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Welcome to the October Issue of the Navy IPO Newsletter!   

We’ve been implementing some exciting changes since our last Newsletter.  In this issue we’ve highlighted some of these changes such as the Campaign Plan, a strategy to help Department of the Navy (DoN) leadership promote international participation in acquisition programs.  Learn more about it in the article on page two.

IPO is moving full-speed ahead with DSCA’s new Performance Based Costing.  Our priorities remain the same: Country, Navy, Program – in that order!

We’ve included a feature on Foreign Comparative Testing.  For those of you not directly involved in this program, this article provides a brief comprehensive overview.

One of our ongoing initiatives is to improve customer satisfaction.  We’ve developed a list of Export License Recommendations that will assist industry in preparing licenses and the Navy in reviewing licenses. 

The latest Navy-Industry International Dialogue was held on June 6, 2001.  The speakers’ slides, including Mr. Suchan’s remarks, can be viewed on the IPO website at https://www.nipo.navy.mil.

I would like to take this opportunity to say farewell to Stan Hicks, director of IPO-01 Technology Security and Cooperative Programs.  Also, we say farewell to Captain Thomas Keithly, director of IPO-02 Security Assistance and welcome his relief Captain Elliott Powell.  Read more about comings and goings in Hails and Farewells. 

Check out what’s happening around the world in our In CinC section. We have updates from all four regions.
 


CAMPAIGN PLAN

Rear Admiral Newsome has introduced and implemented a new concept here at Navy IPO that will provide strategies to help Department of the Navy (DoN) Leadership promote international participation in acquisition programs and directly contribute to U.S. and Coalition warfighting capabilities. Campaign Plan, as it is called, is basically a summary of a specific system or program that will assist the program managers in developing international goals and business plans.  The campaign plan also encourages the use of FMS or Hybrid (FMS/DCS) cases. RADM Newsome’s vision is to initially offer selected new DoN systems and services by the various SYSCOMs. 

Each Campaign Plan includes general background information on the following:

· System Description that is further explained by the specific system’s current and future status, international competition, and potential U.S. vendors.

· Potential Partners and Customers including the potential for cooperation.

· Problems, Issues and Challenges such as releasability/disclosure or funding that may potentially affect a sale.

· Recommended IPO/PMA Action, which is further broken down into near, mid and long-term actions.

What are the initial systems considered?

· NAVAIR: P-3/MMA, F/A-18E/F Hornet, V-22 Osprey, AH-1Z

· NAVSEA: Standard Missile 2 (SM-2), Rolling Airframe Missile (RAM), Evolved SEASPARROW Missile (ESSM), AEGIS Combat system

· MARCOR: Advanced Amphibious Assault Vehicle (AAAV), MK 46 Weapon Station (30/40mm automatic gun)

· SPAWAR: Data Links: Link-16, JTIDS, MIDS; GCCS, RF Communications Equipment, C4I Planning and Tactical Tools.

· USCG: Deepwater

For more information on the Campaign Plan and its breakdown, visit the IPO website at https://www.nipo.navy.mil and click on the link to the June 6, 2001 NIID slides (Slides 11-18).

RADM Newsome plans to not only personally promote these Campaign Plans, but to also arm other senior DoN flag level personnel to do the same. Additionally, he plans to share the Campaign Plans with the CINCs and in country Security Assistance Officers (SAOs) for inclusion in the Country Annexes of the respective CINC Theatre Engagement Plans (TEPs).
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THE EXPORT OF U.S. PLATFORMS, SYSTEMS AND EQUIPMENTS

Applying Our Experience to Partnering with Industry in Support of DoN Acquisition

- RFPs, Campaign Plan and Trade Shows -
The following article is based on discussions at the Ship and Shipboard Systems Planning Forum that was held on April 11, 2001, with participants from the Department of the Navy (DoN), U.S. Coast Guard (USGC), Department of Commerce (DoC), Department of State (DoS), Defense Security Cooperation Agency (DSCA) and U.S. industry.  The meeting focused on identifying trends and planning the way ahead for government and industry to better partner together. 

The Deputy Secretary of Defense issued a memorandum encouraging Partnering with Industry in March of 1999.  Since July of that year we have used the Chilean Tridente Frigate Project as a pilot program to develop innovative methods to partner with industry for the export of ships and shipboard combat systems.  Tridente showed the utility of “Team International” (formerly Team USA), and how effective it can be in communicating and responding to foreign Requests for Proposal (RFP).  Team Tridente demonstrated that the Navy can find the right balance between proactive support for industry efforts, and a level playing field for all U.S. companies.

Recent experiences demonstrate that opportunities in international ship sales remain extremely challenging and that competition for export of ships and ship systems in the international marketplace is tough.  We have learned a number of hard-fought lessons from several recent international interactions particularly the ongoing Chilean Project Tridente and Singapore frigate competition.

For example, we have identified the need to partner early in the process. This enables government and industry to plan efficiently to gain a competitive advantage.  We recommend the use of Team International techniques to enhance partnering by those involved in the process regardless of whether the role is FMS, DCS or a hybrid between the two.  Also, we have identified the need for industry to submit export licenses early in the process.  In identifying Team International techniques, we have learned that some items can be sold as either FMS or DCS and that sometimes equipment originally requested as FMS (not requiring a license) is requested for DCS transfer.  Early submission of the export license avoids problems where this occurs. 

We need to look for areas where partnering with industry makes sense.  Teaming will support our friends and allies in their procurement of ships and ship systems and contribute to interoperability and to economies of scale for USN acquisition programs.  Accordingly, Navy IPO will pursue efforts in the following three areas:


I.  IPO-Industry Dialogue.  Pursue an active dialogue with U.S. industry – collectively and individually – to match their products to the needs of U.S. friends and allies.  To be effective in our support for either Foreign Military Sales (FMS) or Direct Commercial Sales (DCS) solutions, the exchange of information is necessary to ensure our foreign customers receive what they need.  Some specific actions:

a.  Continue the Navy-Industry International Dialogue.  Co–sponsored with National Defense Industrial Association (NDIA), this forum assembles representatives from all U.S. industry (plus foreign attachés and procurement reps when appropriate) to discuss issues of common interest.  This cuts across the entire spectrum of security cooperation, from cooperative R&D, data exchange, disclosure and licensing, to FMS.

b.  Continue Company Days.  These meetings are one-on-one discussions between Navy IPO and individual companies to compare perspectives and identify actions.

c.  Continue to dedicate an experienced person to serve as the Industry Advocate, with the primary duty to coordinate these activities and liaison with the Technical Director/Ombudsman in responding to requests and inquiries, and follow-up to Company Days.


II.  Active Support for RFPs.  Navy IPO needs to be actively engaged in responding to selected RFPs.  This means coordination with DoN program offices, foreign procurement offices, our Security Assistance Offices in U.S. embassies overseas, the Commerce Department and others to keep track of future opportunities and to inform and coordinate responses to foreign militaries’ requests for information and for proposals, in whatever format they may come.

a.  Navy IPO’s Weapons and Plans Division will take responsibility to stay informed on pending foreign RFPs and coordinate responses to current RFPs.  The Weapons and Plans Division will receive copies from countries, track their status and timing, decide how the responses will be delivered to the country, and work closely with industry to help achieve success. 
b.  The Weapons and Plans Division should, in conjunction with the respective program office, convene a Team International where appropriate, and work with DSCA to assure fair advocacy.  We have a Ship Systems expert/liaison, Aviation Systems expert/liaison – in addition to logistics and electronic warfare/C4I liaison– in place already who can perform these functions for all systems.

c.  Place a senior officer or civilian in charge of the Weapons and Plans Division.  This will facilitate the type of coordination, leadership, knowledge of weapon systems and acquisition to do this properly.  We cannot sign up for this task unless we dedicate resources to it, or risk intense criticism if promises are made that exceed our reach.

d.  As a follow-up to Company Days, the Weapons and Plans Division will maintain contacts with representatives of companies, normally the international marketing offices, to serve as a network for sharing and disseminating information.

e.  To support the U.S. Shipbuilding Industry, the Weapons and Plans Division, in consultation with NAVSEA, will maintain a current listing of potential and current RFPs, along with an “opportunities” database of related information.  Make this, and related ships and ship systems information, where suitable, available to U.S. industry.  A communications network should be developed and maintained by the Weapons and Plans Division specifically for the export of U.S. ships and ship systems.  Participants on the network could include, but not be limited to, Navy IPO, U.S. Industry, FMS Customers, CINCs, SAOs, State Department, Commerce Department, DSCA, Program Managers, Program Executive Officers, Warfare Sponsors, and N3/N5.      

f.  Identify the means to fund USG support for direct commercial efforts and FMS/DCS hybrid solutions.

g.  Ensure that “Bid & Proposal” (B&P) money is set aside via the annual FMS Admin budget process.  This will involve IPO establishing procedures with the various program offices on what B&P means for international programs, how much is needed and what are suitable expenses.  The goal is to support, early on, the international dimension of domestic programs.

h.  Solicit advanced requests for “pre-LOR” activities such as responses to RFPs from the Program Offices, PEOs and FMS SYSCOM stakeholders.  Compile a coherent plan; as far as we are able to know in advance, what travel, research or other efforts will be needed.

i.  Establish a closer dialogue with the Program Offices to ensure that any commitments made by Navy IPO are within their means.  Make sure that IPO initiatives are aligned with those of Program Offices, and that Program Offices understand what an active international program can bring.

j.  Navy IPO will host (or co-host with NAVSEA, other interested program offices and agencies, and with commercial sources) a forum with industry representatives to review international ship construction, by country, around the world.  This meeting will serve to identify RFP opportunities or other initiatives for teaming.  Minutes will be promulgated.  The meeting/discussion should be held at least annually.


III.  Advocacy via a DoN “Campaign Plan”.  Navy IPO formulates a Navy-wide position on foreign participation in new DoN acquisition programs.  Called a “Campaign Plan,” this focuses on programs that could best benefit from foreign participation.  This is not exclusively FMS, but can involve hybrid FMS and Direct Commercial solutions, plus the inclusion of cooperative R&D or cooperative development.  The Campaign Plan sets the groundwork for interaction with foreign officials and service chiefs.  This involves trips to Trade Shows, participation in conferences, staff talks, security assistance reviews, or office calls here with senior DoN and industry officials.  More information on the Campaign Plan can be found in the article on page one. Specifics include:

a.  Maintain the Campaign Plan – a listing of primary systems -- to keep senior Navy and industry representatives informed of which DoN programs could benefit from foreign participation.  This does not exclude other “not new” programs, such as logistics, life cycle support, EDA, FMS Reserve, or in-use systems such as Link 11 or Mini-DAMA, which can have their own programs for advocacy.

b.  Issue sections of this plan (individual program summaries) prior to office calls, trade shows, air shows, other high-level meetings, or whenever Navy flags or senior industry officials travel.

c.  Maintain and promulgate a database on future trade shows and conferences, including maritime shows and conferences, surface and subsurface.  DSCA and the MILDEPs work actively today for participation in Air Shows, such as Farnborough and the Paris Air Show.  Navy IPO needs to assume more visible leadership for “ship” shows.  Three suggestions in this regard:

1.  Host, with DSCA, an annual review of upcoming trade shows that identifies those shows and conferences that require attention, official DoD participation, and attendance by the appropriate Navy senior representative.

2.  IPO chair a meeting, also annually, with members of industry to discuss trade shows and get their input on where attendance is needed and worthwhile.

3.  Invite industry to submit papers in advance of trade shows and conferences to keep Navy leaders informed on key issues, in addition to the Campaign Plan that the IPO staff will generate within Navy circles.

d.  Work to strengthen knowledge and procedures within the U.S. acquisition community to consider the international dimension of emerging programs.  Consider how to improve or develop “export variants.”  Collect and disseminate the good ideas of foreign participation in innovative programs like the Joint Strike Fighter and MIDS for other programs to use.  

In conclusion, these actions and ideas must be applied to all systems, goods and services – not just ships and ship systems.  As these ideas are implemented, the members of the Weapons and Plans Division should work actively across the board, with new and used aircraft; C4I equipment such as Link 16 and GCCS-M; Marine Corps systems; DoN training; Coast Guard vessels and training; as well as ship systems, to ensure the needs of foreign customers are met.
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NAVY IPO KICKS OFF PERFORMANCE BASED COSTING EFFORT

On 14 May, Navy IPO’s Deputy Director kicked off IPO’s Performance Based Costing (PBC) effort.  There was a sense of déjà vu at the meeting since Navy IPO has for several years been budgeting and reporting obligations by both budget activities and cost objects.  Building on Navy IPO’s budget construct and a PBC pilot project already underway at NAVICP-OF, DSCA adapted the NAVICP PBC model as an FMS-community wide solution to better determine FMS business costs.  

DSCA’s ultimate goal is to obtain better information to 1) justify funding requests to Office of Management and Budget (OMB) and the Congress, and 2) improve the current method of allocating resources to the MILDEPs.  The PBC system will provide the costing data required by the Performance Based Budgeting system launched earlier this year.   Also sponsoring a pilot program within the Department of the Navy (DoN) are USMC FMS Activities, including HQ, SYSCOM and Training command elements.  

What is PBC and why is it important?  PBC is similar to Activity Based Costing systems used throughout the private sector.   PBC is a tool that: 

· Translates data from accounting and other systems into information that management can use to analyze business processes
· Provides true cost of work based on resource consumption
· Identifies what activities are driving costs
PBC helps answer the questions:

· What was spent (labor, equipment, supplies)?

· How was it spent (what work was performed)?

· What was the result of that spending (what services or products did we provide our customers)?

KPMG will support implementation throughout the DoN.  As the pilot projects progress, DoN FMS SYSCOM activities will determine when best to phase in the PBC systems within their activities.  

Back to Top
FOREIGN COMPARATIVE TESTING

Unless you are one of the handfuls at Navy IPO who involve themselves directly in the Foreign Comparative Testing (FCT) Program, you are probably wondering just what is the FCT program all about?  What are its mission and objectives?  And what categories of testing are supported?  Well, Read on!  The answers to these questions, and a few others, are provided below.

MISSION

The FCT Program supports U.S. policy of encouraging international armaments cooperation and helps reduce overall Department of Defense (DoD) acquisition costs by facilitating the procurement of foreign non-developmental items (NDI).  The purpose of the FCT Program is to test and evaluate foreign non-developmental equipment of our friends and allies that demonstrate the potential to satisfy valid defense requirements more quickly and economically. 

Foreign non-developmental items are nominated for test by Department of the Navy (DoN) (represented by Navy IPO) and the other MILDEPs and USSOCOM to determine whether the items satisfy U.S. military requirements or address mission area shortcomings.  The OSD FCT Program Office funds the testing while the Services and USSOCOM fund all procurements that result from a successful test.
PROGRAM OBJECTIVES

FCT Program objectives are to improve the U.S. warfighter’s capabilities and reduce expenditures through: 

· Rapidly fielding quality foreign non-developmental military equipment
· Eliminating unnecessary duplication of research, development, test, and evaluation

· Reducing life cycle or procurement costs

· Enhancing standardization and interoperability

· Promoting competition by qualifying alternative sources

In keeping with overall DoD goals for efficiency and proven management techniques, the FCT Program follows the following principles:

· Focuses on procurement, since FCT is an acquisition-oriented program

· Involves the warfighter/user from the beginning of each project

· Uses the IPT concept

· Funds projects that have a user advocate, documented requirement, a thorough market survey, a cost effective test plan, and a high probability of procurement after a successful evaluation
· Holds the sponsoring organizations accountable for FCT project management and project execution
CATEGORIES OF FCT PROJECTS

There are two categories of FCT Projects:  “test to procure” and “technical assessment.”  The “test to procure” category includes both “qualification test” and “comparative test” subcategories.

· A qualification test is one in which a unique foreign item is evaluated to determine if the equipment’s capabilities meet the U.S. requirement.  FCT funding may be requested for the entire test and evaluation costs (includes lease or purchase of test article and execution of the testing).
· Under a comparative test, multiple items are tested simultaneously and evaluated against each other and against a set of requirements.  If all items in a comparative test are foreign, FCT funding can be requested for the entire cost of the test (including lease or purchase of test articles and execution of the test and evaluation).  If U.S. domestic items have been identified as candidates and there is a mixture of foreign and domestic items to evaluate, the FCT Program only provides FCT funding for costs associated with test and evaluation of the foreign items.  The sponsoring organization must provide all funds for test and evaluation of the domestic items.

An issue that frequently arises in a comparative test is the availability of funds to evaluate domestic items.  The DoN and the other MILDEPs and USSOCOM must identify the funding to test and evaluate domestic items before a proposal will gain final approval.  This ensures all competing items are tested simultaneously, under the same conditions, and to the same criteria.  In the past, FCT projects have been unnecessarily cancelled or delayed while waiting on sponsoring organization funding to evaluate competing U.S. items.

· For a technical assessment, no procurement is intended.  While the law establishing the FCT Program allows technical assessments, FCT funding of such projects is afforded a lower priority than projects where an intent to procure exists.  Occasionally, revolutionary technology is discovered that merits testing to determine its suitability in U.S. defense systems and infrastructure.  Toward this end, technical assessment projects may be approved and conducted under the FCT Program.  

AUTHORITY AND POLICY

Congress authorized the FCT Program in 1989 under Title 10, U.S. Code Section 2350a(g) and funds the program through Program Element 0605130D in the Defense-wide Research Development Test and Evaluation (RDT&E) 0400 Budget.  The FCT Program adheres to guidance in Part 211, DoD Federal Acquisition Regulation Supplement and sections of DoD Regulation 5000.2-R.  These documents are available in the Acquisition Deskbook and can be accessed at http://web2.deskbook.osd.mil/.

The Navy and the Marine Corps (as well as the other Services and USSOCOM) must procure equipment for the military efficiently and effectively in order to maintain the necessary level of readiness demanded of America’s Armed Forces.  DoDI 5000.2, Systems Acquisition, Section 4.7.3.1.2. clearly states "…acquisition decision-makers shall follow the following hierarchy of alternatives: the procurement (including modification) of commercially available domestic or international technologies, systems or equipment, or the additional production (including modification) of previously-developed U.S. military systems or equipment, or Allied systems or equipment; cooperative development program with one or more Allied nations; …"
  
PROGRAM SUCCESSES

 In fulfilling this mission, FCT continues to be a uniquely successful acquisition tool.  Since 1980, the FCT Program has led to the procurement of more than $5 billion in foreign non-developmental items.  At the same time, the program has reaped substantial savings by avoiding research and development costs, lowering procurement costs, reducing risk for major acquisition programs, and accelerating the fielding of equipment critical to readiness and safety of U.S. operating forces.  While the aim of the FCT program is to improve the U.S. Armed Forces’ operational performance, this leveraging of foreign research and development has benefited the U.S. taxpayer.  Additionally, the FCT Program has served as a catalyst for industry teaming arrangements, which have been productive for both U.S. and foreign industries in an increasingly competitive global market.  The FCT Program holds the promise of even greater success in the future as its benefits become more widely known.

An example of a recent U.S. Navy FCT success is the Titanium Nitride (TiN) Erosion- Resistant Coating for Compressor Blades project.  Managed by NAVAIR, the FCT evaluated a process developed by the Russian Federation that utilized a Canadian facility to coat engine compressor blades with an innovative TiN treatment that protects the blades from sand erosion.  Significant performance benefits were found, including an increase in operational readiness, lower repair and overhaul costs, reduced fuel consumption and an increase in safety and reliability of the entire engine.  Immediate plans call for the coating of T64 compressor airfoils.  Other potential engine compressor blade applications include the E-2C and SH-60.  By using the TiN coating, there will be a projected $20M+ in cost avoidance and $100M+ in potential sales for both the military and commercial engine coating business.  Of all of the FCT projects nominated in FY00, the TiN Blades Coating project was awarded the OSD Program Manager of the Year Award.

CONCLUSION

Not only does the FCT Program support Navy IPO’s mission to provide assistance to America's Allies, partners, and friends within the framework of U.S. laws, DoD policy, and congressional guidance – it is a useful tool in the acquisition manager’s toolbox.  The decision to use FCT rests with our Program Offices, supported by our Systems Commands and this office.  The keys to success are planning and communication.  For more information about the FCT Program, please contact Michael Locke, Navy IPO-01D13, at 202-764-2448 or Locke.Michael@hq.navy.mil.
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EXPORT LICENSE APPLICATION PREPARATION

1. The following recommendations are submitted to assist industry in improving their export license application submittals.

· Explicitly describe the who, what, where, and why you are submitting an export license to the U.S. government/Department of State (DoS) for approval in your letter to Mr. William Lowell at DoS.  This is the Licensing Officer's (LO's) best tool to review an applicant's request and decide what actions need to be taken.

· Accurately list key USG POC's (and correct phone numbers) that you have recently interacted with on the subject material (can also be listed on the coversheet).

· Accurately list (as a minimum) or provide relevant cases (even those to which you have not yet received licenses) that reference the subject material (can also be listed on the coversheet).

· Provide a comprehensive Statement of Work (SOW) including, but not limited to, the type of training and documents to be transferred (along with their origin and classification).

· Vague applications or a "blank check" approach will give cause for a Return Without Action (RWA). 

· Provide system characteristics or specifications for all hardware transfers (a Purchase Order does not always cut it).  LOs appreciate system comparison matrices especially when trying to differentiate an applicant's line of products.

· Provide an advance copy of the application to the respective LO at the time of submittal to DoS regarding controversial, potential problematic, and urgent requests.

· Coordinate controversial or potential problematic license requests with the respective Navy Program Office (via IPO if necessary) prior to DoS license submittal to preclude concerns that may delay the review process.

· Coordination will ensure that the application does not require an ENDP or Case-by-Case Technology Transfer Security Assistance Review Board (TTSARB) review; otherwise, the application will be RWA in lieu of the policy review.  The applicant may request from Navy IPO's Technology Security and Cooperative Programs Directorate (POC: Link Spann, (202) 764-2393) sanitized versions of TTSARBs that are relevant to the applicant's product line offerings.

· It is requested that the applicant submit documentation with their export request that references offline conversations (i.e. Program Office representative's name, phone number, email address, etc.) and provides a general statement regarding both parties' recommendations or concerns.  This documentation can substantially reduce the processing time of an application, allowing a LO to call a Program Office to verify the conversation that took place instead of having to route the license application upon receipt. 

· Contact the respective LO concerning informal proviso interpretation for potential "show stopping" provisos.  Remember, the International Traffic and Arms Regulation (ITAR) is your guidance, however, proviso interpretation must be officially addressed through an Advisory Opinion (General Correspondence (GC))--use it.

· Provisos are imposed (especially on marketing requests) as a means to inform/assist applicants with planning future steps involving a program or final sale.  These provisos provide DoN and the applicant foresight about what may or may not be accomplished in follow-up license requests.  

· When referencing prior licenses, provide the provisos that were placed on that license vice just referring to the license.
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NAVY INDUSTRY INTERNATIONAL DIALOGUE
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On June 6, 2001, Navy IPO, in coordination with National Defense Industries Association (NDIA), hosted a Navy Industry International Dialogue, or NIID.  The event brought together key players from the DoN, U.S. industry and the attaché community.  The theme of this NIID was to review and discuss current and future government and industry initiatives aimed at streamlining the export licensing process. 

Mr. Sam Sevier, NDIA International Committee Chairman provided the welcoming and opening remarks. He introduced Rear Admiral Don Newsome, Director of Navy IPO, who kicked off the meeting with impressions drawn from his first six months on the job. RADM Newsome also highlighted some of the common themes that have been raised at IPO/Industry Company Day Meetings.  He presented his Campaign Plan to the attendees, briefly touching on his three priorities - Country, Navy and Program.   
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RADM Newsome then introduced the keynote speaker, Mr. Gregory Suchan, Principal Deputy Assistant Secretary of State for Political Military Affairs. Mr. Suchan briefed the audience with a State Department view of the Improved Electronic Transfer Process.  

Some of the benefits he saw with electronic processing include keeping an updated “watch list” to make sure the wrong people do not get licenses.  This would enable customs officials to receive near real-time information at U.S. ports. 
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Mr. Suchan discussed the next phase of the process, transferring completed licenses between Defense Trade Control (DTC) and Defense Threat Reduction Agency (DTRA) over secure lines.  He recognized that there are still problems to be solved, but overall the Department of State (DoS) is supportive of electronic processing and believes that it is both time and cost efficient.  
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Mr. Joel Johnson, President of Aerospace Industries Association (AIA), was introduced as the next speaker. Mr. Johnson presented an industry perspective on imperatives for electronic transfer. He described the objectives of the Export Control “Turbo Tax” Exercise, to provide the Department of Defense (DoD) and MILDEP reviewers information they need to make decisions and reduce RWAs. Their approach to this exercise is to provide secure interactive user-friendly guidance with direct input to DoD if not possible through DoS. 
Thus far two iterations have been completed and it has been taken over by Defense Trade Security Initiative (
DTSI) and the change in administration. 

Mr. Johnson presented the next steps in electronic connectivity. The objectives of which are efficiency, transparency and compliance. Their approach is to include all relevant government agencies, provide interaction between government and industry and appropriate safeguards. They are also looking to integrate with intellectual property, industrial security concerns.

He next presented some proposed changes to the Export Control System.
 These included both administrative and legislative changes on such issues as congressional notifications, third country transfers, satellites and components, electronic process, improving the license process and export rules. 


Industry efforts at overall system changes have included both near-term and long-term reform.  Near-term efforts include; pressing DTSI and industry reform package in new administration, seeking congressional champions for specific initiatives and working with European counterparts. Long-term efforts will depend on administration leadership and are unlikely before the next Congress.

After Mr. Johnson’s presentation, Mr. Sevier introduced Mr. Don Stowell of Navy IPO who gave a demonstration of IPO’s Electronic Export License Process. Mr. Stowell also discussed IPO’s short-term initiatives and models for long-term initiatives. 

The last speaker of the afternoon was Mr. Rini Goos, from the Royal Netherlands Embassy, who provided a customer view on Transparency Imperatives of the Export License Process. Mr. Goos explained that the customers would like to see transparency on the following areas: how risk assessments are made and where we are in the bureaucratic process. They also want transparency so they can explain the process back home as well as a customer-oriented helpdesk. 

Mr. Goos used the example of companies such as FedEx and UPS where orders can be tracked and traced every step of the way.  He discussed also amazon.com, where orders are placed one day, shipped the next and arrive the day after. He would like to see a similar approach taken by U.S. government and industry. 

He closed by praising FMS and emphasizing that all players can do their part to make the process work better.

RADM Newsome wrapped up the NIID with closing remarks and thanked everyone for their continued support and hard work. He also mentioned that the briefings from the NIID can be viewed on the Navy IPO website. To view the speakers’ slides, including Mr. Suchan’s remarks, please visit the Navy IPO home page and click on the NIID link at the bottom of the page. 

The NIID was followed by a stand-up reception. See photos below. 
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RADM Don Newsome, Navy IPO and Ms. Sandra Erwin, Editor, National Defense Magazine
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RADM Dennis Morral and Mr. Gibson LeBoeuf, Navy IPO
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Mr. Frank Cevasco, Hicks and Associates
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Hails and Farewells

Navy IPO would like to wish Hail and Farewell to the following people:

Captain Thomas Keithly retired on June 1, 2001. He was presented the Legion of Merit by RADM Newsome at a full military ceremony on May 31, 2001.  Captain Keithly has gone to DSCA to help start up the Programs Division in the Policy, Plans and Programs Directorate.  His replacement, Captain Elliott Powell, assumed duty as the new director of IPO Security Assistance. Captain Powell was previously assigned to the National Security Council as the Director, White House Situation Room, Systems and Technical Planning.

Mr. Stan Hicks, Director of the Technology Security and Cooperative Programs Directorate, retired on June 1, 2001.  RADM Newsome presented him with the Navy’s Distinguished Civilian Service Award at a recent ceremony.  Mr. Hicks was assigned to Navy IPO in 1987 and orchestrated the merger of the OPNAV and NAVSUP organizations that managed security assistance and technology security into a new organization designated the Navy Office Technology Transfer and Security Assistance (NAVOTTSA).  This new organization reported to the Secretariat.  In 1990 he continued to lead the centralization of international functions, and Data Exchange Agreements, Engineer and Scientist Exchange Program, Cooperative R&D programs, and Foreign Comparative Testing were assumed by NAVOTTSA which was subsequently renamed the Navy International Programs Office.  Mr. Hicks, in his new life, will provide support, beginning in October 2001, to Navy IPO under the Intergovernmental Personnel Act (IPA).  In the interim, Mr. Rino Pivirotto will be acting Director for the Technology Security and Cooperative Programs Directorate until such time a new Director is selected.   
Captain Len Jones replaced Captain Richard Lewis as the SOUTHCOM/CENTCOM director in March. 

Captain Robert Conrad, PACOM director, retired on September 1, 2001.  He was presented the Legion of Merit by RADM Newsome at a full military ceremony on August 17, 2001. 

Captain Stephen Davis, EUCOM director, retired on October 1, 2001 and was awarded the Legion of Merit by RADM Newsome.
Captain Murat “Turk” Shekem has assumed leadership of the PACOM and EUCOM NATO regions.
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Egypt
There are several major projects that the Government of Egypt (GOE) is pursuing. At the beginning of the year, the GOE signed Letters of Intent with the submarine building consortium of Northrop Grumman-Ingalls, Royal Dutch Marine (RDM) (with Dutch Navy endorsement), and Lockheed Martin to build two Dutch designed Moray Class diesel submarines. It is premature to estimate a contract award date. Delivery of first boat is to be 90 months after contract; second boat 11 months later. 

The GOE is pursuing a Direct Commercial Contract (DCC) with Halter Marine to build four Ambassador Mk III Fast Missile Craft (FMCs).  At 550 tons, the FMC design includes a Super 76mm gun, Harpoon, the Close-in Weapon System (CIWS) and a yet to be designated Surface-to-Air missile.  The GOE is pursuing an FMS procurement of Harpoon and the 20mm CIWS.  Delivery of the first vessel is 50 months after contract award.
The GOE signed an LOA to purchase six land-based radars. Delivery of the first radar is scheduled for December 2004.
Bahrain

In May 2001 the Bahrain Defence Force requested support for their first Drydock Selected Restricted Availability (DSRA) of their FFG (BANS SABHA) valued at $14M.  This drydocking effort will be the first for Bahrain and is scheduled for 2nd QTR FY 02.   
United Arab Emirates

By the end of July 2001 the Congressional Notification will be complete for the naval ordnance munitions (150 HARM Block C, 258 SIDEWINDER AIM 9M 8/9, and 40 HARPOON Block II missiles) to be offered to the UAE valued at $255M.  
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SOUTHCOM

Brazil

P-3A Aircraft
Brazil is purchasing 12, P-3A aircraft that are stored at Aerospace Maintenance and Regeneration Center (AMARC) Davis Monthan Air Force Base, Tucson, Arizona.  To date, one aircraft title has been transferred to the Brazilian Air Force. Brazil has requested DCS proposals to upgrade the aircraft (~$300M).  A contract award is anticipated by October 2001.  Four additional EDA P-3A aircraft were granted in March 2001 and will be used for spare parts to refurbish the 12 newly acquired aircraft.  The operational aircraft will perform the following missions:  Anti-submarine warfare (ASW), Anti-surface Warfare (ASuW), Search and Rescue (SAR), and Economic Exclusion Zone (EEZ) protection.  
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EUCOM/NATO

While Defense budgets remain somewhat constrained, our overall activity throughout the EUCOM AOR is keeping us busy with a variety of new programs and in providing required follow-on support for existing ones. However, economic considerations continue to be at the forefront in defining the scope and timing of new and existing FMS programs.  We continue to work with all involved from individual countries and remain in close coordination with each country team and U.S. industry in pursuing all options to meet specific requirements/restrictions. Below are some of the programs and issues we are currently pursuing on behalf of our foreign customers:   

Canada  

The Incremental Modernization Project (IMP) is the Canadian program to modernize 80, CF-18 aircraft to C/D avionics and extend their life to 2020 timeframe.  In March 2001 the Canadians signed a contract with Boeing for ECP-583 installation including mission computer and color displays.  Although mainly a DCS program, FMS cases (P&As or LOAs) have been provided for AIM-9X missiles, ARC-210 radios, Consolidated Automated Support System (CASS), Joint Services Electronic Combat Systems Testers (JSECTS), system computer software, support for VAL/VER, in-service support, and tech support.  The Canadians are still in the process of fully defining their requirements with possible cases for data link, EW suite, helmet-mounted display, and flight data recorder coming in the future. 

Greece

The Government of Greece (GOG) drastically reduced the Defense Budget for all Hellenic Military Services.  As a result, the following Hellenic Navy (HN) acquisitions will slow or be cancelled:  (1) air defense frigates; (2) corvettes; (3) two additional VOSPER PTGs; and (4) option for a 4th Type-214 diesel submarine.  Current HN programs: (1) three Type 214 submarines (one built in Germany and two in Greece); (2) construction of a VOSPER (UK) designed Patrol Gunboat to be built in Greece with option up to seven; (3) four PIROPOLITIS patrol craft built in Greece; and (4) four mothballed Dutch S-Class frigates will be slow to fruition.  The HN has a requirement for additional combatants particularly for AAW.  Although not requested, they have a renewed interest in the PERRY class frigates (only Flight III/IV) or SPRUANCE class destroyers.  They desire a platform from which to operate their S-70B-6 helicopters.  

Italy

The Italian Navy's planned upgrade of the De la Penne class from SM-1 to SM-2 missile configuration, also known as Project Arcobaleno, was cancelled by the Italian Navy in May 2001, after completion of the program definition phase.  Italian Navy Acquisition (NAVARM) indicated that due to the combination of a weak Lira, along with Navy budget cuts, the program would be cancelled.  Accordingly, the ships will maintain their current SM-1 configuration. 

Malta

The Maltese Defense Force has requested an LOA for the purchase of a new construction 87-foot patrol vessel using a combination of grant and national funds.  Though offered an excess Point Class Patrol Boat via an EDA transfer, Malta determined that a new construction, modern vessel was more cost effective and better suited their mission.   Total program cost is estimated to be $5.5M, of which $3.3M will come from existing FMF funds.  The ship became available when the USCG determined that it did not require the additional vessel available to them under a contract option with Bollinger Shipyards.

Poland

The Polish Navy has tentatively accepted a proposal to conduct the SH-2G Program Definition Conference/Site Survey the first three weeks of August.  During this time period, it is anticipated that the Polish Navy will be offered the LOA that covers depreservation, transportation and required modifications and repairs to the four SH-2G helicopters identified for EDA grant/transfer.

Switzerland

The Swiss are reviewing a $115M offer to amend for Phase 2, Step 1 of their F/A-18 upgrade, called Upgrade 21.  Upgrade 21 is a multi-phased program to incorporate MIDS, Joint Helmet Mounted Cueing System (JHMCS), AIM-9X, ASRAAM, Advanced Mission Computer, and Tactical Aircraft Moving Map Capability (TAMMAC).  

Turkey

The devaluation of the Turkish Lira by approximately 40 percent has placed severe resource constraints on all aspects of the Turkish society, including the military.  As a result, virtually all major Turkish programs are being delayed, reduced or cancelled outright.  The ATAK helicopter program, for example, has been reduced from 145+ to 45 helicopters, for the initial buy.  All new ship construction has been delayed.  FMS procurement of two additional PERRY class FFGs is funded however, and expected to be authorized in the FY02 ship transfer package.  Turkey is still in negotiations with the Joint Strike Fighter program for participation in the Engineering and Manufacturing Development Phase; they are involved presently in the Concept Demonstration Phase under an FMS case. 

Top of Section
PACOM

Korea 

NAVY IPO SUPPORT OF U.S. ENTRIES INTO THE “X” COMPETITIONS
Naval Air Systems Command’s Air Intercept Missile, and the Joints Stand-off Weapon program offices briefed the acquisition team heading the Republic of Korea Air Force’s quest for a new front-line fighter, the “F-X.”  In a Team International effort, Boeing, joined by General Dynamics, Lockheed-Martin, Northrop Grumman and Raytheon, supported by the U.S. Air Force (USAF) and the U.S. Navy (USN), is presenting its F-15E in a $4B commercial sale against Rafale, Eurofighter Typhoon, and the Sukoi Su-35.  The suite of weapons accompanying the F-15E would be provided through FMS from the USN.  

Following the presentation of the tactical capabilities of the Navy weapons in support of Boeing’s commercial bid of the F-15E, Navy and USAF were called back to present the LOAs.  The week after President Putin of Russia was in Seoul pushing the Su-35, the Navy team for JSOW, AIM-9X, and Harpoon Block II arrived for detailed discussions with the F-X Negotiating Team, together with the USAF.     

The team provided detailed classified briefings of capabilities, then prices and availabilities of the Sidewinder AIM-9X and the JSOW AGM-154.  Also proposed were Harpoon and HARM. Although the senior officers of the Acquisition Team displayed a reserved reception, enthusiasm for the capabilities of the Sidewinder could not be contained. 

The F-X selection will be made in late July or October 2001. Given the atmosphere after both AIM-9X briefings, regardless if the F-15 is selected by the ROKAF, the Sidewinder is positioned well to be purchased for ROKAF F-4’s, F-5’s, and F-16’s if the F-X does not replace them.

The F-X project for which Boeing is bidding is the follow-on of the Republic of Korea Air Forces’ (ROKAF) buy of 180, F-16C/D fighters from Lockheed Martin, of which twenty were purchased last year. The initial F-X requirement is for forty aircraft with associated weapons systems, to be delivered in 2004. Economic factors will determine if total acquisition will go to 60 or possibly 120 airframes. The country is moving from an internal defensive perspective to regional protection capabilities.  Winner down select is planned for late July 2001.

Three countries and one multi-national entity are competing for the sale: Boeing USA with the F-15E, Dassault Aviation of France with the Rafale, Eurofighter Consortium with Typhoon, and Russia with the Sukhoi Su-35.  No details are known of the other contenders’ offers except that the Eurofighter bid contains in its package the Matra BAe Dynamics Apache, SCALP-EG, and Storm Shadow long-range air-to-surface missile.  Dassault may follow suit and offer the same package.

In the X category for helicopters, Navy has the AH-1Z, Super Cobra, competing against the AH-64, Apache:  More to follow in the next report.

TEAM INTERNATIONAL AND THE KDX-III PROGRAM

The Navy IPO/NAVSEA/industry team is engaged in competition to provide a variety of advanced systems and weapons for the upcoming Republic of Korea Navy (ROKN) KDX-III class destroyers, including the AEGIS Combat System.  The ROKN is planning for the KDX-III to be approximately 7000 tons and incorporate advanced systems and technology.  This platform will enable the ROKN to successfully defend the maritime areas around the Korean peninsula from air, surface, and subsurface threats, and will increase interoperability with the USN.  Current Team International efforts are focused on preparation of Price and Availability Data and response to a Request for Proposal to compete for system down select in spring, 2002.  Other combat systems that are being considered by the ROKN are Sampson (British Aerospace) and APAR (Signaal).
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� Ref: DoDI 5000.2; Operation of the Defense Acquisition System; (Including Change 1); 4 January 2001; Section 4."Procedures"; 4.7."The Defense Acquisition Management Framework"; 4.7.3."Systems Acquisition"; 4.7.3.1.2.
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