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Senate OKs revised
deal to acquire tankers

By Michael Kilian
Washington Bureau

WASHINGTON—Ending a
two-year battle between the
Pentagon and Congress, the
Senate on Wednesday ap-
proved a compromise deal al-
lowing the Defense Depart-
ment to acquire 100 air-refuel-
ing tankers from Chicago-
based Boeing Co. for substan-
tially less than originally pro-
posed.

The revised arrangement
was part of the $401 billion de-
fense authorization bill,
which the Senate passed 95 to
3.

It is estimated that tax-
payers could save as much as
$5 billion as a result of the
compromise, which calls for
the Pentagon to lease 20 of 100
new Boeing 767 tankers but
buy the rest.

The original 26 billion pro-
posal, criticized as a “sweet-

heart deal” and “corporate
welfare” but backed by the
White House, Defense Secre-
tary Donald Rumsfeld and
House Speaker Dennis Has-
tert (R-111.), required the Pen-
tagon to lease all 100 of the
tankers.

The military traditionally
has purchased all its weapons
and equipment outright.

Senate Armed Forces Com-
mittee member John McCain
(R-Ariz.) and other critics ar-
gued from the beginning that

‘the 100 aircraft could be ac-

quired for much less if pur-
chased rather than leased.
McCain called the original
deal “the single worst exploi-
tation and abuse of the [pro-
curement] system that I have
seen in my 20 years of public
service,” but he supported
the compromise because “we
have probably saved the tax-
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payers several billion dollars.”

In part because of opposition
McCain generated on the
Armed Services Committee,
Chairman John Warner (R-Va.)
and senior Democrat Carl Levin
of Michigan expressed reserva-
tions about the original propos-
al and last month produced the
lease/buy compromise.

Danielle Brian, executive di-
rector of the citizens watchdog
group Project on Government
Oversight, had attacked the ini-
tial proposal as “the most ob-
scene example of corporate wel-
fare in recent memory.”

But Wednesday, the group’s
senior investigator, Eric Miller,
called the compromise “a victo-
1y for taxpayers” that “puts the
public interest ahead of special
interests.”

‘Breaking new ground’

In earlier testimony before
the Senate Commerce Commit-
tee, Boeing tanker program
manager John Sams acknowl-
edged that leasing rather than
buying aircraft would be
“breaking new ground” for a
Pentagon that traditionally has
purchased its acquisitions.

Sams called the lease propos-
al “agood deal for the Air Force”
and “fair and equitable to the

taxpayer.” He said that the lease

price was comparable with com-
mercial sector prices, and that
without the new tankers the Air
Force would be confronted by
extra costs in maintaining its
fleet of 544 KC-135 tankers,
which have an average age of 43

years. )

Air Force Secretary James
Roche told the committee that
many of the older aircraft were
suffering damage from corro-
sionand facing escalating main-
tenance costs, He said there was
an urgent need to replace them.

“The ongoing war on terror-
ism heightens our concerns re-
garding these aging aircraft,”

he said, noting the key role the
tankers played in supportmg
homeland security combat air
patrols and the air war in Af-
ghanistan and Iraq.

Converting Boeing’s civilian
airliners into tankers and leas-
ing them made for aquicker and
more efficient way of providing
replacements, he said.

McCain said that the Air
Force had not offered adequate
proof of any serious corrosion
problem, and that he disagreed
that leasing rather than pur-
chasing the tankers would make
any significant difference in the
swiftness of their delivery to the
Air Force.

“We're going to have to keep
an eye on them,” McCain said.
“They've tried every trick in the
books. There is no underesti-
mating the zeal to get business
to Boeing.”

Troubles for Boeing

The aircraft giant is under an
Air Force order banning it from
government satellite launch
contracts because of “serious
and substantial violations of
federal law” The service said
Boeing improperly obtained
25,000 documents from nval

The Air Force also shifted
about $1 billion in contracts
from Boeing to Lockheed as a
punitive measure.

A report in January from the
General Accounting Office,
Congress’ chief investigative
arm, charged that Boeing also
improperly obtained informa-
tion from Raytheon Co. during
bidding for work on anti-missile
defense equipment. .

The Defense Department’s in-
spector general also is conduct-
ing a probe into whether a for-
mer Air Force official now em-
ployed by Boeing improperly
gave the company proprietary
information during early nego-
tiations on the tanker deal.

Warren Rudman, a former Re-
publican senator from New
Hampshire, is conducting an in-
dependent review of company
practices. .

On Tuesday, Boeing an-
nounced it was creating a new
ethics section, called the Office
of Internal Governance, -which
would report directly to Chief
Executive Phil Condit.



