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The Honorable John Cornyn

United States Senate

Washington, DC 20510

Dear Senator Cornyn:

Thank you for your August 24 letter concerning the F-35 Lightning II Joint Strike Fighter
program. I assure you that the Department is committed to the success of the F-35 program and
it has received steadfast attention and support during my tenure as the Under Secretary of
Defense for Acquisition, Technology and Logistics. The Department will continue to focus on
delivering this important capability for the warfighter.

On June 1, 2010, I certified to Congress that the F-35 program is essential to national
security and that there are no alternatives to the F-35 program that would provide acceptable
capability to meet the joint military requirement at less cost. That certification, following a
thorough Nunn-McCurdy review, highlighted the continued need for the F-35 program and the
need to control program costs in production and in sustainment. Since then, the Department has
continued to focus its efforts on controlling the costs associated with the F-35. The success of
the F-35 is absolutely dependent on its affordability for the U.S. Services, as well as the eight
international partners. I have maintained close communication with our industry partners and
international partners on our efforts to manage those costs as we transition from development to
production and into long-term sustainment. I appreciate the opportunity to provide responses to
your specific questions:

1. Why is it imperative for the United States to successfully field the F-35 for the
Air Force, Marine Corps, and Navy, as envisioned in the latest Future Years Defense
Program?

During the Nunn-McCurdy review we examined the importance of the F-35 to
national security. The review assessed the F-35 against current legacy aircraft operated by the
Services, as well as upgrades to those weapons systems, for their potential to fulfill the
Department’s future operational needs. The analysis compared the options on the basis of
survivability, basing, lethality, and networking and determined that there are no alternatives to
the F-35 that provide acceptable capability to meet the joint military requirement at less cost.
This analysis depends critically on the ability of the Department to deliver the F-35 at an
affordable cost. My focus is on managing that cost and making decisions now that will ensure
affordability in the future.

2. In the FY12 budget request, the Department cut approximately $12 billion from
the F-35 production budget and returned just $4.6 billion back into the development
budget. The Department then spent a significant portion of the remaining $8 billion on
4"_generation F/A-18E/F aircraft. Continuing to procure less capable 4™-generation



aircraft is a questionable strategy given that our adversaries are already developing their
own 5™-generation aircraft, and cutting F-35 production funding in order to fund these
4™_generation aircraft makes little sense. Can you assure me that this will not occur again
in the future?

Secretary Panetta has emphasized that in meeting the Department’s budget challenges,
every program and activity must be on the table. In reviewing the upcoming President’s budget
for FY 13, the Department is giving programs particularly close scrutiny as a result of the
reductions in budget authority for security spending included in the Budget Control Act of 2011.
That said, the F-35 program changes in the FY12 budget request were driven by managerial,
rather than budget, concerns. The F-35 program was undergoing a restructuring as a
consequence of the Nunn-McCurdy review and the subsequent Technical Baseline Review. As a
result of these reviews, the Department determined that additional time and money ($4.6 billion)
were required to complete the development and test phase of the program. Given this decision, it
was important to revise the production profile (moving some production money to later years) to
reduce the risks associated with concurrency, as well as to allow the manufacturing processes at
Lockheed Martin to mature. The Manufacturing Review Team (MRT) assessed that a 1.5X
production ramp was an optimal balance between production efficiency and concurrency risk for
the F-35 program and the Department built its plans around that production goal, which also
includes the planned international partner procurements. The decision to procure F/A-18E/Fs for
the Department of the Navy was an acknowledgement that the delay in F-35C procurement
would slow down the rate at which Department of the Navy F-35s would reach the fleet. The
Department of the Navy assesses that its strike fighter shortfall will peak in the 2015-2020
timeframe. The procurement of additional F/A-18E/F aircraft will help to mitigate that shortfall
while we continue to ramp up F-35 procurement. The Department’s commitment to the F-35 is
solid, and we are committed to production rates that minimize program cost, but it is impossible
to absolutely guarantee at any point in the program that fact-of-life discovery in the development
program, the need to balance increasing production rates against concurrency costs in the interest
of lower total program cost, and overall affordability constraints will not affect future production
rate decisions.

3. After the Department moved a net $8 billion out of the F-35 program, it then
submitted a reprogramming request to cover early production cost growth and
concurrency costs. Can you assure me that you will budget for sufficient funding to cover
known costs in the future?

The reprogramming request was necessary to cover unexpected cost growth on the first 3
Low Rate Initial Production (LRIP) 1-3 contracts. These contracts were negotiated in 2007,
2008, and 2009 and are cost-type contracts in which the government undertook to reimburse cost
overruns. [ assure you that we are aggressively managing future F-35 contracts to prevent
overruns. We are continuing with the fixed-price type of contract initiated in LRIP 4 last year
and applying realistic Should-Cost analysis in preparation for the negotiation of the LRIP 5
contract. This will provide a maximum limit on the Department’s liability for future cost
growth, increase the contractors’ incentives to control costs, and ensure that LRIP 5 negotiations
result in a price that is fair and reasonable to the taxpayers. Even with solid Should-Cost
analysis, there will be a need for modifications to LRIP aircraft, as testing continues and test
results are analyzed. These modification costs for the early LRIP lots are proving larger than






