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July 28, 2004

VIA F ACSll\I:I:ILE AND FIRST CLASS MAfiI

The Honorable Donald H. Rumsfeld
Secretary
Department of Defense
The Pentagon 3E880
Washington, DC 20301-3010

Dear Mr. Secretary:

I mIl concerned about how the Analysis of Altema:tives (AoA) for the Tanker Lease
Proposal will be conducted J:o. particular, I am concerned about the participation of Ail' Force
leadership in the AaA, and the involvement of the Air Force's f~1y flmdcd r~earch and
developtncnt c~tcr (pFR.DC~RAND, which I \mderBtand is spearheading this effort.

The conduct of Air Force leadership reaarding the Tanker Lease Proposal has been
unacceptable. F1'8Ilkly J its cred1"bility on the recapitalization of the tanker fleet has been
fundamentally called into question. Notably, many of the probl~ that the Department of
Defense Office of the Inspector General (DoD-OIG) found in the Tanker ~e Proposal are
similar to those it recently found in the multl.'billion dollar C-1301 procurement program. Bases
for my concern about the participation of Air Force leadcrship in the AoA include, but are not
limited to, the following.

First, the Air Force has provided Congress inaccurate inf~~on in an ~~t to justify
i~ original proposal to lease 100 Boeing KC- 767As. For example, Air Force Secretary Jim
Roche has repeatedly advised Congress that. in the c:xi!ting KC-13S fleet, "corrosion is
significant, pervasivet and represents an 1m~able risk." Secretary Roche has also
~hI~ized to Congress increased operating cost9 in the cmTent fleet as a basis for entering into
the tanker lease. Air Force leadm'Ship has indicated that these elcment.s create an "urgent" need
to recapitalize the fleet. However t as you of course know, the DSB task force concluded that the
Ajr Force t s claims of ,mmanRgcablc corrosion probl~ and cost growth were oVC'Stated. As
such, the task: (Ol1;e also concluded that "[t]here is UO c~e11ing material or financial ~easonto
iniUa'te a rcplacGm.ent program prior to the completion of the AO:A and the MCS." Th~, the task



The Honorable Donald H. Rumsfcld
July 28, 2004
Page 2 of 5

force jettisoned the "dominant reason" Secretary Roche first cited in his July 101 2003, report to
Congress as the basis for having taxpayexs pay billions of do11811 more for leasing tankm than
they would for buying them. The Air Force's represec.tations on this issue rett1ains amatter of
continuing investigative concern. 1

In another example, to comply with the original authorizing statute, the Air Force
misrepresented to Congress that im proposal to lease 100 Boeina KC- 767 tank.ers was tnerely an
operating lease. This would have obviated the requirement that the White House obtain advance
budget authority for the whole lease proposal. But, the DoD-OIG and Program Analysis and
Evaluation (P A&E), as well as the Conar~i<mal B~et Office (CBO) and the General
Accounting Office (GAO) found that the procurement of these tankers is, in fact, a lease-
pmchase. In additio:o., facts SUIrO1Jnding the original lease proposal made it clear that the
tracsaction was a lease-purchase: under the original proposal, the Air Force conceded that the
DoD is "committed to Catmark[ing] an additional $2B in nos and FY09 far the pmchase of
aircraft covered by the m~ti-year program under the tcmJS of the proposed cOntract" to head off
a funding spike over the Future.. Y ears Defense Program.

Second, the DaD-OlG and the NDU concluded that the Air Force's CO!!!!!1~cial item
procurement strategy ~vcnted any viS1Dility into Boeing's costB and required the Ajr Force to
use a fixed-price type contract ... The strategy also exempted [Boeing] from the requiTemcnt to
submit ~t or pricing data. The strategy p~ the Department at high risk for paying exc~sive
prices and precludes good fiduciary responsibility for DoD funds." The NDU similarly
ccmcluded that "[i]n a sole source, mmopoly ~crcia1 ~vironmeJrt. the govemmcnt is not
scrvcd well with limited price data" and suggested that the Air Force neglected m

fidncimy/sttJWardship fr3ponsibilities.

Notably, the DoD-OIG anived at similar conclusions regarding the Air Force's
misznanagcment of the C-l'30J procurement program. m particular, the DoD-OIG found that,
because the C-130I was imprOpel"ly acquired as a commercial item. the Air Force did not have
contractor-certified infOlmation on contract prices, costs, or profiu, and therefore was '"limited"
in it9 ability to protect the Government against possible o~cing.

1 My ~~ about whether the st2tcc1 ~ fur the lease was pretext is in part based on an e-ma21 among

senior Boeing execu1iv~. dated Septtmb~ 18, 2001. This e-maU de$aib~ a ~~E betwcm Boems and
Assistant Sa:x~l of the Air. Po~ forA£. quisition MIn'in Samhar, during which M[Sambm] "'dk:a.tcd tbat'dl.e
USAF is desperately looking for 1i1e xationale for why the USAF should pqxsue 1he 767 Tanker NOW. The briefing
his statfhad put torc61er on the E.r.rm~i... S~ Lite Stndy did notmed. his needs ... Sambv ~ looking fur the
CCIDqJ~ reason the ~dYnifti~ should do this now radI.~ than paI1L off to a fu'bIro a~istratiolL " B-mai18 of

this sort underscore the Committee's need for th.c dOC1m1ents it requested fi:om the DoD and the Air Porco on July 2,

aD.d SqJtembQ' llt 2003.
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Third, the DoD-OIG and the NDU also concluded that the' operational requjremeJ1ts
document (0 RD) for tankers was not tailored, M it should have ~ to tho requirem~ts of the
wartightert but rather to closely correlate tD the Boeing KC- 767 A. The DoD-OIG found that
senior Air Force staff directed that the ORD closely correlate to. the Boeing KC- 767 A that was
being developed for a foreign government, in anticipation of the authorizing legislation. This is
particularly troubling where, according to an intcmal Boeing document regarding the ORD,
Boeing planned to jj[ e]stablish clearly defined requirements in ORD for the USAF Tanker
configuration that resu1~ in an affordable solution that meets the USAF mission needs and will
mevcnt an ADA from being conducted." Under the current proposal, the first 100 ~~1cers
produced will not be capable of, aI1l011.& other things, interoperability with Navy ~ Marine, or
coalition assetsl or simultaneously refueling more than one receiver aircraft. Rear Adm Mark P.
Fitzgerald, USN, recently suggested that in theater, such a 1imitation restricts the Navyts long-
range striking capability and fos~ a needlessly risky aerial refueling environment.

Notably, with respect to the C-130J procurement program, the DoD..OIG similarly found
that, while the Air Force conditionally paid Lockheed Martin about $2.6 billion, the C-130J is
not operationally suitable or effective and cannot perform its intended mission. Furthermore, to
date, 36 deficiency reports that "could cause death, severe injury or illness. major loss of
equipment or systems, or that could directly restrict combat or operational readiness" h&ve been
received

Finally, Boeina documents suggest that the Air Force allowed Boeing to modify the
requirements in the ORD while it was being developed These documen~ also reflect that the
Air Force induced the Joint Requirements Oversight Council (JROC) into approving and
validating the CO[IUpted ORD by falsely ~en'tini that it was not tailored to a specific aUcraft.
This is of continuing investiganve interest to the Committee.

Interestingly I as a result of the commercial specifications of the C-130J not meeting user
nec~, the Air Force (and Marine Corp) decided to "revise its requirements document" to reduce
the initial capabilities required and to satisfy operational requiremcnt dcficicncics through block
upgrade programs at the Go'Vernment eXDeDSe. r am very concemed about this.

I understand that RAND (the Air Force.s FFRDC)~ and Project Air Force in particular~ is
speatheading the AoA Gcncrally, the Air Force~ specifically Dr. Sambur. is "the overall
sponsor" for Project Air Force actIvities. However, having argued against the need for an AoA
as early as November 2002, according to a recently produced internal DoD e-mail. Dr. Sambm
has apparently prejudged its outcome:

A fOImal AoA will cost money J delay the program two ycars, md§.1iU comc UD :with
tho same answer we have today. There are only a few aircraft that can serve as
tankers, they are ah"eady in production, and so analyzing thcir respectivc capabilities
and costs won't take long-in fact, n'B alrCady been done and the resulm passed to
OSD. What's left to stIldv?
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As I OIi~y indicated in my letter of March 121 20041 Ak Force Vice Chief of Staff
General T. Michael Moseley similarly touted the Air Force's proposal to lease and buy Boeing
767s during recent budget hearings. 10. particular, General Moseley provided "opinion'o
testimoc.y suggesting that the KC- 767 tanker is the Ak Force's ~ viable option. For ~Ie.
in testimony before the Projection Force Subcommittee of the House Armed Services
Committce~ General Moseley specifically {ejected re-engining rcm~inin.g KC-13 5Es (as the DSB
task force recommended); modifying used aircraft (for example~ DC-10s1 also as the DSB task
force suggested); using contractor support services (as the GAD recently opined)~ and other
optiODB that your office's AoA guidance specifically required the Air Force to examine. While
General Moseley attempted to explain away his testimony as "personal opinion, " at no time was

hc asked to provide his personal opinion and at 11.0 time during his testimony did General
Moseley indicate that he was conveying a personal opinion. Considering General Moseley's role
as the chaimIan of the Air Force Steering Group for Project Air Force and, respectfully, despite
your assurances in your March 17, 2004t letter, I remain concerned that the NT Force and RAND
have effectively prejudged the outcome of the AoA regarding the Tanker Lease Proposal.

Several reccntly produced internal DaD e-mails call into question whether the ongoing
AoA will be conducted objectively. For example, in an e-mail, dated August IS, 2003, from
Secretary Roche to Dr. Sambur and Acting Undersecretary Wynne, Secretary Roche dissuaded
the OSD and Air Force staff from initiating an AoA. In this e-mail~ Secretary Roche said thefoll~ .

Agggggg, stop the nonsense! Don't even begin to start an unnecessary ADA at this
poiut All this would do is give the enemies of the lease au excuse ftom DoD to
delay the lease1 and really honk off the Appropriators. Let's see what comes out of
conference. damn it! If the lease is approved then we can talk about how to decide
on the .recapitaliution of the other 400 airplanes, but there is no rnsh here.

Soon thereafter, Acting Secretary Wynne responded, "I agree with Jim. [sic] What started
this flun-y of activity? I'd hate for our stga 10 change." The foregoing does not inspire
confidence that the CWTent AoA will be conducted properly.

My concem that RAND, in particular, may have prejudged the OJltcome of the AoA is
underscored by its conclU9ion regarding tanker recapitalization in a.recent report. In a December
2003 report entitled L'Investigating Optimal Replacement of Aging Air Force Systems," RAND,
in particular Project Air Force, found-without the benefit of an AoA-that "it appears to be
optimal to replace the KC-135 by the end of the decade." Apparently relying on Air Force data
and analysis that was ultimately rejected by the DSB task force, this conclusion comes
W1aCceptably close to prejudging the outcome of the AoA and is inconsistent with the
conclusions of the Air Forccts own Economic Service Life Study; the GAO~ and, most recently,
the DSB task force, all of which found that the current fleet is viable through 2040. In light of
the relationship between the RAND and the Air Force, as described above, there can be no
assurance thai RAND will conduct the AoA here with the desired indcDendence.
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My concerns appear to be reflected in a recently released internal DoD e~mai1 frozn Eric
Coulter, Deputy Director for Theater Assessments and P~mng at .Pro&ram, Analysis and
Evaluation (P A&E) to Nancy Spnn11, co-chaiIp~on of the Leasing Review Panel Working
Group. dated August 7,2003:

I do not support RAND as the sole SO1n'Ce or lead to conduct the Congressionally-
directed independent tanker AaA. First, its [ sic] sad that it takes Congress to direct
the Department to do something it should do on its own. We 'ye been 1rvinE to I?:et the
AFto conductanAaA for several YeaIB. but could never 2ctAT &L 's SU'Doortto direct
one. The AF clearly wanted to ~osSgone it for as lon~ as Dossibie to delay~the issue
ofrecaDit~ the fleet. Now the D~artment is J2lavini catchuP,- That said, [the
lostitute for Defense Analyses (IDA)] haS more experience to conduct this type of
effort. In fact. [Air Mobility Command] relies on IDA to do a lot of its nlobility
analyses both for airlift and tankers. I believe the D~artm.ent will Ect a better. more
obiective moduct than we would from RAND. I hope we're not lettiJli illA '8 cost
review of the tanker lease color our opinion. Please convince me otherwise.

I am also concerned about the fact that Project Air Force may have received as much as
SSO million for FYO3 and FY04 and is expected to get at least another S2S million for FYO5.
This financial relationship between the Ajr Force and RAND renders RAND unsuitable for
conducting the AoA on this multloillion dollar procurement proposal.

Given the foregoing, I respectfully suggeat that the Air Force not enter into an agreement
to procure aerial refueling aircraft: until an entity independent of the Air Porce-on the basis of a
study not fuJJ.ded directly or indirectly by the Air Force-completes the AaA.

As always, I appreciate your COJJSideration.

Sincerely,
,

~ v
-'


