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Resource Allocation and Management

The existing DoD system for developing total resource levels {funds. and
manpower) and for allocating and managing them starts in the Fall of each
year with the drafting of Policy Guidance and continues through vafious phases
for up to 10 years, until appropriated funds are fully expénéed. As & result,

there are always several phases underway at any time.

There are a number of regularized processes dealing with individual
elements of the total, such as the Sefense Systems Acquisition Review Council
(DSARC). The National Foreign Intelligence Guidance and programs are reviewed
under supervision from the Director for Central Intelligence, but follow
roughly analogous steps. These act as each situation requires, their impact on
the overall process depending on the state that process is in. .lnput is

provided from OMB, the NSC and the President.

To provide a perspective on the sequence and timing of events, the
following Tists the major phases of the annual cycie now just getting underway.

Attachments- address these in more detail:

Early 1981: Drafting, coordinating and issuing Consolidated (Policy,
Program and Fiscal) Guidance {CG) to Defense Components

{Military Departments and Defense Agencies).

May 1981: Submission to 0SD of Program Objective Memoranda (POM's) by the

Components in response to the CG.



Jun-Jul 1981:

August 1981:

Sep 1981:

Oct-Dec 1G68]1:

Jan 1982:

Feb-Sep 1982:

Sep 1982:

Review of issues raised in the PCOM review and issuance of

Program Pecision Memoranda (POM's); and after appeals,

Amended PDM's (APDM's).

Budget Guidance {Program and Fiscal) to Defense Components

based on the ADPM's and on latest economic {pricing) assumptions,

Budget submissions %rom Components to 0SD for joint OMB/0OSD

review,

Budget scrub of Component proposals; issuance of budget
decisions; appeals; Sec Def major issue meetings with Military
Departments; Sec Def meeting with President and printing of

Budget.

Press Briefing and submissian of Budget and Defense Report to

Congress. .

Testimony before Congressional Committees, response to Hill

staffs, %érk-upvef and Conference/passage of: 1ist (in
April) and 2nd (in September) Budget Resolutions; major
DoD and Military Construction Authorization {May) and

Appropriation {September} Bills.

Issuance of fund authoriéations; development of monthly
Obligation/Outlay pians; consideration of reprograming actions
among and within appropriations; reporting as required to
Congress; and execution of contract and in-house programs.
This pericd ranges from one year for Pay and Operations

appropriations to five years for Shipbuilding.




Q/ The Defense Resources Board is the principal forum for airing and resolving
;Affs 0SD staff differences on programs and priorities from & requirements viewpoint.
The DRB is comprised of:

Chatirian: Deputy Secretary of Defense

. Permanent Members: USD{R&L}, USQ(P), ﬂSD{C}, ASD(MRA&L). ASD(PALE}
Ex Officio: Chajrman, JCS

Associate Members: ASD(C31), ASD(ISA), ASD(HA}, Advisor for NATO Affairs,
and a representative ¢f the Director, OMB.
Associate members participate by invitaticn of the chairman., On occasion,
representatives of the Military Services may be invited by the chairman as

observers.,

The Defense Systems Acquisition Review Council (DSARC) acts as the top
‘|./ level DoD corporate body for system acquisition, providing advice and assis-

tance to the Secretary of Defense. The DSARC is comprised of:

Chairman: Defense Acquisition Executive - USD{R&E)
Permangnt Members: USD{P)*, USD(R&E), ASD{C)}, ASD{MRA&L}, ASD(PA&L),

Chairman, JCS*

Principal Advisors: ASD{C31), Advisor for NATO Affairs, DUSD(R&E)AP,

and others as specified in DoDI 5000.2.

The Cost Analysis Improvement Group {CAIG), acts as the principal

advisory body to the DASRC on matters related to cost.

‘.-\ * or a specifically designated representative.
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Major issue {reclaia} mectings with the Military Departments and wrap-
up meetings prior to issuance of guidance, of APDM's and of Budget Decisions,
or to p;esentatéans to the President are normally chaired by the Secretary.
Meetings with the President tied to the cycle are normally held in June

after OMB's Spring Review, and in December as the budget process concludes,

Staff Responsibilities

The ASD(Comptroller) is responsible for the design’cf, and the automated
data base for the entire PPBS; budget justifitatiaﬂ/executéan phases are also
the responsibility of the Comptroller, who assigns responsibility for follow-
up on and reporting required by DoD and Congressional review ¢f Programs and

Budgets.

The USD{Policy) prepares and coordinates Policy Guidance.

The ASD(PA&E) prepares and cocrdinates Consolidated Guidance, identifies

POM issues for DRB/SecDef consideration.

The USD{R&E) and other ASD's prepare those parts of the PG and (G

appropriate to their functional responsibility.

The 0JCS is responsible for developing the Joint Strategic Objectives Plan
(JSOP) as a statement of military reguirements related to National Security
Policy, and the Joint Program Assessment Memorandum (JPAM} which estimates the

risks associated with SecDef gquidance and component responses to guidance.

The budget “scrub" is directed by the Comptrolier, with viewpoints of 0SD

DRB members and OMB incorporated in, passed to the Secretary or Depuly Secretary



for decision with the Decision Package Sels by which the budget is scrubbed.

Primary responsibility for legislative liaision rests with the ATSD for
Legislative Affairs, with the Comptroller handling liaison with the

appropriations committees.
‘Processes

- Attached are wore detailed descriptions of and a schedule for the

various steps in the internal PPBS process.

,
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PBBS
The JOINT OSD/OMB BUDGET REVIEW

THE COMPTROLLER MISSION |

PPBS IMPROVEMENTS

DRAFT DOD 1 7045.7 ON PPBS

POM REVIEW

PRIORITIZATION DURING THE BUDGET REVIEW
DSARC PROCESS

SUMMARY OF THE CONGRESSIONWAL BUDGET PROCESS
CONGRESSIONAL ACTIONS, FY 80 & FY 81
CONGRESSIONAL HEARINGS '

ACTIONS ON RECOMMEWDATIOWS IN CONGRESSIONAL COMMITIEE REPORTS AKD RELATED
RUTHQRIZATIUN AND APPROPRIATION ACTS

REPORTING REQUIREMECNTS IN CONGRESSIONAL COMMITTEE REPORTS
HAC SURVEYS AND INVESTIGATIONS STAFF |
THE PROCESS OF BUDGET EXECUTION

BUDGET EXECUTION FLEXIBILITIES

BACKGROUND PAPERS
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. containing independent JCS military strateqy advice and recommendations ...,

SUMMARY OF THE DoD PLA®NING, PROGRAMING,
AND BUDGETING SYSTEM (PPBS)

The Assistant Secretary of Defense (Comptroller) is responsible for the
design, installation and maintenance of PPBS (DoDD 7000.1) which includes
responsibility for the establishment, improvement and maintenance of
procedural guidance for PPBS (DoDI 7045.7).

The PPBS 1s a cyclic process containing five distinct, but interrelated,
phases; planning, programing, budgeting, execution and accountability.

In the first three phases prior decisions are re-examined and analyzed

from the viewpoint of the force structure/national security objectives

and the current environment (threat, economic, technological, and resource
availability) and the decisions are either reaffirmed or modified as o
necessary, The cycle for a given fiscal year commences in the month of *' °~
November almost two years prior to the start of that fiscal year. While

the execution phase of that fisce1 year might appear to be completed 35 ..~
wmonths later, in reality obligations and expenditures agatnst that = _
fiscal year's program may continue, for some appropriations, for several
years,

AR oL L o R

1. The Planning Phase

In the planning phase the role and posture of the United States and the
DoD #n the world environment are examined, with particular emphasis on
Presidential policies. Some of the facets analyzed are: {a) potential
and probable enemy capabilities and threat; (b) potential and probable
capabilities of our Allies; (c) alternative U.S. policies and objectives in
consideration of (a) and (b); (d) military strategies in support of these
policies and objectives; {e) planning force levels that would achieve defense
policy and strategy; and {f) planning assumptions for guidance in the following
phases of PPBS. ‘ N

The first step in the PPB is the preparation by JCS, and submission to -
the Secretary of Defense, of the Joint Strategic Planning Document (JSPD)}... .

to be considered in the development of the draft Consolidated Guidance (L&

f e

_ and subsequent PPBS documents, It contains a concise, comprehensive . -+

military apprafsal of the threat to U.5. {nterests and objectives worldwide; "~
a statement of recommended military objectives derived from national objec-
tives; and the recommended military strategy to attain national objectives.
A summary of the JCS planning force levels which could successfully execute,
with reasonable assurance, the approved national military strategy {is
fncluded. JCS views on the attafnability of the planning force in consi-
deration of fiscal responsibility, manpower resources, material availability,
technology and industrial capacity are also stated. ' The JSPD provides an
appraisal of the capabilities and risks associated with programed force
levels, based on the planning forces considered necessary to execute the
strategy, and recommends changes to the force planning and programing
guidance where appropriate. ‘
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'in the JSPD, the next milestone is the Secretary of Defense's Consolidated - !

After consideration of the military advice of the JCS, as expressed ‘fq (

Guidance (CG). A draft of the CG covering the budget and program years ﬁ@; A
issued in January to solicit the comments of the DoD Components and %?‘} o
provide a vehicle for an exchange of views on defense policy between ‘the - :
Secretary of Defense, the President, and the National Security Council. B
The final version of the (G, issued in March, serves as an authoritative {72
statement of the fundamental strategy, issues,-and rationale underlying _
the Defense Program, as seen by the leadership of the DoD. The €G, Lo
culminating the planning phase, provides definftive guidance, including " - .
fiscal constraints, for the development of the Program ijective'Hemgf!@3ﬁ§a~jh;¢
by the Military Departments and Defense Agencies, and continues as the < % '

- -
o G

primary DoD guidance unti) revised or modified by subsequent Secretary ﬂﬁ?ig
of Defense decisions, ' SRR P
. ' B TS
2. The Programing Phase . y e e . T T

Annually, In May, each Military Department and Defense Ag@nay‘p:eb%rﬁ%g;*;
and submits to the Secretary of Defense a Program Objective Memorandum. é?@ﬁi&y;
are based on the strategic concepts and guidance as stated in the (G and :
include an assessment of the risk associated with the current %ﬁd‘Pﬁﬁpﬂﬁéﬂ¥:~iif
forces and support programs. POMs express total program requirements for -
the years covered in the CG, and provide rationale for proposed changes - - -
from the approved FYDP base. Dollar totals must be within the fiscal = . .-
guidance 1ssued by the Secretary of Defense. Major issues which aﬁklrﬁqﬁﬂﬁéﬁ%*
to be resolved during the year of submission must be—identif%ed.-'Sﬁbpbﬁ%&ﬁ@}@::

information for POMs is in accordance with the annual POM Preparation “
Instructions. ‘ PR

L

After the POMs are submitted, the JCS submits the Joint Program Assessment’

Memorandum (JPAM} for consideration in reviewing the Military Department: - . i 7
POMs, developing Issue Papers, and drafting Program Decision Memotrandumss, . .

The JPAM provides a risk assessment based on the composite of the POM foRcé .. .

recommendations and includes the views of the Joint Chiefs of Staffion the

balance and capabilities of the overall POM force and support levels to 3

-- execute the approved national military strategy. Where appropriate, the .

Joint Chiefs of Staff recommends actions to achieve {mprovements ‘i -0
Defense capabilities within, to the extent feasible, alternative:POM.
levels directed by the Secretary of Defense. In addition, the JRAM i
SALT-constrained forces and provides recommendations on the nuclear:w RO
stockpiles considered necessary to support these forces, and on the ‘secifi:
assistance program, .

The programing phase continues in accordance with the following steéss;,lf

a. The POMs are analyzed at the 0SD level and Issue Papers are
generated which analyze the Service proposals in relation to (1) the .,
Consolidated Guidance, (2) the balance between force structure, modernis - .~
zation, and readiness, and (3) efficiency trade-offs. Significant Isgués.

1.

raised by the POMs which require Secretary of Defense resolution are Righe

lighted, decisfon alternatives are 1isted, and these alternatives evaluatéd -



as to cost and capacity to implement DoD missfons., These “Issue Papers”
are developed in coordination with the DoD Components to assure completeness
and accuracy of the information contained therein, The views of the JCS

on the risks involved in the POMs are considered during preparation of

the Issue Papers,

b. Based on the Issue Papers and JCS risk assessment, the Secretary
issues Program Decision Memoranda (PDM's) which are transmitted to the
DoD Components for analysis and comment as appropriate,

¢. Comments on the PDMs may be prepared in a manner prescribed by
the submitting activity, but must present precise program impact that may
be expected as a result of the decision, If comments on the PDMs express
a dissenting view, any additional or clarifying information or Justification
must accompany the statement to allow 2 re-evaluation of the issue. S

d. Comnments submitted by the JCS address the impact on total Dob . .
program balance, JCS provides the Secretary of Defense with an assessment
of the risks involved and fnherent §n the PDMs and an evaluation of ~~-vWusresemere. ..
strategic implications.

e. Following a staff review of comments on the POMs, meetings are
held by the Secretary of Defense to discuss unresolved issues. [f appro-
priate, Amended Program Decision Memoranda are then {ssued to incorporate
any new decisfon, or to refiterate the previous decision. .

3. The Budgéting Phase

With the establishment of program levels in the POM/POM process, the
budgeting phase begins with the DoD Components formulating and submitting,
by September 15, detalled budget estimates for the budget year portion of L
the approved program. The budget estimates Include the prior year, current -7
year, and budget year (budget year plus one for authorized programs) ia -~
accordance with the Budget Guidance Manual and supplementary memoranda. .
Budget estimates are prepared and submitted based on the approved o
program as well as economic assumptions related to pay and pricing policfes =77

""" which are contained efther fn the PDMs or in separately prescribed detafled -suass: .

budget guidance revised and issued each year., The budget estimates are
reviewed jointly by the Office of the Secretary of Defense (0SD) and the . iiiizu..
Office of Management and'Budget (OMB). The entire budget 1s reviewed to ~"""
insure the requests are properly priced; to insure production schedules are
within production capacity; and to insure that the estimates are consistent
with the Secretary's readiness objectives. Approval of the estimates for -

... fnclusfon in the President's Budget is documented by Secretary of Defense

budget decision dotuments. These decisions will svaluate, adjust and approve
all resources in the budget request by decisfon units and/or packages

within the appropriation and budget activity structures. The decisions will
fnclude the current year, the budget year, the authorization year {budget

: _year + 1) and an estimate of the resource fmpact on the three succeeding

program years consistent with the President's requirement for multi-year
planning estimates. '
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During the course of the budget review, the DoD Components have an
opportunity to express an appeal position on each decisfon. Prior to
final decisions, the Service Secretaries and Military Chiefs have the
opportunity for a meeting with the Secretary of Defense to present and
resolve any outstanding issues of major significance.

The Secretary then presents his budget to the President for consideration .
within the overall Federal reguirements. Changes from that meeting are
subsequently incorporated into the DoD submission and decision documentation
is finalized., Following the printing process the budget {s submitted to -
the Congress in January. The FYDP {s updated to reflect the President’s
Budget and related resource jmpact in the "putyears™ thereby estab?fshiag

. & consistent base for the ensuing decision cycle. : et .

4, The Execution and Accountability Phases

LR TIPSR CRE " S e e ——— .

The execution and accountability phases foilaw the submissicn af :he o

“ budget and Yts enactment by the Congress. " These phases are concerned -

with: execution of the programs approved by the Congress; the account-
ability and reporting of actual results for use in monitoring program
execution; preparing future plans, programs, and budgets; and supplying
financial status information to Dol managers.
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THE SECRETARY OF DEFENSE

WASHINGTON, D.O. 20301

)

KEMORANDUM FOR THE SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF -

SUBJECT: PPDS Schedule for the FY 83.87 Cycle

Attached is the schedule for the FY B3-87 cycle of the Planning, Programing
and Budgeting System. The sequence is the same as the previous cycle but .
fncludes the JCS submissfon of the Joint Program Assessment Memorandum -~ -
(JPAM). It also advances the entire schedule one week to allow four weeks .- . ..
o following the APDM for preparation of the budget. The tardiness of the
N budget 1s a perennial problem we should endeavor to correct and this ™
T schedule makes a modest attempt €0 do g0, - - e e

Thank you for vour efforts during this cycle and let us continue to work
together during the next cycle to use the PPB system as effectively as
we can,

Enclosure

¢c: Under Secretaries of Defense
Assistant Secretaries of Befense
General Counsel o ‘ e e
- Assistants to the Secretltr and Deputy o e e
Secretary of Defense - S
- Pirectors, Defense Agencies - ./ o i--or
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Dec 1, 1980 =«
3 weeks
Dec 22, 1980 -
1 week
Dec 29, 1980 w~
3 weeks
Jan 19, 198] =«
S 1 week -
“““*"Jan 26, 1981 «-
— T week T
feb 2, 1981 ..
3 weeks
Feb 23, 1981 --
2 weeks
Mar 6, 1981 --
“ 1 week

./ Mar 13, 1981 --

8 weeks

May 8, 1981 --

4 woeks
Jun 5, 1981 --
1 week
Jun 12, 1981 =~
- 1 week
Jun 19, 1981 «-
Lo 1 week
'ﬁ'c‘* i 2 *&s . \-4...-{-'..
e vl 10, 1981 -'
e 1 Rk A
et vl 17, 1981 -—
: . 2 weeks
- Jul 31, 1981 =
1 week
Aug 3-7,1981 »-
e weeks
Aug 20, 198] =,
4 weeks ‘
Sep 15, 1981 -~

/!
“l',- * Mar 13 - Mar 27

Calendar of Key PPBS Events

for
FY1983 B7 Cycle

JCS submits Joint Strategic Planning Document {JSPD}

Components submit written suggestions for
key Consolidated Guidance {(G) features
SecDef completes review of suggestions and JSPD

0SD staff submits first draft of CG to SecDef SRR

b — . Sk o
W

_ Sechef completes review of First draft of (G e

P w»mmmwﬂﬂmm .-

Draft of CC sent to Components for comment
Components send CG comments to SecDef
SecDef reviews comments in a single meeting

with P{11tary Depts., and CJCS .
Sepnef sends revised CG to Components
Components submit POMs, update FYDP and Annexes*
JCS submits Joint Program Assessment Memorandum
0SD transmits draft Issue Papers(IPs) for comment

IR —r, e

Components, OMB, WSC provide IP comments to Secbe{

OSD sends ravised IPs to Secef . ...ops e - MMW .

5, Lt " ). -'.vs-—4 !-r-nE
i Vg P Rl *"%, o
- “”«::4-3: % 1&: %&

Secaef cemp?etes revieu of IPs uith 059 staff

ST T

Components send PDM comments to SecDef

Military Depts. meet fndividually with ’
SecOef, DepSecDef and (JCS Tasa
SecDef sends Amended Program Deciston Memoranda to Components

Components submit budget estimatcs. update FYDP and Annexes i

e M.ﬁ.n‘ .-

CG Summaay drafted, sent to President

R e ]

-




The Joint 0SD/OMB Budget Review .

The DobD jointly reviews the budget with the OMB staff in order to devote
maxinum Peview and analysis time here in the Department. The alternative would
require earlier submission by 0SD to OMB in order to provide time for indcpen-
dent OMB review. The current joint 0SD/OMB review is unique throughout the
government and has been for many years.

The Budget is due from all components of the Department of Defense {DoD)
on September 15th and is accompanied by an update of the Five Year Defense
Program (FYDP) and annexes. Distribution is made to the Office of Management
and Budget (OMB) and all participating erg&nlzatzonai elements of the Office of -

the Secretary of Defense {GSD).

Participation in the joint review is open to all elements of the DoD
components and 0SD staffs. Inputs from participants are solicited by each
appropriation director for inclusion in the decision package sets (DPS's});
the decision documents ultimately signed by the Secretary/Deputy Secretary of
Defense.

In accordance with instructions, budyet submissions are converted from
three PDM levels into bands with continuous ordinal ranking provided throughout.
The decision packages contained in these bands are consistent with those
established during the POM review. In order to provide a tentative Secretary
of Defense integrated ranking list to OMB by mid-October, the DRB reviews and
integrates the component submissions. As a foundation for this action, the
Comptroller provides a ranking summary and a narrative description of each
decision package as soon as possible after the budget submissions are received.
A date for the DRB meeting is announced subsequently.

As a parallel action, the budget scrub proceeds immediately upon receipt of
the budget submissions. Since the program has been set in place, the budget is
scrubbed thoroughly at all levels to consider matters of pricing, executability,
efficiencies, etc. The Comptroiler's Decision Package Sets (DPS's) are the
vehicle for the budget scrub.

Oftentimes as DPS's are drafted, copies are "floated” for input from
participants. Once the DPS takes final form it begins a formal coordination
process, Coordination should be obtained from the interested Assistant
Secretary/Principal Deputy Assistant Secretary level. Al1 notes, memoranda,
letters, or other pertinent appendages become a permanent part of the decision
document and are retained in the documentation files. These documents are
"close hold" in their "raw" signature form, The document, once coordinated with
other 0SD staff elements, is processed through the Deputy Assistant Secretary '
(Program/Budyet), a representative of OMB, the Principal Deputy Assistant
Secretary {Comptroller) and the Assistant Secretary {Comptroller), to the
Secretary/Deputy Secretary of Defensc. Subsequent to signature, the decision
document is printed and distributed throughout the Department and OMB., In order
to protect the confidential nature of DRB and 0SD staff coordinations and
positions, the document which is printed and distributed consists of only the
decision document, This is essential to encourage open debate of issues and )
objective advice to the Secretary. .
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As the Secretary/Deputy Secretary approves and returns DPS's, they
are translated into the Automated Budget Review System to reflect increases
and decreases to the submissions. Periodic status reports are provided to
the Secretary/Deputy Secretary as.well as the 050 managers and staff and the
submitting components.  Status is in terms of Total Obligational Avthority
{TOA), the total cost of a program without regard to year or source of
funding; Budget Authority {BA), essentially appropriations requested from the
Congress; and Qutlays, the net of -gross disbursements and collections from
customers. These are the three basic measures used throughput the budget
community. For comparative purposes, dollar values are inflated and/or
deflated to reflect constancy in order to measure year-to-year "real growth"
as distinct from inflationary increases.

The status reporting is as frequent as management reguires and is
structured in hierarchial order relative to level of detail,

While the review is progressing, the Defense Resources Board (DRB)
meets periodically to consider the relative ranking priorities of
approximately $20-25 billion of programs ranked by the submitting components.
The ORB first integrates the original component rankings by reviewing and
approving 080 staff prepared priority ranking proposals (PRP's}. Those
PRP's not approved by the DRB are discarded. The DRB then meets with the
Secretary who approves/disapproves the DRB re-ranking proposals. Subsequent
iterations are sometimes appropriate. At the point when the Secretary begins
meeting with the President on the overall budget levels, the Secretary
pftentimes makes changes to the ranking to insure that the highest priority
programs are included within the approved funding level. All such approved
ranking changes are reflected daily in the automated system so the budget status
reporting is current for both DPS changes and ranking changes.

As the process nears completion, various management summaries are available
providing TOA, BA and Outlays in both current and constant budget year dollars.
The level of real growth is identified and often debated as are the inflation
and pay raise assumptions contained in the budyet estimates.

Recognizing that last minute changes are disruplive and sometimes error
prone, the Department makes the best advantage of time available to continue
the review and decision process., However, once OMB has the budget in print,
the word is passed that the budget is locked and changes are no longer per-
mitted,

Attention and staff efforts are then directed to preparing information to
release to the Press during the DoD Budget Press Briefing; congressional
justifications, the Secretary's posture statement, and other related reyuire-
ments. The FYDP and annexes are updated to reflect all applicable budget
decisions and automated data bases and hard copy justification exhibits in
support of the budget are provided to the congressional oversight committees.
Reprograming requests which have been reflected 1n the budyet are prepared,
staffed and submitted Lo the applicable committees for approval. Accounting
records are adjusted as applicable Lo be consistent with resources reflected
in the current yecar column of the budget. A series of budget hearings and
reprograming hearings dominate subscquent months necessitating a great
expenditure of management time appearing before the applicable oversight
committees,



ASSISTANT SECRETARY OF DEFENSE

WASHINGTON, D.C, 20301

18 SEP 1380

COMPTROLLER

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIRMAN OF THE JOINT CHIEFS OF STAFF
" UNDER SECRETARIES OF DEFENSE
ASSISTANT SECRETARIES OF DEFENSE
EENERAL COUNSEL
ASSISTANTS TO THE SECRETARY OF DEFENSE
DIRECTORS OF THE DEFENSE AGENCIES

SUBJECT: FY 1982-1986 budget work schedule and budget printing dates

The enclosed schedule is forwarded for your information and action as

appropriate. 1 know that the appropriate sense of urgency orevails

within your organization as it does in mine. 'Please make this

schedule available to all personnel within your organization who may
. be involved in the formulation of the FY 1982-1986 budget.

We intend to work again this year toward making the job as easy and
painless as possible within the constraints that exist.

g

Jack R. Bersting
Assistant Socretary of Defense

Enclosure
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1.
2.
3.
4.
5.
6.

7e

8.

9.

i0.
i1.
12.
13.
14,

15,

15'

17.

18.

FY 1982-1986 Budget Process Planning Dates

Receive Component Submits

Begin budget hearings

Submit to OMB current services/top line projections
Begin update of FYDP Annexes with Service Submissions
Begin update of FYDP with Service Submissions

DRB receive Ranking Summaries containing service/agency
ordinal prioritization to begin familiarization of
content

DRB, OMB and Services receive Integrated Ranking
Summaries reflecting tri-service integrating,
compliance corrections and finterleaving

Process decision package sets: First to Seclef
Final to SecDef

Deadline for ranking proposals from DRB members to
to DASD(PAZE)

OASD(PA&E) sends PCPs and surmaries to DRB principals
DRB meeting
DR8 Chairman sends two-part decision memo to Secretary
DPS coordination forwarded to OAS){C) within 1 day
Reclamas due on DPSs received by :omponents:

Submitted to OASD(C) within 3 diys -

Submitted to OASD{C) within 2 days

Submitted to ODASD{C) within 24 aours

DRB meeting with Secretary to obt:in decisicn on
two~part memo

Secretary, DRB and Services recefse reprioritization
Ranking Summaries

DRB meeting with Secretary for fine-tuning of Ranking
Surmaries :

Secretary, DRB and Services receire fine-tuned Ranking
Surmaries
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Outlay forecast for OMB (FY 81-82)

Special Budget update for prior year ($)

Secretary's meetings with Services on prioritization
Wrap-up meeting with Secretary

Ranking to DR8 and Services; to OMB for Director's
meeting with President

Special Budget update for prior year {manpower)
LDirector of OMB meeting with the President
Deadline for reprinted galiey to OMB

DRB meeting with Secretary for fine tuning priorftiza-
tion

Secretary of Defense meeting with the President
Receipt of last § galley proof from the OMB

Deadline for return of marked-up $ galley proof to OMB
DoD components submit summary update of FYDP

Update FYDP and annexes by program element/line item
Budget released to press

Delivery of budget to Congress
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Office of the Assistant Secretary of Defense
(Comptroller)

Mission

Title 10, United States Code, Section 136 specifies the Comptroller's
responsibilities as follows:

*S 136. Assistant Secretaries of Defense: appointment;
powers and duties; precedence

{a) There are seven Assistant Secretaries of Defense,
appointed from civilian 1ife by the President, by and with
m— the advice and consent of the Senate.
(b) The Assistant Secretaries shall perform such duties
and exercise such powers as the Secretary of Defense may prescribe,
One of the Assistant Secretaries shall be the Assistant Secretary
of Defense for Health Affairs. He shall have as his principal
duty the overall supervision of health affairs of the Department

- of Defense. One of the Assistant Secretarijes shall be the Assistant
Secretary of Defense for Manpower and Reserve Affairs. He shall
. have as his principal duty the overall supervision of manpower

and reserve component affairs of the Department of Defense. In
addition, one of the Assistant Secretaries shall be the Comptroller
of the Department of Defense and shall, subject to the authority,
direction, and control of the Secretary--

(1) advise and assist the Secretary in performing
such budgetary and fiscal functions and duties, and
in .exercising such budgetary and fiscal powers, as
are needed to carry out the powers of the Secretary;

A - (2) supervise and direct the preparation of budget *-==- =i dpheis
estimates of the Department of Defense;

(3) establish and supervise the execution of
principles, policies, and procedures to be followed
in connection with organization and administrative
matters relating to --

(A} the preparation and execution of budgets;

(B) fiscal, cost, operating, and capital property
accounting;

{C) progress and statistical reporting; and

\’/ (D) internal audit;



(4) establish and supervise the execution of policies
and procedures relating to the expenditure and collection
of funds administered by the Department of Defense; and

(5) establish uniform terminologies, classifications, and
procedures concerning matters covered by clauses (1) - (4).

(c) Except as otherwise specifically provided by law, an

Assistant Secretary may not issue an order to a military department
unless -~

(1) the Secretary of Defense has specifically delegated
that authority to him in writing; and

(2) the order is issued through the Secretary of the
military department concerned, or his designee....."”

These responsibilities are expanded upon in the ASD(C) charter
published in DoD Directive 5118.3 of July 11, 1972, It provides:

"The Assistant Secretary of Defense (Comptroller) is
the principal staff assistant to the Secretary of Defense
for programming, budgeting, auditing, and fiscal functions;
for all matters pertaining to organization, management, and
administration. He shall provide staff supervision for the

Defense Contract Audit Agency and the Defense Audit Agency.
In addition, he shail:

A.” Provide for the design and installation of
resource management systems throughout DoD.

B. Collect, analyze, and report resocurce
management information for the Secretary of Defense
and as required for the Office of Management and
Budget, the Congress, the General Accounting Office,
and other agencies outside of the DoD."

The directive itemizes specific functions, relationships and authorities

pertinent to the Comptroller and 1t includes a 1isting of the numerous

authorities which the Secretary of defense has formally delegated to the
Comptroller.




July 11, 1972
NUMBER 5118, 3

ASD{C)

Department of Detense Directive

SUBJECT Assistant Secretary of Defense (Comptroller)

Refs,: {a) DoD Directive 5118, 3, subject as above,
January 24, 1966 {(hereby cancelled}

{b} DoD Directive 5110,1, "Ausistant Secretary
of Defense {Administration}," July 11, 1964
{hereby cancelled)

i GENERAL -

\. Pur guant to the authority vested in the Secretary of
. Defense, and the provisione of Title 10, United States

Code, Section 136(b), one of the Assistant Secretary
positions authorized by law is designated Assistant
Secretary of Defense (Comptroller) with responsibilities,
functions and authorities as prescribed herein, The
Assistant Secretary of Defense (Comptroller} shall be
the Comptroller of the Department of Defense.

I, RESPONSIBILITIES

The Assistant Secretary of Defense (Comptroller) is the
principal staff assietant to the Secretary of Defense for
programming, budgeting, auditing, and fiscal functions;
for all matters pertaining to organization, management

and administration; and for DoD investigative and security
policies. He shall provide staff supervision for the Defense
Contract Audit Agency, Defense Mapping Agency and the
Defense Investigative Service, In addition, he shall:

A. Provide for the design and installation of resource
management systems throughout the DoD.

Ty
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B. Collect, analyze, and report rescurce management
information for the Secretary of Defense and as required
for the Office of Management and Budget, the Congress,
the General Accounting Office, and other agencies cutaide
of the DoD,

FUNCTIONS

Under the direction, authority, and control of the Secretary of
Defense, the Assistant Secretary of Defense (Comptroller) ahall;

A, Coordinate and control the programming procesa,

B, Supervise, direct, and review the preparation and execution
~of the DoD budget,

Ca Esgtablish policies and procedures for:

1. Expenditure and collection of funds administered by
the IJoD) and related fiecal accounting systems,

2. Internationsal financial matters,

3. Control of prices for transactions involving the
exchange of goods and services by DoD Components,

4, Contract audit and internal aundit,

5. Terminologies, classifications, and procedures
relating to programming, budgeting, funding,
accounting, reporting, auditing, economic analysis,
program evaluation, output measurement, and -
resource management,

6, Management of DoD automatic data systemas,

.?, Management and control of DeD information
requirements,

. Conduct;
1. Audit functions and services for the Office of the

Secretary of Defense, the Organization of the Joint
Chiefs of Staff, and other DoD Components, as assigned,
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July 11,72
5i18.3

2., DoD-wide audits of the Military Assistance
Program and other delected areas and functions,

3. Special audits or audit surveys of selected areas
within the DoD as requested or as deemed appropriate.

Serve as DoD liaison with the General Accounting Office
and process GAQ or other external audit reports and
assure appropriate corrective actions,

Provide the Office of the Secretary of Defense with;
1. An Automatic Data Processing capability,

Z, A Central Data Service to accurnulate data, provide
reports and related analyses and evaluations,

Establish policies, plans, and programs fer physical,
investigative, industrial, and personnel security matters,

Serve as Chairman of the Defense Investigative Review
Council,

Direct and administer the Dol Information Security
Program,

Oversee the administration of and provide overall policy
guidance for the DoD Industrial Personnel Security
Clearance Program,

Act for the Secretary of Defense as United States Security
Authority for NATO, SEATO, and CENTO, and as the
National Security Authority for security agreements,

Conduct research, develop plans, and recomrend
organikational structures and management practices
that will achieve efficient and economical operation,

Review and validate organizational arrangements and
manning levels of offices within the Office of the Secretary
of Defense, the Organization of the Joint Chiefs of Staff
and the Defense Agencies,
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Provi le adnunistrative aupport’ iar the Office of the
Ser;retary of Defens.;, the Orgn ieairgn of the Joint

Chiefn of Sta/’f and cther organi ‘.ntionn'i‘-laylignod.

Ac: ap Departmaent « f Defense coordinator in all matters
relating to tl s driprovement of "ederal=State relationa,

Repruonent th; Secrclary of Dofinee in providing for
coutinaity of Govors mont;.miilitary participation in diwil
ani d.meati, amer) cncies, and related emergency

pli nning, an! coord nate omer}f,\apcy planning within the
Do,

Estalish pu'icy fox and nuporvise DoD audino.visual
nCLiVillca.

Ini ure that all matt ‘v precent:d to the Sccretary of
Defanao for nignatu e reflect established Presidential
and Dol policies and are consiatent with interdepart-
muntal and interage ncy agreements,

Provide poll:y, gui lance, coordination, and supervision
for the oper «tion ol adininistrative facilities and services
comtnon to rll Defoue activitivs at the Saat of Government,

Entablish stundardr and provide policy guidance, coordination,
and evaluatiun of th: operation of administrative facilities and
services in nupport of DoD Components as necessary,

EuntahlUsh, control, and manage the DoD Directive System,

P.-epare, maintain and coordinate historical records and
reporta for the Office of the Secretary of Defense,

Procesn requents | the Secretary of Defenne for Special
Adr Misaion tranaportation othor than for Congreasional
travel,

Porform such other functions as tha Secretary of Defenae
auslgna,
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RELATIONSHIPS

A,

B.

In the periormaﬁce of his functions, the Assistant Secretary
of Defense {Comptroller) shall:

1. Coordinate actions, as appropriate, with DoD
Components having collateral or related functions
in the field of his assigned responsibility,

2, Maintain active liaison for the exchange of information
and advice with other DoD Components, as appropriate,

3, Make full use of established facilities in the Office of
the Secretary of Defense and other DoD Components
rather than unnecessarily duplicating guch facilities,

The heads of all Do) Components and their staffs shall
cooperate fully with the Apsistant Secretary of Defense
{Comptroller} and hig staff in a continuous effort to achieve
efficient administration of the DoD, and to carry out effec.
tively the direction, authority, and control of the Secretary
of Defense. ’

The channel of communication with Unified and Specified
Cormnmands on matters relating to audit shall be directly
between those Commands and the Secretary of Defense,
The Assistant Secretary of Defense (Comptroller) is
assigned staif responsibility for such matters, and he

is authorized to cormnmunicate directly in regard to them
with Commanders of Unified and Specified Commands,
All directives and communications of the Assistant
Secretary of Defenpe {Comptroller} to such Commands
which pertain to audit shall be coordinated with the Joint
Chiefs of Stafi, '

DeD Components are defined for the purpose of thia
Directive to be: the Uffice of the Secretary of Defenue,
the Organization of the Joint Chiefs of Staff, the Military
Departments, Defense Agencies and the Unified and
Specified Commands,



V.

AUTHORITIES

Al

B,

The Assistant Secretary of Defense (Com'pzroller), in the .
course of exercising full staff functions and those asgigned

by Title 10, U,5.C,, Section 136(b), is hereby specifically

delegated authority to:

1, lssue instructions and one«time directive~type
memoranduma, in writing, appropriate to carrying
out policies approved by the Secretary of Defense for
his assigned areas of responsibility., Instructions to
the Military Departments will be issued through the
Secretaries of those Departments or their designees,

2, Obtain such reports, information and assistance from
DoD Components as may be necessary to the perform-
ance of his assigned functions,

3, Issue policies and instructions which establish
procedures for the review and approval of reporting
requirernents and forms which the Office of the
Secretary of Defense or the Defense Agencies propose /i

. to place on any Component of the DoD and to designate

those requirements which are prescribed by the Office
of the Secretary of Defense. Review, and when
appropriate, tranemit to the Office of Management
and Budget those reporting requirements which any
Component of the Dol) proposes to place upon the
public, including Defense contractors,

4., Hequest the prompt initiation of reviews by DoD
Componenta of organization and management practices,

5, Communicate directly with heads of DoD Components,
6, Exercise such authority vested in the Secretary of
Defense as rmay be required in the administration of

DoD security programs,

Specific delegatione to the Assistant Secretary of Defense
{Comptroller) are in Enclosure 1 to this Directive,

; J
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CANCELLATION

References (a) and (b} are hereby cancelled,

EFFECTIVE DATE

This Directive is effective immediately,

Enclosure « 1

1.

Delegations of Authority



5118. 3 {Encl 1)
July 11,72

DELEGATIONS OF AUTHORITY

Pursuant to the aut}iority vested in the Secretary of Defense,
the Assistant Secretary of Defense {Comptroller} is hereby delegated,
subject to the direction, authority and control of the Secretary of
Defense, authority to:

1, Direct and control the Defense Data Elemente and Data Codes
Standardization Program and monitor application by Department of
Defense Components, as prescribed in Department of Defense Directive
5000, 11,

2. Supervise the operation of the Military Pay and Allowance
Commiittee as prescribed in Department of Defense Directive 5154,13,

3. Establish and supervise the execution of principles, policies
and procedures to be followed in connection with organizational and
administrative matters relating to internal and contract audit in the
Department of Defense, as prescribed in Department of Defense
Directive 7600, 2, and under the authority of 10 U,S5.C. 136(b).

4, Approve requests to hold cash at personal risk for authorized
purposes and to redelegate such authority as deemed appropriate in the
administration and control of DoD funds, subject to provisions of
Treasury Department Circular No. 1030, "Regulation Relating to Cash
Held at Personal Risk Including Imprest Funds by Disbursing Officers
and Cashiers of the United States Government", ag amended. and under
the authority of 10 U,8.C. 136(b).

5. Approve the establishment of accounts for the individual
operations financed by management funds and to issue regulations for
the administration of accounts thus established pursuant to the authority
of 10 U,5,C, 2209,

6. Exercise the powers vested in the Secretary of Defense
pertaining to the employment and general administration of civilian
personnel (5 U,5,C, 301, 302(bh), and 3101},

7, Fix rates of pay for wage board employees exempted from the
Clasgification Act by 5 U.5.C, 5102(cH{7) on the basis of rates established
under the Coordinated Federal Wage System, in accordance with the
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Federal Personnel Manual, Supplement 532.1, U,S. Civil Service
Commission, "Coordinated Federal Wage System', as amended,

The Assistant Secretary of Defanse {Comptroller), in fixing such
rates, sball follow the wage schedules established by the Department
of Defense Wage Fixing Authority,

8. Administer oaths of office incident to entrance into the
Executive Branch of the Federal Government, or any other cath
required by law in connection with employment therein, in accordance
with the provisions of 5 U,S.C. 2903(b}.

9. {a} Authorize, in cese of an emergency, the appeintnent of
an employee of the Office of the Secretary of Defense or of a Defense
Agency to a sensitive position for a limited period, for whom a full
field investigation hae not been completed, in accordance with Executive
Order 10450, as amended; and

(b) authorize the suspension of an employee in the interest
of the national security in accordance with the provisions of 5 U.8.C,
7532,

10, Approve, as the designee of the Secretary of Defense, the
establishment or continuation of advisory committees and the employment
of part-time advisers as consultants or experts by any Component of the.
Department of Defense whenever the approval of the Secretary of Defenwe
is required by law, Civil Service Commission regulation, or DoD
issuance, and pursuant to the provisions of 5 U,§.C. 3109(b}, 10 U.5.C,
173, and the Agreement between the Department of Defense and the Civil
Service Commission on Employment of Experts and Consultants,

. i1, ~ Enter into contracts for suppliea, equipment, pe reonnel. and
Bervices and provide for contract administration required for assighéd:
activities and, subject to the limitation contained in 10 U,S.C. 2311,
make the necessary determinations and findings as required,

12, Purchase or requisition through a Military Department,
Defense Agency, or other Government department or agency, or
directly, equipment and supplies (5 U,S.C. 301).

13, Establish and use Imprest Funds for making small purchases .
of material and services, other than personal, when it is determined . -
more advantageous and consistent with the best interests of the Government; °




5118. 3 {Encl 1)
July 11,72

in accordance with the provisions of DoD Directive 5100, 25 and
DoD Instruction 7280,1, asg reviaed,

14, Approve contractual instruments for commercial-type
conceasione at the Seat of Government, and maintain general super-
vision over commercial-type concessions operated by or through the
Department of Defense at the Seat of Government, DoD Directive
5120, 18,

15, Act as agent for the collection and payment of employment
taxes imposed by Chapter 21 of the Internal Revenue Code of 1954,
and, as such agent, make all determinations and certifications regquired
or provided for under Section 3122 of the Internal Revenue Code of 1954
(26 U,5.,C, 3122), and Section 205{p){1) and (2) of the Social Security
Act, as amended (42 U,S8.C, 405(p){1) and (2}).

16, Act as custodian of the seal of the Department of Defense
and attest to the authenticity of official records of the Department of
Defense under said seal (10 U,S.C. 132).

17. Act for the Secretary of Defense before the Joint Committee
on Printing, the Public Printer, and the Director of the Office of
Management and Budget on all matters pertaining to printing, binding
and publications requirements {chapter 11 of title 44, United States
Codel,

18, Authorize the publication of advertisements, notices or
proposals, as required {44 U,S5.C, 3702),

19, {a) Establsh and maintain appropriate property accounts
for OSD and organizations assigned thereto for administrative support
{10 U,8,C, 136(b)}

{b} Appoint boards of survey, approve reports of survey,
relieve personal labllity, and drop accountability for property contained
in authorized property accounts that have been lost, damaged, stolen,
destroyed, or otherwise rendered unserviceable, in accordance with
applicable laws and regulations (10 U, S.C. 13é{b)}.

20, [Establish and administer an active and continuing Records
Management Program for the Department of Defense, pursuant to the
provisions of 44 U,S.C, 3102,
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21, Clear personnel for access to Top Secret, Secret and
Confidential material and information, in accordance with the
provisions of Department of Defense Directive 5210, 8, as revised,
subject: ""Policy on Investigation and Clearance of Department of
Defense Personnel for Access to Classified Defense Information, " oo
and of Executive Order 11652,

22, Authorize and approve overtime work for civilian officers
and employees in accordance with the provisions of Section 550, 111
of the Federal Personnel Manual, Supplement 990-1 {Book 1), U,S.
Civil Service Commission, "Civil Service Laws, Executive Orders,
Rules and Regulations", as amended,

*

- 23, Authorize and approve:

{a) Travel for civilian officere and employees in accordance
with the Joint Travel Regulations, Vol, 2, Dol Civilian Personnel, as
amended;

{b) Temporary duty travel for military pereonnel in
accordance with the Joint Travel Regulations, Vol, 1, Members of
the Uniformed Services, as amended;

{c) Invitational travel to persons serving without compensation
whose consultive, advisory or highly specialized technical services are.
required, pursuant to the provisions of 5 U,5,C, 5703,

24, Approve the expenditure of funds for travel incident to
attendance at meetings of technical, scientific, professional or other
similar organigzations in such instances where the approval of the
Secretary of Defense is required by law {5 U,5,C, 4110 and 4111, and
37 U.S5.C, 412).

25, Pay cash awards to, and incur necepsary expenses for, the
honorary recognition of civilian employees of the Government in
accordance with the provisions of 5 U,5,C. 4503,

26, Supervise and administer the affairs of welfare and recreation
activities {5 U,5,C. 301},

27, Enter into support and service agreements with the Military
Departments, other DoD agencies, or other Government agencies; as

Tequirﬁd {5 U.8.C, 30}*)1 f‘“ \
| The authorities vesied in the delegale named herein may be redele- '
gated by haim, as appropriate. - S



PLANNING, PROGRAMMING, AND BUDGETING SYSTEM
IMPROVEMENTS

The Secretary of Defense, in October 1977, directed that the Defense Department
Planning, Programming and Budgeting System (PPBS) be revised to achieve five
objectives:

1. To provide an opportunity for early Presidential participation in the
process; :

2. To permit the Secretary of Defense and the President, based on the
advice of all appropriate offices and organizations in the Department of De-
fense, to play an active role in shaping the defense program;

3. To create a stronger link between planning and programmatic guidance
and fiscal guidance,

4. To develop, through discussion, a sound and comprehensive rationale for
the program, and

5. To ensure the program is based on sound analysis and contributions for
all relevant offices.

The revised system was designed to provide a more coherent basis for guiding
the Military Departments in the preparation of their specific program recom-
mendations. It consolidated and reduced to one what in prior years had been
three separate forms of guidance from the Secretary of Defense: the Defense
Guidance, the Planning and Program Guidance, and the Fiscal Guidance. The
revised consolidated guidance was to incorporate an analysis of the rationale
for each aspect of the Secretary's guidance to the Services and of the overall
defense program.

The Joint Chiefs of Staff and the Military Departments actively participated

tn the process-~from the initial planning to the development of the defense
budget to be submitted to the President, The Joint Chiefs of Staff also have
modified thefr system for providing advice and recommendations to the Secretary
of Defense in accordance with the opportunities for participation provided by
the revised PPBS.

In addition to their participation in the PPBS, the Joint Chiefs of Staff advise
the President, the National Security Council, and the Secretary of Defense on

a wide range of national security matters. They also are statutory members of
the Armed Forces Policy Council.

JCS, Departments Role

The role of the Joint Chiefs of Staff and the Military Departments in the
process fncluded the submission of the JLS Joint Strategic Objectives Plan,
pre-draft consultation sessions with the Secretary of Defense, informal comment
and review during the drafting process, extensive review and comment (written
and face-te~faze? on the preliminary draft, review and comment on & subsequent
draft, and participation in the presentation of the proposals to the President.
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‘The JSOP Il provided the Secretary with the JCS views on what should be in-

In May 1977, the Joint Chiefs of Staff submitted to the Secretary of
Defense the Joint Strategic Objectives Plan, Yolume 1 (JSOP 1). As in past
years, this document included a statement of broad defense objectives, a
discussion of the military threat facing the United States, general recom-
mendations concerning strategy and force planning, and a discussion of areas
of significant risk. In January 15978, the Joint Chiefs of Staff submitted
JSO0P i, which included, inter alia, the major force recommendations of the
Joint Chiefs of Staff, a comparison of these recommendations with currently -
programmed forces, and an appraisal of programmed forces. Although JSOP I
was submitted and JSOP Il was substantially prepared before the revisions in
PPBS, these documents provided the Secretary of Defense and the President
with the basic views of the Joint Chiefs of Staff on military strategy and
force requirements. In light of the changes in the PPBS, additional procedures
were adopted to supplement the joint planning process so that the Secretary
could, in the revised PPBS, more easily receive the full benefit of the advice,
recommendations, and expert capsbility of the Joint Chiefs of Staff.

In the past, Secretarial guidance had developed in three parts and the
JSOP documents were tailored to those parts. JSOP 1 was prepared prior to the
Defense Guidance and assisted the Secretary in making the determinations of
policy, strategy, and force planning that were included in the Defense Guidance.

cluded in the Planning and Programming Guidance and the Fiscal Guidance. Under
the revised system, Secretarial guidance was combined into one document that
also included the rationale on which the defense program would be based.

PPBS Modifications

When the modifications of the PPBS were first contemplated in the fall of
1977, the Joint Chiefs of Staff and the Secretaries of the Military Departments
were asked for their comments, suggestions, and recommendations. After these
recommendations and cther comments on the PPBS proposal had been submitted,
the Secretary of Defense agreed that it was important that the initial step in
the annual process should be the responsibility of the Joint Chiefs of Staff
and the Military Departments, and that thaey should have full opportunity to
participate in the process throughout. In a memorandum dated Oct. 25, 1977,
addressed to the Chairman of the Joint Chiefs of Staff and the Secretaries of
the Military Departments, the Secretary of Defense established a procedure
for consultative meetings “to give the Services, fndividually and collectively,
an opportunity to give advice, make reconmendations, and offer substantive
{nput.” The Secretary's memorandum continued:

*Though the revised PPBS 1s designed to afford the opportunity at several
stages, I deem it important that one such opportunity be prior to the first
draft of the document. The Tast thing I want to do {s inhidbit your initiative
or inncvation. 1 envision these meetings as an opportunity for you to present
your proposals with respect to the CG and that a dialogue about them will ensue
between the Services and the Secretary of Defense.”
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Those meetings took place in November. Each was atterded by the Chairman
of the Join". Chiefs of Staff or the Chairman's personal representative. The
Secretary of Defense first held three lengthy meetings with, respectively,
the Secretary of the Army and Chief of Staff of the Army; the Secretary of
the Navy, Chief of Kaval Operations and Commandant of the Marine Corps; and
the Secretary of the Air Force and Chief of Staff of the Air Force; and staff
members they designated to accompany them. A fourth, "wrap-up," meeting was
then held with all three Secretaries of the Mil{itary Departments, the Chair-
man of the JCS, and the members of the Joint Chiefs of Staff. At these
meetings the Chairman and members of the Joint Chiefs of Staff and the Secre-
taries of the Military Departments were able to provide dirctly to the Secre-~
tary of Defense prior to the drafting of any guidance, their advice, recom-
mendations and comments. )

Follow-Up Memoranda

After the meetings, the Army, Navy, and the Joint Chiefs of Staff sent ~—™"
follow-up memoranda to the Secretary of Defense emphasizing the points they
considered most important and setting out the areas they believed required
special attention. Other memoranda, concerning both the form and the content
of the Secretary's guidance, followed.

The preliminary draft of the Secretary's guidance was shaped by the
corments of the participants in the {nitial meetings, the follow-up memoranda,
the directions of the Secretary of Defense, and informal comments and advice
provided by the JCS and the Services during the drafting process.

The draft that was produced was “preliminary®. It was not to have any
effect until there had been a complete review and opportunities for comment
by the JCS and the Services. It was circulated to the Joint Chiefs of Staff
and to the Military Departments for comment in January 1978.

The review and comment period for the Joint Chiefs of Staff and the
Military Departments covered four weeks. It wes a working document, subject
to change, to serve as & focus for debate and discussion. It was designed .-......

- to provide a document to cover matters rafsed in the pre-draft meetings and

memoranda, and a wehicle for discussion and addition to other considerations
not covered in the fnitial discussions. The integration of matters previously
contained in the Defense, Planning and Programming, and Fiscal Guidance docu-
ments and the requirement that the rationale for the defense program be sub-
Jected to increased analytical rigor demanded a careful consideration by the
Joint Chiefs of Staff and the Services., It also provided the Joint Chiefs of
Staff and the Military Departments with an opportunity to challenge the
premises, reasoning and conclusions of the proposed guidance. If the rationale
in the preliminary draft were faulty, the Joint Chiefs of Staff and the Service
could focus on weak points in the rationale and suggest alternative guidance
with better justification.

As indicated by the Secretary in the memorandum that accompanied the draft
for comment and review:
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"1 want to use the Consolidated Guidance not merely to advise you in the
preparation of your POMs {Program Objective Memoranda), but alsc as a vehicle
for debate and dialog over the rationale it contains . . . "

Detatled Comments

The Joint Chiefs of Staff and the Secretaries of the Military Departments
submitted detailed comments on the draft. In addition, the Joint Chiefs of
Staff provided a strategy section for inclusion, and substantial and useful
recormendations on the strategic aspects of the guidance.

The written comments on the draft, the views expressed at the follow-up
meetings and the guidance of the Secretary of Defense provided the basis for
the next draft, which required development of & justification for al7 changes
made, and a justification of changes that were recommended but not made. The - -
redraft and justifications were then presented to the Secretary for decistion .
and, based on his decisions, a revised draft was completed. o

The revised draft was again circulated to the Chairman and members of the
Joint Chiefs of Staff and to the Secretaries of the Army. Navy, and Air Force
for their personal comment and review. Their comments went directly to the
Secretary and Deputy Secretary of Defense for their personal review. As a
result of those comments, further changes were made. The draft was then sent .
to the White House. In May 1978, to assist him in his review, the President
met with the Secretary of Defense and the Joint Chiefs of Stff. Following
that meeting, -the President held further discussions with the Secretary of
Defense and the JCS Chairman.

The remainder of the planning, programming and budgeting system followed
the basic pattern of prior years. After receiving the draft guidance the
Military Departments prepared and submitted their Program Objective Memoranda.

The retention of the above feature of the former PPBS reflects the degree
to which the revised PPBS preserved the inftiative of the Departments of the
Army, Kavy, and Air Force. Under the system instituted in the early 1960s, the .
programming fnitiative resided in the Office of the Secretary of Defense through
Draft Presidential Memoranda (DPMs). These stipulated procurement, force
structure and costing in detail. The Military Departments were given an
opportunity to comment, but once the DPMs were setled, the Services went
directly to the preparation of thelr detailed budgets. Under the current
system, the Initial formulation of the defense program continued--as in the
past nine years--to be the responsibi{lity of the Military Departments and not
of the Dffice of the Secretary of Defense. Thus, the revised system provided
an opportunity for participation of the military professionals in the develop-
ment of the Secretarial gufdance and retained for the Military Departments thelr
basic programming initiative.

The PPBS also was structured to preserve the important role of the Joint .
Chiefs of Staff in the evaluation of program objectives. In prior years, the

JCS had prepared and submitted to the Secretary a Joint Forces Memorandum

{OFM) at the time that the POMs were prepared and submitted. The JFM



identified important program objectives and provided an.assessment of the
risk, in term: of defense strateqgy, incurred by adopting, or not adopting,
certain progrem objectives. Under the revised PPBS, the Joint Chiefs of
Staff have replaced the JFM with a Joint Program Assessment Memorandum
(JPAM}, which is provided to the Secretary after the POMs are submitted., The
JPAM provides JCS advice to the Secretary for his review of the Service POMs,
development of Issue Papers, and decisions on specific Service programs. It
includes a risk assessment based on an overview of the national military
strateqy and the force Structure recommended in the POMs, as well as recommen-
dations for improvements in the overall defense program through selection of
certain programs at alternative POM levels. The JPAM therefore provides the
Secretary with more valuable assistance in his consideration of the programs
of all three Services. The first JPAM was submitted as part of the present
PPBS cycle.

Issue Papers

(AR Ll

After the submission of the POMs, the staff of the Secretary of Defense
drafted i1ssue papers which were sent for review and comment to the Jeint
Chiefs of Staff, the Military Departments, the Office .of Management and Budget,
and National Security Council. The issue papers then were revised in response
to the comments and provided to the Secretary of Defense. Based on the advice
provided in the JPAM, his review of the POMs, and the issue papers, the
Secretary made the basi¢c program decisions that were then incorporated in the
Program Decision Memoranda (PDMs}. The PDMs were sent to the Joint Chiefs of
Staff and the Military Departments for review and comment. Major comments--

at the selection of the members of the Joint Chiefs of Staff and the Secretaries

of the Military Departments--became the subject of a series of reclama meetings
attended by the Secretary and Deputy Secretary of Defense, the Chairman of

the Joint Chiefs of Staff and representatives of the Services. As a result of
the written comments and the reclama méetings, the PDMs were modified and
issued as Amended Program Decision Memoranda (APDM).

The drafting of the APDMs marked the second point of Presidential in-
volvement 1n the system. At that point, the Secretary of Defense with the

personal assistance of the Chairman of the Joint Chiefs of Staff prepared a ="

status report for the President describing the major features of the Service
POM submissions, the major issues that had been raised and their disposition,
and an evaluation of the differences among the defense programs available

over a range of funding profiles. The status report was submitted to the
President for review and guidance. The ADMs were sent to the Miljtary Depart-
ments as the basis for the budget proposals that they are now preparing.

After the pre-draft meetings in November 1977, the Joint Chiefs of
Staff initiated an evaluation of their role in the revised PPBS and decided
to modify the basic documents through which they provided their formal fnput
to the system. This led to several changes made at JCS suggestion. The first
of these changes was the replacement of the JFM with the JPAM. This was
accomplished in the first ¢ycle of the revised PPBS, as discussed above.
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Second Mpdification

The .econd modification involved a restructuring of the JSOP documents.
To replace the JSOP I and II, the JCS created a Joint Strategic Planning
Document (JSPD) to be submitted 60 days in advance of the preliminary draft
quidance. The JSPD contains a comprehensive appraisal of the military threat
to the United States, a statement of recommended military objectives,
recommended military strategy to attain the objectives, and a surmary of
the JCS planning force levels that could execute, with reasonable assurance,
the military strategy. It also will include the JCS views on the attainability
of the recommended force levels within fiscal constraints, manpower resources,
material availability, technology, and industrial capacity. It will incor-
porate an initial appraisal of the risk associated with programmed force levels
and recommendatfons for c¢hanges in the prior Consolidated Guidance. Thus
the JSPD will provide comprehensive recommendations by the Joint Chiefs of
Staff tailored to the integrated approach of the revisd defense planning,
programming, and budgeting system.
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NUMBER 7045.7

Department of Defense Instruction ' aso(c)

SUBJECT: The Planning, Programing, and Budgeting System (PPBS)

References: (a) DoD Directive 7000.1, "Resource Management Systems
of the Department of Defense," August 22, 1966 {as
amended)
{b) DoD Instruction 7045.7, "The Planning, ﬁrogramming and
Budgeting System,” Octeber 29, 1969 (hereby cancelled).
{c} DoD Handbook 7045.7-H, "FYOP Codes and Definitions
Handbook"

(d) through {h), see Enclosure |

@ . s

This Instruction establishes procedural guidance in support of
reference {a) for: {a) submission, analysis, review, and approval of new
and revised Department of Defense programs and budgets; (b} the processing
and approval of resource changes to the Five Year Defense Program (FYDP):
(c) the maintenance and updating of the FYDP structure; and {d) the
maintenance and publication of the FYDP Codes and Definitions Handbook

(7045.7-H) (reference {(c)).

B. APPLICABILITY AND SCOPE

1. The provisions of this Instruction apply to the 0ffice of the
Secretary of Defense, the Military Departments, the Organization of the
Joint Chiefs of Staff and the Defense Agencies (hereinafter referred to

._, collectively as "DoD Components”).
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2. The Secretary of Defense approved programs for the military
functions of the DoD for the prior, current, budget and program years are
reflected in the FYDP, and planning, programing, budgeting, execution
and accountability for the DoD will be consistent wiih the FYDP. The
program years for cost and manpower are the four succeeding years beyond

the budget year, for forces they are the seven years beyond the budget year.

C. DEFINITIONS

The terms used in this Instruction are defined in General Accounting
Office publication "Terms Ysed in the Budgetary Process," PAD-77-9, July

1977.

D. KEY PPBS DOCUMENTS

1. Joint Strategic Planning Document {JSPD)

The JSPD will be submitted for use in the development of the
draft Consolidated Guidance (CG}. It will contain a concise, compre-
hensive military appraisal of the threat to U.S. interests and objectives
wortdwide,; a statement of recommended military objectives derived from
national objectives; and the recommended military strategy to attain
national ohjectives. A summary of the JCS planning force levels which
could successfully execute, with reasonable assurance, the approved
national military strategy will be included, as well as views on the
attainability of these forces in consideration of fiscal responsibility,
manpower resources, material avatlability, technology, and industrial
capacity. The JSPD will also provide an appraisal of the capabilities
and risks associated with programmed force levels, based on the planning
forces considered necessary to execute the strategy, and will recommend

changes to the force planning and programing guidance where appropriate.
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L 2. Consolidated Guidance {CG}

After consideration of the military advice of the JCS, as expressed

in the JSPD, the next milestone js the Consolidated Guidance (CG). A
draft of the CG is issued first to solicit the comments of the Dol
Components and to provide a vehicie for an exchange of views on defense
policy between the Secretary of Defense, the President, and the National
Security Council. The final version of the CG serves as an authoritative
statement of the fundamental strategy, issues, and rationale underlying
the Defense Program, as seen by .the leadership of the DoD. The CG pro-
vides definftive guidance, including fiscal constraints, for the develop-
ment of the Program Objective Memoranda by the Military Departments and

Defense Agencies.

ol 3. Program Objective Memorandum {POM)

‘/kfﬂ Annually, each Military Department and Defense Agency wi 1 prepare

“~and submit to the Secretary of Defense a Program Objective Memorandum.
POMs will be based on the strategic concepts and guidance as stated in
the CG and include an assessment of the risk associated with the current
and proposed forces and support programs. POMs will express total
program requirements for the.years covered in the CG, and must provide
rationale for proposed changés from the approved FYDP base. Costs will
be within the fiscal guidance issued by the Secretary of Defense. Major
issues which are required to be resolved during the year of submission
should be identified. Supporting information for POMs will be in

accordance with the annual POM Preparation Instructions.



— 4. Joint Program Accossment Memorandum {JPAM)

The JPAM will be submitted by JCS for consideration in reviewing
the Military Departments' Program Objective Memoranda (?O&s), developing
Issue Papers, and drafting Program ﬁecisinn‘%emsranda. It will provide
a risk assessment based on the composite of the POM force recommendations
and include the views of the Joint Chiefs of Staff on the balance and
capabilities of the overall POM force and support levels to execute the
approved national military strategy. Where appropriate, the Joint Chiefs
of Staff will recommend actions to achieve improvements in overall Defense
capabilities within, to the extent feasible, alternative POM funding
levels directed by the Secretary of Defense. In addition, the JPAM will
develop SALT-constrained forces and provide recommendations on the nuclear

weapons stockpiles considered necessary to support these forces, and on

~ the security assistance program.

5. Proaram Decision Memorandum

a. POMs will be reviewed in accordance with the following:

{1} The 08D 5taff will prepare decision (issue) papers on
program issues. These "Issue Papers" will be developed in coordination
with the DoD Components who will assure completeness and accuracy of the
information contained therein, The views of the JCS on the risks involved
in the POMs will be considered during preparation of the Issue Papers.

{2) Based on the Issue Papers and JCS risk assessment, the
Secretary will issue Program Decision Memoranda {POMs) which will be trans-
mitted to the DoD Components for analysis and comment as appropriate.

b, Comments on the PDOMs may be prepared in a manner prescribed

‘,’”“‘ by the submitting activity, but will present the precise pregram impact



that may be expected as a result of the decision. If comments on the
PDMs express a dissenting view, any additional or clarifying information
or justification will accompany the statement to a]]oy a reevaluation
of the issue.

c¢. Comments submitted by the JCS will address the impact on total
DoD program balance. JCS will provide the Secretary of Defense with an
assessment of the risks involved and inherent in the PDMs and an evalua-
tion of strategic implications.

d. Following a staff review of comments on the PDMé, meetings
will be held by the Secretary of Defense to discuss major unresolved
issues. If appropriate, Amended Program Decision Memoranda (APDMs) will
then be issued to incorporate any new decision, or to reiterate the previous

decision.

6. Budget Estimates

Annua]ly; each DoD Component will submit its budget estimates to
the Secretary of Defense in accordance with reference (d), DoDI 7110.1
and 7110.1-M. The budget estimates will include the prior year, current
year, and budget fiscal year {(budget year plus one for authorized programs)
in accordance with currently established procedures. Budget estimates
will be prepared and submitted based on the program as approved in the
PDMs/APDMs, as well as economic assumptions related to pay and pricing
policies which will be contained either in the APDMs or in separately

prescribed detailed budget guidance each year.

7. Budget Decisions

a. In order to maximize the review and analysis time, DoD and OMB

will jointly review the budget estimates. Participation in this joint



J—

review will be open to ail elements of the DoD Components and 0SD staffs,
Inputs from participants will be solicited for inclusion in the Decision
Package Sets (DPSs), the decision document ultimately signed by the
Secretary/Deputy Secretary of Defense., These decisions will address all
of the resources in the budget request and be related to the appropriations
and budget activity structure of the~Department of Defense. The decisions
will include the current year, the budget year, the authorization year
(budget year + 1) and an estimate of tﬁe resource impact on the three
succeeding program years.

b. DPSs, as they are approved by the Secretary/Deputy Secretary,
will be translated into the Automated RBudget Review System to reflect
increases and decreases to the submissions. Periodic status reports will

be provided to the Secretary/Deputy Secretary as well as the OSD managers

and staff and the submitting components. Status will be in terms of Total
Obligational Authority, Rudget Authority, and Outlays.

c¢. While the review is progressing, the Defense Resources Poard
{DRB} will meet periodically to consider the relative ranking priorities
of programs ranked by the submitting compgnents. The DRE will first
integrate the original component rankings by reviewing and approving 05D
staff prepared Priority Change Proposals (PCPs}. Those PCPs not approved
by the DRB will be discarded. The DRB will then meet with the Secretary
who will approve/disapprove the DRB reranking proposals. The Secretary
will make changes to the ranking to ensure that the highest priority
programs are included within the approved funding level. All such
approved ranking changes will be reflected daily in the automated system

~~ 30 that the budget status reporting will be current for both DPS

changes and ranking changes.



d. After review of the tentative budget decisions, DoD Components
may identify issues that are serious enough to warrant a major issue meeting
with the Secretary of Defense. Subsequent decisions made by the Secretary

of Defense will be announced in revisions to previously issued DPSs.

E. PLANNING, PROGRAMING AND BUDGETING SYSTEM SCHEDULE

Publication timing of the various PPBS documents is critical. Since
the system represents a dialogue between the many participants, the
documents must be issued to allow adequate time for analysis and response.
Therefore, a schedule of significant events in the PPBS process for the
upcoming calendar year will be initiated and staffed by QASD(C) and issued
annually by the Secretary of Defense to establish the dates for:

1. Submission by the Joint Chiefs of Staff of independent military
strategy and other military advice considered necessary by the JCS.

Such advice will be contained in identified JCS documents which are a
formal part of the PPBS.

2. Issuance of Consolidated Guidance (CG).

3. Submission and review of DoD Components' Program Objective
Memoranda (POMs), including JCS risk assessment, recommendations on overall
force balance and processing of Issue Papers.

4, Issuance of Secretary of Defense PDMs and APDMs.

5. Submission of the DoD budget estimates.

6. Other significant items having an impact on the decision-making cycle.

F. GENERAL SYSTEM DESCRIPTIQN

Each of the documents mentioned below are described in detail in Section
D. Enclosure 2 is a general systems flowchart.

1. The PPBS is a cyclic process containing five distinct, but inter-
related, phases; planning, programing, budgeting, execution and accountability.

7



In the first three phases prior decisions are reexamined and analyzed
from the viewpoint of the current environment {threat, political,
economic, technological, and resource availability) and the decisions
are either reaffirmed or modified as necessary. ‘

2. In the planning phase the role and posture of the United States
and the DoD in the world environment are examined, with particular emphasis
on Presidential policies. The following facets are analyzed: (a} potential
and probable enemy capabilities and threat; {b) potential and probabie cap-
abilities of our allies; {c) potential U.S. policies and objectives in
consideration of {(a) and {b}; {d) military strategies in support of these
policies and objectives; (e) planning force levels that would achieve defense
policy and strateay;, and {f} planning assumptions for guidance in the following
phases ¢of PPBS.

3. The first step in the PPRS cycle is the submission of the Joint
Strategic Planning Document (JSPD) containing independent JCS military

strategy advice and recommendations, to be considered when subseqguent PPBS

* documents are developed.

4. Next is the publication of the Consolidated Guidance {CG} which
will consider the JCS strategy advice, provide guidance for implementation
of Presidential policy decisions and military strategic objectives, and
~document Secretary of Defense guidance for subsequent program formulation.

5. The Do Components, using the preceding documents as guidance,
develop their proposals for the program years. These proposals, expressed
in the Program Objective Memoranda (POMs), represent systematic analysis
of missions to be achieved, alternative methods of accomplishing the
missions, and the effective application of the constrained resources.

6. After the POMs are submitted, the JCS will provide, in the Joint
Program Assessment Memorandum {JPAM}, a risk assessment based on the

8




capability of the composite force level and support program for the
Armed Forces to execute the strategy outlined in the CG.

7. The programing phase culminates with the issuance of Program
Decision Memoranda {PDMs). Based on previous guidancé documents, the
POMs are analyzed, Issue Papers are developed and staffed, decisions are
expressed in PDMs, and, as necessary, reaffirmed or modified in Amended
Program Decision Memoranda (APDMs}.

8., With the establishment of program levels in the POM/PDM process,
the budgeting phase begins with the DoD Components developing detailed
budget estimates for the budget year portion of the approved program.
These estimates are reviewed and analyzed during the Joint OMB/DoD Budget
Review and are approved in budget decision documents,

9. The execution and accountability phases follow the submission of
the budget and its enactment into appropriation acts by the Congress.
These phases are concerned with: controlling and monitoring the execution
of the budget; the accountability and reporting of actual results for use
in monitoring program execution; preparing future plans, programs, and

budgets; and supplying financial information to DoD managers.

G. FIVE YEAR DEFENSE PROGRAM (FYDP)

1. General
a. The FYDP is a reflection of the Secretary of Defense approved
programs for the DoD. It resides in an automated data base which 1is
updated and published at least three times a year. It contains forces,
manpower , and total obligational authority {TOA)} identified to a program
element structure aggregated into ten programs. Program elements generally

represent aggregations of organizational entities, therefore reflecting



the primary and support missions of the DoD. Resources are further

subdivided by Resource Identification Codes (RICs) which identify force
type, manpower type and budget appropriation. See Enclosure 3 for the
FYDP concepts and structure. The FYDP is assigned RCS DD-COMP (AR)B53.

b. A FYDP Codes and Definitions Handbook (DoD 7045,7-H) is
maintained by the ASD(C) and contains the DoD program structure in-
cluding all approved definitions, codes, and titles used in the FYDP
data base as well as program and program element criteria.

c. Program Change Requests (PCRs) will be used to propose out-of-
cycle changes to FYDP data that would result in a net change to a DoD
Component's resources. Pursuant to Chapter 442 of the Budget Manual
(reference (d)), PCRs will be submitted by the gaining organization, to

reflect the resource impact of functional transfers. The resource

impact of the transfer will be incorporated in the next FYDP update
only after having been approved by a PCD. Legal approval for the
functional transfer may be accomplished by memorandum or other decision
document but must be signed by the Secretary of Defense. PCRs will also
be used to propose changes to the FYDP structure definitions and codes
which would result in no net change to a DoD Component's resources.
See Enclosure 4 for use and preparation of PCRs.

d. Program Change Decisions (PCDs) will be used to reflect
Office of the Secretary of Defense decisions on PCRs. See Enclosure 5
for use and preparation of PCDs.

2. Other FYDP Usage

a. The FYDP is used extensively as a data base for many related

processes, both internal and external to the Department of Defense, but

within the Executive branch. Within the Department, in addition to being
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one of the official published results of Lhe PPBS process and an
operating tool of the DoD manager, it is also widely used as a source
of data for both analysis and as an input to alternative ways of
displaying and portraying actual and programmed resourées. The
internal uses include: The Secretary of Defense posture statement;

the Manpower Requirements Report; and Defense Planning and Programming
Category Reports.

b. As a result of Congressional requests, a special annual
publication of the FYDP, containing the prior, current and budget years
and a Procurement Annex containing the prior, current, budget and out-
years have been developed and provided to various Congressional over-
sight committee staffs and the Congressional Budget Office {CBO).

Since the FYDP outyear programs reflect internal planning assumptions,
all other data beyond the budget year are not releasable outside the
Executive Branch. .

c. The CBO has developed a Defense Resource Mode! (DRM) for use
as an analytical tool in support of alternative levels of Defense
resources. Following the budget submission to Congress, budget year
data are extracted from the FYDP, according to CBO specifications which
aggregate program elements and resource identification codes to un-
classified summary levels, for input to the DRM. Data from the DRM are
used by CBO to fulfill the legal requirement for mission oriented
displays as stipulated in P.L. 93-344, the Congressional Budget and
Impoundment Control Act. '

3. Subsystems and Annexes

There are a number of data bases that contain data that are

subsidiary to, or reconcilable with, the data in the FYDP. The sponsoring

11
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office ts responsible for design, installation and maintenance of sub-
systems and annexes, their data bases, and for compliance with DolD
5000.1% {reference {h}). <Currently they are:

a. RDTEL and Acquisgition Data Base

All procurement line items in the P-1, and 211 program
elements in the R-1 are coded in ascordance with the USDRAE mission area
structure, to be used as the basis for mission area analysis, mission
element need statements, and the POM review of all acquisition activities,

Sponsoring Office - (USNREE

RCS

b, FYDP Telecommunications Subsystem

This subsystem provides resoprce management data by telecom-
minications category and project, RED project, precurenent line item,
construction project, and operating resources {including manpower) for
use in planning and the POM review.

Sponsoring Nffice - NASD{C3T)

RCS - DD-T{TA}1164
¢. RDTEE Annex
The automated RDTEL Annex is the single official reflection
of the program 2lements approved during the review processes, It will
be maintained to reflect all applicable decis{ons and provide con-
sistency with the FYDP.

Sponsoring Office - GASH(C)

RCS - DD-COMP{AR}LO92

d. Procurement Annex

The Automated Procurement Annex is the single official

reflection of the Tine item programs approved during the review processes.

1 .
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It will be maintained to reflect all applicable decisions and provide
consistency with the FYDP.

Sponsoring Office - OASD(C)

RCS - DD-COMP{AR)1092

e. Construction Annex

The Automated Construcfion Annex is the single official
reflection of the construction projects approved during the review
process. It will be maintained to reflect all applicable decisions and
provide consistency with the FYDP,

Sponsoring Office - QASD(C)

RCS - DD-COMP(AR) 1092
H. DECISION IMPLEMENTATION

1. Decisions made by the Secretary of Defense will normally be
identified in one of the decision documents described herein., In addition,
reprograming actions in accordance with DoDI 7250.10 {reference (e)) will
be reflected, as.appropriate, in FYDP updating. Decisions will be
implemented by the DoD Components by applying the forces, manpower and
cost data to the FYDP data file by program element in accordance with
DoDI 7045.8 (reference (f)). The Assistant Secretary of Defense {Comptrol-
ler) will issue a PCD directing FYDP updates to be submitted. The PCD
will include any special instructions, program structure changes, limita-
tions, and controls necessary for the update.

2. The Defense Systems Acquisition Review Council (DSARC), acting as
the top level DoD corporate body for system acquisition, provides advice and
assistance to the Secretary of Defense. Milestone decisions made through
the major weapon system acquisition process (reference {g)) are based upon

review of details of one particular program and reflect the readiness of
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that system to progress to the next acquisition phase. The program
approved in the DSARC process must compete for funds with other programs
in the PPBS resource allocation process. The Secretary of Defense
milestone decision is based on specific schedule, cost and operational
effectiveness estimates which, if changed significantly, might alter -
the Secretary of Defense milestoneé decision. PPBS actions by the Dol

Components and the 0SD staff, that cause the schedule and cost estimates

to change significantly enough to call into question the last milestone

decision, shall be explained by the DoD Component or 05D staff element

proposing the change in the PPBS document.

I. LIMITATIONS
Approval of programs in either the OSARC process or the PPBS process

will not constitute authority to either commit or obligate funds,

J.  RESPONSIBILITIES

In the PPBS:

1. The Joint Chiefs of Staff are responsible for deveioping and
submitting to the Secretary of Defense independent military advice and
recommendations on strategy, and for providing military advice for
achieving national security objectives and for risk assessment.

2. The Under Secretary of Defense for Policy (USDP} is responsible
for development of policy guidance in connection with the CG.

3. The Assistant Secretary of Defense (Program Analysis and Evalua-
tion) is responsible for the development of planning and programing
guidance based on the policy guidance developed by USDP and on the

military strategy advice of the JCS, preparing and promulgating the POM

Preparation Inétructicn, preparing and staffing the CG with DoD Components,

14
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coordinating the POM review, preparing and coordinating the PDMs/APDMs.

4. The Assistant Secretary of Defense {Comptroller) is responsible
for the overall PPBS procedures and annual issuance of the PPBS calendar,
coordinating the annual budget revieﬁ, as well as the operational matters
relating to maintaining the FYDP,

5. The Defense Resources Board fs responsibie, during both the POM and
budget review/decision processes, for resolving as many issues as possible
with the DoD Components, assuring adherence to the fiscal and other manda-
tory guidance, and precluding the reevaluation of decisions iﬁ the absence
of new information.

6. All Dob Components are responsible for participating as appropriate

in meeting the objectives and requirements of the PPBS.

K. REPORTING REQUIREMENTS

tach 0SD office and DoD Component is responsible for compliance with
the provisions of DoD0 5000.19, (reference {h)) in their respective areas

of responsibility.

L. IMPLEMENTATION AND EFFECTIVE DATE

This Instruction is effective upon issuance. Three copies of each
Dol Component's implementing documents will be forwarded to the Assistant
Secretary of Defense {Comptroller) within one hundred and twenty days of

the date of this Instruction.
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Enciosures:

s
1. References {d) through (h}
2. PPBS Flow Chart
3. FYDP Concepts and Structure
4. Use and Preparation of Program Change Requests {PCRs)
5. Use and Preparation of Program Change Decisions (PCDs) and
Decision Package Sets (DPSs)
Mh
l."_‘\
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(d)

(f)

(9)

(Encl 1)
References
DoD Instruction 7110.1, "Guidance for Preparation of Budget
Estimates, Operating Budgets, Financial Plans and Apportionment
Requests, and Related Support Material," Augqust 23, 1968, and

Manual (7110.1-M)

DoD Instruction 7250.10, "Implementation of Reprograming of

Appropriated Funds," January 10, 1980

DoD Instruction 7045.8, "Procedures for Updating Program Data in

the Five Year Defense Program (FYDP)," to be reissued

DoD Instruction 5000.2, "Major System Acquisition Procedures,"”

March 19, 1980

DoD Directive 5000.19, "Policies for the Management and Control

of Information Requirements,” March 12, 1976
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{Encl 3)
THE FYDP
CONCEPTS AND STRUCTURE

A. CGENERAL

The Five Year Defense Program KFY&P) is the official document
which summarizes the Secretary of Defense approved programs {pre-
scribed in Program Decision Memoranda, Program Change Decisions, budget
decisions, and other SecDef decision documents) for the Department of
Defense. The FYDP, which contains PY, CY, BY and BY + 1 through BY + 4
{BY + 7 for forces}, is published three times a year and reflects the
total resources programmed by the DoD, by fiscal year. An historical
FYDP is published annually, following the POM update of the FYDP, and
contains prior year resource data consistent with the official accounting
records for fiscal years 1962 through the prior year, as applicable.

The FYDP cangists of both force-related mission programs with their
organic support, and support-related programs, which include those
functions which are not organic to other program elements. It is
continually being modified to associate maximum resources practicable
with the force-related programs, consistent with Dol management needs.
Alsc, efforts are continuing to improve the system by minimizing al-
locations of costs which support mere than one program or program

element.

B. PROGRAMS
A program is an aggregation of program elements which reflects a

force mission or a support mission of the DoD and contains the resources



(Encl 3)
needed to achieve an objective or plan. It reflects fiscal year time-
phasing of mission objectives to be accomplished and the means proposed
for their accomplishment.
The FYDP is comprised of ten major Defense programs as follows:

Program 1 Strategic Forces

Program 2 - General Purpose Forces

Program 3 - Intelligence and Communications

Program 4 - Airlift/Sealift Forces

Program 5 -~ Guard and Reserve Forces

Program 6 - Research and Development

Program 7 - Central Supply and Maintenance

Program 8 - Training, Medical, and Other General Personnel

Activities
Program 9 - Administration and Associated Activities
Program 0 - Support of Other Nations
The major programs of the FYDP fall within the general organizational

areas of responsibility within the Office of the Secretary of Defense, as
shown below. However, since resources in these programs may overlap areas of
management and functional responsibility, the programs are not considered
to be the exclusive responsibility of any one particular organizational
element of the Office of the Secretary of Defense.

1. Program ] - Strategic Forces

Office of Prime Responsibility: Assistant Secretary of Defense

{Program Analysis and Evaluation)
Strategic forces are those organizations and associated weapon

systems whose force missions encompass intercontinental or transoceanic
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inter-theater responsibilities. Program 1 is further subdivided into
Strategic Offensive Forces and Strategic Defensive Fﬂrces, including
operational management headquarters, Jogistics, and support organiza-

tions identifiable and associated with these major subdivisions.

2. Program 2 - General Purpose Forces

Office of Prime Responsibility: Assistant Secretary of Defense

{Program Analysis and Evaluation)

General purpose forces are those organizations and associated weapon
systems whose force mission responsibilities are, at a given point in
time, limited to one theater of operations. Program 2 consists of force-
oriented program elements, including the command organizations associated
with these forces, the logistics organizations organic to these forces,
and the related support units which are deployed or deployable as con-
stituent parts of military forces and field organizations. Also included
are other programs, such as the Joint Tactical Communications Program
{TRI-TAC), JCS-directed and coordinated exercises, Coast Guard ship
support program, war reserve materiel ammunition and equipment, and stock-
funded war reserve materiel.

3. Program 3 - Intelligence and Comnunications

(ffice of Prime Responsibility: Assistant Secretary of Defense

(Communications, Command, Control and Intelligence)

Program 3 consists of intelligence, security, and communications
program elements, including resources related primarily to centrally-
directed Department of Defense support mission functions, such as mapping,

charting, and geodesy activities, weather service, oceanography,
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aerospace rescue and recavery, special activities, nuclear weapons
operations, space boosters, satellite control, aerial targets, etc.
Intelligence and communications functions which are sgecifica]?y
identifiable to a mission in the other major programs will be included
within the appropriate program.

4. Program 4 - Airlift/Sealift Forces

Office of Prime Responsibility: Assistant Secretary of Defense

{Program Analysis and Evaluation).

Program 4 consists of program elements for airlift, sealift, traffic
management, and water terminal activities, both industrially-funded
and nonindustrially~-funded, including command, logistics, and support
units organic to these organizations.

5. Program 5 - Guard and Reserve Forces

Offices of Prime Responsibility: Assistant Secretary of Defense

{Manpower, Reserve Affairs and Logistics); Assistant Secretary of Defense
(Program Analysis and Evaluation).

The majority of Program 5 resources consist of Guard and Reserve
training units in support of strategic offensive and defensive forces
and general purpose forces. In addition, there are units in support of
intelligence and security; airlift and sealift; research and development;
central supply and maintenance; training, medical, general personnel
activities; administration; and support of other nations.

6. Program 6 - Research and Development

Office of Prime Responsibility: Under Secretary of Defense for

Research and Engineering.

Program 6 consists of all research and development programs and
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activities that have not yet been approved for operational use.
Includes:

a. Basic and applied research tasks and projects of.potential
military application in the physical, mathematical, environmental,
engineering, biomedical, and behavioral sciences.

b. Development, test, and evaluation of new weapon systems,
equipment, and related programs.

7. Program 7 - Central Supply and Maintenance

Office of Prime Responsibility: Assistant Secretary of Defense

(Manpower, Peserve Affairs and Logistics).

Program 7 consists of resources related to supply, maintenance, and
service activities, both industrially-funded and nonindustrially-funded,
and other activities such as second destination transportation, overseas
port units, industrial preparedness, commissaries, logistics and
maintenance support, etc. These functions/activities, which are for the
most part centrally managed, provide benefits and support necessary for
the fulfillment of the DoD programs.

8. Program 8 - Training, Medical, and Other General Personnel

Activities

Offices of Prime Responsibility: Assistant Secretary of Defense

(Health Affairs); Assistant Secretary of Defense (Manpower, Reserve
Affairs, and Logistics).

Program 8 consists of resources related to training and education,
personnel procurement, personnel services, health care, permanent change
of station travel, transients, family housing, and other support activities

associated with personnel. Excluded from this program is training
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specifically related to and identified with another major program.
Housing, subsistence, health care, recreation, and similar costs and
resources that are organic to a.program element, such as base opera-
tions in other major programs, are also excluded from this program.
These functions/activities, which are for the most part centrally.
managed, provide benefits and support necessary for the fulfillment
of the DoD programs.

9. Program 9 - Administration and Associated Activities

Office of Prime Responsibility: Assistant Secretary of Defense

{Comptroller).

Program 9 consists of resources for the administrative support of
departmental and major administrative headquarters, field commands,
and administrative and associated activities not accounted for elsewhere.
Included are activities such as construction planning and design,
public affairs, contingencies, claims, audiovisual activities, criminal
én#estigations, etc.

10, Program 0 - Support of Other Nations

Office of Prime Responsibility: Assistant Secretary of Defense

{International Security Affairs}.
Program O consists of resources in support of international
activities, including Service support to the Military Assistance

Program {MAP), foreign military sales, the NATO infrastructure, etc.

C. PROGRAM ELEMENTS

A program element is a primary data element in the FYDP which

generally represents aggregations of organizational entities and
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resources related thereto. Program elements represent descriptions
of the various missions of the DoD. They are the building blocks of
the programing/budgeting system and may be aggregated and re-
aggregated in a variety of ways:

1. To display total rescarceé assigned to a specific program.

Z. To display weapon systems and support systems within a program.

3. To select specified resources.

4. To display logical groupings for analytical pgrpasés.

5. To identify selected functional groupings of resources.

The program element concept allows the operating manager to participate
in the programing decision process since both the inputs and outputs
should be stated and measured in program element terms. Each program
element may or may not consist of forces, manpower and dollars, depending

on the definition of the element.

D. RESOURCE JDENTIFICATION CODES

Resource Identification Codes (RICs) are used to identify the types
of resources assigned to each program element. An‘exyianation of the
type of RICs follows:

1. Force Codes. The Force Resource Identification Code is a four-
digit code used to identify specific hardware items, or weapon systems,
by type and model, such a5 aircraft, missiles, ships, and specific force
organizations such as divisions, brigades, battalions, wings, etc.

2. Manpower (Codes. The Manpower Resource Identification Code is a

four-digit code used to identify officer, enlisted, and civilian manpower

in both the active and the guard and reserve establishments. Separate
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codes permit the recognition of cadets and ROTC enroliees, and identify
civilians as either U.S. direct hire, foreign direct hire, or foreign
indirect hire.

3. Appropriation Codes. The Appropriation Rescurce Identifi.

cation Code is a four-digit code used to identify all appropriation
accounts contained in the President's Budget as well as those of a
historical nature applicable to the FYDP prior year period. These
codes in most cases relate to Treasury-assigned appropriation symbols.
The purpose of the resource identification code is to permit identifica-
tion of the precise kinds of resources included in each element.
Each DoD Component submitting data to the DoD FYDP has been assigned
codes for use in reporting such data in response to guidance for updating
of the FYDP. The visibility of these resource identification codes by program
element allows selection of specific data for analysis and management

SUmmary purposes.

Authority of the Principal Deputy Assistant Secretary of Defense
{Comptroller) must be obtained prior to making any changes to the

RIC structure.
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INSTRUCTIONS FOR THE USE AND PREPARATION

OF PROGRAM CHANGE REQUESTS (PCRs)

A. PCRs will be used to request changes requiring a net increase or
decrease in a DoD Component®s resources as recorded in the Tatest FYOP,
provided the document expressing such a decision, and requiring that
increase or decrease, does not provide sufficient detail to permit FYDP
updating., A PCR may also be used to request program and program
element restructures and/or resource identification codes, or for

modification/deletion of such codes in connection with the above actions.

8. PCRs may be originated by DoD Components and submitted to the
Secretary of Defense via the ASD{(C), over the signature of the head of
the Component or his designated representative on DD Form 1570 (Program
Change Request) k&tt 1 to this Encl} in accordance with the following
instructions:

1. PCR Number. Dol Components will assign PCR numbers in con-
secutive sequence starting with one (1) each calendar year. The Com-
ponent identifier code as prescribed by DoD 7045.7-H (reference (c})
and a prefix designating the calendar year will precede each number
(e.qg. N~1-001). MNumbers assigned to proposals that are subsequently
withdrawn or cancelled will not be reused.

2. Title. DoD Components will assign a brief title to each PCR
which adequately describes the subject matter of the request.

3. FYDP "As of" Date. Enter the date of the specific FYDP update

on which the proposal is based.
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4. Principal Action Officer. Enter the name, organization, and

phone number of the individual most knowledgeable of the proposed
change.

5. Justification. , .

a. Functional Transfers

{1} Briefly describe the rationale for the transfer, provide
a summary of the functions being transferred, including the organiza-
tions invoived; and any additional supportive data fnc1uding a copy of
the required approval of the transfer {See paragraph 212.1 and Chapter
442 of the Budget Guidance Manual {(reference (d)}. A copy of the
memorandum of agreement will be attached to the PCR. Detailed displays,
in the following format, showing resource net change impact in terms of

praogram elements, manpower, and appropriations will be provided either

in the justification section of the PCR or attached to the PCR.

FY _ FY__  FY__ FY  FY__
Program Element Code & Title
Civ Dir Hire + 11 + 12 + 13 + 13 + 13
G&M + 220 + 220 + 230 + 230 + 230
Program Element Code & Title
Civ Dir Hire - 11 - 12 - 13 - 13 - 13
0&M - 210 - 220 =~ 230 - 230 - 230

Continuation sheets may be used to provide any additional documentation
in support of the proposal or to provide any additional clarification
deemed appropriate.

{2} The gaining organization is responsible for preparation

of PCRs relating to functional transfers.



B

(Encl &)

b. Other PCR Actions Requiring Net Resource Changes. Briefly

describe the change which results in the net increase or decrease in
the Component’'s resources. Provide any supportive data or rationale
for the change. Detailed resource displays similar in format prescribed
for functional transfers in para. B.5.a.{1) above are required.

¢.» Program Structure Changes. Briefly describe the rationale

for the proposal, provide a summary of the resources affected by the
change and any additional supportive information that may be of value
in assessing the proposal. The following specific information is re-
quired:

(1) Proposed Implementation Date. The request must

indicate in which FYDP update the proposal, if approved, should be im-
plemented. If a special update is desired, provide detailed justifica-
tion and explanation as to why the proposal cannot be accommodated
during a regularly scheduled update.

(2} Fiscal Years Affected. The FYDP is the single most

comprehensive data base in the DoD for prior year information. In order
to preserve consistency and to provide comparability with oulyear data,
structure change proposals should include prior years when the
necessary data are available.

(3} Program Element Changes

{a) 1If new program elements are requested or data are
being shifted between/among program elements, net changes in resources

for the first unexecuted fiscal year affected will be provided. The

format for this display follows and it may be included in the body of
the PCR or as an attachment thereto, depending on the number of program

elements involved.
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Military civilian Invest, Operaping
Fy 82 Manpower Manpower $ $ Forces
PE 1 + 100 + 50 + 100 -+ 5,000 N/A
PE 2 + 2,000 + 100 | N/A + 100,000 + 6
PE 3 + 300 + 500  +1,000 + 250,000 N/A
PE 4 - 2,400 - 65  -1,100 - 355,000 -6

It is emphasized that the above data are required for the first unex-
ecuted fiscal year only and will be used to assess the impact of the
proposal on the resource content of the programs and program elements
affected.

(b) Assessment of the organizational impact of the
change will be provided. For example, if the proposal will subdivide

a DoD Component's funded activities into several programs or program

elements, this information should be provided.

(c) Enclosure 3 provides guidance for programs and
program elments, All requests for structure change will be evaluated
against this guidance. If the proposal deviates significantly from
this guidance, detailed justification for such deviation will be pro-
vided,

(d) New or revised program element definitions that
will result if the proposal is approved will be appended to the PCR.
Revised definitions should include a marked-up version of the current
definition as well as a final typed version of the proposed revision.
(DD Form 1643, Att 2 to this Encl)

(e} 1f a program element is being deleted or designated

as historical, a brief explanation is required.

(f) Program element title changes should be included
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in the revised definition, or if the request is for a title change
only, it should be so stated and explained in the request.

(4) Resource Identification Code {RIC) Changes. RIC

changes {additions, deletions, title changes) should include an
explanation and/or existing authorization for the change.

6. Thirty {30) copies of functional transfer PCRs and fifteen (15)
copies of all other PCRs will be forwarded to the Director for Program
and Financial Control, OASD{C), for processing, staffing and decision.

A PCD will be prepared announcing the decision.

I v —— s a x




7045.7 (Att 1 to Encl 4)
Date

r -
.., . PROGRAM CHANGE REQUEST l Request Number

Title

FYDP As of Date

Principal Action Qfficer

Description

Justification

3
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PROGRAN ELEMERT . EEFFNIT]UNS )
} Air-Launched Cruise Missile (ALOQM) (AGM- 36)

1 sncludes manpower avthorizations, pemﬂlar*and'sxmport equa.’}xnentf ! if&:@%ﬁ _
ties, and the associated costs spec::.fma}iy iderntified *and meast?%aﬁ?é o t; 1] m’m
ing: The A@-86 Air-launched Cruise Missile (ALDY) s ‘a- sn‘ali"’mmnned
;|-air vehicle capable of sustained sabsonic flight -following *k wich TRt ‘rbome
carrier aircraft, The air vehicle is propelled by +a’ turbi)ﬁ’aﬁ“"@ng et Fncorponate
a nuclear warhead, is internally guided by 'an ‘irertial ’sysmm“ pa :
cz::rrelatmn {‘I‘ERO(N} and can be pmgra.md to *st'r:Lke a wlde varzémff

‘Wing Headquarters

‘Alrborne Missile Maintenance
“Mmitions Maintenance

Field Maintenance

Avionics Maintenance

weapons System Security . ,
‘Excludes nuclear warhead costs which are borre *bmergy ‘Rese’
Administration. Excludes ‘Research and Developient {see- I’E"é&.’:ﬁ%?)

,m

R S P

Includes all resources (RED, mv&m and *aperanms) dlrectls ?a!‘g mteé wﬁﬁﬁa &5}?,5
support of the World-Wide Military Corfinand arid Copt ol Svstem 1(h1s‘*i%5~*§) éﬁs )
Dol Directive §100,30. Includes those resourcé’s 'de%t'ed to plarmm ft

developing, procuring, leasing, programing and ‘operat ing ADP f‘ac' :
part of or are in diregt™wgpport of WWMCCS., Includss, but is not 1 ES
new standard (Honeywel. Fystems. -

J

¥here an ADP centér is providing both WWMCOCS 4and non-%’!%(fs 5@%“1%**

are not readily distinguishable between thém, the WWMICS portaan w:}l%li;'_be
on the basis of relative workload.

WMOCS - ADP - Includes all WRMCCS ABP resources dt mmn/r@x&a

Excludes Intelligence Data Handling System resources {see PE 3102 ) NH
tecture (see PE 637350); and resources included in program e}eaem.s mﬁhvare [;&E{E
of the Consolidated Telecommmications Progrdm: :

DD Form 16k3
3 Nar 78
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INSTRUCTIONS FOR USE AND PREPARATION OF

PROGRAM CHANGE DECISIONS (PLDs)

AND DECISION PACKAGE SETS (DPSs)

A. PROGRAM CHANGE DECISIONS (PCDs).

1. PCDs will be used to reflect Secretary of Defense decisions
on PCRs, to orovide detailed guidance for updates of the FYDP and
related annexes, and other decisions as deemed appropriate by the
Secretary.

2. PCDs are formatted in a manner to make them compatible with
PCRs, using SD Form 428 (Program Change Decision) (Att 1 to this
Enclosure} in accordance with the following instructions.

a. PCD Number. Enter the request number assigned to the PCR.
When the PCD is originated without benefit of PCR input, or responds
to 2 or more PCRs, the letter X preceding the year will be assigned
{e.q., X-1-001}. For FYDP update PCDs, and in special cases as
determined by OASD((), the letter Z will be assigned.

b. Implementing Component. Enter the DoD Component designated

to implement the decision. When more than one Component is involved,
insert “"A11" or "See Below." In the latter case, specify the Components
that are required to implement the decision.

¢. Program Element Code. Enter the code as assigned by DoD

7045.7-H, "FYDP Codes and Definitions Handbook." When more than one
element is involved, insert “Various” and identify each program element
in the body of the decision.

d. Guidance. Enter relevent DoD issuance or official, as

appropriate (e.g., DoDI 7045.7, or ASD {Comptroller}).
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e. Discussion/Evaluation/Decision.

(1) Provide a brief summary of the proposed change as
originally submitted by the PCR or dut]ine the objective of the
proposed change and provide summary ﬁackground information to ex-
plain why the change is needed.

(2) As necessary, include an evaluation of the logic of
the proposed change, and the variances or alternatives considered.
Include all significant information that might influence the decision.

(3) Include the actual decision, either approved or
disapproved or, as appropriate, the approval of an alternative. If
an alternative or modification to the original proposal is being

approved, coordination with the Components will be effected and

the staffing results indicated in the PCD or covering memorandum.
If disapproved, the.reasons for disapproval will be stated.

(4) The decision generally will be described in program
element terms.

(5) The PCD will specify when the change will be incor-
porated in the FYDP. If OASD(C) determines a special update to the
FYDP is justified, the date for that update will be specified in the
PCD.

f. Signature and Date. Normally P(Ds will be signed by ASD(C)

or his designated representative.

B. DECISION PACKAGE SETS (DPS) - SD Forms 428-1 and 428-1c

1. General. The data applied to the DPS, SD Form 428-1, and its

 continuation sheet, 428-1c, are variable and will not be confined to a
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specific pattern. As frequently as possible, the decision will be ex-

pressed by use of a single page document, SO Form 428-1,

2. Specific Entries. Enter data in accordance with detailed in-

structicns prescribed by the annual Program/Budget Instructions.
3. Attachments. when an out-year impact {first year beyond the
budget year) is apparent, the decision record that accompanies the DPS

will express the impact in program element terms.
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DECISION PACKAGE SET

WUNBER

SUBIECT

OOD COMPORENT

DESCHIPYION

ODECISION

Sn o,

A1

POR OFFICIAL USE ONLY

PAGE 1 OF
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NUMBER

DECISION PACKAGE SET (Conti uation)

CONTINUATION OF CONSIDERATION

SD.0.428-1C FOR OFFICIAL USE ONLY
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THE DEPUTY SELRETARY OF DEFENSE

WASHINLYION B C. MOIOS

mry 121883

- HEMORANDUR FOR THE MLKEZERS OF THE DEFENST RESOURCES BOARD .

"SUBJECT: POM Review

This mzmo describes fn gereral terms the program review and decision procass

that will be followed this year. As you will see, ft i3 substantially unchinged

from Yast year. MWore detziled gu1dance will ke provided later by the ASD ’Pnéc) -
"= who will again take the Tead in raraging the process. The DRS will continue in

fts role of examining the major issues raised and presenting recommendstions to

_ the Secretery of Delense for decisions, In doing this, the DRZ will atlemgt to ,

e oY iminate unimportant Yssuves, resolve 25 many fssues as possible with the 777777
e Services, assure adherence to the fiscal and other vandstory guidsnce, and =

preclude the revisiting of decisions {n the absente of news informztion,

Schesule
A saheé;%e fs attached, The following explaing the sequential steps:

. *Thumb-Reil sketches” of Propesed Tssues. By My 30th, each of the sponsors of

::;f the soven AOM §55ya Papers.will submit to PALY a brief "thumb-nafl-sketch” for
each of the issues he proposes to raise in his Tssue Paper. Fach sketch will
outline in the briefest possible wey «« 2 or 3 Jines -« the slternatives to
Service prograns that he proposes to include, why {e.g9., comzliance with SecDef
Kendztory Guidence), and an estimate of the financiel effects. The ASD{PALI)
will colliate these and ﬁ&str}bute them to the menbers of the 5&8 who will use

tham to: (
© Lull out any fssues Judged to be of Tesser {mportance,

" &  In the case of overlapping proposals, dectde how they should be 7T T
- gombined and restructured. = ni oo e A S 37 e AR

o5 e
L

et

“EEER  -g 7 :Dectde whether modifications of proposed issues “» such s sdding ¢ “ S
. _deleting alternatives -- would be desirable, '

o GCets preliminary estimate of the balence -~ or lack thereof -
. between proposals to add and proposals to subtract money, with the sim
of adherence to the fiscal guidance at esch Tevel,

39 accomplish this, I will call such meetings of the DRE as may seem desirable
‘pt the tice ~» though Llhese are not speaifxsat?y ind&ceteﬁ on tha schedule. ‘

?



Jrzlt Tssue Fapers Distributed for Peview, On 2 stacgered schedule starting

June cO;“ The dreft lssue Fapers wil) Ue distributed not oniy to the Services

’ for their review and corivent, but also tc the other me~bers of the DRE {i.e.,
other than the sponser) for their {nformation and comments, §f they have any.

- o Finz} Jesue Ferers, A weel after distri{botion of the draft Tssue Papers,
Yervice (end eny L) conments will be collected by the ASD(PALI)~2nd distributed
to the sponsors. The sponscors will modify their Jssue Papers accurdingly,
rt:iégttn” those cuwments they accept, end Suﬁr%r}’?ﬂg in each pager theose they
The ASOG{FALI} will distribute the finel versions of the Issue Fapers to

re iect,
together with & sumvary of the fiscal effects of

the DRI muibers 2 woek later,
the proposed alternatives.

DRE Keotirgs, Two or three deys after each Issue Paper is distributed, the DRB
will recs 10 discuss the fssues and alternetives, and to develop resorwendations
for the Secretary of Defense. {Those recosmendations may also include deletion
of issves judced not to be worth the Secretary's time.)

The recormendations will be forwarded to the Secretary in the form of & two-part
memprandum,  The first part.will briefly sumarize 211 the issues on which there
wo. 338 no disegreement within the DRE. The second part will trezt those 1ssuves on
- which the DR3 15 spiit, and will include 1) the relevent seftaan of the Issue -
Paper tresting that issue, ¢) & sumary {f neczessary of any additional information _
doveleped since the drafiing of the Jssug Faper, and 3} 2 compilaticn showing
which of the epproprizte DN members reconmens which of the alternatives,

e e

P i i LR

Last year, the DAL memlers were sometimes represented 2t these meetings by
reletively junicr subs zwtugﬂs In aZZition, what had been intended as o delibe
erztive and advisory body toc often took on the tore of a mz;grxty»ru1e glection,
frovhich seme pelers seemad (o Teel conpelled to "eest a balilet”, regardless of

their responsibiiity for or expertise in the issuve under discussion,

(@

To svold that this year, substitutes will be restricted to the members' principal
6eput1¢s and, while all menlzrs are encovraged to contribute to the discussion,

Assoziete Members' recomrendations will be reported only in those ceses snva1siﬁﬂ
their spesial responsibility or espertise, Principz] Fembers are asked to abstain

Troa making reconmendations perely on 2 pro forme basis.

The primary goals of this phase of the DRE review are 1) to ensure that all
elements of the Defense program are in the appropriate rough order, that is,
Yocated §n the appropriate band, and 2} to ensure that the resu?ting fiscal - Cor

“* - Yevels remain consistent with the Fisce) Gufdance. - - .. mr e e e

== - Follow-Up Actions. The Secretary of befensa. after reviewing the DRE's two part ... .
memo (the schedule alse allows for a "wrap-up® meeting with the DRE 1f he wants
one}, will indicate his decisions and return them to the ASD{PALE) for incorporation

fn the Pregram Decision Memorandums (PDMs) to be sent to the Services.

This year the Services will again begin preparing their budgets {rmediately on
recefving the PDis, with the unders;anérng that some modtficatfons pay be necessary

upon receipt of the APDMs, .

\f(.,'

Tab A
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S52. 3¢ wil) also contain any proposals: for elements withfn the

- In the pzst years, the Czl'zssue Paper has, for unégr;tandaé?e'pai o0

“ proposed by ASD(C

Service reclamas will be due tws woeks afier receipt of the PDMs
the customary meetings with the Secretary prior to issuvance of
fina) budget submission: to 030 being due three weeks later on

Though it 1% not the purptse of this memo to describe the_progaéu+
foliowed during the subsequent budget review, | want to emphasize
w11 continue to direst end supervise that process, sssuring & ¥m
betwpen the progren and budiet reviews, the adherence tc @ C OO 3§
packages, and that decisions, once rade, are not revisited in LHE
{nformation. During this period there will be two concurrent
budget submissions will be "scrubbed” for efficiencies, execulady
eic. at all Jevels, and the relatively coarse prioritization deyehs
levels during the program review will be refined to a continuous O&

from the minimum level to the enhanced. B

3

Special Provisions for the €1 Issue Peper

3 great many issuves of 2 highly specizlized nature jnvalving ma ¥t
{ndirect concern to other offices n 050. Yo-simplify the or
guzh fssues, we have established through cormon agreenent &

elements thet will be hanZied on 3 speziel basis.

For the program elements within thetl group, the.&SD{igl) will be Tes
proposing 2 modification of the Service proposals in the form of a2 ¢p
integrated package. The tote] cost of thet pachage at the Basig ]
fiscal guidance will equel the agoregate costs of Lhose program gd

letest FYD®, ediusted pro rete to the degree that the FYDE total g8
getch the fiscel.guidaniel Fppropriately larger end smalier inLESH
will be developed to correspond to the Enhanced and Minimum fisce’

levels,
For that pert of the C31 Issue Paper, "thumb-nail-sketches” g%};V“

prepared for consideration by the DRB. Though the members will B
challenge any part of the ASDLC?I)'s proposal at the €71 meetd

eting,!
understood that, failing such challenges, the DRB will generally
suggestions. o ‘ '
“The remainder of She t31 Issue Paper will address p§n-forcg st
I} that cover-prograu&~astgigg;thg_ggreeéugn
elements {i.e., elements in which other 0SD offices have & @i

would, {f adopted, exceed the cost Yimits 6esg#{béd-gﬁove,“ié
offsetting cost reductions elsewhere {n the Defense program.
strycture fssues will be dincluded in the Strategic, Theater Nu
Purpose Forces Issue Papers as sppropriate. ‘

-

. -




K "Out-of-Court” Setilements

In past years we kave Lecn #ble to restlve seme dssuee "put-of-court” «- by
agreenent between OSO and & Sorvice wilhzoul any need for & {ormel statement of

,’ the fssue for inclusion in an Jssve Fepor book, formel conment, recosmendations
or decision by the Secretary of Defense. Obviowsly, this c3n save time and

~—— dvoid unneressary effort. T encovrege even greeter emphesis on “gut-of-court”

setticrents this year. The ASD{PALL) wi)l be sending you more detailed guidance

An this regerd.

+

Q__%ES Ferticipation

- The provisions for QM2 participation will be similar to last year's; we will be
gled to agZ OME's alterr2tives to our issues, or to incluce any complete DY
issves in our lssue Fapers. We weicome such participation not only to improve

‘ our program review, bul also to minimize the disruption that major programsatic
chenges can cause 31 interjected fn the Tate stages of the annuel PPES cycle.

N. Grahem Claytor, Jdr.
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Hay 30 - July 16;
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i Y1900 pRocRAM REVIEW scutauﬁ %

Sarvice and Dﬁfense Agency Program Cbhjective Hemqrandum (Pﬁﬁs) submitted

. v - ———t

i :
L J
¢ . N

- Tssue *Thumh-Kail Draft Jssue Final Issue
'Paper Sketches" Papers Out - Comments - Paper Due ;]

Issue Paper Sporssr . to PARE for Review Due - to DR3 Heet
1. Sirateqic Forces - .. ASDiPﬁﬁcg Kay 30 - June 20-. . June 27 July.3 Juiv
2. Theater Nuciear Forces ASO{PALE May 30 Jung 23 June 30 Juiy 7 Jui
3. ngeral Purpose Forces ASD gPﬁ&E} May 30 June 24 CJduly July 8 July
4. C . ASD(c3 1) May 30 June 2% ~ WJuly 2 July 9 July
5. ROTSE USORLE May 30 June 26 July 3 July 10 Juiy
6. Fanpower & Logistics ASD HRA&L} May 30 June 27 July 3 July 1 July
7. Intelligence ASD(C I} .- we -~ - July

!
suly 17 Wrap-up mecting with Secretary of Defense
July 25 Publish Proqram Decision Memarandums {PDHs)
August 8 Service Reciamas to POMs sibmitted
Aucust 18, 19 Service Reclama meetings with Secretary of Defense
August 20 Wrap-up mecting with Secretary of Defense
August 27 Publish Amended Program Decision Memorandums (APDHs)
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MEMORANDUM FOR TRLD DUFLNSE RLSOURCES BOARD

SUBJICT: POM Review Procedures

This memo provides the procedures and {ormets to be wsed in the
program revicw process described in Secretary Claytor's memp of May 12th,
In order to make the process flow as smopthiy as possible, please
fdentify two key people for your organjzation: the person who is going
to manage the program review for you and his staff point-of-contact.
Please forward these names to my staff{ peint-of-contact, LYC Jeffrey

Oster, (Rm 20278, X20221). o Y i

Thurh-Kz31 Sketches will be used by the Dzfensc Rescurces Board
[DRE) to forus the FOY review on the major issues by culling out issues
of lesser impor{snce. Please subnit sumnaries of your proposed issues --
using the formzt in [uclosure 1 -~ by May 30th,

Issup Papers will be the basis of the DRE's recomrendations Lo the
Secretary for changes to the Service-proposed progrems, Preperelion of
the issue Papers will be the same as last year. Suvbmit the finsa)
edition of your dreft anc final Issue Pspers -~using the format in
Enclosure 2 -~ to Mr. Charles Pugh, X703%5, room 20313, To provide time
for printing and distribution, please sutmit them two working days prior
to the distributicn dotes shown in the schedule (Enclosure 3). Include
trensmittal letters for my signature for forwarding the draft Jssue
Paper to the Services and the final Issve Paper to the DRB.

Out-of-Court settiements are used for resolving Issues withowt -~ -~
taking up the secretary's time. These settiements are to be recorded on -~ =< -
the form specified in Enclosure & and myst be agreed to by the sponsoring ‘
0SD Office, the Kilitary Department or organizations affected, and the - =777
ASD{PALL)., These reports are not to exceed two pages. When agreement =
$s reached, the form {s prepared by the fnitiating office and staffed
with the other offices, A file copy of a1} cut-of-court settiements will

be retained by PALL. : .

Issves must be resolved within each Military Department's fiscal
guidance. Thus, any issue requiring additional resources can be settied
out-of-court only {f & suitable offset s 1dentified. Please publish
311 ocut-of-tourt settlements in & separate section of your Issue Paper

to inform the Secretary of your agreements.

Tab B



PagiaN
DoD Fiscal Guidence is to be adhered to throughout the Program
Review 16 oo this. ecch Issuz Paper must provide at least enough
program reductions to offsel proposed additions, This does not suggest
that the aggregate POM funding covered by each lssue Paper wiil be
precisely preserved, The Secretary must have enough flexibility to
accept some attractive, but costly proposals and pay for them with

Jower-priority items, The result of this process may well be a net
shifting of funds from one arez Lo another.

zm%f %ﬁw L

Russel) Murray, ¢0d
JAssistant Secretary of¥Defense
Program Analysis 5 Evaluation
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Issue Sponsor, e.g., ASD{PALD)

Tssve:

Stete as a brief gquestion; e.g., "What is the appropriate mix of

prepositioning and air)ift progrers to Tncrease our cepability for rapid

gc;loyment of conventionel forces?
2/

Pilitary Derertnert: —'-

14

Retiprele: Explain the mejor finencial or policy' significance of the issue,

Lost Summery:

__Costs (FYDF § Killions)
Fy &z - FY Be-BE Tete)d
Atsolute Costs by Proorar Levels 3/

Rlternstive 1 - pov2/
Mirimur . 100 750
Basic level - 150 1080
Entancec Leve!? 175 1260

Alternative 2 L . e
FarameT (0] 4505
Bactic Level 130 8930
[nhan:nd.Leve1 175 ‘ 12¢€0

Cost Cherges Relative to POV Kinimuw anc Bands

Rlterrative 1 - P 87 2/
KininuT ’ 100 750
Basic Eend 50 330
Entanced Band 25 180

Riterrative 2 &/
Einimnum - 40 =300
Basic Band , + 20 +150
Enhanced Band + 20 © 41580

%

1/ These Tssue abstracts are to be brief, straightfbruard statements, .o v o=t
2/ List components involved, fncluding Defense Agencies.

The absolute cost at each program level is the total program cost cumulated -
For Alternative 1 {n the example above, the FYB2 resources
The absolute cost of the Basic level ($150M) 1s

Tevel ($175¢) s the 'sum of the Basfc Tevel ($150!) and the Enhanced band (§25M).

As can be seen in Footlnote

3/
to that level.
{n-the Minfmum total $100M.
equal to the Minimum (§100¥) plus the Basfc band ($50M), while the Enhanced
4/ AMlternative 1 alweys displays the resources »s submitted §n the POM.
L/ POX resources sre displayed by band fn Alternative 1 as the base point for
the changes proposed 1n subsequent alterratives.
3, band totals equal the diffcrence between two successive program Tevels.
&/ For each alternative to the POM, the Minfmum, Basfc, and Enkanced band velues

are ghanges relative to the respective band total displayed fn Alternative 1 -
POM.” The examplie Alternative 2 fn FYB2 reduces the Minfmum by $4D! and »dds

$20% to bolh the Basic and Inhanced bands.

Tab B
Enclosure 1



ISSUL FORMAT

- o r——n

Issue . ' 'l'

State as & brief Qbeslias; e.g., "What is the approprizte mix of
prepasitioning and 2irlift progrec: to Incredse pur capability for
repid deployment of comventional forces?”

T -Baclaround
Relate issue to U.S. stra{egy for meeting the threct; e.g., show
trends in prograrn funding and capebility in the Janvary 7, 1980
FYDF cowpared with those introduced in the POM; relevant sction
‘on the FY 18E1 budget,

Alternatives

State specific alternatives for decision. Alternative ] 15 2TWAYS memmromssnr
v cothe POM, For 811 other alternztives, describe the thanges proposed
.10 the POM.. Asspciated. rescurce -dmpacts are provided 4n the ®Cost™™"
and FMerpower Summary” table.

-

[T S S P

1f procurement of ms jor equipment is involved, include 2 teble
showing procurement. gquantitiet end costs for each alternetive by
yeer, In 3 sinple procurensnt issve, {(i.e., no RAD or DLS funds
involved and only & single mzjor end-iterm, for instance, the

-
F-25 tacticel Tighter) quartitics rey be Yncluded in the
, *Cost &nd ;’.aﬁpsser Susmary"” table. .
N Evaluation of Alternztives
State the fmpact ezch alternative {incluging the POM} would have
on U.S. programs and defense ¢apabiiities; bernefits and tosts of
each alterpnative velative to the POM and other allernatives cone
sidered, <
- ’ [ T SR - S PRCTI .,:;.;‘."::{3? i Tt R
e e e e TR e -
I ’M"“

/ ) Enclosure 2 .
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Cost 2nc Kenpower Symrary

B

FYEZ FYE3 T FYBL T FYBS T FYEE FYEITEL
™ 17 T
Absolute Costs by Pra»rar levels —
Aternztive 1 - POM 2/ -

¥inimun 103 175 150 175 200 7L0

- Basic Level 150 1£5 220 245 28D 1020

Entanted Leyel 175 215 255 ZES 330 1260

- Alterqplwx( 2 -

Minimur 60 65 80 105 13D 450

Basic Leve) 130 185 140 210 245 930

Enhanced Leve) 175 215 55 €85 330 1260

{ost Changes Relative to POM Minimum and Bands
. » Alterrative 1 - POV 3/ Q/. ) o o . L

Mirinum 160 125 150 175 200 750

Bl T e ¥ 3 3 - ¥ 1 T« | NEECIUTRT: - ¢ IESNSRORI | ; RIS, ¢ BETRRS | {; s ¥ |1

Ernbarces Bund 25 30 35 40 50 180

Klternative 2 &f :

Mininun - 40 - BD - 60 -~ 70 - 70 « 300

Basic Band + 20+ 30 + 30 + 35 4 3% +150

+ 20 4+ 30 + 30 + 35 + 3% 4150

B T e

=

......

Enhanced Band

17 The absolute cost at weach program level is the totel program cost cumulated

For Alternative 1 §n the example above, the FYBZ resources . ...
fn the Minimum total $100¥. The absolute cost of the Basic leve) {150K) 15
equal to the Minimum {$100M) plus the Basic band {$50M), while the Enhanced

Yevel {$175M) s the sum of the Basfc Yevel {$150M) and the Enhanced band {$25M).
Alternative 1 always displays the resources as submitted in the PON, o
POK resources are displayed by band {n Alternative 1 »s the base point for

the changes proposed 1n subsequeni alternatives, As can be seen in Footnote

. to that level,

3, bang totels egual the difference between two successive program tevels.

f&r each alternative to the POM, the Ninimum, Basic, and Enhanced band values
are changes relalive to the respestive band total displayed in Alternative 1 -
POM.” The €rample Alternative 2 in FYBZ reduces the Minimum by $40% and adds

$20K to Loth the Basic and Enhanced bands.

Enclosure 2
Page ¢

TabB



s o Menponer (000)
Fyi? Fyes fYfa FYEL FYeF
Y o

Blsolute Strengths by Prograr fevels -~

Blternstive } - pov £/ ‘ |
Fintmur | 10 10 10 10 Y0
sasic Leveld 15 15 15 15 1%
inhanced Leveld . 17 17 17 17 Y7
Allernative 2 k
Fintmyn 5 5 5 5 5
Besic Level 12 Y2 12 12 12
Erhanced Leve) 17 Y7 17 Y7 17 -

Strength Changes Relative to POM Minimum and Bands

Alternative 1 - POK 3/
Finimur 10 10 10 10 10
Brsic dowed Band - B 5 5 5 3
Lnheriod eowet 5«&3 2 Z Z by 2
Aligrnetive ¢ A7
Finimun - 5 -~ 5 -5 . 5 -5
Broir Legased Iood + 7 + 2 + 2 + 2 + 2
Enhanced toned Bood + 3 + 3 + 3 + 3 + 3

1/ The atsolute strength 51 esch program level s the total program strength
cumulaied to that level. For Alternative 1 in the example above, the FYBZ
strength in the Minipum fs 10K, The absolute strength of the Basfc Leve)
(15K} 45 equal to the Minimum (10K) plus the Basic bang [5K), while the
Enhanced Tevel {17K) 1s the sum af the Basic Tevel {15K) and the Enhanced
band [2K).

2/ Alternative ¥ always displays the resources as submrtteﬁ in the POM.

37 POX resources are displayed by band fn Alternative } as the base point for
the changes proposed in subsequent alternztives. As can be seen in Footnote
3, band totals equa) the difference between twd successive program levels.

4/ fﬂr eacth allernative to the POM, the Minimum, Basic, and Enhanced band

© walues are charges relstive to the respective band total dizplayed in
Alternative | ~ POM. The exzmple Alternative 2 in FYBZ reduces the Minimum
by 5K and adds 2K to the Basic and 3K to the Enkanced bend.

Cnclosure 2
Page 3 .
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Pay 16: Service

May 30 - July 16:

Issue Paper

quyuw?

. Strategic.Foress
theater Muclear Forces
Gﬁncrai Purpose Forces

ROTSE

Manpower & Lagistfcs
intelligence

July 17

July 2%
August 8
August 18, 19
August 20
Aygust 27

Fa
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CY 1980 PROGPAM REVIEW SCHEDNLE

Isgun
Paper
Sponsor

ASD{PALY )
ASD(PAXF)
RSO (rAsg)
Asn{cdy)
USORAE

AsD( vnﬁ&t}
ASD(CH)

FThymb.Nx i)
Skrtrhng”
to PAAC

"May M0

May 10
May 30
Ra} a0
May 10
May 30

and Dnfense Anancy Program Ohjective Memorando

Nraft Tssue
Papers Out
for Novipw
June 20
Jyne 23
Jilﬂf? ?4
June 25
Junr 26
June 27

-

Weap-up mepting with Secretary of Nefencw

+ Puhtish Proqram Necision Memnrandyms (POM2)

» Seryice Heclamag to POMS submitted

-Seryice Reclama mrotings with Ssrrntary of Defence
" Wrap-up meeting with Secretary of Defense .
Puhlish Amendnd Program Necision Memorandums (APOMs)

Camments
L S

JHae
e
July
Jritye
July
July

Py

27
10
]

2
3
3

=

(®

m {POMs] submitted

Final feegyn
Paper Dun
tn DRQ

Ju’y 3
Juty 7
Juty 8
Juiy 1
July 10
July N

- -

n:
Momt
t"f-!:‘f
Jiﬂ"&
July
U“'J
'in;? K
e
July



QUI-0F-COVLT St iILERERT FORNAT

: JSSUE: (short descriptive title)

DISCUSSION: (Include description of PO¥ Frogram, why change from POM ig
desirable, description of changes, and specification of progrmm’ '
offsets). :
T T COST AND MAKPOWER IMPACTS RELATIVE TO PCOM "
Cost (FYD7 € Milliors) ang Mrrrower (005) i
FY 82 FYy B3 fY B4 AE FY Eb Jh
CHANGE TO POM FO? ISSUE 1/ ' F
Minimum 410 e
Basic band 2/ _ + 8 -
Enhanced band 2/ . +4 | g
Y T Y """“"’"{"2“'—‘"‘"‘-" e ?,
TTTTTT U CHAKGE TO POY FOR OFFSET 1/ e e e e et v s, gt
' ) Hinimum : -10
Becic bund 2/ : - 8
Entarcec bend 2/ ’ - 4

TERTATIVE APPROV/AL

Sponsoring ASD or Difector

Kilitary Depertment/JCS

ASD(PALL)

R

1/ Hinimum, Basic band, and Enhanced band respurce values are changes to
to the respective bands fn the POM. The example shown adds $10M to
the Minimum, §EM to the Basfc band ($16M to the Basic level), and
$5M to the [nhanced band ($22¢ to the Enhanced level). The {ncreases
are then offset by equal and opposite d3djustments to the minimum and
the respective bands as §ndicated in the fnstructions.

2/ The Basic band contains the Program Decisfon Packages (PDPs) between
the Kintmum and the Basic level and the Enkanced band contains the
PDPs between the Basic and fnhanced levels.

Enclosure &
Tab B
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THE SECRETARY OF DEFENSE

WASHINGTON. D.C. 2030!

= SEP 10 1980
MEMORANDUM FOR THE MEMBERS OF THE DEFENSE RESOURCES BOARD

SUBJECT: Prioritization During the Budget Review

During the POM review process, we prioritized the defense program into
three bands: Minimum, Basic, and Enhanced. We now have to prioritize
the elements within the Basic and Enhanced bands, ending up with a
ranking of a1l Consolidated Decision Package Sets {CDPSs) between the
highest priority item in the Basic band and the lowest priority item in
the Enhanced band. This will be done through the following series of
steps:

o  When the Service budget submissions are received, the ASD(C) =~~~ 77

o o« e .o W11 distribute component ranking summarfes that fnclude & -cuvcrs N g

narrative description of each decision package (i.e., each
CDPS) to the members of the DRB.

0 At the same time, the'ASD(PA&E) will interleave the COPSs of

. all the Service submissions {which the Services will have
, , arranged in an ordinal ranking) into a tentative DoD-wide
N prioritized Tist. This list wiil be divided into 8 bands, and
distributed to the DRB. It will alsp serve as the preliminary
— Tist that the OMB has requested by October 10th.

0 DRE members will then submit Priority Change Proposals {PCPs)
in accordance with the “ground rules" in the attached sheet.
The PCPs will be collected, collated, and distributed by the
ASD(PALE) to the DRB members for their review.

0 After considering the PCPs, the DRB will make its recommendations
to me in the form of a two-part memo drafted by the ASD(PA&E}.
e One part will summarize those PCPs that meet with no objectiens - :
%;;;ﬁzf. : from DRB members. The other will report PCPs under contention, TR N
R indicating which of the DRB members favor and which oppose the =7+ 3Faw-
- PCP. I will indicate my decisions on that memo, as well as .
Bt any reprioritizations I may want to make apart from those -~ ia<i=70~
suggested by the ORB. e

o The ASD{PALE) will report my decisions to the DRB members for
. their information, and to the ASD(C) for incorporation in his
master system.

o My final 1ist will be due to OM8 about November 25th. In
addition to the inftial DRB prioritization meetings, I plan to

hoid at least one meeting with the DRB for a final “fine

, tuning” of the 1{st.



Aeitr e -

As was the case last year, all program prioritization.decisions will be
addressed through the DRB using the PCP process described in this memo,
while all budget scrubs will be handled through the DPS process. Throughout
the budget review, the master 1ist will be maintained by ASD{C}), and

will be updated to reflect both scrubs and reprioritizations. Obviously,
one set of COPSs will be common to both halves of the process.

Any su§gest10ns that the DRB members may have for improving the priori-
tization process described here should be sent to the ASD(PALE) as early

Bas possible.

Attachment
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GROUND RULES FOR PRIORITY CHANGE PROPOSALS (PCPs)

1. An individual PCP will deal only with moving a COPS from one band
to another, (e.g., from Band 4 to Band Z), not from one specific space
on the 11st to another (e.g., not from 175th on the list to 87th).

2. PCPs should address COPSs as an integral unit.

3. Proposals to transfer COPSs from the Basic to Enhanced band or vice
versa will be disallowed except in cases where significant new information
has come to tight since the POM review. Mpving a COPS into the Minimum
will not be allowed in any case. .

4. PCPs that recommend splitting a COPS (i.e., proposing one priority
Tor & portion of the COPS, and another for the rest) will be accepted in
only the most unusual circumstances. .

5. A1l PCPs will be submitted using the Priority Change Proposal
format that will be provided by ﬁSQ(PA§E).
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(s)
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Mar 19, 80
5000.2 (Encl 1)

REFERENCES, Continued

DoD Instruction 7000.3, "Selected Acquisition Reports (SARs),"
April 4, 1979

Deb Directive 4120.3, "Defense Standardization and Specification
Program," February 10, 1979

DoD Instruction 4120.19, "Department of Defense Parts Centrol Sys~ i
tem,” December 16, 1976 L
DoD Directive 5160.65, VSingle Manager Assignment for Conventional
Ammunition,” November 26, 1975

DoD Instruction 5000.36, "System Safety Engineering and Management,”
November 6, 1978

DoD Directive 6050.1, "Envirommental Effects in the United States of C —
Dol Actions" July 30, 1979 ;
Dol Directive 4155.1, "Quality Program,” August 10, 1978 ’
DoD Directive 3224.3, "Physical Security Equipmept: Assignment of

Respensibility for Research, Engineeving, Procurement, Installation, and o
Maintenance," December 1, 1976 t
Dol Directive 5000.3, "Test and Evaluation," December 26, 1979 -
Dol Directive 4100.35, "Development of Integrated Logistic Support -
for Systems/Equipments,’ October 1, 1970 :
Dol Instruction 3010.19, "Configuration Management,"” Mav 1, 1979
DeD Directive 5000.34, "Defense Production Management,"

Uctober 31, 1977

DoD Directive 5000.1%, "Policies for the Management and Control of
Information Requirements,'" March 12, 1976

DoD Directive 4120.21, "Specifications and Standards

Application,"” April 9, 1977 S
Military Standard B881A, "Work Breakdown Structures for Defense _
Materiel Items,"” April 25, 1975 f ?&

DoD Directive 5000.28, "Design te Cost,” May 23, 1975

DoD Instruction 7000.2, “'Performance Measurement for Selected
Acquisitions,” June 10, 1977 :
Dol Instructicn 5000.33, "Uniform Budget/Cost Terms and Definition,” |
August 15, 1977 :
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Mar 19, 8Q
5000.2 (Encl 2)

MISSI1ON ELEMENT NEED STATEMENT (MENS)
FORMAT

Prepare MENS in the format shown below. Do not exceed 5 pages,
including annexes. Reference supporting documentation.

A. MISSION

1. Mission Areas. Identify the mission areas addressed in this MENS.
A need can be common to more than one mission area. When this is the case,
identify the multiple mission areas.

2. Mission Element Need. Briefly describe the nature of the need in
terms of mission capabilities required and not the characteristics of a
hardware or software svstem.

B. THREAT OR BASIS FOR NEiﬁ

Summarize the basis for the need in terms of an anticipated change in
the prejected threal, in terms of an exploitable technology or in terms of
nonthreet related factors (e.g., continuing requirements for new pilots}.
When the need is bhased on a threat change, assess the projected threat
over the period of time for which a capability is required. Highlight
projected enemy force level and composition trends, system capabilities or
technological developments that define the guantity or quality of the
forecast threat. TInclude comments by the DIA and provide specific
references from which the threat description is derived. Quantify the
threat in numbers and capability. If nuclear survivability and endurance
are required mission capabilities, include an explicit statement of this
fact. When the need is based on exploitation of developing technology,
describe the benefits to mission performance.

C.  EXISTING AND PLANNED CAPABILITIES TO ACCOMPLISH THIS MISSION

Briefly summarizc the existing and planned Dol or allied capabilities
to accomplish the mission. This must nol be a narrow, one-Service view
when looking scross a multi-Service or an overlapping mission area, such
as air defense. Reference existing documentation, such as force structure
documents.

D. ASSESSMENT OF NEED

The most importaot psrt of the HENS is the evalvalion of the ability
of current and planncd capabilities to cope with the projected threat.
Base the evaluation on one or more of the following factors:

1. Deficiency in the existing capability, such as excessive manpower,
logistic support regquirements, ownership costs, inadeguate system readiness

or mission performance.

2. Exploitable technological opportunity.
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3. Force size or physical obsolesceace of equipment.

4. Vulnerability of existing systems.
E. CONSTRAINTS

Identify key boundary conditions for satisfying the need, such as:

1. Timing of need.

2. Relative priority within thé mission area.

3. The order of magnitude of ;esoufces the DoD Component is willing
1o commit to satisfy the neecd identified. This resource estimate is for
ifiitial reconciliation of resources and needs. It is mot to be considered

ag a program cost goal or threshold.

4. Logistics, safety, health, energy, environment, and manpover
considerations.

5. BStandardization or intevoperability with NATO, and among the DoD
Components .

6. Potentially critical interdependencies or interfaces with other
systems, and technology or development programs.

F. RESOURCE AND SCHEDULE TO MEET MILESTONE 1

Identify an approximate schedule and an estimate of resources to be
programed along with the approach proposed for developing alternative
concepts for presentation to the Secretary of Defense at Milestone T,

F-
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5000.2 {Encl 3)

DECISION COORDINATING PAPER {DCP)
FORMAT

Prepare DCP in the format shown below. Do net exceed 10 pages,
including annexes. Reference supporting documentation,

Part I: State the direction needed from the Secretary of Defense,

including deviations from the acguisition process contained in DoD Directive

5000.1 {reference (b)) and this Iastruction.

Part II: Describe the overall program. The Description and Mission
statement contained in the "Congressional Data Sheets" may satisfy this
requirement.

Part 1II: Revalidate the need for the program.

Part 1V: Summarize system and program alternatives considered and the
reasons why the preferred alternative was selected.

Part V: Summarize the program schedule and acquisition strategy with

emphasis on the next phase. The degree of competition should be addressed.

Part VI: [Identify and assess issues affecting the Secretary of
Defense's milestone decision,

ANNEXES

A. Geals and Thresholds

B. Resources - Preferred Alterpative
€. Life-Cycle Cost
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LT ANNEX A Mar 19, 80

GOALS AN THRESHOLDS 3000.7 (Aonex A to Encld)
]fiéE“Ebpfg¥a§"E§f%;§éaF 1 Recommended o SEC
Current At This Milastone
Estimate
- Losl Threshold n Busl V Threshoid
a b {c {d} (e}
cost 3 4 {a) (b} )
DT&L S
rocurement
Flyawsy
scacoune 4 6
Nexl Milestone
i

PERFORMANCE 7

Uperational

ﬁéssiqa bl
urvivability

and Reliability 9 10
Height

Range

Spead

Sortie Rate 1}

SUMPORTABILITY
ARD MANPOWER

vailability g8 g

Marming ¥4

Maintengnce-
related REM 13
Patroleum, (i1,
Lubricant
ﬁaﬁﬁum§iiﬁﬁ

Spares 19

e

I-'rnr!_rz[
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1

I provide goals and thresholds from last SODM.

Z pyplain any changes from colwmns {a) and (&) in a footnote.

3 provide values for total ROTSL and procurcment appropriations and for flyaway/roilaway/
sailaway cast. Additienal cost ejeponis may be opriate for jndividuyal systems.

All cas{ goeals and Lhreshe%gs wi { £ §n toﬁstani?pgage year gﬁl{ars‘ o

4 pdd sdditional stubs as appropriste. The stubs indicated are mandatory.

5 provide both @ total RDTAE program goal and threshold. Fiscal year thraskolds shall be
displayed in a foolnote to this Annex and shall tetal to the gverall ROTEE thresheld,

6 pProvide projected date for next milestone and for Initial Gperational fazabitity {100).
Define 100 by footnote. Additional schedule elements may be added, as appropriate,

7 select appropriate parameters that drive system effectiveness and costs. The stubs
indicated are only examples.

B Use readiness-related AGM parameters that constitute ouerational availability if more
appropriate.

4 Provide goals and thresholds to be achieved by the next milegtone, Predicted
survivability growth and REM growth shall be displayed in a footnote to Lhis annex as &
series of intermediate thresholds capable of being measured during development,
production, and deployment.,

10 Include mission maintainability if maintenance will be performed during the mission.
11 Include combat utitizabion rate if different from peacetime utilization rate.
12 ypctude botn operators and mairtenance persontel,
13 include separate parameters for depot maintenance.
14 ycp logistic-related REM parametors, if appropriate.
2
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DEF ANNCY B Mar 1%, 89
RESCUBCESR » PREFDARED ALTERINATIVE 5QG0.2 {Apnex B to BEacl 3)
(Current Dollara in Millions)

Fv 1% | F¥ 19__ |79 &%__ [ FY 19_ | F¥ L9_ |F¥ 19__ | Ff 10 To TOTAL
ERIOR COMPLETION | PROGRAM

Prauisition Quantizies

Development

Productizon
geliveries

Full
Tota
ROTH

B OPMENT
Yaiidation Phase

-3cale Duvelappont
i Deveioprest Scst @
£ Funding fapproved FYNP)

Init
Tata
Proc

FRODUCT TON
System Comt 2
{Lona Lead Fequiremanss) (A non-add snnry for wach fiswal year) { H [ 3 H 3 H 3

ial spares
1 Procurement Cost b
urenent Fundireg {Approved FYLP}

PILOOS
Dori
furi
Tota

HILOCH Funding {approved FYDE)

ng Development
r4 Production
1omneen

Fotal
ROTE
¥und

ipiis

Program hoguisition Loge L

£, Frocurenant and MILOON
ing {(aporoved FYDP)
@rence}

Esting
Durl
Duri

ved Other Respuraes Bejuiramants 3
ng Development
g Production

=13

KOPEPATING AND SUPPORT

¥ILPERS
Provueremant &
Total Operazing and Hupport Cosh i

Toral

Life Cycle Requiromenis

i
F 4
3

Definiriong should be in actordance with DeD Instructign 3U00.33 (refgrecce {(u}).
Equal to Weapon Svstem Cosr as defined {0 Dab Tnstruscion 3000.133 {(refzrence {v)); for Shiphuilding, Ourfirting and Pawz Delivery Costs will be included,
Other Life Cycle relaced cosrs {f.e., Inscaliazion, Project Manuger Office, Civilian Ralaries, etc.) fundad by other appropriations: e.g., U84 & MILPERS
during Pevelopoent and/ur Production phase, Alse, Productlon Base Support (Industrisl Facilicies), shore-based training facilities, and
vther system peculiar costs identifled as & separate lin® Ifewm. eor as a portion of 2 separate line item. in anocher par: of the Procurement
Buget. Tdentify zhe conrent of rhis entry.
Procurement <ostd sssociated wich operacing and ownlpng 2 weapon system such ag wodifications, veplenishment spares, ground aquipment, =tc.
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5000.2 (Annex C to Encl 3)

DCP ANNEX C
LIFE CYCLE COST

CONSTANT DOLLARS (IN MILLIONS)

OPERATING
. AND

ALTERNATIVE DEVELOPMENT PRODUCTION SUPPORT TOTAL

Al

A 2

A3

o

o

o]

CURRENT DOLLARS (IN MILLIONS)
OPERATING
AND |

ALTERNATIVE DEVELOPMENT PRODUCTION SUPPORT TOTAL i 4

Al

A 2

A3

[¢]
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¢}
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Mar 19, 80
5000.2 {Encl 4)

INTEGRATED PROGRAM SUMMARY (IPS)
FORMAT

The IPS summarizes the implementation plan of the DoD Component for
the complete acquisition cycle with emphasis on the phase the program is
entering, Limit the IPS to 60 pages (inclusive of all annexes except
Annex B) with no more than two pages required per topic. When further
detail is available in a published study or plan, reference these
documents in the IPS and provide them for inclusion in the Milestone
Reference File (MRF). Do not classify the IPS higher than SECRET. When
possible, display data in numerical or tabular format. The following
annexes are mandatory:

A. Resources - Cost Track Summary

B. Resources - Funding Profile

C. Resources - Summary of System Acquisition Costs
D. Manpower

E. Logistics

Include the topics indicated below in the IPS. If a specific item
cannot be discussed due to the nature or timing of the acquisition process,
provide a statement and explanation to that effect.

1. Program History. Summarize previous milestone decisions and
guidance, PPBS decisions, and significant Congressional actions affecting
the program.

2. Program Alternatives. In addition to the program proposed by the
DoD Component in the DCP, briefly describe each DCP alternative program,
including its advantages and disadvantages. Do not duplicate data in the
IPS annexes.

3. Cost Effectiveness Analysis. Summarize the assumptions, methodology,

status, and results of any cost-effectiveness analyses prepared in support
of the milestone decision. This section shall contain specific discus-
sions of those aspects of the analyses that relate to the issues identi-
fied at the Milestone Planning Meeting. If the analysis supporting the
recommended milestone decision is not complete at the time the IPS is
submitted, describe the analytical and coordination tasks remaining and
provide a schedule for completion of the analysis before the scheduled
DSARC meeting.

4. Threat Assessment. Provide an up-to-date summary of the threat,
including discussion of CIPs. At Milestones I, Il, and Ill, a reaffirma-
tion of program need shall be included.

5. System Vulnerability. Describe vulnerability to detection, inter-
ference, and attack and program actions to minimize these vulnerabilities.
Nuclear and nonnuclear survivability and endurance information shall be
summarized.

e -
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6. Organizational and Operational Concept. Describe the organiza-
tional structure associated with the system and the general system
operational concept., Describe a typical mission profile or profiles and
activity rates (wartime and peacetime).

7. Overview of Acquisition Strategy. Describe the overall strategy
to acquire and deploy a system to satisfy the mission need, referring to
but not repeating other sections of the IPS. Discuss the rationale for
any deviations from acquisition process prescribed in Dol Directive 5000.1
(reference (b)) and this Instruction. Emphasis should be on the next
phase of the acquisition process.

8. Technology Assessment. Summarize the degree to which technology
planned for use in this program has been demonstrated. Identify tech-
nology risks and activities planned to reduce these risks. Discuss
nuclear hardening technology and asseciated risks, as appropriate.

9. Contracting. Provide a2 summary of information im the contracting
plan. At a minimum, include: <({a} the overall program contracting plan
{(intreduction and maintenance of competition throughout the system life-
cycle and plans for competitive breakout of components by both the
government and the contractors); (b) contractor performance under
contracts in the current program phase; and (c) major contracts to be
awarded in the next program phase (summary of workscope, contract types,
sources solicited and selected, scheduled award dates, special terms or
conditions, data rights, warranties, estimated cost or price including
incentive structures). When appropriate, reference other portions of the
1PS or documents in the MRF for additional detail. Do neot include
contractor sensitive data in this paragraph.

10. Manufacturing and Production. Summarize the system's productiocn
plan concentrating on those areas appropriate to the next phase. Refer Lo
Dol Directive 5000.34 {reference (»)). Additionally:

a. At Milestone I. Identify new manufacturing technology needed
for each concept considered for demonstration and validation. Also identify
deficiencies in the U.8. industrial base and availability of critical
materials,

b. At Milestone II. Describe areas of production risk and provi-
sions for attaining a producible design during the Full-Scale Development
phase and identify requirements for parts control, long lead procurement,
and limited productioan.

c. At Milestone II1. Summarize the results of the production
readiness review and address the existence of a manufacturing design.
Include nuclear hardening design in the summary, if appropriate. If
the review is not complete at the time the IPS is submitted, describe the
tasks remaining and provide a schedule for completion prior to the scheduled
DSARC meeting.
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$000.2 (Encl 4)

11, Data Management. Discuss how general engineering and data
requirements imposed on contractors shall be selected and tailoved to fic
the particular necds of the program and the program manager and Lhe degree
of configuration management that shall be applied to the program.

a. Application. Identify exceptions to use of approved specifi~
cation, standards, their related technical and engineering data, special
reports, terminclogy, data elements and codes to be used for program
management. Refer to Dofl Directive 5000.19 (reference (p)) and to DoD
Directive 4120.21 (reference {gq)}.

b. Work Breakdown Structure (WBS). Tldentify and explain any
deviations from MILSTD B8B1A {reference {r))}.

c¢. Contractor Data Base. Discuss how the contracter's internal
data base shall be validated and used to provide essential information.
Discuss also whether or nobt conlractor dala products can be used as sub-
stitutes for Dol required reports.

4. Levels of Details. Discuss how reporting burdens shall be
minimized by using the highest level of the WES that can serve management
needs,

12. Configuration Management. Identify interfacing systems and
discuss the degree of configuration management planned for each phase.
Also, explain any intended deviations from DoD Directive 5010.19 (reference

(n)}.

13. Test and Evaluatioa. Describe test results to date and future
test objectives. Based on the Test and Evaluation Master Plan, include a
narrative description of the overall test strategy for both Development
Test and Evaluation and Operatienal Test and Evaluation. Refer Lo
DoD Directive 5000.3 {reference (1)}).

t4. Cost. Address the elements listed below. Make the discussion
consistent with Annexes A, B, and € and address such displays in expanded
detail, if appropriate.

a, Life-Cycle Cost. Discuss the underlying assumplions pertain~
ing to the life-cycle cost estimates, including the impact of Foreign
Military Sales, cooperative development or production, planned production
rates, and learning curves for each of the alternatives in the DCP.

b. Cost Contreol. Discuss cost control plans to include the fol-
lowing 1tems:

{1) Assumptions on which the propoesed program cost thresholds
were determined,

(2) Proposed Design-to-Cost poals and how they shall be

implemented at the contract level. Refer to DeD Directive 5000.34
{reference {o}) and to Dol Directive 5006.28 {reference (s5)).

3



increased costs or savings from competitive production sources.

C.

(3) Exceptions to implementation of Cost/Schedule Control
Systems Criteria and alternative cost control procedures to be used. Refer
to Dol Instruction 7000.2 (reference (t}).

Production

{1) Hilestone I.

Discuss the economics for establishing a
second production source for the preferred alternative.

Estimate the

Produc-

tion guantities and production rates for this estimate shall be determined

at the Milestone Planning Meeting. -

rates.

tions of funds, as necessary, to explain IPS Rescurce Annex (.

15. Logistics.

d.

{(2) Hilestones 1T and IJI.

Programing and Budgeting.

Provide an analysis of variation
in unit cost with production rate which identifies efficient production

Discuss the sources and applica~-

Summarize information contained in the Integrated

Logistics Support Plan and present related management issues and risk
Refer to DoD Directive &4100.35

areas.

(reference (m)}.

including the levels of maintenance for each alternative.

Display backup data in Annex E.
Additionally:

a.

At Milestone [

(1) ldentify mission requirements {(including any NATO member
requirements) that significantly impact upon system design features and
support concepts.

(2) Identify subsystems and logistic elements that drive
support cost and readiness of similar current systems and identify areas
for improvement in new system design efforts,

(3) Identify subsystems and major items of equipment that are
common to other programs and systems and describe standardization approach.

(4) Define the support concept alternatives to be considered,

{5) Identify major support equipment requiring new development.

(6) Identify new technology items that require advances in
repair technology.

(7) Jdentify all estimated RDTAE funding to be allocated to
suppert planning and analysis by program phase.
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b. At Milestones 1i and 1I]. Update the information provided at
the previous milestone. Additionally:

{1) ldentify R&M test results to date and the quantitative
effect on support resource requirements, such as manpower, spares, depot
maintenance, to meet readiness objectives.

(2) Estimate the capability of current and planned support
systems to meet logistic objectives, such as resupply time, maintenance

turn-around~time, and automatic test equipment production rate and capacity.

(3) Identify contract provisions for logistics support, such
as parts control and interim contracter support. Do not repeat information
¢ontained in the Contracting section of the IPS.

(4) Identify any subsystems considered for long-term con-
tractor support and the analysis leading to contractor support decisions,.

{5) Provide a reference to the document that includes the

leadtimes and activation dates for each level of organic support capability.

16. Reliability and Maintainability. Define each R&M parameter that
applies to the system proposed in the DCP and summarize R&M achievements
of the preceding phase. Describe R&H requirements for the next phase,
Additionally:

a. At Milestone [. Establish a tentative design goal (or a range
of values) at the system level for each applicable R&M parameter. These
goals shall be responsive to projected needs of the mission area and
realistic in comparison to measured R&M values of similar systems.

b. At Milestone Il

{1) Show that operational R&M problems, typical of similar
systems, have been addressed in design, by careful selection of GFE, and by
tailoring operating and support concepts.

(2) ldentify major GFE elements of the new system and provide
some indication of how reliable and maintainable they are in similar
applications. State the source of this information,

{(3) Establish a specific goal and threshold for each applic-
able R&M parameter to be attained prior to Milestone III.

(4) Display predicted R&M growth as a series of intermediate
points associated with thresholds for full-scale development.

©. At Milestone ITI. Display predicted R&M growth as a series of
intermediate points associated with thresholds for production and deploy-
ment.

e . . o



17. Quality. Summarize the independent qualily assessments required
by DoD Directive 4155.1 (reference (j)) and provide the status of action
taken or in process as a result of the recommendations contained ip the
independent quality assessments.

18. Manpower. Specify the system activity level used to estimate and
compute the system manpower requirements presented in the annex. Indicate
whether this activity represents -a combat surge, sustained combat, pre-
combat readiness, or other posture (specify}. Also specify the available
hours per person, per month used to compute numbers of people from work-
load estimates (not required at Milestone 1). List any other critical
assumptions that have a significant bearing on manpower reguirements.
Discussion of manpower requirements shall be consistent with Annex D and
provide supporting detail as appropriate. Additionally:

a. At Milestone I

(17 Swmmarize manpower sensitivity to alternative employment
concepts being considered.

(2) Identify parameters and innovative concepts to be
analyzed during the next phase such as: new maintenance concepts and
organization; new concepts or technnlogies to improve personnel
proficiency and performance.

b. At Milestone 11

(1) Summarize the significant manpower implications of trade-
offs conducted among hardware design, support characteristics, and support
concepts.

{(2) Explain briefly significant manpower differences in
comparison with 2 reference system, considering design, support concept,
and employment objective. The reference system should be one that is
being replaced by the new system, performs a similar function, or has
similar technological characteristics.

(3) Quantify the sensitivity of manpower requirements to the
proposed maintenance related reliability and maintainability goals and to
system acbLivity rates.

{4} Describe the sources of manpower for the new system.
Summarize projected requirements versus projected Dol Component assets in
critical career fields. Identify new occupations that may be required.

{5} Include schedules for:

{(a} Further trade-of{ analyses among design and support
elements impacting manpower,

(b) Job task identification,
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5000.2 (Encl 43

{¢) The manpower analyses planned during full-scale
development, and

(d) Planned T&E to verify the manpower estimates and
underlying assumptions.

c. At Milestone I11

(1) Explain changes from maupower estimates presented at the
previous milestone. Quantify manpower sensitivity to the maintenance
related reliability and maintainability levels demonstrated, to those
proposed, and to system activity levels (including wartime surge).

(2) 1identify shortfalls in meeting requirements by occupa-
tion. Assess the impact on system readiness of failure to obtain required
personnel . Identify new occcupations not vet approved and programed into
DoD Component personncl and trainiog systems.

{3) Sumnarize plans f{or evaluating manpower requirements
during fellow-on test and evaluation.

19. Training

a. At Milestone I. TIdentify any significant dJifferences in the
training implications of the alternative system considered.

b. At Milestone Il and I11I

{1) Summarize plans for attaining and maintaining the re-
quired proficiency of operating and support personnel, quantifying the
scope and duration of formal training, time in on-the-job and unit
training, use of simulators and other major training devices in formal and
unit training and use of other job performance and training aids,

Identify anticipated saviogs from use of simulators or other training
devices,

{2) Provide a summary by Fiscal year and occupation of all
formal training requirements for the proposed system, idenLifying numbers
of personnel trained and training costs (including facility modifications).
Separately ideotify the netl impact on special emphasis training programs
such as undergraduate flight training.

¢. At Milestone TI1 Also

(1} Summarize plans and additional resources required to
train the initial compeonent of operating and support personnel for unit
conversion to fielded systems.

(2} Summarize plans for training reserve component personnel
whose missien requires operation or support of the system.



(3) Reference plans for validation of proficicncy criteria
and personnel pecformance.

20. Facilities., Describe any new government or industry facilities
required for production or support of the system. Summarize how these
facilities are to be made available. [Identify cost and schedule
constraints, such as training, testing or maintenance, imposed hy
facilities limitations.

21. Energy, Environment, Health and Safety. Summarize the environ-
mental and energy impacts of developing, producing, and operating the DCP
systems alternatives.

a. Specifically, for energy considerations:

{1) At Milestone I. Establish tentative design goals, or
range of values, for energy efficiency and substitution at the system
level that are responsive to projected needs of the mission area. These
goals should be shown in comparison to energy efficiency and substitution
capability of similar systems.

(2) At Milestone Il. Establish {irm encrgy related goals
when appropriate and state trade-offs made between the design, operating
concepis, simulators, and any substitution objectives.

{3) At Milestone 11I1. Review energy consumption prejections
and efficiencies and their sensitivities to system populations.

b. Additionally, pricr to the Milestone 1I and Il! decisions,
summarize the results of system health and safety analyses and assessments
ard specify actions pending on any unresolved significant system health or
safety hazards, Cite managemecnt decisions, if any, to accept the risks
associated with significant identified hazards.

¢. List covironmental documentation prepared in avcordance with
Dol) Directive 6050.1 (reference (i)).

22. Computer Resources. Address the following factors:

(a) Interface requirements.

(b} Computer programs and documentation required to support the
development, acquisition, and maintenance of computer equipment and other
computer programs.

(¢) Plans for maintenance and update of software after initial
system operating capability has been achieved.

23. International Programs. Summarize action taken with regard Lo
NATO RSI considerations listed in paragraph E.14. of the basic lnstructien
and identify approved, pending, and potential Foreign Military Sales.
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Mar 19, 80
5000.2 (Annex £ to Encl &)

1

RESOURCES - SUMMARY OF SYSTEM ACQUISITION COSTS

CURRENT DOLLARS

SOQURCES OF FUNDING {(MILLIONS)
Department of the Army S XXX
Program Element XXXXX SKXAKX
Program Element XXXXX ) 5,0.0.¢4
Department of the Navy .:0.0.0.4
Program Element XXXXX SXAXXX
Department of the Air Force AXXXX
Program Element XXXxX SAKXK
Defense Agencies XEEXX
Program Element XXXX SXXXXX
Other U.5. Government XXXEX
Other Foreign AXAAK
TOTAL FUNDRING SXXX
CURRENT DOLLARS
QPPLIﬁATIONS (MILLIONS)
Major System Equipment SXXXXX
System Project Manager 14.5.9.0.4
System Test and Evaluation XXHKX
Peculiar Support Equipment XEXXX
Training XXXXX
Data ) 4.8.0.0.4
Operational Site Acquisition XXEXX
Industrial Facilities }3.8.6.9.4
Common Support Equipment XEXXX
Initial Spares and Repair Parts _XXXXX
TOTAL FUNDING SXXXXX

Refer to DoD Instruction 5000.33 (reference (u)).
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5000,2 {(Annex D to Encl 4)

IPS ANKEX D
MANPOWER

The IPS will have a one page Manpower annex including the Following:

A. Current manpower estimate for military force structure:

UNIT MANNING ° PROGRAM TOTALS >
2 PROGRAM REFERENCE  NO. OF,  ACTIVE RESERVE
UNIT TYPE  ALTERNATIVE  SYSTEM UNITS MILITARY  COMPONENT  OTHER

B. Contractor, support and depot workload (Annual manbhours per end item
deployed)} : '

DSARC System Reference System

Contractor Support {below depor}
Depot Level Workload

C. Net Change in Total Force Manpower associated with the proposed
system deplovmenL:

Active Forces Reserves DoD Civilians

Number of Authorizations

1 Not required at Milestone 1.

{ist each unit type that will operate the system/primary system
elements, including unit types that provide imtermediate maintenance
of system components. Examples of unit types are "Tank Battalion,”
"Munitions Maintenance Squadron,” "avionics Intermediate Maintenance
Department.”

3 For each unit type, show the manning required to satisfy the most
demanding mission (normally combat employment, but may be pre-
combat readiness for certain naval vessels and systems on alert].
Show total unit manniag for operating units, organizational level
direct support units, and dedicated intermediate support units.

SN
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For units that provide intermediate level support to many primary b
systems, such ss naval shore hased intermediate maintenance L
departments, show manning equivalent of the man years of work attributable e
to program the alternative. Denote manning equivalents with an asterisk. o
-
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4 Number of units of each type in the planned force structure for the
R program slternative. o
5 Multiply number of units by unit manning, and eguivalent manning
by quantity of systems deployed, to obtain total manning requipéd
for units operating and/or supporting the program alternative syspem.
Show how these requirements are expected to be satisfied as: ACLIVE,
military authorizations, reverse component -suthorizations, andfor
other to be identified in footnote. Unprogramed requirements muag
be shown as "other.” : E
6 Annual man years of below-depol contractor support divided by the.
planned quantity of the system in the force structure, and‘thelgﬁﬁgg;
man years for depot level maintenance of the system and its compon
divided by the planned guantity of the system in the force structure!
Not required at Milestonme 1. ' .
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IPS ANNEX E
LOGISTICS

The IPS will have a one-page Logistics Amnex. The foliowing provides
general format guidance, but should be tailered to meet the needs of
each new system,

New Systam3 2
Alt. 1 Ale, 2 Ale. 3 Current System

1. System Readiness Objectivas
Peacetime Readiness 3
Wartime Employment 4

Z. Design Parameters
Reliability 5
Maintainability &
Built-in-test Effectiveness 7

3. Logistics Parameters
Resupply Time
Spares Regquirement §

1 Imclude one column for each program alternative. For ecach parameter
provide an estimate at system maturity based on analyses and tests to date,

2 Identify a comparable system in current operation.

3 Appropriate peacetime measures such as Operational Keadiness at peace-
time utilization rate, supply and maintenance downtime rates.

4 Appropriate wartime measure for the system such as sortie generation
rate, operational availability at combat uvtilization rate, station
coverage rale. ,

5 Appropriate logistic-related reliability parameters such as mean time
between maintenasnce actions or removals.

6 Appropriate maintainability measures for the system such as mean time to
repair, maintenance manhours per malntenance action.

7 If applicable to the system, include fault detection, fault isolation,
and false alarm rates.

8 Estimate of spares investment required to meet system readiness

objectives at stated logistic-related reliability levels. HMay be stated
as requirement per site or operating unit, or for entire fleet, as
appropriate.
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DOD POLICY ISSUANCES RELATED

TO ACQUISITION OF MAJOR SYSTEMS

A. DEFENSE ACQUISITION REGULATION
{(FORMERLY ARMED SERVICES PROCUREMENT REGULATION)

B. ADMINISTRATION - GENERAL

4105.55 (D}
4275.5 (D)
5000.4 ()

5000.16 (D)

5000.23 (D)

5000.29 (D)

5100.40 (D}

5220.22 (D)
5500.15

7920.1 (D)
7920.2 (D)

Selection and Acquisition of Automatic Data
Processing Resources

Acquisition and Management of Industrial Resources
0SD Cost Analysis Improvement Group

Joint Lopistics and Personnel Policy and
Guidance (JCS Publication No. 3)

System Acquisition Management Careers

Management of Computer Resources in Major
Defense Systems

Responsibility for the Administration of the
DeD Automatic Data Processing Program

Department of Defense Industrial Security
Program

Review of Legality of Weapons Under Inter-
national Law

Life Cycle Management of Automated Informa-
tion Systems {AIS)

Major Automated Information System
Approval Procsss

C. ADMINISTRATION - STANDARDIZATION OF TERMINOLOGY

5000.8
5000.9 ()
5000.11 (D)
5000.33

Glossary of Terms Used in the Areas of
Financial, Supply and Installation Management

Standardization of Military Terminology

Pata Elements and Data Codes Standardization
Program

Uniform Budget/Cost Terms and Definition

.
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. D. COMMUNICATION/INFORMATION MANAGEMENT
5000.1% (D) Policies for the Management and Control of
) — Information Regquirements
5000.20 (D) Management and Dissemination of Statistical
Information
. 5000.22 Guide to Estimating Cost of Information
Requirements
5000.32 Dob Acqﬁisition Management Systems and
- Data Requirements Control Program
5230.3 (o} Information Releases by Manufacturers
€-5230.3 (D) Public Statements on Foreign and Military
Policy and on Certain Weapons (U)
5230.4 (D) Release of Information on Atomic Energy,
Guided Missiles and New Weapons
5230.9 (D) Clearance of Department of Defense Public
Information
8400.4 (D) Provision of Information to Congress
(D) Availability to the Public of Department of

Q/ 54007

E. CONTRACT MANAGEHMENT

1100.11

4000.19

4105.60

4105.62

4140.41

4160.22

(b}

(D)

€1}

{6

e e e e o e, e s o
B St AR

"y

Defense Information

Equal Employment Opportunity, Government
Contracts

Basic Policies and Principles for Inter-
service, Interdepartmental and Imteragency
Support

Department of Defense High Dollar Spare Parts
Breakout Program

Selection of Centractual Sources for Major
lefense Systems

Government-Owned Materiel Assets Utilized
a5 Government-Furnished Materiel for Major
Acquisition Programs

Recovery and Utilization of Precicus Metals

i
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5010.8

7800.1

F. INTEGRATED LOGISTICS

) 4100.35
4130.2
4140.19
4140.40
4140 .42
4151.7

4151.15

5100.63

(D)
(D)

D)

(D}

(D)

Mar 19, BO
5000.2 (Encl 5)

Dol Value Engineering Program

Defense Contract Financing Policy

Dev&iopment of integrated Logistic Support
for Systems/Equipments

The Federal Catalog System
Phased Provisioning of Selected ITtems for
Initial Support of Weapons Systems, Support

Systems, and End Items of Equipment

Basic Ojectives and Policies on Provision-
ing of End ltems of Materiel

Determination of Initial Requirements for
Secondary ltem Spare and Repair Parts

Uniform Technical Documentation for Use in
Provisioning of End Items of Materiel

Depot Maintenance Programming Policies
Provisioning Relationships Between the Military

Departments/Defense Agencies and Commodity
Integrated HMateriel Managers

G. INTERNATIONAL COOPERATION

2000.3

2000.6

2010.6

2016G.7

2015.4

2435.1

(D)

(B)

(0

(D)

(0

International Interchange of Patent Rights
and Technical Information

International Co~Production Prejects and
Agreements Between the U.S. and other
Countries or International Urganizations

Standardization and Interoperability of
Weapon Systems and Equipment within the
North Atlantic Treaty Organization (NATO)

©5licy on Rationalization of RATO/NATO Member
Telecomnunication Facilities

Mutual Weapon Development Data Exchange
Program (MWDDEP) and Defense Development
Exchange Program {(DDEP)

Defense Economic Cooperation with Canada
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2045.2

(®

2104.13

2140.1

- 2140.2

3100.3

3100.4

3100.8

4155.19

5100.27

5230.11

5230.17

5530.3

(D}

(D)

(D}

(D)

#)

()

(D)

(D)

Agreements with Australia and Canada for
Qualification of Products of Non-Resident
Manufacturers

United States Policy Relative to Commitments
te Foreign Governments Under Foreign Assistance
Programs

Pricing of Bales of Defense Articles and
Defense Services to Foreign Countries and
International Organizations

Recoupment of Nonrecurring Costs on Sales
of USG Products and Technology

Cooperation with Allies in Research and
Development of Defense Eguipment

Harmonization of Qualitative Requirements
for Defense Equipment of the United States
and Its Allies

The Technical Cooperation Program (TTCP)
NATO Quality Assurance

Delineation of International Logistics
Responsibilities

Disciosure of Classified Military Information
“to Foreign Governments and International
Organizations

Procedures and Standards for Disclosure of
Military Information to Foreign Activities

International Agreements

H. PLANS - CONSERVATION OF RESOURCES

4170.9
6050.1 (D)
TN I AN T A T T

T TN TS TR AN Sy e e

Defense Contractor Energy Shortages and
Conservation

Environmental Effects on the United States
of DoD Actions
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PLANS - HMATERTAL AVAILABILITY, WAR RESERVE AND MOBILIZATION

3005.5
4005.1
4005.3
4005.16

4100.15
4151.16
4210.1
4210.7
4210.8

4410.3

44610.4

5160.54

5220.5
PRODUCTION,
4155.1
4200.15
5000.3
5000. 34
5000. 38

5010.20

(D)

(D)

(D}

(D)
(D)

(D)
(D)

(D)

QUALITY ASSURANCE, TEST AND EVALUATION

(D)

(D)
(D)
(D)
(D)

Criteria for Selection of Items for War
Reserve

DoD Industrial Preparedness Production
Planning

Inddstrial Preparediiess Production Planning
Procedures

Diminishing Manufacturing Sources and
Material Shortages (DMSMS)

Commercial or Industrial-Type Activities
DoD Equipment Maintenance Program
Department of Defense Coded List of Materials

Controlled Materials Requirements

H

Department of Defense Bills of Materials

Policies and Procedures for the DoD Master
Urgency List (MUL)

Military Production Urgencies System

Industrial Facilities Protection Program - :'
DoD Key Facilities List E
=
Industrial Dispersal -
b

'

Quality Program

Manufacturing Technology Program

W T

Test and Evaluation
Defense Production Management

Production Readiness Reviews

bl ca® et Sl B

Work Breakdown Structures for Defense
Hateriel Items

I B




. 5160.65

L K. RESOURCE HANAGEMENT

7000.1

7600.2

7000.3

7G060.10

7000,11

7041.3

7045.7

7200.4

L. TECHNICAL HANAGEMENT

\W,. 1130.2

4630.5

3810.12
501G6.19

5104.30

5100.36

5100.38
5100.45

5200.20

5200.21

(D}

(D)

(B)

D)

(D)

(D)
(D}

(D)

(D)

Single Manager Assigmment for Conventional
Ammunition

Resource Management Systems of the
Department of Defense

Performance Measurement for Selected
Acquisitions

Selected Acquisition Reports (SAR)

Contract Cost Performance, Funds Status
and Cost/8chedule Status Reports

Contractor Cost Data Reporting (CCDR)

Economic Analysis and Program Evaluatisn
for Resource Management

The Planning, Programming and Budgeting
System

Full Funding for DoD Procurement Programs

- GENERAL

Management and Contrel of Engineering &
Technical Services

Compatibility and Commonality of Equipment
for Technical Command and Contrel, and
Communications

Management of Technical Data

Configuration Management

Worldwide Military Command and Ceantrol
Systems {(WWMCCS)

Department of Defense Technical Infermation

Defense Documentation Center for Scientific
and Technical Information (DUC)

Centers for Analysis of Scientific and
Technical Information

Distribution Statements on Technical Documents

Dissemination of Dol Technical Information
[
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o~
7720.13 Rescarch and Technology Work Unit
Information System e
7720.16 Research and Development Planning Summary ¥
(DD Form 1634) for Research and Development ‘e
Program Planning Review .
' #. TECHNICAL MANAGEMENT - DESIGN PARAMETERS -
. 32241 (D) Engineering for Transportability ;
L
4100. 14 Packaging of Materiel
4120.3 (0} Defense Standardization and Specification =
Program
412G.11 (D) Standardization of Mobile Electric Power
Generating Sources
4120.18 {p} Metric System of Measurement u
Iy
4120.19 Department of Defense Parts Control System :
. -
~ 4120.20 Development and Use of Nen-Govermment .i
Specifications and Standards
412G6.21 (D) Specifications and Standards Application
4140.43 () Department of Defense Liquid Hvdrocarbon e

Fuel Policy for Equipment Design, Operation,
and Logistics Support

L

——
4151.1 () Use of Contractor and Government Resources Lo
for Maintenance of Materiel 4
?;
4151.9 Technical Manual (TH) Management =
4151.11 Policy Governing Contracting for Equipment ?
Maintenance Support .
i
4151.12 Folicies Governing Maintenance Engineering ¥
within the Department of Befense i
4500.37 Ownership and Use of Containers for Surface .
Transportation and Configuration of Shelters/ 3
Special-Purpose Vans o
3
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4500.

C-4600.

4630.

5000,

5000.

5000.

5100

5148.

6055.

41

28

36

37

.50

(D)

(D)

(D)

D)

(D)

Transportation Container Adaptation and
Systems Development Management

Electric, Counter-Counter Measures {(ECCH)
Policy (U}

Compatability and Commonality of
Equipment for Tactical Command and
Control and Communications
Design-to-Cost

System Safety Engineering and Management

Acquisition and Distribution of Commercial
Products

Protection and Enhancement of Environmental
Quality

The Joint Tactical Communications
(TRI-TAC) Program

Personal Protective Equipment
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December 26, 1974
NUMBER 5000.3

. . . USDR&E
Department of Defense Directive

SUBJECT: Test and Evaluation

Reference: (a) DoD Directive 5000.3, "Test and Evaluation,"

April 11, 1978 (hereby canceled)

{b) DoD Directive 5000.1, "Major System Acgquisi-
tions,” January 18, 1977 (

(c) DoD Directive 5000,2, "Major System Acquisi~
tion Process,” January 18, 1977

{d) DoD Directive 3200.11 "Use, Mapnagement and
Operation of Department of Defense Major
Ranges and Test Facilities,” June 18, 1974

{(e) DoD Directive 5000.19, "Policies for the Manage-
ment and Control of Information Requirements,”
March 12, 1976

A. REISSUANCE AKND PURPOSE

This Directive reissues reference (a) and establishes policy
for the-conduct of test and evaluation in the acguisition of
defense systems; designates the Director Defense Test and Evalu-
ationn (DDTE) as having overall responsibility for test and evalu-
ation matters within the Department of Defense; defines responsi-
bilities of the DDTE, organization of the Joint Chiefs of Staff
{0JCS) and DoD Components; and provides puidance for the prepara-
tioen and submission of Test and Evaluation Master Plans.

B. APPLICABILITY AND SCOPE

i. The provisions of this Directive apply to the Military
Departments and the Defense Agencies (hereafter referred to as
"DoD Components''), the Office of the Secretary of Defense {(0SD),
the (LJC5, and the Unified and Specified Commands. As used herein,
the term "Military Services" refers to the Army, Navy, Air Force,
and Marine Corps.

2. These provisions encompass major defense system acquisi-
tion programs, as designated by the Secretary of Defense under
DoD Directive 5000.1 (reference (b)), and apply to all DoD Compo-
nents that are responsible for such programs. In additioen, the
management ©f svstem programs not designated as major system
acquisitions shall be guided by the principles set forth in this
Directive,
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C. DEFINITIQNS
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Terms used in this Directive are defined in enclosure 1.

B, POLICIES AND RESPONSIBILITIES

1. General

a. Test and evaluation (T&E) shall begin as oa3rly as possible
and be conducted throughout the system acquisition process to assoss
and reduce acquisition risks and to estimate the operational effective- -
ness and operational suitability of the system being developed. Heaning~
ful crieical issues, test objrctives, and evaluation criteria relsted to
the satisfaction of mission need shall be estahlished before tests
begin.

b. Successful accomplishment of T&E objectives will bc a key
requirement for decisions to commit significant additional resocurces to
a program or to advance it from one acguisition phase to another,
Acguisition schedules, Fimancial plans, and contractual arrangements
shall be based on this principle.

c. Dependence on subjective judgment concerning system per—
formance shall be minimized during testing. To the extent permitted by
resource constraints and the need for realistic test envirenmenls, z‘-\\
appropriate test instrumentation will be used to provide quantitative
data for system evaluation.

2. Development Test and Evaluation (DT&E)}. DTAR is that T&E
conducted to assist the enginecring design and development process and
to verify attainment of technical performance specificaticns and objec~
tives. DT&E is normally accomplished or managed by the Dold Component’s
materiel development agency. 1t ircludes T&F of components, sub-
systems, hardware/softwaré integration, related software, and prototvpe ~
or full-scale engineering development models of the system. T&E of
compatibility and interoperability with existing or planned eguipment
and systems are also included.

a. During the system acquisition phase before the decision
Milestone ]I, DT&E shall be asccomplished, when appropriate, to assist in
selecting preferred alternative system concepts.

b. Before the Milestone I decision, adeguate DT&E shall be
accomplished to identifly the preferred technical -approach, including
the identification of technical risks and feasible solutions.

¢. Before the Milestone 1I1 decision, adequate DT&E shall he
accompfished to ensure that engineering is reasonablv complete
(including survivability/ vulnerability, compatibility, transporta- ‘::;
bility, interoperability, reliability, maintainability, safelLy, human /
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factors, and logistic supportability), that all significant design
problems have been identified, and that sclutions to these problems are

in hand.

d. After the Milestone 1II decision, DT&E shall be an integral
part of the development, acceptance, and introduction of system changes
to improve the system, react to new Lhreats, and reduce life cycle
costs.

e. For systems that interface with equipment of another DoD
Component or that may be acquired by more than one Doll Component,
multiservice DT&E may be required. Such testing shall include appro-
priate participation and support by all affected Dol Components.

f. The Dol Component's developing agency shall structure

acquisition programs, make information available, and arrange for the

Dol Component's independent operational test and evaluation (OT&E)
agency's participation in development testing, as appropriate, to
suppert OT&E objectives.

3. Operational Test and Evaluation (CT&E). OT&E is that T&E
conducted to estimate a system's operational effectiveness and opera-
tional suitability, identify needed modifications, and provide infor-
mation on tactics, doctrine, organization, and personnel requirements.
Acquisition programs shall be structured so that OT&E begins as early
as possible in the development cycle. Initial operational test and
evaluation {(IOT&E) must be accomplished prior to the Milestone III
decision.

a. In each Dol Component there shall be one major field agency,
separate and distinct from the materiel developing/procuring agency and
from the using agency, responsible for menaping operational testing and
for reporting test results and its independent evaluation ¢f the system
under test directly to the Military Service Chief or Defense Agency
Director.

h. OT&E shall be accomplished in ar environment as opera~-
tionally realistic as possible. Typical operational and support person-
nel will he used to obtain a valid estimate of the users' capability to
operate and maintain the system when deployed under both peacetime and
wartime conditions.

¢. During the svstem acquisition ptase before the Milestone I
decision OT&E will be accomplished, as apprepriate, to assess the
eperational impact of candidzate technical ajproaches and to assist in
selecting preferred alternative system concepls,

d. Before the Milestone Il decisior OT&E will be accomplished,
as Aecessary, Lo examine the operational asjects of the selected alterna-

tive technical approaches and estimate the jotential operational effective-

ness and suitability of candidate systems. Decisions made at Milestone
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Il to commit funds for production long lead items or limited production
must be supported by OT&E results,

e, Before the Miléstone 111 decision, adequate OT&E shall be
accomplished to provide a valid estimate of the system's operational
effectiveness and suitability. The items tested must be sufficiently
representative of the expected production items to ensure that a walid
assessment can be made of the system expected to be produced.

f. After the Milestone 111 decision during initial preduction
and deployment of the system, the Dol Component’s OT&E agency will
manage follow-on OT&E (FQTSE), as necessary, to ensure that the initinal
production items meeit operational effectiveness and suitability thresh-
olds and to evaluate system, mampower, and logistic changes to mest
mature system readiness and performance goals.

g. when systems have an interface with equipment of another
Dol Component or may be acquired by more than one Uol Component,
multiservice OTS&E shall be accomplished. BSuch testing shall include
participation and support by ail affected Doll Cumpopnents. An indepen-
dent evaluation shall be submitted by the OT&E agency of each partici-
pating Dol {omponent,

h. Throughout the system acquisition process, the Dol Com-
ponent’s DT&E agency shall:

{1} Ensure that OT&E is effectively planued and accom-
plished during all acquisition phases.

{2) Participate in initial system acquisitien planning and
test design to ensure adeguacy of the planned schedules, testing, and
resources to megt OT&E objectives and to ascertain which portions of
DT&E can contribute to the accemplishment of OT&E objectives.

{3) Monitor, participate in as appropriate, and review the
results of DT&E to obtain information applicable to OT&E objectives.

{4} Ensure that the operational testing and applicable
development testing, and data collected, are sufficient and credible to
support its analysis and evaluation needs.

{5} Provide an independent evaluation of GI&E results at
key decision milestones. The Milestone III evaluation shall include
recommendations regarding the system's readiness for operational use.

(6} Bring directly to the attention of its Military Ser-
vice Chief, or Defense Agency Director, issues which impact adversely
upon the accomplishment of alequate OT&E.

4. Combining Developmen!. and Operational Testing. Plaaning for
DT&E and OTS&E shall be coord. pated at the test design stages so that
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each test phase uses resources efficiently to yield the data necessary

to satisfy common needs of the materiel developing agency and the JT&E
agency. Development and operationsl tests may be combined when clearly
identified and significant cest and time benefits will result, provided
that the necessary resources, test conditious, and test data required by
both the developing agency and the OT&E agency can be obtained. Parti-
cipation by the OT&E agency in the planning and execution of tests

must be sufficient to ensure that the testing conducted and data col-
lected are sufficient and credible to meet the OT&E agency's requirements.
When a combined testing program is chosen, it will normally include
dedicated operational test events, and the [(inal period of testing prier
to the Milestone 111 decision will emphasizce appropriate separate oper-
ational testing managed by the Dol Component's OT&E agency. In all cases,
the OT&E agency shall provide a separate and independent evaluation of
the test results.

5. T&E for Major Ships of a Class. The leng design, engineering,
and construction period of a major ship will normally preclude comple-
tion of the lead ship and accomplishment of tests thereon prior to the
decision to proceed with follow-on ships. In lieu thereof, successive
phases of DT&E and OT&E shall be accomplished as early as feasible at
land-based or sea-based test installations and on the lead ship to
reduce risk and minimize the need for modification to follow-on ships.

a. VWhen combat system complexity wurrants, there shall be one
Or more combat system test installations coastructed where the weapon,
sensor, and information processing subsystens are integrated in the
manner expected in the ship class. These trst installations may be
land-based, sea-based, or hoth, depending on test requirements. Adequate
DTE&E and OTEE of these integrated subsystems shall be accomplished
prior to the first major production decision on combat systems., To the
degree feasible, first generation subsystems shall be approved for
Service use prior to the initiation of integrated operational testing.
When subsystems cannet be Service-approved before this integrated opera-
tional testimg, their operational suitability and effectiveness shall be
examined at the test ipstallation as early as possible in the acquisi-
tion cycle.

b. For new ship types that incorpoiate major technological
advances in hull or anonnuclear propulsion design, a prototype incor-
porating these advances shall be employed. [If the major technological
advances affect only certain features of the hull or momnuclear pro-
pulsion design, the test installation need incorporate only those
features. Adequate T&E on such prototypes shall be completed before
the first major production decision on follow-on ships.

¢. The prototyping of Navy nuclear prepulsion plants will be
accomplished in accordance with the methods in use by the Department of

Energy (DeE).




d. For all new ship classes, continuing phases of OT&E on the
lead ship shall be conducted at sea as early in the acquisition process
as possible for specified systems or equipment and, if required, for
the full ship to the degrec feasible.

e. A description of the subsystems to be included in any test
installation or test protolype, the schedules to accomplish T&E, and
any exceptions to the above policies shall be provided in the initial
and any subsequent milestone decision documentation for approval by the
Secretary of Defense.

6. Test and Evaluation of Computer Software. The provisions of
this Directive apply to the software components of defense systems as
well as to hardware components. :

a. Quantitative and demonstrable performance c¢bjectives and
evaluation criteria shall tie established for computer scitware during
each system acquisition phuse. Testing shall be structured to demon-
strate that software has reached a level of maturity appropriate to
each phase. Such performance objectives and evaluation criteria shall
be established for both full-system and casualty mode operations. For
embedded software, performance objectives and evaluation criteria shall
be included in the performance objectives and evaluation criteria of
the overall system.

b. Decisions to proceed from one phase of software development
to the next will be based cn quantitative demonstration of adequate
software performance through appropriate T&E.

c. Before release for operational use, software developed for
either new or existing systems shall undergo sufficient operational
testing as part of the tetol system to provide a valid estimate of
system effectiveness and svitability in the operational environment.
Such testing shall include combined hardware/software and interface
testing under realistic conditions, using typical operator personnel.
The evaluation of test results shall .include an assessment of opera-
tional performance under other possible conditions which were not
employed, but which could occur during operational nse,

d. The OT&E agencies shall participate in the early stages of
software planning and development to ensure that adequate consideration
is given to the svstem's operatiocnal use and environment, and early
development of operational test objectives and evaluation criteria.

7. T&E for One-of-a-Kind Systems. Some programs, particularly
space, large-scale communicitions, and electronic system programs,
involve procurement of a few items over an extended period. For these
programs, the principles of DT&E of components, subsyvstems, and pro-
totype or first production models of the system shall be applied. |
Compatibility and interoperability wilth existing or planned equipment
shall be tested during DT&E and OT&E. OT&E shall be accomplished prior
to the production decision or initial acceptance of the system to

9
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provide a valid estimate of operalional efiectiveness and operational
suitability. Subsequent OT&E may be conducted te refine estimates and
ensure deficiencies are corrected.

8. Production Acceptance Test and Evaluation (PAT&E). PATSE is .
T&E of production items to demonstrate that procured items fulfill the
requicements and specifications of the procuring contract or agree-
ments. Each DoD Component is responsible for accomplishing PAT&E. .

9. T&E Master Plan (TEMP)}. The Doll Component shall prepare and
submit, before Milestone I and each subsequent decision milestone, a
TEMP feor OSD approval. This broad plan shall relate test objectives to
required system charxacteristics and critical issues, and integrate
ebjectives, responsibilities, rescurces, and schedules for all T&E to
be accomplished. Guidelines for preparation and submission of the TEMP
are at enclosure 2.

i
10. Changes to TEMPs. The DoD Component shall ensure that any
significant changes made in the lest program after approval are re-
ported promptly to the DDTE, with the reason for change.

11. Acquisition Milestone Decisions. The DDTE provides T&E assess~
ments to support system acquisition milestone decisions. The Dob
Components shall, in addition to providing the information specified in .
oD Birective 5000.2 {reference {c¢)) and TEMPs in accordance with
enclosure 2, provide the following additionsl information te the DDTE
for use in making T&E assessments. When testing has been accomplished,
appropriate test reports shall be provided as early as possible prior
to milestone decision points. Other available supporting information
including system coperaticonal concepts, how tests were accomplished, and
test limitations shall be provided upon request of the DDTE. In addi-
tion, the DoD Compeaent shall inform the DDTE of significant progress
toward, or problems with, meeting significant test objectives during
the conduct of test programs.

12. Joint TRE (JT&E) Program. When required and as initiated by
the DDTE, JT&E will be conducted. In addition te examining the capa-
bility of developmental and deployed systems to perform their intended
mission, JT&Es may also be conducted to provide infermation for techni-
cal concepts evaluation, system requi.ements, system improvements,
systems interoperability, force structure planning, developing or im-
proving testing methedologies, and obtaipning information pertinent to
doctrine, tactics, and operational procedures for joint operations.
Testing shall be accomplished in realistic operational conditions, when
feasible and essential to rhe evaluation. Responsibility for managing
the practical aspects of each JT&E will be delegated to a specific Dob
Compenent, and supported by forces and material from participating
Compoenents,

13. Participation by the Joint Chiefs of Staff {(JCS) in JT&E .
Programs. As the proponent for joint procedures and interoperability



of deployed forces, the JCS have a requirement for JT&F results that
provide information on joint doctrine, tactics, and operational proce~
dures. Joint testing objectives will be addressed, when feasible, in
conjunction with scheduled JCS exercises to minimize resource impact
and provide economies. When JT&E and JCS exercises are integrated, the
JCS will participate, as appropriate, in testing involving joint force
interoperability to ensure compatibility of exercise and JT&E objec~
tives, '

a. The JCS shall annually coordinate, for submission to the
DDTE, JT&E nominations by the Joint Staff, the Military Services, and
the Commanders in Chief (CINC) of the Unified and Specified Commands.
This does not preclude direct nominations to the DDTE from the Military
Services or CINCs for JTA&E activities that are inappropriate for JCS
consideration or out of phase with the JC5 nominations.

b, The list of nominations shall be prioritized for each
fiscal year. To the extent feasible, it shall identify the partici-
pating Military Services, identify tests with potential for integration
with JCS exercises, and recommend a lead Service or CINC to conduct the
JT&E.

¢. Control and 0SD sponsership of JTAE will be exercised by
the DDTE. The DDTE, in coordination with the JCS, will task the se-~
lected lead Service or, through the JCS, the selected CINC to conduct
the test, incerporate the test into joint exercises, as appropriate,
appoint a Joint Test Director, develop the test plans, and provide
reports, as required.

d. The Military Services, CINCs (if appropriate), and the
Joint Staff shall participate in or wmonitor the JTE&E definition and

test design efforts, and coordinate the results of these before the
commitment of resources.

E. WATVERS

Waiver of the provisions of this Directive may be granted only by
the Secretary of Defense,

F. EXCLUSIONS

Nuclear subsystem TEE governed by joint Dol/DoE agreements are
excluded from the provisions of this Directive.

G. RESPONSIBILITIES OF THE DIRECTOR DEFENSE TEST AND EVALUATION

The Director Defense Test and Fvaluation shall:

1. Review T&F policy and procedures applicable to the Department
of Defense as a whole and recommend changes to the Secretary of
Detense.

D
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2. Ceoordinate T&F ipstructions to the DoD Components and resolve
T&E management problems between Dol Compenents.

3. Honitor the T&E planned and conducted by the Dol Componeats for
major acquisition programs and for other programs, as necessary.

4. Manage the consideration and review of TEMPs within 08D, and
review and comment on system T&E aspects of DCPs and other documents
concerned with system acquisition T&E.

5. For major system acquisition programs, provide to the Defense
Acquisition Executive, the Defensc System Acquisition Review Council
(DSARC), the Worldwide Military Command and Control System Council, as
appropriate, and the Secretary of Defense an assessment of the adequacy
of testing accomplished, an evaluation of test results, and an assess-
ment of the adequacy of testing planned for the future to support
system acquisition milestone decisions.

6. 1Initiate and sponsor technically ant operationally oriented
JT&E with specific delegation to appropriat- [Dob (omponents of all
practical JT&E aspects.

7. Fulfill OSD responsibilities for th: Major Range and Test
Facility Base {MRTFB)} in accordance with Doj) Directive 3200.11
{reference (d)}}.

§. Monitor, to the extent required to retermine the applicability
of results to system acquisitions or modifications, that T&E:

a. Directed by the JC8 that relates to the Single Integrated
Operational Flapn (SIOP) as it affects system technical characteristics.

b. Conducted primarily for development or investigation of
tactics, organization, or doctrinal concepts that affect system techni-
cal characteristics.

9. FReview those program elements that r:late to Dol Component
independent test agency, test facility, and Lest resource budgets.

H. INFORMATION REQUIREMENTS e

The reporting requirements prescribed by this Directive are exempt
from formal approvasl and contrel in accordance with subparagraph VII.D.
of enclosure 3 to Dol Directive 5000.19 (refirence (e)).




I. EFFECTIVE DATE AND IMPLEMENTATION

This Directive is effective immediately. Forward two copies of
implementing documents to the Under Secretary of Defense for Research

and Engineering within 120 days.

: iA“J)“(f:;i,&;£u4ﬁ,{fé%{%?fiéygqh

W, Graham Claytor, Jr.

Enclosures - 2 Deputy Secretary of Defense

1. Definitions
2. Test and Evaluation Master Plan (TEMP} Guidelines

10
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DEFINITIONS!
Avcguisition Risk. The chance thal some element of an acquisition pro-

gram produces an unintended result with adverse effect on system effec-
tivencss, suitability, cost, or availability for deployment.

Availability. A measme of ﬁhe:degree to which an item is in an operable
and commitable state at the start of a mission when the mission is
called for at an unknovn (random) time,

Comba. System Test Installatijon. A collection of subsystems including
weapounis, sensor, and information processing egquipment, together with
their interfaces installied, for the purposes of early testing before the
availability of a first production item, at a fixed or mobile test
facility designed to simulate the esseatial parts of the productien
item,

Critical Issues. Those aspects of a system’s vapability, either operational,
technical, or other, thaot must be questioned before a system's overall

worth can be estimated, and that are of primary importance to the decision
authority in reaching a decision to allow the system to advance intc the
next acquisition phase.

Evaluation Criteria. BStandards by which achievement of required opera-
tional efEectiveneés/snitability characteristics, or resolution of
technical or operational igssues may be judged. At Milestone II and
beyond, evaluation criteria must include quantitative goals (the desired
value) and thresholds (the value beyond which the characteristic is
unsatisfactory).

JT&E Program. An OSD program for JT&E, sponsored by the DDTE,
structured Lo evaluate or provide informaticn on system performance,
technical concepts, system requirements or improvements, systems
interoperability, improviag or developing Lesting methodologies, or for
force structure planning, dectrine or procedures.

Logistic Supportability. The degree to which the planned legistics
(including test equipment, spares and repair parts, techaical data,
support facilities, and training) and manpower meet system availability
and wartime usage requirements.

Long Lead ltems. Those components of a system or piece of eguipment
that take the longest time Lo procure and, therefore, may reguire an
early commitment of funds in order to meet acquisition schedules,

lTerms defined in JC8 Pub. 1, "Department of Defense Directory of Military
and Associated Terms,” are not included except for the term "Vulnerability,"
for which supplementary information is provided concerning its specific
application in this Directive.



Maintainability. The abil .ty of an item to be retained in or restored
to specified condition whe:n maintenance is performed by personnesl
having specified skill levw:ls, using prescribed procedures and re-
sources, at each prescribe’ level of maintenance and repair.

Multiservice T&E. T&E conducted by two or more Dol Components for
systems Lo be acquired by more than one Doll! Compenent, or for a DoD
Compenent's systems that have interfaces with equipment of anether Dol
Component.

Operational Effectiveness. The overall degree of mission accomplishment
of a system used by representative personnel in the context of the
organization, doctrine, tactics, threat {(including countermeasures and
nuclear threats) and environment in the planned operational employment
of the system. :

{perational Suitability. The degree to which a systlem can be satis-
factorily placed in field use, with consideration being given avail-
ability, compatibility, transportability, interoperability, reliability,
wartime usage rates, maintainability, safety, human Factors, manpower
supportability, logistic supportability, and training requirements.

Pilot Production Item. An item produced from a limited production run
to demonstrate the capability to mass produce the item for operational
use.

Pre-Production Prototype. An article in final form employing standard
parts, representative of articles to be produced subsequently in a
production line.

Reglistic Test Environment. The conditions under which the system is
expected to be operated and maintained, inciuding the natural weather
and climatic conditions, terrain effects, vattlefield disturbances, and
enenty threat conditions.

Reliability. The duration or probability of failure-free performance
under stated conditions.

Reliability, Mission. The ability of an item to perform its rvequired
functions for the duration of a specified mission preoflile.

Required Operational Characterigstics. System parameters that are primary
indicators of the system's cipability to be employed to perform the
required wmission functions, .nd to be supported.

Required Techaical Characteristics. System parameters selected as
primary indicaters of achievement of enginescing goals. These may not
be direct measures of, but should always relate to the system's capa-
bility to perform the required mission functions, and to be supperted.

1)
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Survivability. The degree to which a system is able to avoid or with-

stand a hestile enviromment without suffering an abortive impairment of
its ability to accomplish its designated mission.

Vulnerability. Tor weapon system acquisition decisions, three consid-
erations are critical in assessing system vulnerability: susceptibil-
ity--a system limitation or weakness {may not be exploitable); accessi~
bility-~the openness of a system Lo exploitation by a countermeasures
technique; and feasibility--the practicality and probability of an
adversary exploiting a suscepiibility in combat. .
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TEST AND EVALUATION MASTER PLAN (TEMP) GUIDELINES

A. SCOPE AND APPLICABILITY

The provisidns of these Guidelines encompass major defense system
acquisition programs as designated by the Secretary of Defense and
rortain ether important programs for which a TEMP is specifically re-
quested by the DDTE and apply to all DoD Compeonents responsible for
such programs.

B. POLICIES AND PROCEDURES

i. The TEMP is the primary documeat used in the 05D review and
decision process to assess the adequacy of the planned testing and
evaluation. As such, the TEMP must be of sufficient scope and content
to explain the entire T&E program.

Z, Each TEMP submitted to OSD should be a summary document of not
more than 30 pages, detailed only teo the extent necessary to show the
rationale for the kind, amount, and schedules of the testing planned.
It must, however, relate the T&E effort clearly to technical risks,
operational issues and concepts, system performance, reliability,
availability, maintainability and logistic requirements, and major
decision points. Tt should also explain the relationship of the
various simulations, subsystem tests, integrated system development
tests and initial operational tests which, when apnalyzed in combina-
tion, previde tonfidence in the system’s readiness to proceed into the
next acquisition phase or into fully capable service. The TEMP must
2ddress the TS&E to be accomplished in each program phase, with the next
phase addressed in the most detail. TEMPs supporting the production
and initial deplovment decision must include the T&E planned to verify
correction of deficiencies, production acceptange testing, and follow-on
OTRE.

3. Five copies of a drafe TEMP will noermally be submitted to the
DDTE for OSD review and comment concurrent with submission of the "For
Comment” BCP to the Acquisitien Executive prior to the planned Decision
Hilestone I date. This draft will be revised if necessary after review
by the Dol Component Acquisition Execubive and submitted feor OSD coordina-
tion at least 15 working days before the DSARC meeting (or decision
milestone date if a DSARC meeting is not planned}. The TEMP will be
updated and submitted in accordance with these procedures before Mile-
stones II and III. OSRD approval of the TEMF, or redirection, will be
provided following decision milestones,

. CONTENT OF TEMP

Every TEMP submitted to 05D should contain the same kind of infor-
mation, and the following format should be used as a guide. If more
detail for internal use is desired, DeD Components may supplement Lhe
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TEMP with detachable annex:s. At Dol Component discretion, Part [ may _
be preceded by a page of alministrative information {listing of responsx*“ -
ble persons and offices involved in the procurement)}. <

Part 1 - Description

1. Mission. Summarize the operational need, mission to be accom-
plished, and planned operacional enviromment (conditions, natural and
induced, in which it will operate)}. This sectioen should relate direﬁtiy{
to the Mission Element Need Statement (MENS) and plauned system opera-
tional concept.

2. System. Briefly describe the system and how it works, to
incinde: :

a. Key functions of the system that permit it to arﬂomp}zsh
its operational mission.  'nclude, if practical, a mission/{undtion
matrix relating the primarv fuunctional capabilities that must be -emon-
strated by testing to the wission{s) to be performed and concept(s} of

operation,

b. lnterfaces wyth other systems that are required to accon-
plish the mission.

c. Unique characteristics of the system that make it different
or better than alterpative systems, or that lead to special test requ;re-.y
ments (such as hardness to nuclear effects).

3. Required Operational! Characteristics. List the key oparational
cffectiveness and suitability characteristics, goals, and thresholds.

4. Required Techmical Characteristics. List the key technical
characteristics, performance goals, and thresholds.

Note: The characteristics listed in 3. and 4. abeove should
include, but not be limited to, Lhe characteristics identified in the
Decision Milestone documentation. Clearly define these character-
istics, particularly in the areas of reliability, availability, and ,
maintainability. Indicate the program milestones at which the thresh-
olds will be or have been demonstrated. If an interservice or inter-
national program, highlight any characteristics resuliting from this
circumstance. Prior to Milestone Il, while tradeoffs of character-
istics are underway, it may not be possible to establish firm goals or’ ‘
thresholds. 1In this case, those aspects of perfermance critical to the
ability of the system to accomplish its mission should be identified.

3. Critical TS&E Issues

a, Technical Issucs. Briefly describe kecy areas of techno-
logical or engineering ~ist that must be addressed by testing,
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b. Operational [ssues. Briefly descrihe key operational
effectiveness or suitability issues that must be addressed by testing.

Part 11 - Program Summary

1. Management. Outline the program and T&E management responsi=-
bilities of participating organizations. Highljight arrangements
between participants for test data sharing, responsibilities for test
management decisions, and management interfaces for multiservice T&E
efforts. Discuss the adequacy of the planned test periods and schedule
to provide confidence in test results.

2. Integrated Schedule. Display on one page (a foldout, if neces-
sary) the integrated time sequencing of T&E for the entire program and
related key events in the acquisition decision-making process. lnclude
events such as program decision milestones, key subsystem demonstra-
tions, test article availability, first flights, critical support
resource availability, critical full-up system demonstrations, key OT&E
events, first production deliveries, and initial operational capability
date.

Part 11T - DT&E Outline. Discuss all DT&E in sufficient detail so that
test objectives are related to the system operational concept and are
clearly identified for each phase. Relate the planned testing to the
critical technical issues appropriate to each phase. The near-term
portion of the plan should contain the most detail; the long-range
portions should be as specific as possible. The following information
should be included.

1. DT&E to Date. Provide a summary of the DT&E already conducted
based on the best available information. This section should set the
stage for discussion of planned DT&E. Briefly describe test articles
{for instance brassboard, advanced development model), with emphasis on
how they differ from the planned production articles. Emphasize DT&E
events and results related to required performance characteristics,
critical issues, and requirements levied by ecarlier OSD decisions.
Highlight technical characteristics or specification requirements that
wvere demonstrated (or failed to be demonstrated). When simulations are
a key part of the DT&E effort, describe how the simulations are con-
firmed.

2. Future DT&E. Discuss all remaining OT&E planned, beginning
with the date of the current TEMP revision and extending through com-
pletion of planned production and modifications. Address separately
each remaining phase of DT&E, including the following for each phase:

a. Equipment Description. Summariz: the equipment's func-
tional capability and how it is expected to differ from the production
model.




b. DT&E Objective:r. Summarize the specific DT&E objectives to
be addressed during this phase. The objectives identified should be i
the discrete major goals of the DT&E effort, which, when achieved, will
provide solutions to critical technical issues and demonstrate that the

o
N
S—

- engineering effort is progressing satisfactorily. Broad, general

objectives, such as ''demonsu:trate that the design and development
process is complete," are of no value. If the Secretary of Defense
decision memorandum requircs demonstration of specific technical
characteristics in a given phase, identify those characteristics.

'
-

c. DT&E Eveats/Scope of Testing/Basic Scenarios. Summarize -
the key DT&E events plannecd to address the objectives. In addition,
describe in sufficient detail the scope of testing and basic test scen-
arios so that the relationship between the testing and the objectives,
and the amount and theroughness of testing, are clearly apparent.
Include subsystem tests and simulations when they are key clements in
determining whether or not objectives will be achieved. Discuss relia-
bility, availability, and maintainability testing, and define terms.

3. Critical DT&E Jtems. Highlight all items the availability of which
are critical to the conduct of adequate DT&E prior to the next decision
point. For example, if the item is not available when required, the

next decision point may be delayed. If appropriate, display these ’\

critical items on the integrated schedule.

Part IV - OT&E Outline

Discuss all planned OT&E, from the earlicst 10T&E through the FOT&E
during initial production .und deployment which addresses operat:ional
effectiveness and suitability and identifies deficiencies in the pro-
duction system, in similar format and detail as that described in the
DT&E outline (Part 1I1I). In the OT&E to Date section, which sets the
stage for discussion ot the planned OT&E, relate the test conditions
and results to the operaticnal effectiveness and suitability, as appro-
priate, of the systems beinpg acquired. In this section and in Future OT&E,
be sure to discuss the degree to which the test environment, including
pracedures and threat simulations, is representative of the expected
operational environment. Also discuss the reliability testing concept,
and the training and background of operational test personnel. In OT&E
Objectives, present the major objectives that, when achieved, will
establish the operational effcctiveness and suitability of the system.
Either present the objectives in terms of, or relate the objectives to,
the system's operational effectiveness and suitability. In OT&E Events/
Scope of Testing/Basic Scenarios, relate the testing to be performed to
the OT&E objectives (for instance, specify test outcomes that satisfy the
objectives)., When development and operational testing are combined,
some of Parts I{I and IV may be combined, as appropriate,
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Part V - Production Acceptance Test and Evaluation (PAT&E)

Briefly describe the PAT&E planned to demonstrate that items pro-
cured fulfill the requirements and specifications of the procuring
centract or agreemenis.

Part VI - Special Resource Summary

Provide a brief suwmmary of -the key resources for DT&E, OT&E, and
PAT&E that are unique to the program.

1. Test Articles. Identify the actual number of articles,
including key support equipments, of the system required for testiag in
each phase and for each major type of T&E (DT&E, OT&E, PAT&E). If key
subsystems (components, assemblies, or subassemblies) are te be tested
individually, identify each such subsystem and the quantity required.
Specifically identify prototypes, pilot productien, and productien
models,

2. Special Support Requirements (instrumentation, targets,
threat simulations, test sites, facilities). Tdentify the special
support resources required for T&E, and briefly describe the steps
being taken to acquire them,
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Department of Defense Directive  sspase) &
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SUBJECT: OSD Cost Analysis Improvement Group ) i
References: (a) DoD Directive 5000.4, "0OSD Cost Analysis Improvement -
Group" June 13, 1973 (hereby canceled) :
(b) DoD Directive 5000.1, "Major System Acquisitions," Le
March 19, 1980
(c) DoD Instruction 5000.2, "Major System Acquisition r'
Procedures,” March 19, 1980 ;
(d) DoD Directive 2010.6, "Standardization and Interoper- !
ability of Weapon Systems and Equipment Within the )
North Atlantic Treaty Organization,” March 5, 1980 :
(e) DoD Directive 5000.19, "Policies for the Management -
and Control of Information Requirements,"” March 12,
1976 N
-(f) DoD Directive 5000.11, "Data Elements and Data Codes '
y \ Standardization Program," December 7, 1964
a (g) DoD Instruction 5000.33, "Uniform Budget/Cost Terms

and Definitions," August 15, 1977

A, REISSUANCE AND PURPOSE

This Directive reissues reference (a), updating the permanent =

charter for the 0SD Cost Analysis Improvement Group (CAIG). Lo
]

B. APPLICABILITY L
~

The provisions of this Directive apply to the Office of the Sec- t;
retary of Dz2fense (0SD), the Military Departments, the Organization of I

the Joint Caiefs of Staff (JCS), and the Defense Agencies (herein ET
called "DoD Components"). L
v

C. ORGANIZATION

¥

1. Hembership. The 08D CAIGdshéil be composed of:

a. A Chair appointed by the permanent members of the Defense
Systems Acquisition Review Council (DSARC), as defined in references (b)

na"lnl Nk

and (c). e
-
b. One member appcinted by each DSARC permanent member. The
> Chair shall be in addition to these CAIG members. 5.
e £
b c. One member appointed by the Secretary of each Military

®
1

Department.




d. Ad hoc representatives, as appointed by the CAIG Chair, for
special purposes.

e. An Executive Group, made up of the Chair and the OSD/JCS members,

N 2. Responsiblities. The 0SD CAIG shall act as the principal advisory

body to the DSARC on matters related to ¢ost. Members of the CAIG shall
represent their fuoctional areas in accord with the standing organizational
rule and wission of their office. The specific responsibilities include:

a. Providing the DSARC with a review and evaluation of independent
and program office cost eatimates prepared by the DoD Compenents fer presenta-
tion at each DSARC. These cost reviews shall consider all elemeants of system
life cycle costs, including research and development, investment, and operating

and support.

b. Providing the DSARC with an independent analysis of cost implica-
tions of proposed coproduction programs in support of North Atlantic Treaty
Organization standardization and interoperability (DoD Directive 2010.6 (reference

(d4)}).

c. Establishing criteria and procedures (enclosure 1) concerning
the preparation and presentation of coat estimates on defense systems to the

DSARC and CAIG.

d, Maintaining an integrated cost analysis research program, with
one of its primary functions to identify to 03D and the DoD Compenents where
efforts are needed to improve the technical capability of the Department of
Defense to make cost estimates of all major equipment classes.

e. Developing useful methods of formulating cost uncertainty and
cost risk information and intreoducing them into the DSARC process.

f. Working with the DoD Components to determine what costs are
relevant for consideration as part of the DSARC process, and developing tech-
nilques for identifying and projecting these costs.

g. Developing and implewmepting policy to provide for the appro-
priate collection, storage, and exchange of information concerning improved
cost estimating procedures, methodology, and data necessary for cost estimating
between GSD staffs, DoD Components, and outside organizatioms. The collection
of information shall be consistent with the provisions of DoD Directive 5000.19
(reference (e)). Existing DoD standard data elements shall be used for all
data requirements, when possible, in accordance with DoD Directive 5000.11

{reference (f)).

h. Providing an assessment or recosmendations to the DSARC of all
cost objectives before their inclusion in approved Secretary of Defense Decision
Memoranda or similar documents that give direction to a Dol Component for the

scquisition of 2 major defense system.

i. Helping to resolve issues that arise over the comparability and
completeness of cost data to be reported on new cost data colliection systems.

o 2

_-‘ "4};‘ .
R

va
"

[T Re——
AN



3
b

i e T .

Oct 30, 80
5000.4

J. Accomplishing other tagks and studies, when requested by the
DSARC principals.

3. Administration

a. HMembers shall be assembled for regular and executive meetings
held at the call of the Chair.

b. Minutes shall be prepared for each CAIG meeting, executive
and regular. ’

¢. For each DSARC, a report shall be prepared that summarizes
the CAIG's review and evaluation of Dol Component independent and
program office cost estimateg. Only the CAIG executive group shall assist

ip the preparation of these reports.

d. Special reports shall be prepared to document the results of
other CAIG efforts.

D.  EFFECTIVE DATE AND IMPLEMENTATION

This Directive is effective immediately. Forward two copies of imple-
menting documents to the Assistant Secretary of Defense {Program Analysis and
Evalpation) within 120 days.

yl /
d/, g/"lai.f,i,f»x ‘ (&f» /r?fa
W. Graham Claytor, Jr.
Deputy Secretary of Defense

Enclosure ~ 1
Criteria and Procedures for the
Preparation and Presemtation of
Cost Analyses to the 050 CAILG
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CRITERIA AND PROCEDURES FOR THE PREPARATION AND PRESENTATION
OF COST ANALYSES TO THE OSD CAIG

A. OBJECTIVE AND ORGANIZATIONAL RESPONSIBILITY

1. The basic objective of the Dol Component presentations to CAIG is to
exylain in detail how the independent and program office cost estimates were
prepared to permit the CAIG te provide the DSARC with a cost assessment.

2. The independent analysis should be prepared by an organization separate
from the coptrol and direction of the program or project office that is directly
responsible for the acquisition of the defemse system being reviewed.

B. SCOPE OF INDEPENDENT ANALYSIS

1. An independent cost analysis should be prepared for each alternative
that will be presented to the DSARC. A complete description of these alterw
natives should be provided as part of the back-up documentation.

2. The independent analysis should provide a projection for all elements
of life cycle costs to include the following:

a. Research and Development (R&D). The cost of all R&D efforts should
be estimated regardless of the funding source or management control. Nonrecur-
ring and recurring R&D costs for prototypes and engineering development hardware

should be shown separately, where appropriate.

b. Investment. The investment costs should include the costs of the
prime hardware and its major subcomponents; suppert costs such as training,
peculiar support, and data; initial spares, and military construction costs
(if any). The cost of all related procurements (such as, modificatiocns to
existing aircraft or ship platform)} should also be estimated, regardless of
funding scurce or management control, HNonrecurring and recurring costs for
the production of prime hardware should be shown separately, where appropriate.

¢. Operating and Support (0&S). All elements of 0&5 cost should
be estimated. These elements arxe defined in CAIG~issued 0&5 guidelines.

3. Use of existing assets or assets being procured for another purpose
must not be treated as a free good. The “opportunity cost" of these assels
should be estimated, where appropriate, and considered ag part of the program

cost.

4. When program alternatives have different useful operational lives, the
costs should be expressed as ap equivalent annual cost or put into some other

comparable form.

5. The independent cost amalysis should separately show both prior year

"expenditures and projected costs by cost element.
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6. Disposal costs should be included vhere the cost of demilitarizatiecn,
detoxification, or long time waste storage problems are different between
alternatives.

C. ANALYTICAL METHODS

1. The techniques used to make the independent cost estimate shall take
into account the stage of the acquisition cycle that the defense system is in
when the estimate is made (such as, advance development, engineering development,
or production). Until actuals are available, the use of parametric costing
techniques is the preferred approach to the development of the cost estimates.
It is expuected that heavy reliance will be placed on parametric, as well as
analog and engineering methods, for DSARC I and Il reviews, while projections
of cost actuals will be predominantly used for preparing independent estimates
for DSARC II1 reviews. A comparison of several cost estimating methods is
encouraged.

2. When cost estimating relationships (CERs) already available or newly
developed are used to make the cost estimates, the specific form of the CER,
its statistical characteristics, the data base used to develop the CER, and
the assumptions used in applying the CER are to be provided as back-up.
Limitations of the CER as well as other CERsconsidered but not used shall
be discussed. Adjustments for major changes in technology, new production
techniques, different procurement strategy, production rate, or business base
should be highlighted and explained.

3. For estimates made by analogy or engineering costing techniques, the
rationale and procedures used to prepare such an estimate must be documented.
This should include actual workload and cost experience used to make the
estimate and the method by which the information was evaluated and adjusted
to make the current cost estimate. If an analog estimate is made using com-=
plexity factors, the basis for the complexity analysis including backgrounds
of the individuals making the ratings, the factors used (including the ranges
of values), and a summary of the technical characteristics and cost driving
elements shall be provided to the CAIG.

4. Actual cost experience on prototype units, early engineering development -
hardware, and early production hardware for the program under consideration
should be used to the maximum extent possible. If development or production
units have been produced, the actual cost information is to be provided as
part of the back-up.

5. Quantifications of uncertainty by the use of frequency distributions ¢
or ranges of cost are encouraged. The probability distributions and assumptions
used in preparing all range estimates should be provided. .

6. If allowances for contingencies are used, an explanation of how the.
contingency was determined should be provided. This should include an assessment.
of the circumstances that must occur for such a contingency to be required.
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. 7. The sensitivity of projected costs to critical program assumptions
should be examined. This should include facteors such as learning curve assump-
p— tions, technical risk or failures (requiring more development effort), changes
in performance characteristics, schedule alterations, snod variations in testing [~
requirements. é‘
8. Program estimstes involviog multinational acquisitions will include —

the impact on costs te the U.8. Government of coproduction, license fees,
- royalties, transportation costs, and expected foreign exchange rates, as
appropriate.

- D. PRESENTATION OF COST RESULTS '

1, & brief overview of the program to include a description of the hardware
_ invelved, program status, procurement strategy {such ss, contracting approeach,
R&D, and production schedules) should be presented.

]

1

2. A brief description of each alternastive to be presented at the USARC
should be discussed, with the preferred alternative highlighted.

3. The Program Manager or representative should present the CAIG with
estimates for each alternative under consideration and explaio how Lhey were
derived,

"W ‘ Ranr

4, The independent cost estimates for each alternative should be presented,
with an explanation of how they were derived; a comparison by cest category
will be made with the Program Manager's estimate, and significant differences
examined in detail.

@)

T Z".w:’f.""“"

5. The RA&D and investment estimates should be shown in both constant and
current dollars. O&5S estimates should be shown in constant dollars. The
constant dollars should be as close as possible to the present budget year.
The cost category breakout should be the same at the summary levels as those
reported in the lategrated Program Summary (IPS), Annex B {DoD Imstruction
5000.2 (reference {c}}).

?

bt 4
o

3

6. When CERs are presented to the CAIG as part of the presentation, use
of graphs to present both the basic data and resulting CER is encouraged.

4

7. The status of Contractor Cost Data Reporting (CCDR) Dats Plam, or, if
implemented, the status of CCDR reporting and the processing of the cost data
on the weapon system being reviewed shall be presented to the CAIG. If the
actyal costs of the prototype and full-scale development hardware are used as
the basis for the projections, the supporting cost-quantity curves should be
presented.

E‘
{.
r.
:- .

R

8. For purposes of comparing independent estimates with the Program
Manager's estimates, the same assumptions, such as, funding schedule, delivery
schedule, escalation, and ocutlay rates, should be used, If the independent
analysis teawm does not believe the Program Manager's assumptions are valid,
this fact should be identified and its impact calculated,

&
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9. If the Program Manager's egtimate is validated and found to be reason-
‘le, the basis for reaching this conclusion must be presented to the CAIG.

10.. A cost track in constant "base year" dollars will be shown between the ;m
Program Manager's preferred alternative estimate and the cost estimates approved ‘ L
at previous DSARCs with an explanation of mwajor program changes. The same for~ b

mat as the cost track summary required ie the IPS, Annex A (DoD Instruction
5000.2 (reference {(c))), may be used. .

11. Wherzver possible, comparisons will be made on a constant dollar unit
cost basis--flyawsy, procurement unit, and program acguisitioen unit as defined '
in DoD Instruction 5000.33 (reference (g)). Procurement gquantities will be
ideatified on all presentations. Subsystem breakouts will be shown in a similar

faghion.

12. A comparison will be made of the Program Manager's and the independent
estimates for the preferred alternative to sll approved Design~to-Cost goals
and Decision Coordination Paper (DCP) cost thresholds,

13. O&8 costs for each alternative will be compared with one or more
existing, reference systems--preferably including the one to be replaced by
the new weapon. The following will be addressed:

a, Potential significant force structure, employment, or maintenance
changes that are not part of the approved program, regardless of the DaD
Component’'s position on funding such changes.

e
b. Annual costs for the operational force and for a typical force unit

Joattalion, squadrom) operating the system.

¢. HMajor elements of O&5 costs expressed in terms of their basic¢ rates
¢f consumption, such as, petroleum-cil-lubricants io gallens per operating

e r - - ‘ 3,!;2 ' e v ,,,,’ 'i”l n

tize or distance, personnel end-strength by category and skill, spares consump~ éw
tion per operating hour, or depot cost per overhaul or operating hour. o

T

14, A time-phased life cycle estimate for each alternative under consider- ?w»
ation should be presented. Comparison of these numbers with the latest Five- ??
Year Defense Program should be shown and differences explained. C(owmparison of '

these numbers with ‘the DoD Component Program Objective Memoranda or Approved i"

Program Decision Memoranda shall also be presented, if appropriate, L

k-

E. PROCEDURES ¥FOR A CAIG PRESENTATION }:

1. The "For Comment" draft DCP and 1PS provided to 0SD %0 days pricr to
each DSARC will provide the latest cost dats and funding prefiles available
at that time for each alternative. The finsl DCP and IP5, required to be
provided to 05D 15 working days prior to each DSARC, will contain the cost
data to be presented to the CAIG anmd the DSARC.

R

2. Thirty days prior to the CAIG meeting, the CAIG action officer
will meet with the DoD Component representatives and agree on the ageada for

M&ya CAIG presentation.
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program office estimates shall be made to the CAIG at least 15 working days
prior to all DSARCs unless specifically waived by the CAIG Chair. Copies of
the briefing charts, the briefing text {if one is used) and a summary report of
the estimates shall be made available at the time of the presentation te the
CAIG. At least 20 working days prior to the DSARC, the DoD Cemponent shall
provide the CAIG, on an informal basis, two copies of the information and
analysis that will be used as the bagis for the CAIG briefing.

. 3. The presentation of the Doll Component's independent cost analysis and
\m-/

4. The specific assumptions and calculations used to derive the independent
and the Program Manager's cost estimate for each alternative are to be made
available to the CAIG. The price escalation imdices, such as, annual outlay

: rates, and weighted total obligativnal authority rates starting with the base
year, shall also be provided. This information is desired as much in advance
of the CAIG meeting as possible and in no event shall it be provided later than
the time of the CAIG meeting.

5. The DoD Component's organization staffs preparing the cost apalyses
shall maintain a close liaison with the CAIG staff during the review process to
ensure full understandiog of the Dol Component estimates,

6. The CAIG final report to the DSARC will be made available to the appro-
priate Doll Components at the time it is sent to the DSARC. The CAIG staff will
be available to fully discuss its analysis and conclusicns at that time.
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March 19, 1980
NUMBER 5000,]

ISDRE
Department of Defense Directive
SUBJECT: Major Systemvncquisitions

References: (a) Dol Directive 2000.1, "Major System Acquisi-
tions,” January 18, 1377 (hereby canceled)

{b) DoD Directive 5000.2, "Major System Acquisition .-

Process,” January 18, 1977 (hereby canceled)
{¢) DoD Directive 5000.30, "Defense Acquisition

Executive," August 20, 1976 (hereby canceled)
(d} chrough (g}, see enclosure 1

A. REISSUANCE AND PURPOSE

This Directive reissues reference (a), cancels references (h)
and (¢}, and updates the statement of acquisition pelicy for major
systems within the Department of Defense. Thig Directive also im-
plements the concepts and provisions of (ffice of Management and
Budget (0OMB) Circular A-109 {enclosure 2}.

B. APPLICABILITY

The provisions of this Directive apply to the (Office of the
Secretary of Defense (0SD), the Military Departments, the Crgani-
zation of the Joint Chiefs of Staff (0JCS), and the Defense Agen-
cies. As used in this Directive, the term "DoD Components™ refers
to the Military Departments and the Defense Agencies.

C. OBJECTIVES

Each DoD official who has direct or indirect responsibility for
the acquisiticn process shall be guided by the objectives of OMB
Circular A-109 {(eaclosure 2) and shall make every effort to:

1. Ensure that an effective and efficient acquisition strategy
is developed and tailored for each system acquisition program.

2. HMinimize the time from need identification to introduction
of each system into operaticnal use, including winimizing time gaps
between program phases.

3. Achieve the most costegffective balance between acquisition
and ownership costs and system effectiveness.

4. Correlate individual program decisions with the Planning,
Programing, and Budgeting System (PPBS).

— ‘-..,—:-v IR T gy T g

P




5. Maximize collaboration with United States allies.

6. Integrate support, manpower, and related concerns into the
acquisition process.

D. POLICY TR

1. General. The provisions of this Directive and OMB Circular
A-109 (enclosure 2) apply to the acquisition of major systems within
the Tepartment of Defense. The principles in this Directive should
also be applied, where appropriate, to the acquisition of systems fnot
designated as major. Responsibility for the management of system
acquisition programs shall be decentralized to DoD Components except
for the decisions retained by the Secretary of Defense.

2. Specific

a. Analysis of Mission Areas. As part of the routine planning
for accomplishment of assigned missions, DoD Components shall conduct- .
continuing analyses of their mission areas to identify deficiencies in ..
capability or more effective means of performing assigned tasks. -Duking:
these ongoing analyses, a deficiency or opportunity may be identified thit ~
could lead to initiation of a major system acquisition program. o

b. Alternatives to New System Development. A system acquisi-
tion may result from an identified deficiency in an existing system, a .
decision to establish new capabilities in response to a technologicallyi:
feasible opportunity, a significant opportunity to reduce the DoD cést &f
ownership, or in response to a new emphasis in defense. Development of
a new system may be undertaken after assessment of alternative system con-
cepts including:

(1) Change in United States or North Atlantic Treaty
Organization (NATO) tactical or strategic doctrine.

(2) Use of existing military or commercial systems.

(3) Modification or product improvement of existing
systems.

c¢. Designation of Major Systems. The Secretary of Defense shall
designate those systems to be managed as major systems. Normally;:this %
shall be done at the time the Mission Element Need Statement (MENS) is
approved by the Secretary of Defense. In addition to the ¢riteria ‘set .
forth in OMB Circular A-109 (enclosure 2), the decision to designate any .
system as major may be based upon:

(1) Development risk, urgency of need, or other items of
interest to the Secretary o Defense, : '
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THIS SECTION CONTAINS THE DOD DIRECTIVES AND INSTRUCTIONS ON YﬁE:
(A) MAJOR SYSTEMS ACQUISITIONS
(B) MAJOR SYSTEMS ACQUISITION PROCEDURES
(C] OSD COST ANALYSIS IMPROVEMENT GROUP

IT EXPLAINS THE RESPONSIBILITIES, ORGANIZATION AND MEMBERSHIP OF THE DSARC
AND THE CAIG.
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{2) Joint acquisition of a system by the Department of
Defense and representatives of another nation or by twe or more DoD

Components .
F
(3) The estimated requirement for the system 5 research, ;
development, test and evaluation (RDT&E), and precurement funds. -
{4) The estimated requirement for manpower to operate, "

mainta.a and support the system in the field,

{5) Congressional interest. .
d. Affordability. Affordability shall be censidered at every -

milestone, At Milestone 0, the order of magnitude of rescurces the Del
Compoenent is willing to commit and the relative priority of the program
to satisfy the need identified will be recounciled with overall capabilities, -
priorities, and resources. A program normally shall not proceed inte Ceon-
cept Exploration unless sufficient resources areg or can be programed for
Phase 0. Approval to preceed into the Demonstration and Validation phase
shall De dependent on Dol Component assurapce that it plans to acquire and
operate the system and that sufficient RDTEE resources are available or
can be programed to complete development. Approval to proceed into

the Full-Scale Development phase shall be dependent on DoD Component

assurance that resources are available ar can be programed to complete :
development and ayquisition and to operate and support the deployed
system in the manner prescribed by the Secretary of Defense. This
assurance will be reaffirmed by the DoD Component prior to receiving
approval to proceed into the Production and Deployment phase. Afford-
ability, a fundtion of cost, priority, and availability of fiscal and
manpower resources, shall be established and reviewed in the context
of the PPBS process. Specific facats of afferdability to be reviewed
at milestone decision points are set forth in DoD Instruction 5000.2

{reference (d4)).

N

e. Acguisition Time. A primary objective of management
shall be to minimize the time it takes to acquire materiel and
facilities to satisfy military needs. Particular emphasis shall be
placed on minimizing the time from a Cofmitment to acquire an operable
and supportable system to deploying it with the operating force. Com-
mensurate with risk, such approaches as developing separate alternatives
in high-risk areas, experimental prototypings of eritical components,
combining phases, or omitting phases should he explored. In those cases
vhere combining or omitting phases are appropriate, aathority shall be
requested from the BSecretary of Defense.

f. Tailering. OSD and DoD Components shall exercise judgment
and flexibility to enceurage maximum tailoring in the acquisition pro~
cess, as described in OMB Cir.ular A-109 (enclosure 2), this Directive,
and Dol Imstruction 5000.2 (reference (d)), while stimulatimg a competi-
tive environment. Tailoring of the acquisition process shall be docu-
mented in the MENS or the Decision Coordinating Paper. Approval of such
tailoring shall be included in the Secretary of Defense Decision Memorandum,
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g. Standardization and Interoperability

(1} Equipment procured for the use of personnel of the
Armed Forces of the United States statiomed in Europe under the terms of
the North Atlantic Treaty should be standardized or at least be interoper~
able with equipment of other members of NATO. Accordingly, NATO ration=
alization, standardization, and interoperability (RSI) shall be basic
considerations In acquisition of systems having a partial or tetal
application to Europe. Refer to Dol Directive 2010.6 (reference (e}}.

(2} Acgquisition of equipment satisfying Dol Component
needs should alsc include consideration of intraservice and interser-
vice standardization and interoperability requirements,

h. Legistic Supportability. Logistic supportability shall be
a design requirement as important as cost, schedule, and performance. A
continuous interface between the program management office and the man-
power and logistics communities shall be maintained throughout the acquisi-
tion process.

i. Directed Decisions by Higher Autherity. When a line offi~
cial asbove the program manager exercises decision authority on program
matters, the decision shall be decumented as official program direction
to the program manager. The line official shall be held accountable for
the decision.

3. Milesteone Decisions and Phases ¢f Activity, Four milestone
decisions and four phases of activity comprise the normal DoD acquisi-
tion precess for major systems.

a. Milestone O Decision. Approval of MENS and authorizatien to
proceed into Phase O--Concept Exploration«w~which includes solicitation,
evaluation and competitive exploration of alternative system concepts,
Approval to proceed with Concept Exploration alse means that the Secretary
of Defense intends to satisfy the need.

b, Hilestone I Decision. Selection of altermatives and author-
ization to proceed inte Phase I--Demonstration and Validation.

¢. Milestone IT Decision. Seiection of alternative(s) and
authorization to proceed into Phase II--Full-Scale Development--which
includes limited production for operational test and evaluation. Ap-
proval to proceed with Full-Scale Development alsc means that the
Secretary of Defense intends to depleoy the system.

d. Milestone 111 Decisien. Authorization to proceed into
Phagse III--Production and Deployment.
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4, pocumentation for Milestone BDecisions

a, Hilestopne O

Mission Element Need Statement (MENS). Each major system
acquisition program requires a MENS approved by the Seceetary of Defense.
Dol Tomponents ghall prepare MENS to document major deficiencies
in their ability to meet mission requirements. Joint MENS shall be pre-
pared to document major deficiencies in two or more [oD Components. O5D
and the 0JCS may also prepare MENS in response to perceived mission atea
deficiencies. These MENS shall recommend s lead Dol Component te the
Secretary of Defense. The MENS, as described in enclosure 2 to Dol
Instruction 5000.2 (reference (d)), shall be limited to five pages,
including annexes.

b, Milestones I, 11, and 111

{1) DPecision Coordinatiang Paper (DCP). The DCP provides
basic documentation for use by Defense Systems Acquisition Review Council
(DSARC) members in arriving at a recommendation for the Secretary of
Defense. It includes: a program description, revalidation of the
mission need, goals and thresholds, a summary of the Dol Component’s
acquisition strategy (including a description of and tailoring of standard
procedures), system and program alternatives, and issues affecting the
decigsion. The DRCP, as described in eanclosure 3 to Dob Instruction
5006.2 (reference (d)), shall be limited to 10 pages, including annexes.

(2) Integrated Program Summary (IPS). The IPS summarizes
the Dol Component’s acquisition planning for the system's life-cycle and
provides a management overview of the program. The IP5, as descrihed in
enclosure 4 to Dol Ilnstruction 5000.2 (reference (d)), shall be limited
to 60 pages, including all annexes except Annex B, Rescurces - Funding
Profile.

{3) Milestoue Reference File (MRF). The MRF shall be tem-
porarily established within OSD to provide a central repositoery for
existing program documentation and references for referral during each
milestone review.

¢. Hilestones 0, 1, 1I, and TII

Secretary of Defense Decision Memerandum (SDDM).  The SDDM
documents each milestone decision, establishes program goals and thresh-
olds, reaffirms established needs and program objectives, authorizes
exceptions to acquisition policy (when appropriate}, and provides the
direction and guidance to O350, 0JCS, and the Dol Component for the next
phase of acquisition.
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E. RESPONSIBILITIES . 2N

1. The Defense Systems Acguisition Review Council (DSARC) shall
advise the Secretary of Defense on milestone decisions for major systems
and such other acquisition issues as the Defense Acquisition Executive
determines to be necessary.

2. The Defense Acvquisition Executive (DAE)
a. The DAE shall:

(1) Be the principal advisor and staff assistant to the
Secretary of Defense for the acquisition of defense systems and equip-
meat.

{(2) Be designated by the Secretary of Defense and shall
serve as the permanent member and Chairman of the DSARC,

{3} In coordination with the cother permanent members of
the DSARC:

(a) Integrate and unify the management process, poli~
cies, and precedures for defense system acquisition.

{(b) Monitor DoD Component compliance with the policies
and practices in OMB Circular A~109 (enclesure 2), this Directive,
and DoD Instruction 500G.2 (reference (d4)). . 4 \

(c) Ensure that the reguirements and viewpoints of the
functional areas are given full consideration during staff and DSARC
deliberations, and are integrated in the recommendations sent to the
Secretary of Defense.

{(d) Ensure consistency in applying the policies regarding
NATO RSI for all major systems.

b. The DAE is specifically delegated authority to:

{1) Designate action officers who shall be responsible for
the processing of the milestene documentation and who shall monitor
the status of major systems in all phases of the acguisition process.

(2) Issue instructions and one-time, Directive~type memo-
rands in accordance with Dol Directive 5025.1 {reference (f}).

{3) Obtain such reports and iaformation, consistent with
the provisions of DoD Directive 5000.19 (reference (g)), as may be neces-
sary in the performance of assigned functions,

3. The Under Secretary of Defense for Policy (USDP) shall be a per-
manent member of the DSARC. On cccasion, the USDP may designate a repre-
sentative to attend a given DSARC meeting, 5::i

6
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4. The Under Secretary of Defense Research and Engineering (USDRE)
is a permanent member of the DSARC and shall be responsible for policy
and review of all research, engineering development, technclogy, test
and evaluation, contracting, and production of systems covered by this
Directive. On occasion, the USDRE may designate a representative to
attend a given D3ARC meeting. In addition, the USDRE shall:

a. Monitor, in conjunction with the Assistant Secretary of
Defense {(Program Analysis and Evaluation) (ASD(PAKE}}, DoD Component
procedures for analysis of mission areas.

b. Coordinate review of MENS provided by DoD Components.

¢. Coordinate, together with Assistant Secretary of Defense
{Comptroller} and ASD(PASE), the interface of the acquisition process
with the PPBS.

5. The Assistant Secretary of Defense (Manpower, Reserve ﬁffalrs
and Logistics) (ASD(MRAGL)) is a permanent member of the DSARC and shall
be responsible for policy on logistiec, energy, environment, safety, and
manpower planning for new systems and for ensuring that logistic planning
is consistent with system hardware parameters, logistic policies, and
readiness objectives.

6. The Assistant Secretary of Defense (Comptroller) (ASD(C)) is a
permanent member of the DSARC and shall coordinate, together with USDRE
aud ASD(PASE}, the interface of the acquisition process with the PPBS,

7. The Assistant Secretary of Defense (Program Analysis and Evalua-
tion) (ASD(PASE)) is a permanent member of the DSARC and shall:

a. HMenitor, in conjunciion with USDRE, DoD Component pro-
cedures for analysis of mission areas.

b. Evaluate cost-effectiveness studies prepared in support of
milestone decisions for major system acquisition.

¢. Coordinate, together with USDRE and ASD{C), the interface
of the acquisition process with the PPBS.

8. The Chairman, Joint Chiefs of Staff (CJCS), or a representative
designated by CJCS shall be a permanent member of the DSARC.

9. The principal advisors to the DSARC are listed in DoD Instruction
5000.2 (reference {(d}).

{0. The Head of Each Dol Component shall manage each major system
acquisition assigned by the Secretary of Defense and shail establish
¢lear lines of authority, responsibility, and accountability.
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DoD Component Heads shall also:

a. Appoint a Dol Component acquisition executive to serve as
the principal advisor and staff assistant to the Head of the DoD Com-
ponent.

b. Establish a System Acquisiticn Review Council.

c. Ensure that a program manager is assigned and that a program
manager's charter is approved as soon as feasible after Milestone O.

d. Establish career incentives to attract, retain, motivate and
reward compelent program managers.

e. Provide a program manager the necessary assistance to
establish a strong program office with clearly established lines of
authority and reporting channels between the program mansger and the
Head of the DoD Component. Where functicnal organizations exist to assist
the program manager, the relationship of the functional areas to the
program manager shall be established.

f. Monitor major system acquisitions to assure compliance with
OMB Circular A-10% (enclosure 2), this Directive, and DoD Instruction
5000.2 (reference (d)}.

11. The Program Manager shall acquire and field, in accordance with
instructions from line authority, a cost-effective solution to the approved
mission need that can be acquired, operated, and supported within Lhe
rescurces projesrted in the SDDM.

F. ORDER OF PRECEDENCE

This Directive and Dol Instruction 5000.2 (reference (d)} are first
and second in order of precedence for major system acguisitions except
where statutory requirements override. All Dol issuances shall be re-
viewed for conformity with this Directive or DoD Instruction 5000.2
(reference (d)) and shall be changed or canceled, as appropriate. Con-
flicts remaining after 90 days from issuance of this Directive shall be
brought to the attention of the originating office and the DAE.
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G. EFFECTIVE DATE AND iMPLEMENTATION

This Directive is effective immediately. Forward one copy of
implementing documents to the Under Secretary of Defense for Research

and Engineering within 12C days.

v 7/ g
; A A 7 g )

(U NN < My
e ("

W, Graham Claytor, Jr. °

Deputy Secretary of Defense

Enclogsures - 2

1. References
2. OMB Circular A-10%, "Major System Acguisitioms,™ April 5, 1976
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REFERENCES, continued

DoD Instruction 5000.2, "Major System Acquisition Procedures,”

March 19, 1980
DoD Directive 2010.6, "Standardization and Interoperability of

Weapons Systems and Equipment within the North Atlantic Treaty

Organization," March 5,‘198b S
DoD Directive 5025.1, "Department of Defense Directives System,"

November 18, 1977 :
DoD Directive 5000.19, "Policies for the Management and Cpﬁ}ro&?df-

Information Requirements,” March 12, 1976 &
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DFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C, 20503

April 5, 1976 ) CIRCULAR NO. A-109

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Major System Acquisitions

1. Purpose. This Circular establishes policies, to be
followeg By executive branch agencies in the acquisition of
major systems.

2. Background. The acquisition of major systems by the
Federal Government constitutes one of the most crucial and
expensive activitiea performed to meet national needs. Its
impact 1is critical on technology, on the Nation's economic
and fiscal policies, and on the accomplishment of Government
agency missions in such fields as defense, space, energy and
transportation., For a number of years, there has been deep
concern over- the effectiveness of the management of major
system acquisitions. The report of the Commigsion on
Government Procurement recommended basic changes to improve
the process of acquiring major systems, This Circular is
based on executive branch consideration of the Commission's
recommendations.

3. Responsibility. Fach agency head has the responsibility
to ensure that the provisions of this Circular are followed.
This Circular provides adminigtrative direction to heads of
agencies and does not establish and shall not be construed
to create any substantive or procedural basis for any person
te challenge any agency action or inaction on the basis that
such action was not in accordance with this Circular.

4. Coverage. This Circular covers and applies to:

a. Management of the acquisition of major systems,
including: ° Analysis of agency missions ° Determination of
~igsaion needs ° Setting of program ochjectives @
Determination of s8ystem requirements °© System program
planning ° Budgeting ® Funding ° Research ° Engineering °
Pevelopmant ® Testing and evaluation *° Contracting °
Production ° Program and management control * Introduction
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of the system into use or octherwise successful achievement
of program objectives. :

b. All programs for the acquisition of major systems. ..

even though:
{13 The saystem is one-pf-a-kind.
{2} The agency's Ainvolvement in the syatgmﬂTisf;_
limited to the development of demonstration hardware  for.

opticnal use by the private sector rather than for the
agency's own use. ‘ ) o

5, Dpefinitions. As used in this Circular:

a. Executive agency {(hereinafter referred togas,aggﬁc&}_ )
means an  executive  department, and an independent

establishment within the meaning cof sections 101 and ;sggx;,r“*:

regpectively, of Title 5, United States Code.

b. Agency component means a major organizational .~

subdivision of an agency. For example: The Army, Navy, Air

Force, and Defense Supply Agency are agency components @fk;ffw
the Department of Defense.  The Federal Aviation -
Administration, Urban Mass Transportation Administration, .- °

and the Federal Highway Administration are agency components
of the Department of Transportation. ~

c. Agency missions means those responsibilities for
meeting national needs assigned to a specific agency. :

d. Mission need means a required capability within an
agency’s overall purpose, including cost and sﬁhééula
considerations.

e. Program objectives means the capability, cost and "

schedule goals being sought by the system acguisition
program in response to a mission need.

£. Program means an organized set of activities.
directed  toward a common purpose, objective, or goal
undertaken or proposed by an agency in order to carry out
responsibilities assigned to it. :

g. System design concept means an idea expressed in
terms of general performance, capabilities, .. and -
characteristics of hardware and software orlented either to

{No. A-109)
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operata or to be operated as an integrated whole in meeting
a mission need.

h. Major system means that combination of elements that
will function together to produce the capabilities regquired
to fulfill a mission need. The elements may include, for
example, hardware, equipment, software, construction, or
other improvements  or real  property. Major system
acquisition programs are those programs that (1) are
directed at and c¢ritical to fulfilling an agency mission,
(2) entail the allocation of relatively large resources, and
{3} warrant special management  attention. Additional
criteria and relative dollar thresholds for the
determination of agency programs to be considered major
systems under the purview of this Circular, may be
established at the discretion of the agency head.

i. System acquisition process means the sequence of
acquisition activities  starting from the agency's
reconciliation of its mission needs, with its capabilities,
priorities and respurces, and extending through the
introduction of a system inuoc operational wuse or the
otherwise successful achievement of program cobjectives.

j. Life cycle cost means the sum total of the direct,
indirect, recurring, nonrecurring, and other related costs
incurred, or estimated to be incurred, in the design,
development, production, operation, maintenance and support
of a major system over its anticipated useful life span.

6. General policy. The policies of this Circular are
designed to assure the effectiveness and efficiency of the
process of acquiring major systems. They are based on the
general policy that Federal agencies, when acquiring major
systcems, will:

a. Express needs and program objectives in mission
terms and not equipment terms to encourage innovation and
competition in  creating, exploring, and  developing
alternative system design concepts.

b, Place emphasias on the initial activities of the
system acquisition process to allow competitive exploration
of alternative system design concepts in responsSe to mission
needs. '

(No. A-109)
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c. Communicate with Congress early in the aystem
acguisition process by relating major system acguisition
programs to agency mission needs. This communication should
follow the reguirements of Office of Management and Budget
{OMB) Circular ©No. A-10 concerning informatlion related to
budget estimates and related materials.

d. Establish c¢lear lines of authority, responsibility,
and accountability for  management of maijor aystem
acquisition programs. Utilize appropriate managerial levels
in decisionmaking, and obtain agency head approval at gey
decision points 1in the evolution of each acquisition
program.

e. Designate a focal peoint responsible for integrating
and unifying the system acquisition management process and
monitoring policy implementation.

f. Rely on private industry in accordance with the
policy established by OMB Circular No. A-76.

7. Major system acguisition management objectives. Each
agency acquiring major systems should:

a. Ensure that each major system: Fulfills a migsion
need, Operates effectively in its intended environment.
Demonstrates a level of performance and reliability that
justifies the allocation of the Nation's limited resources
for its acquisition ang cwnership.

b. Depend on, whenever  economically  beneficial,
competition between similar or differing system design
corncepts throughout the entire acquisition process.

c. Ensure appropriate trade-off among investment costs,
ownership costs, schedules, and performance characteristics.

d. Provide strong checks and balances by ensuring
adequate system test and evaluation. Conduct such tests and
evaluation independent, where practicable, of developer and
user,

€. Accomplish system acquisition planning, built on
analysis of agency missions, which implies appropriate
resource allocaticn reczlting from cleaxr articulation of
agency mission needs.

{No, A-109)
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f. Tailor an acquisition strategy for each program, as
soon as the agency decides to solicit alternative system
design concepts, that could lead to the acquisition of a new
major system and refine the strategy as the program proceeds
through the acquisition process. Encompass  test and
evaluation criteria and business management considerations
in the strategy. The stracegy could typically include: °
Use of the contracting process as an important tool in the
acquisition program ° Scheduling of -essential elements of
the acquisition Process e Demonstration, test, and
evaluation criteria ® Content of solicitations for proposals
® Decisions on whom to solicit * Methods for . obtaining ‘and
sustaining competition ©° Guidelines for the evaluation and
acceptance or rejection of propesals ® Goals for design-to~
cost ° Methods for projecting life cycle costs ° Use of data
rights * Use of warranties ¢ Methods for analyzing and
evaluating contractor and Government risks ¢ Need for
developing contractor incentives ° Selection of the type of
contract best suited for each stage in the acquisition
process * Administration of contracts.

g. Maintain a capability to: ° Predict, review, assess,
negotiate and monitor costs for system development,
engineering, design, demongtration, test, production,
operation ‘and support (i.e., life cycle costs) ® Assess
acquisition cost, schedule and performance experience
against predictions, and provide such assessments for
consideration by the agency head at key decision points °
Make new assessments where significant costs, schedule or
performance variances oc¢cur ¢ Estimate life cycle costs
during system design concept evaluation and selection, full~
scale development, facility conversion, and production, to
engure appropriace trade-offs among invastment costs,
ownesship costs, schedules, and performance ks Use
independent .Jost estimates, where feasible, for comparison
purposes.

8, Management structure.

a. The head of each agency that acquires major systems
will designate ain acquisition executive to integrate and
unify the managenent process for the agency's major system
acquisitions ani to monitor implementation of the policies
and practices set forth in this Circular.

b. Each agency that acgquires--cr 1is responsible for
activities leading to the acquisition of-~major systems will

{No. A~-109)
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establish clear lines of authority, responsibility, and

accountability for  management  of its major  systen
acquisition programs. .

c. Each agency should preclude management layering and

placing nonessential reporting procedures and paperwork reguire-

ments on program managers and contractors.

d. A program manager will be designated for each of the
agency's major system  acguisition programs, This
designation should be made when a decision is maﬁe’ta
fulfill a mission need by pursuing alternative system design
concepts., It is essential that the program manager have an
understanding of user needs and constraints, familiarity
with development principles, and reguisite management skills
and experience. Ideally, management skills and experience
would include: °® Research and development ° Operations °
Engineering ° Construction ° Testing ° Contracting °
Prototyping and fabrication of complex systems ° Production
® Business ° Budgeting ° Finance. With  satisfactory
performance, the tenure of the program manager should be
long enough. to vrovide continuity and personal
ac¢ountability.

e. Upon dasignation, the program manager should ?e
given budget guidance and a written charter of his
authority, responsibility, and accountability for
accomplishing approved program objectives.

f. Agency technical management and Goverrment
labhoratories should be congidered for participation in
agency mission analysis, evaluation of alternative system
design concepts, and support of all development, test, and
evaluation efforts.

g. Agencies are encouraged ta work with each other to
foster technology transfer, prevent unwarranted duplication
cf technological efforts, reduce system cCOsts, pr§m?te
standardization, and help create and maintain a competitive
environment for an acquisition.

9. Key decisions. Technical and program decisions normally

will be made at the layel of +the agency component Or

operating activity. However, the following four key

gecision points should be retained and made by the agency
ead:
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a. Identification and definition of a specific mission
need to be fulfilled, the relative priority assigned within
the agency, and the general magnitude of resources that may
be invested.

b. Belection of competitive system design concepts to
be advanced to a test/demonstration phase or authorization
to proceed with the development of a noncompetitive (single

concept} system.

¢. Commitment of a system to full-scale development and
limited production. ‘

d., Commitment of a system to full production.

10. Determination of mission needs.

a. Determination of mission need should be based on an
analysis of an agency's mission reconciled with overall
capabilities, priorities and resources. When analysis of an
agency's mission shows that a need for a new major system
exists, such a need should not be defined in equipment
terms, but should be defined in terms of +the mission,
purpose, capability, agency components involved, schedule
and cost objectives, and operating constraints. A mission
need may result from a deficiency in existing agency
capabilities or the decision to establish new capabilities
in responge to a technologically feasible opportunity.
Mission needs are independent of any particular system or
technological gclution.

b. Wwhere an agency has more than one component
involved, the agency will assign the roles and
responsibilities of each component at the time of the first
key decision. The agency may permit two or more agency
components to sponsor competitive system design concepts in
order to foster innovation and competition.

¢. Agencies should, as required to satisfy mission
responsibilities, contribute to the technology base,
effectively utilizing both the private sector and Government
laboratories and in~houyse technical centers, by cenducting,
supporting, or sponsoring: °® Research *° System design
concept studies ° Proof of concept work ° Exploratory
subsystem development ° Tests and evaluations. Applied
technology efferts oriented to system developments should be
performed in response to approved mission needs.

{No. A-109)
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11. Alternative systems.

a, Alternative system design concepts will be explored
within the context cf the agency's mission need and program
obje~*ives--with emphasis on ' gererating innovation and
conceptual competition from industry. Benefita to be
derived should be optimized by competitive exploration of
alternative system design concepts, and trade-offs of
capability, schedule, and cost. Care should be exercised
during the initial steps of the acquisition process not to
conform mission needs or program objectives o any known
systems or products that might foreclose consideration of
alternatives.

b. Alternative system design concepts will be solicited
from a broad base of gualified firms. 1In order to achieve
the most preferred system solution, emphasis will be placed
on innovation and competition. To this end, participation
of smaller and newsr hbusinesses should be encouraged.
Concepts will be primarily solicited from private industry:
and when bheneficial to the Government, foreign technology,
and eguipment may be considered.

c. Federal laboratories, federally funded research and
development c¢enters, educational institutions, ‘and other
not~for-profit organizations may also bc considered as
sources for competitive system design c¢oncepts. Ideas,
concepts, or technology, developed by Government
laboratories or at Government =xpense, may be made available
to private industry throughh the procurement process or
through other established prccedures. industry proposals
may ke made on the basis of these ideas, concepts, and
technology or on the basis of feasible alternatives which
the proposer considers superior.

d. Research and development elfortse should emphasize
early competitive expioration of alternatives, as relatively
inexpensive insurance against premature or preordained
choice of a' system that may prove to be either more costly
or less effective.

e. Requests for alternative system design concept
proposals will explair the misgion need, schedule, cost,
capability objectives, and operating constraints. Each
offeror will be frea to propose his own technical appreach,
main design features, subsystems, and alternatives to
schedule, cost, and capability goals. In the conceptual and
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less than full-scale development satages, contractors should
not be restricted by detailed Government specifications and
standards.

f. Selections from competing system design concept
proposals will be based on a review by a team of experts,
preferably from inside and ocutside the responsible component
development organization. Such a review will consider: (1}
Proposed system functional and performance capabilities to
meet misgion needs and program objectives, including
résources required and benefits to be derived by trade-offs,
where feasible, among technical performance, acquisition
costs, ownership costs, time to develop and procure; and {2}
The relevant accomplishment record of competitors.

g. During the uncertain period of identifying and
exploring alternative system design concepts, contracts
covering relatively short time periods at planned dollar
levels will be  used. Timely technical reviews of
alternative system design concepts will be made to effect
the orderly elimination of those least attractive.

h. Contractors should be provided with operational test
conditions, mission performance criteria, and 1life cycle

cost factors that will be used by the agency in the

evaluation. and selection of the system({s) for full-scale
development and production.

i. The participating contractors should be provided
with relevant operational and support experience through the
program manager, as necossary, in developing performance and
octher requirements for each alternative system design
concept as tests and trade-offs are made.

j. Development of subsystems that are intended +to be
included in a major system acquisition program will be
reatricted to less than fully designed hardware (full-scale
development) until the subsyatem is identified as a part of
a system ¢andidate for full-scale development, Exceptions
may be authorized by the agency head if the subsystems are
long lead time items that fulfill a recognized generic need
or if +they have a high potential for common use among
several existing or future systems.

{(No. A-10%9)

g
s

S8 Il

I B veatalie suis . B sie e iel SN

R = T : T

bt 3



P

i0

12. Demonstrations.

a. Advancement to a competitive test/demonstration
phase may be approved when the agency's misgsion need and
program objectives are reaffirmed and when alternative
system design concepts are selected.

b. Major system acquisition programs will be structured
and resources planned to demonstrate and evaluate competing
alternative sgystem design concepts that have been selected.
Exceptions may be authorized by the agency head if
demonstration is not feasible.

c. Development of a single system design concept that
has not been conpetitively selected should be considered
only if justified by factors such as urgency of need, or by
the physical and financial impracticality of demonstrating

alternatives. Proceeding with the  development of a
noncompetitive (single concept) system may be authorized by
the agency head. Strong agency program management and

technical direction should be used for systems that have
been neither competitively selected nor demonstrated.

13. Full-scale development and production.

a, Full-scale development, including limited
production, may be approved when the agency's mission need
and program objectives are reaffirmed and competitive
demonstration results verify that the chosen system design
concept (s} 1is sound.

b. Full production may be approved when the agency's
mission need and program objectives are reaffirmed and when
system  performance has been satisfactorily teated,

independent of the agency  development and  user
organlzations, and evaluated in an environment that assures
Jemonstration in expected operaticnal conditions.

Exceptions to independent testing may be authorized by the
agency head under . such circumstances as physical or
financial impracticability or extreme urgency.

c. Selection of a system(s) and contractor({s) for full-
scale development and production is to be made on the basis
of {1} system performance measured against current mission
need and program objectives, (2) an evaluation of estimated
acquisition and ownership costs, and {3) such factors as

{do. A~109)
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contractori{s) demonstrated management, §inancial, and
technical capabilities to meet program objectives.

d. The program manager will monitor system tests and
contractor progress in fulfilling system performance, cost,
arnd schedule commitments.  Significant actual or forecast
variances will be brought to the attention of the
appropriate management authority for corrective action.

14. Budgeting and financing. Beginning with FY 1979 all
agencies will, as part of the budget process, present
budgets in terms of agency missions in consonance with
Section - 201(i) of the Budget and Accounting Act, 1921, as
added by Section 601 of the Congressional Budget Act of
1974, and in accordance with OMB Circular A-11. In so
doing, the agencies are desired to separately identify
research and development funding for: {1} The general
technology base in support of the agency's overall missions,
(2} fThe specific development efforts in support of
alternative system design concepts to accomplish each
mission need, and (3) Full-scale developmente. Each agency
should ensure that research and develcpment is not
undesirably duplicated across its missions.

15, Information tc Congress.

a. Procedures for this purpose will be developed in
conjunction with the O0ffice of Management and Budget and the
various committees of Congress having oversight
responsibility for agency activities. Beginning with FY

1979 budget each agency will inform Congress in the normal

budget process about agerncy missions, capabilities,
deficiencies, and needs and cbjectives related to
acquisition programs, in consonance with Section 601(i) of
the Congressional Budget Act of 1974,

b. Disclosure of the basis for an agency decision to
proceed with a single system design concept without
competitive selection and demonstration will be made to the
congressional authorization and appropriation committees.

16. Implementation. All agencies will work closely with the
Qffice of Management and Budget in resolving all
implementation problems.

17. Submissions to Office of Management and  Budget.
Agencies will submit the following to OMB:
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a. Policy directives, regqulations, and guidelines as
they are issued.

b, Within six months after the date of this Circular, a
time-phased action plan for meeting the requirements of this
Circular.

c. Periodically, the agency approved excaptions

permitted under the provisions of this Circular.

This information will be used by the OMB, in idertifying
major system  acquisition trends and in monitoring
implementations of this policy.

18. Inquiries. All gquestions or inquiries should ©be
submitted to the OMB, Administrator for Federal Procurement
Policy. Telephone number, area code, 202-395-4677.

-%?/Z%&

HUGH E. WITT
ADMINISTRATOR FOR
PEDERAL PROCUREMENT POLICY

pproved: £
L)

JAMES T. LYRNN
DIRECTOR
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NUMBER s5000.2

Department of Defense Instruction usore

SUBJECT: Major System Acquisition Procedures

References: (a) DoD Directive 5000.2, "Major System Acquisition

Process,”™ January 18, 1977 {canceled by reference
(b)) :

(b) DoD Directive 5000.1 "Major System Acquisitions,"
March 19, 1980

{c) DoD Directive 5000.35, “Defense Acquisition
Regulatory System,” March 8, 1978

{d) through {u), see enclosure 1

A. PURPOSE
This Instruction replaces DoD Directive 5000.2 (reference {a)) to

provide revised supplementary procedures for Department of Defense
uge in implementation of reference (b}.

B. APPLICABILITY

The provisicens of this Instruction apply to the (Oflice of the Secre-~
tary of Defense (08D}, the Military Departments, the Organization of the
Joint Chiefs of Staff (0JCS), and the Defense Agencies. As used in this
Instruction, the teem "DoD Components” refers to the Military Departments
and the Defense Agencies.

C. PROCEDURES

1. Hajor System Designation, The Secretary of Defense shall desig-
nate certain acquisition programs as major systems. The Defense Acquisi-
tion Executive {(DAE) may recommend candidate programs to the Secretary of
Defense at any point in the acquisition process, but normally recommenda-
tions shall be made in conjunctien with Mission Element Need Statement
(MENS) approval. The DAE iz authorized to withdraw the designation of
"major systems'' when changing circumstances dictate. The DAE shall
advise the Secretary of Defense before such an action is taken.

2. Major System Listings. The Executive Secretary of the Defense
SystemsAcquisition Review Council (DSARC) shall, as the agent of the DAE,
maintain and distribute a list of designated major systems. Additions
and deletions to the list shall be disseminated when changes occur. The

Executive Secretary, in conjunction with the Assistant Secretary of Defense.

(Comptroller) shall maintain a listing of programs for which Selected
Acquisition Reports (SARs) are reguired.
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3. Hilestone O Documentation

a. Migsion Element Need Statement (MENS)

(}) Purpose. A MENS is the document upon which the Milestone
0 decision is based. It identifies and defines: (a) a specific defi~
cieacy or opportunity within a mission area; (b) the relative priority of
the deficiency within the mission area; {c} the Defense Intelligence
Agency (DIA) validated threat forecast or other factor causing the
deficiers:: (d) the date whea the system must be fielded to meet the
threat; and (e) the general magnitude of acquisition resources that the
DoD Component is willing to invest to correct the deficiency. A HMENS is
required for each acquisition, including system modifications and
additional procurement of existing systems, which the Dol Component
aniticipates will cost in excess of 5100 million (FY 1980 dollars) in
research, development, test and evaluation (RDT&E) funds or $500 million
(FY 1980 dollars) in procurement funds. A MENS is not required for pro-
grams, regardless of size, directed toward develeping and maintaining a
viable technology base.

(2) Scope. The deficiency or opportunity identified in a
HMENS should be defined as narrowly as possible to allow a reasonable
probability of correcting the deficiency by acquiring a single system.
Defining a broad architecture of systems to counter projected threats in a
mission area is part of the ongeing analysis of mission areas rather than

a part of a specific acquisition program. Though the scope of the deficiency

identified in 2 MENS shall be narrowly defined, solutions to the problen
skz11 not be specified. Alternative concepts and associated risks shall
be evaiuvated in the Concept Exploration phase.

{3} Format. Enclosure 2 contains the format of a HENS along
with explanatery information regarding its preparation.

(4) Processing

{a}) DoD Components shall identify all new acquisition
starts in the yearly submission of the Program Objective Memoranda (POM).
These submissions shall identify those new acquisitions that are likely to
exceed dollar thresholds specified above for a MENS. New system acquisi-~
tions exceeding the dollar thresholds specified above that have not pre-
viously had a MENS reviewed and approved must have a MENS submitted to the
DAE no later than POM submission date. Reviaw and approval of MENS before
POH submission are encouraged.

{b} The DoD Component shall forward a draft HENS, along
with a recommendation as to whether the program should be designated as a
major system, to the DAE who shall seolicit comments from the OSD staff,
0JCS, the other Military Departments and the DIA.

1 Wwhen the DAE plans to recommend designation as &
major system, comments on the MENS shall be provided to the DoD Component
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within 20 workdays of receipt of the draft MENS. Upon receipt of 05D
comments, the Doll Component shall revise the MENS and retura it to the DAE
within 20 workdays for approval action.

2 When the DAE does not recommend designation as a
major system, the MENS shall be returned to the appropriste DoD Component
or functional organization for milestone decision responsibility on the
pregram.

b. Secretary of Defense Decision Memorandum (SDDM)

(1} When the DAE plans to recommend approval of the MENS and
designation of a system as major, the actiom officer shall prepare a SDDHM.
The DAE shall forward the SDDM to the Secretary of Defense after formal
coordination. The SDDM shall be c¢oordinated with the DSARC permanent mem-
bers and any advisors the DAE considers appropriate. The Milestone O SDDHM
shall also establish when the next milestone review shall occur.

(2} Upon approval of the MENS by a SDDM and designation ¢f a
system as major, the Dol Component may take necessary programing action to
incorporate required rezources into the Planning, Programing, ang Budgeting
System (PPBS). Frograming action may be taken in parallel with preparation
of the MENS. If the requirement is urgent, the MENS should be submitted
with a regquest for reprograming action.

4. Defense Systems Acquisition Review (ouncil (DSARC). The DSARC,
acting as the top level DoD corporate bedy for system acquisition, shall
provide advice and assistance to the Secretary of Defense. The following
paragraphs set forth organizational and procedural elements of the DSARC
process,

a. DSARC Permanent HMembers and Principal Advisors

{1) Permanent Members

{a) Defense Acquisition Executive.

{b) Under Secretary of Defense for Policy or a represen-
tative designated by the Under Secretary of Defense for Policy.

{c} Under Secretary of Defense for Research and Engineering
or a representative designated by the Under Secretary of Defense for Research
and Engineering. ’

(d) Assistant Secretary of Defense (Comptroller}.

(e} Assistant Secretary of Defense (Manpower, Reserve
Affairs, and Logisticsj).

{f}) Assistant Secretary of Defense {Program Analysis and
Evaluation).

B

=T

TR

W W ey e &

T TR e,

»\',, s

Rl AC W ARCIL WL L 2 g



L WK AL oo e 3 e ——— . - w44 - -

(g) Chairman, Joint Chiefs of Staff, or a representative
designated by the Chairman, Joint Chiefs of Staff.

{2) Principal Advisors

{a)} For communications, command, centrel, and intelli-
gence {C 1) vesearch, engineering, and program matters. Assistant
Secretgry of Defense {(Communications, Command, Coantrol, and Intelligence}

(ASD(C™1)).
{b) For HATO affairs: Advisor to the Secretary of

Defers~ and Deputy Secretary of Defense on NATO Affairs.

(¢} For producibility and acquisition strategy matters:
Deputy Under Secretary of Defense for Research and Engineering (Acquisition
Policy}.

(d} For program matters: Appropriate Deputy Under
Secretary of Defense for Research and Engineering.

(e) For defense policy and related operational require- °
ments matters: Appropriate Deputy Under Secretary of Defense Policy.

(f) For threat assessment and substantive intelligence
matters: Director, DIA.

{g) For test and evaluation {T&E) matters: Director of
Defense Test and Evaluation.

{h) For cost matters: Chairman of the Cost Analysis
Improvement Group.

(i) For Logistics Support: Directer, Weapons Support
Improvement Group.

b. DSARC Reviews. The DAE is responsible for convening formal
meetings to facilitate the decision process. Principal advisors shall not
attend unless iovited by the DAE. Formal DSARC reviews shall normally be
held at Milestooes I, 11 and 1III. 1In addition, any Dol Component head or
DSARC member may request the Chair to schedule a meeting of the DSARC to
consider significant issues at any point in the acquisition process for
any major system. The Secretary of Defense may, upon the recommendation
of the DAE, choose to make his decision and issue a SDDM without a2 formal
council review. Dispensing with thé formal review shall be considered by
the DAE when the 08D staff review, preliminary to a scheduled review,
indicates that there are ne substantial issues that would require a DSARC
meeting. In this case, the SDDM shall be prepared by the action officer
and coordinated in accordance with subparagraph C.4.e.(4). before it is
forwarded to the Secretary of Defense for his decision.
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c. Milestone Review Process

(1) Milestone Planning Meeting. A planning meeting shall be
scheduled by the Executive Secretary and chaired by the action officer six
moenths in advance of each USARC meeting. The purpose of the Milestone
Planning Meeting is to identify the system and program alternatives and
the issues and items to be emphasized in the Decision Coordinating Paper
{DCP} and the Integrated Program Summary (IP5}. DSARC members, DSARC
advisors, DoD Components, and the program manager shall be represented at
the meeting. After the meeting, the.action officer shall prepare a
memorandum recording the issues and responsibilities and distribute it
to DoD Components, DSARC members, and DSARC principal advisors.

{2) For Comment DCP and IPS. The For Comment DCP and the IPS
shall be submitted together by the Dol Component to the DAE three months
before to a DSARC meeting. The action officer shall ensure that copies
are made available to DSARC members and advisors and to their staffs for
review and discussion with the DoD Components. The action cfficer shall
prepare and transmit formal comments te the DoD Component Lwo months in
asdvance of the scheduled DSARC meering. Every effort shall be made vo
resolve major issues before the DSARC meeting,

(3) Final DCP and 1PS Update. 4 Final DCP and an update to
the IPS shall be submitted by the DoD Component to the Secretary of Defense
through the DAE 15 workdays before a scheduled DSARC meeting. The action
cfficer shall provide copies of the Final DCP and the update to the [P§ to
each DSARC member and advisor.

(4} Pre-Brief Meeting. The position of each DSARC member and
advisor on the DCP shall be determined by their staff representatives in
time Lo prepare 8 presentatien to be given to the DAE at the Pre~Brief
Meeting. Atitendees at the Pre-~Brief Meeting shall be prepared to discuss
the DCP and to provide specific program recommendations. Following the
Pre-~Brief Meeting, the action officer shall prepare a recommended position
paper and provide copies to the members and principal advisors te the
DSARC so that final action can be taken at the executive session after the
formal DSARL meeting. Members and principal advisors who have dissenting
positions shall be prepared to submit them at the executive session for
final resalution.

{5) Post DSARC Action. Within five workdays following the
DSARC meeting, the DAE shall submit the SDDH, together with any dissenting
positions, to the Secretary of Defense. Normally, the SDDM shall be
issued to the Dol Component within 15 workdays following the DSARC meeting.
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d. Milestone Planning Schedule

Schedule in
Relation to Date

Event of DSARC Meeting

Milestone Planning Meeting - & months
For Comment DCP and IPS - 3 months
DCP Comments to DoD Camponents - 2 months
Final DCP and Update to IPS - 15 workdays
0SD Cost Analysis Improvement Group - 1> workdays
(CAIG) Briefing
0SD Test and Evaluation (T&E) Briefing -.15 workdays
0SD Manpower and Logistics Analysis

(M&LA) Briefing - 15 workdays
DIA Report to DSARC Chair - 10 workdays
DSARC Chair's Pre-Brief Meeting
(OSD Staff Only) - 5 workdays
CAIG Report - 3 workdays
T&E Report - 3 workdays
M&LA Report - 3 workdays
DSARC HMeeting | 0
SDDM issued to DoD Component + 15 workdays

e. Milestone I, II and III Documentation

(1) Decision Coordinating Paper (DCP). The DCP provides the
primary documentation for use by the DSARC in arriving at the milestone
recommendation. It summarizes the program and the acquisition strategy,
the alternatives considered, and the issues. The format of the DCP is
in enclosure 3. Notwithstanding any other DoD issuance, additional
requirements for information in the DCP shall be issued only by the DAE.

(2) Integrated Program Summary. The IPS summarizes the
implementation plan of the DoD Component for the life cycle of the system.
The IPS provides information fz: a management overview of the entire

P & e b ——

ey w

v '”zl"-

.
Ed

o

L

[ 4
;_
3
",
3
b
2




(®)

Mar 19, 80
'5000.2

program. The format of the IPS is in enclosure 4. Notwithstanding any
other DoD issuance, additional requirements for information in the IPS
shall be issued only by the DAE. '

(3) Milestone Reference File (MRF). A MRF shall be established
at each milestone to provide a central location for existing program docu-
mentation referenced in the DCP and IPS. This working fi