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What GAO Found

Over the past year, the overall size of DOD’s major defense acquisition program
portfolio decreased, from 80 programs to 78, while the estimated cost has
decreased by $7.6 billion. The size and cost of the portfolio is currently the lowest
in a decade. The decrease in current portfolio cost is due primarily to significant
quantity decreases on two programs—most other programs actually experienced
a cost increase over the past year. The average time to deliver initial capability to
the warfighter also increased by over 1 month. Forty programs in the portfolio lost
buying power during the past year resulting in $2.2 billion in additional costs, a
contrast to the buying power gains seen in GAO’s prior assessments. The F-35,
the costliest program in the portfolio, epitomizes this loss in buying power as its
costs have risen over the past year without any change in quantity, meaning it is
paying more for the same amount of capability.

Buying Power Analysis for the 2014 Portfolio (Fiscal year 2015 dollars in billions)

Actual Change Change not
procurement attributable to attributable to
cost change quantity changes quantity changes

Number of
programs

Programs that lost

buying power 40 $8.7 -$9.0 $17.7
Programs that

gained buying

power 34 -$16.7 -$1.3 -$15.4
Programs with no

change in buying

power 4 $0.0 $0.0 $0.0
Portfolio totals 78 -$8.1 -$10.3 $2.2

Source: GAO analysis of DOD data. | GAO-15-342SP
Note: Some numbers may not sum up due to rounding.

Most of the 38 programs GAO assessed this year are not yet fully following a
knowledge-based acquisition approach. This held true for the six programs that
recently entered system development. Each implemented some knowledge
based practices—such as constraining the period for development—but some
practices—such as fully maturing technologies prior to system development start
and completing systems engineering reviews—were not fully implemented. As a
result, programs will carry unwanted risk into subsequent phases of acquisition
that could result in cost growth or schedule delays.

Implementation of the reform initiatives GAO analyzed varies for the 38 programs
assessed above as well as the 15 assessed that will become programs in the
future. While more programs are implementing acquisition reform initiatives now
than in past assessments—such as the use of affordability constraints and
increased opportunities for competition—several programs requiring significant
funding commitments have received waivers from components of a mandatory
certification at system development start that were established to aid the success
of the acquisition. However, concurrently conducting both software and hardware
development during production may be exposing programs to undue cost and
schedule risk.
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m Comptroller General
U.S. GOVERNMENT ACCOUNTABILITY OFFICE of the United States

441 G St. N.W.
Washington, D.C. 20548

March 12, 2015
Congressional Committees

| am pleased to present GAO’s 13th annual assessment of the Department
of Defense’s (DOD) major defense acquisition programs. This report offers
observations on the performance of DOD'’s current $1.4 trillion portfolio of
78 programs, the smallest portfolio in terms of cost and number of
programs in a decade.” Despite the decrease in portfolio size, these 78
programs require approximately 30 percent of all development and
procurement funding for all DOD acquisition programs over the next 5
years. Given the magnitude of the investment at stake in these programs
in a time of continuing budgetary constraints, DOD cannot afford to pass
up any opportunity to address inefficiencies and free up resources for
higher priority needs. In our prior assessments, we reported that Congress
and DOD had taken steps to address long-standing problems with DOD
acquisitions—an area that has been on GAO’s high-risk list for 23 years—
by making legislative and policy changes that endorse a knowledge-based
acquisition approach.? As a result of these initiatives, some programs have
realized significant cost savings or avoided cost and schedule growth.
However, not all of these initiatives have been implemented to the same
extent, and as a result, some programs may be less successful at avoiding
future cost and schedule growth than others.

Our current assessment shows that the estimated cost of DOD’s 2014
portfolio of major defense acquisition programs is $90 billion less than the
2013 portfolio and decreased from 80 to 78 programs as well. As a result,
the portfolio is the smallest it has been in a decade. Similarly, the cost of
the 78 programs in the 2014 portfolio has decreased by more than $7
billion over the past year, a net cost decrease partially attributable to
significant quantity reductions in two programs—the Littoral Combat Ship
and the Warfighter Information Network—Tactical Increment 3. However,
the portfolio’s overall cost decrease is not necessarily indicative of the
performance of every program, as costs on 47 of the 78 programs

'Our assessment of DOD’s portfolio does not include the cost of the Ballistic Missile
Defense System (BMDS) which we exclude as the program lacks an acquisition program
baseline needed to support our assessment of cost and schedule change. For more
information on BMDS, see GAO, Missile Defense: Mixed Progress in Achieving Acquisition
Goals and Improving Accountability, GAO-14-351 (Washington, D.C.: April 1, 2014).

2GAO, High-Risk Series: An Update, GAO-15-290 (Washington, D.C.: February 11, 2015).
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increased over the past year. This undesirable cost performance shows
the need for continued oversight.

Our assessment also shows that the implementation of knowledge-based
acquisition practices among programs is showing little improvement as
programs continue to progress through the acquisition cycle without the
appropriate levels of knowledge at key junctures, making them less likely
to achieve their cost, schedule, and performance objectives. Of particular
concern are those programs that have recently entered system
development before satisfying best practices, leaving them at risk for
future cost and schedule growth. However, our analysis shows that more
programs are implementing selected acquisition reforms focused on
affordability, cost savings, and competition than in the past, although DOD
continues to accept risks by allowing programs to waive important
certifications at the start of their development or to begin production before
completing developmental testing. This report also includes brief
assessments of 38 current and 15 future major defense programs that
provide additional insights at a programmatic level.

Continued strong leadership on the part of DOD is essential in enforcing a
broader implementation of best practices in all aspects of weapon system
acquisition. Today, more programs are using acquisition strategies and
program management tools to find efficiencies and reduce costs while still
providing the needed capability. Given the prospect of shrinking or
stagnant defense budgets, it is important that the department continue and
even increase the use of these practices, as well as more fully implement
the other best practices we assessed to avoid the problematic strategies of
the past. The potential for savings and for better serving the warfighter
argue against complacency.

Yo

Gene L. Dodaro
Comptroller General
of the United States
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U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, D.C. 20548

March 12, 2015
Congressional Committees

In response to the mandate in the joint explanatory statement to the
Department of Defense Appropriations Act, 2009, this report provides
insight into the department’s $1.4 trillion portfolio of major weapon
programs.’ Since we began conducting this assessment in 2003,
Congress and DOD have improved the statutory and policy framework that
defines the defense acquisition system, encouraging a knowledge-based
approach for all of its major weapon programs. Despite this, some
programs are still experiencing cost growth and schedule delays.
Additionally, this report includes information related to small business
participation pursuant to a mandate in a report for the National Defense
Authorization Act for Fiscal Year 2013.2

This report includes observations on (1) the cost and schedule
performance of DOD’s 2014 portfolio of 78 major defense acquisition
programs, (2) the knowledge attained at key junctures in the acquisition
process for 38 weapon programs in development or early production, and
(3) key acquisition reform initiatives and whether programs are conducting
or planning concurrent testing and production.®

Our observations in this report are based on three sets of programs:

'See Explanatory Statement, 154 Cong. Rec. H 9427, 9526 (daily ed., Sept. 24, 2008), to
the Department of Defense Appropriations Act, 2009, contained in Division C of the
Consolidated Security, Disaster Assistance, and Continuing Appropriations Act, 2009, Pub.
L. No. 110-329 (2008).

?H.R. Rep. No. 112-479, at 284 (2012). The National Defense Authorization Act for Fiscal
Year 2013, Pub. L. No.112-239.

3Major defense acquisition programs (MDAP) are those identified by DOD with a dollar
value for all increments estimated to require eventual total expenditure for research,
development, test, and evaluation of more than $480 million, or for procurement of more
than $2.79 billion, in fiscal year 2014 constant dollars. DOD has a list of programs
designated as future major defense acquisition programs. These programs have not
formally been designated as MDAPs; however, DOD plans for these programs to enter
system development, or bypass development and begin production, at which point they will
likely be designated as MDAPs. We refer to these programs as future major defense
acquisition programs throughout this report.
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* We assessed 78 major defense acquisition programs in DOD’s 2014
portfolio for our analysis of cost and schedule performance. We
obtained cost, schedule, and quantity data from DOD’s December 2013
Selected Acquisition Reports (SAR) and from the Defense Acquisition
Management Information Retrieval Purview system. We assessed the
reliability of the data by interviewing knowledgeable agency officials,
and determined that the data were sufficiently reliable for the purposes
of this report.

+ We assessed 38 major defense acquisition programs currently between
the start of development and the early stages of production for
knowledge attained at key junctures, the implementation of acquisition
reforms, and their acquisition strategies. We obtained information on
the extent to which the programs follow knowledge-based practices—
established by the body of work included in the Related GAO Products
section of this report—for technology maturity, design stability, and
production maturity using two data-collection instruments, including a
questionnaire on issues such as systems engineering reviews, design
stability, manufacturing planning and execution, and the implementation
of specific acquisition reforms. We received questionnaire responses
from all 38 current programs from July through September 2014.

+ We assessed 15 future major defense acquisition programs in order to
gain additional insights into knowledge attained before the start of
development and the implementation of key acquisition reform
initiatives. We submitted a questionnaire to program offices to collect
information on issues such as program schedule events, costs, and
numerous acquisition reforms, and received responses from all 15
future programs from August through September 2014.

In addition to our observations on these sets of programs, we present
individual assessments of 53 weapon programs. These programs include
major defense acquisition programs currently in development or early
production, and future programs. Appendix | contains detailed information
on our scope and methodology.

We conducted this performance audit from June 2014 to March 2015 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
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Observations on the
Cost and Schedule
Performance of DOD'’s
2014 Major Defense
Acquisition Program
Portfolio

the evidence obtained provides a reasonable basis for our findings based
on our audit objectives.

The estimated cost of DOD’s 2014 portfolio of 78 major weapon system
acquisition programs is $90 billion less than the 2013 portfolio of 80
programs. The 78 programs within this year’s portfolio also report cost
decreases of $7.6 billion against their estimates from a year ago and a 1
month average increase to the schedule for delivery of initial capabilities.
The majority of the overall cost decrease in the 2014 portfolio can be
attributed to two programs that achieved significant cost decreases
through quantity reductions. The overall cost decrease masks two
negative trends, as the majority of programs actually experienced a cost
increase over the past year, and more than half of the 78 programs in the
portfolio reported cost increases not related to quantity changes, which we
refer to as a loss in buying power. The $7.6 billion net cost decrease over
the past year should also be considered in light of the cost and schedule
increases since first full estimates were made. Our analysis of DOD’s 2014
portfolio allows us to make the following nine observations.
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Cost and Schedule Performance Observations

General changes in the portfolio

1.  When compared to the 2013 portfolio, the number of programs in DOD’s 2014
portfolio decreased from 80 to 78, and its overall cost decreased by $90 billion from
$1,526 to $1,436 billion, driven primarily by programs completing acquisition and
exiting the portfolio.?

2. The current portfolio has the least number of programs and lowest total cost since
2004.P Similarly, the amount of funding needed to complete the portfolio has been
steadily decreasing from 60 percent of the total cost in 2004 to 45 percent now.

3. When analyzing the change to cost and schedule estimates over the past year for the
78 programs in the 2014 portfolio, we found that costs decreased by more than $7
billion and the delivery of initial operating capability was delayed by more than one
month on average. When assessed against first full estimates, the total cost of the
2014 portfolio has increased by over $457 billion, or nearly 47 percent, with an
average schedule delay of more than 29 months, or over 36 percent. These
increases are proportionally higher than those seen in past assessments.

Factors that explain the changes

4. While the overall cost of the 2014 portfolio decreased, a majority of the 78 programs
experienced cost increases over the past year. Significant cost estimate decreases
on two programs resulted in the overall net cost decrease.

5. When the effects of quantity changes are accounted for, 40 programs in the portfolio
lost buying power and 38 gained or had no change to buying power during the past
year, resulting in a net cost increase of $2.2 billion. This performance over the past
year diverges from the buying power gains seen in our prior assessments.

6. Schedule changes over the past year on a small number of the 78 programs
contributed to the portfolio’s overall delay of more than one month in the estimated
delivery of their initial capability, with 11 programs reporting a delay of 6 months or
more.

7. As measured against metrics discussed by GAO, the Office of Management and
Budget, and DOD in 2008, 69 percent of programs meet the threshold for less than 2
percent growth in total acquisition cost over the past year, and 44 percent met the
threshold for less than 15 percent cost growth since first full estimates. Both
percentages are lower than those reported previously.

Other Observations

8. Thirteen of the 23 programs reporting development cost estimate increases of 2
percent or more over the past year are in production, a phase of the acquisition cycle
which should have minimal development cost growth.

9. The F-35 Joint Strike Fighter, the costliest program in the portfolio since it joined in
2001, has also experienced the largest amount of cost growth since that time. If the
cost and schedule performance of the F-35 is removed, the 2014 portfolio’s
performance improves.

2All dollar figures are in fiscal year 2015 constant dollars, unless otherwise noted.

bDetails on program costs used for this analysis are provided in appendix .

Additional details about each observation follow.

1. When compared to the 2013 portfolio, the number of programs in
DOD’s 2014 portfolio has decreased from 80 to 78, and its

Page 6 GAO-15-342SP Assessments of Selected Weapon Programs



estimated total cost has decreased by $90 billion from $1.53 to
$1.44 trillion. This is primarily the result of several programs
nearing the end of their planned procurement and exiting the
portfolio. With 78 programs and an estimated cost of approximately
$1.44 billion, the 2014 portfolio has fewer programs and a smaller total
acquisition cost when compared to the 2013 portfolio. The changes
from the 2013 portfolio to the 2014 portfolio are outlined in table 1
below.

|
Table 1: Changes in the Cost of DOD’s Portfolio of Major Defense Acquisition
Programs from 2013 to 2014

Fiscal year 2015 dollars (in billions)

2013 portfolio (80 programs) $1,526
Less estimated total cost of the 5 exiting programs -$97
Plus estimated total cost of the 3 entering programs +$13
Less net cost changes on the 75 remaining programs -$7

2014 portfolio (78 programs) $1,436

Source: GAO analysis of DOD data. | GAO-15-342SP

Note: Our assessment of DOD’s 2013 and 2014 portfolios does not include the cost of the Ballistic
Missile Defense System (BMDS), which we exclude as the program lacks an acquisition program
baseline needed to support our assessment of cost and schedule change. Some numbers may not
sum up due to rounding.

When all the cost changes are taken into account, the cost of the 2014
portfolio is $90 billion less than the 2013 portfolio. This difference is
driven primarily by the costs of the programs exiting the portfolio,
particularly the F/A-18E/F Super Hornet and Family of Medium Tactical
Vehicles programs, which together account for more than $79 billion.
All five programs that exited the portfolio over the past year completed
their planned development and procurement; none were terminated.*

Three programs entered the portfolio, the Littoral Combat Ship -
Mission Packages, F-22 Increment 3.2B, and Air and Missile Defense
Radar. The Littoral Combat Ship - Mission Packages program started
in 2004 and spent several years in system development before a
milestone B decision was held in 2013 as a result of the restructuring

“The other three programs that exited the portfolio are Joint Primary Aircraft Training
System, Light Utility Helicopter, and Navstar Global Positioning System.
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of the Littoral Combat Ship program.® In contrast, the other programs
were in technology development before their entry into the portfolio
was approved. Each of these programs provides additional capabilities
to existing weapon systems, the Littoral Combat Ship, F-22 Raptor,
and DDG 51 Destroyer respectively.

2. The number of programs in the current portfolio and their total
cost are at their lowest level since 2004, and the amount of
funding needed to complete the development and procurement of
the programs has been steadily decreasing. DOD’s portfolio of
major acquisition programs reached its peak in terms of numbers of
programs and cost in 2010, and has been steadily declining since that
time to a point where the current portfolio is smaller now in terms of
programs and cost than any time in the last decade. Figure 1 shows
the change in the cost and number of programs within DOD’s portfolio
of major weapon acquisitions since 2004.

*Milestone B normally refers to the initiation of an acquisition program as well as the start of
engineering and manufacturing development or “system development start.”
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Figure 1: DOD Portfolio Cost and Size, 2004-2014
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Source: GAD analysis of DOD data. | GAO-15-3425P

Note: The 2009 portfolio is excluded because there were no annual Selected Acquisition Reports
released for the December 2008 submission date.

About half, or 38 of the 78 programs in the 2014 portfolio, were also in
the 2004 portfolio and represent almost three-fourths of the portfolio’s
current total acquisition cost or $1 trillion of the $1.4 trillion total. Since
2004, these 38 programs in the portfolio have grown in cost by
approximately $230 billion, which is more than 80 percent of all the
cost growth reported over this time by programs currently in the
portfolio.

The amount of development and procurement funding needed to
complete the portfolio has also been consistently decreasing and is
currently $635 billion or 45 percent of the current portfolio’s total
estimated cost. In 2004 the amount of funding needed to complete the
portfolio was more than $880 billion or 60 percent. Figure 2 shows the
change in the portfolio’s future funding needs and funding invested as
a share of the portfolio’s total acquisition cost since 2004.
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|
Figure 2: DOD Portfolio Future Development and Procurement Funding in
Comparison to Invested Funding by Year, 2004-2014
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Source: GAO analysis of DOD data. | GAO-15-3425P

Note: The 2009 portfolio is excluded because there were no annual Selected Acquisition Reports
released for the December 2008 submission date.

As with total cost, the amount of development funding needed to
complete the current portfolio is also at its lowest point since 2004. The
estimated $32 billion needed to complete development activities is less
than one-third of that needed in 2004. A contributing factor for this
change is that 58 of 78 current programs are now well into production,
a point when any remaining development costs should be low. In
addition, in recent years, DOD has started few programs that require
significant development efforts.

3. When analyzing the change to cost and schedule estimates over
the past year for the 78 programs in the 2014 portfolio, we found
that costs decreased by more than $7 billion and the average
schedule delay increased by more than a month. While the first
observation discusses the change from the prior portfolio of 80
programs to the current portfolio of 78 programs, this observation
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addresses the change that occurred on just the 78 programs in the
current portfolio. Table 2 shows the change in cost and schedule for
the 2014 portfolio in the past year.

|
Table 2: Changes in DOD’s 2014 Portfolio of 78 Major Defense Acquisition Programs over the Past Year

Fiscal year 2015 dollars (in billions)

Estimated portfolio Estimated portfolio Estimated portfolio Percentage change

cost in 2013 costin 2014 change since 2013 since 2013
Total estimated research and $283.5 $284.9 $1.4 0.5%
development cost
Total estimated procurement cost 1,146.5 1,138.4 -8.1 -0.7
Total estimated acquisition cost’ 1,443.4 1,435.8 -7.6 -0.5
Average delay in delivering initial 27.4 months 28.9 months 1.4 months 1.7

capabilities from the first full estimate of
cost and schedule

additional delay

Source: GAO analysis of DOD data. | GAO-15-342SP

°In addition to research and development and procurement costs, total acquisition cost includes
acquisition-related operation and maintenance and system-specific military construction costs.

The current portfolio’s total acquisition cost has decreased over the
past year by $7.6 billion, due primarily to an $8.1 billion decrease in
procurement costs which offset the $1.4 billion increase in
development costs. This $7.6 billion decrease over the past year
contrasts sharply with the $12.6 billion cost increase reported in our
last assessment and demonstrates that the portfolio does not generally
experience cost change in a linear fashion.

When assessed against first full estimates, the total cost of the 2014
portfolio increased by over $457 billion.® These cost estimates are
consistent with the cost growth that we reported in prior assessments,
but the 47 percent increase from initial estimates reported in this
assessment is higher than levels we reported in the past.

When measuring the current portfolio’s schedule performance over the
past year, we found that the delay in the delivery of initial operating

5The first full estimate is generally the cost estimate established at the start of system
development, for more information see appendix |. For more information on the portfolio’s
performance since first full estimates see appendix Ill.
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capability grew by more than a month over the past year and now
stands at approximately 29 months from initial estimates.’

4. While the overall cost of the 2014 portfolio decreased, 47 of the 78
programs within the portfolio experienced cost increases over
the past year. The portfolio’s overall cost decrease can be
attributed to reductions on two programs. The $7.6 billion decrease
shown in table 2 is the net result of cost changes on all 78 programs in
the current portfolio. The distribution of those cost changes across the
entire portfolio is shown below in figure 3.

Figure 3: Distribution of the 1-year Change in Total Acquisition Cost within the 2014 Portfolio

Fiscal year 2015 dollars (in billions) 35
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:I Amount of cost change in each percentage change interval over the past year

= Number of programs in each percentage change interval
Source: GAO analysis of DOD data. | GAO-15-3425P

"When calculating this delay, we obtained schedule information for the cycle time from
program start to initial operational capability as reported in the previous year and
contrasted it with the current schedule.
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Our analysis shows that 31 programs experienced cost decreases
totaling $34 billion since our last assessment, while the other 47
programs report cost increases totaling $27 billion. Of the 31 programs
that decreased their total acquisition cost over the past year,

+ twenty did so by finding efficiencies in the program and not by
changing procurement quantities resulting in a total cost decrease of
almost $5 billion;

+ eight reduced their planned procurement quantities thereby reducing
overall cost by more than $26 billion; and

» three programs, Evolved Expendable Launch Vehicle, MQ-4C
Triton, and the V-22 Osprey, were able to reduce overall cost by a
total of approximately $3 billion while increasing their planned
procurement quantities.

The Warfighter Information Network-Tactical (WIN-T) Increment 3 and
Littoral Combat Ship programs reported the most significant decreases
in cost as they both made significant reductions to their procurement
quantities over the past year. For example, the WIN-T Increment 3
program reported a cost decrease of more than $11.8 billion due
primarily to a decision to eliminate certain capabilities from the
program and reduce quantities.® Similarly, the Littoral Combat Ship
program reported a cost decrease in the past year of more than $8.9
billion due to a quantity decrease of 20 ships.®

In contrast, 47 programs reported total acquisition cost increases over
the past year. Of these,

 thirty-one reported cost increases due to inefficiencies in the
program rather than a change in procurement quantities, resulting in
a total cost increase of over $13 billion;

» ten increased their planned procurement quantities, resulting in a
cost increase of almost $12 billion; and

8As a result of acquisition decisions in May 2014 all procurement for WIN-T Increment 3
was eliminated. See the individual program assessment in this report for more information.

%The results of the Navy’s study on future small surface combatants may further affect
Littoral Combat Ship quantities.
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« six experienced cost increases of almost $2 billion even though they
reduced their planned procurement quantities.

The most significant of these increases was due to quantity changes.
The WIN-T Increment 2 program completed a restructure that
increased procurement quantity by 3167 units resulting in a cost
increase of more than $7.4 billion or 146 percent over the past year. In
comparison, the F-35’s cost increased by $4.3 billion over the past
year with no change in its procurement quantity. This increase offsets
part of the $11.5 billion in cost reductions that we reported for the
program in our last assessment.

As can be seen from the preceding discussion of individual cost
increases and decreases, to better understand the changes in the
portfolio’s total cost over the past year, the effect of changes in quantity
on individual programs must be analyzed and understood.

5. Out of the 78 programs in the $1.4 trillion portfolio, 40 programs
lost buying power and 38 either gained buying power or had no
change resulting in an overall $2.2 billion buying power loss after
two consecutive years of gains. In general, buying power can be
defined as the amount of goods or services that can be purchased
given a specified level of funding. Although procurement costs for the
portfolio have decreased by $8.1 billion over the past year, this
decrease is less than anticipated. Specifically, our calculations of the
expected cost reduction due to quantity changes over this period,
indicated there was an overall decrease in buying power. Our
calculation of how programs’ cost and quantity changes affected their
buying power is presented in table 3.

1A description of the calculation used can be found in appendix I.
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|
Table 3: Buying Power Analysis for the 2014 Portfolio

Fiscal year 2015 dollars (in billions)

GAO-calculated GAO-calculated
cost change cost change not
Actual attributable to attributable to

Number of procurement quantity quantity

programs cost change changes changes

Programs that lost buying power 40 $8.7 -$9.0 $17.7
Procurement cost increased with no quantity change 26 $12.3 $0.0 $12.3
Quantity increased with more cost increase than anticipated 3 $8.2 $7.7 $0.5
Quantity decreased with less cost decrease than anticipated 11 -$11.9 -$16.7 $4.9
Programs that gained buying power 34 -$16.7 -$1.3 -$15.4
Procurement cost decreased with no quantity change 21 -$3.8 $0.0 -$3.8
Quantity increased with less cost increase than anticipated 10 $0.1 $10.6 -$10.5
Quantity decreased with more cost decrease than anticipated 3 -$13.0 -$11.9 -$1.1
Programs with no change in buying power 4 $0.0 $0.0 $0.0
Portfolio totals 78 -$8.1 -$10.3 $2.2

Source: GAO analysis of DOD data. | GAO-15-342SP

Note: Some numbers may not sum up due to rounding.

To determine actual changes in buying power, the effects of quantity
changes must be isolated from other factors that affect cost. For
example, a program’s cost can increase solely because of adding
quantities. While a cost increase, it does not indicate acquisition
problems. If a program has a cost increase without adding quantities,
problems could be at play. Alternatively, a program that has no cost
increases but does have quantity reductions may have problems
whose financial impacts are offset by the reduced quantities.

Based on our analysis, a total of 40 programs lost buying power in the
past year with actual procurement cost increases of $8.7 billion. By our
calculations, the net result of quantity changes on these programs
should have resulted in a $9 billion cost decrease due to reductions in
quantities on 11 of these 40 programs. This means that procurement
cost increases not related to quantity changes generated $17.7 billion
in additional costs and a net buying power loss. Contributing to this
were 26 programs that lost buying power because their procurement
costs increased with no change in quantities, an indication of
inefficiencies within these programs. For example, F-35 lost buying
power because it experienced a procurement cost increase of $4.7
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billion over the past year with no change in its planned procurement
quantity. Three other programs increased their planned procurement
quantities but incurred a higher than expected procurement cost
increase, indicating that they lost efficiencies elsewhere.

The remaining 11 programs reported decreasing their quantities;
however the cost reductions on these programs are less than expected
by our calculations. For example, the Littoral Combat Ship program
reduced its quantities by 20 ships since our last assessment and
reported a procurement cost decrease of more than $8.6 billion. Yet,
almost $2 billion in cost reductions calculated for this quantity
decrease were not realized due to inefficiencies in other areas of the
program’s execution.

Our analysis also shows that 34 programs increased their buying
power in the past year and reduced procurement costs by a total of
$16.7 billion. Program efficiencies were responsible for more than $15
billion of this cost decrease. Twenty-one of these programs decreased
procurement costs with no change in their procurement quantity
indicating that they found efficiencies elsewhere. Ten other programs
are buying additional quantities at lower prices. In other words,
quantities have increased but the corresponding procurement cost
increase has been offset by other efficiencies. For example, the
Evolved Expendable Launch Vehicle program added 11 launches
since our last assessment while at the same time reporting a
procurement cost decrease of almost $3 billion. Our analysis indicates
that if only the quantity increase is considered, the program’s
procurement costs should have risen by $4.5 billion. Instead, the
program realized a buying power gain of almost $7.5 billion, due
primarily to the successful negotiation of a firm-fixed-price, multi-year
procurement contract for future services. The final three programs—
WIN-T Increment 3, Tactical Tomahawk, and Global Broadcast
Service—decreased their quantities and reduced their costs by $1.1
billion more than expected from the quantity reductions alone.

Compared with prior assessments, we found that fewer programs
improved their buying power this year than in the recent past. This
reverses some of the buying power gains previously realized by the
portfolio. In 2013 and 2014 we reported that 60 and 64 percent of
programs, respectively, gained buying power. In contrast, 44 percent of
the programs in our current assessment did so. On an individual
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program level, a handful of programs over the past few years have
experienced steady gains or losses in buying power:

* Four programs—Tactical Tomahawk, MQ-4C Triton Unmanned
Aircraft System, C-5 Reliability Enhancement and Re-engineering
Program, and MH-60S Fleet Combat Support Helicopter—
experienced gains in buying power each year over the past four
years primarily due to recurring procurement cost decreases with no
quantity changes.

» Five programs—CH-53K Heavy Lift Replacement Helicopter, DDG
1000 Zumwalt Class Destroyer, Guided Multiple Launch Rocket
System, Joint Precision Approach and Landing System, and Joint
Tactical Radio System Handheld, Manpack, and Small Form Fit
Radios—Ilost buying power in each of the past four years. These
programs generally had successive years of procurement cost
increases with only minimal quantity changes that were outweighed
by other inefficiencies.

* One program—B-2 Extremely High Frequency Satellite
Communications Increment 1—showed little to no change in
procurement cost and quantity each year over the past four years
leaving its buying power effectively unchanged.

It is more common for programs to have alternating changes in buying
power rather than a consistent trend year after year. For example, last
year we reported that Evolved Expendable Launch Vehicle saw the
most significant buying power loss with $6 billion of its cost increases
not attributable to quantity increases.

6. The average delay in the delivery of initial capability for programs
in the 2014 portfolio grew by more than one month over the past
year; the majority of this delay can be attributed to schedule slips
of 6 months or more on 11 programs. Delays to the initial
operational capability of systems within the portfolio have been a
consistent theme in this annual report since at least 2006. As with cost,
the 1.4 month schedule increase for 2014 is the net result of changes
reported by all the programs in the current portfolio.

Our analysis shows that 16 programs reported schedule delays over

the past year; with 4 programs reporting a delay of 10 months or more
since our last assessment. For example, due to challenges in software
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development, the Army’s Integrated Air and Missile Defense program
reported a delay to the delivery of initial capability of 21 months over
the past year with its total delay now at 22 months from first full
estimate. In another case, the Joint Tactical Radio System Handheld,
Manpack, and Small Form Fit Radios program reported a delay of 10
months over the past year to allow for further competition, the latest in
a series of delays, which has pushed the program’s delivery of
operational capability out by a total of 15 months. Similarly, the MQ-4C
Triton reported a delay of 11 months over the past year due to issues
with development and testing, resulting in a total delay of more than 2
years. Interestingly, MQ-4C Triton completed 3 years of development
and conducted a critical design review before reporting any delays.

Another 7 of the 16 programs reported a schedule delay of 6 months
over the past year, enough to qualify as a breach to their current
acquisition baseline. In some cases these delays were on top of
previous delays. For example, the Remote Minehunting System
program has been delayed by 6 months in the past year but delivery of
initial capability had previously been delayed by more than 7 years.
The remaining 5 of the 16 programs experiencing schedule delays
each reported a delay of less than 6 months.

7. As measured against metrics discussed by GAO, the Office of
Management and Budget (OMB), and DOD in 2008, 69 percent of
programs in the current portfolio meet the metric for less than 2
percent cost growth over the past year, and less than half of all
programs meet the goal for less than 15 percent cost growth from
first full estimates. Both percentages are lower than those
reported in prior assessments. In December 2008, GAO, OMB, and
DOD discussed a set of outcome metrics and goals to measure
program cost performance over time. The metrics are intended to
measure cost performance on a percentage basis over three defined
time periods: the preceding 1-year period, the preceding 5 years, and
since first full estimates were established.”” We were not able to
calculate the 5-year metric for this assessment as equivalent data for
this period does not exist. We have reported on these outcomes since
2012 and Figure 4 shows how the performance of the current portfolio
compares to our prior assessments.

""DOD no longer supports the use of these metrics. We continue to believe that they have
value.
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Figure 4: Comparison of the Cost Performance of DOD's 2011, 2012, 2013, and 2014
Portfolios
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Source: GAO analysis of DOD data. | GAO-15-3428P

Note: No 5-year cost performance comparison is shown above because this comparison is not
possible for the 2014 portfolio as there were no December 2008 Selected Acquisition Reports issued.

Sixty-nine percent of programs in the 2014 portfolio meet the 1-year
cost performance metric by limiting total acquisition cost growth to less
than 2 percent and 44 percent of programs meet the threshold for less
than 15 percent cost growth since first full estimates. A smaller share
of programs are meeting the 1-year metric than in our prior two
assessments, but the current portfolio’s performance is better than
what was observed in the 2011 portfolio, when we first reported on this
metric. In contrast, performance against the first full estimate cost
growth threshold is relatively unchanged from our prior assessments,
remaining less than 50 percent.

We also conducted this analysis on development cost change over the
past year and since first full estimates, and found a similar trend in the
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share of programs that meet the 1-year and since first full estimate
cost thresholds from 2011 through 2014.

8. Many of the programs that report development cost increases of
2 percent or more over the past year are already in production, a
point in the acquisition life-cycle where significant changes to
development costs should be minimized if a knowledge-based
acquisition approach is followed. In our review of development cost
changes made on programs in the current portfolio over the past year,
we found that 23 programs report development cost increases of 2
percent or more, and that 18 of them were already in production, a
phase of the acquisition cycle which should have minimal development
cost growth. On average, these 18 programs are more than 11 years
old and over 60 percent of them have already achieved their initial
operating capability. Table 4 shows the extent and causes of the
development cost growth on some of these programs.

|
Table 4: Programs in Production with the Largest Development Cost Increases over the Past Year

Fiscal year 2015 dollars (in millions)

Percentage Amount of
increase in development
development cost growth Initial Primary cause for
cost over the over the past capability development cost
Program past year year achieved increase
AIM-9X Block Il Air-to-Air Missile 65% $148 No Deficiency
MQ-8 Fire Scout 25 180 Yes New capability
Joint Tactical Radio System Handheld, Manpack, and 10 130 Yes Deficiency
Small Form Fit Radios
E-2D Advanced Hawkeye Aircraft 9 497 Yes New capability
Ground/Air Task Oriented Radar 8 78 No Deficiency
Tactical Tomahawk RGM-109E/UGM 109E Missile 8 58 Yes Modernization
EA-18G Growler Aircraft 7 157 Yes New capability
AGM-88E Advanced Anti-Radiation Guided Missile 7 57 Yes Software update
Guided Multiple Launch Rocket System 7 69 Yes New capability
LHA 6 America Class Amphibious Assault Ship 6 24 No New capability
AIM-120 Advanced Medium Range Air-to-Air Missile 5 216 Yes New capability
Global Positioning System 1| 5 147 N/A Deficiency
M109A7 Family of Vehicles 5 55 No Deficiency

Source: GAO analysis of DOD data. | GAO-15-342SP
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Development cost increases on these programs are generally due to
one of two factors. The first factor is the incremental addition of
unplanned capability to a program’s baseline without accounting for
the cost of this added capability. For example, the MQ-8 Fire Scout
reported a development cost increase of 25 percent due in part to the
addition of new system capabilities more than 14 years after it began
system development in January 2000. The second factor is the need
for additional funding to correct deficiencies found late in testing. For
example, the AIM-9X Block Il program reported a 65 percent increase
in development cost due to deficiencies found during operational
testing. These cost increases indicate that the programs may not have
demonstrated high levels of knowledge before the commitment of
resources at system development start or critical design review.

9. If the cost and schedule performance data of the F-35 is removed,
the 2014 portfolio’s performance improves. Since joining the
portfolio in 2001, F-35 has been the costliest program in the portfolio
while also experiencing approximately $113 billion in cost growth,
more than any other program in the current portfolio. The program has
also experienced a significant loss in buying power as this cost growth
occurred despite quantities dropping by more than 400 aircraft since
the start of system development.

When looking at total cost, the F-35 currently accounts for almost one-
quarter, or more than $335 billion, of the total estimated development
and procurement cost of the portfolio. In addition, among the 78
programs in the current portfolio, it has the largest amount of funding
remaining for development and procurement. As we have previously
concluded, there are risks facing the program which may result in
additional cost growth and schedule delays.' With the first of three
separate initial operational capability events scheduled to take place in
July 2015 and the procurement of aircraft planned for the next two
decades or more, the F-35 will likely continue to significantly affect the
portfolio’s performance.

We calculated the 2014 portfolio’s performance over the past year
without data from the F-35 and found that the portfolio’s performance

2GAO, F-35 Sustainment: Need for Affordable Strategy, Greater Attention to Risks, and
Improved Cost Estimates, GAO-14-778 (Washington, D.C.: Sep 23, 2014). See also the
program assessment in this report.
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Observations from Our
Assessment of
Knowledge Attained by
Programs at Key
Junctures

improves. Without the cost growth over the past year on this program,
the acquisition cost change reported by the portfolio would have
decreased an additional $4.3 billion, for a total decrease of $11.9 billion
instead of the $7.6 billion discussed earlier that includes the F-35
program data. Exclusion of the delay in delivery of operational
capability on this one program reduces that calculated for the other 77
programs by less than one month to 28.4 months on average.

Our current assessment shows that while DOD follows some knowledge-
based approaches to reduce risk, it has room for improvement. While
programs that have recently passed through major decision points have
demonstrated best practices—such as constraining development times—
key practices like demonstrating technology readiness or controlling
manufacturing processes are not being fully implemented. As a result,
many programs will carry risk into subsequent phases of acquisition that
could result in cost growth or schedule delays.

Our prior body of work has shown that positive acquisition outcomes
require the use of a knowledge-based approach to product development
that demonstrates high levels of knowledge before significant
commitments are made. In essence, knowledge supplants risk over time.
In our past work examining weapon acquisition and best practices for
product development, we have found that leading commercial firms and
successful DOD programs pursue an acquisition approach that is
anchored in knowledge, whereby high levels of product knowledge are
demonstrated at critical points in the acquisition process. This work led to
multiple recommendations that DOD generally or partially agreed with and
has made progress in implementing.' On the basis of this work, we have

BGAO, Best Practices: Better Management of Technology Development Can Improve
Weapon System Outcomes, GAO/NSIAD-99-162 (Washington, D.C.: July 30, 1999); Best
Practices: Better Matching of Needs and Resources Will Lead to Better Weapon System
Outcomes, GAO-01-288 (Washington, D.C.: Mar. 8, 2001); Best Practices: Capturing
Design and Manufacturing Knowledge Early Improves Acquisition Outcomes, GAO-02-701
(Washington, D.C.: July 15, 2002); Defense Acquisitions: A Knowledge-Based Funding
Approach Could Improve Major Weapon System Program Outcomes, GAO-08-619
(Washington, D.C.: July 2, 2008); Best Practices: High Levels of Knowledge at Key Points
Differentiate Commercial Shipbuilding from Navy Shipbuilding, GAO-09-322 (Washington,
D.C.: May 13, 2009); and Best Practices: DOD Can Achieve Better Outcomes by
Standardizing the Way Manufacturing Risks Are Managed, GAO-10-439 (Washington,
D.C.: Apr. 22, 2010).
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identified three key knowledge points during the acquisition cycle—
development start, the system-level critical design review, and production
start—at which programs need to demonstrate critical levels of knowledge
to proceed. Figure 5 aligns the acquisition milestones described in DOD’s
primary acquisition policy with these knowledge points. In this report, we
refer to DOD’s engineering and manufacturing development phase as
system development. Production start typically refers to a program’s entry
into low-rate initial production.

Figure 5: DOD's Acquisition Cycle and GAO Knowledge Points

DOD acquisition milestones

Technology
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Source: GAD. | GAO-15-3425P

As our prior work has shown, the building of knowledge consists of
information that should be gathered at these three critical points over the
course of a program.

Knowledge point 1: Resources and requirements match. Achieving a
high level of technology maturity by the start of system development is one
of several important indicators of whether this match has been made. This
means that the technologies needed to meet essential product
requirements have been demonstrated to work in their intended
environment. In addition, the developer should complete a series of
systems engineering reviews culminating in a preliminary design of the
product that shows the design is feasible. Constraining the development
phase of a program to 5 to 6 years is also recommended because it aligns
with DOD’s budget planning process and fosters the negotiation of trade-
offs in requirements and technologies. For shipbuilding programs, critical
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technologies should be matured into actual system prototypes and
successfully demonstrated in an operational environment before a
contract is awarded for the detailed design of a new ship.

Knowledge point 2: Product design is stable. This point occurs when a
program determines that a product’s design will meet customer
requirements, as well as cost, schedule, and reliability targets. A best
practice is to achieve design stability at the system-level critical design
review, usually held midway through system development. Completion of
at least 90 percent of engineering drawings at this point provides tangible
evidence that the product’s design is stable, and a prototype
demonstration shows that the design is capable of meeting performance
requirements. Shipbuilding programs should demonstrate design stability
by completing 100 percent of the basic and functional drawings, as well as
the three-dimensional product model by the start of construction for a new
ship. Programs can also improve the stability of their design by conducting
reliability growth testing and completing failure modes and effects
analyses so fixes can be incorporated before production begins. At this
point, programs should also begin preparing for production by identifying
manufacturing risks, key product characteristics, and critical
manufacturing processes.

Knowledge point 3: Manufacturing processes are mature. This point is
achieved when it has been demonstrated that the developer can
manufacture the product within cost, schedule, and quality targets. A best
practice is to ensure that all critical manufacturing processes are in
statistical control—that is, they are repeatable, sustainable, and capable of
consistently producing parts within the product’s quality tolerances and
standards—at the start of production. Demonstrating critical processes on
a pilot production line is an important initial step in this effort. In addition,
production and postproduction costs are minimized when a fully
integrated, capable production-representative prototype is demonstrated
to show that the system will work as intended in a reliable manner before
committing to production. We did not assess shipbuilding programs for this
knowledge point due to differences in the production processes used to
build ships.

Knowledge in these three areas builds over time. Our prior work on
knowledge-based approaches shows that a knowledge deficit early in a
program can cascade through design and production, leaving decision-
makers with less knowledge to support decisions about when and how
best to move into subsequent acquisition phases that commit more
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budgetary resources. Demonstrating technology maturity is a prerequisite
for moving forward into system development, during which the focus
should be on design and integration. A stable and mature design is also a
prerequisite for moving forward into production, where the focus should be
on efficient manufacturing. Additional details about key practices at each
of the knowledge points can be found in appendix IV.

For this report, we assessed the knowledge attained at key junctures in
the acquisition process for 38 current programs, which are mostly in
development or early production.™ Not all programs included in our review
of knowledge-based practices provided information for every knowledge
point and some had not reached all of the knowledge points—
development start, design review, and production start—at the time of this
assessment. We also reviewed the knowledge that 15 future major
defense acquisition programs, as identified by DOD, expect to attain when
they start system development in the coming years."

Our analysis of the data from these current and future programs allows us
to make the following three observations.

“Because knowledge points and best practices differ for shipbuilding programs, we
exclude the 5 shipbuilding programs from parts of our analysis at each of the three
knowledge points, for more information see appendix I.

"®Information for these programs was collected from two data collection instruments

distributed to program officials. See the “Analysis of Selected DOD Programs Using
Knowledge-Based Criteria” section of appendix | for more information.
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Knowledge Point Observations

1. Six programs began system development in 2014 and none of them implemented all
four of the knowledge-based practices for development start. One program reported
demonstrating all of its critical technologies in an operational environment and two
completed all recommended systems engineering reviews, such as system
functional and preliminary design reviews. None of the six completed both of these
key practices. All six programs plan to constrain their system development phase.
The implementation of knowledge-based practices by these six programs differs little
from what we observed on programs that reached this point in the past.

2. Two programs, the Enhanced Polar Satellite and Ship to Shore Connector, held
critical design reviews in 2014 and neither of them implemented all the knowledge-
based practices we recommend. While the satellite program is a software
development effort with no remaining hardware design work, Ship to Shore
Connector is a hardware dominant program that did not release the recommended
90 percent of planned design drawings to demonstrate design stability. One of the
two tested an early system-level prototype, and each utilized other activities at their
design review to increase the confidence in their product’s design stability. The
implementation of knowledge-based practices by these programs shows no
improvement over other programs that are beyond this point.

3. None of the 38 current programs we assessed made a production start decision over
the past year, although three programs were scheduled to do so. None of these three
programs fully demonstrated knowledge-based practices at earlier junctures and
were not likely to do so by their scheduled production decisions, making such delays
more likely. For the other programs we assessed, implementation of knowledge-
based practices at this decision point was mixed, leaving their future cost and
schedule objectives at risk.

Additional details about these observations follow.

1. The six programs that started system development in 2014 are at
risk for adverse cost and schedule outcomes due to early
knowledge deficits. One of the six programs fully demonstrated
its critical technologies, and two conducted all systems
engineering reviews, including a preliminary design review,
before entering system development. No program did both. Our
prior work shows that the most critical juncture in any major defense
acquisition is the decision to start system development, a point at
which knowledge-based acquisition practices recommend having a
match between what DOD wants in a weapon system, as defined by its
requirements, and the mature technologies, funding, schedule, and
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other resources needed to develop that system.'® Figure 6 shows the
extent to which recommended acquisition practices for knowledge
point 1 have been implemented for the six programs that recently
started system development—Armored Multi-Purpose Vehicle
(AMPV), Combat Rescue Helicopter (CRH), Enhanced Polar System
(EPS), Space Fence, Three-Dimensional Expeditionary Long-Range
Radar (3DELRR), and VH-92A Presidential Helicopter Replacement—
as well as the other 32 current programs we assessed.

Figure 6: Implementation of Knowledge-Based Practices for Programs in System Development

Other 32

(?
Q§ programs
Knowledge-based practi > ¢ /& /&
nowiledge-based practices é d_z. o c? ‘3’ Q?’
at development start < S & % S KN ® O /—
Demonstrate all critical technologies in a
relevant environment ® T ® ® ® ® 16 8 8
Demonstrate all critical technologies in an
operational environment o T T O O ©) 3 19 10
Complete system functional review and
system requirements review before O O O () ) O 10 20 2
development start
Complete preliminary design review before O Py Py P O » 19 )
development start
Constrain development phase to 6 years
or less . . . . . . 20 5 7

. Practice implemented
O Practice not implemented

—— Practice not applicable or information not available per the program office response

Source: GAO analysis of DOD data. | GAO-15-3425P

Note: EPS is Enhanced Polar System, CRH is Combat Rescue Helicopter, 3DELRR is Three-
Dimensional Expeditionary Long-Range Radar, and AMPV is Armored Multi-Purpose Vehicle.

®GAO, Best Practices: Better Management of Technology Development Can Improve
Weapon System Outcomes, GAO/NSIAD-99-162 (Washington, D.C.: July 30, 1999) and
GAO, Best Practices: Better Matching of Needs and Resources Will Lead to Better
Weapon System Outcomes, GAO-01-288 (Washington, D.C.: Mar. 8, 2001).
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Knowledge-based acquisition practices recommend that programs
fully mature technologies and demonstrate them in an operational
environment prior to starting system development. This is a higher
level of technology maturity than currently required at system
development start, as federal statute provides that technology should
be demonstrated only in a relevant environment."”” Demonstrating
technologies in an operational environment is a better indicator of
whether a program has achieved a resource and requirements match
as it demonstrates the technologies’ form, fit, and function, as well as
the effect of the intended environment on those technologies.

We found that only one of the programs starting system development
in 2014—the AMPV—satisfied this best practice. DOD assessed the
AMPV’s critical technologies as fully mature based on a technology
readiness assessment conducted in October 2014, and the program
office stated that no further technology development or design
innovations are currently planned. EPS is a space-based system
where demonstrating technology in an operational environment is
considered not applicable by our best practices. Satellite technologies
are considered fully mature after demonstrations in a relevant
environment due to the difficulty of demonstrating technology maturity
in an operational environment—on orbit in outer space. According to
EPS program officials, the program demonstrated its technologies to
the maximum extent practical, as it relies on technologies from other
satellite programs, and conducted prototype and other tests for those
technologies unique to EPS.

Three programs—3DELRR, Space Fence, and VH-92A—entered
system development with their critical technologies demonstrated in a
relevant environment, but short of the best practice of demonstrating
their critical technologies in an operational environment. The
requirement for demonstrations in a relevant environment was waived
by DOD for the sixth program—CRH—as DOD officials concluded that
the technologies needed for this program were sufficiently mature and
fielded on other weapon systems. This determination relies on a

"Demonstration in a relevant environment is Technology Readiness Level (TRL) 6.
Demonstration in an operational environment is TRL 7. See appendix V for detailed
descriptions of TRLs. In addition, a major defense acquisition program generally may not
receive approval for system development start until the milestone decision authority
certifies that the technology in the program has been demonstrated in a relevant
environment. 10 U.S.C. § 2366b(a)(3)(D).
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technology assessment completed in 2006 for the Combat Search and
Rescue Replacement Vehicle, a predecessor program that was
cancelled. As a follow-up to the technology readiness waiver, the
program will conduct a technology readiness assessment in the
summer of 2015.

Of the remaining 32 programs we assessed, three reported that all of
their critical technologies were matured to best practice standards
when they began system development, while 13 programs reported
having all critical technologies nearing maturity prior to system
development. Another eight programs reported critical technologies as
immature. Our analysis shows these 8 began system development
more than 5 years ago and have experienced on average a much
higher rate of development cost growth than the other programs we
assessed. The remaining programs reported no information on
technology maturity or became a major defense acquisition program
after the start of system development.

Knowledge-based acquisition practices recommend that programs
hold systems engineering events, such as a preliminary design review,
before the start of system development to ensure that requirements
are defined and feasible, and that the proposed design can meet those
requirements within cost, schedule, and other system constraints. The
Weapon Systems Acquisition Reform Act of 2009 (WSARA)
established a legislative requirement to conduct a preliminary design
review prior to entering system development.'® Among the 6 programs
that started system development in 2014, 3 of them conducted this
review before reaching this point. The other 3 programs received a
waiver to this requirement and expect to conduct this review after their
system development start with each of them planning to base their
system on existing designs and technologies.

Eleven of the other 32 programs we assessed held a preliminary
design review before the start of system development. Our analysis of
the timing of this review shows that implementation of this practice did

®Pub. L. No. 111-23, § 205(a). A major defense acquisition program may not receive
milestone B approval until the program has held a preliminary design review and the
milestone decision authority has conducted a formal post-preliminary design review
assessment and certified on the basis of such assessment that the program demonstrates
a high likelihood of accomplishing its intended mission unless a waiver is properly granted
by the milestone decision authority. 10 U.S.C. §§ 2366b(a)(2), (d)(1).

Page 29 GAO-15-342SP Assessments of Selected Weapon Programs



improve after the implementation of WSARA. For example, among the
10 programs that began system development since 2009, we found
that six of them held a preliminary design review before the start of
system development. In contrast, among the 22 programs that began
system development before WSARA or reported that they started at
production, five reported holding a preliminary design review before
their system development start. However, a number of programs have
recently received a waiver to this requirement, including 3 of 6
programs in 2014, and others, such as the Navy’s Air and Missile
Defense Radar in 2013 and the KC-46 Tanker Modernization Program
in 2011.

In addition to the preliminary design review, knowledge-based
acquisition practices recommend the completion of two additional early
systems engineering reviews—a system requirements review to
ensure that requirements have been properly identified to help ensure
mutual understanding between the government and contractor, and a
system functional review to establish a baseline for the planned
system. Two programs—Space Fence and 3DELRR—completed
these reviews prior to starting system development. The other four
programs did not conduct these reviews, or held only one of the two,
before their system development start. This closely aligns with the rate
of implementation that we saw on the other 32 programs we assessed.
Six held all of these systems engineering reviews before system
development start, and a total of 13 have held none of the three early
system engineering reviews before starting system development.

Knowledge-based acquisition practices also recommend that a
program constrain the system development phase to six years or less.
Our review of the six programs that began system development over
the past year found that each of them currently plan to do so. For the
remaining 32 programs we assessed, 20 planned to limit their system
development phase to six years or less at the time they started system
development.’ Plans to constrain the development phase at the start
of system development are not always successful, as 6 of these 20
programs later experienced delays that extended their system
development beyond initial estimates. As a group, they reported

"*We did not assess shipbuilding programs against this recommended practice to limit the
development phase, as their development cycles do not align in a manner consistent with
other programs.
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approximately 12 percent development cost growth from first full
estimates. As several of the other 14 programs plan to make a
production start decision in the future, additional delays may occur,
especially as a number of these programs have not implemented the
best practices that facilitate the successful completion of development.

As part of our analysis, we also assessed 15 future programs
scheduled to become major defense acquisition programs in coming
years. These programs provided information on the knowledge they
planned to obtain and the best practices they intend to implement
before their system development start is approved. Seven identified
critical technologies and their anticipated maturity levels expected at
system development start and one future program—the Unmanned
Carrier-Launched Airborne Surveillance and Strike system—reported
that it expects its critical technologies to be fully mature. The other six
future programs reported that their critical technologies are expected
to be nearing maturity at the time of their system development start.

Similar to those programs that held system development start in the
past year, 8 of the 15 future programs plan to hold a preliminary design
review before the start of system development and seven of them also
plan to conduct both a system functional and system requirements
review before that time. While 10 of the 15 future programs currently
plan to limit their system development phase to 6 years or less, these
plans are at risk as none of the programs plan to satisfy all the
knowledge-based practices we reviewed, leaving them at risk for cost
and schedule growth.

DOD’s decision to let these programs proceed without the knowledge
required to achieve a requirements and resource match has larger
implications than the expected outcomes on these programs. It sends
a signal across the entire portfolio of current and future programs
about what is acceptable in terms of following a knowledge-based
acquisition approach. It is imperative that top decision-makers ensure
that new programs exhibit desirable principles that embody
knowledge-based acquisition best practices before they are approved
and funded at the start of system development, one of the key points in
the acquisition cycle where discipline and accountability can be
established and reinforced.

2. Two of the 38 current programs we assessed—the Enhanced
Polar Satellite and Ship to Shore Connector (SSC)—held critical
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design reviews in 2014 and neither implemented all of the
knowledge-based acquisition practices we recommend. While the
satellite program is a software development effort with no
remaining hardware design work, SSC is a hardware dominant
program that did not release the recommended 90 percent of
planned design drawings to demonstrate design stability. One of
the two tested an early system-level prototype, and each utilized
some of the other knowledge-based practices at their design
review to increase the confidence in their product’s design
stability, such as beginning to plan and test for reliability growth
and assessing the effects of the design on production. Just as
programs that enter system development with immature technologies
cost more and take longer to deliver their operational capabilities to the
warfighter, our body of work in this area has shown that programs that
hold their critical design review before achieving a stable,
demonstrated design also experience higher average costs and longer
schedule delays. Figure 7 outlines the implementation of these, as well
as other, best practices among the programs we assessed.
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Figure 7: Implementation of Knowledge-Based Practices for Programs at their

Critical Design Review
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Source: GAQ analysis of DOD data. | GAO-15-3425P

Note: EPS is Enhanced Polar Satellite and SSC is Ship to Shore Connector.

EPS began system development in April 2014 and conducted its
design review approximately 3 months later, while the SSC held its
design review approximately 2 years after its system development
start. Yet, neither of the programs demonstrated that their designs
were mature by releasing at least 90 percent of the expected design

drawings. According to the EPS program office, this practice was not
applicable at the system-level critical design review, however earlier
design reviews for the individual program segments that assessed the
hardware did include the release of mature designs. EPS officials also
stated that an analogous design standard was applied to the software
development effort to ensure its completeness. The SSC program
released approximately 80 percent of its expected engineering
drawings prior to design review, short of the 90 percent completion
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level recommended by best practices. Of the remaining 27 programs
we assessed that held their critical design review prior to 2014, six
programs released at least 90 percent of their total expected design
drawings before holding this review. None of the shipbuilding programs
we assessed met the best practice of completing 100 percent of their
three-dimensional design models prior to the start of fabrication.

The use of early system prototypes during system development is
another recommended practice for demonstrating that a system has a
stable design, will work as intended, and can be built within cost and
schedule estimates. While the three segments of the EPS program are
at separate stages of development, the program completed extensive
risk reduction activities with early system prototypes consisting of flight
equivalent payloads, a gateway engineering development model, and
prototype control and planning software. The SSC program did not
conduct testing of a system-level integrated prototype and currently
plans to conduct this testing in October 2015, about a year after its
design review and several months after the program’s decision to start
production.

We assessed 27 other programs that held a critical design review prior
to 2014, and found that 20 tested or plan to test an early integrated
prototype, and two of these programs did so before their critical design
review. For the other 18 programs, early integrated prototype testing
occurred or will occur well after the critical design review with a gap of
2 years or more on many of these programs. We did not assess
shipbuilding programs against this knowledge-based acquisition
practice as testing early system prototypes in these programs may not
be practical. The limited use of this testing before design review
among the programs we assessed shows no improvement from our
prior assessments.

The programs we assessed also reported the use of other knowledge-
based practices to increase confidence in the stability of their product’s
design and its effect on production. Both the EPS and SSC programs
reported establishing a reliability growth curve to track if the system’s
reliability is being demonstrated as planned. The satellite program
reported two other activities as applicable and completed, while the
SSC program reported that they completed 3 of the 4 remaining key
practices. For the other 27 programs we assessed, over half of them
reported using all five of these key practices and many of those that
did not still reported using a majority of them (3 or 4 out of 5).
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3. None of the 38 current programs we assessed made a production
start decision in the past year. The three programs scheduled to
do so each delayed this decision past our review date of January
2015. For the 13 programs we assessed that began production in
prior years, implementation of the knowledge-based practices we
assessed at this decision point was mixed. According to the
schedule estimates provided in our last assessment, three programs—
MQ-4C Triton Unmanned Aircraft System, SSC, and Small Diameter
Bomb Increment Il (SDB Il)—planned to make a production decision in
2014. Each of them deferred this decision point beyond the period of
our review. These delays are not surprising as the three programs that
deferred their production start decision did not implement a number of
knowledge-based practices at their system development start or
critical design review, as shown in figure 8 below.

|
Figure 8: Implementation of Key Knowledge-Based Practices at System
Development Start and Critical Design Review for Three Programs that Delayed their
Production Start Decision
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Source: GAO analysis of DOD data. | GAO-15-3425P

Note: SDB Il is Small Diameter Bomb Il and SSC is Ship to Shore Connector.
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For example, the MQ-4C Triton began system development in 2008
before its critical technologies were demonstrated in an operational
environment, before it held a preliminary design review in 2010, and
before it completed other early systems engineering reviews. Similarly,
the MQ-4C Triton held its critical design review in 2011 before it
released 90 percent of the expected design drawings or demonstrated
its capabilities by testing an early integrated prototype. The SDB Inc. Il
program entered system development in July 2010 and proceeded to
its critical design review the next year, all before demonstrating its
critical technologies in an operational environment. It also held its
critical design review before demonstrating the system’s design with
an early integrated prototype. At the time of our review, these
programs reported that they had not yet implemented knowledge-
based best practices for production start. For example, none of the
three had demonstrated that their manufacturing processes were in
control and two programs had not yet demonstrated a production-
representative prototype in its intended environment.

While none of the 38 current programs we assessed made a
production decision since our last assessment, 13 of them have made
this decision in prior years and each began production with a
knowledge deficit. This condition left decision-makers with less
information than knowledge-based practices recommend before
committing to production. For example, two programs currently in
production did not demonstrate technology maturity or release 90
percent of their drawings to achieve design stability before beginning
production. Figure 9 shows the extent to which programs that held a
production decision implemented best practices at this juncture.
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Figure 9: Implementation of Knowledge-Based Practices by Programs at their
Production Decision
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We found that one of the 13 programs we assessed at this knowledge
point provided data indicating that their critical manufacturing
processes were in control at the start of production. Our prior work has
shown that capturing critical manufacturing knowledge before entering
production helps ensure that a weapon system will work as intended
and can be manufactured efficiently to meet cost, schedule, and
quality targets as it reduces the potential for defects, and is generally
less costly than performing extensive inspections after an item is built.

Another best practice to ensure the maturity of manufacturing
processes is to demonstrate them on a pilot production line before the
decision to enter production is made. Among the 13 programs we
assessed that are currently in production, 8 demonstrated their
manufacturing processes on a pilot production line. Of the 17
programs we assessed that plan to make a production decision in the
future, 12 indicated that they intend to test manufacturing activities on
a pilot production line before they reach this juncture.
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Observations about
DOD’s Implementation
of Key Acquisition
Reform Initiatives and
Program Concurrency

Our body of work on a knowledge-based approach shows that
production and postproduction costs are also minimized when a fully
integrated, production-representative prototype is demonstrated prior
to the production decision, as making design changes after production
begins can be both costly and inefficient. Six of the 13 programs we
assessed reported testing a production-representative prototype
before this decision. Similarly, 12 of the 17 programs we assessed that
plan to hold their production decision in the future intend to test a fully
configured prototype first. Two programs reported that they currently
plan to conduct this testing after the production decision is made. The
remaining three programs reported that the date for this fully
configured prototype testing has not been determined or is not
applicable. In not testing such prototypes prior to production, these
programs risk discovering issues late in testing, triggering the need for
expensive re-tooling of production lines and retrofitting of articles that
have completed production.

More DOD programs are implementing acquisition reform initiatives now
than over the past five years, which should lead to better acquisition
outcomes. While real progress has been made, DOD still faces challenges
in fully implementing these reforms. The sheer size and importance of the
investment in the acquisition of weapon systems warrants continued
attention to reform initiatives. Congress and DOD have made legislative
and policy changes to improve the way the department procures weapon
systems and to address the symptoms of a dysfunctional acquisition
system that resulted in frequent cost overruns and delays in the delivery of
operational capabilities. The enactment of WSARA by Congress in 2009
and DOD’s interim revision of Instruction 5000.02 in November 2013,
which incorporated its “Better Buying Power” initiative memorandums,
represent efforts to improve this system.?

We focused our analysis on the aspects of DOD’s “Better Buying Power”
initiatives and WSARA that addressed program and portfolio affordability,
controlling cost growth, and promoting competition throughout the
acquisition life-cycle, as well as other reforms.?' In addition, we reviewed
programs’ software development efforts—an often critical component of

2Pub. L. No. 111-23. Interim Department of Defense Instruction 5000.02, Operation of the
Defense Acquisition System (Nov. 25 2013). A finalized version of this instruction was
released in January 2015, after our audit cutoff date.
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weapon system development—to determine how programs monitor and
manage risk and at what point they complete software development.
Finally, we assessed the amount of concurrency between developmental
testing and production planned for current programs.?

Overall, we found a slight improvement from past assessments in the
number of programs implementing these reforms including increased
affordability and “should-cost” analyses, encouraging competition, and
conducting configuration steering boards. Despite this progress, other
risks persist in the programs we assessed. We found that several
programs, which require significant funding commitments to deliver
important capabilities to the warfighter, have received waivers from
activities that could help to ensure the success of the program and put new
programs on a less risky path. In addition, we found concurrency between
development and production on a number of programs. Our analysis
allows us to make the following seven observations concerning key
acquisition reform initiatives and program concurrency.

2'bid.
2|nformation for the 38 current programs and 15 future programs was collected from two

data collection instruments distributed to program officials. See the “Analysis of Acquisition
Initiatives and Program Concurrency” section of appendix | for more information.
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Acquisition Reform and Concurrency Observations

1.

Thirty-five of the 53 current and future programs we assessed have established an
affordability constraint, an improvement from our last assessment, and all but one of
these programs reported they are on track to remain within their constraints.
Thirty-four of the 38 current programs we assessed have conducted a “should-cost”
analysis resulting in anticipated savings of $32.3 billion; over half of which has been
realized.

While 49 of the 53 current and future programs we assessed do have acquisition
strategies that include some measures to encourage competition, less than half of
the 15 future programs plan to conduct competitive prototyping before system
development start.

All but 2 of the 38 current programs we assessed conducted a configuration steering
board, with 25 programs reporting that this review occurred during the past year. Nine
programs reported that changes were approved at their last review.

Eighteen of the 38 current programs we assessed have held a milestone B since
2009. Ten of these programs were granted a total of 19 different waivers to selected
components of mandatory program certifications required at this point. DOD most
frequently waived components of the certifications related to ensuring full funding
availability for product development and completion of preliminary design review prior
to milestone B.

Twenty-five of the 38 current programs we assessed reported software development
as a high-risk area. Of these, 19 programs plan to begin production prior to
completing the software development for integration with system hardware and
achieving baseline capabilities.

Eleven of the 15 current programs we assessed, that have started production, plan to
perform 30 percent or more of their developmental testing during production despite
the increased risk of design changes and costly retrofits. Five of these programs
expect to place more than 20 percent of their procurement quantities under contract
before developmental testing is completed.

Additional details about each observation follow.

1.

Thirty-five of the 53 current and future programs we assessed
have established an affordability constraint, an improvement
from our last assessment, and all but one of these programs
reported that they are on track to remain within their constraints.
In 2010, DOD launched a series of “Better Buying Power” initiatives
with the goal of delivering better value to the taxpayer and warfighter
by improving the way it does business in the department. One such
initiative was the establishment of an affordability analysis that results
in cost constraints. This analysis differs from program cost estimates in
that the constraint serves as a key program requirement to ensure that
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the program remains cost-effective.?® In accordance with the Interim
DOD Instruction 5000.02, affordability constraints are intended to force
prioritization of requirements, enable cost trades, and ensure that
unaffordable programs do not enter the acquisition process. When
approved affordability constraints cannot be met, a program’s technical
requirements, schedule, and required quantities must be revisited.
Failure to remain within these constraints may result in program
termination. Sixty-eight percent of the current programs we assessed,
or 26 of 38, have established an affordability requirement—a better
rate of implementation than the 54 percent reported in our last
assessment. All of these programs, with the exception of the Joint
Tactical Radio System Handheld, Manpack, and Small Form Fit
Radios, responded that they currently expect to meet their affordability
requirement. Most of the 12 programs that have not established an
affordability requirement either plan to establish one in the future or
began system development before this requirement was put in place.?*

Similarly, 9 of the 15 future programs report that they established an
affordability goal, also a slight improvement over our last assessment.
Most of the remaining six programs that have not established an
affordability constraint report that they plan to establish one before
their system development start. While the effectiveness of these cost
constraints has yet to be widely tested they demonstrate the
commitment of DOD leadership in controlling costs and could be
effective if programs are held accountable if they do not meet these
cost constraints.

Thirty-four of the 38 current programs we assessed have
conducted a “should-cost” analysis resulting in anticipated
savings of $32.3 billion; over half of which has been realized.
DOD’s “Better Buying Power” initiatives also emphasize the

ZBAffordability goals are established at milestone A, the entry into technology development.
After systems engineering trade-offs are completed during the technology development
phase, these affordability goals then become affordability caps prior to milestone B, the
start of system development, when a match is to be made between requirements and
resources. We refer to the goals and caps collectively as affordability constraints.

%The Gerald R. Ford Class Nuclear Aircraft Carrier program has a congressionally
mandated cost cap which we do not consider the same as the affordability requirement
considered in this analysis. As a result we include this program in the total number of
programs without an affordability cap.
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importance of driving cost improvements during contract negotiation
and program execution to control costs both in the short-term and
throughout the product life cycle. In accordance with the Interim DOD
Instruction 5000.02, each program must conduct a “should-cost”
analysis resulting in an estimate to be used as a management tool to
control and reduce cost. Should cost analysis can be used to justify
each cost under the program’s control with the aim of reducing
negotiated prices for contracts and obtaining other efficiencies in
program execution to bring costs below those budgeted for the
program. Any savings achieved can then be reallocated within the
program or for other priorities. According to our analysis of
questionnaire responses, 34 of 38 current programs we assessed
conducted a “should-cost” analysis and identified $32.3 billion in
savings as a result. Of the four current programs that reported not
conducting a “should-cost” analysis, three are in the process of
completing it. The final program, Littoral Combat Ship - Mission
Packages, was relieved of this requirement by the milestone decision
authority as the program had already made a number of program
execution improvements as reflected in the current approved baseline.
An accounting of realized and expected savings is shown in figure 10
below.
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Figure 10: Realized and Expected “Should-Cost” Savings for 34 Programs
Fiscal year 2015 dollars (in billions)
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Source: GAO analysis of questionnaire data. | GAO-15-3425F.

Note: Some numbers may not sum up due to rounding.

Twenty-three of the 34 programs that report conducting a “should-cost”
analysis claim a total of $17.8 billion in realized savings to date. Two
programs account for about 65 percent of the total realized savings
reported. The KC-46 Tanker program reports a total savings of $7.3
billion due in part to efficiencies realized in contract negotiations. The
EELV program reported $4.4 billion in realized savings due primarily to
the negotiation of a firm-fixed-price, multi-year procurement contract
for launch services.

The 23 programs cited several activities as responsible for some or all
of their “should-cost” savings, including:

« efficiencies realized through contract negotiations (13 programs),
» design trades to balance affordability and capability (10 programs),

» changed capabilities or requirements (eight programs)
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* reduced systems engineering or program management overhead
(eight programs), and

+ efficiencies realized in testing (eight programs).

Achieving efficiencies in systems engineering and testing is laudable
but should be done with caution to ensure that short-term savings do
not come at the expense of long-term needs. Three of the eight
programs that reported savings as a result of testing efficiencies also
report a substantial amount of concurrency between developmental
testing and procurement. Overlaps between these two activities may
leave these programs at risk to deficiencies discovered during
production that could require costly modifications to systems already
built.

The 23 programs with realized “should-cost” savings also provided

insight as to how their realized savings were reallocated. Figure 11
below shows the amount of savings reallocated to other purposes.
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Figure 11: Priorities for the $17.8 Billion in Realized “Should-Cost” Savings as
Reported by 23 Programs We Assessed

Fiscal year 2015 dollars (in billions)

I:’ Went to outside service priorities
I:, Kept in program

- Destination unknown

- Went to service priorities

Source: GAO analysis of DOD data. | GAO-15-3425P

Of the approximately $17.8 billion in realized “should-cost” savings,
$1.6 billion was kept within the programs to fund other priorities. Of this
amount, a reported $227 million was used to offset prior year
sequestration reductions.

Approximately 45 percent, or $14.5 billion, of the $32.3 billion in total
“should-cost” savings, is expected to be realized in the future. Sixty-
one percent of this amount, or $8.8 billion, is attributable to five of the
23 current programs we assessed—Air and Missile Defense Radar,
DDG 51, F-35, Gerald R. Ford Class Nuclear Aircraft Carrier, and the
VH-92A Presidential Helicopter Replacement.

3. While 49 of the 53 current and future programs we assessed have
acquisition strategies that include some measures to encourage
competition, less than half of future programs plan to conduct
competitive prototyping before system development start.
Competition is a critical tool for achieving the best return on the
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government’s investment. Major defense acquisition programs are
generally required to plan for the use of competitive prototypes from
two or more competing teams before a program starts system
development and have acquisition strategies that ensure the option of
continuing competition throughout the acquisition life cycle.?®
According to DOD, competition—or at least the fostering of competitive
environments—is a central tenet in acquisition reform and is the single
best way to motivate contractors to provide the best value.?® Table 5
shows when programs plan to pursue activities to ensure competition.

|
Table 5: Use of Activities to Ensure Competition Reported by 53 Future and Current Programs We Assessed

For the 15 For the 38
future current

Activity to ensure competition is utilized or expected to be utilized programs programs
Competitive prototyping conducted prior to system Yes 7 16
development start No 8 22
Measures to ensure competition after system development  Yes 15 33
start included in program strategy?® May not or will not take place 0 5
Programs planning for competition versus those that are taking no actions

Actions taken to promote competition both prior to and after system development start 7 15
Actions to promote competition taken only prior to the start of system development 0 1
Actions to promote competition will or have taken place only after the start of system development 8 18
No actions taken to promote competition before or after system development start 0 4

Source: GAO analysis of questionnaire data. | GAO-15-342SP

#We use program strategy to refer to technology development strategies used by future programs and
acquisition strategies used by current programs.

Only 23 of the 53 current and future programs we assessed report
conducting or planning to conduct some form of competitive
prototyping before starting system development. Sixteen of 38 current
programs report conducting competitive prototyping at either a sub-
system or a system-level prior to the start of system development. For
the other 22 current programs that did not conduct competitive
prototyping, a majority of them report that the requirement was not in

Pub. L. No. 111-23, §§ 202, 203.

%DOD, Performance of the Defense Acquisition System, Acquisition, Technology, and
Logistics, June 13, 2014, Washington D.C.
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place when they began system development, while five report that the
requirement was waived. Just under half, or 7 of the 15 future
programs we assessed, plan to conduct competitive prototyping before
their system development start which shows little change from what we
reported in our last assessment. Six report plans to conduct key
subsystem prototype competitions while one is planning a system-level
prototype competition. Seven future programs reported that they would
seek a waiver for this requirement, primarily justified by the rationale
that the cost of producing competitive prototypes exceeds the
expected life-cycle benefits. Our prior work has concluded that the use
of competitive prototypes can reduce technical risk in major defense
acquisition programs.? While prototyping may not always be
supported by a program’s business case, programs not implementing
competition when appropriate may miss opportunities to lower costs.

Forty-eight of the 53 current and future programs we assessed, 91
percent, report that their acquisition strategy includes options for
competition after system development start and through the
completion of production. This is a significant improvement over the 52
percent of programs we reported in our last assessment. Measures in
a program’s acquisition strategy to ensure competition or the option of
competition after a program starts system development may include
approaches such as the use of modular, open architectures to enable
competition for upgrades or the use of build-to-print approaches to
enable production through multiple sources.?® Among current
programs, periodic reviews to address long-term competition, the use
of open systems architecture, or the acquisition of complete technical
data packages were among the most frequently cited strategies.

All of the future programs we assessed reported that their technology
development or acquisition strategies call for measures to ensure
competition after development start, again a significant improvement
over our prior assessments. As with current programs, periodic

2?GAOQ, National Defense: Department of Defense's Waiver of Competitive Prototyping
Requirement for the Navy's Fleet Replenishment Oiler Program, GAO-15-57R
(Washington, D.C.: Oct 8, 2014).

%0pen systems architecture is a design approach that includes standard interfaces and the
use of modular components within a product (like a computer) that can be replaced easily.
This allows the product to be refreshed with new, improved components made by a variety
of suppliers.
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reviews to address long-term competition, the use of open systems
architecture, or the acquisition of complete technical data packages
were the most likely strategies to increase the possibility of future
competition. However a larger percentage of future programs report at
least considering the use of open architecture and acquisition of
technical data packages. This is significant as we have previously
found that use of these strategies can reduce product development
time and life-cycle costs, increase competition and innovation, and
enable interoperability between systems.?*

4. All but two of the 38 current programs we assessed report
conducting a recent configuration steering board, with 25
programs reporting that this review occurred during the past
year. Nine programs reported that changes were approved at their
last review. According to statute, and as implemented in the Interim
DOD Instruction 5000.02, major defense acquisition programs are
required to conduct annual configuration steering boards to review
proposed changes to requirements or significant technical
configuration changes that may impact cost and schedule
performance.*® Thirty-six current programs we assessed report
conducting such a review while another two programs report that they
had not as they only recently began system development. A majority,
25 of 38 programs, report that this review occurred in the 12 months
prior to the submission of our questionnaire. Another three planned to
hold a configuration steering board review in September and October
of 2014 and the remaining programs have not yet scheduled their next
review.

Nine programs report that changes were approved or recommended
for further consideration at their review. Two of these 9 changes were
options to reduce program cost or moderate requirements, referred to
as “descoping”. For example, the Warfighter Information Network-
Tactical Increment 3 program reported that as a result of descoping it
would cease development of certain capabilities for communications
and instead focus on network operations and completion of the
software development efforts.

2GAO, Defense Acquisitions: Review of Private Industry and Department of Defense Open
Systems Experiences, GAO-14-617R (Washington, D.C.: June 26, 2014).

%0Duncan Hunter National Defense Authorization Act for Fiscal Year 2009, Pub. L. No. 110-
417, § 814 (2008).
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According to the statute, the configuration steering board should,
among other things, prevent unnecessary changes to program
requirements and system configuration that could have an adverse
impact on the program’s cost or schedule. While the scope of some
programs was reduced, other programs were approved for increases
in capability. Adding requirements to a program after system
development start may lead to cost increases. Accordingly, the Fire
Scout and Warfighter Information Network-Tactical Increment 2
program both report that the proposed increases to their capability or
requirements would affect their cost.

5. Eighteen of the 38 current programs we assessed have held a
milestone B since 2009. Ten of these programs were granted a
total of 19 different waivers to selected components of mandatory
program certifications required at this point.*’ DOD most
frequently waived components of the certifications related to
ensuring full funding availability for product development and
completion of a preliminary design review prior to milestone B.
The certifications required for programs at milestone B help programs
reduce problems in system development and production. A waiver
may be granted for any one or more components of certifications if it is
determined by the milestone decision authority that without the waiver
the department would be unable to meet critical national security
objectives. Since 2009, 18 programs we assessed held a milestone B
review and a total of 19 different waivers to selected components of
certifications have been granted to 10 of these programs. Table 6
below lists some of the waivers granted to the 10 programs.

¥10 U.S.C. § 2366b.
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|
Table 6: Selected Components of Mandatory Certification Waivers Granted since 2009

Formal preliminary
design review was

Cost, schedule, and

Funding available to performance trade-offs

Program name execute program conducted considered
Armored Multi-Purpose Vehicle v v

Air and Missile Defense Radar v

Combat Rescue Helicopter v v v
F-22 Increment 3.2B v v
Next Generation Operational Control System v v
KC-46 Tanker Modernization Program v v v
Joint Light Tactical Vehicle v

Littoral Combat Ship v v
Littoral Combat Ship - Mission Packages v v

VH-92A Presidential Helicopter Replacement v

Source: GAO analysis of questionnaire data. | GAO-15-342SP
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We focused on three components of the certifications that establish
practices important to achieving a match between program
requirements and resources at the start of system development. The
most frequent waiver granted by DOD was the requirement to certify
that funding is available within the five-year defense spending plan to
execute product development and production as planned; 8 programs
representing an investment of nearly $119 billion report receiving a
waiver for this requirement. According to department officials, the
timing of these programs’ milestone decisions coincided with decision
points about the department’s upcoming budget request and, as a
result, the differences between the programs’ cost estimates and the
budget proposal could not be reconciled without the budget being
revised or delays to the milestones. Officials stated that these waivers
were granted with the rationale that the funding would be realigned in
the next fiscal year. While 4 of these 8 programs have since aligned
their budgets with that of the department, thereby removing the waiver,
in one case the waiver was not removed for more than 3 years. DOD
has yet to remove this waiver for the other 4 programs—the Armored
Multi-Purpose Vehicle, Combat Rescue Helicopter, Littoral Combat
Ship, and Littoral Combat Ship - Mission Packages.

Six programs received a waiver from the requirement to conduct a

preliminary design review. These programs cited a variety of reasons
for seeking this waiver including the lack of a technology development
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phase due to the use of existing technologies, the intent to conduct
preliminary design review after milestone B, and the presumed
negative effect on cost and schedule if the review was held prior to this
milestone. An additional 5 programs received a waiver for the
requirement to certify that appropriate trade-offs among cost,
schedule, and performance objectives had been made to ensure long-
term program affordability. While tailoring programs is encouraged by
the department, not certifying that these steps have been taken before
committing the significant funding necessary for programs’ system
development can introduce the risk of discovering problems later.

The future programs we assessed currently intend to apply for waivers
as well. For example, four programs—Amphibious Combat Vehicle,
Common Infrared Countermeasure, Fleet Replenishment OQiler, and
Presidential Aircraft Recapitalization—plan to seek waivers from the
requirement to conduct a preliminary design review prior to their
milestone B decision.

These certifications help ensure that a program will deliver the
capabilities required with the resources—cost, schedule, technology,
and personnel—available. Not adhering to these certification
requirements may lead to the same kinds of practices that perpetuate
the significant cost growth and schedule delays that have persisted in
the acquisition system for decades. We have previously concluded
that decision-makers should ensure that new programs exhibit sound
acquisition principles before programs are approved and funded and
that the highest point of leverage to achieve this is at the start of a new
program. Granting programs waivers to these requirements indicates
that decision-makers are electing to fund programs without sufficient
knowledge of their potential cost and their effect on the rest of the
portfolio.

6. Twenty-five of the 38 current programs we assessed reported
software development as a high-risk area. Of these, 19 programs
plan to begin production prior to completing the software
development necessary for integration with system hardware and
achieving baseline capabilities. We found in 2004 that major
defense acquisition programs were becoming increasingly reliant on
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software to achieve their performance characteristics.* Software
development has similar phases to that of hardware and—in the case
of new systems—occurs in parallel with hardware development until
software and hardware components are integrated.

Sixty-six percent of the current programs we assessed reported that
their software development was or is a high-risk area, but only four
programs described themselves as a software intensive or hybrid
program. The three most common reasons cited for designating
software development as high-risk include:

» completing the software effort needed to conduct developmental
testing successfully (21 programs);

« completing the originally planned software effort has proved to be
more difficult than expected (19 programs); and

* hardware design changes have required additional software
development efforts (15 programs).

The questionnaire sent to the 38 current programs we assessed listed
a number of metrics for monitoring software development that we
derived from our 2004 report and the review of other materials. Some
of these metrics include the monitoring of progress against established
goals, the size of the software effort and type of code used, and the
number of defects that require design or engineering changes. Over
half of the programs we assessed report employing 9 of the 10
software metrics listed. For example,

» Twenty-four programs report that they are using earned value
management, or the analysis of cost and schedule variances, to
assess progress. Nine of the 24 programs report that actual values
are not currently meeting the expected cost and schedule values for
this metric.

» Twenty-seven programs report tracking the size of their software
effort and 19 programs report that software growth is in control.

2GAO, Defense Acquisitions: Stronger Management Practices Are Needed to Improve
DOD’s Software-Intensive Weapon Acquisitions, GAO-04-393 (Washington, D.C.: March 1,
2004).
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Twenty programs report tracking the number of software defects that
require design or engineering changes and seven of these programs
are not meeting their expected values for this metric. Large numbers of
defects, particularly those that are found after the phase in which they
were created, indicate that problems may exist and lead to increased
cost and schedule due to rework and the need to review development
processes so that defects are found earlier.

Nineteen of the 38 current programs we assessed plan to begin
production prior to completing the software development necessary for
integration with system hardware and achieving baseline capabilities.
DOD policy allows for some degree of concurrency between initial
production and the completion of developmental testing—especially
for the completion of software. However, a recent report from DOD’s
Director of Operational Test and Evaluation found that many capability
shortfalls in military systems are directly related to software failures
and poor software maintenance capabilities.*®* While some
concurrency may be necessary when rapidly fielding urgently needed
warfighter capabilities, pursuing software development while the
system is in production may introduce risks if problems are discovered
late in testing; especially when such problems necessitate hardware
changes to supplement the software or require the acceptance of
software whose reliability falls short of overall system requirements.

Eleven of the 15 current programs we assessed, that have started
production, plan to perform 30 percent or more of their
developmental testing during production despite the increased
risk of design changes and costly retrofits. Five of these
programs expect to place more than 20 percent of their
procurement quantities under contract before developmental
testing is completed with one planning to place its entire
procurement quantity under contract. Beginning production before
demonstrating that a design is mature and that a system will work as
intended increases the risk of discovering deficiencies during
production that could require substantial design changes and costly
modifications to systems already built. The intent of developmental
testing is to demonstrate the maturity of a design and to discover and
fix design and performance problems before a system enters
production. However, 11 of the 15 current programs we assessed that

$DOD, Director, Operational Test and Evaluation, FY 2013 Annual Report, January 2014.
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have started production intend to or have already executed 30 percent
or more of their developmental testing concurrent with production. Six
of the 11 programs reported completing their developmental testing
and two of these programs—Littoral Combat Ship - Mission Packages
and WIN-T Increment 2—reported having quality problems during
production.

Two of the programs currently in developmental testing expect to have
more than 10 percent of their total procurement quantities under
contract before developmental testing is complete. For example, the
M109A7 Family of Vehicles program plans to have 133 vehicles, or
about 24 percent of its total procurement quantity under contract, at a
cost of just over $1.4 billion, before completing developmental testing
in 2016.

Another 12 current programs we assessed are scheduled to make a
production decision in the coming years and five of them intend to
execute 30 percent or more of their developmental testing concurrent
with production. Four of these 12 programs expect to have more than
10 percent of their total procurement quantity under contract before
developmental testing completes running the risk of costly retrofits to
existing systems or changes to active production lines.

DOD policy allows some degree of concurrency between initial
production and developmental testing. However, concurrency can
increase the risk of design changes and cost of retrofits after
production has started. This is one practice that has perpetuated the
unsatisfactory results that have persisted in acquisitions through the
decades. For example, in our prior work, we found that F-35 had an
acquisition strategy that contained high levels of concurrency between
development, testing, and production.** Consequently, the program
experienced significant cost and schedule growth, as well as
performance shortfalls. Taking a similar approach in current programs,
as identified by our analysis above, could lead to similarly poor
acquisition outcomes.

¥GAO, F-35 Joint Strike Fighter: Problems Completing Software Testing May Hinder
Delivery of Expected Warfighting Capabilities, GAO-14-322 (Washington, D.C.: March 24,
2014).
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Assessments of
Individual Programs

This section contains assessments of individual weapon programs. Each
assessment presents data on the extent to which programs are following a
knowledge-based acquisition approach to product development, and other
program information. In total, we present information on 53 programs. For
37 programs, we produced two-page assessments discussing the
technology, design, and manufacturing knowledge obtained, as well as
other program issues. Each two-page assessment also contains a
comparison of total acquisition cost from the first full estimate for the
program to the current estimate. The first full estimate is generally the cost
estimate established at development start; however, for a few programs
that did not have such an estimate, we used the estimate at production
start instead. For shipbuilding programs, we used their planning estimates
if those estimates were available. For programs that began as non—major
defense acquisition programs, we used the first full estimate available.
Thirty-five of these 37 two-page assessments are of major defense
acquisition programs, most of which are in development or early
production and two assessments are of programs that were projected to
become major defense acquisition programs during or soon after our
review. See figure 12 for an illustration of the layout of each two-page
assessment. In addition, we produced one-page assessments on the
current status of 16 programs, which include 15 future major defense
acquisition programs, and one major defense acquisition program that is
well into production.
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Figure 12: lllustration of Program Two-Page Assessment
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The AIM-9X Block 11 emered production in June 2011
with mature critical technologics, a stable and
demonstrated design, and production processes that had
been demanstrated on a production line but were not in
contrel. In July 2003, the Navy suspended operational
testing due 10 missile performance ispes. The program
resumed operational sesting in June 2014 after
identifying root cawses and fixes for these issucs, The
program expects a full rte production decision in June
2015_ more than a year lser than initially planned. The
® | program added a low rate initial production lot in June
2044, nearly tripling the planned number of missiles
procured before its full rate produciion decision
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AIM-9X Block Il Program
Technology and Design Maturity

AIM-9X Block Il entered operational testing with s
eritical technologies mature and its design stable and
demonstrated. According 1o the Navy's May 201
technology readiness assessment, Block 11 involves the
integration of mature technologies, including a new
active optical target detector’datalink, an upgraded
electronics unit, and new operational flight software. The
program estimales that 85 percent of Block 11
componcnts ane unchanged from Block 1. The Navy
suspended operational 1esting on the AIM-9X Block 11 in
July 2013 due to missile performance deficiencies related
o hardware in the inertial measurement unil and
eoncerns about the missile's wrget sequisition time, the
latter of which required a software fix. The contractor
delivered solutions to these issues in January 2014 and
the program re-entered operational testing in June 2014,
Operational testing is expected 10 be complete in January
2005

Production Maturity

AIM-9X Block 1T began production in June 201 1, with
manufacturing processes that had been demonstrated on
a pilod production line but were not in control, Since the
stan of production, the program has funher matured s
processes, and program officials stated that they are now
a1 o manufacturing readiness level that indicates they are
in control. A production-related issue with the hardware
fior the incrtial measurement unit contributed to the
Navy's decision 1o suspend operational testing in 2013
Specifically, under certain vibration conditions, the
unit’s hinges would fail. The program office reports that
changes 10 the inertial measurement unit's hinge

Common Name: AIM-9X Block Il
production process have resolved this issue.

Other Program Issucs

The suspension of operational wsting delayed the
program'’s full-rate production decision from April 2014
o June 2015, Production of AIM-9X Block Il continued
during the suspension of operational testing, but the
program office did not accept delivery of any additional
missiles. To avoid a break in production, the program
added another low-rate production lot in 2014 10 procure
05 missiles, which is the same quantity that would have
been procured in the first full-rte production ot
Program officials said they will accept the risk associated
with concurrent production and testing of the missiles,
and the costs of any retrofits, rather than further delayving
mequisition. Program ofMicials now estimate that they will
procure a total 1,086 Block 11 missiles, or approximately
1% percent of the planned procurement quantity of 6,000
Block 11 missiles, during low rate production. This is a

nearly threefold increase over oniginal estimates.
€ I o

In commenting on a drafl of the assessment, Navy
officials noted that the AIM-9X Block Il program is
meeting cosl and performance expectations. Program
officials also stated that deficiencies discovered during
operational testing were corrected vin manufacturing and
software improvements. Program ofTicials further noted
that the progmm remains on schedule 10 successfully
complete operational testing, achicve initial operational
capability, and begin full-rate production.

Program Office Comments

Program description

@

lllustration or photo of system

Schedule timeline identifying key dates for the program including the
start of development, major design reviews, production decisions,
and planned operational capability

Program Essentials Programmatic information including the prime
contractor, program office location, and funding needed to complete

Program Performance Cost and schedule baseline estimates and
the latest estimate provided as of January 2015

Brief summary describing the program'’s implementation of

knowledge-based acquisition practices and its current status

Attainment of Product Knowledge Depiction of selected

knowledge-based practices and the program's progress in

attaining that knowledge

Assessment of program’s technology, design, and production

maturity, as well as other program issues

cognizant program office

Program Office Comments General comments provided by the

Source: GAO analysis. | GADQ-3425P
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For our two-page assessments, we depict the extent of knowledge gained
in a program at the time of our review with a scorecard and narrative
summary at the bottom of the first page of each assessment. As illustrated
in figure 12 above, the scorecard displays eight key knowledge-based
acquisition practices that should be implemented by certain points in the
acquisition process. The more knowledge the program has attained by
each of these key points, the more likely the weapon system will be
delivered within its estimated cost and schedule. A knowledge deficit
means the program is proceeding without sufficient knowledge about its
technologies, design, or manufacturing processes, and faces unresolved
risks that could lead to cost increases and schedule delays.

For each program, we identify a knowledge-based practice that has been
implemented with a closed circle. We identify a knowledge-based practice
that has not yet been implemented with an open circle. If the program did
not provide us with enough information to make a determination, we show
this with a dashed line. A knowledge-based practice that is not applicable
to the program is grayed out. A knowledge-based practice may not be
applicable to a particular program if the point in the acquisition cycle when
the practice should be implemented has not yet been reached, or if the
particular practice is not relevant to the program. For programs that have
not yet entered system development, we show a projection of knowledge
attained for the first three practices. For programs that have entered
system development but not yet held a critical design review, we assess
actual knowledge attained for these three practices. For programs that
have held a critical design review but not yet entered production, we
assess knowledge attained for the first five practices. For programs that
have entered production, we assess knowledge attained for all eight
practices.

We make adjustments to both the key points in the acquisition cycle and
the applicable knowledge-based practices for shipbuilding programs. For
shipbuilding programs that have not yet awarded a detailed design
contract, we show a projection of knowledge attained for the first three
practices. For shipbuilding programs that have awarded this contract but
not yet started construction, we would assess actual knowledge attained
for these three practices. For shipbuilding programs that have started
construction, we assess the knowledge attained for the first four practices.
We do not assess the remaining four practices for shipbuilding programs
as they are not applicable for these programs. See figure 13 for examples
of the knowledge scorecards we use to assess these different types of
programs.
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Figure 13: Examples of Knowledge Scorecards
Program in production

Shipbuilding program

Attainment of Product Knowledge

Attainment of Product Knowledge

As of January 2015
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e Complete preliminary design review [ ]

Product design is stable

¢ Complete three-dimensional product model

e Test a system-level infec

ated prototype

Manufacturing processes are mature '

o Demonstrate critical processes are in control

e Test a production-representative prototype

. Knowledge attained
O Knowledge not attained

===s |nformation not available

Not applicable

@ Knowledge attained ===s Information not available
O Knowledge not attained Not applicable

Source: GAO. | GAO-15-3425P

Statement on Small
Business Participation

Pursuant to a mandate in a report for the National Defense Authorization
Act for Fiscal Year 2013, we reviewed whether individual subcontracting
reports from a program’s prime contractor or contractors were accepted on

the Electronic Subcontracting Reporting System (eSRS).** We reviewed
this information for 32 of the major defense acquisition programs in our
assessment that reported contract information in their December 2013
Selected Acquisition Report (SAR) submissions. The contract numbers for
each program’s prime contracts were entered into the eSRS database to
determine whether the individual subcontracting reports from the prime
contractors had been accepted by the government. The government uses
individual subcontracting reports on eSRS as one method of monitoring

3H.R. Rep. No. 112-479, at 284 (2012).
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small business participation, as the report includes goals for small
business subcontracting. Not all prime contracts for major defense
acquisition programs are required to submit individual subcontracting
reports. For example, some contractors report small business participation
at a corporate level as opposed to a program level and this data is not
captured in the individual subcontracting reports. Information gathered for
this analysis is presented in appendix VI.
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Common Name: AIM-9X Block Il

AIM-9X Block Il Air-to-Air Missile (AIM-9X Block Il)

The AIM-9X Block Il is a Navy-led program to
acquire short-range air-to-air missiles for the F-35,
the Navy's F-18, and the Air Force's F-15, F-16, and
F-22A fighter aircraft. It is designed to detect,
acquire, intercept, and destroy a range of airborne
threats. Block Il includes hardware and software
upgrades intended to improve the range from which
the AIM-9X can engage targets, target
discrimination, and interoperability. It was
designated a major defense acquisition program in
June 2011.

Source: U.S. Navy.

Program Preliminary Critical
start design review design review
(2004) (3/07) (9/07)

A
Low-rate  Operational GAO Initial Full-rate
decision test complete review  capability decision
(6/11) (1/15) (1/15) (3/15) (6/15)

Program Essentials

Prime contractor: Raytheon Missile
Systems
Program office: Patuxent River, MD
Funding needed to complete:
R&D: $237.9 million
Procurement: $2,613.5 million
Total funding: $2,851.4 million
Procurement quantity: 4,885

The AIM-9X Block Il entered production in June
2011 with mature critical technologies, a stable
and demonstrated design, and production
processes that had been demonstrated on a
production line but were not in control. In July
2013, the Navy suspended operational testing
due to missile performance issues. The program
resumed operational testing in June 2014 after
identifying root causes and fixes for these issues.
The program expects a full-rate production
decision in June 2015, more than a year later
than initially planned. The program added a low-
rate initial production lot in June 2014, nearly
tripling the planned number of missiles procured
before its full-rate production decision.
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Research and development cost
Procurement cost

Total program cost

Program unit cost

Total quantities

Acquisition cycle time (months)

Program Performance (fiscal year 2015 dollars in millions)

As of Latest Percent
12/2011 08/2014 change
$180.0 $374.0 107.8
$4,051.3 $3,248.8 -19.8
$4,231.3 $3,622.9 -14.4
$.705 $.604 -14.4
6,000 6,000 0.0

39 45 15.4

Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant
environment L

e Demonstrate all critical technologies in a realistic .
environment

e Complete preliminary design review [ )

Product design is stable

¢ Release at least 90 percent of design drawings .

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control '
e Demonstrate critical processes on a pilot production line '
e Test a production-representative prototype [ )

Information not available

‘ Knowledge attained

O Knowledge not attained Not applicable
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Common Name: AIM-9X Block Il

AIM-9X Block Il Program

Technology and Design Maturity

AIM-9X Block Il entered operational testing with its
critical technologies mature and its design stable
and demonstrated. According to the Navy's May
2011 technology readiness assessment, Block Il
involves the integration of mature technologies,
including a new active optical target
detector/datalink, an upgraded electronics unit, and
new operational flight software. The program
estimates that 85 percent of Block || components
are unchanged from Block I. The Navy suspended
operational testing on the AIM-9X Block Il in July
2013 due to missile performance deficiencies
related to hardware in the inertial measurement unit
and concerns about the missile's target acquisition
time, the latter of which required a software fix. The
contractor delivered solutions to these issues in
January 2014 and the program re-entered
operational testing in June 2014. Operational
testing is expected to be complete in January 2015.

Production Maturity

AIM-9X Block Il began production in June 2011, with
manufacturing processes that had been
demonstrated on a pilot production line but were not
in control. Since the start of production, the program
has further matured its processes, and program
officials stated that they are now at a manufacturing
readiness level that indicates they are in control. A
production-related issue with the hardware for the
inertial measurement unit contributed to the Navy’s
decision to suspend operational testing in 2013.
Specifically, under certain vibration conditions, the
unit’s hinges would fail. The program office reports
that changes to the inertial measurement unit’s
hinge production process have resolved this issue.

Other Program Issues

The suspension of operational testing delayed the
program's full-rate production decision from April
2014 to June 2015. Production of AIM-9X Block Il
continued during the suspension of operational
testing, but the program office did not accept
delivery of any additional missiles. To avoid a break
in production, the program added another low-rate
production lot in 2014 to procure 705 missiles,
which is the same quantity that would have been
procured in the first full-rate production lot. Program
officials said they will accept the risk associated with
concurrent production and testing of the missiles,
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and the costs of any retrofits, rather than further
delaying acquisition. Program officials now estimate
that they will procure a total 1,086 Block Il missiles,
or approximately 18 percent of the planned
procurement quantity of 6,000 Block Il missiles,
during low rate production. This is a nearly threefold
increase over original estimates.

Program Office Comments

In commenting on a draft of the assessment, Navy
officials noted that the AIM-9X Block Il program is
meeting cost and performance expectations.
Program officials also stated that deficiencies
discovered during operational testing were
corrected via manufacturing and software
improvements. Program officials further noted that
the program remains on schedule to successfully
complete operational testing, achieve initial
operational capability, and begin full-rate
production.
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Common Name: AMDR

Air and Missile Defense Radar (AMDR)

The Navy's Air and Missile Defense Radar (AMDR)
is a next-generation radar system designed to
provide ballistic missile defense, air defense, and
surface warfare capabilities. AMDR will consist of
an S-band radar for ballistic missile and air defense,
an X-band radar for horizon search, and a radar
suite controller that controls and integrates the two
radars. AMDR will initially support DDG 51 Flight IIl.
The Navy expects AMDR to provide a scalable
radar architecture that can be used to defeat
advanced threats.

System development

A
Program  Development  Preliminary GAO
start start design review  review
(9/10) (10/13) (8/14) (1/15)

Source: U.S. Navy.

Production
Critical Low-rate Start Initial
design review decision operational test capability
(4/15) (9/17) (6/23) (9/23)

Program Essentials

Prime contractor: Raytheon

Program office: Washington, DC

Funding needed to complete:
R&D: $657.7 million
Procurement: $3,396.8 million
Total funding: $4,054.5 million

Procurement quantity: 22 Total quantities

Acquisition cycle time (months)

AMDR's four critical technologies are
approaching full maturity, and officials believe
they will meet DDG 51 Flight llI's schedule
requirements. The program completed its final
preliminary design review in August 2014, and
anticipates a critical design review in April 2015.
The contractor is producing an engineering
development model consisting of a full-sized,
single faced array and the required software.
This array will go through testing at the
contractor's indoor facilities and then be installed
and tested at the Navy's land-based test facility
after critical design review—but program officials
stated it will not be tested at-sea prior to
installation on DDG 51. DOD's Director,
Operational Test and Evaluation (DOT&E), has
not approved the Test and Evaluation Master Plan
due to scope concerns with the Navy's planned
testing activities.
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Research and development cost
Procurement cost
Total program cost
Program unit cost

Program Performance (fiscal year 2015 dollars in millions)

As of Latest Percent
10/2013 08/2014 change
$1,919.9 $1,766.3 -8.0
$3,970.8 $3,396.8 -14.5
$5,920.4 $5,192.6 -12.3
$269.110  $236.028 -12.3
22 22 0.0

158 156 -1.3

Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant o
environment

e Demonstrate all critical technologies in a realistic @)
environment

e Complete preliminary design review [ )

Product design is stable

e Release at least 90 percent of design drawings

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

. Knowledge attained Information not available

O Knowledge not attained

Not applicable
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Common Name: AMDR

AMDR Program

Technology and Design Maturity

All four of AMDR's critical technologies—digital-
beam-forming; transmit-receive modules; software;
and digital receivers/exciters—are approaching full
maturity, and program officials state that AMDR is
on pace to meet DDG 51 Flight IllI's schedule
requirements. In 2015, the contractor is expected to
complete an engineering development model
consisting of a single full-sized 14 foot radar array—
as opposed to the final four array configuration
planned for installation on DDG 51 Flight Ill—and
begin testing in the contractor's indoor facilities.
Following the critical design review, scheduled for
April 2015, the program plans to install the array in
the Navy's land-based radar test facility in Hawaii
for further testing in a more representative
environment. However, the Navy has no plans to
test AMDR in a realistic (at-sea) environment prior
to installation on the lead DDG 51 Flight Il ship.
Though the Navy is taking some risk reduction
measures, there are only 15 months planned to
install and test the AMDR prototype prior to making
a production decision. Delays may cause
compounding effects on testing of upgrades to the
Aegis combat system since the Navy plans to use
the AMDR engineering development model in
combat system integration and testing.

In August 2014, AMDR completed its final
preliminary design review, which assessed both
hardware and software. The total number of design
drawings required for AMDR has not yet been
determined and will be finalized at the program's
critical design review. However, AMDR officials are
confident that the robust technology in the prototype
represents the physical dimensions, weight, and
power requirements to support DDG 51 Flight 11l
integration. The AMDR program office provided an
initial interface control document listing AMDR
specifications to the DDG 51 Flight Il program
office. Ensuring correct AMDR design parameters is
important since the available space, weight, power,
and cooling for DDG 51 Flight Il is constrained, and
design efforts for the ship will begin before AMDR is
fully matured.

The AMDR radar suite controller requires significant
software development, with 1.2 million lines of code
and four planned builds. The program also plans to
apply an open systems approach to available
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commercial hardware to decrease development risk
and cost. The program office identified that the first
of four planned builds is complete, has passed the
Navy's formal qualification testing and will enter
developmental testing next summer. Each
subsequent build will add more functionality and
complexity. AMDR will eventually need to interface
with the Aegis combat management system found
on DDG 51 destroyers. This interface will be
developed in later software builds for fielding in
2020, and the Navy plans on conducting early
combat system integration and risk reduction testing
prior to making a production decision.

Other Program Issues

AMDR still lacks a Test and Evaluation Master Plan
approved by DOD's Director, Operational Test and
Evaluation (DOT&E), as required by DOD policy.
DOT&E expressed concerns with the lack of a
robust live-fire test plan involving AMDR and the
Navy's self-defense test ship. According to program
officials, their current test plan's models will provide
sufficient data to support validation and
accreditation and thus verify system performance.

Program Office Comments

According to the Navy, AMDR is on track to deliver a
capability 30 times greater than the radar it will
replace. To mitigate development risk and deliver
AMDR's software at the earliest possible delivery
date, the contractor is implementing software
development approaches to improve productivity, in
coordination with robust testing, modeling, and live
flight test simulations. Further, an AMDR hardware
facility—including a fully functioning portion of
AMDR's processing equipment and a software
integration lab—is operating at the contractor's
facility to support iterative testing ahead of, and then
in support of, production of the engineering
development model. In December 2014, a hardware
specific critical design review was successfully
completed demonstrating that technical
performance measures are in compliance with
requirements and the hardware design is sufficiently
mature to complete detailed design, and will
proceed to engineering development model array
production.

GAO-15-342SP Assessments of Major Weapon Programs



Common Name: AMF JTRS

Airborne and Maritime/Fixed Station Joint Tactical Radio System (AMF JTRS)

The Army's AMF JTRS program plans to acquire
two non-developmental software-defined radios, the
Small Airborne Link 16 Terminal (SALT) and the
Small Airborne Networking Radio (SANR), and
associated equipment for integration into Army
rotary wing and unmanned aerial systems. In 2014,
the Army split SALT and SANR into separate sub-
programs. The Army is currently reassessing its
approach to the SANR program.

Source: U.S. Army.

System development

A
Development GAO Low-rate Initial capability Low-rate Initial capability
start review decision (SALT) (SALT) decision (SANR) (SANR)
(3/08) (1/15) (7/16) (10/18) (4/23) (10/26)

Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: TBD As of Latest Percent
Program office: Aberdeen, MD 10/2008 08/2014 change
Funding needed to complete: Research and development cost $2,060.0 $1,573.9 -23.6
R&D: $102.1 million Procurement cost $6,576.0 $1,884.1 -71.3
Procurement: $1,803.1 million Total program cost $8,636.0 $3,458.0 -60.0
Total funding: $1,905.2 million Program unit cost $.319 $.221 -30.7
Procurement quantity: 15,460 Total quantities 27,102 15,652 -42.2
Acquisition cycle time (months) 80 223 178.8

In July 2012, as part of an overall JTRS

reorganization, the Under Secretary of Defense Attainment of Product Knowledge

for Acquisition, Technology, and Logistics directed As of January 2015

a restructured acquisition approach to acquire a
modified non-developmental item which e Demonstrate all critical technologies in a relevant o
leverages the prior investment in the AMF environment

program to the maximum extent practical. The o Demonstrate all critical technologies in a realistic ()
procured radios will be post-production items and ___environment ..
will be tested for technical maturity as part of the o Complete preliminary design review ()
formal testing process. AMF JTRS will not be part
of the deVGIOpment process. e Release at least 90 percent of design drawings e

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

. Knowledge attained ===s |nformation not available
O Knowledge not attained Not applicable
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Common Name: AMF JTRS

AMF JTRS Program

Technology, Design, and Production Maturity

While program officials have identified critical
technologies, the program intends to procure
existing radios which will be tested to demonstrate
technology maturity as part of the overall test and
demonstration process. The program does not
intend to develop any new technologies for the
program. In July 2012, as part of an overall JTRS
reorganization, the Under Secretary of Defense for
Acquisition, Technology, and Logistics directed a
restructured acquisition approach to acquire a
modified non-developmental item which leverages
the prior investment in the AMF program to the
maximum extent practical. This restructuring shifted
the program from a development effort supporting
Army, Air Force, and Navy platforms to one that
supports Army aviation efforts. In 2014, the Army
split the Small Airborne Link 16 Terminal Radio
(SALT) and Small Airborne Networking Radio
(SANR) into separate sub-programs. Both the SALT
and SANR subprograms are in the pre-solicitation
phase and no contracts have been awarded.
Program officials are currently awaiting approval of
the revised acquisition strategy before they proceed
with the release of the request for proposals. AMF
JTRS will not be part of the development process.

Program officials stated that, due to the non-
developmental approach, they do not currently have
an estimate of the maturity of the design. The Army
will not develop any software for the program. The
vendor will be required to complete the software
development effort prior to delivery.

Program officials noted that there are no plans to
conduct any additional systems engineering design
reviews beyond what was completed for the earlier
developmental program. However, program officials
plan to conduct risk reduction testing for the non-
developmental items in the SALT sub-program in
preparation for operational testing, currently
scheduled for fiscal year 2017 after the low-rate
initial production contract has been awarded.

Other Program Issues

The Army approved a new acquisition program
baseline for AMF JTRS in May 2014. Under this
new baseline, the program's acquisition cost
decreased slightly. Program officials told us that this
decrease resulted from delays to the SANR sub-
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program, which has been deferred past fiscal year
2019. Program officials also stated that they plan to
complete an affordability analysis for each sub-
program.

Program Office Comments

In commenting on a draft of this assessment, the
program office provided technical comments which
were incorporated where deemed appropriate.
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Common Name: AMPV

Armored Multi-Purpose Vehicle (AMPV)

The Army's Armored Multi-Purpose Vehicle (AMPV)
is the replacement to the M113 family of vehicles.
The AMPV will replace the M113 in five mission
roles: general purpose, medical evacuation, medical
treatment, mortar carrier, and mission command.
The Army has determined that development of the
AMPV is necessary due to mobility, survivability and
force protection deficiencies identified with the
M113, as well as space, weight, power and cooling
limitations that prevent the incorporation of the
inbound Army network and future technologies.

A
Development GAO
start review
(12/14) (1/15)

Source: U.S. Army.

Design Low-rate End Initial
review decision operational test capability
(6/16) (3/19) (6/21) (6/22)

Program Essentials

Prime contractor: BAE Systems

Program office: Warren, Ml

Funding needed to complete:
R&D: $920.0 million
Procurement: $9,736.0 million
Total funding: $10,656.0 million

Procurement quantity: 2,897 Total quantities

Acquisition cycle time (months)

The AMPV program entered system development
in December 2014 with its critical technologies
fully mature based on the results of a technology
readiness assessment conducted in October
2014. The program received a waiver for
conducting competitive prototyping, and obtained
a waiver to hold a preliminary design review after
the start of system development. While the AMPV
program does not intend to develop new
technologies and plans to use readily available
components from legacy systems, choosing to
forego prototyping and deferring systems
engineering reviews could limit the knowledge
gained prior to development start.
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Research and development cost
Procurement cost
Total program cost
Program unit cost

Program Performance (fiscal year 2015 dollars in millions)

Latest Percent

As of 12/2014 change
NA $987.0 NA
NA $9,736.0 NA
NA  $10,723.0 NA
NA $3.701 NA
NA 2,897 NA
NA 90 NA

Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant o
environment

e Demonstrate all critical technologies in a realistic o
environment

e Complete preliminary design review O

Product design is stable

e Release at least 90 percent of design drawings

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

Information not available

. Knowledge attained

O Knowledge not attained Not applicable
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Common Name: AMPV

AMPV Program

Technology Maturity

The AMPYV program entered system development in
December 2014 with its critical technologies fully
mature. An independent review team conducted an
assessment of the program's ten critical technology
areas—including automotive systems, power train
cooling, troop protection, and others—and
determined that candidate technologies for these
areas exist and are fully mature. According to
program officials, based on industry responses to
requests for information and proposal data reviewed
by an independent team, no further technology
development or design innovations are needed to
meet AMPV requirements, and integration risks are
low to moderate.

Other Program Issues

The AMPV program was granted waivers from the
requirements to conduct competitive prototyping
and a preliminary design review prior to system
development. The AMPV acquisition strategy calls
for derivatives of existing military vehicles that
leverage existing mission equipment packages or
non-developmental items for each of the mission
roles. The Army has taken other actions to reduce
risk as well, including reducing requirements to
ensure no technology development is needed.
According to program officials, market research
identified examples of mature vehicles and
subsystems and the program received multiple
offers with demonstrated technology and
engineering solutions. Therefore, the program
believed there were negligible benefits to be
achieved by conducting competitive prototyping and
a preliminary design review before entering system
development. While this acquisition strategy will
reduce development risk, choosing to forego
prototyping and defer systems engineering reviews
could limit the amount of knowledge gained on the
program and leaves it vulnerable to cost and
schedule increases if issues are identified after the
start of system development. The AMPV program's
preliminary design review is planned to occur by
June 2015 and the critical design review is expected
to occur by June 2016.

AMPV's acquisition strategy also calls for selection
of a single contractor for system development, and
provides for three low-rate initial production options
within the system development contract. The
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program awarded a cost-plus-incentive-fee contract
for system development with a fixed-price incentive
option for low-rate initial production to BAE Systems
in December 2014. The AMPV contract will include
engineering and manufacturing development and
low-rate initial production incentives for cost and
reliability.

Program Office Comments

In commenting on a draft of this assessment, the
Army provided technical comments, which were
incorporated as appropriate.
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Common Name: CH-53K

CH-53K Heavy Lift Replacement Helicopter (CH-53K)

The Marine Corps' CH-53K heavy-lift helicopter is
intended to transport armored vehicles, equipment,
and personnel to support operations deep inland
from a sea-based center of operations. The CH-53K
is expected to replace the legacy CH-53E helicopter
and provide increased range and payload,
survivability and force protection, reliability and
maintainability, and coordination with other assets,
while reducing total ownership cost.

Source: Sikorsky Aircraft Corporation.

System development Production

A
Program  Development Design GAO Production Low-rate  Operational test Initial
start start review review readiness review decision complete capability
(11/03) (12/05) (7/10) (1/15) (3/16) (6/16) (9/18) (7119)

Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: Sikorsky Aircraft As of Latest Percent
Corporation 12/2005 12/2013 change
Program office: Patuxent River, MD Research and development cost $4,637.7 $6,735.2 45.2
Funding needed to complete: Procurement cost $12,898.2  $18,559.2 43.9
R&D: $2,171.6 million Total program cost $17,5635.9 $25,335.5 44.5
Procurement: $18,559.2 million Program unit cost $112.409 $126.677 12.7
Total funding: $20,759.1 million Total quantities 156 200 28.2
Procurement quantity: 194 Acquisition cycle time (months) 119 163 37.0

The CH-53K program continues to move forward
toward production, but has not yet fully matured
its critical technologies or demonstrated that its As of January 2015

design can perform as expected. Failures found Resources and requirements match

durmg quahﬁcatlon teStmg have led to a number e Demonstrate all critical technologies in a relevant

Attainment of Product Knowledge

of unexpected redesigns, which have delayed environment o
testing and production. While the ground test o Demonstrate all critical technologies in a realistic 'e)
vehicle has been delivered, and is currently ___environment ..
undergoing tests, problems with qualification of » Complete preliminary design review o

parts have delayed delivery of the first few test

aircraft as well as initial testing and first flight, « Release at least 90 percent of design drawings

thereby adding risk to the program's ability to et e vt °
execute its schedule. ° o5t a sysiem-ieveliniegrated profolype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

. Knowledge attained =su= |nformation not available
O Knowledge not attained Not applicable
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Common Name: CH-53K

CH-53K Program

Technology and Design Maturity

The CH-53K program's two critical technologies—
which are housed within the main rotor blade and
main gearbox—have yet to achieve full maturity
nearly 10 years after the program began system
development. These technologies have
successfully been tested using the program's
ground test vehicle and will continue to be
evaluated when the program begins operational
flight testing, which is expected to occur in 2015.

Unanticipated design changes to non-critical
technology components have caused delays. For
example, the CH-53K relies on a number of gear
boxes which do not house critical technologies.
Several of those gear boxes have suffered setbacks
during qualification testing, which has resulted in
unanticipated redesigns and schedule delays. In
addition, the rear module assembly, which is part of
the main gear box, but not associated with the
critical technology it houses, required a modest
redesign. Testing has also revealed problems with
vibration in the drive shaft as well as temperature
issues with the top deck engine exhaust. According
to the program office, resolutions to these issues
have been determined and the necessary redesigns
have been made.

Program officials reported that the unanticipated
number of redesigns has lead to schedule delays
and changes to test plans. For example, the
program'’s first test flight, which was already delayed
by one year, will be further delayed while the
program determines solutions to issues found in
qualification testing. Some of these solutions will be
temporary, allowing the program to move forward
with testing while they simultaneously incorporate a
long term solution. In one example, qualification
testing of the main gear box rear assembly found
that three gears—module output, input idler, and tail
take-off—were not working as planned and would
require redesigns. In the meantime, a temporary
solution has been reached that will allow further
testing, but will not allow full envelope testing.

Production Maturity

The program's ground test vehicle was delivered in
October 2012 and is currently undergoing full
aircraft systems testing. Initial testing of this aircraft,
commonly referred to as "light off," began 11
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months later than planned. According to program
officials, production of the first engineering
demonstration model test aircraft is complete, but
the failures in qualification testing have prevented
the program from moving forward with the first test
flight. The program is taking steps to address these
issues but qualification test failures add risk to the
program's ability to execute its schedule. Production
of the three remaining engineering test aircraft is
ongoing, but has been hampered by the same
issues that have delayed the first test flight.

Qualification failures resulted in instances where
fully qualified parts are not available for
incorporation onto test aircraft. In these instances,
the program has substituted parts that, while
qualified as safe for flight, have not yet been fully
qualified. These parts will be substituted in the
assembly process to enable test aircraft production
to continue. As successfully tested, qualified parts
become available, they will have to be retrofitted on
the test aircraft, which could add further risk to the
production and flight test schedule.

Program Office Comments

The program office concurred with this assessment
and noted that it continues to address component,
subsystem, and system issues as they arise in
testing. Also, they noted that performance of the
program continues to indicate that the system will
meet technical and mission requirements.
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Common Name: CRH

Combat Rescue Helicopter (CRH)

The Air Force's Combat Rescue Helicopter (CRH)
will recover personnel from hostile or denied
territory as well as conduct humanitarian, civil
search and rescue, disaster relief, and non-
combatant evacuation missions. The CRH program
is an effort to replace aging HH-60G Pave Hawk
helicopters. The first effort to replace the HH-60G,
the Combat Search and Rescue Replacement
Vehicle (CSAR-X), was canceled in 2009 because
of cost concerns stemming from technology
development.

System development

A
Development GAO Design
start review review
(6/14) (1/15) (717)

Source: 2013 Sikorsky Aircraft Corp. Used with permission for support of CRH.

Low-rate Start Initial Full-rate
decision operational test capability decision
(10/19) (10/20) (4/21) (10/21)

Program Essentials

Program Performance (fiscal year 2015 dollars in millions)

Prime contractor: Sikorsky Aircraft Latest Percent
Corporation As of 06/2014 change
Program office: Wright-Patterson AFB, Research and development cost NA $1,992.3 NA
OH Procurement cost NA  $6,212.1 NA
Funding needed to complete: Total program cost NA $8,228.5 NA
R&D: $1,845.8 million Program unit cost NA $73.469 NA
Procurement: $6,212.1 million Total quantities NA 12 NA
Total funding: $8,082.1 million Acquisition cycle time (months) NA 82 NA

Procurement quantity: 103

The Air Force's CRH program began system
development in June 2014 without identifying any
critical technologies. The program was granted
waivers for its technology to be demonstrated in a
relevant environment as well as for competitive
prototyping. Further, the program did not conduct
any systems engineering technical reviews. The
program's acquisition strategy states the CRH will
modify an existing, flight proven helicopter by
integrating mature subsystems and associated
software. While the program has identified
several planned enhancements to be
incorporated from multiple H-60 variants onto the
Sikorsky UH-60M helicopter—the platform being
leveraged for the CRH—the program may not
have gained sufficient knowledge to have entered
development with the least amount of risk.

Page 71

Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant
environment

e Demonstrate all critical technologies in a realistic
environment

e Complete preliminary design review

Product design is stable

e Release at least 90 percent of design drawings

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

Information not available

. Knowledge attained

O Knowledge not attained Not applicable
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Common Name: CRH

CRH Program

Technology Maturity

The CRH program began system development in
June 2014 without identifying any critical
technologies. In transitioning from the cancelled
CSAR-X program, the Air Force removed or
lowered requirements for the notional aircraft to
ensure technology development was not required.
The CRH acquisition strategy currently states the
program will modify an existing, flight proven
helicopter by integrating mature subsystems and
associated software. The CRH program has
identified several planned enhancements to be
incorporated from multiple H-60 variants onto the
UH-60M helicopter—the platform being leveraged
for the CRH. The planned enhancements include a
higher capacity electrical system, larger capacity
main fuel tanks for extended range, an armor suite
for crew protection, situational awareness
enhancements which include various tactical data
links, and an existing UH-60M engine. The program
is also considering integrating a landing sensor,
which is being developed to aid pilots with landing in
degraded visual environments. A program official
stated that, if they are not mature, these
technologies will not be integrated on the CRH.

DOD authorized the program to bypass technology
development and enter the acquisition process at
system development. In approving the program's
entry into system development, the Under Secretary
of Defense for Acquisition, Technology, and
Logistics waived requirements for five components
of a certification completed before system
development begins: 1) consideration of appropriate
trade-offs among cost, schedule, and performance
objectives to ensure the program is affordable; 2)
the availability of funding through the next five
years; 3) a preliminary design review; 4)
demonstration of technology in a relevant
environment; and 5) competitive prototyping. This
decision was also supported by the Assistant
Secretary of Defense for Research and
Engineering. According to program documentation,
the first two waivers were granted due to funding
constraints at the time of the decision, and the Air
Force plans to realign funding to fully support the
program in the fiscal year 2016 budget process. The
program plans to satisfy the requirement for a
preliminary design review in April 2016,
approximately 22 months after contract award. For
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the fourth waiver, the undersecretary determined
that a technology readiness assessment was not
required based upon the maturity of the required
technology presented at the review. As a follow-up
to this waiver, the program plans to conduct a
technology readiness assessment in the summer of
2015. The need for competitive prototyping was
waived in 2012 due to the determination that the
cost of producing the competitive prototyping would
exceed the expected life-cycle benefits.

Although the program office designed their
acquisition strategy to ensure only mature
technologies will be incorporated into the CRH, by
waiving both competitive prototyping and the
demonstration of technology in a relevant
environment, and forgoing early systems
engineering technical reviews, the program may not
have gained sufficient knowledge to enter
development with the least amount of risk. In our
previous work, we have found acquisition programs
which complete a preliminary design review and
demonstrate that all technologies are mature prior
to starting development typically have better cost
and schedule outcomes.

Program Office Comments

In commenting on a draft of this assessment, the
program office noted that, while the CRH is
leveraging the UH-60M helicopter as its platform, it
is also integrating mature technologies from multiple
H-60 variants—including avionics, mission
planning, and refueling capabilities. The CRH
acquisition strategy is based on procuring
technologies that are sufficiently mature, thus the
program was approved for entry into system
development. The program office also stated that it
has implemented a risk management process
across the CRH program. Based on a joint risk
management board held in December 2014, the
government and contractor did not identify any
major risks—including risks related to technical
maturity. In addition, the program office stated that
mitigation plans have been prepared for all risks.
The program office also provided technical
comments, which were incorporated as appropriate.
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Common Name: DDG 1000

DDG 1000 Zumwalt Class Destroyer (DDG 1000)

The Navy's DDG 1000 destroyer is a multimission
surface ship designed to provide advanced
capability for littoral operations and land-attack in
support of forces ashore. The ship will feature an
electric-drive propulsion system, a total ship
computing environment, and an advanced gun
system. The lead ship was launched in October
2013, but delivery (comprised of the ship's hull,
mechanical, and electrical systems) has slipped
from October 2014 until at least August 2015.
Construction is underway on the remaining two
ships in the class.

System development | Production

A A A
Program Development Production
start start decision
(1/98) (3/04) (11/05)

Source: Bath Iron Works.

A A A A A

Lead-ship GAO Lead-ship  Operational Initial
fabrication start review delivery evaluation capability
(2/09) (1/15)  (8/15) 9/17) (9/18)

Program Essentials

Program Performance (fiscal year 2015 dollars in millions)

Prime contractor: BAE Systems, Bath As of Latest Percent
Iron Works, Huntington Ingalls 1/1998 12/2013 change
Industries, Raytheon Research and development cost $2,412.7  $10,608.0 339.7
Program office: Washington, DC Procurement cost $34,445.7  $11,888.8 -65.5
Funding needed to complete: Total program cost $36,858.3  $22,496.9 -39.0
R&D: $328.1 million Program unit cost $1,151.823 $7,498.954 551.1
Procurement: $960.4 million Total quantities 32 3 -90.6
Total funding: $1,288.6 million Acquisition cycle time (months) 128 248 93.8

Procurement quantity: 0

While the DDG 1000's design is largely mature
and the program has made progress in
developing its critical technologies and delivering
mission system equipment, the program faces
significant risks as ongoing development and
shipboard testing of technologies may result in
design changes. The delivery of the lead ship's
hull, mechanical, and electrical systems is now
expected in August 2015, causing a schedule
breach to the program's baseline. The Navy faces
significant challenges in meeting that date.
Shipboard testing of the hull, mechanical, and
electrical systems is lagging behind schedule,
which will likely affect the timing of installation and
activation of any remaining mission system
equipment, as well as verification that the
integrated combat systems, ship systems, and
support systems can meet performance
requirements.
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Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant Y
environment

e Demonstrate all critical technologies in a realistic O
environment

e Complete preliminary design review [ )

Product design is stable
e Complete three-dimensional product model .

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

. Knowledge attained
O Knowledge not attained

=su= |nformation not available
Not applicable
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Common Name: DDG 1000

DDG 1000 Program

Technology Maturity

The DDG 1000 program has made progress in
developing its critical technologies, but only 3 of 11
are fully mature and the remaining eight will not be
demonstrated in a realistic environment until
activation on the lead ship. As of September 2014,
almost all of the equipment for the mission systems
had been delivered and installed for the first and
second ships, and the shipbuilder had begun
energizing the ship's gas turbine generators—a key
element of the integrated power system. Once
energized, the program can begin to activate and
test the propulsion and electrical systems without
reliance on power from the shore. The program
reported that the multifunction radar is installed on
the lead ship, but testing of modifications to the
radar to include the volume search capability is still
ongoing. The program estimates that the shipboard
radar will not begin activation until late 2015.
According to program officials, seven software
releases for the total ship computing environment
have been completed to support lead ship activation
and delivery, comprising 98 percent of the
program's software development efforts. The
program reported that land based testing of the
advanced gun system and tactical guided flight tests
of the long range land attack projectile have been
completed.

Design and Production Maturity

The DDG 1000 design is largely mature, but
ongoing development and shipboard testing of
technologies may result in design changes. As of
September 2014, the program reported that
construction of the first two ships was 92 and 79
percent complete, respectively. However, slower
than anticipated progress with the shipboard test
program and compartment completions delayed
delivery of the lead ship's hull, mechanical, and
electrical systems beyond the program's baseline
schedule of October 2014. While the Navy has not
yet approved a revised baseline or determined the
cost and schedule impacts of the delay, delivery is
now expected in August 2015.

Other Program Issues

Shipboard testing of the hull, mechanical, and
electrical systems is lagging behind schedule and
will likely affect the timing of activation of any
remaining mission system equipment, as well as
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verification that the ship can meet performance
requirements. Consequently, there will be little time
to identify and fix any problems prior to achieving
initial operational capability. In a January 2014
assessment, DOD's Director, Operational Test and
Evaluation noted risks with the program's
development and test strategy and recommended
that the Navy develop a strategy to mitigate the risk
of not delivering substantial mission capability until
after final contract trials. According to program
officials, they are now reviewing the strategy of
delivering lead ship hull, mechanical, and electrical
systems followed by subsequent installation,
activation, and testing of the ship's mission systems
to an approach that resembles a more traditional
approach that delivers the ship with the mission
systems tested and activated to the maximum
degree possible with the projected delivery date.

Program Office Comments

In commenting on a draft of this assessment, the
Navy generally agreed with our findings and
provided additional information. The Navy stated
that the DDG 1000 program has made significant
progress in the test and activation phase to support
the earliest possible dockside and machinery trials
leading to delivery of the ship's hull, mechanical,
and electrical systems. For example, the Navy
noted that the program successfully energized the
lead ship's electrical system, brought the
Engineering Control System and Total Ship
Computing Environment online, activated three of
four generators and both propulsion motors, and
began rotating port shafting. In addition, the Navy
added that initial radar testing has been completed
and combat system integration has been initiated,
making extensive use of engineering development
models to provide early risk reduction and ensure a
successful transition to shipboard operational use.
The Navy also provided technical comments, which
were incorporated where appropriate.
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Common Name: EPS

Enhanced Polar System (EPS)

The Air Force's Enhanced Polar System (EPS) is to
provide next-generation protected extremely high
frequency (EHF) satellite communications in the
polar region. It will replace the current Interim Polar
System and serve as a polar adjunct to the
Advanced EHF (AEHF) system. EPS is to consist of
three segments: two EHF payloads hosted on
classified satellites, a gateway to connect modified
Navy Multiband Terminals to other communication
systems, and a control and planning segment
(CAPS).

System development/Production

A
Program Development Design GAO
initiation start review review
(12/07) (4/14) (7114) (1/15)

Polar Coverage
Area above 65°
Aireraft, ground, Lat north
ship, sub
terminals

Clear AS*

Payload ops
Schriever AFB

standby as it sets
and turned on as
itrises

P -

Source: LinQuest Corporation.

Payload-1 Payload-2 End Operational
on orbit on orbit operational test capability
(6/15) (9/17) (2/18) (6/18)

Program Essentials

Prime contractor: Northrop Grumman
Information Systems (CAPS)
Program office: Los Angeles AFB, CA
Funding needed to complete:

R&D: $246.1 million

Procurement: $0.0 million

Total funding: $246.1 million

Procurement quantity: 0

Total quantities

The EPS program formally entered system
development in April 2014. The three segments of
the EPS are in various stages of development.
Although the EPS program's two EHF payloads
are built, funding constraints resulted in
reductions to the requirements for the control and
planning and gateway segments, which required
design changes and a revised acquisition strategy
that delayed initial operational capability by two
years. However, the reduction of capabilities also
reduced the amount of development necessary
and, according to the program office, reduced risk
and cost. The program held its critical design
review in July 2014 but does not have full visibility
into design metrics for the EHF payloads. The
program uses software related metrics to track
progress on control and planning segment
development.
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Research and development cost
Procurement cost

Total program cost

Program unit cost

Acquisition cycle time (months)

Program Performance (fiscal year 2015 dollars in millions)

Latest Percent

As of 08/2014 change
NA $1,412.7 NA
NA $0.0 NA
NA $1,412.7 NA
NA  $706.346 NA
NA 2 NA
NA 126 NA

Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant ®
environment

e Demonstrate all critical technologies in a realistic
environment

e Complete preliminary design review [ )

Product design is stable

e Release at least 90 percent of design drawings

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

. Knowledge attained
O Knowledge not attained

=su= |nformation not available
Not applicable
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Common Name: EPS

EPS Program

Technology and Design Maturity

The EPS program formally entered system
development in April 2014. The Under Secretary of
Defense for Acquisition, Technology and Logistics
directed the program to proceed to system
development to synchronize the program's payload
development schedule with the host satellite's
production timeline. The program office for the host
satellite awarded the payload development contract
in July 2008, following an acquisition board
equivalent to a system development decision.
According to program officials, all hardware
development and critical technologies are
associated with the payloads. Because the payload
development was conducted under a classified
contract by another agency, EPS program officials
did not have visibility into metrics—such as design
drawings—used to track design maturity. Both
payloads are built, and the first payload is fully
integrated into the host satellite, which is currently
undergoing final integrated system testing. The
payloads are expected to be on orbit in fiscal years
2015 and 2017 respectively. All three segments of
the program will be completed under a development
effort. As such, there are no production related
decisions for this program. While the three
segments of the EPS program are at separate
stages of development, the program completed
extensive risk reduction activities with early system
prototypes including flight equivalent payloads, a
gateway engineering development model, and
prototype control and planning software.

The control and planning segment (CAPS) is the
critical path for the program. In contrast to payload
development, the development of CAPS and the
gateway segment were delayed as the program
office used a design-to-cost approach to reduce
CAPS and gateway development to the minimum
capability needed due to funding constraints. The
revised EPS acquisition strategy incorporating
changes to CAPS and the gateway segment was
approved in January 2012. The CAPS design
contract was awarded in December 2012, and the
program was approved to enter system
development in April 2014. In July 2014, the
program completed a successful system-level
critical design review. According to program
officials, CAPS is primarily a software development
effort and utilizes commercial off-the-shelf
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hardware. As such, the program uses software
related metrics, including software lines of code
delivered, to track development progress. CAPS
site installation is currently expected during the
second and third quarters of fiscal year 2016.
According to the program office, CAPS is not
required for payload on-orbit testing, but it is
required for inter-segment testing, which is
scheduled for the first quarter of fiscal year 2017,
and for overall functioning of the EPS system.
According to the program office, the CAPS segment
is progressing on schedule, and has adequate
schedule margin.

The reduction of requirements nearly eliminated the
development work for the gateway, which now
requires only integration of existing equipment, and
is considered low risk by the program office.
Integration includes commercial off-the-shelf
hardware such as routing and switching equipment,
and terminals developed under other programs. The
Navy's Space and Naval Warfare Systems
Command Systems Center Pacific is responsible for
integrating, testing, and installing the gateway
segment.

Other Program Issues

According to the program office, the reduction in
requirements and revised acquisition strategy
reduced program risk by reducing or eliminating the
amount of development and reducing overall
program cost by about $1 billion. For example,
under the original acquisition strategy, CAPS was
planned as a sole-source follow-on increment to the
AEHF mission control segment. The reduced
requirements allowed for a competitive award for
CAPS which, according the program office,
provided significant cost savings. However, the
changes also required altering the CAPS and
Gateway design and a revised acquisition strategy
which delayed operational capability from fiscal year
2016 to 2018.

Program Office Comments

In commenting on a draft of this assessment, EPS
Program officials further noted the EPS program is
on track to meet milestones. CAPS software
development is about 40 percent complete as of
December 2014, the gateway is on schedule for
installation in the summer of 2015, and the payload
is on track to meet on-orbit availability. The program
office also provided technical comments, which
were incorporated where deemed necessary.
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Common Name: EELV

Evolved Expendable Launch Vehicle (EELV)

The Air Force's EELV program provides critical
spacelift support for DOD, national security, and
other government missions. While the United

Launch Alliance (ULA) is currently the sole provider

of launch vehicles and support functions, the Air

Force is working to certify new providers to compete

for launch services. ULA provides launch services

for EELV using two families of launch vehicles: Atlas

V and Delta IV. We assessed the 14 different
vehicle variants among these two families.

Source: ® 2012 United Launch Alliance.

A
Program start Development/ Design Medium-lift Heavy-lift Initial Milestone GAO
(12/96) production start review first flight first flight  capability recertification review
(6/98) (10/99) (8/02) (12/04) (12/06) (2/13) (1/15)

Program Essentials

Program Performance (fiscal year 2015 dollars in millions)

Prime contractor: United Launch As of Latest Percent
Services, LLC 10/1998 12/2013 change
Program office: El Segundo, CA Research and development cost $1,885.8 $2,448.1 29.8
Funding needed to complete: Procurement cost $16,518.3  $58,916.3 256.7
R&D: $0.0 million Total program cost $18,404.1  $61,364.4 233.4
Procurement: $38,620.1 million Program unit cost $101.680 $376.469 270.2
Total funding: $38,620.1 million Total quantities 181 163 9.9
Procurement quantity: 94 Acquisition cycle time (months) NA 120 NA

We assessed EELV technology as mature with 76
successful launches as of October 2014. EELV
design and production maturity are not assessed
using our best practices but using an Aerospace
Corporation measure that was developed for the
program. Using that measure, all 14 EELV launch
vehicle variants have demonstrated technology
maturity, 10 have demonstrated a stable design,
and 3 have demonstrated production maturity.
EELV has two ongoing engine-related efforts;
development of a domestic booster and/or launch
system as a potential alternative to the Russian-
made RD-180 engine, and mitigation of an
anomaly in an upper-stage engine. EELV realized
approximately $4.4 billion in "should cost" savings
from fiscal years 2012 through 2015 President's
budgets and the program planned to award its
first competitive national security launch service
contract since 1998 in December 2014.
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Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant
environment o

e Demonstrate all critical technologies in a realistic ()
environment

e Complete preliminary design review

Product design is stable

e Release at least 90 percent of design drawings

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

‘ Knowledge attained
O Knowledge not attained

=== [nformation not available
Not applicable
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Common Name: EELV

EELV Program

Technology, Design, and Production Maturity

All 14 EELV launch vehicle variants have flown at
least once, demonstrating the viability of their
technologies. However, there is significant disparity
in design and production maturity among the
variants. According to the Aerospace Corporation's
measurement known as the "3/7 reliability rule,"
once a variant is launched successfully three times,
its design can be considered mature. Similarly, if a
variant is successfully launched seven times, both
the design and production process can be
considered mature. Based on this rule, only 3 of the
14 variants have reached maturity for both design
and production. Ten variants have achieved design
maturity and four variants have reached neither
design nor production maturity. Some variants are
used infrequently and may never reach design or
production maturity. Until a variant demonstrates
design and production maturity, problems with fleet-
wide designs or production processes may go
undiscovered, which could cause significant cost
and schedule risk.

The program has current efforts to resolve
difficulties with two separate engines. In August, the
Air Force released a request for information for the
development of a domestic booster propulsion and
launch system as a potential alternative to the
Russian-made RD-180 engine used on the Atlas V
on which EELV currently relies for medium lift
capability. The second effort is to resolve an
anomaly in a Delta IV upper stage engine, which did
not perform as expected during a launch in October
2012, but did place the satellite in its orbit. These
engines have since functioned without incident on
seven Delta IV launches. A contractor investigation
determined that the anomaly resulted from a leak in
a combustion chamber. The anomaly had no
negative impact on the launch vehicle's or the
engine's reliability, according to program officials.
According to officials, EELV is taking steps to
mitigate future risk on the upper stage engine, to
include increased engine inspections and the
installation of instruments to collect data on three
upcoming flights. The contractor and Government
concluded there is no systemic design risk in the
engine.
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Other Program Issues

In 2012, EELV reported critical Nunn-McCurdy unit
cost breaches. Since then, the program has taken a
variety of actions to reduce costs, and as a result,
EELV realized approximately $4.4 billion in "should
cost" savings from fiscal years 2012 through 2015,
primarily due to instituting Better Buying Power
initiatives such as economic order quantity
purchasing, achieving better contract pricing, and
taking into account the potential of future
competition.

In December 2014, EELV planned to award its first
competitive national security launch service contract
in over 16 years. However, new launch providers
must be certified by EELV prior to being eligible for a
contract award and, to date, no potential new
entrant has been certified. Multiple launch providers
are currently working on the new entrant
certification process, with projected certification
dates ranging from late 2014 to late 2016. Space
Exploration Technologies (SpaceX) launched its
final certification flight in January 2014, and the Air
Force is currently assessing launch data and other
requirements to make a final determination. In April
2014, SpaceX also filed a lawsuit against the Air
Force which included allegations regarding the
December 2013 lot buy contract award.

Program Office Comments

The Air Force provided technical comments, which
were incorporated as appropriate.
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Common Name: Excalibur

Excalibur Precision 155mm Projectiles (Excalibur)

The Army's Excalibur is a family of global
positioning system-based, fire-and-forget, 155mm
cannon artillery precision munitions intended to
provide improved range and accuracy. The near-
vertical angle of fall is expected to reduce collateral
damage, making it more effective in urban
environments. The Army is using an incremental
approach to deliver capabilities. Increment la-1 is
fielded, la-2 is in production, and Ib, which is
expected to increase reliability and lower unit costs,
began production in 2012. We assessed increment
Ib.

Source: U.S. Army.

A

Program/ Design Low-rate End operational Full-rate Initial GAO
development start review decision test decision capability review
(5/97) (4/11) (12/12) (3/14) (6/14)  (7/14) (1/15)

Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: Raytheon As of Latest Percent
Program office: Picatinny Arsenal, NJ 02/2003 08/2014 change
Funding needed to complete: Research and development cost $810.8 $1,143.7 411
R&D: $0.0 million Procurement cost $4,248.3 $790.4 -81.4
Procurement: $76.5 million Total program cost $5,059.1 $1,934.1 -61.8
Total funding: $76.5 million Program unit cost $.066 $.259 292.2
Procurement quantity: 856 Total quantities 76,677 7,474 -90.3
Acquisition cycle time (months) NA 206 NA

The Excalibur program entered full-rate

production with its critical technology mature and Attainment of Product Knowledge

design stable. However, the program continues to As of January 2015
make minor design changes to improve reliability
and post-storage performance' ManUfaCturing e Demonstrate all critical technologies in a relevant
processes for components unique to Ib were environment o
qualified through first article test and inSpeCtion, o Demonstrate all critical technologies in a realistic o
processes for components common to previous L emvironment ol
increments, and from existing vendors remained o Complete preliminary design review o
the same. The Ib round completed all
recommended testing for insensitive munitions « Release at least 90 percent of design drawings S
requirements and, according to program officials, = -------------------- Sy
initial results indicate that the round performs as © Testa system-level integrated prototype d
expected. Increment Ib completed initial
operational testing and was deemed operationally o Demonstrate critical processes are in control o
Zfleecatg{[epz?t?aifylIraebslteor-le;gelnp:ﬁg ;Iasn:asl :;Jenail g% %as e Demonstrate critical processes on a pilot production line [ )
budget request, allowing completion of production » Testa production-representative prototype d
without a quantity reduction. . Knowledge attained ===s |nformation not available
O Knowledge not attained Not applicable
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Common Name: Excalibur

Excalibur Program

Technology & Design Maturity

The Excalibur Increment Ib's sole critical
technology—the guidance system—was fully
mature and the system's design was stable at the
start of full rate production in June 2014. The
program, however, has made multiple incremental
design changes intended to increase reliability since
that time. For example, the base sub-assembly will
use a mechanical seal instead of the previous glued
foil seal, which, according to the program, should
mitigate the risk of moisture intrusion and degraded
performance. Additionally, the program has made
changes to the Global Positioning System (GPS)
receivers, due to a requirements change by the
GPS directorate, that are expected to increase
performance. We have previously reported on
failures of the fuze safe and arm electronics, and,
according to the program, it has implemented
measures to make the electronics assemblies more
rugged and increase margins for temperature
cycles and long-term storage. We also previously
reported that the Ib round did not meet
requirements related to insensitive munitions—
ensuring that a round will not detonate under any
condition other than its intended mission. In the past
year, however, the program completed all tests
recommended by the Army Insensitive Munitions
Board and states that preliminary results indicate
that the increment Ib round performs as expected
and to the latest testing standards. Official results
are expected in the coming months.

Production Maturity

According to program officials, the production
processes for Increment |b are currently mature, as
the majority of the manufacturing processes for the
Ib round simply transitioned with components and
vendors common to both la and Ib rounds. Unique
Ib items, such as the global positioning system
receiver, guidance electronics assembly, and
guidance navigation unit, as well as common
components from new vendors, were qualified
through first article tests and inspections.

Other Program Issues

The program completed initial operational testing
and evaluation in February 2014 and had completed
three Ib production lot acceptance tests as of
October 2014. Initial operational testing indicated
that increment Ib is operationally effective and
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reliable, demonstrating the ability to engage more
targets using fewer projectiles and at greater range
than standard high-explosive projectiles. In addition,
tests indicated that increment Ib achieved the
required accuracy, even when subjected to global
positioning jamming, and is more lethal against
personnel and light material targets than standard
high-explosive projectiles.

The program reported that current plans for fiscal
year 2016 funding will restore production to
previous levels of 3,455 Ib rounds concluding in
fiscal year 2016. The program previously had its
fiscal year 2013 procurement funding cut by $47.5
million due to a recommendation in the explanatory
statement accompanying the Consolidated and
Further Continuing Appropriations Act, 2013, as
well as sequestration.

Program Office Comments

The Army was provided a draft of this assessment
and did not offer any comments.
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Common Name: F-22 Inc 3.2B Mod

F-22 Increment 3.2B Modernization (F-22 Inc 3.2B Mod)

The Air Force's F-22 Raptor is a stealthy air-to-air
and air-to-ground fighter/attack aircraft. The Air
Force established an F-22 modernization and
improvement program in 2003 to add enhanced air-
to-ground, information warfare, reconnaissance,
and other capabilities, and to improve the reliability
and maintainability of the aircraft. Increment 3.2B,
the fourth increment of the modernization program,
was initially managed as part of the F-22 baseline
program, but is now managed as a separate major
defense acquisition program.

Source: U.S. Air Force.

A A A A A A A

Development GAO Design Low-rate Start Full-rate Initial
start review review decision operational test decision capability
(6/13) (1/15) (8/15) (9/16) 1/17) (7/18) (9/19)

Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: Lockheed Martin As of Latest Percent
Program office: Wright-Patterson AFB, 06/2013 08/2014 change
OH Research and development cost $1,238.0 $1,223.3 -1.2
Funding needed to complete: Procurement cost $349.1 $341.7 -2.1
R&D: $405.8 million Total program cost $1,587.1 $1,564.9 -1.4
Procurement: $341.7 million Program unit cost $10.442 $10.296 -1.4
Total funding: $747.4 million Total quantities 152 152 0.0
Procurement quantity: 143 Acquisition cycle time (months) 72 75 4.2

Increment 3.2B is an enhancement to the F-22,

bringing upgraded electronic protection, Attainment of Product Knowledge

geolocation, and intra-flight data link capabilities, As of January 2015

and integration of AIM-9X and AIM-120D
missiles. The Air Force received approval to begin o Demonstrate all critical technologies in a relevant

system development of Increment 3.2B as a environment ®
separate major defense acquisition program in « Demonstrate all critical technologies in a realistic 0O
June 2013. The one reported critical technology L emvirenment .
has been demonstrated in a relevant, but not a o Complete preliminary design review o
realistic environment. Full technology and design

maturity is expected by the critical design review « Release at least 90 percent of design drawings
in August 2015. The program has performed T S
iterative software development in a laboratory * ©Sta SySiem-Sve! Integrared pro o ype

environment, and has begun initial flight testing of L L A L O L
software, according to program officials. Further e Demonstrate critical processes are in control
delays in ﬂeldmg earlier F-22 modernization e Demonstrate critical processes on a pilot production line

increments could have an impact on fielding
Increment 3.2, as the increments build upon each

other. @ «nowledge attained ==== |nformation not available
O Knowledge not attained Not applicable

e Test a production-representative prototype
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Common Name: F-22 Inc 3.2B Mod

F-22 Inc 3.2B Mod Program

Technology and Design Maturity

Increment 3.2B is an enhancement to the F-22,
bringing upgraded electronic protection,
geolocation, and intra-flight data link capabilities,
and integrating AIM-9X and AIM-120D missiles. The
program's sole identified critical technology, a
geolocation algorithm, is not yet fully mature, as it
has been demonstrated in a relevant, but not a
realistic environment. The program office expects
the technology to reach full maturity by the critical
design review, expected in August 2015. The Air
Force also anticipates achieving a mature and
demonstrated design by the critical design review,
as 96 percent of system level drawings are currently
releasable, and the program intends to conduct
demonstrations with an integrated, system level
prototype beginning in July 2015. According to a
program official, initial flight testing of the software
has already begun.

An F-22 program official acknowledged there is a
test execution and data analysis risk to the program
that, if not properly mitigated, would drive an
aggressive test schedule. The program office is
working with the contractor to develop a reasonable
approach to mitigate the risk. Program officials also
stated that the program has mitigated risk related to
missile software development, and has reached an
agreement with the AIM-9X program office on
technical and schedule requirements for integrating
the missile. The program office does not anticipate
any impacts from the AIM-9X program in terms of
cost increases or delays in schedule. The F-22
program office plans to field limited AIM-9X
capabilities prior to the completion of Increment
3.2B by including them as part of an earlier software
update.

Other Program Issues

Consistent with direction from Congress and the
Office of the Secretary of Defense, the Air Force
designated F-22 Increment 3.2B as a distinct major
defense acquisition program rather than managing
it as part of the F-22 baseline program. About half of
the program's $1.2 billion estimated development
cost was spent under the F-22 baseline program.

Longer than expected time frames for completing

depot-level maintenance on F-22 aircraft extended
the near-term F-22 modification schedule and could
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affect fielding of future modernization increments
like 3.2B. Depot-level maintenance refers to major
maintenance and repairs, such as overhauling,
upgrading, or rebuilding parts, assemblies, or
subassemblies, which is usually performed at a
facility known as a depot. Fielding of modernization
increments can take place at a depot, and program
officials noted that the schedule for fielding
Increment 3.1 has been affected due to depot-level
delays. In May 2012, the Air Force expected
Increment 3.1 to complete fielding in fiscal year
2016, but now will not complete until August 2017.
Further delays may affect the time line for fielding
future modernization increments as the increments
build on each other. Increment 3.2A is a software
upgrade that requires Increment 3.1 hardware, and
delays in the Increment 3.1 schedule have caused
the expected fielding completion of Increment 3.2A
to move from fiscal year 2016 to fiscal year 2018.
Similarly, any further delays in fielding these earlier
increments could affect fielding of Increment 3.2B.

Program Office Comments

The Air Force provided technical comments, which
were incorporated as appropriate.
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Common Name: JSF

F-35 Lightning Il Program (F-35)

DOD's F-35 program is developing a family of
stealthy, strike fighter aircraft for the Navy, Air
Force, Marine Corps, and U.S. allies, with the goal
of maximizing commonality to minimize life-cycle
costs. The carrier-suitable variant will complement
the Navy F/A-18E/F. The Air Force variant is
expected to replace the air-to-ground attack

capabilities of the F-16 and A-10, and complement

the F-22A. The short take-off and vertical landing
(STOVL) variant is expected to replace the Marine
Corps F/A-18 and AV-8B aircraft.

Source: Courtesy of Lockheed Martin.

A A A A A A A A A A
Program Development Design  Production Milestone GAO USMC initial Start USAF initial USN initial

start start review decision recertification review capability —operational test capability = capability
(11/96) (10/01) (2/06 & 6/07) (6/07) (3/12) (1/15) (7/15) (12/17) (8/16) (8/18)

Program Essentials

Program Performance (fiscal year 2015 dollars in millions)

Prime contractor: Lockheed Martin, As of Latest Percent
Pratt and Whitney 10/2001 12/2013 change
Program office: Arlington, VA Research and development cost $41,283.2  $62,000.1 50.2
Funding needed to complete: Procurement cost $183,154.4 $273,070.7 49.1
R&D: $4.281.3 million Total program cost $226,354.8 $338,949.6 49.7
Procurement: $232,730.1 million Program unit cost $78.979  $137.953 74.7
Total funding: $239,558.6 million Total quantities 2,866 2,457 -14.3
Procurement quantity: 2,264 Acquisition cycle time (months) 116 237 104.3

Since starting development in 2001, the F-35
program has invested billions of dollars and
procured 179 low-rate production aircraft for the
United States. However, key gaps in product
knowledge persist. One of the critical
technologies—the aircraft prognostic and health
management system—is not mature and the
program continues to experience design
changes. Developmental testing is progressing,
but much of the testing remains, which will likely
drive more changes. While manufacturing efforts
remain steady, less than 40 percent of the
program's critical manufacturing processes are
mature—despite the 110 aircraft produced—and
problems with the aircraft's engine have delayed
aircraft deliveries and testing. Software
development and testing remains a significant
risk. Further delays in development may put
future milestones at risk.
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Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant
environment o

e Demonstrate all critical technologies in a realistic @)
environment

e Complete preliminary design review ()

Product design is stable

¢ Release at least 90 percent of design drawings [ )
« Testasystem-level integrated prototype Y
e Demonstrate critical processes are in control O
e Demonstrate critical processes on a pilot production line .
o Testa production-representative prototype Y

. Knowledge attained === [nformation not available

O Knowledge not attained Not applicable
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Common Name: JSF

F-35 Program

Technology Maturity

Eight of the program'’s nine critical technologies are
considered fully mature. The prognostics and health
management system—part of the Autonomic
Logistics Information System (ALIS) and critical to
fleet operation and sustainment—is approaching
maturity, but slower than expected software
development has delayed its completion. The
program made adjustments to the helmet mounted
display to address performance shortfalls and
determined that the current helmet's performance
was sufficient for the Marine Corps' initial
operational capability in 2015. The program is
developing a next-generation helmet that will further
enhance night vision and optical performance, and
expects this expanded capability to be available in
2016 to support Air Force and Navy initial
operational capability.

Design Maturity

Although the aircraft designs were not stable at their
critical design reviews in 2006 and 2007, all
baseline engineering drawings have since been
released. However, issues discovered in testing
continue to drive changes. For example, in 2013,
the STOVL test aircraft developed multiple bulkhead
cracks during durability testing. Program officials
have identified the likely cause of the cracks and
plan to incorporate design changes into future
production. Fielded aircraft will be retrofitted during
their normal scheduled maintenance. In addition, a
critical part of the carrier variant's arresting hook
system, the pivot pin, had to be redesigned. The
new pin was tested during sea trials in November
2014. With nearly half of developmental testing
remaining, the program faces the risk of further
design changes.

Production Maturity

DOD plans to invest about $40 billion in procuring
179 U.S. aircraft through 2014. Aircraft
manufacturing deliveries remain steady and the
contractor has delivered 110 aircraft to date. The
contractor uses statistical process controls as one
means to assess critical manufacturing processes.
Less than 40 percent of those processes are
currently matured to best practice standards. In
2014, late software deliveries and fleet-wide
groundings due to an engine fire delayed aircraft
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deliveries. In addition, part shortages further
delayed aircraft deliveries and decreased
production efficiency.

Other Program Issues

Software development and testing remains a key
risk as software is critical to providing required
capabilities. To achieve initial operating capability,
the Marine Corps and Air Force will accept aircraft
with the basic capabilities provided by software
Blocks 2B and 3l respectively, while the Navy
intends to wait for the full suite of capabilities
provided by Block 3F. According to DOD officials,
Block 2B development testing is currently about
three months behind schedule. The program has
pulled additional resources to focus on finishing 2B
development and testing and made changes to their
test plan, such as rescoping 2B operational testing.
Although the program continues to experience
delays, their fleet release dates have not been
adjusted. Any delays experienced in development
testing could put initial operational test and
evaluation and full-rate production at risk. In June
2014, an aircraft engine caught fire just before take-
off. This incident grounded the entire fleet for about
one month, and resulted in flight restrictions and
regular engine inspections. While a root cause
analysis was conducted that identified a short-term
fix to allow the resumption of testing, a final long-
term solution has not yet been identified.

Program Office Comments

In addition to providing technical comments, the
program office noted that it appreciates GAO's
review in assisting the program by identifying areas
for improvement. The program continues to make
slow but steady progress and is executing across
the entire spectrum of acquisition, including
development, production, and operations and
sustainment of fielded aircraft. The development
program continues to execute to the baseline
approved during the March 2012 Milestone B
recertification. The biggest technical concern in
development is still the timely delivery of software
capability to the warfighter. The program
implemented changes in how software is
developed, tested, measured, and controlled.
However challenges remain in speed and quality of
software development. Other technical risks the
program will continue to monitor are engine and
aircraft durability, reliability and maintainability,
reprogramming labs for the U.S. and our partners,
and logistics information system maturity.
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Common Name: FAB-T

Family of Advanced Beyond Line-of-Sight Terminals (FAB-T)

The Air Force's FAB-T program plans to provide a
family of satellite communications terminals for
airborne and ground-based users to replace many
program-unique terminals. Designed to work with
current and future communications capabilities and
technologies, FAB-T is expected to provide voice
and data over military satellite communications
networks for nuclear and conventional forces
through ground command posts and E-6 and E-4
aircraft. It was originally planned to provide force
element capabilities on B-2, B-52, and RC-135
aircraft also.

Source: U.S. Air Force.

A
Development New development Design  Development testing GAO Low-rate Full-rate Initial
start award review complete review decision decision capability
(9/02) (9/12) (6/13) (3/15) (1/15) (8/15) (12117) (12/19)

Program Essentials

Prime contractor: Raytheon

Program office: Bedford, MA

Funding needed to complete:
R&D: $58.0 million
Procurement: $2,199.4 million
Total funding: $2,257.4 million

Procurement quantity: 222 Total quantities

Acquisition cycle time (months)

Research and development cost
Procurement cost
Total program cost
Program unit cost

Program Performance (fiscal year 2015 dollars in millions)

As of Latest Percent
12/2006 07/2014 change
$1,628.1 $2,471.6 51.8
$1,749.1 $2,286.0 30.7
$3,377.2 $4,757.7 40.9
$15.635 $18.369 17.5
216 259 19.9

129 207 60.5

The latest cost and quantity data do not reflect recent program decisions. A new acquisition program
baseline has not yet been approved.

In 2012, after 10 years of continued cost and
schedule growth developing FAB-T, the Air Force
competed and awarded a contract to develop a
new design for the program and, in June 2014 as
a result of a down-select competition, the new
contractor was selected for production. The new
contractor's identified critical technologies and
design are currently immature. Testing to fully
demonstrate technologies in a realistic
environment is expected to be completed prior to
the program's planned low-rate production
decision in August 2015. The cost and schedule
baselines for FAB-T have not yet been updated to
reflect the new contractor or other changes to the
program strategy. An independent cost estimate
that incorporates these changes is expected in
July 2015.
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Attainment of Product Knowledge

environment O
e Demonstrate all critical technologies in a realistic O
environment
e Complete preliminary design review [ )

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant

Product design is stable

e Release at least 90 percent of design drawings

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

. Knowledge attained =su= |nformation not available

O Knowledge not attained Not applicable
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Common Name: FAB-T

FAB-T Program

Technology and Design Maturity

In 2012, after 10 years of continued cost and
schedule growth developing FAB-T, the Air Force
competed and awarded a contract to develop a new
design for the program and, in June 2014 as a result
of a down-select competition, the new contractor
was selected for production. In October 2014, the
program completed a technology readiness
assessment which identified five critical
technologies for the new solution. None of these
technologies were assessed as fully mature as they
had not yet been tested in a realistic environment.
Flight testing began in November 2014 and the
program office expects to fully mature all
technologies prior to the low-rate production
decision in August 2015. Program officials stated
that they expect testing to be completed by March
2015, but if tests are delayed or are unsuccessful,
they will not proceed with a production decision until
they are successful.

According to the program office, FAB-T's design for
the first lot of low-rate production units is stable, but
the program intends to use a new antenna for the
second lot, which will result in design changes.
Currently 85 percent of the engineering drawings for
this final configuration have been released.

Production Maturity

The program's low-rate production decision is
currently expected in August 2015, a delay of 11
months from our last review, most recently due to
delays in completing hardware qualification and
system level testing. As a result, the program
expects delivery of its first terminals by September
2016. Program officials stated that the schedule for
the production decision is contingent on the
satisfactory completion of testing, an assessment of
manufacturing readiness levels, an independent
cost estimate, and a revised acquisition program
baseline.

Other Program Issues

In 2012, FAB-T's acquisition strategy was changed
to offer two possible production paths: one providing
both command post and force element terminals,
and the other providing only command post
terminals. In December 2013, the Air Force decided
to acquire only the 90 command post terminals. The
132 force element terminals are not currently
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funded, but program officials explained that they will
remain part of the FAB-T program baseline until the
Air Force decides how to meet this mission need. A
new acquisition program baseline and independent
cost estimate that reflect these changes and their
projected costs will not be completed until 2015. If
not integrated with the B-2 and B-52 bomber
platforms, FAB-T may not meet its full range of
planned communications capabilities as some are
based on the interaction of bomber aircraft with
intelligence, surveillance, and reconnaissance
aircraft and command post terminals.

Program Office Comments

According to program officials, the FAB-T program
continued to execute the revised acquisition
strategy in 2014. The down-selected vendor made
significant progress in development of the
command post terminal in 2014. Software
qualification tests are 100 percent complete with all
3,963 requirements passed. TEMPEST review,
which is designed to protect information from
foreign intelligence collection, is 100 percent
complete with all 205 requirements passed.
Contractor and government flight testing are
complete. Software development and performance
to date has exceeded the government's
expectations. Formal physical and functional
qualification tests are on-going. The independent
cost estimate and the acquisition program baseline
are being drafted to support Milestone C and will
include updated costs, schedule, and quantity
distributions to support the production phase of the
program. The program also provided technical
comments, which were incorporated as appropriate.
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Common Name: CVN 78

Gerald R. Ford Class Nuclear Aircraft Carrier (CVN 78)

The Navy developed the Ford-class nuclear-
powered aircraft carrier to serve as the future
centerpiece of the carrier strike group. The lead
ship, CVN 78, is over 80 percent complete and will
introduce new propulsion, aircraft launch and
recovery, weapons handling, and survivability
capabilities to the carrier fleet. Early construction is
underway for the first follow-on ship, CVN 79 and
the Navy now expects to award the detail design
and construction contract in the first half of 2015.

Source: U.S. Navy.

A
Program  Construction Production  Detail design GAO  Second ship Lead-ship Initial  Start operational
start preparation decision and construction review contractaward delivery  capability testing
(6/00) contract award (7/07) contract award  (1/15) (5/15) (3/16) (3/17) (9/17)

(5/04) (9/08)

Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: Huntington Ingalls As of Latest Percent
Industries 04/2004 09/2014 change
Program office: Washington, DC Research and development cost $5,087.7 $4,903.1 -3.6
Funding needed to complete: Procurement cost $32,592.8  $31,314.7 -3.9
R&D: $404.5 million Total program cost $37,680.5 $36,295.9 -3.7
Procurement: $15,977.0 million Program unit cost $12,560.151 $12,098.639 -3.7
Total funding: $16,401.1 million Total quantities 3 3 0.0
Procurement quantity: 1 Acquisition cycle time (months) 137 155 13.1

The Navy awarded a construction contract for

CVN 78 in September 2008 when 5 of the ship's Attainment of Product Knowledge

13 critical technologies were mature and with only As of January 2015

65 percent of the ship's three-dimensional model
Complete' Since then, the lead ship'S procurement e Demonstrate all critical technologies in a relevant

costs have grown by almost 23 percent from environment o
$10.5 billion to $12.9 billion—the limit of the ship's o Demonstrate all critical technologies in a realistic O
current legislated cost cap—with four L emvironment il
technologies still immature. The ship's critical » Complete preliminary design review o
technologies continue to experience
developmental challenges, which poses risks to « Complete three-dimensional product model o

the ship's testing and delivery schedule. CVN 79 R R
is also subject to a cost cap of $11.5 billion and its © [esta sysiem-evel integrated profotype

program office has adopted a new two-phased
approach to construction to manage its costs. o Demonstrate critical processes are in control

While this strategy may enable the Navy to meet '« Demonstrate critical processes on a pilot production line
the cost cap, it will also transfer some ship 7o oo

” . ) e Test a production-representative prototype
construction to the phase following delivery.

Manufacturing processes are mature

. Knowledge attained =su= |nformation not available
O Knowledge not attained Not applicable
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Common Name: CVN 78

CVN 78 Program

Technology and Design Maturity

The Navy reported 9 of CVN 78's 13 critical
technologies are now fully mature, with the
electromagnetic aircraft launch system (EMALS)
fully maturing this year. Critical technologies are
installed and shipboard testing is underway; land-
based testing continues for EMALS, advanced
arresting gear (AAG), and dual band radar (DBR).
While EMALS has launched aircraft on land, it has
not yet done so in a sea-based environment in its
four-launcher configuration. Due to land-based
testing failures, the Navy modified AAG's test
strategy to ensure the ship begins flight deck
certification in 2016. However, this approach means
the system will begin arresting certain aircraft on
CVN 78 before completing land-based testing on
other aircraft types, risking discovery of new issues
after ship delivery. The Navy is also unlikely to
demonstrate full maturity of a DBR component radar
until the completion of shipboard testing, scheduled
to begin in January 2015. Further, the Navy will not
install DBR on the follow-on ship (CVN 79) as
planned, but intends to purchase an alternative
radar at a lower cost. Given the concurrency in
testing critical technologies, ship testing, and
construction, CVN 78 risks further delays. For
example, as a result of prior testing, the Navy
implemented changes to the design of several key
systems, including AAG, EMALS, and DBR. As
construction progresses, the shipbuilder is also
discovering "first-of-class" design changes, which it
is using to update the design model to inform CVN
79 construction.

Production Maturity

With CVN 78 production over 80 percent complete,
the shipbuilder appears to have resolved many of
the challenges we noted in our September 2013
report. However, the lagging effect of these issues
and a concurrent test program is creating a backlog
of activities that threaten the ship's delivery date
and could increase costs. Early construction is
underway for the first follow-on ship, CVN 79 with
about 20 percent of the ship's overall construction
effort complete.

Other Program Issues

In 2007, Congress established a procurement cost
cap of $10.5 billion for CVN 78. Since then,
legislation increased the cost cap by almost 23
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percent to $12.9 billion as the ship's procurement
costs increased. Cost and analyses offfices in the
Office of the Secretary of Defense estimated CVN
78's total cost could exceed the cost cap by $300-
$800 million. Delivering CVN 78 under its cost cap
depends on the Navy's plan to defer work and costs
to the ship's post-delivery period—a strategy that
could obscure true costs and likely result in delivery
of an incomplete ship. To meet CVN 79's cost cap of
$11.5 billion, the Navy is assuming unprecedented
efficiency gains in construction by the shipbuilder
and plans to adopt a new two-phased acquisition
approach that will shift some construction after
delivery. The Navy recently delayed the CVN 79
detail design and construction contract and
extended the ship's construction preparation
contract.

The Navy and DOD have not yet resolved whether a
full ship shock trial will be required for CVN 78.
Navy officials stated that DOD's Director,
Operational Test and Evaluation has not approved
the Navy's plan to defer this trial to CVN 79.
According to the Navy, conducting this trial on CVN
78 would result in additional post-delivery costs and
schedule delays. The Navy is awaiting a final
determination by the Undersecretary of Defense for
Acquisition, Technology and Logistics in March
2015.

Program Office Comments

In addition to providing technical comments, the
program office noted that the Navy is committed to
completing CVN 78 and CVN 79 within their
respective cost caps. The Navy and shipbuilder
continue to take aggressive steps to control CVN 78
costs and drive affordability, as evidenced by stable
cost performance over the past three years. Steps
were taken to manage the shipboard test program
to ensure cost performance remains stable. The
Navy deferred some non-critical work not required
at delivery to allow the shipbuilder to focus on
critical activities to support delivery and provide the
Navy the opportunity to complete work at a lower
cost through competition. Deferred work cost is
accounted for within the ship's end cost and thus is
accounted for within the cost cap. For CVN 79, the
Navy is executing a two-phase delivery strategy,
whereby select system installations will occur in a
Phase 2 construction period, minimizing
obsolescence risk and increasing opportunity for
competition. All costs for both phases of
construction are included within the cost cap.
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Common Name: GPS I

Global Positioning System Ill (GPS Ill)

The Air Force's Global Positioning System (GPS) llI

program plans to develop and field a new
generation of satellites to supplement and
eventually replace GPS satellites currently in use.

Other programs will develop the ground system and

user equipment. GPS Il will be developed
incrementally. We assessed the first increment,
which intends to provide capabilities for a stronger
military navigation signal to improve jamming
resistance and a new civilian signal that will be
interoperable with foreign satellite navigation
systems.

Source: U.S. Air Force.

A
Development Design Production GAO First satellite Start operational Initial
start review decision review available for launch test capability
(5/08) (8/10) (1/11) (1/15) (1/16) (TBD) (TBD)

Program Essentials

Program Performance (fiscal year 2015 dollars in millions)

Prime contractor: Lockheed Martin As of Latest Percent
Program office: El Segundo, CA 05/2008 12/2013 change
Funding needed to complete: Research and development cost $2,673.6 $2,961.6 10.8
R&D: $244.8 million Procurement cost $1,501.1 $1,683.7 12.2
Procurement: $220.4 million Total program cost $4,174.7 $4,645.3 11.3
Total funding: $465.2 million Program unit cost $521.843 $580.668 11.3
Procurement quantity: 0 Total quantities 8 8 0.0
Acquisition cycle time (months) NA NA NA

We could not calculate acquisition cycle times for the first increment of the GPS Il program because
initial operational capability will not occur until satellites from a future increment are fielded.

Program officials reported that the GPS ll|
program entered production in 2011 with all
technologies assessed as mature, a stable
design, and manufacturing processes in control.
In addition, the program developed and tested a
partial system-level prototype to reduce design
and production risk. Design and technical
problems with the mission data unit have been
the primary contributors to the 21 month delay in
the first satellite's availability for launch, now
expected in January 2016. The program is
currently rebaselining cost and schedule
estimates due to this schedule breach. The
greatest continuing risk to achieving the
capabilities envisioned for the program is delays
in GPS IlI's ground system, the first block of which
is required to operate GPS lll satellites and
integrate them into the constellation.
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Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant
environment o

e Demonstrate all critical technologies in a realistic
environment

e Complete preliminary design review [ )

Product design is stable

¢ Release at least 90 percent of design drawings [ )

e Test a system-level integrated prototype [ )

Manufacturing processes are mature

e Demonstrate critical processes are in control .
e Demonstrate critical processes on a pilot production line .
e Test a production-representative prototype @)

. Knowledge attained === [nformation not available

O Knowledge not attained Not applicable
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Common Name: GPS Il

GPS Illl Program

Technology Maturity

The program office reports that all eight of its critical
technologies are mature. However, the Air Force
reported last year that it underestimated the
technical challenge of the navigation payload, which
includes five of the program's critical technologies.
A key component of the navigation payload, the
mission data unit, is described as the brain of the
GPS Ill navigation mission. It experienced design
and manufacturing problems that delayed the
program by almost two years. The navigation
payload has now been delivered, but it will be
integrated onto the satellite bus and tested with a
surrogate mission data unit.

Design and Production Maturity

The program office reports that the GPS Il design is
stable based on the number of design drawings
released to manufacturing. Some design changes
have been required to address problems identified
in testing, such as those found on the mission data
unit. GPS Il program officials have stated that the
design of the mission data unit was new,
revolutionary, and highly complex, which
contributed to its delay. To prove out production
processes prior to integrating and testing the first
space vehicle, the program tested a system-level
integrated prototype that includes all key
subsystems and components, but with less
redundancy than the final configuration. The
program office reported that development and
testing of the prototype helped them identify
problems earlier than they would have otherwise
and to reduce the assembly time required for the
first satellite. More issues may be identified during
the remaining testing of the first satellite.

A complete GPS lll satellite was not tested prior to
the production decision nor has one been tested to
date. At the time of GPS llI's production decision in
2011, the program reported a level of manufacturing
process maturity that indicated its processes were
in control and production could begin.

Other Program Issues

The GPS Il program is currently rebaselining cost
and schedule estimates as it breached its
acquisition program baseline schedule requirement
for launch availability by nearly 2 years, primarily
due to the late delivery of the mission data unit. The
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program now anticipates that the first satellite will be
available for launch in January 2016. The new
baseline may also reflect higher overall program
costs due to GPS Il cost growth to date, which the
program office attributes to delays and increased
material costs for both the satellite bus and
navigation payload. The program office reports that
the contract costs remain within the budget and the
acquisition program baseline threshold.

At a recent review, the Under Secretary of Defense
for Acquisition, Technology, and Logistics approved
plans to place two additional space vehicles under
contract and requested additional studies of all GPS
programs, including GPS llI's ground system, Next
Generation GPS Operational Control System
(OCX), and user equipment. Due to software
development issues, GPS OCX has also incurred
significant schedule delays. GPS lll satellites
cannot be integrated into the constellation or
achieve operational availability until OCX Block 1 is
delivered, currently planned for November 2018.

Program Office Comments

The program office concurred with this assessment
and provided technical comments, which were
incorporated.
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Common Name: G/ATOR

Ground/Air Task Oriented Radar (G/ATOR)

The Marine Corps' Ground/Air Task Oriented Radar
(G/ATOR) is an active electronic scanned array,
three-dimensional, short-to-medium range, multi-
role radar designed to detect cruise missiles, air
breathing targets, rockets, mortars and artillery. It
will replace five radars. G/ATOR is being acquired in
blocks and later blocks are mostly software
upgrades. GAO assessed Block I, which has an air
defense and surveillance mission, and made
observations on Block Il, which will determine
enemy firing positions and impact areas for
incoming fire.

Source: U.S. Marine Corps.

A A A A A A A
Development Design Low-rate GAO Initial capability Initial operational Full-rate
start review decision review Block | testing decision
(8/05) (3/09) (3/14) (1/15) (TBD) (10/18) (3/19)

Program Essentials

Program Performance (fiscal year 2015 dollars in millions)

Prime contractor: Northrop Grumman As of Latest Percent
Program office: Quantico, VA 08/2005 08/2014 change
Funding needed to complete: Research and development cost $375.0 $1,033.6 175.6
R&D: $328.8 million Procurement cost $1,177.6 $1,703.0 44.6
Procurement: $1,510.9 million Total program cost $1,552.6 $2,740.3 76.5
Total funding: $1,843.4 million Program unit cost $24.259 $60.895 151.0
Procurement quantity: 41 Total quantities 64 45 -29.7
Acquisition cycle time (months) 66 TBD TBD

The cost data includes G/ATOR Blocks | and Il. The acquisition cycle time was calculated for Block 1

only.

The G/ATOR program received approval to enter
production in March 2014 with mature
technologies, a design refined for production, and
production processes that had been
demonstrated, but not in control. The program
faces two main risks. In October 2014, an expert
panel found that the G/ATOR's reliability
requirements were likely unachievable and did
not reflect operational needs. Software stability
was the major reliability driver. The Marine Corps
will revisit the reliability requirements and
continue to address software issues during
upcoming tests. The G/ATOR program will also
transition to a new semiconductor technology in
2016. According to the program officials, this new
technology is mature. Operational testing of
G/ATOR units will not occur until 2018, at which
point one-third of planned G/ATOR quantities will
be under contract.
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Attainment of Product Knowledge

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant
environment o

e Demonstrate all critical technologies in a realistic o
environment

e Complete preliminary design review [ )

Product design is stable

e Release at least 90 percent of design drawings O

e Test a system-level integrated prototype o

Manufacturing processes are mature

e Demonstrate critical processes are in control O
e Demonstrate critical processes on a pilot production line o
e Test a production-representative prototype [ )

. Knowledge attained
O Knowledge not attained

=su= |nformation not available
Not applicable
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Common Name: G/ATOR

G/ATOR Program

Technology and Design Maturity

As of August 2014, G/ATOR reported that all six of
its critical technologies were fully mature, and that
the design had been refined for production. The
program's design was stable at critical design
review in 2009, but the number of total estimated
drawings has increased as the program developed
more detailed drawings to facilitate production.
Currently, 89 percent of the refined set of drawings
have been released. The program also continues to
make software changes to address reliability issues
and plans to upgrade the radar's transmit and
receive modules in 2016. The program plans to
upgrade the semiconductor technology used in
these modules from gallium arsenide to gallium
nitride. According to program officials, the gallium
nitride technology is mature and the fit of the new
modules will be the same as the old ones, which
minimizes design changes. The gallium nitride
technology is expected to achieve better
performance at a lower cost by reducing the number
of modules required.

The reliability of G/ATOR is improving, but the
program is still addressing reliability issues. In June
2014, the Assistant Secretary of the Navy for
Research, Development, and Acquisition chartered
an expert panel to review the program'’s reliability
requirements and assess the program's ability to
achieve those requirements. The panel found that
G/ATOR cannot achieve its current reliability
requirements within the program's planned cost and
schedule, and that the requirements did not reflect
Marine Corps operational needs. The panel also
found that the hardware for Block | units has
matured and software stability was the major
reliability driver. According to program officials, the
Marine Corps will revisit G/ATOR's reliability
requirement and the program will continue to make
software improvements during upcoming tests. The
reliability panel noted that the switch to gallium
nitride should improve hardware reliability.

Production Maturity

The G/ATOR program received approval to enter
production in March 2014 with production
processes that had been demonstrated on a
production line, but were not in control. Prior to its
production decision, the program concluded that its
manufacturing readiness reached the level
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recommended by DOD guidance, but not the level
that indicated that processes were in control
according to GAQO's best practices.

Other Program Issues

The G/ATOR program has a concurrent testing and
production strategy which increases program risk.
The program plans to concurrently perform testing
on Block I, develop and test the Block Il software,
and perform low-rate initial production for Blocks |
and Il. The program plans to purchase a total of 15
low-rate initial production units, or one-third of the
total funded units, before the initial operational test
for Blocks | and II. The program originally planned to
conduct operational testing earlier with the gallium
arsenide configuration, but DOD's Director,
Operational Test and Evaluation raised concerns
about the production representativeness of this
configuration because a majority of the planned
G/ATOR procurements are with gallium nitride.
Program officials said operational testing using
gallium nitride will not occur until at least 2018
although test plans have not been finalized. The
program has been conducting developmental
testing using gallium nitride modules for two years.

Program Office Comments

In commenting on a draft of this assessment, the
program office noted that the G/ATOR program has
remained on schedule and decreased the total
estimated program cost since it was rebaselined in
2010. It reported an overall reduction of 14.7
percent in estimated cost since 2012 as a result of
implementing Better Buying Power 2.0 and
aggressively pursuing "should cost" initiatives.
According to officials, the G/ATOR program went
through extensive reviews and analyses to validate
production readiness before authorization to enter
low rate production, resulting in a contract award in
October 2014. The program office also stated that it
continues to refine the system software required in
2017, when low rate production hardware is
delivered, to improve system reliability. It also noted
that the expert panel identified above stated the
G/ATOR hardware is extremely stable and robust.
Technical comments were provided by the program
office, which were incorporated where deemed
appropriate.
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Common Name: IAMD

Integrated Air and Missile Defense (IAMD)

The Army's Integrated Air and Missile Defense
(IAMD) program is being developed to network
sensors, weapons, and a common battle command
system across an integrated fire control network to
support the engagement of air and missile threats.
The IAMD battle command system will provide a
capability to control and manage IAMD sensors and
weapons, such as the Sentinel radar and Patriot
launcher and radar, through an interface module
that supplies battle management data and enables
networked operations.

Technology Development
development start start
(2/06) (12/09)

Source: Northrop Grumman.

Production
A
Design GAO Low-rate Operational Initial  Full-rate
review review decision test complete capability decision
(5/12) (1/15)  (8/16) (4/18) (6/18)  (10/18)

Program Essentials

Prime contractor: Northrop Grumman
Space & Mission Systems Corp,
Raytheon Integrated Defense Systems
Program office: Redstone Arsenal, AL
Funding needed to complete:

R&D: $992.4 million

Procurement: $3,682.8 million

Total funding: $4,675.2 million

Procurement quantity: 427

Total quantities

IAMD technologies are approaching full maturity
and at least 90 percent of its design drawings
have been released. However, the program has
encountered software integration and
synchronization challenges. According to
program officials, a software development re-plan
approved in early 2013 established incremental
deliveries to mitigate these challenges. The
program reported a baseline schedule breach in
June 2014 due to budget reductions and the
decision to defer initial operational capability by
two years. While this delays the delivery of
capability to the warfighter, program officials
believe it reduces integration risk prior to flight
tests and aligns the program with other related air
and missile defense programs.
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Research and development cost
Procurement cost
Total program cost
Program unit cost

Acquisition cycle time (months)

Program Performance (fiscal year 2015 dollars in millions)

As of Latest Percent
12/2009 10/2014 change
$1,689.4 $2,412.0 42.8
$3,636.4 $3,481.5 -4.3
$5,325.8 $5,893.5 10.7
$17.993 $13.185 -26.7
296 447 51.0

80 102 27.5

Attainment of Product Knowledge

environment o
e Demonstrate all critical technologies in a realistic O
environment
e Complete preliminary design review .

As of January 2015

Resources and requirements match

e Demonstrate all critical technologies in a relevant

Product design is stable

e Release at least 90 percent of design drawings

e Test a system-level integrated prototype

Manufacturing processes are mature

e Demonstrate critical processes are in control

e Test a production-representative prototype

. Knowledge attained =su= |nformation not available

O Knowledge not attained Not applicable
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Common Name: IAMD

IAMD Program

Technology Maturity

IAMD's four critical technologies—integrated battle
command, integrated defense design, integrated
fire control network, and distributed track
management—are not expected to be fully mature
until the program's low rate initial production
decision in August 2016. The program entered
system development in 2009 with these
technologies assessed as approaching full maturity
based on a notional design.

Design Maturity

According to program officials, IAMD is dependent
on other acquisition programs to deliver
components and conduct testing, and, as system
integrator, the program must coordinate other
programs' priorities and changes to ensure
synchronization. Although the program reports that
92 percent of the expected design drawings have
been released, it has encountered challenges
integrating and synchronizing new software from
the contractor with the other acquisition programs
IAMD relies on for its functionality. To reduce
integration risks, the program approved a software
development re-plan in April 2013, which
established an incremental delivery schedule and
updated software size estimates. Program officials
now estimate the size of the software development
effort at 4.5 million lines of code. Approximately 3
million lines of code are auto-generated code which,
according to program officials, require less effort to
develop than newly developed or modified code. In
August 2014, the Army shipped equipment to White
Sands Missile Range to begin preparations for the
first of four development flight tests scheduled to
begin in May 2015. The Army expects to have
sufficient test equipment and personnel to support
testing before the initial production decision and is
ensuring Patriot resources are available for
developing, testing, and integrating software.

Other Program Issues

According to program officials, the software
challenges, coupled with fiscal year 2015 budget
reductions, led to a deferment of a number of key
events which triggered a schedule breach of the
acquisition program baseline. The program's
production decision and the completion of initial
operational test and evaluation slipped by over a
year and are now expected to occur in August 2016
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and April 2018, respectively. Initial operational
capability is now expected in June 2018, a slip of
nearly 2 years. According to program officials, these
delays reduce integration risk for the program and
will improve IAMD's alignment with other related air
and missile defense programs. For example,
officials currently do not foresee a risk in integrating
the Warfighter Information Network-Tactical. A new
acquisition program baseline reflecting these
changes was approved in October 2014.

Program Office Comments

The program office was provided a draft of this
assessment and did not offer any comments.
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Common Name: JASSM-ER

Joint Air-to-Surface Standoff Missile Extended Range (JASSM-ER)

The Air Force's JASSM-ER program has begun
fielding a next-generation cruise missile capable of
destroying the enemy's war-sustaining capability
from outside its air defenses. JASSM-ER is
designed to be low-observable, subsonic, and have
a range greater than 500 miles. They provide both
fighter and bomber crews the ability to strike heavily
defended targets early in a campaign. JASSM-ER is
a follow-on program to the JASSM baseline
program. The two missiles' hardware is 70 percent
common and their software is 95 percent common.

Source: U.S. Air Force.

A
Program Development Design Low-rate End operational Required assets Full-rate GAO
start start review decision test available decision review
(6/96) (6/03) (2/05) (1/11) (9/12) (3/14) (9/14) (1/15)

Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: Lockheed Martin As of Latest Percent
Program office: Eglin AFB, FL 04/2011 07/2014 change
Funding needed to complete: Research and development cost $173.1 $298.2 72.3
R&D: $65.2 million Procurement cost $2,214.9 $3,613.0 63.1
Procurement: $3,300.5 million Total program cost $2,387.9 $3,911.2 63.8
Total funding: $3,365.6 million Program unit cost $.953 $1.359 42.7
Procurement quantity: 2,686 Total quantities 2,507 2,877 14.8
Acquisition cycle time (months) NA 129 NA

The JASSM-ER was approved to enter full rate

production in September 2014 with its critical Attainment of Product Knowledge

technologies mature, a stable design, and mature As of January 2015

manufacturing processes in statistical control. Resources and requirements match

However’ the p_rogram plans to redeSIQn the_ e Demonstrate all critical technologies in a relevant

engine lubrication pump to allow for production __envionment .

efficiencies. Although the program was successful o Demonstrate all critical technologies in a realistic o

in resolving production issues with the fuel control | emvionment .

unit, it also encountered new production issues in e Complete preliminary design review

fiscal year 2014 with the engine heat shields. Product design is stable

Further,_ as t_he program enter_s full-rate e Release at least 90 percent of design drawings [ )

production, it must contend with a backlog of over ~ --------------oooo-- e

250 baseline variant missiles in need of warranty * Testa system-level integrated prototype ®

repairs while producing new extended range Manufacturing processes are mature

missiles. The program is failing to meet its « Demonstrate critical processes are in control o

materiel availability requirement for baseline e o S
.. .. . . e Demonstrate critical processes on a pilot production line .

missiles, as program officials expect it will take at T LE T R

least four years to fix all the missiles in need of » Test a production-representative prototype o

repairS. . Knowledge attained ===s [nformation not available

O Knowledge not attained Not applicable
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Common Name: JASSM-ER

JASSM-ER Program

Technology and Design Maturity

According to the program office, JASSM-ER's five
critical technologies—the engine lube system,
engine system, fuze, low observable features, and
global positioning system—are mature and have
been tested in a realistic environment using a
production-representative test missile. JASSM-ER's
design is stable and has been successfully
demonstrated in operational tests. The program has
accepted an engineering change proposal from the
engine manufacturer to redesign the extended
range variant's engine lubrication pump for
production efficiencies. The implementation of the
design change is proceeding through qualification
testing, and production will begin with the third lot of
the extended range missile's low-rate initial
production in 2015.

Production Maturity

In fiscal year 2014, the JASSM-ER program was
successful in resolving production issues with the
fuel control unit, which allowed for missile deliveries
to begin. Lockheed Martin, the program's prime
contractor, delivered the first lot of extended range
missiles—30 in total—and began production on the
second lot. Final delivery of the first lot of low-rate
initial production missiles in March 2014 allowed the
program to successfully meet its requirement for
operational deployment. In September 2014, the
program received authorization to proceed to enter
full-rate production after completion of all four low-
rate initial production lots.

Although the program reports having mature
production processes and achieved significant
progress in fiscal year 2014, it also encountered
new production issues. For example, the program
failed two extended range engine acceptance tests
during low-rate production of the second lot. The
program determined that substandard welding in
the engine's heat shield caused cracks to form
during testing, generating excessive engine
vibration. According to program officials, the first lot
of engines was not affected but several fully
assembled extended range missiles from the
second lot had to be disassembled to correct the
issue. All affected engines were reworked, re-
tested, and delivered back to Lockheed Martin for
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final assembly. According to the program office, the
engine re-work was completed in time for Lockheed
Martin to meet their contractual delivery date.

Other Program Issues

As the program enters full-rate production, it will
have to simultaneously fix baseline variant missiles
that are in need of warranty repair while producing
new extended range missiles. Although the program
is currently meeting its materiel availability
requirement for extended range missiles, it is failing
the requirement for baseline missiles, as over 250
are currently awaiting warranty repairs at Lockheed
Martin. Most of these missiles require repair due to
a faulty exterior coating that was used on the first
240 baseline missiles produced, according to
program officials. The backlog was increased in
fiscal year 2014 by an issue discovered with the
seeker lens assembly on 35 baseline missiles.
Although Lockheed Martin has begun repairs,
program officials expect it will take at least four
years to complete. The program office has notified
Lockheed Martin that it intends to withhold a portion
of all payments on Lots 10 through 12 should they
complete less than 24 repairs per quarter. An
improved coating was developed to address the
issue, which was used for extended range missile
production.

Program Office Comments

In commenting on a draft of this assessment, the Air
Force provided technical comments, which were
incorporated where deemed appropriate.
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Common Name: JLTV

Joint Light Tactical Vehicle (JLTV)

The Army and Marine Corps' JLTV is a family of
vehicles being developed to replace the High
Mobility Multipurpose Wheeled Vehicle (HMMWY)
for some missions. The JLTV is expected to provide
better protection for passengers against current and
future battlefield threats, increased payload
capacity, and improved automotive performance
over the up-armored HMMWV. It must also be
transportable by air and ship. Two- and four-seat
variants are planned with multiple mission
configurations.

Source: JPO JLTV EMD Industry Contractors (AM General, Oshkosh Corp. & Lockheed Martin).

System development Production
A A A A A A A A
Program start Development Design GAO Low-rate Begin Full-rate  Initial
(12/07) start review review decision operational test decision capability
(8/12) (1/13) (1/15) (715) (7117) (2/18) (8/18)

Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: AM General, As of Latest Percent
Lockheed Martin, Oshkosh 10/2012 12/2013 change
Program office: Harrison Township, Ml Research and development cost $1,008.3 $975.0 -3.3
Funding needed to complete: Procurement cost $22,822.7  $22,752.6 -0.3
R&D: $254.2 million Total program cost $23,868.6  $23,727.6 -0.6
Procurement: $22,752.6 million Program unit cost $.436 $.434 -0.6
Total funding: $23,006.8 million Total quantities 54,730 54,730 0.0
Procurement quantity: 54,599 Acquisition cycle time (months) 125 128 24

Both JLTV critical technologies—underbelly

protection armor and side-kit armor—are fully Attainment of Product Knowledge

mature and, according to program officials, have As of January 2015
been integrated and tested on production- Resources and requirements match
representative vghlcles. The goyernmgnt has e Demonstrate all critical technologies in a relevant o
completed a design understanding review and ~_envionment @
production readiness review with all three o Demonstrate all critical technologies in a realistic )
contractors to assess their technical baseline and | emwionment .
manufacturing readiness levels. While reliability, o Complete preliminary design review )
availability, and maintainability testing has been Product design is stable
Completed’ the program office has not received e Release at least 90 percent of design drawings wans
full test results. However, program officials state et e e . -
there are no anticipated changes to requirements * 6518 sysiem-eve Imegraied prorolype
as a result of this testing. The Army released a AETIEE L) [PIEEEats e IEle
request for proposals for low- and full-rate e Demonstrate critical processes are in control
prOdUCtlon in December 2014 and an award is e Demonstrate critical processes on a pilot production line
scheduled for July 2015. T ST
e Test a production-representative prototype
. Knowledge attained ===s |nformation not available
O Knowledge not attained Not applicable
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Common Name: JLTV

JLTV Program

Technology Maturity

According to the program office, its two critical
technologies—underbelly protection armor and
side-kit armor—are fully mature. Early technology
maturity challenges stemmed from integration of
existing materials that meet weight requirements,
and not necessarily in development of unique
materials. According to Army officials, prototype
systems with integrated armor technologies have
been tested in a realistic environment, although
results were not yet available for our review.
Consequently, the Army has declared both
technologies mature and demonstrated under
operational conditions.

Design Maturity

The program office did not hold a formal critical
design review during development and instead
conducted design understanding reviews with
contractors between December 2012 and January
2013. According to program officials, these reviews
were at a level of detail similar to a critical design
review and were held to support the requirement for
mature vehicle designs at the time of contractor
award for system development. This review verified
that all contractors had more than 90 percent of the
design files under configuration control. In May
2014, officials responsible for JLTV requirements
oversight recommended that one of the two
protection levels under consideration be eliminated
from the requirements. Previously, there were two
add-on armor configurations planned to address the
different protection levels desired by the Army and
Marine Corps. According to program officials, the
Army and Marine Corps will now both use the higher
protection level configuration, which could reduce
live-fire testing by 40 percent and save up to $20
million.

Production Maturity

According to the Army, the low number of vehicles
produced during system development would not
allow for statistically relevant measurements and
thus precludes the use of process capability index
data. Instead, the program conducted a
manufacturing readiness assessment and used
manufacturing readiness levels to assess
production readiness and manufacturing risks. In
August and September of 2014, the program held
production readiness reviews for the three
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competing contractors to examine manufacturing
process readiness, quality management systems,
and production planning. The Joint Program Office
has completed the review and released the low- and
full-rate production request for proposals in
December 2014.

Other Program Issues

In June 2014, the program completed its planned
final critical program review for the system
development phase. Although each development
contractor identified a level of performance non-
compliance, the acquisition strategy and recently-
released request for proposals allow the potential
low- and full-rate production vendors to make some
trades to maximize performance within government
cost thresholds. A proposal will not be considered
for award if the level of performance offered is
below the requirements threshold value.

Program Office Comments

In commenting on a draft of this assessment, the
program office provided technical comments, which
were incorporated where deemed appropriate.
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Common Name: JPALS Inc1A

Joint Precision Approach and Landing System Increment 1A (JPALS Inc 1A)

JPALS Increment 1A is a Navy-led program to

develop a GPS-based landing system for aircraft GPS Sataliites
carriers and amphibious assault ships to support 2 e Do -
operations with Joint Strike Fighter and Unmanned l,'g.p. N

Carrier-Launched Airborne Surveillance and Strike
System. The program intends to provide reliable
precision approach and landing capability in
adverse environmental conditions. We assessed
increment 1A, and as a result of restructuring,
previously planned additional increments are no
longer part of the program.

Source: U.S. Navy.

System development Production
A
Development GAO Restructured Restructured Restructured Initial
start review  development start design review low-rate decision capability
(7/08) (1/15) (6/16) (3/17) (3/19) (TBD)

Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: Raytheon As of Latest Percent
Program office: Lexington Park, MD 07/2008 08/2014 change
Funding needed to complete: Research and development cost $838.9 $1,563.6 86.4
R&D: $641.5 million Procurement cost $225.8 $504.2 123.2
Procurement: $525.8 million Total program cost $1,072.1 $2,075.1 93.6
Total funding: $1,167.3 million Program unit cost $28.976 $76.857 165.2
Procurement quantity: 17 Total quantities 37 27 -27.0
Acquisition cycle time (months) 75 TBD TBD

The latest cost data do not reflect the June 2014 restructuring of the program as a new acquisition
program baseline has not been approved.

JPALS Increment 1A began development in July

2008, and both of the program's currently Attainment of Product Knowledge

identified critical technologies were demonstrated As of January 2015

in a realistic environment during flight testing in
2013. Program officials reported Completing e Demonstrate all critical technologies in a relevant

baseline software development as of April 2012. environment o
The program began system-level development o Demonstrate all critical technologies in a realistic ®
testing in July 2012 and sea-based testing in L emvirenment ol
December 2012, completing 108 approaches as e Complete preliminary design review ]
of July 2013 with no major anomalies reported.
According to program officials, no critical e Release at least 90 percent of design drawings [ )
manufacturing processes have been identifiedas ~ -~------------------ P
JPALS relies primarily on off-the-shelf e Test a system-level integrated prototype o
components. In March 2014, the JPALS program
reported a critical Nunn-McCurdy unit cost breach o Demonstrate critical processes are in control

and a new cost and schedule baseline is currently '« Demonstrate critical processes on a pilot production line

being developed. T TTTTTTTTTmommmmmmmeeeeenees
e Test a production-representative prototype

. Knowledge attained =su= |nformation not available
O Knowledge not attained Not applicable
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Common Name: JPALS Inc1A

JPALS Inc1A Program

Technology, Design, and Production Maturity

In June 2014, the JPALS program was restructured
to accelerate the development of aircraft auto-land
capabilities. The program's technology and design
maturity will need to be reassessed to account for
this alteration of capabilities, and the program has
not yet determined what changes are required.

Prior to this restructuring, the program had
completed a number of activities to mature its
technology and design. JPALS Increment 1A began
development in July 2008, and, according to
program officials, the two currently identified critical
technologies were demonstrated in a realistic
environment during sea-based flight testing in 2013.
JPALS functionality is primarily software-based, and
the program's baseline software development and
integration efforts were complete as of April 2012.
JPALS Increment 1A held a critical design review in
December 2010 and released its all of its expected
design drawings at that time. The program began
testing a system-level prototype in July 2012, 19
months after its critical design review. Sea-based
testing of the system in its current configuration
began in December 2012, and program officials
reported completing 108 approaches as of July
2013, with no major anomalies identified. The
program also completed 70 ship-based auto-landing
demonstrations using legacy aircraft as of
November 2013. According to JPALS officials, the
Increment 1A program has not identified any critical
manufacturing processes, as the system's hardware
is comprised primarily of off-the-shelf components.
The program has accepted delivery of eight
engineering development models, seven of which
were considered production-representative.

Other Program Issues

In 2013, the Navy conducted a review of its
precision approach and landing capabilities to
address budget constraints and affordability
concerns. In light of these concerns, as well as
other military service and civilian plans to continue
use of current landing systems, the Navy
restructured the JPALS program. The program was
reduced from seven increments to one intended to
support the Joint Strike Fighter and Unmanned
Carrier-Launched Airborne Surveillance and Strike
System. The Navy also accelerated the integration
of auto-land capabilities originally intended for the
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future increments, and eliminated both the
integration of JPALS with other sea-based legacy
aircraft and the land-based version of the system.
These changes increased the development funding
required for auto-land capabilities and reduced
system quantities, resulting in unit cost growth and
a critical Nunn-McCurdy unit cost breach reported in
March 2014. The Under Secretary of Defense for
Acquisition, Technology, and Logistics certified the
restructured program and directed the Navy to
continue risk reduction efforts to incorporate the
auto-land capabilities and return for a new
development start decision no later than June 2016.
The Navy plans to conduct a preliminary design
review for the new system in fiscal year 2016 and a
critical design review in fiscal year 2017.

Program Office Comments

In commenting on a draft of this assessment, the
program noted that it concurred with our review. The
Nunn-McCurdy unit cost breach was a direct result
of a reduction in quantities and an acceleration of
auto-land capability into the JPALS baseline. The
quantity reduction was due to changes in the
planned transition to GPS-based landing systems.
The Navy decided to terminate both JPALS legacy
aircraft integration efforts and ground based
systems, and accelerate auto-land capabilities to
meet Joint Strike Fighter and Unmanned Carrier-
Launched Airborne Surveillance and Strike System
requirements. The Joint Strike Fighter will utilize
JPALS interim capability as part of its Block 3F
software, and the Unmanned Carrier-Launched
Airborne Surveillance and Strike System will utilize
JPALS as a baseline capability for its precision
approach landing requirement. The restructured
JPALS eliminates future incremental development.
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Common Name: JTRS HMS

Joint Tactical Radio System Handheld, Manpack, and Small Form Fit Radios (JTRS HMS)

DOD's JTRS program is developing software-
defined radios that will interoperate with existing
radios and increase communications and
networking capabilities. The JTRS HMS program is v
currently developing two radios: the Rifleman radio {‘L
and the Manpack radio. A subset of the Manpack
radios will be interoperable with the Mobile User
Objective System (MUOS), a satellite
communication system.

Source: © 2012 General Dynamics C45.
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Program Essentials Program Performance (fiscal year 2015 dollars in millions)
Prime contractor: General Dynamics C4 As of Latest Percent
Program office: Aberdeen Proving Research and development cost $576.9 $1,394.4 141.7
Ground, MD Procurement cost $10,054.6 $8,969.1 -10.8
Funding needed to complete: Total program cost $10,631.5  $10,363.5 -2.5
R&D: $161.3 million Program unit cost $.032 $.038 18.1
Procurement: $7,906.8 million Total quantities 328,674 271,202 -17.5

Total funding: $8,068.0 million Acquisition cycle time (months) 85 122 43.5
Procurement quantity: 230,347
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Common Name: JTRS HMS

JTRS HMS Program

Technology Maturity

Despite conducting operational tests over the last
three years, the program office reports it has not yet
demonstrated all the critical technologies for both
the Rifleman and Manpack radios in a realistic
environment, primarily due to failures in those tests.
Additional testing for both variants is expected in
fiscal year 2016 and fiscal year 2017, respectively.

Design and Production Maturity

According to program officials, the designs of both
variants are stable, but reliability issues for could
require future design modifications. Following
operational testing in May 2012, DOD test officials
reported that the Manpack was not operationally
effective or suitable because it failed to demonstrate
a reliability requirement. Despite efforts to address
reliability shortfalls, follow-on testing in May 2014
determined that the Manpack still did not meet its
reliability requirement. Additional testing is now
scheduled for the first quarter of fiscal year 2017.
Following a May 2013 test, soldiers concluded that
the Rifleman variant was not yet acceptable for
combat due to performance issues. For example, it
spontaneously rebooted, and took excessive time to
rejoin the network. Additional operational testing for
the Rifleman is now scheduled for the middle of
fiscal year 2016.

Other Program Issues

Both variants of JTRS HMS have experienced
additional schedule slips since last year's
assessment. The full rate production decisions for
Rifleman and Manpack have slipped by nearly two
additional years to February 2017 and July 2017,
respectively. According to program officials, this
further delay is a result of the longer than expected
period to get the program's acquisition strategy
approved after the Office of the Secretary of
Defense dire