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7540/1999-0020


1 May 00

MEMORANDUM FOR ASSISTANT SECRETARY OF THE NAVY (RESEARCH,

                                              DEVELOPMENT AND ACQUISITION)

                                         DEPUTY CHIEF OF NAVAL OPERATIONS

                                              (LOGISTICS) (N4)

Subj:

INDEPENDENT LOGISTICS ASSESSMENT PROCESS (1999-0020)

Ref:
(a)
SECNAV Instruction 7510.7E, “Department of the Navy Internal Audit”

Encl:
(1)
Draft of Subject Report

1.  Enclosure (1) provides results of the subject audit.  Recommendation 1 is addressed to the Assistant Secretary of the Navy (Research, Development and Acquisition).  Recommendation 2 is addressed to the Deputy Chief of Naval Operations (Logistics) (N4).   

2.  In accordance with reference (a), you should provide written responses to the recommendations in the report within 30 days of the date of this letter.  The responses should specify whether you concur or do not concur with the audit finding and recommendations.  Concurrences should describe appropriate corrective actions and provide target completion dates.  Nonconcurrences should explain the reasons for disagreement.

3.  To obtain information or clarification regarding enclosure (1), contact Mr. Steve Huston, the Project Manager for this report, at DSN 288-6033 or commercial (202) 433-6033.  Please address all correspondence to Mr. Huston at the address above.

4. We appreciate the cooperation and courtesies extended to our auditors.
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.Executive Summary

Overview and Conclusions

In support of the Assistant Secretary of the Navy (Research, Development and Acquisition) (ASN [RD&A]), the Deputy Chief of Naval Operations (DCNO) for Logistics (N4) provides for review of Integrated Logistics Support planning, management, resources, and execution.  DCNO (N4) oversees the Navy’s Independent Logistics Assessment (ILA) process and validates its implementation by Program Executive Offices (PEOs) or Systems Commands (SYSCOMs).   The Navy established the ILA process to bring attention and/or resources to logistics areas that needed more emphasis.  The Navy intended that the process provide quality and timely information to decision authorities regarding adequacy of logistics support.  Fully informed decisions are necessary for the acquisition community to achieve strategic goals in the ASN (RD&A) 1999-2004 Strategic Plan, such as improving business processes and warfighter satisfaction.


 DCNO (N4) became concerned regarding the uneven application of the ILA process and requested that the Naval Audit Service review the Navy’s ILA process.  This report documents the results of our audit.  We focused on Navy acquisition policy regarding logistics assessments and certifications of Integrated Logistics Support adequacy, responsibilities outlined in ILA policy, and PEO and SYSCOM procedures to implement ILA policy.  We reviewed compliance with ILA policy and assessed the effectiveness of ILA process implementation.  The transactions and events reviewed occurred between December 1993 and February 2000.


We found that PEOs and SYSCOMs did not always comply with the ILA policy requirement to perform ILAs.  However, when ILAs were done, they were mostly compliant with required steps.  Overall, noncompliance was minor and did not impact the effectiveness of the ILAs we sampled.  DCNO (N4) staff was unable to comply with its requirement to ensure that the ILA process resulted in fully supported systems.  The ILA process can only provide information to decision-makers.

We determined that the ILA process was not effectively implemented.  PEOs and SYSCOMs did not perform a significant number of ILAs, and did not always disclose results or the basis of logistics certifications to decision authorities.   Procedures to implement the process were not formalized, validated, or complete.  Without timely and quality ILA results and/or knowing the basis of logistics certifications, decision authorities could not make fully informed decisions.  The Navy’s ineffective implementation of the ILA process represented a material management control weakness.  In our judgment this adversely impacted the achievement of ASN (RD&A) strategic goals. 


We concluded the causes of ineffective implementation of the process included a lack of coordination between Navy acquisition policy and ILA policy, between ILA policy and ASN (RD&A) established responsibilities, and weaknesses in ILA policy itself. Ambiguous language and vague references in the policy documents did not support effective implementation and implied that performing ILAs was optional.  ILA policy did not provide for a timely and effective assessment prior to initial operational capability, and did not clearly articulate the desired outcome of the ILA process or the full scope required of individual implementation procedures. 
Corrective Actions


We recommended that ASN (RD&A) revise Navy acquisition policy.  Revisions should establish the desired outcome of the ILA process and clarify requirements to perform ILAs, to use implementation procedures validated by DCNO (N4), and to base logistics certifications on ILA results.  We also recommended that DCNO (N4) revise ILA policy.  Revisions should clearly articulate the ASN (RD&A) desired outcome of the process, and provide guidelines for a more effective assessment prior to initial operational capability.   Additionally, revisions should address the full scope of individual PEO or SYSCOM implementation procedures (overall ILA management and associated responsibilities), and explain all actions necessary to validate procedures to implement ILA policy.  

Section A

 Introduction
Background


In 1983, the Navy established a Logistics Review Group branch with a dedicated staff and team leaders under the direction of the Chief of Naval Material.  The Logistics Review Group reviewed and certified the adequacy of Integrated Logistics Support (ILS) planning, management, and execution for Acquisition Category I and II programs and selected Acquisition Category III programs.  In 1985, the Navy disestablished the Naval Material Command and transferred the Logistics Review Group function to the Deputy Chief of Naval Operations (DCNO) for Logistics (N4).


As a result of the Navy’s reorganization in 1993, and criticism about the existing Logistics Review Group process, the Navy acquisition community and DCNO (N4) developed a new logistics assessment process.  They developed the Independent Logistics Assessment (ILA) process to:

· Provide “an expert second opinion.”

· Bring focus and/or resources to logistics areas that needed more emphasis.

· Provide quality and timely information to decision authorities regarding adequacy of ILS.

ILAs should be as independent as possible.  ILA team leaders should be independent of the program undergoing assessment.  DCNO (N4) promulgated the ILA process through Secretary of the Navy (SECNAV) Instruction 4105.1 on 30 May 1996.  The ILA process designated responsibility for all aspects of the logistics review process for all Acquisition Category programs to the cognizant Program Executive Office (PEO) and Systems Command (SYSCOM). 


Increasing the quality of logistics support is a measure of success in the Assistant Secretary of the Navy (Research, Development and Acquisition) ASN (RD&A) 

1999-2004 Strategic Plan.  In April 1998, a Naval aviation community study reported 

that systems were reaching initial operating capability without adequate ILS.  Considering this, and based on informal observations, DCNO (N4) became concerned regarding the uneven application of the ILA process.  In August 1998, DCNO (N4) requested that the Naval Audit Service review the Navy’s ILA process.

Objective

The audit objective was to evaluate compliance with ILA policy, and assess the adequacy and effectiveness of the ILA process.

Scope


We performed an audit of the Navy’s ILA process.  The ILA process was overseen and validated by DCNO (N4), and executed by the PEOs and SYSCOMs.  The review focused on:

· Navy acquisition policy regarding logistics assessments and certifications of ILS adequacy.

· Responsibilities outlined in ILA policy (SECNAV Instruction 4105.1).

· PEO and SYSCOM implementation procedures established to manage and perform assessments.

We reviewed compliance with ILA policy and assessed the effectiveness of the ILA process to provide quality and timely information to decision-makers so that fully informed decisions could be made.


We performed audit work between 29 April 1999 and 1 May 2000.  We concentrated on Acquisition Category program events (decision milestones, low rate initial production, initial operational capability, and full operational capability) that should have prompted ILAs between June 1996 and June 1999.  We evaluated related transactions and events that occurred between 21 December 1993 and 14 February 2000.


We performed audit work in the offices of ASN (RD&A), DCNO (N4) and the Logistics Divisions, affiliated PEOs, Program Directorates, and various program offices of the Naval Sea Systems Command (NAVSEA), Naval Air Systems Command (NAVAIR), and Space and Naval Warfare Systems Command (SPAWAR).  We visited staff responsible for Navy acquisition, acquisition logistics, and logistics assessment policy.  We contacted expert stakeholders in the various elements of ILS, including the Naval Supply Systems Command, Naval Facilities Engineering Command, and Naval Safety Center.  We discussed issues with PEO and SYSCOM logistics managers, personnel responsible for developing procedures to implement ILA policy, and personnel from organizations that provided independent team leaders and qualified assessment teams.  We talked with ILA team leaders.  We met with Milestone Decision Authorities.  We discussed logistics assessment issues with Type Command representatives of the Atlantic and Pacific Fleets.  The Exhibit in this report lists all the activities we contacted or visited.


There were no pertinent prior audit reports during the last 5 years on the subject area on which to perform follow up.

Management Controls


We evaluated NAVSEA, NAVAIR, and SPAWAR internal management control programs for compliance with SECNAV Instruction 5200.35D “Department of the Navy Management Control Program,” as they pertained to the ILA process.  Management Control Program policy no longer required vulnerability assessments; however, maintaining inventories of assessable units was still required.  We found that:

· NAVSEA was not certain, and we could not determine, if the ILA process was an element of its two established logistics assessable units.

· NAVAIR included the function of performing ILAs in its assessable unit inventory, but not the process itself.

· SPAWAR had not yet established the ILA process as an assessable unit, but intended to do so in Fiscal Year 2000.

We did not identify material management control weaknesses other than the conditions noted in the finding of this report.

Methodology


We identified acquisition logistics and ILA process responsibilities and related criteria.  We discussed Navy acquisition and logistics policies with the Special Assistant to ASN (RD&A) for Logistics, and the DCNO (N432) representative in the ASN (RD&A) Policy Writing Group.  DCNO (N432) is responsible for continuous review and coordination of instructions and policy for acquisition logistics.  We assessed the adequacy of criteria.  We determined whether criteria clearly communicated ILA management responsibilities and how it impacted ILA process implementation.  We worked with DCNO (N4) personnel responsible for development of logistics assessment and certification policy.  Because we found that the desired outcome of the ILA process had not been clearly articulated or documented, we worked with DCNO (N432) to establish that metric.  We worked with logistics managers to identify incomplete and undocumented aspects of individual PEO and SYSCOM processes to implement ILA policy. 


We obtained information from SYSCOM acquisition support office data bases, ILA tracking systems, and PEO and program office logistics managers to identify events that should have prompted ILAs between June 1996 and June 1999.  The information obtained was the best available and adequate for the purposes of our audit.  At SPAWAR, we found that most supporting documents and corporate knowledge regarding events prior to December 1997 were not available, primarily due to the relocation of the SYSCOM.   We reviewed ILA-related events at SPAWAR that occurred between December 1997 and June 1999.  We reviewed ILA reports and letters of certification to document that ILAs had been performed.  We reviewed decision meeting minutes and acquisition decision memorandums to document timely disclosure of assessment results and the basis of logistics certifications.  We determined the reasons why ILAs were not performed through discussions with PEO and program office logistics managers. 


We assessed compliance with actions outlined in ILA policy.  Actions included:

· PEOs/SYSCOMs establishing implementation procedures and performing assessments.

· ILS stakeholders designating Logistics Assessment Board members and providing qualified ILA team members.

· DCNO (N4) overseeing and validating implementation of the process.


We evaluated effectiveness of ILAs performed.  We judgmentally sampled one completed ILA from each of the three SYSCOMs and six PEOs that were required to have established their own implementation procedures.  NAVAIR and SPAWAR centrally managed and implemented the ILA process.  NAVSEA managed ILAs for  

non-PEO programs while NAVSEA-affiliated PEOs independently implemented the process.  We selected our sample considering attributes such as how many ILAs were done, reasonably representative methodologies, availability of supporting documents, team composition, and a reasonable mix of hardware and software intensive systems.  We examined the thoroughness of ILA performance and the quality of results.  We analyzed supporting documentation, determined impact of noncompliance, and evaluated methodology to reach conclusions regarding quality of ILA-reported information.  We talked with Milestone Decision Authorities and PEO logistics managers regarding timely disclosure of ILA results and the basis for logistics certifications.


We conducted the audit in accordance with generally accepted government auditing standards.

Section B

Finding and Recommendations

Finding

Implementing Independent Logistics Assessment Process

Synopsis


The Navy did not effectively implement the Independent Logistics Assessment (ILA) process.  Specifically, Program Executive Offices (PEOs) and Systems Commands (SYSCOMs) did not perform a significant number of ILAs, and did not always disclose results or the basis of logistics certifications to Milestone Decision Authorities (MDAs). This was due to a lack of consistency between Navy acquisition and ILA policies, and weaknesses in ILA policy itself.  Navy acquisition policy does not require independent assessments of logistics, and does not require certifications of the adequacy of logistics to be based on them.  ILA policy requires independent assessments, but does not clearly articulate the desired outcome of the ILA process.  Also, the full scope of individual procedures to implement ILA policy is not clearly addressed.  Without ILA results and/or knowing the basis of logistics certifications, MDAs and other decision-makers could not make fully informed decisions.  We believe this adversely impacted the Assistant Secretary of the Navy (Research, Development and Acquisition) (ASN [RD&A]) strategic goals of improving business processes and improving warfighter satisfaction.

Discussion of Details

Pertinent Guidance


ASN (RD&A) is the office of primary responsibility for two instructions that address policy and responsibilities relevant to reviews of Integrated Logistics Support (ILS). 

Secretary of the Navy (SECNAV) Instruction 5000.2B, “Implementation of Mandatory Procedures for Major and Non-Major Defense Acquisition Programs and Major and Non-Major Information Technology Acquisition Programs,” dated 6 December 1996 (Navy acquisition policy), Part 5, “Program Assessments and Decision Reviews,” establishes policies for conducting milestone decision reviews of all Acquisition Category (ACAT) programs.  The instruction states that PEOs or SYSCOM commanders must ensure ILS is reviewed for readiness to proceed, and report the results to the cognizant MDA prior to each milestone decision, initial operational capability (IOC), and full operational capability (FOC).  Each review should encompass all programmatic aspects that affect supportability, logistics, or readiness.  Using criteria provided by the Deputy Chief of Naval Operations (DCNO) for Logistics (N4), the PEO or SYSCOM commander shall certify to the MDA the adequacy of their ACAT programs’ ILS planning, management, resources, and execution.


SECNAV Instruction 5400.15A, “Department of the Navy Research, Development, Acquisition and Associated Life Cycle Management Responsibilities,” dated 26 May 1995 states that the Chief of Naval Operations (CNO) will provide for review of ILS planning, management, resources, and execution.


The Acquisition Logistics Integration Branch of DCNO (N432) is the office of primary responsibility for SECNAV Instruction 4105.1, “Integrated Logistics Support Assessment and Certification Requirements,” dated 30 May 1996.  The instruction establishes policy and metrics for assessment and certification of the adequacy of ILS planning, management, resources, and execution.  The instruction assigns responsibility to perform ILAs for all ACAT programs to the cognizant PEO or SYSCOM commander.  Each PEO or SYSCOM commander is required to establish, document, and maintain procedures for ILS assessments and ensure each assessment is conducted accordingly.  ILA policy further states that DCNO (N4) is responsible to oversee the ILA process, validate each PEO or SYSCOM commander’s ILS assessment process to implement ILA policy, and ensure that the process results in fully supported systems at IOC.

Audit Results

Making Informed Decisions and

Achieving Strategic Goals


Decision authorities could not make fully informed decisions without knowing what logistics certifications represented.  Due to policy inconsistencies and weaknesses, PEOs and SYSCOMs did not perform a significant number of ILAs, did not always disclose results or the basis of logistics certification to decision authorities, and did not establish complete procedures to fully implement ILA policy.  In our judgment, the Navy’s ineffective implementation of the ILA process represents a material management control weakness.


Navy acquisition policy requires certain core activities be addressed at milestone decision meetings, including supportability.  Navy acquisition policy states that recommendations to the MDA should consider logistics factors in balance with other major decision factors.  The MDA is required to rigorously evaluate these matters before making a program decision.


Goals in the ASN (RD&A) 1999-2004 Strategic Plan include improving business processes and warfighter satisfaction through a variety of strategies.  The measures of success for achieving these goals include increasing the quality of logistics support by increasing the percentage of logistics elements in place at product IOC.  We agree that fully informed decisions regarding system supportability are necessary in an integrated acquisition process to achieve those strategic goals.

ILAs Not Performed


PEOs and SYSCOMs did not perform a significant number of ILAs.  ILA policy (SECNAV Instruction 4105.1) requires assessments prior to acquisition decision milestones, certain low rate initial production (LRIP) decisions, IOC, and FOC.  We determined that during the period June 1996 through June 1999 (December 1997 through June 1999 for the Space and Naval Warfare Systems Command (SPAWAR)), there were 179 such program events that should have prompted an ILA.  Of those, 80 (45 percent) of the required ILAs were not done (see Figure 1).  ILAs were not done for events of programs at all ACAT levels.

[image: image8.png]



Figure 1


PEO and SYSCOM logistics managers are responsible for managing implementation of the ILA process.  In most cases, logistics managers told us they made decisions that some programs and events were exceptions to ILA policy.  Reasons they provided for making these decisions included: Joint Service Programs that had a decision authority by another service, programs that started at Milestone (MS) III or were Congressionally mandated, and programs for which a PEO or MDA had waived the ILA requirement.  However, ILA policy and PEO or SYSCOM implementing procedures did not identify any exceptions, nor was there a mechanism in place or criteria established to address ILA exceptions.  
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Figure 2


Navy-wide, the largest number of ILAs not done was prior to IOC (see Figure 2).  In most of these cases, logistics managers told us they were either unaware of the requirement to conduct ILAs prior to IOC, or had concluded that the usefulness or meaningfulness of an ILA at that point in time was questionable.  In their judgment, IOC was not a decision event and it was too late in the acquisition process to correct deficiencies or remedy funding shortfalls.


The Naval aviation community recognized these ILA process weaknesses in April 1998.  By March 1999, the Aviation Maintenance and Supply Readiness Team had coordinated with DCNO (N432) and established an alternative concept known as the IOC Supportability Review (IOCSR).  The IOCSR is an executive level review of all Naval Air Systems Command (NAVAIR) ACAT programs 2 years prior to IOC.  The IOCSR improves communication with the fleet customer regarding ILS status prior to fleet introduction of systems.  It highlights any changes in supportability that have occurred since the Milestone III decision.  Based on IOCSR results, the Aviation Maintenance and Supply Readiness Team resolves support issues or recommends actions to the program manager or sponsor such as delaying IOC or obtaining additional ILS funding.  DCNO (N432) staff endorsed the IOCSR as an alternative to ILAs prior to IOC because IOCSR provided a more timely assessment, an opportunity to correct deficiencies or remedy funding shortfalls, and a decision opportunity that included participation by the fleet.  DCNO (N432) believes the IOCSR may be a valuable tool for other communities as well, and told us that ILA policy allows PEOs and SYSCOMs to employ such a concept. 
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Figure 3


All of the ILAs not done for events of ACAT I and II programs, and most for ACAT IV programs, were at NAVAIR (see Figure 3).  Also, NAVAIR accounted for the largest number of ILAs not done for Milestone I, Milestone II, LRIP, and Milestone III events (see Figure 4).  In fact, most ILAs not done Navy-wide (45 of 80, or 56 percent) were at NAVAIR.  When we took into consideration the different SYSCOM portions of the 179 ILA events we reviewed, the results were proportionately the same. 
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Figure 4

NAVAIR logistics managers told us they had made similar decisions that some programs and events were exceptions to ILA policy.  However, we also determined that NAVAIR implementation of ILA policy had evolved significantly over time.  Current procedures had not been formalized and ILA management responsibilities were unclear.  Consequently, NAVAIR control of its implementation procedures was compromised.  (See the “Implementation Procedures” section of this report for details.)

Disclosure to Decision-makers


We found disclosure was a problem at all three SYSCOMs and at all ACAT levels.  According to DCNO (N432), the desired outcome of the ILA process is to provide timely and quality information to decision-makers.  For this to occur, ILAs must be performed effectively, and the results and basis of logistics certifications should be disclosed to the MDA in a timely manner.  To determine effectiveness of ILAs that were performed, we focused on the quality of ILA performance and results, and disclosure of information to the MDA.


First, we judgmentally sampled one completed ILA from each of the three SYSCOMs and six PEOs that were required to have established their own procedures to implement ILA policy.  We analyzed supporting documentation, determined impact of any noncompliance, and evaluated thoroughness of assessment methodology.  Based on our sample, we determined that overall these ILAs had been effectively performed.  Assessment methodologies were thorough and adequate efforts were made to produce quality results.  Examples of noncompliance with ILA policy were minor and did not impact effectiveness of the ILAs we sampled.


Second, we met with MDAs and logistics managers to evaluate timely disclosure of ILA results and the basis for logistics certifications.  We examined chronologies of ILA and milestone decision events and documents.  We reviewed disclosure actions as they pertained to ILAs that we sampled.


ILA and certification information provided at decision meetings was often incomplete.  Three of the four MDAs at NAVAIR PEOs were not aware of the basis for logistics certifications provided to them.  Chronologies of ILA and milestone decision event documentation at SPAWAR indicated that timely disclosure to MDAs had not always occurred.  Due to administrative delays, ILA reports, certification letters, and Plan of Action and Milestones were often signed and dated months after the milestone decision.  ILA certification letters were viewed as historical documents rather than vehicles for disclosure.  There was no other mechanism to document if a timely certification had been provided.


One milestone decision we reviewed preceded completion of the ILA.  The SYSCOM performed a “quick look” ILS review because the milestone event and ILA requirement were not identified until days before the decision meeting.  They found no discrepancies and certified ILS as “green.”  The milestone decision occurred on schedule.  However, an ILA completed about a month later reported eight ILS discrepancies.  The certification letter and the Plan of Action and Milestones were issued about 3 months after the milestone decision.  The logistics manager did not consider the eight discrepancies to be major issues.  However, none of the discrepancies had been identified before the milestone decision.  Had there been a major issue, it could not have been disclosed to facilitate a fully informed decision.


Another ILA team recommended conditional logistics certification for an ACAT I  program contingent upon resolution of five major issues.  According to the ILA team, the major issues needed to be resolved prior to the Program Decision Meeting.  The PEO logistics manager did not generate a Plan of Action and Milestones to address these issues and no action was taken.  The MDA for this ACAT I program was the Undersecretary of Defense (Acquisition, Technology and Logistics).  The program manager was responsible to prepare ASN (RD&A) for the decision meeting with the Undersecretary.  The PEO logistics manager told us the ILA results and corresponding conditional logistics certification were not briefed to ASN (RD&A).       

Implementation Procedures

      PEOs and SYSCOMs did not promulgate specific procedures to implement ILA policy, or their implementation procedures were incomplete.  We found that of the nine PEOs or SYSCOMS, one had no procedures, three had only draft procedures, and five had established and documented their official implementation of ILA policy.  Of those five, DCNO (N432) had validated only two.  

     We reviewed all written implementation procedures.  We found that these instructions or desk guides addressed the steps to perform assessments, but did not include:

· An overall process and associated responsibilities to manage ILAs.

· Any mechanism or criteria for making decisions regarding exceptions.

· Responsibilities to disclose ILA results to the MDA, the methodology used to get the results, and what the information represented.

We found that the two implementation procedures validated by DCNO (N432) did not adequately address overall ILA management issues.

      We also found that NAVAIR implementation of ILA policy had evolved significantly over time.  Originally, NAVAIR-affiliated PEOs agreed that a central ILA group would perform all assessments.  However, we found that when logistics managers requested an ILA not be done, or opted to perform a self-assessment, the ILA group would defer to them and stand down.  We determined most PEO self-assessments were not in compliance with ILA policy and often were not done after the request was made.  NAVAIR ILA implementation procedures only address the ILA group responsibilities.  PEOs at NAVAIR had not established their own ILA implementation procedures.  Current procedures had not been formalized and ILA responsibilities were unclear.  Most MDAs and managers in the NAVAIR logistics chain of command were not aware of the current informal ILA management procedures at the SYSCOM.  NAVAIR control of implementation procedures was compromised and many program events did not prompt ILAs.

Policy Weaknesses

      We determined that a lack of consistency between Navy acquisition policy and ILA policy, between ILA policy and ASN (RD&A) established responsibilities, and weaknesses in ILA policy itself all contributed to the described conditions.

      We found inconsistencies between Navy acquisition and ILA policies.  Navy acquisition policy (SECNAV Instruction 5000.2B) states that PEOs and SYSCOM commanders are responsible for ensuring ILS is reviewed and for reporting results to the MDA.  However, the instruction does not state that “independent assessments” of logistics are required, does not mention “ILAs,” and does not specify the basis of a logistics certification.

      Acquisition policy also states that PEOs and SYSCOM commanders must certify to the MDA the adequacy of ILS using criteria provided in SECNAV Instruction 4105.1 (ILA policy).  That criteria provided, regarding certifications to the MDA, is limited to definitions of the green, yellow, and red certification color codes.

      Acquisition policy further states that CNO is responsible for validating the PEO and SYSCOM commander ILS assessment process.  Though unclear, we believe this is a reference to PEO or SYSCOM procedures to implement the ILA process.  However, acquisition policy does not require PEOs and SYSCOMs to have their assessment process validated by CNO or to use a CNO-validated assessment process to review ILS and certify ILS adequacy to the MDA.

      In our judgment, the use of vague and ambiguous language in Navy acquisition policy (SECNAV Instruction 5000.2B) does not support effective implementation and implies that performing ILAs is optional.  According to the SECNAV Policy Writing Group representative in DCNO (N432), the intention was to refer to the ILA process in a vague manner and rely on the PEOs and SYSCOMs to make the right management decisions.  During discussions with DCNO (N432) staff and the ASN (RD&A) Special Assistant for Logistics, all agreed that a clarification of Navy acquisition policy in reference to the ILA process was necessary. 

      ILA policy (SECNAV Instruction 4105.1) states that SECNAV Instruction 5400.15A “requires ILS be assessed independently and that this assessment be the basis for ILS certification.”  That reference is incorrect.  SECNAV Instruction 5400.15A merely states that CNO is responsible to provide for review of ILS planning, management, resources, and execution.

      Whether or not PEOs and SYSCOMs are required to or choose to implement the process, ILA policy does not clearly articulate the full scope that is required of individual implementation procedures.  PEOs and SYSCOMs are required to establish, document, and maintain a process/procedure for ILS assessments and ensure each assessment is conducted accordingly.  Though not mentioned in the instruction, the script for the DCNO (N432) ILA training package acknowledges that SECNAV Instruction 4105.1 “provides great latitude to the acquisition community” and “only addresses the ‘what’ and leaves the ‘how’ to the ingenuity of” each PEO and SYSCOM.  During the course of our audit, we requested DCNO (N432) to provide clarification of ILA policy intent regarding PEO or SYSCOM decisions not to perform ILAs (exceptions) and logistics certification responsibilities.  DCNO (N432) responded that these were the types of issues that should be addressed in PEO and SYSCOM implementation procedures.       

      ILA policy reiterates the Navy acquisition policy requirement that DCNO (N4) is responsible for validating PEO and SYSCOM implementation procedures, but again does not require that PEOs and SYSCOMs submit their procedures to DCNO (N4) for validation, and does not explain the validation process.


ILA policy does not provide for an effective assessment prior to IOC.  The aviation community has addressed this weakness by implementing an alternative concept.  Their IOC Supportability Review allows for timely correction of deficiencies or remedies of funding shortfalls, and includes an executive level decision opportunity.  DCNO (N432) has endorsed this alternative.  PEOs and SYSCOMs need guidelines to develop and implement similar, more timely, and effective supportability reviews prior to IOC.

      The desired outcome of the ILA process is not defined in acquisition or ILA policy.  Though ILA policy states that it establishes metrics, in our judgment, the fundamental information necessary for PEOs and SYSCOMs to effectively implement ILA policy is missing.  In order to assess effectiveness of the ILA process (our audit objective), we needed to identify the desired outcome of the process and establish a performance measurement, or metric.  We found the nearest description of a desired outcome was the DCNO (N432) responsibility to ensure “the process results in fully supported systems at IOC.”  DCNO (N432) told us that they were unable to comply with that requirement because the ILA process could not ensure fully supported systems.   According to DCNO (N432), all the ILA process can do is provide timely and quality information to decision-makers.  

Recommendations

We recommend that:

1. ASN (RD&A) revise Navy acquisition policy to clearly state:

(a) Whether or not performing independent assessments of logistics is a



 requirement, and is the basis for logistics certification.

(b) The desired outcome of the ILA process.

(c) Whether or not use of a CNO-validated assessment process (ILA implementation procedures) is required.

2. DCNO (N4) revise ILA policy to:

(a)
Clearly articulate the ASN (RD&A)-desired outcome of the ILA process.

(b) Clarify that the full scope of individual PEO or SYSCOM implementation




procedures should include overall management of ILAs and all associated




responsibilities.

(c) Clearly define submission of PEO and SYSCOM individual ILA




implementation procedures to DCNO (N432) for validation.

(d) Provide guidelines for PEO or SYSCOM development and implementation of a more timely and effective supportability review and decision opportunity prior to IOC. 

Section C

Status of Recommendations and Potential Monetary Benefits
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Revise Navy acquisition policy to clearly state:

(a) Whether or not performing independent assessments of logistics is a requirement, and is the basis for logistics certification

(b) The desired outcome of the ILA process

(c) Whether or not use of a CNO-validated assessment process (ILA implementation procedures) is required  
O
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Revise ILA policy to:

(a) Clearly articulate the ASN (RD&A)-desired outcome of the ILA process

(b) Clarify that the full scope of the individual PEO or SYSCOM implementation procedures should include overall management of ILAs and all associated  responsibilities

(c) Clearly define submission of PEO and SYSCOM individual ILA implementation procedures to DCNO (N432) for validation

(d) Provide guidelines for PEO or SYSCOM development and implementation of a more timely and effective supportability review and decision opportunity prior to IOC


O
DCNO (N4)























Exhibit

Commands/Activities Visited or Contacted 

Command/Activity





                Location


Assistant Secretary of the Navy (Research, Development
Washington, DC

and Acquisition)

      -    Business Management and Policy Resources (ABM-PR)
Washington, DC
      -    Planning, Programming, and Resources (PPR)


Washington, DC
Assistant Secretary of the Navy (Installations and Environment)
Washington, DC

Assistant Secretary of the Navy (Manpower and Reserve Affairs)
Washington, DC

Chief of Naval Operations





Washington, DC

-    Manpower/Personnel (N1)




Washington, DC 

-    Logistics (N4)






Washington, DC

· Industrial Capability, Maintenance Policy, and 

Washington, DC

Acquisition Logistics Division (N43)


· Industrial Facilities, Policy, and Resources

Washington, DC

    (N431)

· Navy Logistics Acquisition and Assessment

Washington, DC

  (N432) 

· Naval Facilities Engineering Division (N44) 

Washington, DC 

· Environmental Protection, Safety, and Occupational

Washington, DC

    Health Division (N45)

· Space Information Warfare Command (N6)


Washington, DC

     -     Director of Training (N7)




Washington, DC

-
Resources, Warfare Requirements and Assessments (N8)

Washington, DC
Chief of Naval Education and Training 



Pensacola, FL

Commander, Naval Sea Systems Command



Arlington, VA
-     Program Executive Office for Expeditionary Warfare 

Arlington, VA

 [PEO (EXW)]

· Rolling Airframe Missile (RAM)/Phalanx Program 

Arlington, VA

  Office (PMS 472)

· Combat Systems Training Program Office


Arlington, VA

 (PMS 430)

· Support Ships, Boats, and Craft Program 


Arlington, VA

 Management Office (PMS 325)

· Logistics Management Office (PMS 306)


Arlington, VA

-     Program Executive Office for Carriers



Arlington, VA


 [PEO (CV)]

· Next Generation Nuclear Aircraft Carrier (CVX)

Arlington, VA

  Program Office (PMS 378)

‑
Program Executive Office for Mine Warfare


Arlington, VA


[PEO (MIW)]

· Logistics Management (L)




Arlington, VA

· Airborne Mine Countermeasures Program


Arlington, VA

  Office (PMS 210)

‑
Program Executive Office for Undersea Warfare


Arlington, VA


[PEO (USW)]

· Logistics Management (L)




Arlington, VA

· Undersea Defensive Warfare System Program

Arlington, VA

 (PMS 415)

 -   Devices and Auxiliary Division (PMS 415D)


Arlington, VA

-   Program Executive Office for Theater Surface


Arlington, VA

          Combatants [PEO (TSC)]

· Performance Analysis Branch (PMS 422F3)


Arlington, VA 

· Naval Surface Fire Support Program (PMS 429)

Arlington, VA

-
Program Executive Office for Submarines [PEO (SUB)]

Arlington, VA

-
Program Executive Office for 21st Century Destroyer

Arlington, VA

 [PEO (DD21)]

· Fleet Introduction and Life Cycle Support


Arlington, VA

  Department (PMS 500-F)

· Technical/TSSE Department (PMS 500-T)


Arlington, VA

-
Management Services Division (SEA-00C1)


Arlington, VA

-
Logistics, Maintenance, and Industrial Operations 

Arlington, VA

 (SEA-04)


-   Fleet Logistics Support (SEA-04L)



Arlington, VA

-   Acquisition Logistics Division (SEA-04L2)

Arlington, VA

· Process Innovation Branch (SEA-04L25)

Arlington, VA

‑   Radiac Program Office (SEA-04LR)


Arlington, VA

-
Integrated Warfare Systems (SEA-05)



Arlington, VA

· Auxiliary and Crew Systems (SEA-05L)


Arlington, VA

· Environmental Programs (SEA-05L1)


Arlington, VA

· Damage Control and Fire Protection (SEA-05L4)

Arlington, VA

· Ship Research and Development Group (SEA-05R)
Arlington, VA

· Corporate Research and Development
 
Arlington, VA

Division (SEA-05R1)

-
Naval Systems Support Group




Norfolk, VA

-
Naval Surface Warfare Center, Carderock Division 

West Bethesda, MD

· Survivability, Structures, and Materials                  

West Bethesda, MD

 Directorate (NSWCCD 60)


-
Surface Ship Directorate (SEA-91)



Arlington, VA

-   Acquisition Support Office (SEA-91Y)


Arlington, VA

-
Submarine Directorate Staff (SEA-92)



Arlington, VA

· Logistics and Information Management Division 

Arlington, VA

 (SEA-92L)

· Acquisition Logistics In-Service Combat Systems/

Arlington, VA

New Development Branch (SEA-92LA)







Commander, Naval Air Systems Command



Patuxent River, MD
-
Air 1.0 Program Management




Patuxent River, MD

· Planning and Management (1.1)



Patuxent River, MD

· Aircrew Systems Program (PMA 202)


Patuxent River, MD

· Aviation Training Systems Program (PMA 205)

Patuxent River, MD

· Support/Commercial Derivative Aircraft Program

Patuxent River, MD

 (PMA 207)


‑    Air Combat Electronics Program (PMA 209)


Patuxent River, MD


-
Air Traffic Control and Landing System Program

St. Inigoes, MD

      (PMA 213)



-
H-3/T-2 Program (PMA 225)
Patuxent River, MD


- 
H-46 Program (PMA 226)
Patuxent River, MD


- 
Tactical Training Ranges Program (PMA 248)

Patuxent River, MD


- 
Aircraft Launch and Recovery Equipment Program
Patuxent River, MD


      (PMA 260)


-
Global Positioning System Program (PMA 187)

Patuxent River, MD

-
Program Executive Office for Tactical Aircraft


Patuxent River, MD

 Programs (PEO-T)


-    Conventional Strike Weapons Program (PMA 201)

Patuxent River, MD


-    EA-6 Program (PMA 234)




Patuxent River, MD


-    F-14 Program (PMA 241)




Patuxent River, MD


-    Advanced Tactical Aircraft Protection Program 

Patuxent River, MD


      (PMA 272) 


-
Program Executive Office for Cruise Missiles


Patuxent River, MD

 and Joint UAV Project (PEO-CU)

· Cruise Missile Weapons System Program (PMA 282) 
Patuxent River, MD

-
Program Executive Office for Air Anti-Submarine 

Patuxent River, MD

 Warfare (ASW), Assault, and Special Missions Programs

 (PEO-A)


-
Special Missions Programs (PEO-A)



Patuxent River, MD

· A/V Weapon Systems Program (PMA 257)


Patuxent River, MD

· H-53 and Executive Transport Helicopter (PMA 261)
Patuxent River, MD

· Air Anti-Submarine Warfare Systems Program 

Patuxent River, MD

 (PMA 264)








· E-6A/B Program (PMA 271)



Patuxent River, MD

· H-1 Program (PMA 276)




Patuxent River, MD

· Maritime Patrol Aircraft Program (PMA 290)

Patuxent River, MD

· Multi-Mission Helicopters Program (PMA 299)

Patuxent River, MD

-
Program Executive Office for Joint Strike Fighters

Patuxent River, MD

 PEO (JSF)

-
Air 3.0 Logistics





Patuxent River, MD

· Logistics Management (3.1)




Patuxent River, MD

· Navy Managed Programs (3.1.4)



Patuxent River, MD

· Logistics Support (3.6)




Patuxent River, MD

· Logistics Policy, Process, and Maintenance 

Patuxent River, MD 

Technology (3.6.1)

· Integrated Logistics Assessment (ILA) Branch 
Patuxent River, MD

(3.6.1.2)

Commander, Space and Naval Warfare Systems Command

San Diego, CA


-
Installations and Logistics (04)




San Diego, CA

· Logistics (04L)





San Diego, CA

-
Program Directorate for Information Support


San Diego, CA

 Systems (PD 15)

· Global Command Control System (PMW 157)

San Diego, CA

-
Program Directorate for Information Warfare


San Diego, CA

 Systems (PD 16)

-
Program Directorate for Communication Systems

San Diego, CA

 (PD 17)

-
Program Directorate for Intelligence, Surveillance,
          
San Diego, CA

 Reconnaissance Systems (PD 18)


-
Office of Deputy Commander (00A)



San Diego, CA

-   Acquisition Reform (00A-AR)



San Diego, CA

-    SPAWAR Systems Center (SSC)




San Diego, CA

· Fleet Engineering Department (D6)



San Diego, CA

-
Test and Installation Management Division (D61)
San Diego, CA


-
Acquisition Logistics and Installation Support
San Diego, CA



Branch (D613)

Commander, Naval Supply Systems Command


Mechanicsburg, PA
-
Fleet Logistics Operations 04(B2N)



Mechanicsburg, PA


Commander, Naval Facilities Engineering Command


Washington, DC

Commander in Chief, U.S. Atlantic Fleet



Norfolk, VA

Commander, Naval Surface Force U.S. Atlantic Fleet


Norfolk, VA

·  Material Maintenance Division (N4)



Norfolk, VA

-
C41 and Combat Systems (N6)




Norfolk, VA

· Warfare Coordinator (N65)




Norfolk, VA

-
Requirements, Readiness, and Assessment (N8)


Norfolk, VA

Commander, Submarine Force U.S. Atlantic Fleet


Norfolk, VA


-
Force Maintenance and Material Logistics (N4)


Norfolk, VA


-
Force Material Environmental, Occupational, Safety,

Norfolk, VA

 

Health, and Shore Intermediate Maintenance Activity


 (SIMA) Management (N40) 
·  Supply and Financial Management (N41)


Norfolk, VA
·  Combat Systems (N42)




Norfolk, VA 

-
Command Control Communications (N6)


Norfolk, VA

· Communication Readiness Training Officer (N63)

Norfolk, VA

Commander, Naval Air Force U.S. Atlantic Fleet


Norfolk, VA

Commander, Naval Surface Force U.S. Pacific Fleet


San Diego, CA


-
Maintenance and Engineering Department (N43)


San Diego, CA


-
Force Supply and Financial Management (N41)


San Diego, CA

Commander, Naval Air Force U.S. Pacific Fleet


San Diego, CA


-
Force Aircraft Material (N42)




San Diego, CA

-
Force Ship Material (N43)




San Diego, CA
Naval Safety Center






Norfolk, VA
Naval Warfare Assessments Station




Corona, CA

· Quality Assessments





Corona, CA

Audit Team Members

     The staff of the Assistant Auditor General,

     Acquisition and Logistics Audits produced this

     report.  Naval Audit Service personnel who

     contributed to the report are listed below. 

     Steve Huston                        Stefanie Hyder 

     Kevin Christensen                Tonya Kulenguski

     Robert Cross                         William Wiley 

     Jeffrey Dye
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