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(U) What We Did 
(U) We determined whether the Naval 

Air Systems Command was effectively 

managing and developing the F /A-18E/F 

Infrared Search and Track (IRST) program 

for low-rate initial production (initial 

production). 

(U} What We Found 
~ Program Manager Air (PMA)-265 

officials did not effectively manage and 

develop the IRST program while preparing 

for initial production. Specifically, 

PMA-265 officials, with approval from the 

Assistant Secretary of the Navy 

(Research, Development, and Acquisition) 

(ASN[RD&A]), inappropriately requested 

and planned to use "'M'" in 

procurement funds to develop Block II 

capabilities. 

(U) This occurred because PMA-265 

officials stated the upgrades from Block I 

to Block II did not represent a significant 

increase in IRST capabilities. However, the 

planned upgrades to Block I required 

engineering efforts, plus developmental, 

operational, and live fire 

Therefore, PMA-265 officials 

testing. 

should 

have requested Research, Development, 

Test and Evaluation (RDT&E) funds. 

Visit us on the web at www.dodig.mil 

(U) As a result, PMA-265 officials would violate section 1301, title 31, 

United States Code, the Purpose Statute, causing a potential Antideficiency 

Act violation if they obligate procurement funds to develop Block II in 

May 2014. 

(U) In addition, costs for ROT &E efforts for Block I plus Block II would 

surpass the Acquisition Category I (ACAT I) funding threshold of 

W"tl"'in FY 2014 dollars when re-designating Block II development 

costs as RDT&E. However, the Under Secretary of Defense for Acquisition, 

Technology, and Logistics (USD(AT&L]) provided no acquisition oversight 

of the IRST program because PMA-265 officials did not inform the 

USD(AT&L) of the appropriate RDT&E funding total. Furthermore, 

USD(AT&L) did not have timely access to accurate, authoritative, and 

reliable information supporting acquisition oversight, accountability, and 

decision making for effective and efficient delivery of warfighter 

capabilities. Congress was also not appropriately notified of this major 

weapon system development. 

(U} What We Recommend 
~) We recommend the ASN(RD&A) reprogram the Block II 

development costs of ft")!J'f! to RDT&E funds and notify the 

USD(AT&L) that RDT&E costs for Block I and Block II exceeded the 

Acquisition Category I threshold. We also recommend the USD(AT&L) 

designate the IRST program as an ACAT I program. 

(U) Management Comments and 
Our Response 
~ The ASN(RD&A) partially addressed our recommendation to 

reprogram Block II development costs. The ASN(RD&A) stated Block II 

development is currently unfunded and all future funding will be 

requested as RDT&E. However, the ASN(RD&A) response is insufficient. 

The ASN(RDA) should specifically address the in 

procurement funds for Block H development. 

·~:\ \\ .... :\ \\ \II{ (h) ( ,, 
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(U) The ASN(RD&A) did not address the specifics of 

the recommendation to re-designate the F / A-18E/F IRST 

to an ACAT I program. The ASN(RD&A) agreed that 

acquisition programs with estimated RDT&E funding of 

more than 111")''' should be designated as ACA T I 

programs·. Iiowever, the ASN(RD&A) response is 

insufficient. Block II remains a requirement, and 

development estimates for Block I and II exceed the ACAT I 

designation. Regardless of the funding, the cost estimate 

for the Block II requirement necessitates re-designation of 

the F / A-18E/F IRST to an ACAT I program. Therefore, we 

request additional comments. 

(U) The USD(AT&L) did not provide comments to the 

draft report. 

(U) We request the ASN(RD&A) and the USD(AT&L) 

provide comments in response to this report. Please see 

the Recommendations Table on the back of this page. 

Report No. DODIG-2014-075 (Project No. 02013-DOOOCD-0107.000) I ii 

SE ERST 



SECRE'f 

{U) Recommendations Table 

( ) 
Recommendations No additional 

U Management R · · C c R · I equmng omment omments equirec 

Assistant Secretary of the Navy (Research, 

Development, and Acquisition) 

Under Secretary of Defense for Acquisition, 

Technology, and Logistics 

(U) Please provide comments by June 16, 2014. 

1.a. and 1.b. 

2 
(U) 
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INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 
4800 MARK CENTER DRIVE 

ALEXANDRIA, VIRGINIA 22350-1500 

May 16, 2014 

(U) MEMORANDUM FOR UNDER SECRETARY OF DEFENSE roR 
ACQUISIT ION, TECHNOLOGY, AND LOGISTICS 

ASSISTANT SECRETARY or THE NAVY FOR 
RESEARCH, DEVELOPMENT, AND ACQUISlTlON 

[U) SUBJECT: Navy Officials Inappropriately Managed the Infrared Search and Track Block II 
Development (Rt!port No. DODIG-2014-075) 

~) We are providing this repott fol' review and comment. This report discusses the 
need to properly manage and fund the development of the P /A-18E/F Infrared Search and 
Track Block II capability. Program officials, with approval from the t!ttiWf°'1e 
Decision Authority, inappropriately requested and planned to use $ in 
procurement funds to develop the Block II capability, potentially violating section 1301, title 31, 
United States Code, the Purpose Statute, causing a potential Antideficiency Act violation. 

(U) We considered comments on the draft report when preparing the final report. OoD 
Directive 7650.3 requires that recommendations be resolved promptly. Comments from 
the Assistant Secretary of the Navy (Research, Development, and Acquisition) only 
partially addressed the recommendations. Therefore, we request additional comments from 
the Assistant Secretary of the Navy (Research, Development, and Acquisition) on 
Recommendations 1.a and 1.b by June 16, 2014. 

(U) The Under Secretary of Defense for Acquisition, Technology, and Logistics did not 
provide comments. Please provide comments that state whether you agree or disagree with 
the finding and Recommendallon 2 by June 16, 2014. If you agree with our recommendation, 
describe what actions you have taken or plan to take to accomplish the recommendation 
and include the completion dates of your actions. If you disagree with the recommendation or 
any part of it, please give specific reasons why you disagree and propose alternative action if 
that is appropriate. 

(U) Please send a PDF file containing your comments to audai;ij@dodii:.mil. Copies of your 
comments must have the actual signature of the authorizing official for your organization. 
We cannot accept the /Signed/ symbol in place of the actual signature. Jf you arrange to 
send classified comments electronically. you must send them over the SECRET Internet Protocol 
Router Network (SIPRNET). 

(U) We aiieciate the c.sles extended to the staff. Please direct questions to me at 
(703) 604- (DSN 664· . If you desire, we will provide a formal briefing on the results. 

l 1 C']"~'-'1'\.ol/,. .J {A.bck<<Z Ll~_,J 
j jaC'¥-)eline L. Wicecarvl.!r 

Assistant Inspector General 
Acquisition, Parts, and Inventory 
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(U) Introduction 

(U) Introduction 

(U) Objective 
(U) Our objective was to evaluate the Naval Air Systems Command acquisition 

management of the F / A-18E/F Infrared Search and Track (JRST) program. Specifically, 

we determined whether Naval Air Systems Command was effectively managing and 

developing the F / A-18E/F IRST for low-rate initial production (initial production). See 

Appendix A for the scope and methodology and prior coverage related to the objective. 

(U) Background 
(U) The IRST system is an infrared sensor designed to search, detect, and track airborne 

targets. The IRST allows the pilot to track and target enemy aircraft in an environment 

not covered by radars. The warfighter will fly the F / A-18E/F aircraft with the IRST to: 

• search the sky for potential threat aircraft; 

• detect and track all aircraft within a specific range of sky; and 

• target and launch air-to-air missiles at a confirmed threat aircraft. 

(U) Figure 1 shows an operational view for the IRST. 

(U) Figure 1. TRST Operational View 

(U) 

(U) Source: PMA-265 
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(U) The IRST system has two major components, the sensor assembly and the 

fuel tank. The sensor assembly consists of an infrared receiver, a data processor, 

the sensor structure, and other components. The IRST sensing and processing 

components are integrated onto the front end of a fuel tank. Figure 2 shows the 

IRST system configuration. 

(U) Figure 2. IRST System 

(U) 

Sensor Assembly 

Fuel Tank 

(U) Source: PMA-265 

(U) IRST Oversight and Program Description 
(U) The IRST program began in November 2007 as a non-major Acquisition 

Category (ACAT) llI program to become operational in FY 2013. In July 2010, the 

IRST became a major ACAT II program because of an updated cost estimate as a 

result of fluctuation in funding levels, quantity, and schedule changes. The 

Program Manager Air for the F / A-18 (PMA-265) in the Program Executive Office, 

Tactical Aircraft at Naval Air Systems Command, Patuxent River, Maryland, manages 

the IRST program. 

(U) Interim DoD lnstruction (DoDI) 5000.02, "Operation of the Defense Acquisition 

System," November 26, 2013 1 establishes ACAT-level designation to determine the level 

of Milestone Decision Authority (MDA) review and statutory and regulatory 

requirements. The MDA for the IRST is the Principal Military Deputy, Assistant 

Secretary of the Navy (Research, Development, and Acquisition) (ASN[RD&A]). The 

ASN(RD&A) has overall responsibility for the lRST and must approve the milestones for 

the IRST to enter into the next phase of the acquisition process. Additionally, the 

ASN(RD&A) is accountable for cost, schedule, and performance reporting to higher 

authorities, including Congress. 

' (U) During the audit, the Deputy Secretary of Defense canceled DoDI 5000.02, "Operation of the Defense Acquisition 
System," December 81 2008, and replaced It with Interim DODI 5000.02, November 26, 2013. 
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(U) In FY 2010, Congress reduced IRST funding by azfl!!! PMA-265 officials stated 
the congressional funding reduction delayed the IRST development. In April 2011, 

PMA-265 officials changed the acquisition strategy to develop the IRST in two blocks to 

incrementally provide IRST capability to the warfighter over time until attaining full 

desired capability. Each block has specific performance goals, configuration, and 

management activities. Block 1 will develop and integrate the IRST system on the 

F j A-18E/F using technology from an existing infrared receiver. PMA-265 officials 

planned for the Block I IRST to become operational in FY 2016. Block II will modify the 

Block I IRST by upgrading the receiver and processor and incorporating improved 

sensor optics to achieve required performance capabilities. PMA-265 officials planned 

for the Block II IRST to become operational in FY 2018. See Figure 3 for the 

developmental differences between Block I and Block II IRST configurations. 
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(U) Introduction 

(U) Figure 3. IRST Block I and II Configurations 

Block .lDevctopment 
•Use existing infrared receiver design 
•Complete development of IRST structural design 
•Develop and incorporate IRST processor 
•Integrate F/A-18 and IRST communication link 
•Complete all software integration 

Fuel Tank 

Block II Development 
•Modify Block I infrared receiver including: 

• lmprove sensor optics 
• Increase range and field of view 

•Upgrade processor 
•Add software 

(U) Source: PMA-265 

SECRET 

Existing Infrared Receiver 

IRST Processor 
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fFQijQ~ The ASN(RD&A) approved the IRST program to begin the Engineering and 

Manufacturing Development phase of the acquisition process for Block I in July 2011. 

PMA-265 officials are planning for a Block I initial production decision in May 2014 and 

to initiate Block IJ development after Block I initial production begins. PMA-265 

officials estimated the IRST program will cost approximately erm'! over the Li fe of 

the program. PMA-265 officials planned to produce 53 Block I IRSTs and 117 Block II 

IRSTs. They planned to retrofit the 53 Block I IRST fielded systems with Block II 

capabilities using procurement funds at an estimated cost of CPI?"'' 

(U) Defense Acquisition and Financial Management Guidelines 
(U) DoD Directive 5000.01, "The Defense Acquisition System," November 20, 2007, 

along with DoDI 5000.02, provides management principles and mandatory policies and 

procedures for managing all acquisition programs. The Defense Acquisition System is 

the management process DoD uses to provide effective, affordable, and timely systems 

to the users. 

(U) DoDI 5000.02, November 26, 2013, 

categorized ACAT I programs as those 

with estimated Research, Development, 

Test and Evaluation (RDT&E) funds of 

more than W"!'!'' in 
FY 2014 dollars or procurement funds 

of more than $2.79 billion in 

FY 2014 dollars. For ACAT I programs, 

(U) DoO I 5000.02, November 26, 201 3, 

c.1legori zcd /\CAT I progr;1111s as lhuSL' 

w ith estimated Hesea r c:h, IJevelopmenl, 

T1!Sl and l~valu ;1 tion ( l{f)T8d ·:} funds 

r I $"\\\'-'lllli< (hl . 
() Jl]ll("l) ll a Jl " Pl Ill FY 2014 

dollars or procurement !111Hls oi' 111on• 

than $2.79 liillio 11 in FY 20 14 doll ars. 

the MDA is the Under Secretary of Defense for Acquisition, Technology, and Logistics 

(USD[AT&L]), the head of the DoD Component, or a USD(AT&L)-delegated Component 

acquisition executive. ACAT II programs require estimated RDT&E funds of more than 

$185 million in FY 2014 dollars or procurement funds of more than $835 million in 

FY 2014 dollars. For ACAT II programs, the MDA is the Component acquisition 

executive or the individual designated by the Component acquisition executive. 

(U) DoD Regulation 7000.14-R, "DoD Financial Management Regulation" (DoD FMR), 

"Introduction," directs statutory and regulatory financial management requirements, 

systems, and functions for all appropriated and non-appropriated, working capital, 

revolving, and trust fund activities. DoD FMR, volume 2A, chapter 1, section 010213, 

"Research, Development, Test and Evaluation (RDT&E) - Definitions and Criteria," 

paragraph B.1, "RDT&E Appropriations," states that RDT&E appropriations finance 
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(U) lnlruduct1on 

(U) RDT&E efforts performed by contractors and Government installations, including 

developmental and operational tests. DoD FMR, volume 2A, chapter 1, section 010202, 

"Full Funding of Procurement Programs," paragraph A, "General," states that 

procurement appropriations finance investment items such as a weapon or a piece of 

military equipment. DoD FMR, volume 2A, chapter 1, section 010201, ''Criteria for 

Determining Expense and Investment Costs," paragraph D.2, "Investments," states that 

procurement appropriations also finance the cost of fabricating and install ing additions 

or modifications to existing end items, with certain limited exceptions. 

(U) Review of Internal Controls 
(U) DoDI 5010.40, "Managers' Internal Control Program Procedures," May 30, 2013, 

requires DoD organizations to implement a comprehensive system of internal controls 

that provides reasonable assurance that pr ograms are operating as intended and to 

evaluate the effectiveness of the controls. We identified internal control weaknesses in 

the management of the IRST program. Specifically, PMA-265 officials, with approval 

from the ASN(RD&A), inappropriately requested procurement funding to finance the 

development of the Block JI capabilities. We will provide a copy of the final report to 

the senior official responsible for internal controls in the Department of the Navy. 
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(U)Fmding 

(U)Finding 

(U) Program Officials Requested Inappropriate Funding 
for Block II Development 
(F9W9~ PMA-265 officials did not effectively manage and develop the IRST program 

while preparing for initial production. Specifically, PMA-265 officials, with approval 

from the ASN(RD&A), inappropriately requested and planned to use procurement funds 

to develop Block II capabilities starting in May 2014. This occurred because 

PMA-265 officials stated the upgrades from Block I to Block II did not represent a 

significant increase in IRST capabilities. However, the planned upgrades to Block I 

required engineering efforts, plus developmental, operational, and live fire testing at an 

estimated additional cost of Therefore, PMA-265 officials should 

have requested RDT&E funds. As a result, PMA-265 officials would violate section 1301, 

title 31, United States Code (31 U.S.C. § 1301), the Purpose Statute, causing a potential 

Anti deficiency Act violation if they obligate procurement funds to develop Block II in 

May 2014. In addition, costs for RDT&E efforts for Block r plus Block II would surpass 

the ACAT I funding threshold of ftl1Ml'• 2 in FY 2014 dollars when re-designating 

Block ll development costs as RDT&E. However, USD(AT&L) provided no acquisition 

oversight of the IRST program because PMA-265 officials did not inform the USD(AT&L) 

of the appropriate RDT&E funding total. Furthermore, USD(AT&L) did not have timely 

access to accurate, authoritative, and reliable information supporting acquisition 

oversight, accountability, and decision making for effective and efficient delivery of 

warfighter capabilities. Congress was also not appropriately notified of this major 

weapon system development. 

2 ~} The prior DoDI 5000.02., December 8, 2008, categorized ACAT I programs as those with estimated RDT&E funds of 

more than $365 million In FY 2000 dollars. The total ROT&E efforts for Block I plus Block II also surpassed that threshold with 

M1i£i!!Z: In FY 2000 dollars. 
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(U) Program Officials Requested Procurement Funds 
For Block II Development and Testing 
(PEH:J8) PMA-265 officials, with approval from the ASN(RD&A), inappropriately 

requested and planned to use procurement funds to develop Block II capabilities 

between FY 2014 and FY 2018. However, PMA-265 officials planned upgrades to the 

Block I infrared receiver that required engineering efforts, plus developmental, 

operational, and live fire testing to meet the Block II capability requirements. DoD FMR, 

volume 2A, chapter 1, section 010213, "Research, Development, Test and Evaluation 

(RDT&E) - Definitions and Criteria," paragraph C.7, "Product Improvement,'' states that 

product improvements of major end items or major components of major end items 

that require engineering design, integration, test, or evaluation effort should be 

procured with RDT&E funds. Furthermore, 31U.S.C.§1301, the Purpose Statute, states 

appropriations must be applied only for the purpose the appropriations were intended 

except as otherwise provided by Jaw. 

·~ ' \\ Y ' '' \rn (l>J('l ff'8~8~ In September 2011, PMA-265 officials requested in procurement 

funds for development costs to attain Block II capabilities in the program objective 

memorandum for FY 2014. PMA-265 officials stated that in February 2012 they 

received full funding for Block 11. PMA-265 officials will not begin Block II or obligate 

the money until May 2014. The table provides a summary of the cost estimates, work 

required, and funds requested for each block from the September 2011 program 

objective memorandum for FY 2014. 

(;'*fl~f;J Table. Block land I/ Development Cost Estimates and Funds Requested 

Funds Requested 

Work Required by PMA-265 

Block I 

Block II 

$1111* Develop, integrate, and test IRST components to 

meet Block I capability requirements 

~ Upgrade Block I infrared receiver that will 

require engineering efforts, plus developmental, 

operational, and live fire testing to meet Block II 

capability requirements 

(U) Source: PMA-265 

Officials 

RDT&E 

Procurement 

{~) 

~ *After September 2011, Block I RDT&E funding increased from 

account for schedule acceleration, risk reduction, and additional contracting. 

~ \ \ \ \ '\ \\ \I I~ (lq I •I to 
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(U)Finding 

(P8'18~ PMA-265 officials planned upgrades to .the Block I infrared receiver that 

required engineering efforts, plus developmental, operational, and live fire testing to 

meet the Block II capability requirements. Therefore, they should have requested 
·~'I\\ ''I\ \ II( 11>1 I·) in RDT&E funds for the upgrades of the IRST from Block I to Block II as 

required by the DoD FMR volume 2A, chapter l, section 010217, paragraph C.7 

and 31 U.S.C. § 1301. 

(U) Block II Capability Increase 
ff6tJ6) PMA-265 officials stated the upgrades from Block I to Block II did not represent 

a significant increase in the IRST capabilities. The lRST scans a specific range of 

airspace to detect and track potential threat aircraft. Block 11 will significantly increase 

the Block I capability, allowing the pilot to detect and track threat aircraft in a larger 

area and launch missiles at a confirmed threat aircraft sooner. The Block II will increase 

the IRST airspace scanning capability by overl•;:r:r according to our calculations 

using PMA-265 officials' data. 
I 

\:\\l,\\\l li ~h)( l) \t", 1 1~.) 
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[U) Figure 4. IRST Airspace Scanning Capability Comparison 
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~) PMA-265 officials determined 

procurement funds were appropriate 

because they considered the Block I 

infrared receiver a non-developmental 

item (ND!). However, they planned to 

furthe r develop the Block I infrared 

receiver through engineering efforts from 

FY 2014 to FY 2018 to achieve Block II 

capability requirements. PMA-265 

officials stated that because engineering 

(U)Flnding 

1;·c;;c) PM/\-2(i5 offi r i;ils d l'lC" n ni ned 

procurl 1 111 cnl funds we re appropriate 

lwc;1uSL' lhL·y conside red the 131ork I 

infr;1recl rece ive r ;1 11011-dcvclopllH:' ll lal 

item (NDI ). llowt' Vt' r , they pl ;11 111ed to 

fur ther deve lop the Block I i11!1';1rC" d 

receiver through e11gi1wering efful"l s 

from FY 201 4 to FY 2018 tn achil'Vl' 

Block II r~p :1bil i ty rcquire111 l• 11Ls. 

for Block II was associated with a modification to enhance capability, it was acceptable 

to use procurement funds. However, the DoD FMR states that a modification does not 

automatically warrant the use of procurement funds. DoD FMR, volume 2A, chapter 11 

section 010209, states that NDls are items purchased directly from a commercial source 

w ithout alteration or modification and that procurement funds may be used. If the ND( 

requires design and development, or operational or live fire testing, then the entire 

effort is not an NOi, and funding for that effort should be budgeted in ROT &E funds. 

f P6M6' PMA-265 officials estimated for engineering to modify 

the Block I infrared receiver, replace the data processor, assemble all IRST 

sensor components, and verify the IRST meets all technical requirements before 

testing. PMA-265 officials estimated C"'T" for Block II Government or 

contractor testing to: 

• verify that the Block II met all performance requirements, 

• determine the effectiveness and suitability of the Block II in realistic 

conditions, and 

• determine the Block II survivability and lethality. 

(F8ij8) PMA-265 officials estimated Block II would increase IRST development costs 

by according to the program objective memorandum for FY 2014. 

(U) The planned Block II development exceeds the definition of an NDI as defined in 

the DoD FMR and represents a significant increase in the IRST operational capabilities. 

DoD FMR, volume 2A, chapter 1, section 010213, paragraph C.7, also states 

that technology changes that significantly enhance the performance capability, 
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(U) including related development and test and evaluation .efforts, should be financed 

in RDT&E funds. 

~) Therefore, PMA-265 officials would misuse if they continue to 

develop Block II in May 2014 with procurement funds. Procurement funds are not 

appropriate for development of the IRST Block II capabilities. According to 

31 U.S.C. § 1301, appropriations must be applied only for the purpose the 

appropriations were intended except as otherwise provided by law. ASN(RD&A) should 

reprogram the development costs of to RDT &E funds before 

PMA-265 officials execute the Block II development to avoid violating 31 U.S.C. § 1301, 

the Purpose Statute, causing a potential Antideficiency Act violation. 

(U) Program Should be Designated an 
Acquisition Category I 
ff9ij9~ Costs for RDT&E efforts for Block I 

plus Block II would surpass the ACAT I 

funding threshold of CM'"!'! in 

FY 2014 dollars when re-designating 

Block II development costs as RDT&E. 

However, PMA-265 officials, through 

ASN (RD&A), did not inform the 

(:·c::..:c j IWT&E funds for Ulock I and II 

would have lol<1l ed <1 bout $1~:
1 ' '

11
'

11
1( 

1
"

1 

in 1;y 201"1 dulla rs ir PMA-265 offici;ils 

lwd appropriately requested the 

$" 111
"

111
"

11
'
11

'
1 

i\S RDT&E runds ill 

Se ptember 20 11. 

USD(AT&L) of the appropriate RDT&E funding total as required by DoDI 5000.02. 

ROT&E funds for Block I and II would have totaled about ft'"'!!! 
in FY 2014 dollars if PMA-265 officials had appropriately requested the 

as RDT&E funds in September 2011. The ASN(RD&A) did not 

inform the USD (AT&L) of the need to re-designate the IRST as an ACAT I program 

when the February 2012 President's Budget Submission for FY 2013 provided full 

funding approval. DoDI 5000.02 states the DoD Component must notify the 

USD(AT&L) when an increase in program cost or a change in acquisition strategy 

results in reclassifying a lower ACAT program to an ACAT I program. The DoD 

Component must report ACAT-Jevel changes as soon as it anticipates the program is 

within 10 percent of the next ACAT level. Once the USD(AT&L) designates a program 

as an ACAT l, the DoD Component must reclassify and manage the program accordingly. 
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(U)Finding 

(U) PMA-265 officials were not required to follow the Defense Acquisition Executive 

Summary process to identify and address potential and actual program concerns to the 

USD(AT&L) because the IRST program was managed as an ACAT II. If PMA-265 officials 

properly managed the IRST as an ACAT I program, PMA-265 officials would be required 

to communicate program concerns with the USD(AT&L). (n addition, the USD(AT&L) 

would submit quarterly and annual selected acquisition reports to Congress. A selected 

acquisition report provides Congress with the status of total program cost, schedule, 

and performance, as well as a full life-cycle cost analysis. Without this acquisition 

visibility, the USD(AT&L) did not have timely access to accurate, authoritative, and 

reliable information supporting acquisition oversight, accountability, and decision 

making for effective and efficient delivery of warfighter capabilities. Additionally, 

Congress was not appropriately notified of this major weapon system development. 

The ASN(RD&A) should notify the USD(AT&L) that RDT&E costs for the IRST 

Block I and II will exceed the ACAT I threshold, and request that USD(AT&L) re· 

designate the F/A-18E/F JRST program to an ACAT l program. The USD(AT&L) should 

then designate the F / A-18E/F IRST program as an ACAT I program. 

(U) Conclusion 
~) PMA-265 officials did not effectively manage and develop the IRST program 

while preparing for the May 2014 initial production decision. PMA-265 officials are at 

risk of violating 31U.S.C.§1301, the Purpose Statute, causing a potential Antideficiency 

Act violation if they use in procurement funds to develop 

Block II capabilities that significantly increase IRST scanning performance and take 

4 years to develop. PMA-265 officials managed the IRST as ACAT II when they should 

have managed the program as an ACAT I with total RDT&E funds of C'"f'"!P in 
FY 2014 dollars. Unless the USD(AT&L) re-designates the IRST program as an ACAT I, 

the IRST program may not receive appropriate oversight from the USD(AT&L), and 

Congress may not be notified of its development. 
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(U)Fmding 

(U) Recommendations, Management Comments, and 
Our Response 

(U) Recommendation 1 

(U) We recommend the Assistant Secretary of the Navy (Research, Development, 

and Acquisition): 

a. (F8H8~ Reprogram the Block II development costs of '\'\ \\ \ \: \\ \II~ 11'1 l ) 

to Research, Development, Test and Evaluation funds before program 

officials execute the Block II development to avoid violating 

section 1301, title 31, United States Code, the Purpose Statute, causing 

a potential Antideficiency Act violation. 

(U) Assistant Secretary of the Navy (Research, Deve/opmen~ and 

Acquisition) Comments 
EFQijQ3 The ASN(RD&A) stated Block II is unfunded for FY 2014 and FY 2015 due to 

congressional and Navy budget adjustments, and all future Block II development will be 

requested and funded as RDT&E. 

[U) Our Response 
EF9ij93 Comments from the ASN(RD&A) partially addressed the recommendation. 

However, the ASN(RD&A) should specifically address the for Block II 

development. Block IJ remains a program requirement regardless of the stated current 

funding status. Block II requires development prior to production. The 2014 Program 

Objective Memorandum cost estimate calculated Block II development costs to be 
·~ \ \ \ \ ,, \ \ \111 (hi! ~1 but proposed the use of procurement funding. 

(U) The ASN(RD&A) must provide documentation that supports that Block II 

development is not funded for FY 2014 and FY 2015. Additionally, the ASN(RD&A) 

must provide documentation that any future Block If development will use RDT&E 

funding. ASN(RD&A) must also provide documentation that addresses estimated 

Block II funding for FY 2016-FY 2018. Therefore, we request ASN(RD&A) provide 

additional comments. 

b. (U) Notify the Under Secretary of Defense for Acquisition, Technology, 

and Logistics that the Research, Development, Test and Evaluation 

costs for Block I and II will exceed the Acquisktion Category I threshold 
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(U)Finding 

(U) and request that the Under Secretary of Defense for Acquisition, 

Technology, and Logistics re-designate the F / A-18E/F Infrared Search 

and Track to an Acquisition Category I program. 

(U) Assistant Secretary of the Navy (Research, Development, and 

Acquisition) Comments 
(F9H9) The ASN(RD&A) agreed that acquisition programs with estimated RDT&E 

funding of more than C")!!f' should be designated as an ACAT 1 program. The 

ASN(RD&A) further stated any future RDT&E funding for the Block II development will 

be reported by the program office and assessed by the ASN(RD&A) to determine if the 

!RST program should be designated as an ACAT I program in accordance with Interim 

DoDI 5000.02. 

(U) Our Response 
ff9H9~ Comments from the ASN(RD&A) did not address the specifics of the 

recommendation. The F/A-18E/FIRST Block II remains a requirement, and estimates 

show the development will cost RDT&E funds for Block I and II total 

about tf'''!J"" in FY 2014 dollars, which exceeds the ACAT I designation as defined 

by Interim DoDI 5000.02. ACAT-level changes should be reported as soon as the DoD 

Component anticipates that the program is within a••• of the next ACAT level. 

Regardless of the funding, the estimate for the Block II requirement necessitates 

re-designation of the F/A-18E/F IRST to an ACAT I program. Therefore, we request 

ASN(RD&A) provide additional comments. 

(U) Recommendation 2 
(U) We recommend the Under Secretary of Defense for Acquisition, Technology, 

and Logistics designate the F/A-18E/F Infrared Search and Track as an 

Acquisition Category I program. 

(U) Management Comments Required 
(U) The USD(AT&L) did not provide comments to the draft report. We request the 
USD(AT&L) provide comments on the final report. 
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{U)Finding 

(U) Management Comments on the IRST Program, 
Internal Controls, the Report Title, and Our Response 

(U} Executive Summary 

(U) Assistant Secretary of the Navy (Research, Development, and 

Acquisition) Comments 
(F81=J8' The ASN(RD&A) provided an executive summary and stated Block II development 

was initially viewed as a Commercial Off-the-Shelf/Non-Developmental Item, which 

would not require RDT&E funding. The ASN(RD&A) stated the current fiscal environment 

has changed the Block II development timeline and will allow the program office to use 

RDT&E funds for the Block II development in the future. The ASN(RD&A) noted Block II has 

not been appropriated any procurement funds and no funding was requested in 

FY 2015. The ASN(RD&A) further stated any future RDT&E funding for the Block II 

development will be reported by the program office and assessed by the ASN(RD&A) 

to determine if the IRST program should be designated as an ACAT I program in 

accordance with Interim DoDI 5000.02. 

(U) Internal Controls 

(U) Assistant Secretary of the Navy {Research, Development, and 

Acquisition) Comments 
(U) The ASN(RD&A) noted their response to Recommendations 1.a and 1.b. and stated 

they will request RDT&E funds for any future Block II development. 

(U) Report Title 

(U) Assistant Secretary of the Navy (Research, Development, and 

Acquisition) Comments 
(U) The ASN(RD&A) suggested we change the title of the report to "The Department of 

the Navy Improperly Requested Aircraft Procurement, Navy Funds for the Infrared 

Search and Track Block II Development." 

{U) Our Response 
(U) The proposed title does not capture that the ASN(RD&A) did not inform the 

USD(AT&L) of the need to re-designate the IRST as an ACAT I program when the 
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(U)Pinding 

{U) Our Response 

(U) The proposed title does not capture that the ASN(RD&A) did not inform the 

USD(AT&L) of the need to re-designate the IRST as an ACAT I program when the 

February 2012 President's Budget Submission for FY 2013 provided full fu nding 

approval. We not only reported on the potential misuse of funds, but management's 

actions after inappropriately requesting procurement funds to develop Block II. 

Therefore, we did not change the title of the report. 
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(IJ) Appendix A 

(U) Appendix A 

(U) Scope and Methodology 
(U) We conducted this performance audit from February 2013 through March 2014 in 

accordance with generally accepted government auditing standards. Those standards 

require that we plan and perform the audit to obtain sufficient, appropriate evidence to 

provide a reasonable basis for our findings and conclusions based on our audit 

objectives. We believe that the evidence obtained provides a reasonable basis for our 

findings and conclusions based on our audit objectives. 

(U) We conducted a site visit to PMA-265 from May 7 through May 9, 2013, and to the 

Office of the Chief of Naval Operations on May 10, 2013. We interviewed officials from 

the following offices responsible for developing, managing, and overseeing the .IRST 

program: Naval Air Systems Command PMA-265; Deputy Assistant Secretary of 

Defense for Developmental Test and Evaluation; Office of the Secretary of Defense, 

Director, Operational Test and Evaluation; Commander Operational Test and Evaluation 

Force; Chief of Naval Operations, Air Warfare Division; and the Office of the Under 

Secretary of Defense for Acquisition, Technology, and Logistics. 

(U) We reviewed documents dated between December 2008 and May 2013 that 

PMA-265 officials used to plan, develop, and prepare the IRST for the initial production 

decision. Specifically, we reviewed: 

• (U) F / A-18E/F Infrared Search and Track, Block I, Milestone B, Acquisition 

Strategy, April 2011; 

• (U) Acquisition Decision Memorandum in Support of Infrared Search and Track 

Milestone B Engineering and Manufacturing Development Phase Entry, 

July 12, 2011; 

• (U) Acquisition Program Baseline, F / A-18E/F Infrared Search and Track, 

June 16, 2011; 

• (U) FY 2007-FY 2014 Department of the Navy, Aircraft Procurement Budget 

Estimates Submission; 
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(U) Appendix A 

• (U) FY 2007-FY 2014 Department of the Navy Research, Development, Test 

and Evaluation Budget Estimates Submission; 

• (U) F / A-18E/F Infrared Search and Track Program Report, May 2013 Quarterly 

Dashboard Updates; 

• (U) Infrared Search and Track Program Life Cycle Cost Estimate, May 24, 2011; 

• (U) F / A-18E/F Infrared Search and Track, Gate 6 Briefing, October 2012; 

• (U) Program Objective Memorandum 14 IRST Block II Rough Order of 

Magnitude Cost Estimate, September 22, 2011; 

• (U) F / A-18 E/F Infrared Search and Track Milestone 8 Brief, June 17, 2011; 

• (U) Capability Development Document for F /A-18 Infrared Search and Track, 

Increment I, December 10, 2008; and 

• (U) Capability Development Document for F / A-18 Infrared Search and Track, 

Increment I, Change I, April 13, 2011. 

(U) Use of Computer-Processed Data 
(U) We did not use computer-processed data to perform this audit. 

(U) Use of Technical Assistance 
(U) We requested assistance from the Office of the Deputy Inspector General for 

Auditing, Quantitative Methods Division. '\\ \ ' \\ \II{ !b) I 'I 

Also, an Executive Assistant for 

the Office of Deputy Inspector General for Policy and Oversight accompanied the audit 

team to a site visit to PMA-265 at Naval Air Systems Command, Patuxent River, 

Maryland, and Chief Naval of Operations, Arlington, Virginia. 

{U) Prior Coverage 
(U) No prior coverage has been conducted on the IRST during the last 5 years. 
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(U) Appendix B 

(U) Block II Capability Increase 
(F'8~8) 

'\ \\ \ \.: \\ \II~ d1f (I l '" I 1\d 

·~ 

·~ 

• 

\ \ \ \ \ \ \ \ I I{ ( I i) (I) '-. , I I( L~ 

' 

\ \ \ \ '\ \\ \ 11\ ~ h) t I ) '" I It I J 

(U) Appendix B 
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(U) Appendix C 

(U) Appendix C 

(U) Derivative Source 
'\\\\'..;\\\II{ {h ) (I) S 1 I /(<) 
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(ll) Management Comments 

(U) Management Comments 

(U) Assistant Secretary of the 
Development, and Acquisition) 

Navy (Research, 

(U) 

fl IC A:5191S'TANT 8 1C:: "ll!T .... "Y ()!"'THI!: Nl\VV 
.1~1:£,.~A'14,.!•• tt-\/f 1.0 1•Mt \I"' f'\:,.. t'COUIJ'l • 1c_1·1\ 

m 2: Wl~ 

MEMOltAN I )lJ :vi I'< )I( INSl'!:C I Ol<. UENER/\L DEP /\RTMENT or DEl'I!NSE 

SUBJECT: R.c~ponsc lO lnllpc~lur Ucn~ml D.:purtmcnt 1.>fl).:l'cnKc Dmll RcrM •Nnvy 
Oflici11l11 lrmpprupric1lely Munug.;d the lnlf<ire(l l)earch aml Tnu:k lllocJ.. II 
Development" (Report No. D20 I J-DOIJOCD-0 I 07.000 Doted Mal'ch 19. 
2014) 

Attached is our rc~pomc lo rc.:ommcniht1io11~ und inter.ml conlr(1l11 comments 
contnincd i11 lhc subject report 

We npp~cinte the opportunity to res11011d to the dral'I re1ior1. 

ll'you h11vc uny qucM1h111s uhuut the rcspunsc, please cuntacl , 
Ollicc ol'thc Ocpuly Ani~lunt Sccn:t~ry of the Navy for Air Pro1uams. Actilln Ortlc~'l', 
c0 m11il or ph:mc _ 

~ 
Seim .I. Sluckky 

Mn~hm<im1: 
Auutcd 

cc: 
NAVINSOl'.:--1 

(U) 
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(U) Management Comments 

(U) Assistant Secretary of the Navy 
Development, and Acquisition (cont'd) 

(Research, 

(F'OUO~ 

RESl'ONSI~ 'I'() DODlG l.lltt\!l'l' lllWOll'I' l'fK>Jltf'l' NO. 1>20B-l>UllllCl>-OI07.llOU. 
•'Ni\ V'' Olo'Fl<.:l ,\L~ lfliAPl'UOPIUATl:.J, V l\IANAUEI> THE 1:--:PICAlUm ~t::Alt<.:11 

ANL> Tlli\C:K IU.Ol'I\ II rmn:uw.\I E:'l1'", 

OATtm l? MAltCI I lll 14 

RESl'ONSJo: '1'0 Hl·~U>Mi'rl.!':hl)-''IJ.()!l;S AND lt\'l'lmNAf. CO:\T!Wl.S Cm<lf\:rn;l{TS: 

it·//~ ~xctulln Summur)'! L>urin~ th.: h1hl:il fon11ula11on (')I' the 111<111rm11. \ht 

pcrform.111ce imp1\wl!111cn1' .:11vbirn11.:1l l°:>r nl1)~< II wc1c d1:w~(.( .1H inh,~1cn 1 in the Conmwrdnl 

Ofl~thc·:-ilicWNoil·D.:,c lop1uc1llul l\\:1 11 :cOTS1NDll1:m1111,111~11I> witl11111t Ilic 11cc.J I'm 

uddhi111111I clcl'i!lnpm:m uclivli)• llur win Id h:' va r,•quh·~1I Rl>T&E f\111dir.j!. 'l\10 c111'1'011t focul 

~ll\imn111e111 h11i. 11e~~'~i1:11c1! :1 d11111t!~ in IRST Ol111.:k H dcvclop111c·11 1i111cli11.,. which lrn~ 

provid1•tl the pro11rnm 11tllcc trn nppom1111iy lo cuord ilw . .: rullll'C fuudir,tt w1:111hc 1•cscu1·~~ 

>1wn111r, lllock II 1l.,w l1111m1:111 will h: rruv1<!~1l 11> l\l.>'1 \~J~ f1111d111~. l\'l111:h 11lii;11' w ith the 

D(')i.)J(j 1·c~u111m~11d11 l i11111 l. :1.i. It >llL'lll.I h1: 1101cd 11i;1t 11u 111rn:1111:1rn:nl l'nn1linr, ti 1r lllc~:k II l11i. 

been 11J1propl'iut.:J to cfat.: nnd ~n f11ml111~ 1•0tL~ m1uc~1c11 for l'Y I ~. With l'cspect lo a11y l'l11111•: 

l'umfl11111Ur lhc dL•wlo11111c111 ur ll~ST Bl.1ck II. tile pmermn oflice will rcpun the RDT&E 

fu11dl11f,! level~ t'11r 111: IRS'l"111\1~1111n m MiN (Rl)<'!:.' ) 111 rn\lcr to 111,i;as~ wli.1t ier IRS'I' :;hm11d he 

Ji.:, i1111111.:!J an AC:/\T I pm11r11111 i11 ac.rn«l111~c with I llcl'illl D11D ~o:m.m. 1\SN(RD&Al 

11 ppl'cd111l:~ 1111: dfull of I.le I l11t)J(.i atlll ll 1lall 11mt 111111·1d~1 lh~ lull•>Wll>)\ ~•1111111~111' 111 ivsp111m: 

to rhi! Jr:11'. Npor1 1-..:~u1111-.1~11d:11 l1111•. 

!lJl mm !G !U:COM~!EN!M'J'lON; 

I, CUJ lloDH> r~rn111111c11decl 1he A~~lsrunt Sc~1·t1111·y of llll' N111•y tlh~lll'Ur~h, Dewlop111l'11t, 

11nd Ac11ul~il11111) (,\Sl'i41lD&i\I ): 

I n. ~J Jle11ro11rnm llw lllni·k II i1~"ch111111N1I wMN ul'~-lo 
((\\Wllrflr, 0,1wlnp1llWI. 'l'~M. lllltl ~'.\'ltluullun l\111ds hd'ure proJ1n1m llrlkhds 

~x~~uk lh~ Ul1.1cl4 ll d,•vd<•Jllll~lll I~ nvnld ~·lnl11tl111,: ~c<llon l:l0l, 1lllu :ii, Uulled 

::ilnlcs Codi!. th11 Pur111>~e St11h1te. ,.,,u~lnl! 11 1mt~utlul Antldeliclmcy Act "iululhm. 

ltes1mns~ I 11.: 

l\ 111;111~11.c : 11 
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(U) Management Comments 

(U) Assistant Secretary of the Navy 
Development, and Acquisition (cont'd) 

(Research, 

tFOUO~ 

(l JI/~) l>ur in \ar1,1t1• Coo~1 c>~loll.il mu.I i111cru:d buJ1_tN uiljusl111~n :.~. 13h,~k II i~ 

L'nm•nll)• unl'un~lcd in FYI~ nnd FYI~. i\ll li111dln)l fm J'11LL111! Bk1.:~ II 1lc\•dnp111c·11 

work l\'ll l he rc1111cs1~d us RDT&I~. 

I. rll I l)ol>IG l'l:COllll\lclllltd lhc AN•l,,l11nl Scc1•d11ry uf' the NUV)' ( ltcscarch, l>c\0clo11m1;111, 

111111 Ac11mNill11nl tASN(IUl&AJJ: 

1 h. ( ll 1 Nut II)• th~ U111ll'1' S~tl'<'hWY of' r>ef'~m;;,· l<w ,\ tq11Mtlo11, 'l'cl'l11111lo11)'. and 

l.o)tl.\tkN thut lht- Hl·~nrch, D1·1·~lo11111c111 1 '1\.,~t,11111! l•:rnl1111Uu111·•JNI~ for 1110~!1 I 

1101111 Wiii ~~l:'~~(I 111~ l\L'l[lllSlllnn Ull~folOI')' I llll'l'Kholcl llllll l'~lllll'.11 thul th~ Under 

Sc10rc111r)' 1ll'Drfc11~~ )'or Al'<llll~ltl1111, T1~l'hnvl11~y.1111d 1,og~llcs .. ~ .. ll1•Hlg110111 Orn 

1•/A-lllVJ I•' l"l'rJm•1l S.·111·1•n J1111l '1'1·JU'k (lU,'!j'I') In 1m Arr111l.\llltin C11h•g11ry r 

ltCNllUIUC I b.: 

(U/""""""') ASN(lilJ&A) "!!"'"' 11111 uc<1 ui~hl111111r11i:trw~1~ wlt l1 c~.ilrnucJ RD'T&I! 

funo~ ~l f 111111~ tlmn S<INCJM 111 tiY l•I cnn~1un1 ~nllars >houkl hC('<llCiOl'i~~d 11' ACAT I 

pro11n1111 ~. w 1111 respect to u11y fu1111·c ru11dl11~ fol' 1hc ckvdop111cm or IRST Block I I, lh~ 

pn•!,\n1111 nfl'ic.1 will ·1:pm1 1h~ l~l>T&l1 fnnrlin!J lc"cl< i"m 1he lR.'IT P'"l.ln1m hi A!li'.' 

cRJ)&Al in rn1~~r 10 ns;i· ,~ wlo•llwr lllST ~hm1lil h : 111:\ipnlt:il 1111 Af';\T I r1111rn1111 in 

i1cc(111l1111c~ wi1 1 ln1c1•1111 D<lD ~mm.m. 

2 (ll1l>olll(j1·ccrunmc111lccl the IJSJ> A'l'&I. deHIJ!llllhi the l"/A•lKJ.-:11" 11<11'1' n~ nn 1\L'i\'l' I 

111·011,nuu. 

lks11111i~c 2: 

E11cl~11r1: I I i 

(FOUO) 
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(U) Management Comments 

(U} Assistant Secretary of the Navy 
Development, and Acquisition (cont'd) 

(Research, 

~FOUO) 

Ooll IG llc\·le\I' uf lnlur11nl ()111tml~: 

( U) UnUIG ldunllll~d 11111.'mal l'Ontrul 11·,·11lmv11S~8 In lhu m11111111cnwlll orlhc JRST 

1m1111·11111. ~p1:dnc11lly, l'MA·2<1S nlncluk with 11ppr0Yul from ASNCRD&AJ, 

111UiltJl'()j)l'llllcl1" l'C'llllt'Hltd lll'l' l"l'\'1111'111 r11ndin11 In lh1111ir~ the rl1•~1•lo11nwnl nf I tw lllr11•k If 

l"111111hllltlcN. D11IJIC 11° 111 p1~11·lde 11 •OI))' ol' lin11l 1~purl to lhe senior on1dul nspumlhlc for 

ln1~rn111 cunlrnls In 1111' lh.•11nr111wnl ol' 1h1: N111·y. 

Rc11Jo11s~ tu l>ol>IG ~·1mment on hH~1·n11 l C:murol': 

t lJ/~ ,\, I H'l~d i11 1hc l'~•l'Ol'IC 111 rCCl1111lll~lllfolhm~ l.U. llill.11.h., [{!ff&(! illlldin)! Will 

he l\'.llUC~icd for ;J ll)' r11111 r~ Bk•~k II 1lcn: lo11111c111. 

Tiiie• nf Antlil ll1•11nrl: AS'll (R[),\•A) n·1~1 111111i.•11,1, l hll1lh1~1i1I<! uflh~ r~1M1 l 1':1c111ull)' l'<! lk .:I 

the spcl'ilic Dcpur1111c11111f ll1c N11v y 11~1i11n 11tu 1111~ DuOIO h11~ i'c:uncl In he i::n·o11c111K ASN 

H<D<'ili\J 1l\c1durc 11.•c1uc~1~ Lh:u 111~ D.1()10 rn·hc d1~ 11ik 1.1· 111c li'IM>l'I 1111'-'ilcl: 

'Thi} D'p1111111~111ril'1hc ;o\uvy lmpnlp~rly ltcq111~s1~1l Alrc;·uf1 Pm~Ul'ClllC .ll . N.ivy ruutl> 

rurtlic h1rmr~d Sc~1r{·h 111111 Trn~k J\lork II l">ev.:tu1>111c111," 

E11dn~u1-e ( I I 

(fOUO) 
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(U) Acronyms and Abbreviations 

(U) Acronyms and Abbreviations 

ACAT Acquisition Category 

ASN(RD&A) Assistant Secretary of the Navy (Research, Development, and Acquisition) 

DoD FMR DoD Financial Management Regulation 

DoDI DoD Instruction 

IRST Infrared Search and Track 

MDA Milestone Decision Authority 

NOi Non-Developmental Item 

PMA Program Manager Air 

RDT&E Research, Development, Test and Evaluation 

USD(AT&L) Under Secretary of Defense for Acquisition, Technology, and Logistics 
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Whistleblower Protection 
U.S. DEPARTMENT OF DEFENSE 

The Whistleblower Protection Enhancement Act of 2012 requires 

the Inspector General to designate a Whist/eblower Protection 

Ombudsman to educate agency employees about prohibitions 

on retaliation, a11d rights and remedies against retaliation for 
protected disclosures. The designated ombudsman is the DoD Hotline 

Director: For more information on your rights and remedies against 

reta/latlon, visit www.dodlg.mil/programs/whistleblowe1: 

For more information about DoD JG 
reports or activities, please contact us: 

Congressional Liaison 
congressional@dodig.mil; 703.604.8324 

Media Contact 
publlc.affairs@dodig.mil;703.604.8324 

Monthly Update 
dodigconnect-request@listserve.com 

Reports Mailing List 
dodig_report@listserve.com 

Twitter 
twitter.com/DoD _IG 

OoD Hotline 
dod lg.m 11/hotl ine 
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