&
Ministry
of Defence

Annual Report
and Accounts 2025-26

HC 389



FRONT COVER IMAGE:

Image of an RAF Chinook CH47 (left), Royal Navy Merlin Mk2 (centre) and Army Apache
(bottom) helicopters seen here on exercise Hades Warrior in the UK.

UK MOD © Crown copyright 2025.



Ministry of Defence
Annual Report and Accounts
2025-206

For the year ended 31 March 2026

Accounts presented to the House of Commons pursuant to section 6(4) of the Government
Resources and Accounts Act 2000.

Annual Report presented to the House of Commons by Command of His Majesty.
Ordered by the House of Commons to be printed on 15th July 2026.

This is part of a series of departmental publications which, along with the Main Estimates
2025-26 and the document Public Expenditure: Statistical Analyses 2024, present the
government’s outturn for 2025-26 and planned expenditure for 2026-27.

Contact details for the MOD can be found on the GOV.UK website
HC 389



OGL

© Crown copyright 2026

This publication is licensed under the terms of the Open Government Licence
v3.0 except where otherwise stated. To view this licence, visit
nationalarchives.gov.uk/doc/open-government-licence/version/3

Where we have identified any third party copyright information you will need to
obtain permission from the copyright holders concerned.

This publication is available at https://www.gov.uk/official-documents

Any enquiries regarding this publication should be sent to us at:
OperationalFin-FMPA-ATMARAcGp@mod.gov.uk

ISBN 978-1-5286-6224-6
E03544190 07/26

Printed on paper containing 75% recycled fibre content minimum

Printed in the UK by the HH Associates Ltd on behalf of the Controller of
His Majesty’s Stationery Office.


http://nationalarchives.gov.uk/doc/open-government-licence/version/3
https://www.gov.uk/official-documents
mailto:OperationalFin-FMPA-ATMARAcGp@mod.gov.uk

Contents

Performance Report ....... oo 1
Foreword by Secretary of State for DefencCe ... 2
Introduction from the Permanent Secretary ... 4
=) 1= a2 U oo 1= PPN 5
The Strategic Defence ReVIEW 2025 ...t e e 6
D= 1= a2 R (= {0 o PRSPPI 9
Summary of PrinCipal RISKS ......coiiiiiie e e e e e e e e e e e e e 10
Financial Performance SUMMAIY ........uuueuiiiiiiee et e e e e e e e e 11
Performance ANalySIS......cocuiiieii e 19
A warfighting force ready and able to win today and in the future and a resilient

NUCIEAYr AETEITENT ...t s e e e e e e e e e e et e et eeess e e e e e e e e eeeeeeeeennnnnen 20

An organisation that takes a NATO first approach by stepping up our commitments for
European security, and extends our influence beyond the ability to fight through
diplomacy and development of other nations’ capacity to defend themselves ...........cccou....... 31

A thriving UK defence industry that is resilient and scalable — an engine for growth, jobs

and innovation across every region and nation of the UK ..., 41
An organisation that delivers value for money for the UK taxpayer, delivers capabilities

faster and is adaptable to future ChanQge ...........oiioii i 51
A highly engaged organisation that recognises people are fundamental to UK Defence,
enables everyone to fulfil their potential and takes a whole of society approach to the

security and defence of the NAtION .........oo i 56
The Climate and ENVIFONMENT .......... e e e e e e e e e e e e e e e e e eaaaeeeeeeens 66
Task Force on Climate-related Financial Disclosures (TCFD)......couvvvviiiiiiiiiiiieicveeeeeeeeee 72
Accountability Report ... 87
Corporate GovernancCe REPOIT ...ttt e e e e e e e e aaaaaaaeeas 88
The Remuneration and Staff REPOIt ......... oo e 111
The Parliamentary Accountability and Audit REPOrt ......ooeeeiiiiiiiic e 138

The Certificate and Report of the Comptroller and Auditor General to the House of Commons ... 158

Financial Statements ..o 171
R R [e s LS =1 0= 40 (=T £ TP 172
NOTES 1O ThE ACCOUNTS ..eeiiiiiieieee ittt e e et e e s e et s e s e eaa s ea s s eaassa s s ssnseansennsrnsesnsennsens 179
F N (=)= 245

MOD Annual Report and Accounts 2025-26 iii



iv MOD Annual Report and Accounts 2025-26



Performance Report

For the year ended 31 March 2026

A member of The 4th Battalion, Ranger Regiment, about to conduct

an assault on a target building.



Performance Report

Foreword by Secretary of State for Defence

The first duty of Government is to protect the
nation and keep our people safe. This Annual
Report and Accounts sets out how the
Ministry of Defence has delivered on that duty
during 2025-26, in a year when the threats
we face are becoming more serious and less
predictable. War in Europe, conflict in the
Middle East, growing Russian aggression,
rising nuclear risks, persistent cyber attacks
and rapid technological change have all
reinforced a simple truth: we are in a new era
of threat, which demands a new era for UK
Defence.

In June 2025, the Government published the
Strategic Defence Review which established a
clear vision for Defence by 2035: a leading
technology-enabled defence power, with an
Integrated Force that deters, fights and wins
through constant innovation at wartime pace.
The Review defined five ambitions for
Defence: a NATO-first approach to European
security; a decisive move to warfighting
readiness; Defence as an engine for growth;
innovation driven by the lessons of Ukraine;
and a whole-of-society approach to national
resilience and the nation’s contract with those
who serve.

Implementation of the Strategic Defence
Review dominated 2025-26 and we have
made significant progress. We have
implemented the biggest reform to Defence
for more than 50 years, strengthening the
Department of State, the Military Strategic
Headquarters, National Armaments Director
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Group, and the Defence Nuclear Enterprise.
We have published the Defence Investment
Plan which represents the next stage in the
Government’s commitment to the Armed
Forces and to the nation’s security. It sets out
the major investment choices the
Government has made for UK Defence and is
backed by a £15 billion increase in the
Ministry of Defence’s spending power over
the next four years.

At the heart of our approach is NATO.

The UK has stepped up on European security,
strengthened our support to Ukraine, and
deepened cooperation with allies and
partners. We have also acted to make Defence
a stronger engine for jobs, growth and national
resilience. Through the Defence Industrial
Strategy, a renewed focus on innovation, and
investment in sovereign capability, we are
backing British industry, supporting skilled
jobs across the UK and ensuring the nation
can produce, sustain and scale the capabilities
required for deterrence and defence.

But Defence is not only about platforms,
programmes and budgets. It is about people.
Throughout the year, we have continued to
improve the support we provide to our
Service personnel, their families, veterans and
civil servants. That includes action on
housing, skills, training and the wider offer to
those who serve. Renewing the nation’s
contract with them is essential to the whole-
of-society approach the Strategic Defence
Review demands.
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This report records both our progress and the
challenges that remain. It shows a department
in transition: honest about the scale of the
task, ambitious about the future, and
determined to deliver. In a more dangerous
world, Defence must be stronger, faster and
more integrated. That work is now underway.

The Rt Hon Dan Jarvis MBE MP
Secretary of State for Defence
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Introduction from the Permanent Secretary

This report is published at a time of profound
change for Defence and for the security of the
United Kingdom. The global environment is
more contested, less predictable and more
demanding than at any time in recent
decades. In response, we have set a clear
direction through the Strategic Defence
Review 2025: to make the United Kingdom
secure at home and strong abroad, and to
ensure that by 2035 UK Defence is a leading
technology-enabled defence power.

During 2025-26, Defence began turning that
direction into action.

The introduction of the new Defence
Operating Model marks a significant shift
towards operating as a more integrated
enterprise, with clearer accountability,
stronger functional coherence and improved
alignment between strategy, resources and
delivery. The model is designed to help
Defence act with greater pace and purpose in
a more dangerous world. It also provides a
firmer basis for managing performance, risk
and reform in a coherent way across the
Department.

The threats we face continue to evolve
rapidly, and Defence must continue to adapt
at speed. The Defence Investment Plan,
published in June 2026, sets out the major
investment choices we have made to
transform our Armed Forces, support
economic growth and step up UK leadership
on European security.
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At the heart of our approach is NATO. We are
strengthening the UK’s contribution to NATO
deterrence and defence, sustaining major
military support to Ukraine, and taking
forward reforms to acquisition, digital and
support that are intended to improve pace,
resilience and value for money.

Through implementation of the Defence
Industrial Strategy, we have advanced work
to make Defence a stronger engine for growth
through closer partnership with industry,
increased emphasis on innovation and skills,
and continued investment in the capabilities,
infrastructure and people on which
operational readiness depends.

Our armed forces, civil servants and industry
partners continue to deliver with commitment
and professionalism in demanding
circumstances, and | am grateful for their
service. Throughout the year, we have
continued to improve the support we provide
to Service personnel, their families, veterans
and civil servants. Their efforts are central to
maintaining our security, supporting our allies
and delivering the long-term transformation
that Defence now requires.

Jeremy Pocklington CB
Permanent Secretary for the Ministry of
Defence



Defence Purpose

The Ministry of Defence (MOD) works to
support a secure and prosperous United
Kingdom. We protect our people, territories,
values, and interests at home and overseas,
through strong armed forces and in
partnership with allies, to ensure our security,
support our national interests and safeguard
national growth and prosperity.

The Strategic Defence Review defines the
enduring and mutually reinforcing roles that
Defence must fulfil to meet the challenges,
threats and opportunities of the twenty first
century. These are:

e Defend, protect and enhance the resilience
of the UK, its Overseas Territories, and
Crown Dependencies.

e Deter and Defend in the Euro-Atlantic.

e Shape the global security environment.

With two further enabling roles for Defence to:

e Develop a thriving, resilient defence
innovation and industrial base.

e Contribute to national cohesion and
preparedness.

In April 2025, Defence implemented a new
leadership and organisational structure aimed
at bringing together formerly separate entities
and establishing clear accountability. For the
first time, Defence operates through four
integrated leadership Areas: the Department
of State; the Military Strategic Headquarters,
leading the armed forces; the National
Armaments Director Group; and the Defence
Nuclear Enterprise.

e Department of State: Led by the Permanent
Secretary, it leads the generation of
integrated strategic direction, aligning
policy, resources and delivery, and ensures
clear ministerial accountability

Performance Report

e Military Strategic Headquarters: Led by the
Chief of the Defence Staff, it leads and
directs the Military Commands, bringing
together the Single Services and Cyber and
Specialist Operations Command (CSOC)
under a single, integrated structure,
enabling more agile decision-making from
strategy to operations

¢ National Armaments Director Group: Led
by the National Armaments Director, this
integrated organisation unites capability
and acquisition teams to strengthen
partnerships with industry and academia,
accelerate the delivery of equipment and
technology to the frontline and bolster the
resilience and competitiveness of the UK
Defence industrial base. It enables
collaboration by bringing together:
Defence Equipment & Support, Defence
Infrastructure Organisation, Defence
Science and Technology Laboratory,
Defence Digital, and Defence Support.

It supports sustainable industrial growth
by driving innovation, building long term
supply chain resilience, and ensuring
Defence can access the capabilities
needed to address current and future
threats

¢ The Defence Nuclear Enterprise (DNE),
comprises the organisations that operate,
maintain, renew and sustain the UK’s
nuclear deterrent and brings together the
core organisations of the Defence Nuclear
Organisation, the Royal Navy, Cyber and
Specialist Operations Command, the
Submarine Delivery Agency, and AWE
Nuclear Security Technologies.
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The Strategic Defence Review 2025

The UK faces a more dangerous and
contested security environment, with rising
threats and increasing demands on Defence.
In July 2024, the Prime Minister launched a
Strategic Defence Review (SDR) to ensure the
United Kingdom remains both secure at home
and strong abroad, now and in the years to
come.

The SDR' was published on 2 June 2025
following an extensive root-and-branch review
process externally led by Lord Robertson of
Port Ellen, General Sir Richard Barrons, and
Dr Fiona Hill. The SDR sets a vision that by
2035 UK Defence will be a leading
technology-enabled defence power, with an
Integrated Force that deters, fights and wins
through constant innovation at wartime pace.

To achieve this 2035 vision, the SDR sets out
the following ambitions for Defence:

¢ ‘NATO First’ — stepping up on European
security by leading in NATO, with
strengthened nuclear, new tech and
updated conventional capabilities.

¢ Move to warfighting readiness —
establishing a more lethal ‘integrated force’
equipped for the future and strengthened
homeland defence.

¢ Engine for growth — driving jobs and
prosperity through a new partnership with
industry, radical procurement reforms, and
backing UK businesses.

e UK innovation driven by lessons from
Ukraine, harnessing drones, data and
digital warfare to make our armed forces
stronger and safer.

¢ Whole-of-society approach — widening
participation in national resilience and
renewing the Nation’s contract with those
who serve.

Implementing the Review began immediately
as the Government endorsed the SDR vision
and accepted all 62 recommendations in the
report. Since then, we have made significant
early progress to deliver fundamental
programmes of work across the Department.
Key 2025-26 SDR implementation
achievements include:

NATO First & Warfighting Readiness:

¢ The Prime Minister announced at the NATO
Hague Summit in June 2025 that the UK
will join NATO’s dual capable aircraft
nuclear mission.

¢ At least 13 potential sites across the UK
have been identified for new factories to
manufacture munitions and military
explosives, creating an “always on”
capability to boost the UK’s warfighting
readiness. This is backed by new
investment during this parliament.

¢ The UK’s new Defence Cyber and
Electromagnetic Force launched, bringing
together cyber warfare and electromagnetic
spectrum operations across all armed
forces. At the same time, the first fast-
tracked cyber recruits graduated from the
Defence Cyber Academy and have now
entered operational roles, helping to
protect critical national infrastructure
against more than 90,000 annual cyber-
attacks on UK Defence.

¢ The new Military Intelligence Services were
established to bring intelligence units in
Defence into one organisation for the first
time. The Military Intelligence Services will
speed up how Defence gathers and shares
intelligence across the armed forces,
strengthening the UK’s ability to anticipate
threats and enable faster action.

¢ The new Defence Counter-Intelligence Unit
was launched to unify counter-intelligence
professionals across Defence, providing
the tools and structure to disrupt and deter
hostile activity.

1 The Strategic Defence Review 2025 — Making Britain Safer: secure at home, strong abroad — GOV.UK
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e We established a roadmap for delivering

deeper interoperability with NATO allies.
Implementation of the roadmap is
underway.

¢ A public summary of the UK’s first ever

Defence Diplomacy Strategy was published
which lays the foundation for UK Defence
to be more deliberate, targeted and
coherent in deepening its international
relationships with allies and partners to
support defence and wider foreign policy.

Defence as an Engine for Growth &

UK Innovation:
e To ensure we have an industry capable of

successfully implementing the SDR we
published a Defence Industrial Strategy on
8 September 2025. This strategy enables
us to strengthen our national security
through the strong deterrence provided by
a strong industrial base whilst supporting
economic prosperity so that every region
and nation of the UK benefits from the
Defence Dividend. Our Defence Industrial
Strategy will make Defence an engine for
growth, backing British jobs, British
industry and British innovation.

UK Defence Innovation was launched to
streamline the delivery of innovation
technology to armed forces personnel
through rapid investment. This forms part
of a wider recommendation to revitalise
Defence’s approach to science, technology
and innovation to support deterrence, UK
industrial growth and innovation, and force
modernisation.

e The UK Defence and Security Exports

function transferred to Defence from the
Department for Business and Trade. Major
export successes have been delivered over
the course of 2025, totalling over £20
billion. These include landmark export
deals with Norway and Turkiye, which
demonstrate Defence as an engine for UK
growth, while strengthening the UK’s
commitment to working closely with its
NATO allies.

¢ A segmented acquisition model has been

introduced which tailors acquisition routes
to the type of capability, supplier and levels

Performance Report

of risk. In support of this, the Accelerating
Commercial Pathways programme is
improving our ability to exploit the full
range of commercial approaches.

The Defence Industrial Joint Council has
been established and is the Department’s
primary strategic mechanism for
engagement and collaborative delivery
within the Defence sector. The recent
launch of a Small and Medium Sized
Enterprises (SME) pathway will enable
teams across Defence to reduce barriers
and increase the number of opportunities
for small businesses, whilst also making
our contracting processes simpler, less
onerous and faster.

The DNE has delivered significant progress
in removing barriers to industry and
economic productivity that sit outside of
industry’s control, particularly the
prioritisation of the Nuclear Skills Plan and
the Barrow Transformation Fund. The
Nuclear Skills Plan has delivered c. 1,300
graduates and c. 3,100 apprentices into
defence nuclear in its first two years of
operation, and is investing £65.6 million
over the next eight years to create over 500
PhD positions. The Barrow Transformation
Fund and further investment in Barrow-in-
Furness has seen the launch of a 10-year
investment plan, a fund for the town’s
voluntary and community sector, and a
grant scheme to help those who want to
overcome health challenges back into
work.

The government’s response to John
Fingleton’s independent nuclear regulatory
review was issued in March 2026. This
represented a major milestone in delivery
of our SDR ambition to remove barriers to
productivity where only government can
act. The Government has accepted all
recommendations, and they will be
implemented within two years.
Implementation will address areas of
regulatory simplification, risk management
and proportionality, environment and
planning, and capability and capacity.
These activities are enablers in the DNE’s
major recapitalisation programme, whereby
we are investing in critical national
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infrastructure, whilst removing barriers
which prevent the DNE delivering its
programmes.

e The Defence Secretary opened Europe’s

biggest drone testing centre in Swindon in
June 2026. This officially launched the
Uncrewed Systems Centre, to support the
UK’s Armed Forces to stay at the leading
edge of innovation through rapidly
developing and fielding capabilities in
weeks, not years. The Centre will also
support small British businesses, unlock
exports, and create highly-skilled jobs.

Supporting Our People:
¢ A new Defence Housing Strategy was

8

introduced, setting out a vision for the
future transformation of military homes.

A Defence Housing Service, which is being
created as part of the Armed Forces Bill,
will lead the programme.

An ambitious programme of work to rapidly
fix 1,000 of the worst military homes was
completed ahead of schedule, in time for
Christmas. The programme of housing
improvements, known as Raising the
Minimum Standards, has seen significant
work to homes across the UK, including
replacing doors and windows to improve
thermal efficiency, replacing heating
systems, replacing kitchens and
bathrooms, the removal of concrete
porches, and interior and exterior
redecoration.

We are improving the offer to our people,
ensuring our workforce has the right skills,
training, and opportunities to meet the
challenges of today and tomorrow. Training
and education policies have been rewritten
to enable training to be adapted at speed
and delivery plans are in place to enable
more opportunities for secondments,
including with the Defence Intelligence
cadre to develop expertise in emerging
technologies and cyber.

MOD Annual Report and Accounts 2025-26

Defence Investment Plan

The Defence Investment Plan is a new
investment framework and a new investment
programme, developed in the context of and
defined by the SDR vision. The Defence
Investment Plan summarises the major
investment choices being made over the next
four financial years, with a scalable framework
for investment over the decade ahead.



Defence Reform

Defence Reform continues to modernise the
Department so that it can respond more
effectively to an increasingly complex security
environment and deliver the Strategic Defence
Review. The reform agenda is focused on
strengthening accountability and clarity of
roles, accelerating the delivery of capability
and support to the frontline, and improving
value for money for the taxpayer. Central to
this is the shift to operating as a single
Defence enterprise, reducing fragmentation,
improving coherence across the Department,
and enabling more effective collective
decision making across policy, military,
commercial and delivery functions.

The new Defence Operating Model went live
on 1 April 2026, marking a significant
transition from a period of organisational
design into live operation. The Defence
Operating Model Blueprint (April 2026) sets
out how Defence now operates across four
integrated leadership Areas: the Department
of State, the Military Strategic Headquarters,
the National Armaments Director Group, and
the Defence Nuclear Enterprise. Together,
these Areas bring previously separate
organisations into a more integrated structure,
with clearer leadership accountabilities,
strengthened functional coherence and more
consistent enterprise-wide processes. This
provides a firmer basis for aligning strategy,
resources and delivery, while retaining the
distinct responsibilities required to support
Defence outputs.

The Defence Operating Model Blueprint was
developed through extensive engagement
across Defence, including with senior leaders,
Functions and delivery organisations. This
helped to test assumptions and ensure the
model was grounded in practical experience.
While the Blueprint does not represent a
complete end state in all areas, it provides a
stable and coherent framework for Defence
to operate from April 2026, with scope to

be refined as experience is gained through
live operation.

Performance Report

This transition into sustained delivery is
underpinned by the Defence Reform
Implementation Strategy which provides the
framework for embedding and continuously
improving the operating model. The strategy
is designed to deliver a coherent, enterprise-
wide transformation that embeds the new
DOM as business-as-usual, while achieving
the 2030 outcome of a continuously
adaptable, warfighting-ready organisation.

The strategy builds conviction in the operating
model, through increasing understanding,
enabled by upskilling and learning from
experience, alongside systematic
measurement of performance at both
individual and enterprise levels. Delivery is
structured around four mutually reinforcing
priorities: strengthening strategy development
as the core of the operating model; force
development to generate enduring military
advantage; embedding behavioural change to
ensure reforms are adopted and endure; and
accelerating digitalisation to realise the
benefits of the DOM and deliver better and
more agile decision-making.

This is delivered through Area-led
implementation and detailed design,
supported by a rebalanced Reform team
focused on capability-building, learning from
experience and maintaining enterprise
coherence. It is reinforced by deliberate
communications and engagement to build
understanding, trust, agency and visible
leadership commitment, alongside a
performance framework that uses data and
incentives to drive enterprise outcomes.
Taken together, this ensures that Defence
Reform operates not a discrete programme,
but an enduring mechanism for continuous
strategic adaptation and operational
effectiveness.

MOD Annual Report and Accounts 2025-26 9
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Summary of Principal Risks

In 2025-26, Defence operated a
comprehensive risk framework that enables
risks to be identified and managed at all levels
of the organisation. These range from
Defence Board owned risks (principal risks)
through to strategic risks across the four
Areas and Military Commands reflecting their
full breadth of responsibilities in delivering
operational capability, force readiness and
support to procurement and in-service
activities. At the strategic level, Defence
identifies its principal risks against core
ministerial commitments and Defence
Outcomes, ensuring that risks which could
directly affect the delivery of Defence
strategic objectives can be effectively
managed through appropriate governance
and investment decisions.

The Department’s principal risks are overseen
and agreed by the Defence Board. Each
principal risk is allocated to an Executive
Committee (ExCo) member, who acts as the
single point of accountability for ensuring the
risk is mitigated to the extent of available
resources. Risk detail is withheld for matters
of national security, but the principal risks
currently monitored include those affecting:

e Qur ability to Warfight

e Our workforce capacity and skills to meet
future strategic demands

e Transforming the Force through science,
innovation and technology

e Qur ability to keep people safe and secure

¢ Increasing our cyber and wider resilience

e Creating an alliance with industry and
resilience in the supply chain

¢ Building and maintaining robust and
effective relationships with our partners

e Adapting to the impacts of climate change.
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The Executive Committee continue to form the
key components of enterprise governance,
ensuring that strategic risks are mitigated and
that the Department’s strategy is effectively
implemented. The Governance Statement
contains further information on our internal
controls and risk management approach,
including activities undertaken through the
year to reduce risk in our key areas.
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Financial Performance Summary

Aneen Blackmore
DG Finance

Introduction

The Finance Function in Defence remains
well-established, operating within a clear
framework of policies, accountabilities and
proportionate internal controls. This provides a
robust foundation for financial management
and assurance across the Department,
supporting effective decision-making and
stewardship of public funds.

Significant progress has been made in
addressing the audit qualifications reported in
2024-25 and strengthening the evidence base
underpinning the 2025-26 accounts. This has
included improvements to underlying records,
reinforced end-to-end processes, and
enhanced review and challenge in areas of
higher risk.

The Spring Statement did not result in material
changes to Defence funding for 2025-26 and
the Department continued to operate within
previously agreed budget settlements. Existing
commitments to increase Defence spending
remain in place, with future funding decisions
to be considered as part of the next Spending
Review.

2024-25 Audit qualifications

For the material limitation of scope relating to
AWE Assets Under Construction, balances
have been reviewed and processes
strengthened, particularly where legacy
arrangements contributed to the issue.
Departmental policies have also been updated,
improving valuation approaches across the

wider asset base. The NAO will consider the
outcomes of this work as part of its audit work
on the financial statements.

In relation to the regularity qualification, the
Department revised its accounting approach to
provisions, agreeing with the NAO to recognise
liabilities where they can be reliably estimated.
We have also bolstered estimation processes
for legal and resettlement costs. This work
remains a priority in 2025-26, alongside a
wider programme to reinforce financial
controls, governance and consistency across
Defence. The NAO will consider the impact of
these actions as part of its audit work on the
financial statements.

Finance and Defence Reform

During 2025-26, the Finance Function
supported Defence as it transitioned under
Defence Reform, adapting how we operate to
align with new structures and ways of working.
Defence Reform provides an opportunity to
simplify processes, clarify accountabilities and
toughen assurance across the Department.

A central focus has been developing the future
Finance Operating Model, designed to improve
agility, insight and readiness and to toughen
financial leadership within the new Defence
construct.

Over the year, we mapped Finance services to
the Finance Operating Model and set priorities
to transition to a more unified Finance Function
in 2026-27. This includes bringing subject
matter experts together to increase specialist
capability, assurance and streamlining
processes to better support operational
delivery across Defence.

Our priorities remain: clear financial
accountability; transparent, insightful
financial information; faster, better-informed
decision-making; and efficiencies through
improved ways of working.
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Financial Performance in 2025-26

Overview

The MOD receives authority from Parliament
to commit resources to run the Department,
both capital and cash, via the Supply
Estimates. These are published twice in
each financial year.

HM Treasury is responsible for the design of
the budgeting system against which the
Department is controlled. Departmental
Expenditure Limits (DELs) are set as part of
the Spending Review process and
departments must not exceed these limits.

Resource Budgets control current
expenditure such as pay, equipment support
and infrastructure maintenance as well as
asset depreciation.

Capital budgets exist to control new investment
and allow spending on capital assets.

Within the Resource DEL there is a separate
Administration budget, also set in the
Spending Review, to cover expenditure on
running central government bodies (excluding
their frontline activities). In addition, some
expenditure is specifically ringfenced for
example Defence Nuclear Enterprise (DNE)
and requests to switch expenditure to other
budget areas will not be approved. For MOD,

Analysis of Departmental Expenditure 2025-26

this includes depreciation and impairment
costs and the Cost of Operations.

Annually Managed Expenditure (AME)
budgets are demand-led and volatile so
cannot be absorbed within normal controls.
The AME budget is set by HM Treasury and
any expected increases require Treasury
approval. There is also a non-budget section

of the Statement of Outturn against

Parliamentary Supply (SOPS), to cover any
prior period adjustments that may be required
within the current year’s accounts.

Performance Against Estimates

The Department’s financial outturn was
delivered within all Parliamentary Control
Totals and DELs. This was achieved through
effective and regular scrutiny and challenge
of our financial plans, forecasts and risks,
with accountability for financial outcomes

clearly defined.

As a result we have effectively balanced the
Capital Departmental Expenditure Limit

(DEL) to within less than 0.3% of the
£23.131 billion budget.

The Non-Ringfenced Resource DEL was
also delivered to within less than 0.4% of
the £36.978 billion budget.

A breakdown of expenditure against the
Parliamentary and Treasury Controls can
be found in the following table:

Estimate Outturn Variance Variance

Comparison of Estimate to Outturn £ billion £ billion £ billion %
Resource DEL (non ringfenced); of which 36.978 36.857 0.121 0%
Resource DEL (non-ringfenced, administration element) 2.182 2.182 - 0%
Resource DEL (ringfenced) 19.113 8.985 10.128 53%
Cost of Operations (ringfenced) 2140 2.082 0.058 3%
Total Resource DEL 58.231 47.924 10.307 18%
Capital DEL (non ringfenced) 21.214 21.150 0.064 0%
Cost of Operations (ringfenced) 1.917 1.917 - 0%
Total Capital DEL 23.131 23.067 0.064 0%
Voted Resource AME 7.045 3.582 3.463 49%
Voted Capital AME 0.001 - 0.001 148%
Total Voted AME 7.046 3.5682 3.464 49%
Non Budget 5.377 2.021 3.356 62%
Total Non Budget 5.377 2.021 3.356 62%
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The majority of the Resource Departmental Expenditure Limit (RDEL) variance in core expenditure
of £0.121 billion reflects small variances across programme and administration expenditure, with
overall spend remaining broadly in line with plans.

The Capital Departmental Expenditure Limit (CDEL) outturn variance was £0.064 billion which
relates to small variances across several capital programmes.

Ringfenced Resource DEL relates to depreciation/impairment of the Department’s assets.
The variance to budget of £10.128 billion relates to asset revaluation and depreciation.

For Annually Managed Resource Expenditure (AME), which by its nature is demand led and
volatile, the outturn was £3.464 billion below budget which reflects changes in provisions,
including valuation movements and updated assumptions applied at year end.

Non-budget AME expenditure was £3.356 billion below budget, reflecting lower than
expected Prior Period Adjustments reported in the financial statements in 2025-26.

Further detail on the Reconciliation of Net Resource Outturn to Net Operating costs can be
found in the Accountability Report SOPS Note 2.

Where We Spent Our Money in 2025-26

The following chart provides a breakdown of This expenditure is controlled by the

all non-ringfenced expenditure and Department through the In-Year Management
operational ringfenced expenditure incurred forecasting process.

by the Department in 2025-26.

Where we spent our money 2025-26
Total Expenditure £62.006 billion (Bn)

Cost of Operations

Defence Nuclear Capital Expenditure

Civilian Personnel | Other Costs
Defence Nuclear

Resource

WPB

Service Personnel Capital Expenditure Equipment Support Administration Inventory
W Service Personnel £12.764 Bn W Capital Expenditure £12.263 Bn | Defence Nuclear Capital Expenditure £8.887 Bn
B Equipment Support £6.367 Bn B Infrastructure £5.696 Bn M Cost of Operations £3.998 Bn
B Defence Nuclear Resource £2.985 Bn B Administration £1.910 Bn MW Civilian Personnel £1.894 Bn
B Other Costs £1.763 Bn W Inventory £1.213 Bn W DE&S £1.119 Bn
B War Pensions Benefits £0.633 Bn B Defence Nuclear Administration £0.272 Bn Arm’s Length Bodies £0.242 Bn

Defence Nuclear Enterprise (DNE) has been shown as a separate item since 2023-24, to reflect a change in reporting
arrangements.
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Operational Spend Achievements

The Costs of Operations covers the net
additional costs incurred by the Department
in support of military operations. Net
additional costs are costs that materialise
directly, and solely, as a result of an
operation, such as additional material,

deployment costs, and weapons expenditure.

In 2025-26 the Department incurred net
additional costs against a variety of
Operations, most significantly in our
unwavering support to Ukraine. Meanwhile,
the Department has simultaneously worked
with Wider Gulf partners to respond to
reactive challenges such as defensive
operations to intercept Iranian strikes.

The Department also incurred costs against
a variety of other Operations, including
counter-terrorism and wider operational
activity across the Broader Middle East.

In 2025-26, MOD also received the annual
allocation from the Integrated Security Fund
(ISF), a cross-HM Government fund enabling
funding for conflict prevention, stabilisation,
security and peacekeeping activities, under
direction of the National Security Council
(NSC). Further details on military operations
can be found within the Performance
Analysis section.
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Spend on Main Areas of Conflict 2025-26
Total Expenditure £3.998 billion.

The following graph reflects the spend on the
main areas of conflict in 2025-26:

Ukraine & Counter-Russia

Broader Middle East

[ Ukraine & Counter-Russia £3.26 Bn

[l Other £0.31 Bn

M Broader Middle East £0.29 Bn

M Wider Gulf £0.10 Bn

I ISF (Integrated Security Fund) £0.04 Bn



Performance Report

Long Term Expenditure Trends

The graph below shows the long-term trend excluding asset depreciation and impairment
for Resource and Capital expenditure, from 2022-23 to 2025-26.

Analysis of Capital DEL and Cash Resource DEL by Type of Expenditure (£Billion)
65
60
55
50
45
40
35
30
25

2022-23 2023-24 2024-25 2025-26
Other Costs [ DE&S BTE, ALBs and War Pension Benefits

Costs of Operations B Infrastructure, Equipment Support and Inventory Costs
Defence Nuclear Admin [ Defence Nuclear Resource

Defence Nuclear Capital Expenditure Service & Civilian Personnel, Administration Costs

Capital Expenditure

Defence Nuclear Enterprise (DNE) has been shown as a separate item since 2023-24, to reflect a change in reporting
arrangements.
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Financial Assurance & Audit
Activities

Between April 2025 and March 2026, the
Finance Function strengthened assurance
and governance, issuing updated policy and
guidance in key risk areas (notably provisions,
losses and commercial controls), and driving
greater consistency through standardised
processes and templates. It enhanced
second-line scrutiny through more structured
review and challenge of material judgements,
while working with Defence Risk & Assurance
to deliver targeted, risk-based assurance over
high-risk areas. Collectively, this improved the
quality of evidence, reduced control variability
across Commands, and increased confidence
in the completeness, accuracy and
transparency of financial reporting.

Our new Finance Operating Model
strengthens financial controls, assurance and
lines of defence by acting as the central
second-line authority: setting consistent
control standards and providing structured
oversight and challenge across Defence.
This includes standardising key financial
processes, enforcing minimum evidence
requirements, and aligning assurance activity
with Defence Risk & Assurance to focus on
material risks. It will also clarify roles across
the three lines of defence, reduce duplication
in assurance activity, and support delegated
operating models through a “freedoms within
a framework” approach, ensuring that
increased autonomy is underpinned by
robust and coherent financial control.

Transformation & Modernisation

During 2025-26, Finance supported delivery
of Defence Reform by stabilising in-year
management through a period of structural
transition, including where accountabilities
and finance flows were still being finalised.
This included additional activity to support
parallel running across systems, manage
boundary issues, and support remapping of
budgets and balance sheet items to the
evolving Defence structures, underpinning
delivery of core financial products and
stronger control.
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Alongside Defence Reform implementation,
Finance reviewed and validated key financial
accounting policies and controls to ensure
they remain fit for purpose across the new
structure and to increase visibility and
effectiveness across the lines of defence.
This has been supported by work with
Defence Risk & Assurance, including use of
control self-assessments and targeted
assurance activity, alongside internal and
external audit work, to fortify evidence,
improve consistency and prioritise
remediation where gaps were identified.
Improvements to reporting, automation and
data quality are being progressed through the
Journey to the Cloud programme and the
planned implementation of the new Finance
Operating Model.

We continue to focus on:

¢ Clear and effective financial accountability
embedded through defined roles, standard
responsibilities and consistent governance
arrangements, ensuring financial ownership
is clearly understood and consistently
exercised across Defence.

¢ Transparent and insightful financial
information delivered through improved
data quality, consistency and accessibility,
enabling timely, reliable insight to inform
decision-making.

¢ Faster, better-informed decision-making
in support of operational delivery will be
enabled through simplified processes,
clearer approvals and improved financial
insight, bolstering Finance’s ability to
support operational priorities.

¢ Efficiencies and improved ways of working
will be delivered through streamlined
finance service delivery and system
modernisation through Corporate Services
Modernisation, enhancing ways of working
and strengthening Finance capability.

Digital Enabling and Modernisation

The Journey to the Cloud (J2C) programme
progressed in 2025-26 as a central pillar of
the Corporate Services Modernisation
portfolio, supporting the transition of Defence
finance systems to Oracle Fusion Cloud.



During the year, the programme advanced
from design into preparation phase,
completing key solution design activity and
progressing de-risking activity across core
finance processes, alongside strengthening
governance to manage design decisions,
dependencies and readiness activity,
including maturity assessments.

J2C supports Defence Reform and enables
the Finance Operating Model by underpinning
more standardised, simplified processes and
common data and reporting across Defence,
through improved automation. This
strengthens financial control through clearer
process ownership; improved evidence trails
and reduced reliance on manual workarounds
and improves the timeliness and quality of
management information to support decision-
making. In parallel, the programme has
invested in people capability and change
readiness, including learning needs analysis,
change impact assessments and
commencing work to establish a change
advocate network to support adoption across
the Finance Function.

As the programme progresses, there remain
inherent challenges associated with the scale
and complexity of transformation, including
ensuring data quality, managing system
integration and maintaining continuity of
financial reporting during transition. The
programme continues to manage design
dependencies in key areas such as
accounting treatments and approval
structures, alongside the need to embed
new ways of working across the organisation
including adoption of Artificial Intelligence.
Addressing these risks will be critical to
securing the full benefits of J2C and ensuring
it delivers a sustainable and resilient finance
service for Defence.

Performance Report

Conclusion and Future Plans

In 2026-27, Finance will continue to
implement the Finance Operating Model,
moving from design into phased delivery.
Priorities include establishing strategic
financial centres and Centres of Excellence
for key services, embedding a more unified
Finance Function across Defence, and
aligning delivery with Defence Reform and
digital enablement through Journey to the
Cloud. Over time, these changes are
expected to deliver a more agile, resilient and
strategically focused Finance Function, with
continuous improvement embedded as
business as usual.

Aneen Blackmore
Director General Finance

%&fﬂ'y_ ﬁy/myﬁ—:

Jeremy Pocklington CB
Accounting Officer

9 July 2026
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Performance Analysis

Exercise Bersama Shield 2025 was a joint multinational exercise involving
member states from the Five Power Defence Arrangement (FPDA).



Performance Analysis

A warfighting force ready and able to win today and
in the future and a resilient nuclear deterrent

To meet the threats of today and tomorrow,
Defence is moving to warfighting readiness,
enhancing our ability to fight at the leading
edge of technology; establishing a more lethal
force, equipped for the future. We are
changing how we fight and how we support
that fight. As set out in the SDR, we will be
integrated by design; innovation led and
industry backed.

Homeland Defence

Defence plays an integral role in the Cabinet
Office-led Home Defence Programme, a
whole of Government endeavour, to enhance
and co-ordinate our civil and military national
security, resilience and preparedness for
crisis and conflict. Defence’s wide-ranging
contribution is informed by and reflects the
recommendations from this Government’s
strategies, including the Strategic Defence
Review, National Security Strategy and
Resilience Action Plan, to strengthen our
resilience and readiness against the threats
we face.

We are working closely with the Cabinet Office
to contribute towards cross-Government
efforts to increase public awareness and
resilience to the most serious risks we face,
including conflict scenarios. Our commitment
to a Whole-of-Society approach sets out how
government, businesses and the public all play
a part in strengthening our national defence
and resilience.

We are developing and exercising our military
plans for Homeland Defence, which will be
tested through the 2027 NATO STEADFAST
exercise series, as we continue to train with
our allies and partners.

Nuclear Deterrent

The UK’s approach remains a minimum,
credible, independent UK nuclear deterrent,
assigned to the defence of NATO. This is
delivered through our submarine launched
deterrent, which provides the assured
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second-strike capability that is the foundation
of the UK’s national security. A submarine-
based system remains the most effective and
proportionate means of delivering the UK’s
deterrent objectives, providing the
survivability, assurance, and operational
independence we need.

We continue to maintain the Continuous at
Sea Deterrent. The UK’s top defence priority
mission is known as Operation Relentless.
Delivered by the Royal Navy since 1969, this
operation ensures that at least one nuclear-
powered, nuclear-armed Vanguard Class
submarine is on patrol at all times, armed with
Trident missiles and the UK’s nuclear
warhead, to deter potential adversaries and
protect the nation and NATO allies. This
Government is committed to the nuclear
deterrent triple lock:

¢ Building new nuclear submarines in
Barrow-in-Furness, supporting high-quality,
high-status apprenticeships and jobs, with
the supply chain benefits being felt right
across the country.

¢ The maintenance of Continuous At-Sea
Deterrent (CASD) — securing protection for
both the UK and NATO allies.

¢ The delivery of all future upgrades needed
for those submarines to patrol the waters
and keep our country safe.

Quick Reaction Alert

The Royal Air Force (RAF) Quick Reaction
Alert (QRA) system constitutes fighter aircraft
in the UK on constant standby, 24/7, 365
days a year, supported by a comprehensive
air defence network.

QRA Typhoons from RAF Coningsby and RAF
Lossiemouth, supported by Voyager air-to-air
refuelling aircraft from RAF Brize Norton,
launched six times in the 2025-26 financial
year. Three times were to track Russian
aircraft as they approached NATO’s area of
interest, with the RAF working in close



cooperation with NATO allies. The other three
times were in response to potential incidents
on civilian aircraft.

Maritime security

Royal Navy vessels routinely patrol our waters
to protect UK interests, contribute to
domestic maritime security and act as a
deterrent against potential malign activities.

Defence regularly and routinely monitors
Russian warships transiting within the UK’s
Exclusive Economic Zone (EEZ), under
Operation ADDISON, to maintain situational
awareness in UK waters and deter hostile
activity. In 2025-26 Royal Navy vessels were
activated 116 times, to shadow 61 Russian
warships and 28 Russian merchant vessels
within the UK’s EEZ under Op ADDISON.

There has been a 30% increase in Russian
Naval activity in the UK’s EEZ over the
previous two years. In November 2025, HMS
SOMERSET and a RAF aircraft tracked the
Russian spy ship YANTAR near key undersea
cables off Scotland. Furthermore, in
December 2025, the Royal Navy shadowed
the Kilo-class submarine KRASNODAR and
its tug through the English Channel. In
January 2026, the Royal Navy supported U.S.
forces in intercepting and interdicting the
Russian flagged tanker MARINERA (formerly
the BELLA1), with aerial surveillance provided
by the RAF.

Russian Kilo-class submarine Krasnodar (foreground), her
accompanying tugboat Altay (centre), and RFA Fast Fleet
Tanker Tidesurge (background)

Performance Analysis

This maritime activity is vital for safeguarding
national interests, protecting undersea
infrastructure, and fulfilling NATO obligations,
ensuring the UK’s maritime advantage in a
challenging security environment.

Military Aid to the Civil Authorities

2025-26 2024-25
MACA Operations 95 67
Personnel Deployed 850 700

Whilst not the lead for civil contingencies,
Defence can provide support if requested
through the long-established Military Aid to the
Civil Authorities (MACA) process. When civil
authorities cannot manage a disruptive
incident and all other options are exhausted,
we can deploy our unique capabilities to assist.
This can include the provision of personnel,
specialist equipment or infrastructure.

During 2025-26 UK armed forces delivered 95
MACA operations. In total around 850
personnel were deployed on MACA tasks.

We maintain three UK Standby Battalions
(UKSBs), keeping 900 service personnel on
24-48 hours’ notice to move, and two
Counter Uncrewed Aerial Systems (C-UAS)
on standby. These units stand ready,
nationwide, to provide rapid support for
resilience and contingency tasks, including
building flood defences and assisting during
adverse weather events.

Counter Terrorism

Defence holds personnel at permanent high
readiness to support police in the event of a
terrorist attack. This includes Operation
TEMPERER, the contingency plan to surge
military support to provide Armed Police
Backfill in response to terror threats within the
UK. Operation TEMPERER was not activated
in 2025-26.

Overseas, Defence has continued to provide a
range of counter terrorism support to partner
forces in priority nations, enabling them to
better protect both themselves, visiting British
nationals and British interests from the threat
of terrorism.
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In 2025-26, our capacity building efforts,
delivered under Op MONOGRAM and
coordinated with civilian activity by our
forward network of counter terrorism regional
coordinators, have enabled 25 projects
across the globe including training to counter
improvised explosive devices and to respond
effectively to crises. This activity, focused on
harnessing the unique skills of our armed
forces, is undertaken in line with and in
support of HM Government’s counter
terrorism strategy CONTEST, enabling
coherence across government.

Explosive Ordnance

Incidents 2025-26  2024-25
Conventional Munitions 1,953 1,811
Improvised Explosives 315 324
Total 2,268 2,135

Defence has a long-standing agreement in
place with the Home Office to respond to and
render safe Chemical, Biological,
Radiological, Nuclear and Explosive (CBRNE)
devices in the UK. Across the UK there has
been 2,268 call outs under Op TAPESTRY.

In January 2026 Defence provided explosive
ordnance disposal (EOD) and diving support
to render safe two unexploded WWII air-
dropped weapons concurrently, in Plymouth
city centre and a larger airdropped weapon
on a dredger in Exmouth marina. Highly
trained military bomb-disposal experts from
the Royal Navy’s Diving & Threat Exploitation
Group and the Army’s 11 EOD & Search
Regiment with support from Defence Science
and Technology utilised radiography to assist
with identification and modelling for disposal.
They carefully removed the devices from the
locations and for controlled disposals at sea.

Integrated Force Model

The Integrated Force Model has four
elements: a single force design; a common
set of foundational enablers; digital
enablement at its core and collaboration with
other government departments in real time.
The single force design is being implemented
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through the Defence Investment Plan (DIP).
The integrated force design will be completed
this year, with implementation thereafter.

The other three elements will be delivered
incrementally as part of continued efforts to
modernise and reform Defence.

Nuclear

Submarines

We are committed to the nuclear deterrent
triple lock which will see all four Dreadnought-
class submarines built in Barrow-in-Furness.
Dreadnought will deliver the next generation of
our nuclear deterrent, to continue to protect
our people and allies from the most extreme
threats to our national security and way of life.

The Dreadnought build programme is on track
to deliver Boat 1, ready for operations in the
early 2030s. Remaining boats will be delivered
on a drumbeat of no more than three years
thereafter. The volume of work undertaken
across the programme has trebled over the
last three years, with cumulative boat hours
hitting 25,000 hours per week in September, a
new record for the Barrow site. We have also
seen improvement in timelines, with Boat 2
now ahead of Boat 1 at the same point in its
build schedule.

Barrow will play a vital role in delivering Pillar 1
of the AUKUS programme, a partnership
between Australia, the United States and the
UK, that will see Australia acquiring a
conventionally-armed, nuclear-powered
submarine capability. The UK’s SSN-AUKUS
attack submarines will be built at the BAE
Systems site in Barrow, and over the coming
years hundreds of Australian personnel will work
and train there, giving them the vital experience
needed to deliver their own SSN-AUKUS.

In July 2025, the UK and Australia signed the
Treaty of Geelong, a 50-year agreement that
primarily will underpin our respective
SSN-AUKUS submarine programmes.
Entering into force in December 2025, the
Treaty will support thousands of jobs in both
countries, enhance our collective industrial



capacity and ultimately deliver the submarines
that keep the UK and our allies safe.

The Treaty demonstrates our commitment

to deliver both security and prosperity,
safeguarding jobs across the UK and
boosting our defence industry. This decades-
long programme will create over 7,000 new
jobs in UK shipyards and across the supply
chain, building on the billions of pounds
already invested in Barrow, Derby and
beyond.

In May 2026, the US, UK and Australia
announced that they will develop underwater
drone technology to protect undersea cables
and boost defence. The uncrewed undersea
vehicle (UUV) technology is expected to be
ready by next year.

The boost to the SSN-AUKUS programme will
see a major expansion of industrial capability
at Barrow-in-Furness and Raynesway, Derby.
This will support the building of up to 12
SSN-AUKUS submarines and will enable a
build rate of one submarine every 18 months
in the future.

Our programmes, including AUKUS and
Dreadnought, support over 47,000 jobs
across the UK, with this expected to grow
to 65,000 by 2030. This contributes to
opportunities and economic growth in local
communities across the UK.

Warhead

As announced in the SDR, we are investing
£15 billion into the sovereign nuclear warhead
programme (2025-26 to 2029-30). This will
see significant modernisation of infrastructure
at AWE Nuclear Security Technologies (AWE)
in Aldermaston and support more than 9,000
jobs at the Berkshire site, and thousands
more across the UK supply chain, from
Scotland to Somerset.

This year, AWE celebrated its 75-year
anniversary. AWE and the nuclear warhead
programme include some of the most
advanced and sensitive science, engineering
and manufacturing facilities in the UK,
sustaining the nuclear deterrent. This year we
reached a key milestone that has seen

Performance Analysis

developments in our explosives’ programmes,
providing resilience to supply our warhead
programme now and in the future.

We have also made significant progress in our
warhead testing programme, with a
successful breakthrough experiment utilising
a 3-axis hydrodynamic capability undertaken
at the joint UK/France EPURE facility
developed under TEUTATES and the 2010
Lancaster House Treaties, which underpin
UK/France scientific and technological
collaboration. Through capabilities like
EPURE, we continue to underwrite the safety
and security of our current stockpile, and
certify performance and safety for the
replacement warhead, whilst remaining fully
compliant with our Comprehensive Nuclear-
Test-Ban Treaty (CTBT) obligations. We have
continued to strengthen our collaboration with
France under the 2025 Northwood
Agreement.

We have continued to strengthen our
relationship with industry partners across the
UK industrial base, launching the Defence
Partnership with the High Value
Manufacturing Catapults. Through this
partnership, leveraging the considerable
investment in the sovereign replacement
warhead programme, we have invested in
the Manufacturing Technology Centre
(Oxford), Advanced Manufacturing and
Research Centre (Sheffield), and National
Composite Centre (Bristol).

National Endeavour

Guided by the Prime Minister, the National
Endeavour acknowledges the critical role
defence nuclear plays not only in our national
security but also UK growth and prosperity.

Through the National Endeavour, we are
working to deliver a skills plan that will
support the growth expected across the civil
and defence sectors. We are also working
across government to implement the findings
of the Nuclear Regulatory Review, to deliver
reform to our nuclear regulatory system so
that we can drive efficiency and cut
programme costs. We continue to invest in
Barrow-in-Furness to enable the expansion

MOD Annual Report and Accounts 2025-26 23



Performance Analysis

required to support the DNE. Last year, Team
Barrow launched its 10-year transformation
plan, a £2.8M fund for Barrow’s voluntary and
community sector, and a £400,000 grant
scheme designed to help people overcome
health challenges preventing them working.

In September 2025, His Majesty the King
visited Barrow to attend the commissioning
ceremony for HMS Agamemnon (the sixth of
seven Astute Class submarines) and to
bestow Royal Charter status on the Port of
Barrow. We have also launched Team
Plymouth and announced that it will be a
recipient of one of five Defence Growth Deals.

Hybrid Navy

The fundamental work of the Royal Navy is to
keep the sea lanes open, protect the nation
from seaborne attack, and promote and
defend UK interests around the world. The
Royal Navy will be guided by the principle:
“uncrewed wherever possible; crewed only
where necessary.”

We have seen the effect that autonomy and
uncrewed systems can have at sea, on land
and in the air, especially in Ukraine. In the
maritime domain simple, cheap, one-way
effectors are used to defeat complex and
capable warships and deny them freedom
of manoeuvre at sea.

Our platforms will be used alongside and in
support of existing and future warships and
as a capability in their own right. It is a
technology that will develop changing the way
we fight.

This includes deployment of hybrid air wings
on the Queen Elizabeth-class aircraft carriers,
a fusion of jets, helicopters and uncrewed
systems. The ambition is to launch the first
jet-powered drone from a carrier later in 2026,
part of a broader vision for the UK to lead
NATO nations in new ways of warfare from
the sea.

This also includes development of the Atlantic
Bastion concept which will see ships,
submarines, aircraft and unmanned vessels
connected through Al-powered acoustic
detection technology and integrated into a
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Digital Targeting Web, a network of weapons
systems that allow battlefield decisions for
targeting enemy threats to be made and
executed faster.

The programme represents a truly integrated,
multi-domain approach, combining Royal
Navy and Royal Air Force assets, digital
infrastructure and commercial partners to
create a networked system spanning air,
surface and underwater.

The Royal Navy has made British aviation
history with the UK’s first truly autonomous
full-size helicopter completing its maiden flight
on 16 January 2026. Proteus has been
designed and built by Leonardo as a
demonstrator for the Royal Navy, to unlock the
potential of uncrewed aerial systems, operating
them side-by-side with crewed aircraft in a
future ‘hybrid air wing’, and potentially at the
heart of future anti-submarine operations as
part of the Atlantic Bastion strategy. The Royal
Navy’s Type 26 and Type 31 will serve as a
highly adaptable command-and-control
“mothership” capable of deploying, operating,
and coordinating autonomous drones.

In 2025-26, the Royal Navy has trialled
autonomous Rattler boats. Based on a rigid
inflatable boat (RIB) and with autonomy
packages and a variety of other systems and
services, the boats have been built and iterated
to meet Royal Navy specifications, with design
supported by military personnel working
alongside a consortium of SMEs. Unlike
previous drones operated by the Navy, they
have been designed to be fully uncrewed; can
operate individually or as part of a swarm. They
can be pre-programmed with mission profiles,
navigational routes and can work together as a
‘wolf pack’ on operations. Equipped with a
suite of high quality, military specification
sensors, cameras, and modular systems, the
boats are adaptable for a range of tasks
including surveillance, reconnaissance and
payload delivery.

British defence jobs have been further
boosted, and British sailors will be better
protected following delivery of the first end-
to-end autonomous USV UK mine hunting



vessel, known as ‘Ariadne’, which will enable
the Royal Navy to locate and destroy sea
mines faster and more efficiently, without
putting personnel at risk. These Unmanned
Surface Vehicles (USVs) have been built and
developed at pace, in a ground-breaking way,
alongside a coalition of local companies.

RNMB ARIADNE is 12 metres long, the same
size as an average bus, and can be deployed
from a harbour or mother ship to hunt the
seabed for mines using the Thales Synthetic
Aperture Multiview’s system, one of the
world’s most sophisticated towed sonars. It is
likely to be used both at home and overseas.

Defence Science and Technology Laboratory
(Dstl) enabled a cost effective new capability to
neutralise underwater unexploded ordnance
without putting personnel at risk. Working with
industry partners, Dstl adapted a commercially
available remote controlled robot to safely
dispose of explosives underwater. Beyond
force protection, this capability could also be
used to counter adversary threats to undersea
cables and pipelines.

A member of the Royal Navy onboard XV Patrick Blackett
taking part in an uncrewed/autonomous operational
demonstration.

More Lethal Army

Following the Strategic Defence Review and
learning the lessons from Ukraine, the Army
will deliver a tenfold increase in lethality by
2035, harnessing firepower, surveillance
technology, autonomy, digital connectivity
and data, leading the way in NATO in its use
of technology to change how it fights,
improving speed and accuracy.
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A central component of this transformation is
ASGARD, a Digital Targeting Web,
successfully trialled by British troops on
NATQO’s eastern flank in July 2025. ASGARD
allows soldiers to detect, understand and
engage enemy targets at unprecedented
speed and range. The project will enable
soldiers to rapidly find and strike enemy
targets at greater distances than ever before.
With continued investment and oversight,
ASGARD will deliver incremental capability
upgrades between 2026 and 2029, aligned
with NATO standards and Defence’s Digital
Targeting Web.

Transforming how data is used and decisions
are made on the battlefield, Dstl’s Stone Soup
provides a single, accurate operational picture
by combining data from multiple sensors such
as radar, cameras and satellites. In 2025,
Stone Soup consolidated its stability,
credibility, and scale, delivering clear defence
benefits by enabling progression to higher
technology readiness, integration into
programme assessment and assurance
environments and long-term sustainment as
shared infrastructure rather than a niche
research tool. Recognised by Five Eyes
Science and Technology, Stone Soup helps
keep the UK at the forefront of critical defence
technologies.

Dstl has also helped extend the nation’s only
sovereign capability to measure radar
signatures of large land vehicles. Working
with Thales, this effort ensures we continue to
receive accurate and timely radar signature
data for the next decade, allowing platforms
to be designed to reduce detection by enemy
radar and improve battlefield survivability.

And in May 2025, Dstl led the largest ever
multi-domain Al defence trial to develop
advanced systems for automatic target
detection and recognition. By filtering vast
amounts of information into clear, actionable
insights, this work supports faster decision
making using improved battlefield intelligence.

Regulars and Reserves has seen strength
stabilising over the past year. We will continue
to improve recruitment through faster, more
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flexible options and improving retention
through our planned ‘flexible working’
initiative and prioritised investment.

Recruitment in specialist areas such as cyber,
digital, healthcare, medical, and engineering,
remains challenging due to strong
competition in the wider market. To address
this, we are implementing actions to improve
retention, including more flexible terms of
service, a modernised allowance system,
bespoke pay spines, skills payments,
Targeted Financial Retention Incentives and a
pilot ‘total reward’ approach for engineers.

We will also reinvigorate our relationship with
the Strategic Reserve, ensuring the UK can
respond at scale to global insecurity. We
know that national resilience is a critical
component of our deterrence. This
strengthens the bond between society and
those who have or are currently serving.

It enables the nation to draw on the unique
experience and expertise of former service
personnel when it matters most. This will also
form part of our work to protect the Homeland
and meet our NATO Article 3 commitments.

Next Generation RAF

Air power is vital to the protection of the UK
and the freedom to fight and win. The RAF is
the Lead Command for Integrated Air and
Missile Defence (IAMD), cohering National
IAMD activity and contributing to NATO plans.
The RAF supports global stability through
operations and exercises with key allies and
partners, and provides the Integrated Force’s
quickest means of striking targets, with the
flexibility, speed and reach to deliver effect
globally.

As part of our NATO First approach to
deterrence and defence, we are committed to
strengthening NATO’s nuclear mission and
ensuring the Alliance’s posture remains fit for
purpose across the entire spectrum of
conflict. To further strengthen this
commitment, the UK will purchase new F-35A
fighter jets and join NATO’s dual capable
aircraft nuclear mission. It will support 20,000
jobs providing opportunities for working
people, whilst also stepping up national
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security and delivering a defence dividend
across the country.

The UK is creating a next-generation combat
aircraft through the Global Combat Air
Programme (GCAP) and autonomous
capabilities to defend Britain’s skies and
strike anywhere in the world. Future Combat
Air System (FCAS) is helping to develop a
thriving defence industrial and innovation
base to ensure the UK maintains air
superiority and freedom of action in the most
challenging environments. In the UK, GCAP is
the core of the Future Combat Air System
programme, with over 4,500 people working
on FCAS, supporting high-skilled jobs across
the South West, East and North West of
England and in Scotland.

The Strategic Defence Review highlighted
GCAP as a strong example of a capability
partnership, strengthening alliances and
enhancing our security, both in the Euro-
Atlantic and the Indo-Pacific. The UK is proud
to work alongside Japan and Italy on GCAP.
On 7 July 2025, we opened the trilateral
GCAP headquarters in Reading and launched
the joint venture made up of industry
organisations from all three nations to deliver
the programme.

Dstl, working with QinetiQ, has developed
EREBUS a flight test capability to enable
earlier real world testing of Defensive Aid
Systems (DAS), reducing risk, cost and time
to service while strengthening protection for
RAF aircraft against modern missile threats.
The first set of flight tests were completed in
October 2025, providing vital test evidence
for UK DAS development and assurance.
Future work will focus on reducing the risks
of integrating UK DAS to our military aircraft
making it simpler, quicker and cheaper to
bring these new systems and upgrades into
service. The UK is sharing best practice and
access to the test capability through the
Four-Eyes Air Electromagnetic Warfare
Combined Test and Evaluation Programme
Agreement, attracting interest from NATO and
European partners and reinforcing the UK’s
reputation for world-class Design and Access
Statement development.



Integrated Air and Missile Defence

Integrated Air and Missile Defence (IAMD) was
identified as a core priority within the
Strategic Defence Review (SDR). Effective
IAMD is a key element of deterrence and
provides the freedom of action required to
enable Military operations. The Royal Air
Force (RAF) is the Lead Command for delivery
of IAMD, responsible for integration of
contributions from all areas of the Integrated
Force, and the provision of the UK’s Air and
Missile Defence Commander (AMDC) to
ensure operational coherence across the
IAMD enterprise.

In response to the SDR, the Government
committed to provision £790 million over the
next four years of new investment through the
Defence Investment Plan (DIP), and we
established the IAMD Directorate within the
Military Strategic HQ. The Directorate’s role is
to maximise the benefit of DIP investment by
ensuring it is prioritised, cohered, and
employed effectively across the IAMD
enterprise. Initial activity has focused on the
application of agreed IAMD priorities to
strengthen capability and deliver maximum
operational effect within available resources.
In parallel, enhanced Governance structures,
incorporating wider cross-government
stakeholders, have been implemented to
ensure there is clear oversight, prioritisation
and decision discipline across the IAMD
Enterprise.

Space

Space is a critical national infrastructure
sector, a site of growing competition and a
domain that is central to warfighting. Assured
access to operate in, from and through space
underpins the UK’s security, prosperity, and
daily life. Effective use of space is critical to
the ability of the Integrated Force to
understand, communicate, move, and fight.
Satellite communication and data relays are
fundamental to the armed forces’ ability to
understand the battlespace, exchange
information and make and communicate
decisions in real time.

Performance Analysis

SKYNET is the UK Ministry of Defence’s
satellite communication (SATCOM) capability.
It supports operations to deliver information
to UK and allied forces around the world,
enabling battlefield information advantage
anywhere, anytime. Representing the single
largest government investment in the UK
space industry, SKYNET 6 highlights the
nation’s commitment to developing its space
capabilities.

The first of the SKYNET 6 assets, 6A, reached
a milestone in March 2025 with the
completion of the initial phase of testing at the
new UK-government funded National Satellite
Test Facility (NSTF) in Harwell, Oxfordshire.
The satellite will leverage the latest
developments in digital processing and radio
frequency spectrum utilisation, offering
greater capacity and versatility than previous
generations of SKYNET satellites.

Further testing of the completed SKYNET 6A
satellite will be conducted at the facility this
year, with Airbus Defence, Space UK and the
Science and Technology Facilities Council’s
(STFC) Rutherford Appleton Laboratory (RAL)
Space working closely together to guarantee
the satellite’s long-term functionality and
reliability once it’s launched into orbit. It will
be a critical asset for the UK’s armed forces
and allies, providing secure and reliable
communications for at least 15 years and
supporting a wide range of military activities
across all operational domains.

A £65 million deal with CGI UK, an IT systems
integration specialist, will see a command,
control and data processing system providing
the UK military with a better understanding of
the Space Domain, improving military
commanders decision-making process and
supporting operations, both at home and
overseas. Under the five-year contract,
Borealis will provide software for the National
Space Operations Centre, which develops
and operates the UK’s space surveillance and
protection capabilities, underpinning the UK’s
security and prosperity. It will be a unique,
UK-made system which will support military
operations around the world, enhancing
protection for our satellite technology that
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millions rely on, while boosting jobs and
growth at home.

Cyber

Modern conflict is increasingly shaped by
persistent cyber threats, hostile state activity
and the accelerating fusion of digital and
physical battlefields. To remain secure, we
must strengthen our ability to operate,
defend, and project power in cyberspace,
integrating offensive and defensive cyber
capabilities, enhancing resilience across
national infrastructure and ensuring forces
can fight through disruption.

We have reshaped the Cyber & Specialist
Operations Command (CSOC) to meet the
demands of modern competition and
warfighting, and we have the new Defence
Cyber and Electromagnetic Force, bringing
together cyber warfare and electromagnetic
spectrum operations across all armed forces.
CSOC now unites Defence’s cyber,
electromagnetic, intelligence fusion, and
specialist capabilities under a single, coherent
command structure, ensuring we can operate,
defend, and generate effects across the full
spectrum of domains: land, sea, air, space,
and cyberspace. This transformation
recognises that the Cyber (Cy) and
Electromagnetic (EM) environment underpins
every digital system, platform, and
communication pathway on which the modern
force depends; but that this same connectivity
creates systemic vulnerabilities that
adversaries routinely seek to exploit.

Recent conflicts, particularly in Ukraine, have
demonstrated that persistent cyber attacks,
disinformation campaigns, and integrated
digital operations are now defining features of
warfare. CSOC has embedded those frontline
lessons, driving a shift towards intelligence-
led, data-driven operations that integrate
cyber, EM, Al-enabled analytics, and rapid
technical innovation to sharpen the UK’s
operational advantage. Every day, CSOC’s
defensive cyber specialists safeguard critical
national networks, military systems, supply
chains, deployed platforms and the
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information environment on which all modern
operations rely.

The first fast-tracked cyber recruits have
graduated from the Defence Cyber Academy
and have now entered operational roles.
This reduces initial military training to around
one month, after which recruits undertake
three months of specialist cyber instruction,
aligning our talent pipeline with the pace and
complexity of the threat.

Taken together, these developments in
organisational reform, capability integration,
intelligence-led operations and workforce
growth represent a significant step in
strengthening Defence’s ability to operate
effectively in the CyEM domain. However,
force generation remains challenging, and
connectivity above Secret continues to be a
practical dependency, limiting the extent to
which Defence can fully integrate with
National and Five Eyes (FVEY) partners
operating routinely at those levels.

Digital Targeting Web

The Digital Targeting Web (DTW) will be the
unifying digital mission for the Integrated
Force. It will be an adaptive, secure and
evolving set of data and digital services that
unite users, systems and platforms to enable
and enhance targeting accuracy, precision,
speed and resilience across all domains. The
core of the targeting web is data, which will
be moved via the digital backbone and
exploited by customers using Al software to
generate targeting speed, precision and scale.
The approach to deliver the DTW is novel: the
ability to develop digital and data capabilities
at pace is more important than any given
capability at a point in time, where historical
procurement models are too slow and lack
agility. Decentralised delivery actively
supported by centralised control is therefore
the model of choice. The DTW will be
dependent on the development of a Digital
Warfighting Group capability that will enable
the rapid development of capability exploiting
core infrastructure and services.



We have established a number of key
enabling projects: a data brokerage service,
automation of existing targeting processes,
cross-domain solutions, design authority
development, reference architecture
development and publication of patterns and
standards to enable existing programmes to
start to align to DTW outcomes, however, we
know that dynamic defensive targeting
required to enable IAMD is the most
challenging task for DTW to support.

The design of a coherent delivery and lead
command model is being developed and
iteratively implemented in conjunction with
the NAD Group. Industry has been engaged
since summer 2025 to establish working
relationships particularly focused on small
and medium enterprises (SMEs), through a
collaborative model rather than reliance on a
singular Defence ‘prime’ contractor delivering
bespoke or point solutions. Work has also
begun across bilateral and NATO partners
and allies to synchronise activity and
approaches within a ‘NATO-first’ model whilst
retaining sovereign ownership of data.

Weapons

UK troops are being armed and protected
through major investment in future weapons
technology as the UK seeks to become the
leading edge of innovation in NATO.

The British Army has pioneered the use of a
radio-frequency directed energy weapon
demonstrator. Developed by a UK-led
consortium, more than 100 drones were
neutralised using high-frequency radio waves
during trials in Pembrokeshire.

Further enhancing battlefield effectiveness,
the Army achieved a world-first live fire
record, using Javelin’s Lightweight Command
Launch Unit to engage a target at 4km range
on Salisbury Plain. This advanced system is
smaller, lighter, and doubles target detection,
with UK-supported production set to increase
significantly by 2030. The milestone
underscores the UK’s leadership in anti-tank
technology, contributing £56 million annually
to the economy.

Performance Analysis

In air defence, a £118 million contract
awarded to MBDA will deliver six Land Ceptor
missile launchers over three years. These
launchers, integral to the Sky Sabre weapon
system, fire Common Anti-Air Modular
Missiles capable of intercepting multiple
high-speed threats. Tested in NATO exercises
and deployed in Poland, the programme
supports up to 140 UK jobs, including at
MBDA’s expanding Bolton site.

The UK’s commitment to maintaining critical
firepower is further demonstrated by a £20
million, 10-year contract with FN UK to
upgrade and support the L111A1 Heavy
Machine Gun. This mid-life improvement
programme, being undertaken in Kent, will
enhance performance, reliability, and reduce
costs, saving Defence approximately £9
million while sustaining 90 jobs. Marking FN
UK’s 50th anniversary, the contract reflects
over 135 years of expertise and dedication to
UK defence manufacturing.

The Royal Navy’s maritime strike capabilities
have been significantly enhanced with the
achievement of Initial Operating Capability of
Sea Venom missiles on Wildcat helicopters
during Operation Highmast in the Indo-
Pacific. Equipped with advanced operator-
in-the-loop targeting, Sea Venom offers
exceptional precision and flexibility against a
range of threats, complementing the Martlet
missile within the Future Anti-Surface Guided
Weapon programme to provide
comprehensive anti-surface warfare.

And the UK’s DragonFire laser system has
successfully engaged high-speed drones in
trials, leading to a £316 million contract with
MBDA to deliver this cutting-edge directed
energy weapon to the Royal Navy by 2027,
five years ahead of schedule. Costing just £10
per shot, DragonFire represents the first
high-power laser capability entering service
from a European nation.

This programme is supported by a £490
million investment from the Defence
Investment Plan to develop Directed Energy
weapons, including the delivery of the
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DragonFire system on Royal Navy Type 45
destroyers from 2027.

Internationally, the UK and France have
reinforced their defence partnership by
signing a Memorandum of Understanding to
jointly study a successor to the Meteor
missile, a leading beyond-visual-range air-to-
air weapon. This 12-month study, a key
outcome of the Lancaster House 2.0 treaty,
will assess future threats and explore
advanced technologies to develop a
next-generation missile system. As part of a
renewed Entente Industrielle, the initiative
aims to enhance industrial efficiency, reduce
duplication, and strengthen NATO’s air
combat capabilities. A joint Complex
Weapons Portfolio Office will coordinate
missile programmes, fostering closer defence
alignment and international cooperation.

Wildcat Helicopters fly past HMS Prince of Wales, carrying Sea Venom medium-weight anti-ship missiles.
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An organisation that takes a NATO first approach by
stepping up our commitments for European secuirity,
and extends our influence beyond the ability to

fight through diplomacy and development of other
nations’ capacity to defend themselves

NATO is the bedrock of Euro-Atlantic security,
reflected in the adoption of our ‘NATO First’
approach. This ensures that NATO is foremost
in how Defence plans, is the foundation for
how Defence thinks and is embedded in how
Defence acts. NATO is the starting point for
how the armed forces are developed,
organised, equipped and trained. The UK’s
commitment to NATO remains steadfast, and
we continue to declare our nuclear deterrent
to the defence of NATO.

The Strategic Concept states that NATO is
committed to ensuring greater integration and
coherence of capabilities and activities across
all domains and the spectrum of conflict,
while reaffirming the unique and distinct role
of nuclear deterrence. The July 2024
Washington Summit declaration went further,
committing to modernising NATO’s nuclear
capabilities, strengthening NATO’s nuclear
planning capability, and adapting as
necessary. The UK will continue to support
the development of NATO’s nuclear
capabilities and planning through the NATO
Nuclear Planning Group (NPG).

In total we will invest £298 billion in Defence
over the next four years, including a £15
billion increase in spending power over the
next four years above the previous spending
review settlement. This enables the armed
forces to keep the country safe and support
NATO allies and underpins the UK’s
commitment to supporting Ukraine for as long
as it takes, including playing a leadership role
in the Coalition of the Willing.

We have played a central role in NATO’s
response to Russian air incursions, offering air
assets early to NATO’s enhanced vigilance
activity Eastern Sentry. On 10 September
2025, several Russian uncrewed aerial
systems entered Polish airspace, marking the
most significant incursion into NATO airspace
since the start of Putin’s illegal full-scale
invasion of Ukraine. In response, we deployed
RAF Typhoon fighter jets to support NATO’s
response to Eastern Sentry, reinforcing the
alliance’s air defences on its eastern flank.
These were supported by RAF Voyager air-
to-air refuelling aircraft. RAF Typhoons
conducted air defence missions over Poland,
operating alongside allied forces from
Denmark, France and Germany, to ensure

the security of allied territory and to deter
further aggression.

In November 2025, the UK carrier HMS Prince
of Wales was placed under NATO command
as it reached full operating capability,
strengthening NATO’s defence and
deterrence. We deployed a Royal Navy patrol
ship and RAF P-8 maritime surveillance
aircraft to monitor, track and deter a Russian
spy ship near UK waters and deployed
specialist units to counter drone threats in
Belgium and Denmark.

Recognising the importance of collaboration
across the Alliance for developing our
collective industrial base, 