
OFFICE' OF THE ASSISTANT TO THE SECRETARY OF DEFENSE. 
1400 DEFENSE PENTAGON 

WASHINGTON, D.C. 20301-1400 

PUBLIC AFFAIRS 

Mr. E. Mark Braden 
Baker and Hostetler, Counsellors at Law 

_Washington Square, Suite 1100 
1050 Connecticut Avenue NW 
Washington DC 20036 

Dear Mr. Braden: 

3-o·· DEC 1994 
Ref: 94-F-2538/L 

This res.ponds in part to your Freedom of Information Act 
·Request of July 19, 1993, to the Department of Defense Inspector· 

· General. ( IG) . The IG referred 2 0 documents for our review and . 
release determination on November 22, 1994. We received the IG 
referral on.November 28, 1994~ 

We have completed our review of 18 of the documents and they 
are released in their entirety. Copies of the documents are 
enclosed. 

The two remaining documents were referred to the Defense 
Logistics Agency at the below listed address for their release 
determination. 

· Defense Logi~t.ics Agency 
Adminis"trative Support Center 
Attn: DASC-RA 
Cameron Station 
Alexandria, VA 22304-6130 

Sincerely, 

l~~lla 
D~rector 

V' Freedom of Information 
and Security Review 

Enclosur.es: 
As stated 
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INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 

400 ARMY NAVY DRIVE 

ARLINGTON, VIRGINIA 22202-2884 

·November 22, 1994 

MEMORANDUM FOR DIRECTOR, FREEDOM OF INFORMATION AND 
SECURITY REVIEW 

OFFICE OF ASSISTANT SECRETARY OF DEFENSE 
(PUBLIC AFFAIRS) 

1400 DEFENSE PENTAGON, ROOM 2C757 
WASHINGTON, D.C. 20301-1400 

SUBJECT: Freedom of Information Act Request--
Mr. E. Mark Braden (Case Number 93-FOI-0205) 

This Office processed a Freedom of Information Act 
request from Mr •. Braden, for information concerning the C-17 
cargo transport airplane program. 

Upon review of the responsive documents provided by the 
Office of the Assistant Inspector General for Auditing, a 
documents under your cognizance were found in our files. 
Accordingly, Mr. Braden's request (Enclosure 1) and the 
responsive· documents. __ (Enclosure 2) are f<?rwi!~ded for yoq_~ , 
release determination and direct response to him... A copy--of
my response letter to Mr. Braden is enclosed for your 
information (Enclosure 3). 

If you have any questions concerning this matter, 
please contact Mrs. Nancy Reed at (703) 604-9775. 

& 

Enclosures 
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WRITER'S D~ DIAL NUMBER (202)861-1504 

July 19, 1993 

Chief 
Department of Defense ·IG 
Freedom of Information Act PA 
Room 429A 
400 A/N Drive 
Arlington, Virginia 22202-2884 

Re: Freedom of Information Act Request 

Dear Sir/Madame: 

-r; 
0 -· l> 

Ul 
CD· 

Pursuant to the Freedom of Information Act, 5 U.S.C. § 552, 
I request copies of documents or other records -- described more 
fully below -- in the custody or control of the U.S. Department of 
Defense and its branches pertaining to the C -17 cargo· transport· 
airplane program (hereinafter "the C-17 program"). 

As used herein, the terms "documents" and.. "records" mean and 
include all the originals and any nonidentical copies of all .. 
written, printed, pr electronically-stored matter of every k~nd and 
de.scription:- including't)ut not limited to correspondence, letters, 
memoranda, drafts, briefing charts, notes, calendars, diaries, 
reports, contracts, and minutes or other records (both formal and 
informal) of meetings, conferences, telephone conversations or 
other communications. "Documents" and "records" include 
information stored on paper or on computer, computer diskette, 
magnetic tape or any other for.m. 

The documents requested are: 

1. All documents or other records from January, 1993 th:r::ough 
July 1, 1993 referring or relating to a memorandum dated April 29, 
1993 from Secretary of Defense Les Aspin to the Acting Secretary 
of : the Air Force regarding the c~ 17 program and disciplinary 
actions taken in conjunction with the C-17 program; 

CIJMILANn Otuo 
(216) 621.0200 

Col.lJNJUi. Otno 
G(614) 2ZS.t54t 

~-

DINYBR. Col.miAuo 
(303) 861-o&OO 

HOUS'ION; TExAS 
(7131 751-1600 

1..otG BEAat. CAU1UNA 
f310) 432-2827 

Los AHcm.l!s. CAUFORMA 

(2t3J 624-2400 
0auNoo. FLOIUDo\ 
(407) 649-4000 . 
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2. All. documents or other records from January 1 1993 through 
July 1, 1993 referring or relating to a report or review preparec 
by the United States Air Force prepared on or about April 2l.l l.9.93 
and released on or about April 301 1993 regarding the C-17 program' 
and disciplinary actions taken in. conjunction with the C-17 
program; 

3. All documents or other records from January 1 l.993 through 
July 1, 1993 referring or relating to the decision and announcement 
of April 30, 1993 by Secretary of Defense Les Aspin regarding the. 
C-17 program and disciplinary actions taken in conjunction with the 
C-17 program; 

4. All documents or other records from January I 1993 through 
July 1, 1993 referring or relating to disciplinary actions taken 
in conjunction with the C-17 program, to the extent these documents 
are not contained in the response to Request No. 3; 

5 . All documents or other records from November, 1992 
through July 1 1 1993 referring or relating to meetings, 
conversations, or other communications among officials of the OSD 
and the Air Force regarding the C-17 program, including but not 
limited to communications among Secretary of Defense Les Aspin, 
Deputy S~cretary of Def.ense William J. Perry, Under Secretary of 
Defense (Acquisition) John Deutch, Rudy DeLeon, Nora Slatkin, DoD 
Inspector G~neral _nere~ Y~nder Schaaf, A-cting S~cret~ry of_ the. .Air 
Force Michael Donley I or Air Force General Counsel Myron H. 
Nordquist. · 

6. All documents or other records from January, 1993 through 
July 1, 1993 referring or relating to meetings, conversations, or 
other communications among OSD, Air Force or other DoD officials 
and Members of Congress and their staffs, including but not limited 
to U.S. Rep. John Conyers (D-Mich.) and his staff, U.S. Sen. 
Charles Grassley (R-Iowa) and his staff, and staff members of the 
House Government Operations Subcommittee on Legislation and 
National Security, regarding the C-17 program and, in particular, 
referring to the DoD IG Report of January 14, 1993 regarding the 
C-17 program, the Air Force report prepared on or about April 21, 
1993 and released on or about April 30, 1993 regarding the C-17. 
program, and the memorandum dated April 29, 1993 from Secretary of 
Defense Les Aspin to the Acting . Secretary of the Air Force 
regarding.the C-17 program. . . 

Since the C-17 prog~am has been the subje~t of significant 
public interest, I request the Department and its· branches disclose 
any .records which they ha~e discretion to release, even if there 
is no legal obligation to disclose those records. 
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I am. aware ·that fees may be charged for· the direct costs·. of··· 
search, duplication or review, . .and am prepared to pay such. fees~· 
However, I request that you notify me prior to incurring such. costs. 
if the fees will exceed $5"00. 00, and· provide .us with an estimat·e ... 
of· .such fees or to arrange for review of the documents in lieu:, of 
duplication. 

If this request is denied in whole or in part, please justify 
each and every withholding or deletion by reference to a specific 
exemption set out in the Freedom of Information Act, and state the .. 
reasons and other required information for such exemptions. If., 
in your view, any of the requested material is. exempt from 
disclosure under the Act, please release all segregable portions 
of this material, as provided in the Act. We reserve the right to 
appeal any decision to withhold or delete · any requested 
information. 

Please call if you have any questions regarding any aspect·· of 
this request. 

E. Mark Braden - .. --"'----·- ,#r ~ 
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Statement of John Deutch· 
Under Secretary of Defense for Acquisition 

" To the Senate Armed Services Committee 
Subcoinmltte• on Regional Defense and Contingency Forces· 

on Mobility Requirements and Programs 
June 22, 1993 

Mr. Chairman and members of the Subcommittee, thank you for the 
opportunity to testify today on mobility requirements and programs. I will review 
our requirements, Indicate the programs that are underway to satisfy those 
requirements, and update you on recent events on the sealift and C-17 programs~ . 
The new team at the Defense Department Is .eager· to share its views with you. 
We have r.ecently reconsidered our mobility needs in the context of the Bottorn.Up 

. Review. We h~va built on the early work of the Mobility Aequlrementa Study 
(MRS) end have fou~ Ita -conclusions to be generally valid _for our new strateGY. _ 
and the forces we expect.1o. propose. 

Require menta 

The MRS originated with the National Defense Authorization Act for 
FY 1991. Congress tasked the Department of Defense to determine future 
mobility requirements for the Armed Forces and to develop an integrated mobility 
plan. In both the detetminatton of the requirement and the formulation of the 
integrated plan, the MAS took Into account 1 number of interrelated factors, 
incfudtng potential threats, warning time, allied participation, overseas bases and 
access rights, and availability of commercial shipping. Other factor&, such ea 
preservation of US civil maritime capability, defense budget pressures, and lessons 
learned from the Peralan Gulf war, were also considered. 

The study effort began with analysis of logtsttc end warfightlng aspacta·of·.~ _. 
potential regional crises or contingencies set In 1999, In the Middle East or Persian 
Gulf, on the Korean Peninsula, In Europe, In Southeast Asia, In tha Western 
Hemisphere, and finally two c~ncurrent regional contingencies beginning 
sequentially. In addition to scenario-based analysis, the study closely examined 
the experience gained In the Operation Desert Sh1eld/Storm deployment and applied. 
It to future requlrementa. In general, the atudy concluded that the deployment had 
been a success, but that limitations In mobility forces had Imposed considerable .;_, 
risk. In the future; the United States muat be abla to deploy Its combat power · 
*tl't~ #!I:=IA!:!::~~<S met;S <9b.UJ!~Af~-Ort.1hrOlJShOUt tht force 

' I ~ '• ,. 
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The requirement for mobility forces Ia derived from the Middle East or . 
Persian Gulf scenario, 1 demanding scenario In • region where vftel US inter .. u_ ere 
clearly at staktl. The capabtntv to handle the Middle East or Persian Gulf scenario 
with moderate risk will. be adequate for eny other maJor regional contingency •. In . · 
addition, amphlbtoua lift and airlift components of these forces can handle lesser .·- · 
regional contlngencles with no more than moderate risk. 

To meet the total mobility requirement, the Department of Defense 
developed a plan, a a described In MRS Volume I published In January 1992, of 
which the maJor component• are: 

o To acquire·-- through new construction and conversion - additional sealift··· 
capacity equal to 20 targe t380,000 square feet (sqft) total capacity and 
300,000 aqft capacity for prepesltloning configuration), medium-speed 
(24·knot sustained) roll-on/roll-off shlpa (LMSRa). In addition, to lease two 
container ahlps (2,000 Twenty-Foot Equivalent Unit (TEU) container capacity 

·each) for prepoaitlonlng. • 

o To deploy an afloat p-re positioned package of approximately 2 million -sqft of 
Army combat and combat support equipment. Thfs package will b1 carried 
on nlne·LMSRs In the preposltlonlng configuration. In the near term, interim 
preposltlonlng ships will be used until converted and newly constructed 
ships are delivered. This additional force, added to the quick-reaction forces 
already In the DoD program, will provide an adequate capability to respond 
ln force within the first few weeks to eny single regional crlala that· threatena 
US interests. . 

o To add 3 million sqft of surge sealift capabilitY for the rapid deployment of. · 
heavy Army divisions and support from the United States. This capability 
will be provided by 1 1 of the LMSRa In high readlnesa. When added to the 
eight fast seanft ships currently maintained by tha Military Sealift Command,. 
this will prov1da adequate capability to deploy rapidly from the United States 
In a regionel cri&il. 

o To expand the Ready Reserve Force (RRF) from the current 98 ships to·140 · 
ships (of which 1 02 will be dry-cargo sh1pa) and to Increase the readlnaaa of 
the fleet. 

o To continue the C·1 7 program to Improve the etrllft component of atretegio 
mobility. 

o To Improve other specific components of the transportation system within 
the United States to move combat and support units from their peacetime . 

· ._ ·~ .. ~ • .-;;: -;;:4 · . l ~, =r: tr:m• e; ... 
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MRS Volume II waa delivered to the Congress on June 11, 1 893. It 
provides backup for the requirements and plan developed In Volume I and providtl. · 
eddltlonal anaf\tsls on: .the concurrent sequential scenario, Ready Reservt Force. · 
altlng and read1!'ess, an~f European enroute baaing Infrastructure. It neither rtvl•••· 
MRS Volume I acqulaltl~n recommendations nor provide lddltlonal. ones. MRS ,~ 
Volume Ill Is currently In development and will cover lntratheater lift, the nttd. for·.,· 
container and tanker ahips for sustainment requirements, Marine Corpa afloat· 
follow-on echelon requirements, end add enroute basing Infrastructure. Volume Ill 
Ia scheduled to be completed by the end of 1983. 

Questions have bean asked whether the Bo~tom-up Review, nearing 
completion, will modify the recommendations of MRS Volume I and the current 
acquisition plan. We· are continuing to look at mobility requirements In the context 
of the Bottom-Up Review. Although our examination Is not complete, present 
Indications are that no reduction In our military mobility requirements will result 
from tbe revtew. Fundamentally, thlals because the MAS requirements (to deploy 
a force to a single demanding scenario In a short period of time) art based on 

·analysis reflecting the post·Cold War era and the MRS's approach was consistent 
with the Bottom-Up Review. 

Dry Cargo 8eall_f1 
-,!>-•• ___ ,#. ~ 

At the end of fiscal year 1993, our military dry cargo sealift will include 
etght fast sealift ships, thirteen maritime prepositionlng ships (for the Marlnt 
Corps), and nine afloat preposltloning ships (for the Army, Navy, and Air Force). 
Additionally, we will have 93 dry cargo ahlps In the Ready Reserve Force. US 
Flag, effective, US controlled, and allied shipping are also available far military use. 

Seanft Acqutsrdon 

The status of the sealift acquisition plan ta aa follows: Over the past year, 
we have made significant progress toward Increasing the nation' a sealift 
capabilities through a combfnatlon of an aggressive acquisition progrem and 
1ncreased readiness levels of our sealift fleet. The execution of our sealift plan Ia 
based on tha In-depth anatyaia provided by Volume I of the MRS. The Navy pfan 
for meeting the MRS requirements fa described In the Strategic Sealift 
Implementation Plan tSSIP). which was forwarded to Congreaa by the Secretary of 
the Navy on January 13, 1993. The MAS called for deploying en afiOit 
preposltioned package of 2 million square feet of Army combat equipment and 
support, and addtng 3 million square feet of surge sealift capability to permit rapld 
deployment of Army combat equipment end support from the continental US. This 
added ~epabllity would be met by ecqulrlng approximately 20 notional large, 
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medium-speed (24 knot) roll·on/roll-off ships (LMSRa). 

In September 1 ~92, the Secretary of the Navy was designated 11 tht·;- -. 
Executive Agent for 1!1~uring that the MAS aaalift requirements are met. The Nevy 
has moved ahead.qulckly Into the LMSA engineering design phase, through tht-,-~
award of both conversion and new conatruction·engineering deaJgn contracta·on:~:· 
October 30, 1992, and November 20, · 1 992. Thla effon Ia under the management·~.· 
of the Navel Sea Syatems Command (NAVSEA) •. Ship• will bt purchased and···· 
converted or be new construction ahlpa built to commercial standards to meet-the 
need for additional sealift. The current procurement profile, based on 
Congressional limitations for a maximum of five foreign built ships. for converafon, 
is for a maximum of aeven conversion (five foreign built and two US~ built ships} . 
and approximately thirteen new construction ships. A total of eight U.S. ahlpyarda· 
are participating In the engineering design phase during· which they a~e developing 
enginHrlng deslgns for new construction and/or conversion of sealift surge end_ 
preposltlonlng ahlpl. It Ia anticipated that contracts will be awarded for converalon 
of existing ships by July 1893 and for new construction ships by September 1 893 
using the t2.& billion already appropriated by Congress. In additfon, craaa· · · 
Standard Equipment tCSE) for cargo handling equipment will bt p_rocured 
se.paratefy and provided to the shipbuilders as government furnished equipment. 
The CSE contract was awarded for the firat shipset of equipment on March 21, 
1993, to McGre;or-Navire USA INC. of New Jersey, with options for the remaining 
nineteen shfS)sats. The fir at option for an additional seven a hlp sets :~ planned to 
be exercised prior to or- concurrent with the-·award .. of the conversiort ~~ntracta•:: 
Initial conversion &hip deliveries will occur In FV 1995, and for new conitructlon 
ships in FY 1997. 

The sealift acquisition program haa bHn streamlined because of ita 
commercial, non-developmental nature. Various requirements of the DoD 
acquisition pr~cess have been waived allowing the program to proceed more 
quickly than similar milita_ry shipbuilding programa. All construction. alteration, and 
conversion work will be performed only In United States ahlpyarda to help maintain 
America's vital shipyard Industrial base 11 a national defense asset. 

fnterfm Prepositloning 

The Department will shortly eommence Implementation of the Interim ahlp 
preposJtionlng program that will aervt untlledequate sealift Ia available from· 
conversron and new construction. Thla program will provide an afloat . 
prapoaitfoned heavy Atmy force for any contingency. A iource for these ships ·Ia 
being determined. 

4-
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Ready Aeaervt Force 

Ready Reaervt Force (RRFJ expansion Ia proceeding. We have procurtd.l2·· . 
of the nominal, 18 roll.an/roll~ff ships recommended by the· Mobility Requirement• 
Study. The readin••• .of the fleet has- bttn enhanced by major upgrading of>;. -'. :::/ 
material condition of the ahlps when they were returned to the ARF from Operation ·. 
Desert Shield/Storm duty. 

CONUS Mobility lmprovtmenta 

' . ' 

CONUS mobility Improvement• 1re underway. The Army Ia In the process of 
procuring approximately 146 of the 233 heavy-lift railcars recommended by the -·· 
study. Improving our use of container• has been a continuing Depirtment priority. 

·.;". ··,. 

During exercise Team Spirit we moved an en~lre Army signal battalion using . ·.- .. - ,~ · : . 
containers. The study of a West Coast containerized ammunition facility hal been 
completed and the Implementation plan for the necessary capability II being · 
developed. 

Commercial Sealift 

The sealift program recommended In the Mobility Requirements Study (MRS) 
aid not dupJicate the Maritime Administration'• proJection of the future capability 
of the u.-s. commercial-sealift (also called the-U. s. f=Ja_g) _fleet. That proJection, 
has been called into question due to subsequent developmenti. The ·o·eparirnent 
of Transportation tDoTJ has proposed 1 new subsidy program to preclude • 
significant decrease in the fleet. Tha National Economic Council Is considering the 
DoT proposal. As part of this effort, DoD Is determining the Impact of a decline In 
the fleet on its ability to meet the sustainment requirement& of the MRS. DoD Ia 
arso reviewing the coats and risks of alternative ways of acquiring an adequate 
capability. This effort Is expected to be completed soon and will be updated, If 
necessary, to reflect the results of the Bottom-Up Review. 

Airlift 

At the end of fiscal ye.ar 1 993, our military lnttrtheeter (or strategic) airlift· 
force Is planned to Include 214 C·141, .109 C-1, 3 C·17, and 23 KC·10 primary 
authorized alrcraft tPAA). Additionally, 148 ·lona·range cargo aircraft are In the 
civil reserve air fleet (CRAF), which may be called upon In • contingency. Th• " _.,:,_··_;;-:-:-· 
combined military and clvntan fleet haa 1 capacity of & 1 mnnon ton-mile• per day . 
(MTM/D). Current pfans are to reduce the number of C·1411 •• the C·171 become 
operational. The CRAF also includes 262 long•range passenger aircraft which .. · 

& 
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provides 140 million passenger-mires per day (MPMIDJ • Our Intra theater (or ·
theater) airlift' lncludesJ402 PAA C·130s and is also planned to decraa••••--tht,.C• 
171 become operation11. 

C·17 Program 

The C-17 airplane Is Intended to provided needed military cargo airlift. for the 
next several decades, replacing the existing C·14 1 elrpfanet. It Is expected to . · 
have a capability, now provided only by C·130 aircraft, to land on eustare fields. 
Current plans call for procurement of 1 20 aircraft with a total program cost of 
approximately 40 biJJion dollara. 

The C· 1 1 program has been a troubled program 1lmoat since its Inception; It 
is substantially over Initial ~st estimates end behind schedule. The program has 
received. sharp congressional crltlcf&m and criticism from t~e Inspector General of 
the Depanment of Dafenae. ·Much of this criticism Is deserved • . . 

Secretary Asptn, Deputy Secretary Perry, and I believe that.our approach to 
the C-17 program fa especially Important because it will define for Congress, the. 
public, end the defense contracting community how we will manage thl 
department's maJor acquisition programs. Tht hallmarks of our approach are 
candor and_ accountability- candor about the status of the program and 
accountability fot. mtetlng-,cost, quality, and schedule. milestones. . -~---- .1 . . ~ 

On April 30, 1 993, I chaired a Defense Acquisition Board (DAB) review of 
the C·1 7 program. We found that the prime contractor, McDonnell Douglas 
Corporation (MDCJ, has msdt progress In engineering and manufacturing 
development (EMD) and producing early airpfanes In Lots I, II, and Ill. Seven C-17a 
have been delivered, rncluding the first operational C·17, which was delivered to 
the Air Mobility Command on June 1 0, 1 993, and began Initial squadron 
operations at Charleston Atr Force Base, South C~rolina on June 14, 1993. 

However, I cannot report thet thfs program ha1 •turned the corner• and Is in 
good health. While I believe MDC can continue to deliver C·17 airplanes, their cost 
end schedule are highly uncertain. Accordingly, we face two cholcea - both 
unattractive: canceling the C·17 or beginning a difflcult •work-out• program. 

We believe that we have a firm basta for a need for new airlift capability. . 
Indeed, the ana1ysls of regional contingencies In th• Bottom-Up Review assumes In 
avery case the aval1abirtty of flexible airlift with small austere airfield capability. 
Thut, .it Is ctear that a military requlremeJlt exists. for the airlift capability and that It 
must be met by the C-17 or some alternative. Note that, although the C·17 Is not 
specifically being reviewed In the Bottom-Up Review, ea other programs are, ll haa 

8 
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been and continues to be •ubJect to .Intensive review. 

A complete coat a.nd operational effectiveness analysla (COEA) for the C· 17 
program, In accordance. with congreaslonat requirements, will be available for. a 
previously scheduled DAIS review In August 1 993. · The COEA will explore the·'•i. · · ··.
available altarnatJvea •• reopening the .c.s lint, replacing the C-1 -'1 wings to ·/. · · · , · 
extend aircraft lift, and acQuiring commercial aircraft to meet 1 portion of the airlift · 
requirements after • core military airlift requirement Is met. The COEA wUI · 
evaluate these •lternatlvea In the moat· demanding scenarios of the Mobility 
Requirements Study and will determine the coat,· throughput, and other important· 
characteristics of the various alternatives. 

Because the airlift capability Is needed and as yet no more economical 
alternative for meeting this requirement has been Identified, I decided. after the
April DAB review, not to recommend cancellation of the C·17 program to Secreta,.Y 
Aspin end Deputy Secretary Perry. Rather, I Initiated efforts, starting in May and.· 
runnrn·g until the August DAB revtew, to better understand and to remedy some of 
the moat glaring weaknesses of the current program. The weaknesses Identified In 
the April DAB review Include, but are not limited to:. · 

o technical risk In flight test aoftwart and avionics integration 

o structural deficlencies__on wlng1, flaps, and alatl . - - - ~ ·- --~--- ,#. ~ 

o Inadequate allocation of engineering and manufacturing personnel 

o lack of deflnitized contract• 

o uncertainty of flight teat program reQuirements 

o labor bumping from the McDonnell Douglas commercial work force. 

Accordingly, I dfrected the Secretary of the Air Force to take several specific 
. actions by August 1 tn anticipation of the August DAB. These ectfons include:· 

1. Resolving maJor outstanding Issues on the current full-scale development 
contract. 

2. Deflnltiztng· the lot IV contract and Incorporating a not-to-exceed. price In 
the FY 93 Lot V 1nd FV 84 Lot VI advance procurement contracts - 111 of 
which have bean accompliahed. • 

3. Restarting the statJc wJna teat, after the Air Force assures us that the· 
teat article Ia representative of 1 production wing. 

....... ·-·~ ...... ~- . 
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I have told MDC that their performance fa not tatfafactory and tMt their 
management of the 0.17 program requires atrengthtnlng. I have met with Mr. 
John McDonneU, MDC~. CEO, to emphasize my vfewa. Because I am concerned-... 
about MDC'a atatameAtl regarding additional claims on the full·acale development · 
contract, I have requested thlt they submit, by Auguat 1, 1 893, the· total velue,.of · . · 
their planned cl1lms for events prior to that date. The ·amount of those clalma· wiU· .· 
be factored Into the COEA end the congressionally required C-1 7 effordeblllty 
assessment. 

In addition, I have formed a Defense Sclenca. Board (DSB) Teak Force, .. 
consisting of hlgh·fevel industry, Air Force, 1nd OSO experts, to review every· 
aspec1· •• including technical, production, testing, financial, and contractual-·of , 
tht C-17 program and to .report directly to me by July 15 on the status of the 
program and on additional meeaurea that should be taken by the contractor and the 
government to strengthen the program and reduce program risk If we are to .·. 
proceed with thft program. Mr. Robert Fuhrman, end LTG Jim Fain, USAF, are,. · 
co-cha1rlng this effort. The DSB task force has established seven Integrated 
product teams (IPT) In the areas of: Sy1tem Engineering end Operational 
Requirements, Ptoduction Transition end Manufacturing Processes,· Ground and ... 
Flight resting, Financla1 Management, Contracting, ProJect Management, and 
Supportability. The task force and the I PTa have been meeting since mld·May end 
I have recently been briefed on the·IPT'a initial flndJngs. 

My correspondence on the above actions are--ltiached to this atate·mlnt• ~ 

Why are we in tha position we find ourselves In on the C· 1 7· program? I 
believe there are two reasons. Firat we have tha inevitable consequence• of an 
Inappropriate fi"ed·price development contract. In 1981, MDC, a sophisticated 
aerospace contractor, signed up for 1 flxed.-prfce development contract (and Initial 
production of six airplanes In lots I and II) that hes led this company to aust1ln 
over t1.1 billion of losses. 11 Is not surprising that a company that is experlencln,g 
growing lossu on a fixed price development contract focustl on minlmlzlng future 
losses and laying the basis for contract claims rather than on building 1 quality· 
airplane. Second, I believe that the record shows that the McDonnell Douglas 
Corporation haa been exceedingly slow to devote the managerial, technical, and 
financial resources necessary to successfully develop and build this alrcr•ft~·-

Secretary Asptn, Bill Perry, and I are committed to establishing an acQuisition 
process that permits e p•rtnerahlp between government and lndusuy needed for 
s uccessfu1 completion of programs such 11 this. We are elao committed to · . 
management that v .. m not let 1 program go as far wrong •• has occurred In the 
C-17 program. We shall manage existing programs and propose reforms to the 
acquisition system that will avoid the difficulties that have been encountered In the 
past In this and other maJor acquisition programs. 

8: 
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I want to str111 that these meJor ectlons by themselves will not be sufficient 
to justify going forward with the C-1·7 program. I Intend to review tht program It 
the August DAB, taklng.lnto consideration: (1) the completion of the ectlona thet. 
era directed tQ the All Foret and MDC, (2J the findings end recommendations of 
the DSB Task ~orce, on~ (3) the result of 1 thorough COEA that examlnll 
a1ternatlve mtxea of alrc:raft fleets. At that time, I will conalder 1 full range of 
options for the future of the c~ 17 progr1m, Including termination, 1 major 
management restructuring, or continuing the work-out with the current contrlctor: 
and I will makt 1 recommendation on whether to continue the C· 1 7 program to 
Secretary As pin and Deputy Secretary Perry. 

Summary 

Thank you for thla opportunity to present the depanmtnt's viewa on 
mobility requirements and the atatua of the C·17 and other programs to the 
Committee. I believe that we must forge a partnership with thla Committee and 
the Congress to ensure that we are able to meet our mobility requirements for the 
future.· 

~---- .#'t '-

.g 
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WASHINGTON, 0C I0301•Ka00 

ll Xa7 1913-

MEHOP-ANDOM FOR CllAlJUQ.Jfr DEFENSE SCIENCI BOARD 

SUB3ECT: Te~a of Re~ereace•-Detense Science Board Task Fo~ct 
on C•17 Jteviev 

Yo1.1 are requested to orgaDi&e a D·atense Science Board (DSB) 
Tast Force to assess the c~rrecc etatua of the c-111 tbe 
eont ra ctor' a ea_pa.bili ty to aucce •s fully c:onaplet.e t~• c-11 
development a~d tranaitioD i~to productiOAI- and· identitr the 
changea that would bt neceeaarr to eDaure 1uch avec••• and reduce 
risk. The scope of tbe review vill include an asaeasment of the 
following functiona~ areaa: 

-- Sfatems engi~eerint (ba%dv•~• aad aoftware) 
- Production transitioa and Manufacturing 'roce•••• - Ground and fligh~ teatiug 

Financial mana;ameDt • ... 
... .Contra~tinf 

Project --MaDagameftt 
~--~ ,;., ·-

Topics to bt covered tbould include, b~t not be limited to,
the tollowin9: 

o t-t~a·t are tbt prioeipal areas of risk? ·aow can thia risk 
be p:cperly managedJ 

o' Wbat step• muat the contiacto~ take to asaure 
5atistactory prog~am exec~~iont · 

o ~~at etept •uat the GovtrAmaDt take to aaau~• 
aatiafactor,r p~ogras ezacutioA! 

o Are adequat• ~••ource• (e.,., manpowe~, tooli~9, 
automated miJ2age.ma~t l)'tte=a) avalla!)le ud be1Dt 
p~operly lppl!edl If Dot, what additional ~esourcea' 
ahculd ~ ·~11ed, ~d bov mueb would they coa\7 

o A%e echedv1e8 ~••11atlc7 If Dot, ~ov ehould ~ey ~ 
revisecSt 

o %•. pro;res• t~acJted b)' appropz-1ata JDetr!cat If J)ot, wbat. 
are tile appropzaiat.e metl'ic• that aboulcl be emplc~ed! 

o ~~at ia tbt •t•tua of !Dteg~ated p~oc••• aDd prod~ct 
development I 
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o Coftliderin; the present •tate of the provra., art there 
contractual c~an;es that 1bould be eade to 1i9nificantly 
~educe cost? If ao, what are these cbangea7 . . 

The •tudy vil1 be tponaored by the ODder Secreta~ of 
Detenat (Ac~i•ition). ~. ~obert A. Fuhrman and Ka~o~ General 
Jam•• A. raiD, ~~., OSAFI will ••rv• 11 Co•Chai~en of the ~aak 
Force. HZ. Ronald Mutzelbur; of tbe office of tbe Directo~, 
Strateqic 1 Space Syateaa vi11 aarYt &I Executive Sec~etarr· aDd 
Mr. John v. Zllo will serve •• tbe De!eDit Science Boa~d 
Secretariat representative. The OSD(A) vill p~ovide tundint and 
otbe% support •• may be neces•ary. The task Force abould be9ift 
tbis effort •• soo~ 11 poaaible ~d p~ovidt a final report on. or 
about July 1$, 1993. 

It £1 ~ot anticipated tbat the vo~k aasi;ned to tb1• Taak 
Force will cause any mtmbe~ ~o be placed iA the po1itioD of 
acting •• a procuraAaD~ ~ffici~~-

' 
• 

--....... -- -·- . . . . 
~- .. .._ . .;~ ' 
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. THE UNDER SECRETARY OF DEFENSE 

WASHINGTON. DC: 20301•3000 

11 Ka, 1tt3 

MEMOAANDUM FOR SECi'.ZT.UY OF 'tHE AIR FORCE 

SUBJECT1 e-11 ~e!ense. Acquisition Board Preparation 

At the recent ~etense Acquisiticn. Beard (~A!) review, the-Air 
Force state~ that there has been improv~ent on the C•17 
development pro;r~ and that ~~o~ technical and ·tchedule probl~ 
art behind us. I do not a;ree with this assessment. beca~•• we 
continue to see late deliveries and len;thening testing •~bedul••· 
I plan to cond\Jct a DAB review of the C-17 in Aug\lac. after which 
I will recc~~end whether or not the.pro;:am should concinue. 

By ~~~~·~ :, : ~••d the Ai~ Force :oa 
• . . 

• -P.ec:e::-.::'le~c! a resolYti.Qn of ma~·or oY~It&~din; !11ues en 
eon:~a~: _r33c!~·S!·C·2,l08, i~eludir.ga • 

• • =-•vised :!'an;e/payload spec:itieat!~n valuea t·ha-"-t·""lrfeet 
cu=rer.t o~•!a~!c~al requirement•, 

· • • ~•!•:!.::: c! any speei!!eati:)n re~ire:ne:\ta :~ou c~:-:sidt:' 
u.~~~e~ss&:-l, 

•• !~c!~si~~ !~the c~ntr•=~ of all e~r:ent testin; 
:rec;-J i ~ erne:::•, 

•• consideration for late delive~ of C-17 aircraft P~4. 
P-S, and P-1, . 

•• resolution of the IYstainiu; eDg!neerin; eotc 
classification issue. 

• Oefinitize Lot IV and !ncoz-porate not-to-exceed prices in 
t.he adva.nce procurement contracts fo~ J.,ots V a.ncl VI. . . 

• Identify a source to fund Lot II% to ceilint. 

Finally, you N'f restart the atatic wing test, aftez- ~ou 
provide me assurance that lt i• ~•presentative of the pl'oductioB 
wing with penM.nent co:rrectionl. % would like the eame assurance 
on the durability teat wing. 

;;_ 
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' t •\ ' • • Attached il & copy of the lettez- % have sent to MCDoMe11 .. 
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.. 

Douglas. I would like you to advise ~• on the· atepl that 
McDonnell Douglas !1 taking in retponae to ~- letter. 

. . 
% insi•~ that.the highest level Air For~• attention he 

focused on improv!"t the JnAnage!l'ent of the C•17 program. which can 
onl)' be demonstra,ecl by· the fulfillment of contractual 
c:oJNnitmentJ. 

Deutcb· 

Attachment 

• 
. .-?.'--. __ ,.#. '-

• 

• 

--------- ·-· • ." I 
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THE UNDER SECRETARY OF DEFENSI 
WAININGTON, CC IOSOI 

M!.MOP»mUH FOR COl-M\NDER, DEFENSE CONTPACT MAJO.GEMEN1' COMMAND,· PIA 

-
SUBJEct: C-11 Del!vary Schedule Assessment 

t·plan to conduct a Defense ~~isition Soard (DABJ review of 
the c~11 in Aug\2st. In support of that DAB, I will need by August 1 
your assessment of when c-11 aircraft·P-' through P-~· will~ 
delivered. This should include an advisory on th• statYs of any 
deft~ieneies on those·aircraf~. Please also provide me info~tion 
on whether McDonnell Dou;las.Cor,poration 11 providin; adequate 
staffing and production equipment to the c-11 program. 

At-tae.heci is· a-copy of a letter % have -s~t to McDonn-ert- ·couglaa. 
· I would like you to advise me on t.he stepa HcDcMell DouCJ1&1- il 

taking in- response to my lette,.. ·- · • ·. -··- ..•..• 

\ 

• 

Attachment . 
As atated 

·-~ 
I• . 
' ; u J~ M. Deutch 

. . 



.. - ... . -., ..... - . '- . -

.., --:·----- .·. . .... . ..... . . . ..._. ·-

• 

THE UNDER SECRETARY OF DEF£NSI 

WASHINGTON. DC 20301•3000 

Mr. John F. McDoMell 
Chairman and Chief Executive Office~ 
McDonnell Douglas Cor.poration 
P.O. Box 511 
St. Louis, HO 63166•0511 

Dear Mr. MeDonnellz 

11 x., lttl 

The Oepartment of De£ense baa ju•t completed ~ initial 
review of th• C-17 program. Based Oft thia ~•view, we are 
convinced that Hc~onnell Douglas must take immediate eo;resalve 
actioR to ensure thee the company will meet contractual 
requirement•. Unl••• there i• a 1tron~ re•olve on the part of 
MC'Donnel1 Douglas corporate man~;ement t~ rneet contract 
require~ent•, part!eularlr •~hedule, specifications, and t••tin; 
re~Jire~enta, the C•l7 pro;ram cannot be cont!nu~. 

• We shall ccnd~=~ • ~fens• AcQUi•ition Board. CDAI) review o! 
the C•17 in August-·to·-dete%11\int progresa made by the pro;ram and 
on the speeific ac:ions listed below. Ccmptetin;· these--aett-on8 .. 
will be a major part of ~ deciaion- on whether to recommend 
contir.uation of th• C·l7_progr~. Your cooperation ia an inte;ral 
element of all these act1ons • 

c 1) I AZft di:ec::ing the Secretary of the Air Force to take _ 
speci!ic actions by August 1. Encloaed il a cop,y of the 
di:ec:tions. 

(2) I have establishe4 an independent review team to carr,r 
out by Jul~ 15 an asaesament of McDoMe11 J:)ou;las production, . 
technical, testing, financial, and contracting issues and to ~k• 
~eeommendation1 on any additional =•asurea that should be taken ~ 
the contractOZ' and the governme.nt. 

• 
(·3 J We m~st have youz- pla.n · toZ' atrengthe.ne4 Jt.anagement of the 

c:-11 pro;ra.m. ineluding apeciflc: IJ\allufacturing and en;ineeriDg. 
iJnprove..,-ae.nt.s to ensure that contract requirement• ·~• aet. z~:: 
would like your management plan ~ June 15 to provicle to the 
review team. 

(4) % am con~ernec! · ~ut the claiN on· the C·17 pro;raa. -. 
Me~nne11 »ou;las has fi4~4 approxtmate1~ $425 udlllon of elatm. 
a.nd you%' cgrporate officer• have said )'OU wi11 file aubatantia1 
additional cla!Jna. The Cepartment baa undentay a Cost ancl· 
Operational Effectiveness Ana1yai• on tbe·C-17 and othe~ airlift 
alternative•. We intend to include tbe cost of elalm. in.tht C•17 

- I~ 
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pr'ice fozo thi• purpose. 'therefore, I zo•czu••t • stattlfftent of ·che . 
total dollar value of ela~ Me~nnell Dougla1 plans to ·~~t~ 
a;ainae contract Fl3657·81-C-2108 and your agreement that there~ 
will be no additional claims against that contract for event•:, 
occurring· on or before .August 1, lJtl, which. ia · the· date that.· we 
reque•t you submit ~h• claims lJJtdt statement • 

.. ~ 

We have a str~ng operational requirement for increa1ed 
airlift •. Without-the full commit~ent of McDonnell Douglas to build 
the C-1'7 efficiently, on time, ancl to th• highest .quality 
atandards, we will hav• to meet the requir&ment with &ft 
alternative to the C-17. 

Enclosure 

• 
~---.~< c 

• 

. . 
• 



ACQUISITION 
CNt/AIMt 

OFF'ICEOF THE UNDER SECRETARY OF DEFENSE. 
WASHINGTON, oc· 20301 

June 8, 1993 

MEMORANDUM FOR INSPECTOR GENERAL, DEPARTMENT OF DEFENSE 
ATTN: DIRECTOR, ACQUISITION MANAGEMENT 

DIRECTORATE, OFFICE OF AUDITING 

SUBJECT:. C-17 Program Acquisition Decision Memorandum_ (ADM) 

Per my memorandum of May 18, 1993, please find attached the 

C-17 program ADM dated May 21, 1993, with its attachments. 

Attachment 

Gene H. Porter 
Director, Acquisition 

Program· Integration 



THE UNDER SECRETARY OF DEFENSE 

WASHINGTON, DC. 20301·3000 

ACQUISITION MAY 2 1 1993 

MEMORANDUM FOR SECRETARY OF THE AIR FORCE 
ATTN: SERVICE ACQUISITION EXECUTIVE 

SUBJECT: C-17 Acquisition Decision Memorandum 

on April 30, 1993, the Defense Acquisition Board (DAB) met ·· 
to. review the. C-17 program in accordance with the memorandum at.·. 
Tab A. Presentations on the. following subjects were made:• 

-- Alternatives, requirements, and cost effectiveness (J-8 of · 
the Joint Staff} 

·-Program review (Program Manager) 

- Contract alternatives (Program Executive Officer) 

The strategic systems Committee had previously recommended that 
the current program continue to be supported, pending a DAB 
review in August 1993. 

Because I will- not- have a C-17 COEA until Auqust 1993., __ t'. ~ 
plan to conduct another DAB review of the C-17 in August, after 
which I will recommend whether or not the program should 
continue. 

In order to support the August DAB: 

- The Secretary of the Air Force is to take the actions 
specified in the letter at Tab B. 

- The Commander, Defense Contract Management Command, DLA, 
is to assess the aircraft delivery schedule and provide 
additional advice in accordance with the letter at Tab c. 

- The Chairman and Chief Executive Officer of McDonnell 
Douglas Corporation has been asked to submit his plan for 
strengthening management of the program and a ceiling on claims 
against· the development/LotI/Lot II contract (Tab D). 

-A high-level, independent, government-industry c-11·review
team has been established to report to me prior to the August 
DAB. The terms of reference for this review are at Tab E. 



The August DAB will also address the following Congressio
nally mandated matters: 

2 

- Aft. assessment by the Joint Requirements oversight Council 
(JROC) of the adequacy of the requirements for the C-17 aircraft.: 

- Analysis by the Institute for Defense Analyses of the cost 
and operational effectiveness of the C-17 program taking into 
consideration complementary mixes of other aircraft. 

- An affordability assessment of the program supported by 
the Cost Analysis Improvement Group. 

Termination liability funding may be provided as follows: 

- Lot IV: No additional termination liability funding may 
be provided until the priced contract for Lot IV is executed. 

- Lot V: No additional termination liability funding may be 
provided until: · 

-- The Air Force executes a contract modification 
providing for a not-to-exceed (NTE) price for Lot V. 

-- The Air Force presents for my approval, direction to 
Air Force contracting personnel stating that advance 
procurement.funding for each annual buy shall_be provid~ on 
a separate new contract rather than on a long lead time 
amendment to an existing contract. 

After my approval, Lot V termination liability funding may 
be provided through August 1993. 

- Lot VI Advance Procurement: Termination liability funding 
may be provided for Lot VI through August 1993, consistent with 
congressional authorization and appropriation for Lot VI advance 
procurement. 

Deutch 

', 
Attachments 

cc: 
DAB Members 
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THE UNOER SECHt:.!At<Y 01- ut:.ra:::..~, __ _ 

WASHINGTON. oc··· 20301·3000 

/G 
nnn- 1 ·,-·· ttv:~ K"R ., ..... 

MEMORANDUM FOR MEMBERS OF-THE DEFENSE ACQUISITION BOARD 

SUBJECT: c-17· Defense Aoquisiti~n Board (DAB) Program Review 

On April JO, I would like to conduct a thorough review -of.:·. 
the program includinq a relook at. our- military airlift needs, an-~. 
examination of.· whether the C-17 · best meets . those needs; a · · 
delineation of·C-17 requirements that drive cost and that could 
be reduced or.eliminated, and a presentation of.alternative 
contract approaches. I.-would like the followinq organizations to·:~-- . 
address these. siqnificant matters: 

--Joint- staff: Is the requirement for airlift, as states· in-~~~ 
the Mobility Requirements Study, sti11 valid?· What· other· 
concepts of deployment.could be employed that would make 
other airlift alternatives viable? As .. compared to other 
alternatives, does the C-17 remain the most cost-effective-· 
means to satisfy airlift requirements (to be addressed in 
conjunction with Program Analysis &. Eva1uation)? 

-·Air Force: What are the current estimates of performance, 
technical and production risk, cost, and schedule for this 
program? Have .solutions for known technical problems been· 
developed? Are there any C-17 specification requirements 

- tha·t could- be. .. el-imin~!:~~ or reduced (-to be addressed in 
conjunction. with. i::be Joint. sta-ff)? What measures- shou·lcr----b.i:-~ 
taken to strengthen program management, both by the 
government and contractor? Identify alternative contract 
approaches (to be addressed in conjunction with Defense 
Procure1:11ent). 

- Defense Procurement: Can the contractor continue to 
perform in light of its financial situation? 

The Director, Strateqic and Space Systems, will coordinate· 
preparations for this review. 

. Deutch· 

--- --~------~~---J.....--2~~-----. -· _ _:~~--.. ~~~~~.----..:,.~------
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•• THE UNDER SECRETARY OF DEFENSE 

WASHINGTON. DC 20301·3000 

11 May 1993 

ACQUISmOH 

MEMORANDUM FOR SEC2ETAAY OF .THE AIR FORCE 

SUBJECT: C-17 Defense Acquisition Board Preparation 

At the recent Defense Acquisition Board (DAB) review, the Air 
Force stated that there has been improvement on the C-17 
development program and that major technical and schedule problems 
are behind us. I do not agree with this assessment. because we 
continue to see late deliveries and lengthening testing schedules. 
I plan to conduct a DAB review of the C-17 in August, after which 
I will recommend whether or not the program should concinue • 

• 
By _:;cgc.sc· :. : ~eed the Air Force =o: 

?.~ccrrune::c ~ ::esoluci.on of major Oli.~s~a:lding issues on 
con~~acc =33cS7-S~-C-2l08, including: 

•• revis:c =ange/payload specificati~n values thac meet 
current ope~a~ional ~equirements, 

. -.. . any spec~::ca~~on 

•• inclusio~ i:1 
requiremer.:s, 

t:=scing 
. .!>...>-- ,.;. ' 

•• consideration for late delivery of C-17 aircraft P-4. 
P-5, and P-6·, 

•• resolution of the sustaining engineering cost 
classification issue. 

Definitize Lot IV and incorporate not-to-exceed prices in 
the advance procurement contracts for Lots V and VI. 

• Identify a source to fund Lot III to ceiling. 

Finally, you may restart the static wing test, after you 
provide me assurance that it is representative of the production 
wing with permanent corrections. I would like the same assurance 
on the durability test wing. 



Attached is a copy of the letter I have sent to· McDonnell 
Douglas. I would like· you to advise me on che steps that. 
McDonnell Douglas is taking in response to my leccer. 

I insist that the highest level Air Force attention be 
focused on· improving the manage!nent of the C-17 program. which can 
only be demonstrated by the fulfillment of contractual 
commitments. 

Attacrunent 

• 

.!3...--.~- .i .. ~ 



.!>.-. __ .#- ~ 
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THE UNDER SECRETARY OF DEFENSE 

WASHINGTON, DC ZOlOI 

11 Hay 1993 

ACQUISITION 

MEMORANDUM FOR COMMANDER, DEFENSE CONTRACT MANAGEMENT COMMAND, DIA 

SUBJECT: C-17 Delivery Schedule Assessment 

I plan to conduct a Defense Acquisition Board (DAB) review of 
the C-17 in August. In support of that DAB, I will need by August 1 
your assessment of when C-17 aircraft P~7 through P-16 will be 
delivered. This should include an advisory on the status of any 
deficiencies on those aircraft. Please also provide me info~tion 
on whether McDonnell Douglas Corporation is providing adequate 
staffing and production equipment to the C-17 program. 

Attached is a copy of a letter I have sent to McDonnell Douglas. 
I would like you to advise me on the steps McDonnell Douglas,is 
taking in response to my letter. 

Attachment 
As stated 

\ l -----:- 11 I ..c:r---:-r 
;( h) VjJVtl-\ 

1 ·John M. Deutch 
I ; 
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THE UNDER SECRETARY OF DEFENSE 

WASHINGTON. DC 20301·3000 

ACQUIStTIOH 

Mr-. John F. McDonnell . 
Chairman and Chief Executive Officer 
McDonnell Douglas Corporation 
P.O. Box 516 
St. Louis, MO 63166-0516 

Dear Mr. McDonnell: 

ll Hay 1993 

The Department of Defense has just completed an initial 
review of the C-17 program. Based on this review, we are 
convinced that McDonnell Douglas must take inunediate aggressive 
action to ensure that the company will meet contractual 
requirements. Unless there is a strong resolve on the part of 
McDonnell Douglas corporate management to meet contract 
requirement:s, part.~::ularly schedule, specifications. and testing 
requirements, t:he :-17 program cannot be continued .. 

We shall conc~ct a Defense Acquisition Board (DAB) rev1ew of 
the C-17 in August to determine progress made by the program and 
on the specific ac~ions listed below. Completing these actions 
•Nill be a major pa::-t. of my decision on whether to recommend 
continuation of the C-17 program. Your cooperation is an integral 
element of all t.nese actions. 

( 1) I am ··direccing __ t_he Secret.ai-.t of·-t:he ·Air Force c.o take , 
specific actions b~· .~ugust 1. Enclosed is a copy. of the ~-. ___ ,,·~ 
directions. 

(2) I have established an independent review team to carry 
out by July 15 an assessment of McDonnell Douglas production, 
technical, testing, financial, and contracting issues and to make 
recommendations on any additional measures that should be taken by 
the contractor and the government. 

(3) We must have your plan for strengthened management of the 
C-17 program, including specific manufacturing and engineering 
improvements to ensure ... that contract requirements are met. I 
would like your management plan by ~une 15 to provide to the 
review team. 

( 4) I am concerned about the c laim.s on the C -17 program. 
McDonnell· Douglas has filed approximately 5425 million of claims 
and your corporate officers have said you will file substantial 
additional claims. The Department has underway a Cost and 
Operational Effectiveness Analysis on the C-17 and other airlift 
alternatives. We intend to include the cost of claims in the C-17 



·price for this purpose. Therefore. I request a statement. of the. 
·total dollar value of claims McDonnell Douglas plans to submit 
against.contract F33657-81-C-2i08 andyour. agreement that there 
will be no additional claims against that contract· for events 
occurring on or before August 1. 1993. which is the date that we,· 
request you submit the claims limit statement. 

We have a strong operational requirement for increased 
airlift. Without the· full commitment of McDonnell Douglas to 
the C-17' efficiently. on time. and. to the highest quality 
standards. we will have to. aie.et the requirement with an 
alternative. to the C-17. · 

Sincerely, 

Enclosure 

build. 
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THE UNDER SECRETARY OF DEFENSE 

WASHINGTON. DC 2030\·3000 

11 May 1993 

ACQUtSCnOH 

MEMORANDUM FOR CHAIRMAN, DEF~~SE SCIENCE BOARD 

SUBJECT: Terms of Reference--Defense Science Board Task Force 
on C-17 Review 

You are requested to organize a Defense Science Board (DSB) 
Task Force to assess the current status of the C-17; the 
contractor's capability to successfully·complete the C-17 
development and transition into production; and identify the 
changes that would be necessary to ensure such success and reduce 
risk. The scope of the review will include an assessment of the 
following functional areas: • 

Systems engineering (hardware and software) 
Production transition and Manufacturing Processes 
Ground and flight testing 
Financial management 
Contracting 
Project Management 

Topics to be· covered should include, but not be limited to, 
the followit:lg: 

o What are the principal areas of ~~sk? How can this risk 
be properly ·manageo? .:---.- .i, ._ 

o What steps must the contractor take to assure 
satisfactory program execution? 

o What steps must the Government take to assure 
satisfactory program execution? 

o Are adequate resources (e.g., manpower, tooling, 
automated management systems) available and being 
properly applied? If not, what additional resources 
should be applied, and how much would they cost? 

o Are schedules realistic? If not, how should they be 
revised? 

o Is .progress tracked by appropriate metrics? If not, what 
are the appropriate metrics that should be employed? 

o What is the status of integrated process and product 
development? 



o Considering the present state of the program,. are there 
contractual changes that should be made to significantly 
reduce cost? If so, what are these changes? 

The study will be sponsored by the Under Secr.etary · of 
Defense (Acquisi.tion). Mr. Robert A. Fuhrman and Major General 
James A. Fain, Jr., USAF, will serve as Co-Chairmen of the Task 
Force. Mr. Ronald Mutzelburg·of the office of the Director, 
Strategic & Space Systems will serve as Executive Secretary and · 
Mr. John V. Ello will serve as the Defense Science Board 
Secretariat representative. The USD(A) will provide funding and 
other support as may be necessary. The Task Force should begin 
this effort as soon as possible and provide a final report on- or··· 
about July 15, 1993. · 

It is not anticipated that the work assigned to this Task 
Force will cause any member to be placed in the position of 
acting as a procurement officia\ 

,!, ____ .# .. -. 
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OFFICE OF THE UNDER SECRETARY OF DEFENSE. . ~ 

WASHINGTON, DC 2.0301·3000 ~ 

April 20. l-993 

~ 

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS 
A'rl'ENTIOH: SERVICE ACQOZSITIOH EXECDTIVES 

VICE CHAIRMAH, JODI'!'. CHZEFS OF STAFF 
ASSISTANT· SECRETARY OF DEFENSE (COMMAND, CONTROL, 

COMMtJHXCATIONS. AHD IHTELLZGEHCE) 
ASSISTANT SECRETARY OF DEFENSE (FORCE MANAGEMEH'l'" 

AHD PERSONNEL) 
ASSISTANT SECRETARY OF DEFENSE (INTERNATIONAL 

SEctJIUTY POLICY) 
ASSISTAH'l' SECRETARY OF DEFENSE (PR~DUCTION AND 

LOGISTICS) ... 
ASSISTANT SECRETARY OF DEFENSE (PROGRAM ANALYSIS 

AND EVALUATION) 
COMPTROLLER 
DIRECTOR, OPERATIONAL TEST AND EVALUATION 
ASSISTANT TO THE SECRETARY OF DEFENSE (ATOMIC 

ENERGY) 
DIRECTOR, DEFENSE INTELLJ:GEHCE AGENCY. 
DIRECTOR, ACQUISITION POLICY AND PROGRAM 

INTEGRATION 
DIRECTOR OF DEFENSE PROCUREMENT 
DIRECTOR, TEST AND EVALUATION 
DEPUTY DIRECTOR, DEFENSE RESEARCH AND ENGINEERING 
CHAIRMAN, COST ANALYSIS IMPROVEMENT GROUP 
_DIRE~_R, __ DEFENSE ·sECOlU.TY PROGRAMS (C3.I)· 

·- ·- ·-. -·· . . ~- .. - .# .. 

SUBJECT: Defense Acquisition Board C-17 Proqram Review 

As indicated in the attached memorandum, the Under Secretary 
of Defense (Acquisition) has requested that a C-17 Defense 
Acquisition Board (DAB) program review be held on April 30, 1993. 

. A Strategic systems Committee (SSC) meetinq will be held 
from 1300-1600, Monday, April 26, 1993, in room 301019. 
Attendance is limited to one principal and one staff 
representative of each sse member and additionally, the necessary 
briefers from the Joint Staff, .. Proqram Analysis and Evaluation, 
the Air Force, and Defense Procurement. Please provide the names 
of your attendees to Milton J. Minneman, USD(A)/S,SS(AS), x56188, 
FAX x37039, 3E139, by 1300, Friday, April 23. 

Attachment 

cc: J-8/SPED 
PA&E/PF 
SAF/AQQ 
PEO(T/A) 

<Bi'..J·SJ'l:F4 · 
DP/DSPS 

~~ 
George R. Schneiter 
Director 
Strategic and Space Systems 



THE UNDER SECRETARY OF DEFENSE. 

WASHINGTON. DC- 20301·3000 

flftft:. 1 ..... 10':':. wn ~ ..... ~.. 
ACQUISITION 

MEMORANDUM FOR MEMBERS OF THE DEFENSE ACQUISITION BOARD 

SUBJECT: c-17 Defense Acquisition Board (DAB) Program Review 

on April 30, I would like to conduct a thorough review of 
the program including a relook at our military airlift n.eeds, an 
examination of whether the C-17 best meets those needs, a 
delineation of c•17 requirements that drive cost and that could 
be reduced or eliminated, and a presentation of alternative 
contract approaches. I ·would like the following orqanizations to 
address these significant matters: 

- Joint staff: Is the reqUirement for airlift, as stated in 
the Mobility Requirements Study, still valid? What other 
concepts of deployment could be employed that would make 
other airlift alternatives viable? As compared to other 
alternatives, does the C-17 remain the most cost-effective 
means to satisfy airlift requirements (to be addressed in. 
conjunction with Program Analysis & Evaluation)? 

- Air Force: What are the current estimates of performance, 
technical and production risk, cost, and schedule for this 
program? Have solutions for known technical problems been 
develop@d? Are there any C-17 specification requirements 
that. could be· eliminated or reducea (to b~.-~ddressed in , 
conjunction with the Joint Staff)? What measures shoutd-·be 
taken to strengthen program management, both by the 
government and contractor? Identify alternative contract 
approaches (to be addressed in .conjunction with Defense 
Procurement). 

- Defense Procurement: can the contractor continue to 
perform in light of its financial situation? 

The Director, strategic and Space systems, will coordinate 
preparations for this review. 

"\ ,, '. /! 
/'\-1 I ' -- ~---/ \ . 
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The Honorable Les Aspin. 
Secretary· ·of Defense · 
Department of Defense 
The Pentagon 
Washington, D.C. 20301 

Dear 9'eel'~ i •r in· 4 

~~~ 
tt.s. tuur or~
-· 'ucc··• 9Jali)1l •.....,.. 

"* €t uuc. • &ag· ... €I rnz· 
Uublngtan, KlmHJJt 

January 25, 1993 

Mami>UII .................. .... _ _....., 

I understand that you have recently reviewed the Department· 
of. Defense Inspector General's rep.ort on the C-17 program. This 
is a devastating report, particularly in its strong criticism of 
officials at the highest· levels of the Air Force and at the 
highest levels of the McDonnell Douglas Corporation. ·Like the:. 
Navy's A-12 fiasco, this is a perfect case st~dy of what is wrong. 
with the defense acquisition system. I trust you will consider·: 
ordering a review of. this matter ·at the. OSD level, to be 
conducted by someone who is not involy~d with this matter in any 
way, to deeermine what·-laws and requlations. were violated~--~~- -
was responsible, and what actions should be taken against the 
individuals involved. Moreover, there undoubtedly are broader 
lessons that could be learned from such an inquiry. 

Further, the Subcommittee staff has been in touch with your 
staff to discuss an Air Force plan that apparently was arrived. at 
in a matter of hours on January 19, Secretary Donald Rice's last 
day in office. The centerpiece of the plan is to hire Kathleen 
Buck of the law firm of Kirkland and Ellis to review this matter 
for the Air Force under contract. This use of an outside law 
firm for such seemingly sensitive matters is bizarre at best, 
and, to the extent that Kirkland and Ellis represent any_ defense 
contractors, Ms. Kathleen Buck ~nd her firm could well have · . 
significant conflict-of-interest problems. Moreover, she was. the 
General Counsel of the Air Force when civilian control was 
weakened, which I believe led to many of the problems on the C-17 
program. As· you recall, we were both concerned about this 
reorganization when, on· March 26,. 1987, we jointly wrote to 
then-secretary of Defense, Caspar Weinberger,. protesting the 
•streamlining• of Air Force management: 

73568. 



The Honorable Lea Aspin 
January 25, 1993 
Page 2 

•The currently proposed Air Force reorganization 
•ppeara to emasculate internal civilian controls and 
checks and balances, especially involving the 

·acquisition of major weapons systems in the Air Force •. 
This portends. the worsening of an already dismal record 
of financial and technical manaqement·of major 
acquisition in the Air Force due to inadequate or 
non-existent cost and technical controls. The B-1 
debacle is only one example." 

The Subcommittee plans to pursue a number of matters 
involving the C-17 program. Therefore, I would appreciate it if~ 
you would have your staff contact the Subcommittee staff to 
arrange a briefing on your plans for ·handling the. Inspector 
General's report, as well as the Kirkland and Ellis review. 

Thank you for your cooperation. If you have any questions, 
please contact Messrs·. Pe r D.H. stockton or Bruce F. Chafin of 
the Subcommittee s ( ) 225-4441 • 

.._:-_,_L_ John D •. Dingell 
-- ChaJ.rman - - -- ·-

Subcommittee on 
Oversight and Investigations 

cc: The Honorable Dan Schaefer 
Ranking Republican Member 
Subcommittee on Oversiqh~ and Investigations 
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ON£ HUNDR£0 THIRD CONGRtSS 

Q:ongrcss of the linind ~tarts 
!~oust·. of Rtptt.smrariots 

COMMITTEE ON GOVERNMENT OPERATIONS 

2 157 Rueu• .. HOUSI Ou•ct Buu;ouwG 

WaSMt~~tGTO .. DC 20! 1 S-6 1 • 3 

January 21,· 1993 

The Honorable Les Aspin 
Secretary 
Department of Defense 
The Pentagon 
Washington, D.C. 20307-11SS 

Dear Mr·. Secretary: 

The ColZUD.ittee·on Government Operations will conduct an 
oversight hearing to examine the current status. of the C-17 
Airlifter. The hearing is scheduled for Wednesday; March 17, 
1993, at 10:00 a.m., in Room 2154 of the Rayburn House Office 
Buildinq. ..-

Specifically, we are examining the financial and technical 
aspects of the program, as well as the conduct of Air Force. 
personnel involved with the administration of the C-17. 

I _am .inv.iting __ Mr. Michael B. Donely, _ ~~~ist_ant S~CJ:~~f;"Y of 
the Air Fore~ for Financial Management; Ms. Eleanor Spector, 
Director of Defense Procurement; Lieutenant General. Edward P. 
Barry, former Program Executive Officer; Major General Michael 
Butchko, former C-17 Proqram Manaqer; and Major General John M. 
Nauseef, former Deputy Chief of Staff, Air Force Systems Command; 
to present testimony to the Committee concerning· the role of the 
D~partment of Defense in this major acquisition program. 

In order to prepare for that appearance, it will be 
necessary to have at. least 25 copies of the testimony available 
no later than 48 hours prior ·to the hearing and 75 copies at the 
time of the· hearing for release by the Subcommittee. Please send 
them to the Subcommittee at B-373 Rayburn House Office Building, 
Washinqton, D.C. 20515, to the -attention of Cheryl Matcho, clerk. 

Thank you for your cooperation. 

, 



THE IICRETAitY 0' DEFENSE. 

~I~~"'!':/).:\ ~I'J 
. l !J - . 

: ~~-~-~· 

WMHINGTCN. THE DISTRICT OP' COLU..IA 

MEMOJWmUM .I'OP. SBCMTAJ\Y 01' THE AIR FOJU:! 

SUBJECT: lnapector General' 1 Report' on .. Cov•rnment Action•· Concerning 
McDoMell Dou;laa Corporation Financial Condition During 
1990 

I am. troubled by the allegations, findin;a, and recommendations· 
contained in the Inspector General'• report adclreaaint actions taken· 
by Air Force officiala from JUly through December 1990 on· the. C-1? 
program. BefoH we decide on the atepa the Department of D•f•nae will 
take in rasponae to the. report, I would like your. recommendation•. 
Ther•for•, I request. that you provide any additional factual. 
information that~ ahould.be considered, along with your propoaed 
reapon•• to the recommendation that. disciplinary action be taken 
againat five Air roxce offieiala, within 60 daya to the Deputy 
Secretary· of Defenae. -

Since th•ae:-individuala have not yet· had an opportunity to 
respond to the ~eport'• findin;a, please provide each of them the 
opportunity to ~eapond •• aoon aa pcaaible, but no later than within. · 'o days. Aelditionally, --rdirect that before any ·pe·raonnel act·lonl:, · 
involvin; any of theae individuals are taken you provide to me your 
ana1y1i1 of the findin;a and any r•spo~••• from the individual 
involved. 

The Inspector General alao recommended the Ai~ Force initiate an 
Anti-Deficiency Act inveati;ation for C•17·progreaa payment request 
number 97. I direct that you conduct thia inveati;ation immediately. 

; 
;. 75076· 



THE SECRETARY OF' DEP'ENSE 

WASHINGTON, THE.DISTRIC:T OF COLUM81A 

April 29, 199'3 

KEMOIWIDOK FOR '1'RE AcnliG SECRETARY OP THE AIR FOReE . • 
From: The Secr.tary of Defense 

S1l):)ject: Ai~ Jlo~c• aenev of tile DOD Iupeato~ aae~al. 
&epo~ OD tbe 0•17 ai~ora~~ (J&DU~ 1C, 1113) 

In January, the Deputy Inspector General released a report~- on 
tha C-17 proqram. and the financial condition of tha McDonnell• 
Douglas Corporation. The . report raised questions· about the.' 
aana;aent and financial inteqrity of . the C-17 proqram, and 
specifically about Air Force. actions· to provide financial. 
assistance to the Douglas Aircraft Company in lata 19io·. 

After revievinq tha Inspector General's report·, I cliracted 'the 
Air Force to respond to the alleqations. This instruction wa• 
issued in my memorandum ot! February 19. 

Last .week, the Air rorce fonarded its response. I have. now 
reviewed the report and the Air Force e~mment• concaminq. 
alleqations ~ut five kay_~Air Force. personnel- involved in the---e-1~7 
acquisition proqram. 

In its examination of the alleqations, the Air Force found no 
baais to baliava that criminal conduct· was involved in the 
manaqement of the proqram. The facts presented to data by the 
Deputy Inspector General ancl the Air Force suggest that thia 
finding is correct. 

The Air Fore• alao found that some manaqement actions, wbila 
questionable, were within a ranqa of normal manaqement discretion. 
I disaqraa with. this judgment. 

The defense acquisition system operates on the principle of 
centralized policymakinq and decentralized execution. At tha heart· 
ot tha system·. ia the need tor accountability at all levels. If.. tbe . 
system i• to work, then those charged with the responsibility tor 
the manaqamant of billion dollar systems must perform to the 
highest standard. 



MEMORANDUM FOR THE. ACTING SECRETARY OF THE AIR FORCE 

The story of the C-17 proqram reflects an unwillinCJDe•• on· 
the part-- of some bigh-ranJcinq acquisition professional• to 
ackftowled;e proqraa difficult!•• and to take deciaiva action. 
Without quutioning· the moi:ivation of Air Force personnel, I must 

· inai.t that prOCJriUI l•aders understand their responsibilities to· 
idet.ify, early and forthrightly, aignificant pracJram 
difficulties. Clearly, this was not done in the case of th• c-
17. 

Con,eqaently, I cli~act. that you taka. the· follow action•·: 

rir•t, becauae the former proqram manaqar has not 
demon•trated the judqment necessary tor senior 
leadership positions, he should be relieved of· his 
current duties. 

Second, the lack of judqmant of four of tha five 
individuals should be made part of their permanent· 
record. 

Third, because I have lost confidence that tour o~ the 
five individuals identified in the Deputy Inspector· 
General's report can be effective in acquisition, they 

·should not be asaiqnad to work in the acquisition 
manageme~t area. 

.-"--. __ .I,·-

Xnowinq that both civilian and military Air Force personnel 
in the acquisition system ara dedicated, capable professionals, 
I trust that thia community will recoqniza that the motivation 
for my actions is to strenqthen the acquisition system and to 
encourage its efficient operation. 

Finally, it i• apparent that allegations of misconduct in an 
%napector General report also present difficult iasuea ol 
fairness for the riqht• of those wbo wor he Department of. 
Defense. Therefore, I am askinq the Gener Counsel to 
develop procedures with the Inspecto General fo ealin; fairly
with individual• who are the subject f such rep 

-. -. 4 



THE DEPUTY SECRETARY OF DEFENSE 

WASHINGTON, D.C. 20301·1000 

January 19, 1993 

~~cl~tfY 
MEMORANDUM FOR: SECRETARIES O~~ARY DEPARTMENTS 

UNDER SECRETARY OF DEFENSE FOR ACQUISITION 
ACTING INSPECTOR GENERAL OF THE DEPARTMENT 

OF DEFENSE 

SUBJECT: Recommendation to Deputy Secretary of Defense in Inspector General 
Report of January 14, 1993 entitled "Government Actions Concerning 
McDonnell Douglas Corporation Financial Condition During 1990" 

The Acting Inspector General of the Department of Defense's report of January 14,-
1993 entitled "Government Actions Concerning McDonnell Douglas Corporation 
Financial Condition During 1990" recommended in part that: 

II 1. The Deputy Secretary of Defense provide full authority for selection, 
promotion, evaluation and removal of Program Executive Officers, Program 
Directors and program Managers to the Under Secretary of Defense for 
Acquisition for all major Defense acquisition programs. II 

By DOD Directive 5134.1 (September 30, 1992) and Deputy Secretary of Defense 
Memorandum of August 12, 1991 entitled "Strengthening Technology and 
Acquisition Functions," the Under Secretary of Defense for Acquisition has been 
delegated the authority to direct the Secretaries of the Military Departments and 
the heads of all other elements of the Department of Defense on all matters of 
acquisition. The memorandum of August 12, 1991 also provided that: 

"The Secretaries of the -MITi.tary Departments and the heads· of other Depa ... rtnient 
of Defense components shall consult the Under Secretary of Defense for 
Acq·uisition prior to assigning an officer or employee to serve as a Program 
Executive Officer or a Program Manager, or reassigning an officer or employee so 
serving, for any program subject to·review by the DAB." 

The Secretaries of the Military Departments and the Under Secretary of Defense for 
Acquisition shall submit to the Deputy Secretary of Defense (or in the absence of a 
Deputy Secretary, the Secretary of Defense) within 30 days of the date of this 
memorandum their views on whether to approve the Acting Inspector General's 
recommendation that the Deputy Secretary of Defense provide full authority for 
selection, promotion, evaluation and removal of Program Executive Officers, 
Program Directors and Program Managers to the Under Secretary of Defense for 

. Acquisition for all major Defense acquisition programs. 

72975 
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ThA Honorable Les Aspin 
Secretary of Defense 
Pentagon, Room 3EB80 
Washinqton, D.C. 20301 

Dear IJes, 

CHARLES E GRASSLEY 

WASHINGTON. DC 201 1o-1 501 

May 5, 1993 

""ulo. 
0 103 ....... C4k#WriiOUII IWII.ItNO· 

no .,.. ''"'' . IIOUI Cm.IA I t101·1244 
t71Zl U>1IIO 

Cl 2, 0 WAfiii&.OO IUILOtNO 
·nt CO...UCIAI. anan 
WatiMOO.IA 10701-.. 17 
ll\ltUI .... 8f 

Q 1 18 FIOIIAL I.OM 
1 3 1 i. 4lN IYIIIT 
Davt .. Oif, lA 12101•1t13 
13111 312·4331 

I am writinq to praise your decision to hold four senior· Air 
Perce officials. accountable for financial mismanagement on the C-17 
contract and to raise two questions about Ms. Oarleen Oruyun. 

First, I would like to commend you for taking this decisive 
step. You have sent a clear, unambiquous siqnal of zero tolerance 
toward dishonesty in the department's acquisition process. This is 
the bast ·kind of deterrent to future failures of discipline and 
integrity. You deserve a lot of credit for havinq the couraqe to 
do what.had to be done. 

Secon~·, I am somewhat baffled bY---tha completa omission of Ms. 
Druyun Is name from available documents bearinq ·on your. decision in 
this important matter. 

The Inspector General has suggested that. Ms. Oruyun may have 
anqa9ed in ei thar improper or illeoal conduct in connection with C· 
17 progress payment number 97 that resulted in a potential 
violation of the Antideficiency Act and other statutes. Par these 
reasons, the Inspector General recommended that. disciplinary aet; on 
be taken against her and four other senior officials. You chose to 
discipline the four other officials but not her. Why did you 
decide not to punish Ms. Druyun? 

Ma. Druyun presently occupies a kav position in the 
"acquisition management area." She is the Deputy Assistant 
Secretary of the Air Porce for Acquisition. She .was placed in this 
posi~ion in February 1993 ~ one month after the ~napectcr Canera~ 
recommended that she be disciplined for improper or illeqal 
behavior. 

I In view of your decision to banish Generals Barry and Nauseef 
anc! Mr. Hixanbauqh from the ••acquisition manac;ement area" and in 
view ;of the fact that the Inspector General has yet to resolve all 

Com mitt••- Aaaignmenta: 
~;;;a;c; 

~G,_teUL TUAE. NUTAITION AND FORESTRY 
"t'O!St'PY 

OFFIC! OF TECHNOLOGY ASSESSMENT 
BUDGET 

SP!t:IAl 'CtfMMi2f9ti ~ -~Glt-
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the issues surroundinq possible Antideficiency Act violations.,. is 
1 t wise to leave Ms. Druyun in such an imt;)ortant "acquisition 
manaqement" post? 

Your thouqhts would be appreciated. A responae is requested 
by May 12, 1993. 

CEG/chm 
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THE UNDER SECRETARY OF DEFENSE 

WASHINGTON •. DC 2030-1·3000· 

11 Hay 1993" 

MEMORANDUM FOR SECP.n'ARY OF THE AIR FORCE 

SUBJECT·: C-17 Defense Acquisition Board Preparation 

At the recent Defense Acquisition Board (DAB) review, the,··Air 
Force stated that there has been improvement on the C-17 
development program and that major technical and schedule problems· 
are behind us. I do not agree with this assessment, because .we 
continue to see late deliveries and lengthening testing schedules. 

_I plan to conduct a DAB review of the C-17 in August, after which. 
! will recommend whether ·or not the program should coneinue.: 

By Augus~ :, : need the A~r Force :o: 

• Recc:r.me~d ~ resolution of maj.or· ou-:s:anding. 
con:race F33c57-8!-C-2l08, including: 

issues 

•• revised range/payload specification values that meet· 
current ope:=-a:ional requirements, 

on 

•• dele~~=~ c: ~~Y spec:i!ica~ion re~irements you co~sider 
.u."'l.neces sa:--'·, 

•• _inclusio~. -~_:Lthe. cbntra:t of a!l ct.:.rrent tes:ing ___ ,/ .. 
requiremer.:s, 

•• consideration for late delivery of C-17 aircraft P-4, 
P-5 1 and P-6 1 

•• resolution of the sustaining engineering cost 
classification issue. 

• Definitize Lot IV and incorporate not-to-exceed prices in 
the advance procurement contracts for Lots V and ~-

• Identir,v a source to fund Lot III to ceiling. 

Finally, you may restart the static wing test, after you 
provide me assurance that it is representative of the production 

·wing with pexmanent corrections. I would like the same assurance 
on.the durability test wing • 

. ··-- .. ··----···-. ---·· --- . 
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Attached is a copy· of the ... letter I have sent to McDonnell. 

Douglas. I would like· you to advise me on· the steps that 
McDonnell Douglas· is taking in response to my· _letter. 

I insist that the highest level. Air Force attention be 
focused on. improving the management. of the C-17 program, which can 
only be demonstrae·ed by the fulfillment of contractual 
commitments-. 

Attachment 

------·---· ---·----
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WASHINGTON. DC 20301·3000 

11 May ·1993" 

MEMORANDUM FOR CHAIRMAN, DEFENSE SCIENCE BOARD 

SOBJECT: Terms of Reference--Defense Science Board Task Force 
on. C-17 Review 

You are requested to organize a Defense Science Board (DSB) 
Task Force to assess the current status of the C-17·; the 
contractor's capability to successfully complete the C-17 
development and transition into production; and identify the 
changes that would be necessary to ensure such success and reduce 
risk. The scope of the review will include an assessment of the 
following functional areas: 

Systems engineering (hardware and software) 
Production transition and Manufacturing Processes 
Ground and flight testing 
Financial management 
Contracting 
Project Management 

Topics to be covered should include, but not be limited to, 
the following: 

o What are the principal areas of risk? 
be eroperly ~~~~~ed? 

How can this risk 

o What steps must the contractor take to assure 
satisfactory program execution? 

o What steps must the Government take to assure 
satisfactory program execution? 

o Are adequate resources (e.g., manpower, tooling, 
automated management systems) available and being 
properly applied? If not, what additional resources' 
should be applied, and how much would they cost? 

o -Are schedules realistic? If not, how should they be. 
revised? 

o Is progress tracked by appropriate metrics? If not, what 
are the appropriate_metrics that should be employed? 

o What is the status of integrated process and product 
development? 

~--~------



... . 
t~ , o Considering the present state of the· proqra.m, are there, 

contractual chanqes that should,be made to significantly 
reduce cost? ·If ·so, what are these chanqes? · 

The study will be: sponsored by the Onder Secretary of. 
Defense (Acquisition). Mr~. Robert A. Fuhr.man and Major General 
James A. Fain, Jr .• , USAF, will serve as. co~chairmen of: the Task. 
Force. Mr·. Ronald Mutzelburq of the office of the Director, 
Strategic., Space Systems will serve as Executive Secretary and 
Mr. John.V .. Ello will serve as the Defense Science Board 
Secretariat ·representative·. The. USD (A) will provide funding and 
other ·support·~ as may be necessary;. The Task Force should beqin 
this effort as soon as possible and provide a final report on· or· 
about July 15, 1993. 

It is not anticipated that the work assigned to this· Task 
Force will cause any member to be placed in the position of · 
actinq as a procurement officia~ 

M. Deutch 

·---· -- ·---- . ----·----



ACQUISITION 

THE UNDER SECRETARY OF DEFENSE 
WASHINGTON, DC Z0301 

L:JI q·tr Y 

11 May· 1993 

MEMORANDUM FOR COMMANDER, DEFENSE CONTRACT MANAGEMENT· COMMAND, DLA 

SUBJECT: C-17 Delivery Schedule Assessment 

I plan to conduct a Defense Acquisition Board (DAB) review· of 
the C-17 in August. In support of .that DAB, I will need by August 1 
your assessment· of when C-17 aircraft P-7 through P-~6 will.be 
delivered. This should include an advisory on the status of any 
deficiencies on those aircraft. Please also provide me information 
on whether McDonnell Oo~glas Corporation is providing adequate 
staffing and production equipment to the C-17 program. 

Attached is a copy of a letter I have sent to McDonnell ·oouglas. 
I would like you to advise me on the steps McDonnell Douglas is 
taking in response to my letter. 

Attachment 
As stated 

\~ wwr~ . . 1;.·-- I I ~- ,... ./. rv v v . ~---- -~--
,~. 

/ 'i John M. Deutch 

U· 
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THE UNDER SECRETARY OF DEFENSE . 

WASHINGTON. DC~. 20301·3000· 

Mr. John F •. McDonnell 
Chairman and Chief Executive Officer 
McDonnell Douglas Corporation 
P.O. Box 516 
St. Louis,. MO . 63166-0516 

Dear Mr. McDonnell: 

11 May 1993 

The Department of Defense has just completed an. initial 
review of the C-17 program. Based on this review, we are 
convinced that McDonnell Douglas must take immediate aggressive·.-. 
action. to ensure that the company will meet contractual. · 
requirements. Unless there is a strong resolve on the part of 
McDonnell Douglas corporate management to meet contract 
requirements, particularly schedule, specifications, and testing· 
requirements, the C-17 program cannot be continue~. 

We shall condu:~ a Defense Acquisition Board CDAB) review o: 
the C-17 in August to determine progress made by the program and 
on the specific actions listed below. Completing these actions -
will be a major part of my decision on whether to recommend 
continuation of the C-17 program. Your cooperation is an integra! 
element .of all these actions. 

( 1) I_ am_ directing_ __ the. Secretary--of the Air Force to ~tak.e 
specific actions·by August 1. Enclosed is a copy of the
directions. 

(2) I have established an independent review team to carry 
out by July 15 an assessment of McDonnell Douglas production, 
technical, testing, financial, and contracting issues and to make 
recommendations on any additional measures that should be taken by 
the. contractor and the government. 

' 
(3) We· must have your plan for strengthened management of the 

C-17 program, including specific manufacturing and engineering 
improvements to ensure that contract requirements are met. I 
would like your management plan by. June 15 to provide to the 
review team. 

(4) I am concerned about the claim$ on.the C-17 program •. 
McDonnell Douglas has filed approximately $425 million of claims 
and your corporate officers have said you will file substantial 
additional claims. The· Department· has underway a Cost and 
Operational Effectiveness Analysis on the C-17 andother airlift· 
alternatives. We intend to include the cost of claims in the·C-17 



•· 

• 
price for this purpose. Therefore, I request a statement of the 

·total dollar value of claims. McDonnell.. Douglas plans to submit 
against contract F33657-81-C-2108 and your-- agreement· that. there 
will bee no addi.tional. claims against that contract for events 
occurring on or before August l, 1993, which is the date that we-

-request. you. submit the ·claims limit· statement .• 

We have a strong operational requirement for increased 
airlift. Without the full commitment of McDonnell Douglas to bui-ld 
the C-17 ef.ficiently, on time, and to the highest quality 
standards, we will have- to meet the requirement with an 
alternative to the C-17. 

Sincerely, 

Enclosure 

.. 

' 

... --·------



THE SECRETARY OF DEFENSE. 

WASHINGTON, THE DISTRICT.OF COLUMBIA 

April 29, 1993 

MEMORANDUM FOR THI ACTING SECRETARY OF THE AIR FORCE 

From: Tha secretary of Defenae 

Subject: Ai.Z' l'orae aeview of tbe DOD ln•peoto&- aeaeJ:al 
RepoZ't OD the C-17 Airo~aft (JaDU&ry 14, 1113) 

In January, the Deputy Inspector General released a report on· · 
the c-17 proqram and the financial condition ot the McDonnell• 
Douglas corporation. The report raised que•tions about the 
manaqement and financial 1nteqrity of the c-17 program, and 
specifically about Air Force aationa to provi4e financial. 
assistance to the oouqlaa Aircraft Company in late 1910. 

. 
After reviewing the Inspector General's report·, I clir.ectad the 

Air Force to respond to the allegations. 'I'hia instruction was 
issued in my memorandum ot re~ruary 19. 

Last weak, the Air Force ~.orwarded its response. I have now 
reviewed the_- report ~!'4 tha Air Force·. comments concerni%1; 
alleqationa about five key Air Force par.aonnel involved -in the C•17 
acquisition proqram. 

In ita examination ot the alleqations, the Air Force found no 
basis to believe that criminal conduct was involved in the 
management of the proqram. The facts presented to date by the 
Deputy Inspector General and the Air Force su9;eat that thi• 
finding ia correct. 

The Air Force also round that some management actions, while 
questionable, were within a range of normal manaqement discretion. 
I disagree with this judqment. 

The defense acquisition system operates. on the principle of 
centralized policymaJcinq and. decentralized execution. At the heart 
of the system ia the need for accountability at all levels. It. the 
system is to work, then those charqed with the responsibility for 
the manaqemant ot billion dollar systems must perform to the 
hiqhest standard. · 



i ... 

03-22-2006 14:36 

MBM~RANDUM FOR THE ACTING SECRETARY- OF TH~-~~~ FORCE 

The story of the C•17 pro;ram reflect• an unwillin;n••• on 
the part of aome high-ranking acquisition professional•- to 
acknowledge prOQram difficultia• and. to taka dacialve action·. 
_Without questioning th• motivation of Air Force paraonnel, I mu•t· 
inaiat that program leader• understand their responsibilities to 
identify, early and forthri9htly, significant pro;ram 
4ifficult1••· Clearly, this waa not done in tha case of tha c-
17. 

Consequently, I direct that you take the follow aationat· 

First, bacauaa the former program manager has not 
demonstrated the judgment necessary for senior 
leadership positions, he should be relieved of his 
current duties. 

Second, the lack of judqment of four of the· five 
individuals ahould ba made part of their parmanant 
record. 

Third, bacauaa I have lost confidence that four of the 
five individuals identified in thf. Deputy Inspector 
G•naral's raporj: can be effect-ive in acquisition, they 
ahould not ba -assigned to work in the -acquisition ,__ ____ .~.-
manaqement area. 

Knowing that both civilian ancl military Air Force personnel 
in the acquisition system ara·dedicatad, capable professicnala, 
I trust that this community will reco;nize that the motivation 
for my actions ia to strengthen the acquisition system and to 
encoura;e ita efficient operation. 

Finally, it is apparent that alle;ations of misconduct in an 
Inepactor Cenaral report also praaant difficult iaauaa of 
fairness fer the riqhts of those who wor he Department of 
Detenae. Therefore, I am: asking the counsel to 
develop procedures with tha Inapacto ealinq fairly 
with individuals whc are tha,aubjaot 
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The Honorable Les Aspin 
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CHARLES E. GRASSLEY 
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I am writing to express concern about the apparent direction' 
of your department • s review of the Inspec.tor General's C-17 
investigation .. 

A very disturbing Department of Defense (DOD) memorandum has 
come to my attention. 

The memorandum in question is directed to you. It is from Mr. 
Frank Wisner - one of your most senior deputies - your nominee for 
the position of Under Secretary of Defense for Policy. The subject 
of the memorandum is "Bottom-Up Review of Defense- Needs and 
Programs." The "Bottom-Up" review is expected to culminate with 
the presentation of the first Clinton defense budget and five-year 
plan in· January 1994. The memorandum was circulated in the 
Pentagon earlier this month. 

- -

The source of my concern pertains to Attachment ·B -!:..-of-1· ~the 
document. Attachment B is entitled "Selected Defense Programs for 
Early Review." The programs listed include: SDI, tactical 
aircraft (F-18 E/F, F-22, AFX), attack helicopters (Commanche), 
attack submarines (SSN-21), etc. Mr. Wisner describes these as 
"several hot-button acquisition programs where decisions are needed 
to feed the Bottom-Up Review." The footnote to Attachment B is the 
part that really bothers me. It reads as follows: 

"Positions on C-17 and V-22 assumed not up for 
consideration in the Bottom-Up Review. Unless 
some disaster occurs, it is unlikely that we will 
move off our visible support for these proqrams 
during the summer. We should, however, have a 
process to carefully analyze them." 

Clearly, Mr. Secretary, the C-17 has been specifically and 
deliberately exempted from further review and scrutiny. That is a 
recipe for abuse. It-sends the wrong message to the Air Force. 
The Air Force will now think that the C-17 has been inoculated by 
your office. The Air Force will think you have granted the C-17 
program a pardon. The Air Force will think the C-17 is now immune 
from accountability. The Air Force will now "circle the wagons" 

Committee Assignments: 7982.3 
BUDGET FINANCE JUDICIARY 

AGRICU~. rt07fh I tOe! O't:C f'OA£STRY . ...OFFICE OF TECHNOLOGY ASSESSMENT SPECIAL COMMITTEE ON AGING. 

\ 



··~· 

and protect the proqram at all costs. 

Your memorandum of February 19, 1993, on the. Inspector 
General's investigation of the c-17· program was--so ·positive and 
constructive. You· said: -•I am. troubled by the allegations, 
findings and. recommendations• in. that report and directed the Air 
Force to respond to it. Your memorandum, however, stands in stark 
contrast to Mr. Wisner's decision to exempt the C•17 proqram. from· 
internal review for the balance of the year. 

Mr~ Secretary, I would like to know why the C-17 program has 
been exempted from the "Bottom~ up Review•? Surely, of· all· DOD 
"hot-button" programs, the C-17 is in need of an early and thorough 
review. The root cause of the problems identified in the Inspector 
General's reports on the C-17 are exactly the kinds of issues that 
must be decisively resolved in your "Bottom-Up" - if your are to 
succeed in creating a viable five-year defense program. 

CEG/chm. 

S-incerely, 

Cha~assley 
u.s. Senator 

\ 

.:.... .. -.i,. 
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January ··26, 199·3 

. ..... . -· . . . ' .. . ~. 

·· The Honorable Les Aspin 
Secretary 
Department of Defense 
The Pentagon 
Washington, D.C. 20307-~155 

Dear Mr. Secretary: 

• ........ "!'• 

'( 1, :,:,........ "''"' ·- ......... · .... 

Congratulations on your appoint:nent as Secretary·of Defense. 
We will miss your expertise here in the House, but your guidance 
and leadership are badly needed in the·Pentagon. 

I ·am sorry to start off my first .c-orrespondence- to you with 
, ~-mQnumental pr.ob.lem, but unfortunatel_y _that. is the case. On 
·February 21, 1992, I asked the Department of -oefe.nse ·Inspector· 
General· to investigate and document an allegation ·that I had made 
ea~lier as to favoritism and advant~qe9us treatment of McDonnell 

. Do· .. g las by ·the Department of .Defense. The report ·by the 
Inspector General is now in my hands. 

For two years I have been asking Air Force~nd.Defense 
Department personnel about these matters. on the one hand I am 
outraged by what I.see in this ·report, and at the same time I am 

. _saddened ·by what I see as the betrayal of the trust placed in 
·general office.rs ·of the military···by the American people. The 

.. Procurement system. is badly·damaged. B~t more .important, the 
· ., .. c ·~ • ~-:credibili·ty ar.d integ:-ity of .. the services bas ·been severely 

~.: .. ~- ... tarnished by the· actions of these officers • 
. y:,~ ....... .k:,.-. . .,j. •••• _, ...... ·-~· •• • •• ~ .... _·. 

. . -
. . . . . ~ .. . . 

. ' ~ ~ ::. · ...... • .. . 

···.• ........ . 

The IG's report and the investigation by the.Legislation and 
National Security Subcommittee, which I chair, have ·confirmed our 

. allegations. There was a concerted plan ·by the Pentagon to bail 
out its largest contractor. 

·;:..~ :;1" ......... ;·.-,;--
. ~...:· ........ ~ ..... . •• .. ,,If• .... .,.;...:. .. 

'· : \~ ~·.-· ~. :" ............ ~. ... 
'r• ,.. - •• • 

:· ... ~ ..•. 
. ........... . 



H~norable Les Aspin 
January 26, 1993 
Page 3 

"Expedited Government payments were made that exceeded 
appropriate amounts by $J49 million. Financi~q 
provided also exceeded the fair value of undelivered 
work:by:an additional $92 million •. Improper 
contracti~g actions reduced cQntradtor financial risk 

-on·the C-17 Program by $1.6 billion and created a false 
appearance of success to facilitate both the contractor 
obtaining financing through commercial sources and 
-~ssuance·of debt securities, and the Air Force securing 
additional funding from Congress." 

"The improper actions substantially increased 
Government program risk, provided premature payments to · 
the contractor, negatively impacted first aircraft 
delivery, and contractually obligated the Government to 
award a subsequent Lot III production contract. Award 
of the Lot III production contract was particularly 
important because it provided an additional source of 
funding to the contractor, and a further false 
indication of program success. These actions also 
-resulted in potential vi_olations Qf ~tatutes and 
a·cquisi ti"on regulations." - · 

It is important to remember that at this very same time 
per5.ud the Navy A-12 program was also in serious trouble-. It was 
later proven_ that there. was also deception and misrepresentation 
of facts ·to the Secretary of Defense and to the Congress. about 
the A-12. :That program was canc.elled in January 1991 after $2.6 
billion had been spent. The contractors involved in the A-12 
were McDonnell Douglas and. General Dynamics •. Min February 1991, 
over $1.35 ·billion owed back to the Government by McDonnell 
Douglas and General Dynamics was deferred indefinitely by the 
Department of Defense. Although dividend payments have 
continuously been paid, to the.-stockholders of l::ioth companies, no 
interest payments have ever been collected on the $1.35 billion 
debt. ·· 

The IG commented on the similarity between the two programs: 

·'!We found ·numerous similarities between the management 
. :·:.of .the ·.f.ailed Navy A~12 Program- and the Air F.orce C-17 

·Program during the fall ·of 1990. The: Navy, however, 
· conducted· an .admini-strative "inquiry .into· the management 
:of· the A-.12 Program while .the Air Forc.e, and in 

.. particular the .General ,Counsel [Ann c. :Peterson], and 
Assistant Secretary of the Air Force (Acquisition) 
[John J. W~lch], refused.to do so." 
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Honorable Les Aspin 
January 26, 1993 
p·age 5 
··------~--

. ' 

The deception regarding this pro9ram goes farther then just 
Air·Force officials: 

· .. -... -;_",. ... 
"We consider the·a~tions of BG· Butchko, BG ·Nauseef, and 
Mrs •.. Oruyun [Priricipal Assistant Deputy Chief of Staff, 
Air Force Systems Command] inappropriate. They acted 
in concert to influence the DPRO to make progress 
payments based on financial need ... The actions of those 
Air Force officials temporarily masked the actual 
financial condition of the contractor by permitting the 
contractor to defer recog~ition of a loss on the 
contract and retain excess unliquidated progress 
payments to which the contractor.was not entitled and 
which should have been recouped ... Further, the actions, 
when considered to_gether with moditying the 2108 
contract· ·on September 24, 1990 to establish a delivery 
schedule known to be unachievable ••• intentionally 
created an illusion of contractor stability and program 
success. Subsequently, on October 23, 1990, the DAC 
(Douglas Aircraft Company) reporte_d as part of the 
thi.rd- quarter.. 1990 financia~:t--results, ~hat it expected 
to complete the contract without incurring a 
loss .•. rather than behind schedule and above ceiling 
price.·~ 

~~-- We intend that this matter be referred to the Securities and 
. ~.Exchange Commission· for investigation • 
. . 

.. :.- .. ·· In the hearing held by the Legislation and National Security 
· Subcommittee in· May 1992, it was alleged that ·on October 2, 1990. 

~~'- th~re was a demand .by the Chairman of the _McDonnell Douglas 
.. Corporation for .approximately $500 million, or ·he would shut down· 

.~ .. :.:.~ ... --the. C-17 progr:am.. The DPRO commander. testified ·that there w·as a 
·.,, '*.commitment made ·to provide certain funds. · The· report addresses 

-:.;;~_,-... :.:that situation .as follows: · 

·~· ~· .r:-r.;::r::·y ·~ . 
_-;_~----.,.1--:~-~~ ...... 

"According to three DPRO representatives at the 
brief.ing on October 4, 1990, BG Butchko stated that the 
Air .Force bad .•promised' th~ contractor ·$300 million in 
.the month ... of Oct.l990 ••.• payments on· order· of $300 
million .. _in .october were ·not _possible;:" .. 

• ..Jo-11 • - ' • ~. t • ,' .c;... .... .,. .. _. ~ •. .J" •;· -, ·-...- - • ...,: ·+F •• • 

. , · . .. . The contractor and the Air ·ror'ce went ~to-· great lengths to 
.. ~:~:~~~;:.J.r~·:.co~7 -UP with ·schemes ·that wo':ll~ try to cover or j·ustif¥ their 

·. :_. ::: ·,,·a_ct1ons. One ·.of .. the .more ·or1g1.nal was ~the .Monthly Es_tl.mate to 
· Complete or "METC" system. This was invented ·to draw attention 

away from the negative historical .information ·and try to focus·on 
current performance. 
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Honorable Les Aspin 
January 26, 1993 
Page 7 

available since long-lead funding was nearly exhausted, 
while providing another contract, ··to ·shift engineering 
costs to as a result of the accounting practice 
change·. n ·. . . -~--- ". - . 

... :.: :~ .. · .. 1 •• :._· ....... ·"We believe :the 'contractor reported the understated.EAC 
as of September 29. 1990 in order to defer recognizing 
a loss on the 2108 contract in the comoany's third 
quarter financial reports, which recognized the 2108 
contract as at-or near break even after consideration 
of S125 million in claims yet to be submitted to the· 
Government .•. The deferral of loss recognition was 
particularly important to the contractor at this point 

·because of the registration statement filed with the 
Securities. and Exchange Commission ·on August ·1, 1990 in 
order to obtain additional long· term financing." 
(Emphasis added) 

The dec~ption and manipulation by the senior officials in 
~.,----~~his matter _is bad enough, but unfortunat~ly it went even 

further: -~-~- · 

- .·~· :r~~ .• ·!'···· .... ·. .. #. . 

"During his visii· to the DPRO, BG Naus~ef was viewed by 
OPRO perso~nel as using 'defin~~e intimidation• to 
encourage the DPRO to be a •team player' and agree to 
the use of alternative means to measure contractor 
performance, specifically ·the 'METC' technique. One 
DPRO official provided the following description of how 

·aG Nauseef handled opposition· to the 'METC' technique 
by the DPRo·oeputy Commander, an ·Air ·Force lieutenant 
colonel: ..... ~--,.. . .. 

• • ··.·.: ... r.·:--: :· ~····.:· .. · ~ 

'I do remember General Naus·eef saying, look, i·f 
you're not going to be a team player, Lieutenarit 
Colonel, then just get out of here. You don't 
need.to be in this meeting·if you're not going to 
.be a team player. It got a .1-i ttle tough. •" 

.·such conduct by-senior of!ic~rs is· deplorable. The Defense 
Plant Representative, a colonel, stood up ta the generals 
involved and was rewarded by being reassigned ·or being retired. 

"One DPRO of.fici'al commented that 'BG. Butchko and BG · 
Nauseef supported the iMETC' technique solely because 
it supported their objective ··of ·providing cash flow .to 
the contractor, ·and ~f someone_ did not support the use 
of 'METC, • they were ··not a -team. -playe~'~ 11 
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-~- .... r : . 

The. acti6n h~re th~t-is.so outi~geous.is that the contractor 
had exhaus·ted ·the development funds .. and therefore~ .. was responsible 
for payment of·any further costs. What happened is that these 
Senior Air Force officials took .. ~.it .. up~n themselves ~to transfer 
that shortage of funds to the ta~~ayer. rather than the. . . 
contractor. That action is inexcusable~ As before, it didn't 
stop there. ,~ · · :.·;:.-... 

-. -~- ----~ 

. ' 

"We bellev~ i~e Octob~r 1j9ti transition proposal for 
sustaining engineering costs from development to 
production lots and Ai~~ Force approval were only part 
of a far more reaching plan to circumvent internal 
controls and provide funding to the contractor 
.•• Therefore, the chain of events was an attempt to 
postpone implementation of a substantially higher EAC 
until after the Lot III contract award, which was 
projected for December 1990." 

After contract award, the SPO could use an EAC computed 
in_O~tober 1990 or later that reflected the transition 
of sustaining engineering costs from"development to 
production and request additional funding based on 
•cost growth.' That course of action would open the 
use of expired appropriations· to fund the cost growth 
on Lot III that was already known to exist prior to the 
planned contract award and would .not require 
congressional approval because of 'cost growth.'" 

By now you have the focus of the report. 

I ask that you suspend this program now, if only to find out 
the true status of both the contracts and the aircraft structure. 
We will call for the immediate investigation of the McDonnell 
Douglas Corporation by the Securities and Exchange Commission 
into the financial reporting on this.program. · 

I am also asking the Justice Department to reopen the 
criminal investigation into the C-17 program. When the Inspector 
General was a~ked during·the May 13, 1992 hearing before my 
Subcommittee ·if the Air Force had hindered ·the cr.iminal 
investigation, he ~tated: 

" ••• Well, .. in effect that got.us into a situation wher~ 
we didn't have a-victim. You can't.have a crime 
without a victim or when there is a willing victim." 
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Secretazy of Defense Lea Aspin ordered an Air Force general. 
relieved of duty and directed that three other persons no lonoer. 
work in acquisition management based· on. their performance in the 
Air Force C-17·caroo aircraft program. 

•Those who oversee the spending of billions of dollars to.· 
provide weapons for our defense have to.perform to the highest 
standard, and. they must be held accountable for that. performance. 
I no longer have confidence that these individuals will perfor.m~ 
to that standard,• Aspin said. 

Aspin directed that Maj. Gen. Michael J. Butchko, Jr., ·be 
relieved as· Commander of the Air Force. Development Test Center· 
baaed on his performance when he was C-17 System Program 
Director. 

•General Butchko was the parson in charge as program 
director and bears the chief responsibility,• Aspin said. 

I 

The three persons that the secretary directed no longer work 
in acquisition are: 

Lt. Gen.-· Edw~1..rd P. Barcy, Jr., fo:nnerly C-17 Program ,. 
Executive Officer· and ·now Conunander·; Space and -Missile sy·s~ems*'' ~ 
Center .• 

Brig. Gen. John M. Nauseef, Deputy Chief of Staff, Financial 
Management and Comptroller, Headquarters, Air Force Materiel 
Corrmand. 

A. Allen Hixenbaugh, for.merly C-17 program Deputy Director 
for Contracting and now Special Assistant to the Director of 
contracting, Aeronautical Systems Cent·er, Air Force Materiel 
Command. 

Both the management of the c-'17 program and its financial 
operations have bee~ under review. ·In January, the DoD Deputy 
Inspector General released a report on the C-17 program that 
raised questions about management and financial integrity of the 
prograJn •. 

The Air Force responded to· the Deputy Inspector General's 
findinge with ita own report. The Air Force report was made·· 
public today. Aspin took the personnel action after considering 
both the Deputy Inspector General's report and the Air Force 
response. 

-MORE-
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•In examining the ·(Deputy. Inspector General's) alleqations, 
the Air Force found no basis to. believe that. criminal conduct wae·: ·: .. 
involved in the management of the program· •. The facts· presented~· 
to date by the Deputy Inspector General and the Air Force suggest·-·. 
that this finding is correct,• Aspin said. 

•The Air· Force also found that some management actions, 
while questionable, were within the. range of: normal management. 
discretion. I 'disagree with this judgment,• Aspin said. 

'I'he Secretaxy directed the personnel actions in a memorandum .. ·. 
to the Acting secretary of the Air Force. A copy of the 
memorandum is attached. The. executive S\lltlt\&tY of the Air Force 
response to the Deputy Inspector General's report· is available 
from the Directorate for Defense Information. 
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SUBJECT: 

~ere hav bean a number 
the lees-ratio ~djustment in 
2307-(e)(l). ~~t section re 
in prc;ress • · • is co~ensu 
atandar~s of ality esta~lia 
been acco:plis a4.• 

.. . . -
.. 

-Ratio. Mjust=ant and 'F&i%· Va1ua 
• 

t questions concerninq the use, of 
;ht. cf the zoequire:mants cf-~ 10 nsc 
ires that. •any payment for wo:k 
te with the. work, vhich ueta 
d under the contr•ct, that has 

1'he etatu a requires' tha the fair value of the 
wcrk-in-prccas always be ;ra ar than the unliqui~ater:! ~rcqress 
payma_nts. · 1'ha clicy of the pe.r~ant of Defense is that this 
requirement· • ll ~e aet by ~f the loss•ratic adjustment. · 

--· •. . -·- . 
'l'ha atttu cry._requ:i.remen 

Depar~:ent of fensa. · Howav 
fair value cf ~crk-in-process 
pcl.iCYJ an_ alt rnativa methc:>c!. 
particular cir ~stances, as 1 
accordance wit DFAAS 232.171 • . 

Cannot ~- W-&1Vac! J;y ~- !>-- ___ .1" -- I 

, ·the 2Dethc:>c!. user:! to .evaluate tha 
s qovernad ~yaxia~in; FAR 
ay ba usad if.app:c:>priata. in 
n; aa a deviation is c~tained in . . 

Tha ~•mer ~um, a~ject: DLA-AC t.tter No. AC-10-0I, teas 
Ratiq A4justme ," dated Fabru ry t, 1JJO, shoul4 ~· reviaed to 
~· ccnsistent th the above. ·-. . 
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Eleanor •· lpe oZ. .: - . • 
_ Depl:ty Asai1tant leeretazy of 

Defense fo:' Procuremen-t~ 

cc: IAF/AQCP -. 

-~;:,. 


