is difficult at this stage to predict the industry remittance 

rate. We therefore feel it is important that ministers should give the 

House of Representatives as clear and transparent information as possible 

on how the eventual rate is determined. 
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15 Integration of the ERP and ALIS information systems and staffing of the 

‘Replacement of F-16s’ project organisation are acknowledged by both the 

minister and the Court to be potential sources of risk. We are pleased 

that the Ministry of Defence is working to identify and solve the problems 

arising from integration of the two information systems. In this 

connection, we wish to draw the minister’s attention to our report entitled 

Lessen uit ICT-projecten bij de overheid (‘Lessons to be learned from 

government ICT projects’), published on 29 November 2007. 

 

We very much look forward to the findings of the audit departments’ 

study on the quality of the ‘Replacement of F-16s’ project management. 

In our view, a well-equipped organisation is vital to the success of a 

project as complex as this. 
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16 Summary of conclusions, recommendations and undertakings 

Relevant 

section of 

Part I 

Conclusions Recommendations Ministerial 

response 

Afterword by 

Court of Audit 

Price and 

costs of the 

JSF 

    

Section 2.1 Level-line price is a 

good way to achieve 

an identical unit 

price for all partners 

 Level-line price 

creates stability 

 

Section 2.1 No complete picture 

of comparable costs 

to the Netherlands 

of the JSF 

programme 

Present all the costs 

to the Netherlands 

of the JSF 

programme to the 

House of 

Representatives in a 

comparable way 

Ministries are guided 

by project definition 

We recommend 

ministers give the 

House of 

Representatives 

regular details of 

programme costs 

that are related to 

replacement of F-

16s but do not fall 

within the project 

definition 

 

Business 

case 

    

Section 2.2 The industry 

remittance rate will 

probably turn out 

higher than the 

current 3.5% 

 The remittance rate 

is difficult to predict 

Give the House as 

clear and 

transparent 

information as 

possible on how 

the remittance 

rate is determined 

 

 

Preparation 

for possible 

advent of the 

JSF 

    

Section 2.3 The introduction and 

integration of two 

new information 

systems within the 

Audit the IT 

governance of the 

JSF programme and 

obtain a clear 

Work now being 

carried out by the 

Ministry of Defence 

to identify and solve 
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17 Ministry of Defence 

pose a threat to the 

chances of the JSF 

becoming 

operational on 

schedule  

picture of risk 

management within 

the US project 

organisation 

the problems is in 

line with the 

recommendation on 

the Dutch part of 

the programme 

Section 2.3 High pressure of 

work because of 

unfilled posts within 

‘Replacement of F-

16s’ project 

organisation 

Increase staffing of 

project organisation 

to required level 

Audit departments 

are conducting a 

joint study on the 

quality of project 

management 
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PART II Findings 
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19 1 Introduction 

1.1 Background: decision to replace the F-16 

In 1996 the Dutch government decided to replace its F-16 military fighter 

aircraft. In 2002 it identified the JSF as the best aircraft at the best price, 

thereby making it the most likely successor to the F-16. The government 

then also decided, with parliamentary approval, to take part in the JSF 

programme. The Netherlands therefore signed the SDD MoU in June 

2002. In November 2006 the Netherlands signed the MoU on Production, 

Sustainment and Follow-on Development (the PSFD MoU). 

 

 

1.2 The JSF programme: phases and agreements 

The JSF programme is an international military cooperation programme to 

produce a latest-generation fighter aircraft. The aircraft is being 

developed and produced in several phases, some of which overlap: 

• The Ministry of Economic Affairs and the Ministry of Defence provided 

a grant for participation by Dutch industry. The purpose of this was to 

encourage businesses to take part in the first phase of the JSF 

programme, the Concept Demonstration Phase. At the end of this 

phase, the US government chose the eventual principal contractor. 

The grant was paid to the participating firms in 2000. 

• Initial development of the JSF has been taking place since 2001, in 

what is known as the System Development and Demonstration (SDD) 

phase. 

• Production of the actual aircraft will meanwhile commence, in what is 

known as the Production, Sustainment and Follow-on Development 

(PSFD) phase (2007-2052). 

• The PSFD phase comprises the Low-Rate Initial Production (LRIP) 

phase (initial production of the aircraft, including test aircraft) and 

the Full-Rate Production (FRP) phase (subsequent full-scale 

production, sustainment and further development, or ‘updates’). 

• Operational testing and evaluation of aircraft will take place in the 

Operational Test and Evaluation (OT&E) phase (2011-2013). 
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20 Details of the programme are laid down in a series of agreements known 

as Memoranda of Understanding (MoUs). These are binding declarations 

that set out the agreements between the various partner countries. 

 

As things now stand, the Netherlands has thus signed three MoUs:4 

• the SDD MoU 

• the PSFD MoU 

• the P&S MoU (a development of the PSFD MoU at European level, also 

known as the ‘European Footprint’). 

 

The Netherlands also plans to sign the OT&E MoU. However, the 

government has yet to reach a decision on this. 

 

A summary of the various phases of the JSF programme and the 

cooperation agreements between the partner countries is provided in 

Figure 1. 

 

 

 

                                                   
4 The signing of the first two (the SDD MoU and the PSFD MoU) was overseen by the JSF 

Programme Office (JPO); the third was not. 
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22 1.3 Purpose and structure of the monitoring exercise 

The Court of Audit has been monitoring the status of JSF procurement as 

part of the 'Replacement of F-16s' project and reporting on this to the 

House of Representatives. We want to able to give the House advance 

warning of any risks we observe in the implementation of the JSF 

programme. 

 

Our 2006 monitoring report (Court of Audit, 2006) revealed uncertainties 

regarding the following matters: 

• the cost of the JSF to the Netherlands in relation to the number of 

aircraft to be purchased; 

• the placing of orders with Dutch industry, which is to bridge the gap 

between the cost of buying aircraft ‘off the shelf’ and that of taking 

part in the development phase of the JSF programme; 

• the decision-making process from the start of the programme to 

actual delivery. 

 

In our view, these uncertainties exposed the 'Replacement of F-16s' 

project to cost control risks. 

 

In a letter of July 2007 to the House of Representatives (Court of Audit, 

2007) we undertook to discuss the following points in this report: 

• the MoUs; 

• the economic aspects such as the progress of the business case 

recalculation and orders for Dutch industry, status and registration; 

• the increase in the costs of the JSF programme. 

 

Chapter 2 of this part of the report examines the increase in the costs 

and the cost structure of the 'Replacement of F-16s' project. The above 

points will be discussed there, except for the economic aspects, which will 

be dealt with in Chapter 3. 

 

Chapter 4 then looks at the staffing and workload of the JSF project 

organisation, with reference to the reports by the audit departments of 

the Ministry of Defence and the Ministry of Economic Affairs and the 

report by the US Government Accountability Office (GAO). 

 

We cannot yet fulfil our undertaking to the House to report on the OT&E 

MoU, as this was still the subject of negotiations at the time of our study. 

 

The annexes to this part of the report include a summary of the costs to 

the Netherlands of the JSF programme (Annexe 1). As explained in 
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23 section 2.3, these diverge in some respects from the project definition 

used by the Ministry of Defence and the Ministry of Economic Affairs. 

Annexe 2 lists the JSF-related projects indicated in the 2006 annual 

report on the 'Replacement of F-16s' project by the Ministry of Defence 

and the Ministry of Economic Affairs. The other annexes explain the 

methodology and list terms and abbreviations. 
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24 2 Costs 

This chapter examines the increase in the costs and the cost structure of 

the 'Replacement of F-16s' project. 

 

According to the project definition used by the Ministry of Defence and 

the Ministry of Economic Affairs, the project covers: 

• participation in the SDD phase; 

• technical and other preparations for the purchase of aircraft to 

replace the current F-16; 

• encouragement of Dutch businesses to take part in the development 

and production of the JSF. 

 

However, we have not confined ourselves in this report to JSF costs that 

fall within this project definition, but have attempted to provide as 

complete a picture as possible of the costs to the Netherlands arising 

from the JSF programme. We have therefore also included the costs of 

the P&S MoU. The following sections discuss: 

• procurement and operating costs; 

• costs arising from the MoUs; 

• the business case; 

• orders placed with Dutch industry; 

• supplementary costs of the 'Replacement of F-16s' project. 

 

The costs of the JSF programme to the Netherlands are summarised in 

Annexe 1. 

 

 

2.1 Procurement and operating costs 

The estimated procurement and operating costs are the largest cost item 

within the 'Replacement of F-16s' project. This section will first discuss 

the procurement costs, focusing on increases in costs and the cost 

structure of the basic unit price of the Dutch version of the JSF, and will 

then look at the operating costs. 
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25 2.1.1 Procurement costs 

The Ministry of Defence has estimated the procurement costs for the JSF 

aircraft at EUR 5.461 billion (at 2005 prices). This estimate is based on 

an expected purchase of 85 aircraft and the related costs. These are 

shown in Table 1. 

 

Table 1: JSF procurement costs (at 2005 prices) 

Aircraft (85 in total) 3,573,000,000 

Initial training EUR 9,000,000 

Initial spare parts EUR 382,000,000 

Special tools and test equipment EUR 66,000,000 

Documentation EUR 8,000,000 

Simulators EUR 36,000,000 

Induction EUR 154,000,000 

Aircraft-related equipment  EUR 105,000,000 

Updates during production phase EUR 29,000,000 

Adaptation of Dutch infrastructure EUR 112,000,000 

Costs of PSFD MoU (up to 2025) EUR 126,000,000 

VAT EUR 861,000,000 

Total EUR 5,461,000,000 

(Ministry of Defence, 2007a) 

 

The procurement costs can be distributed over the entire production 

phase (see Table 2). 

 

Table 2: Costs of production phase (at 2005 prices)* 

2007 EUR 4,000,000 

2008 EUR 20,000,000 

2009 EUR 83,000,000 

2010 EUR 100,000,000 

2011 EUR 114,000,000 

2012 EUR 255,000,000 

2013 EUR 447,000,000 

2014 and thereafter EUR 4,438,000,000 

Total EUR 5,461,000,000 

(Ministry of Defence and Ministry of Economic Affairs, 2007b) 

*In the annual report this erroneously reads ‘at 2006 prices’. 

 

The figures in Tables 1 and 2 were forwarded to the House of 

Representatives at different times. Table 2 comes from the 2006 annual 

report on the 'Replacement of F-16s' project, in which the figures are 

erroneously stated to be at 2006 (rather than 2005) prices. The Ministry 
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26 of Defence states that not all the procurement costs are based on the 

same price level: 

• The costs of the PSFD MoU (up to 2025) (2% of estimated 

procurement costs) are based on 2006 prices. 

• The other procurement costs (98% of estimated procurement costs) 

are based on 2005 prices. 

 

All the costs in Table 1 (JSF procurement costs) are thus based on 2005 

prices, except the costs of the PSFD MoU, which are based on 2006 

prices. The Ministry of Defence has simply added these costs up without 

making any allowance for the difference. 

 

Table 2 is likewise based on two different price levels, but this cannot be 

seen, as in that table the ministry has made no distinction between the 

costs of the PSFD MoU and other production costs. According to the 

ministry, both tables should be at 2005 prices. In his replies to 

parliamentary questions in July 2007 about the 2006 annual report on the 

'Replacement of F-16s' project, the State Secretary for Defence therefore 

referred to 2005 figures (Ministry of Defence, 2007a). 

 

Basic unit price of the Dutch version of the JSF (CTOL) 

In order to determine the total procurement costs, it is important to be 

able to estimate the basic unit price of the aircraft, also known as the 

Unit Recurring Flyaway (URF) cost. 

 

Three types of aircraft are being developed as part of the JSF programme, 

each with different technical specifications and hence basic unit prices 

(estimated prices as of December 2006, at 2002 prices): 

• the Conventional Take-Off and Landing (CTOL) version: USD 47.6 

million 

• the Short Take-Off and Vertical Landing (STOVL) version: USD 66.5 

million 

• the Carrier version (USD 66.9 million). 

 

The Netherlands plans to buy the CTOL version. Over the years the 

estimated costs of this version have risen from USD 37.2 million as of 

October 2001 to USD 47.6 million as of December 2006 (both figures at 

2002 prices). This is shown in Figure 2. 
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In 2002 the Ministry of Defence informed the House of Representatives 

that the basic unit price of the CTOL version was USD 36 million (at 2000 

prices), assuming worldwide production of at least 3,002 aircraft. This 

corresponds to the USD 37.2 million (at 2002 prices) in Figure 2. The JSF 

Programme Office (JPO) based the information in Figure 2 on the 

following scheduled production figures: 

• 3,002 aircraft (October 2001) 

• 2,593 aircraft (December 2002, December 2003 and December 2004) 

• 3,089 aircraft (December 2005 and December 2006). 

 

These figures cover all three versions of the JSF. We were unable to 

determine which CTOL production figures the unit price of the CTOL was 

based on. As of January 2007, the production figure was 2,220 CTOL 

aircraft for the US and the partner countries. The scheduled procurement 

figure for all three versions (as of April 2007), as set out in an annexe to 

the PSFD MoU, is 3,173 aircraft for the US and the partner countries. This 

does not indicate how many aircraft of each type the various countries 

plan to purchase. 

 

The Ministry of Defence's current estimate of project costs, as set out in 

the 2006 annual report on the 'Replacement of F-16s' project (Ministry of 

Defence and Ministry of Economic Affairs, 2007b), is based on a unit price 

of USD 50.6 million (at 2005 prices). The ministry based this price on 

price information from 2005. Between December 2005 and December 

2006 the unit price rose from USD 46.7 million to USD 47.6 million (both 
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28 figures at 2002 prices). A unit price of USD 47.6 million based on 2002 

prices may turn out higher or lower than a unit price of USD 50.6 million 

based on 2005 prices. In the absence of the necessary information on the 

price index used, we cannot determine this. 

 

The cost structure of the basic unit price includes the following main 

components: 

• airframe; 

• vehicle systems; 

• mission systems; 

• propulsion; 

• miscellaneous costs.5 

 

The JPO6 has provided a breakdown of the various costs (see Figure 3). 

The sum total of the costs in this figure corresponds to the basic unit 

price in Figure 2. The breakdown makes clear which components have 

risen in price and hence are responsible for the increase in the unit price. 

The US Government Accountability Office (GAO) has not been able to 

certify the following cost structure, which was not covered by its study. 

 

 

 

 

                                                   
5 The JPO did not specify these 'miscellaneous costs', so it is not clear to us what they are. 

6 The JPO is responsible for the day-to-day running of the JSF programme. It includes delegates 

from the partner countries, according to the agreed level of cooperation (the Netherlands is a Level 

2 partner). 
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2.1.2 Operating costs 

Apart from the costs of procuring the aircraft, the costs to the 

Netherlands of using and maintaining them are also important. The 

Ministry of Defence has estimated these operating costs at EUR 9.134 

billion over a service life of 30 years. The costs can be divided into 

running costs and sustainment costs. The running costs are estimated at 

EUR 3.630 billion and the sustainment costs at EUR 5.504 billion. The two 

sets of costs are itemised in the following table. 

 

Table 3: Operating costs (at 2005 prices) over 30 years 

Operating costs Total: EUR 9,134,124,307 

Running costs (total) EUR 3,630,159,923 

Personnel (not including maintenance personnel)  EUR 522,637,108 

Training of operating personnel in Netherlands  EUR 15,810,000 

Training of operating personnel in US EUR 313,703,409 

User documentation EUR 0 

Infrastructure for use of matériel  EUR 775,516,571 

Fuel EUR 1,594,880,958 

GUN ammunition EUR 52,785,000 

Users' transport EUR 0 

Users' simulator EUR 239,658,890 

Mission support EUR 0 

VAT and other levies EUR 115,167,987 

  

Sustainment costs (total)  EUR 5,503,964,384 

Maintenance personnel EUR 2,433,609,870 

Training of maintenance personnel EUR 76,214,323 

Spare parts EUR 223,447,959 

Stocks  EUR 54,697,530 

Measuring and test equipment  EUR 10,953,331 

Tools EUR 0 

Maintenance documentation EUR 16,649,064 

Information supply EUR 113,038,379 

Infrastructure  EUR 0 

Transport EUR 576,436 

Modification/upgrading EUR 374,165,798 

Mid-life update EUR 205,800,964 

Simulator maintenance  EUR 0 

Subcontracting EUR 1,525,579,988 

VAT and other levies  EUR 469,230,742 
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The costs of technical preparations for further development are also 

included here. 

 

 

2.2 Costs arising from MoUs 

The countries taking part in the JSF programme have laid down details of 

their cooperation in a number of MoUs. Below we will look in turn at the 

costs arising from the SDD MoU, the PSFD MoU, the P&S MoU and the 

OT&E MoU (sections 2.2.1 to 2.2.4). Finally, in section 2.2.5, we will 

discuss the learning-curve effect and the level-line price methodology. 

 

2.2.1 The SDD MoU 

The series of payments for the SDD MoU is spread over an eleven-year 

period, from 2002 to 2012. The total costs of the SDD phase are EUR 858 

million (at 2001 prices). They include organisation and development 

costs. By taking part in the SDD phase, the Netherlands is exempted from 

these costs. Under the terms of the SDD MoU, the Netherlands can 

submit proposals for up to USD 50 million worth of Dutch projects (at 

current prices). This is equivalent to EUR 47.7 million (in 2005 prices).  

 

Under the terms of the Co-Financing Agreement (CFA), Dutch industry 

will bridge the gap between the cost of participating in the development 

phase and that of buying aircraft ‘off the shelf’. The Ministry of Defence 

would have incurred the organisation and development costs through JSF 

procurement whether or not it had taken part in the SDD phase. We 

consider the amounts calculated for this in the business case as part of 

the costs of the JSF programme to the Netherlands. 

 

The difference between buying aircraft ‘off the shelf’ and taking part in 

the SDD phase has been calculated for the time being at EUR 229 million 

(at 2001 prices). Part of this difference will for the time being be covered 

by a contribution from the Ministry of Economic Affairs (EUR 42 million, at 

2001 prices) and the business-case credit balance will be adjusted (EUR 4 

million, at 2001 prices). These two amounts should therefore not be 

counted as income, but as costs. 

 

Besides the contribution from industry to bridge the business-case gap, 

another source of income is royalties. Non-partner countries will buy the 

aircraft ‘off the shelf’. They will not have taken part in the development of 

the aircraft or paid any contribution towards it. Instead, they will pay a 
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31 supplement over and above the ‘basic' unit price for the development 

costs incurred on each aircraft (‘non-recurring costs’). This supplement 

will be distributed proportionally to the partner countries in the form of 

royalties. 

 

2.2.2 The PSFD MoU 

As regards the PSFD MoU, one of our conclusions in 2006 was that we did 

not have the necessary information to validate the cost price of the 

aircraft and that in the absence of a not-to-exceed price the purchase 

price would not be known until the aircraft were actually ordered (see 

box). 

 

2006 conclusions by the Court of Audit on the PSFD MoU 

‘We conclude that it is not possible to validate the cost price of the aircraft, as we do not have 

the necessary information. Experience has shown that Lockheed Martin is reluctant to make 

this information available. The non-recurring-costs waivers give non-partner countries a 

discount on the development costs for which they are normally charged. If partner countries 

give 'off-the-shelf' buyers this discount, it will be more difficult for them to recoup the costs 

of development. Like every partner country, the Netherlands can decide for itself whether or 

not to give such a discount. 

If financial cost ceilings are exceeded, they must be adjusted upwards. This requires an 

amendment to the PSFD MoU. If partner countries do not amend the PSFD MoU within twelve 

months, their participation in the MoU is automatically terminated. Since the MoU does not 

specify a not-to-exceed price, the purchase price may still increase. It will not be known for 

certain until the aircraft are actually ordered.’ (Court of Audit, 2006) 

 

There have been no changes regarding the PSFD MoU, but we note that, 

although a not-to-exceed price has not been agreed, the Ministry of 

Defence has now proposed that the level-line price methodology be 

adopted. In that case the ultimate purchase price will be identical for all 

the partner countries. The disadvantage is that the price will only be 

known at the end of a production cycle, rather than at the time of 

ordering. The level-line price is discussed in more detail in Section 2.2.5. 

 

The costs of the PSFD MoU are spread over a 40-year period. A cost 

ceiling of EUR 359 million (at 2006 prices) has been set for the 

Netherlands. The costs of the PSFD MoU, as indicated to the House of 

Representatives, are shown in Figures 4 and 5. 
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The costs of the PSFD MoU after the period when the Netherlands may 

procure the aircraft are included in the operating costs (under 

‘Information supply’). The Ministry of Defence has also included the costs 

of technical preparations for further development in the operating costs 

(Ministry of Defence, 2007a). All the costs of the PSFD MoU are therefore 

included in the estimated project costs. This is likewise indicated in the 

summary of costs in Annexe 1. 

 

2.2.3 The P&S MoU 

The P&S MoU came into force at the beginning of 2007. This umbrella 

agreement – a development of the PSFD MoU at European level – is also 
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33 known as the ‘European Footprint’. Its purpose is to improve cooperation 

between Denmark, Italy, the Netherlands, Norway, Turkey and the United 

Kingdom. So far it has been signed by three countries. The first 

signatories were the Netherlands and Italy, followed on 14 June 2007 by 

Norway, after an amendment to the first P&S MoU. Turkey will decide 

whether to sign in December 2007. In this report we refer to the 

amended version signed by Norway, the Netherlands and Italy, which is 

the version in force as of September 2007. 

 

Under the terms of the P&S MoU, the partner countries have agreed to 

cooperate in the following areas: 

• development of capacity in Italy for the assembly and delivery of 

aircraft; 

• development of capacity in the Netherlands for the maintenance, 

repair and upgrading of engines; 

• development of capacity in the Netherlands for the maintenance, 

repair and upgrading of Line Replaceable Units (LRUs); 

• development of capacity in Norway for the maintenance, repair and 

upgrading of subsystems and components.7 

 

Further details of the P&S MoU are laid down in what are known as 

implementing arrangements (IAs). These should lead to closer 

cooperation between European industries in producing and maintaining 

the JSF. No IAs had yet been drawn up as of September 2007, but the 

Netherlands and Italy have already taken initiatives in that direction. A 

Steering Committee (SC) made up of representatives of the signatory 

partner countries has been set up to implement the P&S MoU and the IAs.  

 

The Ministry of Defence has stated that cooperation under the terms of 

the P&S MoU should result in the best aircraft at the best price, and 

should therefore not result in a higher unit price. This will be monitored 

by the SC. As of September 2007 there were no details of how the SC 

would do this or what method of assessment it would use. 

 

There are several ways in which the Netherlands could incur costs as a 

result of the P&S MoU: 

• participation in the P&S MoU or an IA; 

• termination of the P&S MoU or an IA; 

• requests from co-signatories for services, provision of national 

facilities and equipment; 

• accession by new countries. 

 

                                                   
7 This item was added when the P&S MoU was amended in June 2007. 
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34 Costs of participation in the P&S MoU and IAs 

The costs of participation in the P&S MoU have not been quantified. 

According to the Ministry of Defence, there are no specific costs arising 

from the P&S MoU (other than travel and meeting expenses). The 

ministry has therefore not budgeted any costs for this, and hence they 

are not included in the estimated project costs. Moreover, the P&S MoU 

does not fall within the project definition adopted by the Ministry of 

Defence and the Ministry of Economic Affairs. 

 

The costs of participation in an IA are determined by means of a 

Composite Share Ratio (CSR). This indicates each signatory's proportional 

share of the costs.8 Under the current arrangements, each IA has its own 

separate CSR; the MoU does not yet provide a fixed formula for this. 

According to the Ministry of Defence, no costs have currently been 

budgeted for IAs, as it is not certain whether, and if so which, IAs will be 

drawn up or what costs will then arise. 

 

Costs of termination of the P&S MoU and IAs 

If participation in IAs is terminated, the remaining amounts must be paid 

within 90 days. Direct costs arising from the termination of the IA must 

also be paid. The P&S MoU gives no indication of what costs are involved 

apart from the costs of terminating and amending the contract. 

 

Costs of services, facilities and equipment 

Under the terms of the P&S MoU, the government of the country in which 

the industrial activities take place must make services available to co-

signatories free of charge. Facilities and equipment must also be made 

available, where possible free of charge. In the case of facilities, it is the 

task of the SC to ensure proportionality and ‘fair use’.9 

 

The P&S MoU gives no exhaustive indication of what the costs of 

providing services, national facilities for general use and equipment may 

include. There is no clear definition of what this entails. Instead, 

examples are given, such as technical and financial monitoring (services) 

and laboratories (national facilities for general use and equipment). 

According to the Ministry of Defence, the examples mark the boundary of 

what these costs include. However, we note that the P&S MoU offers no 

certainty on this point, and that the range of services to be provided can 

be broadly interpreted. Since the list of definitions likewise fails to give 

details of this, it is still not clear to us what these costs will ultimately 

                                                   
8 Not including capital costs. 

9 I.e. no excessive use of resources. 
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35 include. The Ministry of Defence takes the view that this issue will only 

become relevant if and when IAs are actually adopted. 

 

Costs of accession by new countries 

Other European countries may sign the P&S MoU. If a country wishes to 

do so, it must submit an application to the SC. In deciding whether or not 

a country can sign, the SC will consider to what extent the new signatory 

can help implement the MoU. If the country does sign, the MoU will be 

amended accordingly. Only then will obligations arise for the existing 

signatories and the new one. Possible consequences of accession by a 

new country for the division of costs are that the new signatory will 

contribute financially to an ongoing IA and that the CSR will be adjusted. 

The P&S MoU does not address such consequences, nor does it provide 

details of the SC's role in this process. Accession by new countries can be 

expected to have a favourable impact on the costs incurred by existing 

signatories. 

 

2.2.4 The OT&E MoU 

As of August 2007 the Ministry of Defence was planning to take part in 

the OT&E phase. At the time of our study, however, the OT&E MoU was 

still at the negotiation stage, so we were unable to monitor it. We will re-

examine this later on. 

 

The Ministry of Defence states that it cannot yet estimate the costs that 

will arise from the OT&E MoU. 

 

In 2009 the government will decide whether to purchase the two test 

aircraft. This decision will depend on whether the Netherlands takes part 

in the OT&E phase. 

 

2.2.5 The learning-curve effect and the level-line price 

The price of test aircraft is higher than the average basic unit price of a 

JSF as indicated in the JPO's Selected Acquisition Report (SAR). This is 

because of the 'learning-curve effect': the later in the production cycle 

aircraft are purchased, the cheaper they are. Test aircraft are therefore 

relatively expensive, because they are located early on in the cycle. 

 

The US Department of Defense (DoD) has indicated that the production 

schedule for American aircraft has been adjusted. The DoD now plans to 

order as many JSF aircraft as before, but over a longer period. This 

means that the US will order fewer aircraft during the LRIP phase. The 
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36 test aircraft that the Netherlands may order will therefore be located 

earlier in the overall production schedule, in other words at an earlier 

point on the learning curve. The unit price will therefore be higher than it 

would be if the aircraft were ordered later on in the cycle. 

 

According to the existing production schedule, the first test aircraft to be 

bought by the Netherlands – should it decide to do so – would be between 

the 14th and the 33rd (or, in the case of the CTOL version, between the 

9th and 17th) aircraft in the production cycle. The basic unit price for 

which the Netherlands has budgeted, USD 50.6 million, is based on an 

average price throughout the cycle, including test aircraft. 

 

The Ministry of Defence has budgeted EUR 200 million for two test 

aircraft. According to the ministry, there are still only rough estimates of 

the prices of the test aircraft (Ministry of Defence, 2007a). The budgeted 

amount of EUR 200 million is based on written information from the JPO. 

 

Because of the learning-curve effect, partner countries may wait longer 

before ordering aircraft so that they can obtain them more cheaply. To 

prevent this, the Dutch Ministry of Defence has submitted to the Joint 

Executive Steering Board (JESB) a proposal to adopt a level-line price. 

The proposal is backed by the other partners and the principal contractor 

(Lockheed Martin). 

 

The level-line price is not a new concept in defence projects in which the 

Netherlands has been involved – it was also used for the F-16 

programme. We reported on this in our report entitled A flight through 

time: audit offices and the F-16 (Court of Audit, 2002). 

 

If the level-line price is adopted, each partner will ultimately pay the 

same price for an aircraft, irrespective of its position in the production 

cycle (see Figure 6). This will probably have a favourable impact on the 

average price the Netherlands will ultimately pay for each aircraft. 
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It is not yet known how this will ultimately affect the budget. The level-

line price applies to a predetermined number of aircraft, e.g. an initial 

series of 1,000 followed by another 800. The eventual level-line price can 

only be determined at the end of a production cycle, because the shape of 

the learning curve for that particular cycle will not be known until then. A 

JESB subgroup is currently working out a detailed proposal to adopt the 

level-line price principle within the JSF programme. This will be submitted 

to the partner countries for approval. The Ministry of Defence has 

informed us that pending the JESB proposal both the partner countries 

and the industry have responded favourably to the plan to adopt the 

level-line price. 

 

 

2.3 Supplementary costs 

The costs that fall within the project definition adopted by the Ministry of 

Defence and the Ministry of Economic Affairs are: 

• the estimated procurement costs (EUR 5.461 billion, at 2005 prices); 

• the part of the PSFD contribution included in the estimated 

procurement costs (EUR 126 million, at 2006 prices); 

• supplementary requirements, such as the ‘adaptation of Dutch 

infrastructure’ item included in the estimated procurement costs (EUR 

112 million, at 2005 prices). 

 

Of the costs mentioned in this chapter, the operating costs and the costs 

of the P&S MoU, the OT&E MoU and part of the PSFD contribution do not 



 

 

 

  

  

 Monitoring the Procurement of the Joint Strike Fighter 

38 fall within the project definition. The SDD contribution is a separate 

section of the Ministry of Defence budget. Nevertheless, we have included 

the costs mentioned in this chapter in the summary of costs in Annexe 1. 

 

This section examines whether other costs should also be included in the 

summary of costs in Annexe 1. We have based this on communications 

regarding the JSF between the House of Representatives and the Minister 

of Defence, the Minister of Economic Affairs and the Minister of Finance. 

 

In 2000 the government gave Dutch industry a grant of EUR 90,756,043 

(then NLG 200 million) to take part in the requirements validation project 

during the Concept Demonstration Phase (CDP).10 In our view, this grant 

should be included in the total costs to the Netherlands of the JSF 

project. It was a cost incurred by the Dutch government in order to 

improve the position of Dutch industry within the JSF programme. 

However, it does not fall within the project definition adopted by the 

Ministry of Defence and the Ministry of Economic Affairs.  

 

There are also a number of JSF-related projects (see Annexe 2). These 

were listed in the 2006 annual report on the ‘Replacement of F-16s’ 

project which the Ministry of Defence sent to the House of 

Representatives in 2007 (Ministry of Defence and Ministry of Economic 

Affairs, 2007b). The Ministry of Defence has indicated that the list is not 

exhaustive. 
 

                                                   
10 The phase of the JSF programme preceding the SDD phase. The US government chose Lockheed 

Martin as the principal contractor on the basis of this phase. 
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39 3 Involvement of Dutch industry 

This chapter will discuss: 

• the business case and its recalculation; 

• order trends and turnover forecasts. 
 

The section on the business case will start with a brief explanation of 

what the business case is. It will then look at the variables involved, and 

finally the recalculation process. 

 

 

3.1 The business case 

The purpose of the ‘Replacement of F-16s’ project is not only to replace 

the F-16 with the best aircraft at the best price, but also to ensure 

optimum involvement of Dutch industry in the development and 

production of the JSF. In 2002 the Netherlands therefore committed itself 

to contribute USD 800 million (at current prices) to the SDD phase. The 

member of the government with primary responsibility for the 

involvement of Dutch industry is the Minister of Economic Affairs. The 

CFA11 stipulated that over the period 2002-2052 industry would remit to 

the Dutch State the difference in cost between taking part in the 

development of the aircraft now and purchasing them 'off the shelf' later. 

The difference in cost and the rate of remittance by industry are 

calculated with the help of a model known as the ‘business case’, which is 

briefly described in the following box. 

                                                   
11 The Co-Financing Agreement between the Dutch State and 78 Dutch businesses operating in the 

aviation industry. 



 

 

 

  

  

 Monitoring the Procurement of the Joint Strike Fighter 

40  

The business case in brief 

In 2002 a ‘business case’ was drawn up for participation in the SDD (development) phase. 

This enabled all the expenditure and income arising from (a) participation and (b) ‘off-the-

shelf’ purchase to be compared by means of discounting over time. The guiding principle was 

that participation in the SDD phase should not cost the taxpayer more than purchasing the 

JSF ‘off the shelf’. The calculation revealed a financial deficit. Dutch industry undertook to 

bridge this deficit by remitting to the State a percentage (to be specified) of its eventual JSF-

related production turnover. This undertaking was laid down in the CFA of 5 June 2002. 

In 2002 the remittance rate was set at 3.5% until 1 July 2008. It was agreed that a new 

remittance rate would be set for the period from 1 July 2008 to 31 December 2052 by 

recalculating the business case in 2008. The eventual financial deficit and an updated 

turnover base for remittance will calculated in the light of the information then available.  

The recalculated remittance rate will thenceforth apply ‘for better and for worse’. Remittances 

on turnover will continue to be made at the rate set in 2008 for as long as industry continues 

to realise turnover in the agreed categories. This means that if relevant Dutch JSF-related 

turnover falls short of the 2008 estimate, industry will fail to bridge the gap; if, on the other 

hand, turnover exceeds the 2008 estimate, more will be remitted than is necessary to bridge 

the gap. This means that both industry and the State are running a risk. 

 

When discussing the business case and the CFA in our 2006 report, we 

noted that there was still no clear picture of how much would be remitted 

by industry, and hence of how the costs of the SDD phase would be 

divided between government and industry. This should be clarified when 

the business case is recalculated on 1 July 2008 in accordance with the 

CFA. There has been no change in the situation during 2007. 

 

The variables involved in the recalculation of the business case, as well as 

the recalculation process, are discussed below. 

 

3.1.1 The variables 

A number of factors have an important part to play in the recalculation of 

the business case.12 We examined the status of these factors in 2007. Our 

findings are summarised in Table 4. The individual variables will be 

discussed in more detail below. 

 

                                                   
12 These factors, or parameters, were explained to the House of Representatives by the relevant 

ministries in February 2002 (Ministry of Defence, Ministry of Economic Affairs and Ministry of 

Finance, 2002). The ministries provided further information on the factors in January 2005 

(Ministry of Defence, Ministry of Economic Affairs and Ministry of Finance, 2005). 
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Variable As defined in 

2002 

Status as of September 2007 

Number of aircraft purchased 

by the Netherlands 

85 The government still plans to 

purchase 85 aircraft (including two 

test aircraft) 

Total SDD costs USD 30.2 billion  

(at current prices) 

USD 40.0 billion (at current prices). 

This is good for the business case, as 

the Netherlands will not have to pay 

for the increase in costs 

Likelihood that the Netherlands 

will be exempted from 

development costs (non-

recurring-costs waiver) 

50% No firmer data available 

Number of aircraft (total 

produced) 

4,500 Estimated number produced for 

partner countries: 3,173 

Estimated number exported: 1,390 

Total: 4,563 

Exchange rate of the US dollar USD 1 = EUR 1.15 

(payments by/-

income to the 

State) 

The exchange rate of the dollar has 

fallen to USD 1 = EUR 0.75 (rate as 

of August 2007). This is bad for the 

business case. 

Time of delivery (replacement 

period) 

Between 2012 and 

2025 

Test aircraft delivered between 2011 

and 2012; F-16s replaced between 

2014 and 2021 

 

Number of aircraft 

The number of aircraft the Netherlands plans to procure remains the 

same: 85, including two test aircraft. The following table shows how 

many aircraft the various partner countries intend to procure. Our 

starting point was 2006, the year in which the partner countries first 

indicated how many aircraft they expected to order, in an annexe to the 

PSFD MoU. All the partners must indicate annually whether they intend to 

change their plans. 

 

Table 5: Number of JSF aircraft scheduled for procurement 

  2006  2007 

Netherlands      85      85 

United States 2,443 2,443 

United Kingdom    138    138 

Other partners    507    507 

Total 3,173 3,173 
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42 Since the eventual price of the aircraft and the policy decision on the 

number of aircraft to be purchased by the Netherlands will not be known 

before 1 July 2008, this variable remains uncertain. Total production 

figures may also change over the years. As things now stand, a total of 

3,173 aircraft are scheduled for procurement by the US and the other 

partner countries. There are separate estimates for exports. In March 

2004, the number of aircraft to be exported to non-partner countries was 

estimated at 1,390 (Ministry of Defence, Ministry of Economic Affairs and 

Ministry of Finance, 2005), a figure confirmed by the US government in 

2007. 

 

SDD costs 

According to the most recent annual report, the total SDD costs of the 

JSF programme have decreased from USD 41.1 billion to USD 40.0 billion 

(both figures at current prices).13 The Netherlands has made a non-

recurrent contribution to the development costs (SDD); there will be no 

further change in this amount. There is a fixed contribution of USD 800 

million (at current prices) for participation in the SDD. In the 2006 annual 

report, the Ministry of Economic Affairs and the Ministry of Defence stated 

that the reduction in the SDD budget at that time would have a minor 

negative impact on the business-case deficit to be made up by industry. 

According to the Ministry of Economic Affairs, the SDD budget has now 

risen again, because the second engine to be developed has been 

included in the overall budget. An increase in SDD costs is beneficial in 

comparison with 'off-the-shelf' purchase, as the Netherlands does not 

have to pay for these increases in cost. 

 

Non-recurring costs waiver 

The partner countries pay a proportion of the development costs in 

advance and buy the aircraft at the basic unit price. This price covers 

materials, man-hours and depreciation of assets ('recurring costs'). 

Countries that do not participate in the development of the JSF (non-

partner countries) pay a contribution afterwards, rather than in advance. 

They buy the JSF ‘off the shelf’ and also pay a supplement over and 

above the basic unit price for the costs incurred in developing the aircraft 

(‘non-recurring costs’). This supplement is distributed proportionally to 

the partner countries in the form of royalties. Countries taking part in the 

JSF programme can opt to waive their part of the royalties (a procedure 

known as a ‘non-recurring-costs waiver’) and so give a discount to non-

partner countries that purchase JSF aircraft ‘off the shelf’. The 2002 

                                                   
13 At first it had been decided not to allocate any more funds for the F136, the second engine 

developed by the General Electric / Rolls-Royce Fighter Engine Team (FET) (Ministry of Defence 

and Ministry of Economic Affairs, 2007b). 
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have to pay the supplement for non-recurring costs if it purchased 

aircraft ‘off the shelf’. 

 

It is unlikely that non-partner countries which are comparable to the 

Netherlands will purchase aircraft before 1 July 2008 (and then possibly 

benefit from waivers). This source of uncertainty for both the Dutch State 

and Dutch industry will not have been eliminated by 1 July 2008. In 

principle, the Netherlands and the other partner countries do not intend 

to grant waivers. The waiver policy of the US, the largest participant in 

the JSF programme, will only become clear when the US government 

begins selling aircraft to non-partner countries, probably not before the 

next decade. 

 

Exchange rate of the US dollar 

A ‘cheap’ dollar is bad for the business case, at least if the exchange rate 

is less than one euro to the dollar.14 As the Ministry of Defence, the 

Ministry of Economic Affairs and the Ministry of Finance reported to the 

House of Representatives in January 2005, an exchange rate of USD 1 = 

EUR 0.76 would increase the business-case deficit by EUR 91 million (net 

present value) (Ministry of Defence, Ministry of Economic Affairs and 

Ministry of Finance, 2005). In August 2007 the exchange rate was around 

USD 1 = EUR 0.75. 

 

Time of delivery (replacement period) 

The business case and the CFA were initially based on the assumption 

that the JSF would be delivered to the Netherlands between 2012 and 

2025. According to the 2006 annual report on the ‘Replacement of F-16s’ 

project (Ministry of Defence, 2006), the Netherlands will purchase two 

test aircraft in 2009 and 2010. These will be delivered in 2011 and 2012, 

although actual replacement of the F-16 will not yet have begun. 

 

The scheduled procurement period has been extended by a total of one 

year, so that the Netherlands will order the last aircraft in 2019 rather 

than 2018 and they will thus be delivered in 2021 rather than 2020. This 

schedule is still good for the business case, which is based on the 

assumption that the JSF will be delivered between 2012 and 2025. 

 

                                                   
14 The ministries have calculated that an exchange rate of USD 1 = EUR 1 will have a negative 

impact of EUR 2 million (net present value) on the deficit to be made up by industry. A rate of USD 

1 = EUR 0.76 will have a negative impact of EUR 91 million (net present value). 
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to the F-16 in 2010. This means that this variable will probably still be 

uncertain at the time when the business case is recalculated. 

 

3.1.2 The recalculation process 

When the business case is recalculated in July 2008, a new remittance 

rate will be set. Turnover forecasts can then be used to estimate the total 

amount of industry remittances. 

 

The current rate is set at 3.5% until 1 July 2008. On 1 January 2007 the 

ministries made a calculation based on the information concerning 

variables that was then available. According to that calculation, the 

remittance rate would have been 5.17% if the business case had been 

recalculated at that point (Ministry of Defence and Ministry of Economic 

Affairs, 2007b). The Ministry of Finance, the Ministry of Defence and the 

Ministry of Economic Affairs began recalculating the business case in mid-

2007. The ministries have a provisional schedule that runs to the end of 

2007. They state that they are not yet able to provide a full picture of the 

procedure whereby they intend to calculate a new remittance rate by 1 

July 2008. The CFA does not require the State to inform industry of the 

remittance rate (or how it is calculated) any earlier than that date. 

 

 

3.2 Order trends 

The Ministry of Economic Affairs expects a total of USD 800 million worth 

of orders to be placed with Dutch industry during the entire SDD phase. 

Table 6 shows how the number of orders has evolved in recent years. 

 

We note that the Ministry of Economic Affairs does not expect the number 

of SDD-related orders15 to increase much further. In fact, the ministry has 

not given the House of Representatives any precise forecast of SDD-

related orders. It states that a total of between USD 300 and 400 million 

is a realistic figure. The forecast for SDD-related orders implies that USD 

400 to 500 million worth of LRIP-related orders are likely to be placed 

during the SDD phase (USD 800 million minus USD 300 to 400 million). 

This forecast was made by government officials. 

 

                                                   
15 Not be confused with orders placed during the SDD phase, which may be either SDD-related or 

LRIP-related. 
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45 Table 6: Status of JSF-related orders placed with Dutch industry  

Type of order 

Status as of: SDD-related LRIP-related Total 

31 December 2004                    –                    – USD 212,000,000 

31 December 2005 USD 308,000,000 USD 150,000,000 USD 458,000,000 

31 December 2006 USD 313,000,000 USD 366,000,000 USD 679,000,000 

Forecast for orders placed 

during the SDD phase 

(2002-2013) 

USD 300,000,000 

to 400,000,000 

USD 400,000,000 

to 500,000,000 

USD 800,000,000 

 

As regards the firmness of these order figures, they are based on 

information provided by the businesses concerned. In the 2006 annual 

report on the ‘Replacement of F-16s’ project, the audit departments of 

the Ministry of Defence and the Ministry of Economic Affairs point out that 

the request by the Ministry of Economic Affairs for verification of orders 

placed in 2006 makes no clear distinction between SDD-related and LRIP-

related orders. This distinction is important when assessing whether 

forecasts for orders placed with CFA businesses have been met. The 

Ministry of Economic Affairs has promised to make a clearer distinction 

between SDD-related and LRIP-related orders in 2007. 

 

Verification of LRIP-related orders (checking whether contracts have 

actually been signed and whether they result in a given turnover) is 

above all important when the Dutch State begins receiving remittances 

from industry. It is first expected to do so in 2008. Only then will 

remittances actually be made on turnover from 2007. 

 

Letters of Intent 

In 2006 the leading US and UK principal contractors and the Dutch 

government signed a number of agreements on the involvement of Dutch 

industry in the development of the JSF. These Letters of Intent (LOIs), as 

they are known, are not legally binding. 

 

The principal contractors are: 

• Lockheed Martin; 

• Pratt & Whitney; 

• the General Electric / Rolls-Royce Fighter Engine Team (FET). 
 

Forecasts of the number of JSF-related orders to be placed with the Dutch 

aviation industry were drawn up in 2002. In February 2007 the Ministry of 

Economic Affairs saw no reason to adjust them (Ministry of Economic 

Affairs, 2007c). The forecasts are as follows: 
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46 • USD 8 billion by Lockheed Martin during the production phase (based 

on production of 6,000 aircraft); 

• USD 800 million by Lockheed Martin during the entire SDD phase, 

including both SDD-related and LRIP-orders (not separately 

specified); 

• USD 1 billion by Pratt & Whitney during the production phase; 

• USD 1 billion by the FET for development and production work. 

 

The LOIs provide detailed information on the quantity of orders to be 

placed in each phase. The forecasts in the LOIs are divided over the 

various phases and types of order (SDD-related, LRIP-related, FRP-

related), making it possible to check whether the order turnover has 

actually been realised. The intended overall turnover can be determined 

on the basis of the LOIs (see Table 7). 

 

Table 7: Forecast turnover for the Dutch aviation industry (at 2002 prices) 

Phase 

      SDD 

2002-2013 

     LRIP 

2007-2014 

     FRP 

2014-2052 

Total 

Principal contractor     

Lockheed Martin USD 0.8 billion USD 8 billion  USD 8.8 billion 

Pratt & Whitney  USD 1 billion     USD 1 billion 

FET USD 1 billion     USD 1 billion 

Total  USD 10.8 billion 
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Defence for the advent of the 
JSF 

 

This chapter discusses three risks associated with preparations by the 

Ministry of Defence for the possible advent of the JSF: 

• staffing of the project organisation; 

• integration of ICT systems; 

• technical progress of the JSF programme. 

 

 

4.1 Staffing of the project organisation 

The audit departments of the Ministry of Defence and the Ministry of 

Economic Affairs have concluded that the 'Replacement of F-16s' project 

organisations functioned adequately during 2006. The audit departments 

mainly looked at the organisations' planning control measures, monitoring 

of progress, budgetary monitoring, internal information supply and risk 

management. 

 

However, we note that there are gaps in the staffing of the 'Replacement 

of F-16s' project organisation at the Ministry of Defence. As of September 

2007 the project is being implemented by Ministry of Defence staff (27.5 

FTEs), including those seconded to the JPO in Washington DC (7.5 FTEs). 

As of that date, 6.5 FTEs were still vacant.16 

 

The project organisation at the Ministry of Economic Affairs comprises 

just over 2 FTEs. In the Defence Materiel Organisation's weekly 

newsletters, the JSF project organisation repeatedly identifies insufficient 

staffing as a problem. The workload on the project organisation is 

disproportionately high as a result, and there is only limited backup. 

According to the Ministry of Defence, nothing is currently being left 

undone – at most, there are some delays. 

                                                   
16 These 6.5 FTEs were allocated at the beginning of 2007, after repeated requests. However, it is 

proving difficult to find qualified staff. 
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4.2 Integration of ICT systems 

In the 2006 annual report, the Ministry of Defence identified the need to 

integrate its information systems such as Enterprise Resource Planning 

(ERP) with the Autonomic Logistics Information System (ALIS) as the 

main risk. The audit departments confirm this in their own report, and in 

the present study we have also noted that this poses a serious risk to the 

‘Replacement of F-16s’ project.  

 

ALIS is an integrated information system that runs on US servers and is 

linked by networks to automated systems in the partner countries. Among 

other things, it supports JSF mission planning and maintenance. 

 

ERP is a software application made up of several modules and supports a 

broad range of activities. It can help businesses or other organisations 

manage several processes such as maintenance, human resources or 

financial management. 

 

A study by the Ministry of Defence has revealed that the integration of 

two ministry-wide ICT systems, each with a different optimisation goal, 

poses a serious threat to programme implementation and the chances of 

the JSF becoming operational on schedule. According to the ministry, 

there is only one way to avert the risk, namely to make choices at an 

early stage of the project. 

 

However, no action plan has yet been drawn up to implement the systems 

for the 'Replacement of F-16s' project and make the necessary choices. 

The Ministry of Defence states that ERP has not yet been introduced and 

that the ministry therefore cannot do any more than it is doing at 

present. 

 

 

4.3 Technical progress of the JSF programme 

According to the 2007 GAO report Progress Made and Challenges Remain, 

at least 35% of the JSF test flight programme must be completed by the 

time the Netherlands starts taking part in 2011, and 98% of it by the end 

of 2013. The report also states that less than 40% of the software needed 

in order for the systems to be fully functional has so far been developed. 

JSF programme staff have indicated that 2007 and 2008 are crucial years, 

for the various software systems are then being developed 

simultaneously. By 2009 there should be a clearer picture of how, and to 
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49 what extent, the systems have been developed. The government will 

reach a final decision on whether to purchase the first test aircraft in 

2009, by which time there should be a clearer picture of the risks that 

may arise during the further development of the software. 

 

The US Defense Contract Management Agency17 has stated that it sees 

production as the greatest risk to (among other things) the scheduling 

and costs of the JSF programme. If the Netherlands takes part in the 

OT&E phase, it will purchase at least two test aircraft. In the 

aforementioned GAO report, the current risk-limiting level of production 

capacity is estimated at 24 aircraft a year.18 Given the adjustment made 

to the procurement schedule in April 2007, this level of production 

capacity is not expected to cause any problems in the year when the 

Netherlands places its first order, as the total number of aircraft 

scheduled for procurement by the Netherlands and the other partner 

countries in that year is 19. On the other hand, the total number of 

aircraft scheduled for procurement in the year when the Netherlands 

plans to order its second test aircraft is 32. A production capacity level of 

24 aircraft will then no longer be sufficient. There is therefore a risk that 

the aircraft will not be delivered on time. Any delay in the delivery of JSF 

aircraft may generate additional costs, because the F-16 will then have to 

remain in service for longer than planned. 

 
 

                                                   
17 The section of the DoD responsible for ensuring that the department's acquisition programmes, 

supplies and services are delivered on time and within cost and meet performance requirements. 

18 Not maximum production capacity, but a level specifically chosen to limit risks. 
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50 Annexe 1 Summary of costs of the JSF programme to 

the Netherlands 

This table provides as complete a summary as possible of the costs of the 

JSF programme to the Netherlands. The various expenditure items cannot 

be compared, as they are not all based on the same price levels or 

assumptions. This means that the amounts cannot simply be added up. 

 

Procurement costs (for 85 aircraft at a unit price of EUR 

50.6 million and an exchange rate of USD 1 = EUR 0.83; 

at 2005 prices) 

Total: EUR 5,461,000,000 

Aircraft (85 in total) EUR 3,573,000,000 

Initial training EUR 9,000,000 

Initial spare parts EUR 382,000,000 

Special tools and test equipment EUR 66,000,000 

Documentation EUR 8,000,000 

Simulators EUR 36,000,000 

Induction EUR 154,000,000 

Aircraft-related equipment  EUR 105,000,000 

Updates during production phase EUR 29,000,000 

Adaptation of Dutch infrastructure EUR 112,000,000 

Costs of PSFD MoU (up to 2025) (at 2006 prices) EUR 126,000,000 

VAT EUR 861,000,000 

Operating costs (running costs + sustainment costs over 

30 years, for 85 aircraft; at 2005 prices) 

Total: EUR 9,134,124,307 

Running costs (total) EUR 3,630,159,923 

Personnel (not including maintenance personnel)  EUR 522,637,108 

Training of operating personnel in Netherlands  EUR 15,810,000 

Training of operating personnel in US EUR 313,703,409 

User documentation EUR 0 

Infrastructure for use of materiel  EUR 775,516,571 

Fuel EUR 1,594,880,958 

GUN ammunition EUR 52,785,000 

Users' transport EUR 0 

Users' simulator EUR 239,658,890 

Mission support EUR 0 

VAT and other levies EUR 115,167,987 

Sustainment costs (total)  EUR 5,503,964,384 

Maintenance personnel EUR 2,433,609,870 

Training of maintenance personnel EUR 76,214,323 

Spare parts EUR 223,447,959 

Stocks EUR 54,697,530 
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51 Measuring and test equipment  EUR 10,953,331 

Tools EUR 0 

Maintenance documentation EUR 16,649,064 

Information supply (including EUR 27 million for PSFD MoU 

from 2022 to 2045; at 2006 prices) 

EUR 113,038,379 

Infrastructure  EUR 0 

Transport EUR 576,436 

Modification/upgrading EUR 374,165,798 

Mid-life update EUR 205,800,964 

Simulator maintenance  EUR 0 

Subcontracting EUR 1,525,579,988 

VAT and other levies  EUR 469,230,742 

Grant for Concept Demonstration Phase (at 2000 prices; 

NLG 1 = EUR 0.4537802; amount in NLG: 200 million) 

Total: EUR 90,756,040 

 

Costs of SDD phase* (USD 1 = EUR 1.15; 85 aircraft; 

purchasing period 2012-2025; 50% likelihood of non-

recurring costs waiver; total JSF production 4,500 

aircraft; at 2001 prices; net present value; discount rate 

4%) 

Total: EUR 365,000,000 

SDD contribution (not including USD 50 million) EUR 663,000,000 

Royalties EUR 115,000,000 

Contribution by industry (business-case gap) EUR 229,000,000 

Temporary contribution by Ministry of Economic Affairs EUR 42,000,000 

Adjustment of business-case credit balance EUR 4,000,000 

Dutch projects in SDD phase (equivalent of USD 50 

million; at 2005 prices) 

Total: EUR 47,700,000 

*  The costs of the SDD phase consist of the business-case items ‘Exemption from 

development costs’, ‘Exemption from organisation costs’ and ‘Temporary contribution by 

Ministry of Economic Affairs’. 
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Costs of PSFD MoU (at 2006 prices) 

These costs are not included in the estimated project 

costs 

Total: EUR 0** 

PSFD contribution EUR 359,000,000 

Costs included in procurement costs EUR 126,000,000 

Costs included in operating costs EUR 206,000,000 

Costs included in operating costs under 'Information supply' EUR 27,000,000 

Costs of OT&E MoU Total: not known 

Costs of P&S MoU Total: not known 

Implementing Arrangements Not known 

Miscellaneous costs Not known 

JSF-related projects (see Part II, Annexe 2) Total: not known 

**  The costs are zero because the Ministry of Defence has allocated them to the estimated 

project costs (procurement costs and operating costs) which we have already listed above. If 

the total PSFD contribution were recorded here as a cost, it would be counted twice. 
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53 Annexe 2 List of JSF-related projects 

JSF-related projects as indicated in the 2006 annual report (Ministry of 

Defence and Ministry of Economic Affairs, 2007). This list is not 

exhaustive. 

 

Improvement of F-16 air-to-ground and air-to-air weaponry  

These projects concern the procurement of weaponry that meets modern 

standards for aerial operations, such as greater precision, all-weather 

capability and longer range, as well as more accurate, effective area 

coverage and, at a later stage, non-lethal or less lethal impact. It must 

be capable of being used by the JSF when the time comes. 

 

Medium-Altitude Long-Endurance Unmanned Aerial Vehicles (MALE 

UAVs) 

This project concerns unmanned aerial vehicles for surveillance and 

reconnaissance tasks. It is currently at the research stage. MALE UAVs 

are a link in the air-to-ground observation chain and will complement the 

JSF's reconnaissance capability. 

 

Link-16 operational data-link system 

This project concerns the purchase of a NATO-standardised, modern, 

secure data-link system for a variety of weapon systems. This will provide 

extensive communication facilities for command and exchange of 

information with units in areas of operations. The JSF will also be fitted 

with Link-16. 

 

Enterprise Resource Planning (ERP) system 

The Ministry of Defence's present and future supply of information on 

equipment and logistics will be mainly supported by the ERP system that 

is to be purchased. The intention is to link this system to the JSF 

information system ALIS. 

 

Military Satellite Communication (Milsatcom) 

This project caters to the armed forces’ need for military satellite 

communication. 

 

Joint Mission Planning System (JMPS) 

This system is being purchased in connection with the already 

acknowledged need for M5 modification for the F-16, and can also be 

used for the JSF. It is expected that the JMPS will eventually also be 

adopted for other airborne weapon systems. 
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In drawing up this monitoring report, we held interviews, analysed the 

available parliamentary papers and researched files (which included 

internal memoranda and minutes of meetings). We also closely examined 

the MoUs signed by the Netherlands. 

 

In 2007, together with the audit departments of the Ministry of Defence 

and the Ministry of Economic Affairs, we visited the JSF Programme Office 

in Washington DC. 
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55 Annexe 4 List of abbreviations and definitions 

ALIS Autonomic Logistics Information System 

ALIS is an integrated information system that runs on US 

servers and is linked by networks to automated systems in the 

partner countries.  

CDP  Concept Demonstration Phase 

CFA  Co-Financing Agreement 

CSR  Composite Share Ratio 

A formula used to determine the proportional share of costs for 

signatories to an MoU or IA. It is based on a particular variable 

which depends on the MoU. In the case of the PSFD MoU, for 

example, it is the number of JSFs expected to be purchased. 

CTOL Conventional Take-Off and Landing 

DoD  Department of Defense 

ERP  Enterprise Resource Planning 

A software application that is made up of several modules and 

supports a broad range of activities. It can help businesses or 

other organisations manage several processes such as 

maintenance, human resources or financial management. 

FRP  Full-Rate Production 

GAO US Government Accountability Office  

IA  Implementing Arrangement 

ICT  Information and Communication Technology 

JESB  JSF Joint Executive Steering Board 

JPO  JSF Joint Programme Office 

JSF  Joint Strike Fighter 

LOI  Letter of Intent 

LRIP  Low-Rate Initial Production 

LRU  Line Replaceable Unit 

MoU  Memorandum of Understanding 

OT&E  Operational Test & Evaluation 

P&S  Production & Sustainment 

PSFD  Production, Sustainment and Follow-on Development 

SAR  Selected Acquisition Report 

SC  Steering Committee (P&S MoU) 

SDD  System Development and Demonstration 
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56 STOVL  Short Take-Off and Vertical Landing 

URF  Unit Recurring Flyaway cost 

The basic unit price, covering the airframe, vehicle systems, 

mission systems, propulsion and (unspecified) miscellaneous 

costs. 
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