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APPENDIX G

LOCKHEED
MARTIN

FOR IMMEDIATE RELEASE
THURSDAY, JANUARY 23, 2003
WWW.USDOJ.GOV

CIV
(202) 514-2007
TDD (202) 514-1888

LOCKHEED TO PAY UNITED STATES $1.4 MILLION
FOR ALLEGED PROCUREMENT FRAUD

WASHINGTON, D.C.- Lockheed Martin Corporation will pay $1,407,834 to settle allegations that
Lockheed's predecessor, Loral Corporation, defrauded the government on a Department of the Air Force
contract, the Justice Department announced today.
In 1992, Loral contracted with the government to update flight training programs, including simulated
programs for the F-15E Weapon System Trainer (WST) being developed by the Air Force. The lawsuit,
which was unsealed today, alleges that Loral wrongfully inflated estimated costs it was required to disclose
during contract negotiations, resulting in an inflated contract price and false claims for payment under the
contract.
"Today's settlement demonstrates the Justice Department's determination to recover funds inappropriately
billed on U.S. defense contracts," said Robert D. McCallum, Jr, Assistant Attorney General for the
Department's Civil Division.
The civil settlement resolves allegations arising from a lawsuit filed under the qui tam or whistleblower
provisions of the False Claims Act, a federal law that allows private individuals, known as relators, to sue on
behalf of the government. The suit was filed in the United States District Court for the Southern District of
Ohio in Cincinnati by a former Loral employee, Glen Heiser, who was involved with reviewing the Loral
estimates, and who first noticed the alleged estimate discrepancies.
Under the False Claims Act, a whistleblower can receive between 15 and 25 percent of the government's
recovery in a case that the government joins. Under the agreement announced today, Mr. Heiser will receive
$274,527.63.
The investigation was conducted by the United States Attorney's Office for the Southern District of Ohio,
the Defense Criminal Investigative Service in Cleveland, Ohio, and the Civil Division of the Department of
Justice.
The lawsuit is filed as U.S. ex rel. Glen Heiser v. Lockheed Martin Corp, C-1-97-767 (S.D. Ohio).
###
03-037

FOR IMMEDIATE RELEASE

CIV

THURSDAY, MARCH 26, 1998

UNISYS, LOCKHEED MARTIN PAY U.S. $3.15 MILLION
TO SETTLE DISPUTE ON INFLATED SPARE PARTS SALES

WASHINGTON, D.C. -- The Department of Justice announced
today that Unisys Corporation and Lockheed Martin Corporation
will pay the United States $3.15 million to settle allegations
that Unisys sold spare parts at inflated prices to the Department
of Commerce for the NEXRAD Doppler Radar System. Lockheed Martin
succeeded Unisys on the contract between Commerce and Unisys for
the NEXRAD system.
Assistant Attorney General Frank W. Hunger, in charge of the
Civil Division, said the settlement resolves allegations that
Unisys knew that prices it paid Concurrent Computer Corporation
for the spare parts were inflated when it passed on those prices
to the government. Unisys had obtained price discounts from
Concurrent on other items Unisys was purchasing from Concurrent
at Unisys' own expense in exchange for agreeing to pay Concurrent
the inflated prices.
The NEXRAD System is used by the National Oceanic and
Atmospheric Administration to probe weather fronts and provide
information on storm circulation.
Separately, the United States sued Concurrent December 19,
1997, in U.S. District Court in Alexandria, Virginia, charging
the company violated the False Claims Act. The suit alleged that
Concurrent told the government that it did not discount spare
parts, when, in fact, Concurrent had previously offered and
granted discounts to Unisys for spare parts Unisys purchased from
Concurrent at Unisys' own expense. The Concurrent suit is
scheduled for trial later this summer.
Under the False Claims Act, Concurrent is liable for triple
damages plus a $5,000 to $10,000 civil penalty for each false
claim or statement, less what the United States received from
Unisys and Lockheed in this settlement.
#####

98-141

FOR IMMEDIATE RELEASE
THURSDAY, AUGUST 1, 2002
WWW.USDOJ.GOV

CIV
(202) 514-2007
TDD (202) 514-1888

LOCKHEED MARTIN TO PAY UNITED STATES OVER $2 MILLION
FOR MISCHARGING ON TRIDENT MISSILE CONTRACTS

WASHINGTON, D.C.- A unit of Lockheed Martin Corporation, Tactical Systems Division, has agreed to
pay the United States $2,122,603 to resolve allegations that the company
submitted or caused to be submitted certain claims to the Navy that were false and fraudulent, the Justice
Department announced today. The government contended that, while still a part of Unisys Corporation, the
Tactical Systems Division began improperly charging the Strategic Systems Program of the Navy for bid and
proposal costs on a series of defense contracts for services and materials for the Trident Missile Program
during the period from 1988 through 1996.
"This settlement illustrates the Justice Department's determination to recover funds inappropriately billed
on government contracts," said Robert D. McCallum, Jr. Assistant Attorney General for the Department's
Civil Division. "Guarding against the improper diversion of defense procurement funds continues to be one
of our biggest priorities."
The allegations were originally brought under a qui tam or whistleblower suit against the company by
Barbara Groshans. As a result of the settlement, Ms. Groshans will receive $281,000 – 13% of the
government's recovery. The Tactical Systems Division was bought and sold several times by various defense
contractors during the period covered by the fraud allegations and was eventually purchased by Lockheed
Martin in the mid-1990's.
The settlement was reached following an investigation by the Federal Bureau of Investigation's field office
in Falls Church, Virginia and the Navy Criminal Investigative Service in conjunction with the Civil Division
of the Department of Justice.
###
02-449

FOR IMMEDIATE RELEASE
WEDNESDAY, AUGUST 27, 2003
WWW.USDOJ.GOV

CIV
(202) 514-2007
TDD (202) 514-1888

UNITED STATES ANNOUNCES SETTLEMENT OF LOCKHEED MARTIN CASE
ALLEGING MISCHARGING ON GOVERNMENT CONTRACTS

WASHINGTON, D.C. - The United States announced today a settlement with Lockheed Martin
Corporation. Lockheed Martin will pay the United States $37,900,000 to resolve allegations that it inflated
the cost of performing several Air Force contracts.
The case was originally filed in the United States District Court in Orlando, Florida by a former employee
of Lockheed Martin, Albert Campbell, under the qui tam or whistleblower provisions of the False Claims
Act. The qui tam suit accused Lockheed Martin of deliberately inflating the cost of four contracts for the
purchase of navigation and targeting pods for military jets. Campbell's complaint alleged that Lockheed
Martin violated the Act by knowingly failing, among other things, to provide current, accurate and complete
cost and pricing data to Air Force contract negotiators. Government contractors are required by the Truth in
Negotiations Act to provide accurate and complete cost data to government contract negotiators. The
complaint also alleged mischarging of costs on a fifth Air Force contract.
In announcing the settlement, Assistant Attorney General Peter Keisler stated, “Companies which do
business with the United States must deal honestly with the government. The Department of Justice will
vigorously prosecute cases under the False Claims Act against those contractors who deliberately overcharge
Government agencies.”
The United States intervened and took over litigation of the case as it related to one of the contracts. The
United States' complaint alleged, among other things, that Lockheed Martin program management purposely
inflated its contract proposal for a foreign military sales contract under the LANTIRN (Low Altitude
Navigation and Targeting Infrared for Night) program in order to create additional profit which could be used
to offset overruns on another Air Force contract. The Air Force entered into the contract with Lockheed
Martin to purchase the LANTIRN pods for resale to the governments of Saudi Arabia, Greece and Bahrain.
The settlement resolves Lockheed Martin's potential liability under the False Claims Act arising from both
Campbell's complaint and that of the United States. Under the qui tam statute, a private party, known as a
"relator," can file an action on behalf of the United States and receive a portion of the recovery. Campbell
will receive $8,750,000 as his share of the proceeds of the settlement.
The litigation and settlement of the case were conducted by the U.S. Attorney's office in Orlando, Florida,
and the Department's Civil Division, with the assistance of the Defense Criminal Investigative Service and
the Defense Contract Audit Agency.
###
03-475

← Back to Original Article

Lockheed Agrees to Pay Record Fine : Aerospace: Calabasas firm pleads guilty in
connection with bribing an Egyptian politician.
January 28, 1995 | JAMES F. PELTZ | TIMES STAFF WRITER
Lockheed Corp. agreed Friday to pay a record $24.8 million in penalties and pleaded guilty to violating the Foreign Corrupt Practices Act--a federal law that
stemmed from a Lockheed overseas bribery scandal in the 1970s.
The Calabasas-based aerospace giant, in entering its plea before U.S. District Judge Marvin H. Shoob in Atlanta, admitted bribing a member of the Egyptian
Parliament with $1 million to gain her influence in helping Lockheed sell three C-130 Hercules transport planes to Egypt in 1989.
Lockheed's payment, which included a $21.8-million criminal fine and a civil settlement of $3 million, is by far the largest ever paid under the act since its
passage in 1977, said Justice Department spokesman John Russell in Washington.
The Foreign Corrupt Practices Act forbids commissions and other payments aimed at getting foreign officials to influence contract decisions.
In Lockheed's plea, which followed its indictment last June by a grand jury in Atlanta, the defense contractor also admitted falsifying documents to hide the
true nature of the payments to the Egyptian politician.
Lockheed initially said it "would vigorously defend itself" against the charges. But the company Friday said it chose to settle because its own internal probe
"found that regrettable mistakes in judgment were made by a few employees in the marketing organization in the late-1980s."
The company also said it's "strengthening its policies and procedures" to ensure that "even the most isolated violations" of the law are detected in the future.
The prosecution of Lockheed was one of the most prominent cases brought under the 1977 law, which has its roots in a scandal involving Lockheed.
Before the law was passed, Lockheed admitted making up to $38 million in bribes, kickbacks and other "questionable payments" to foreign officials, notably
Japanese officials, to facilitate aircraft sales between 1970 and 1975.
The scandal helped topple the government of Japanese Prime Minister Kakeui Tanaka in 1974, prompted two top Lockheed executives to resign and eventually
led more than 400 U.S. companies to disclose that they, too, had made about $800 million in questionable overseas payments.
In the Atlanta case, two former Lockheed employees also were indicted. One of them, Allen R. Love, pleaded guilty Jan. 20 to a charge of aiding and abetting
Lockheed in making the payment. The other, Suleiman A. Nassar, is now a fugitive living in Syria, the U.S. Attorney's office in Atlanta said.
Lockheed's stock closed unchanged at $73.125 a share Friday in New York Stock Exchange composite trading.

Copyright 2017 Los Angeles Times

Index by Keyword | Index by Date | Privacy Policy | Terms of Service

JUSTICE NEWS
Department of Justice
Office of Public Affairs
FOR IMMEDIATE RELEASE

Friday, March 23, 2012

Lockheed Martin Corporation Reaches $15.85 Million Settlement with U.S.
to Resolve False Claims Act Allegations
U.S. Alleges Lockheed Subcontractor Inflated Costs for Military Aircraft Tools That Were Passed on
to Government
WASHINGTON – Lockheed Martin Corporation has agreed to pay $15,850,000 to settle allegations that it
mischarged perishable tools used on numerous government contracts, the Department of Justice announced today.
Lockheed Martin, headquartered in Bethesda, Md., is one of the world’s largest defense contractors.
Today’s settlement resolves allegations that the government was overcharged as a result
of a seven-year pricing scheme by Tools & Metals Inc. (TMI), a subcontractor that sold perishable tools to Lockheed
Martin for use on military aircraft, including the F-22 and the F-35 fighter jets. Specifically, the government alleged
that TMI inflated the costs of these tools between 1998 and 2005, and that Lockheed Martin passed these costs on
to the United States under its various contracts with the government. On Dec. 8, 2005, Todd B. Loftis, a former
president of TMI, pleaded guilty and was sentenced to seven years in prison in connection with his role in TMI’s
scheme.
The United States subsequently brought civil claims against Lockheed Martin under the False Claims Act, alleging
that Lockheed Martin contributed to the inflated amounts paid by the United States in connection with TMI’s pricing
scheme. Specifically, the government alleged that Lockheed Martin acted recklessly by failing to adequately
oversee TMI’s charging practices and by mishandling information revealing these practices. These allegations are
the subject of today’s settlement between the United States and Lockheed Martin.
“It is troubling that a large defense contractor with long-established contractual ties with the United States failed to
undertake appropriate measures to ensure the integrity and validity of the costs it submitted to the United States,”
said Stuart F. Delery, Acting Assistant Attorney General for the Justice Department’s Civil Division.
“This settlement demonstrates the government’s commitment to devoting the necessary resources to protect
taxpayer funds from the most complex mischarging schemes,” stated Sarah R. Saldaña, U.S. Attorney for the
Northern District of Texas.
Today’s settlement also settles two qui tam, or whistleblower, actions brought under the whistleblower provisions of
the False Claims Act and consolidated in the U.S. District Court in Dallas. The case is captioned U.S. ex rel.
Becker, et al. v. Tools & Metals, Inc., et al., Civil Action No. 3:05-CV-0627-L.
Under the False Claims Act, a private party can file an action on behalf of the United States and receive a portion of
the recovery. The whistleblowers in the two cases resolved by the settlement, Robert Spencer and John Becker,
will split a $2 million share of the government’s recovery.
This matter was jointly handled by the Defense Criminal Investigative Service, the Air Force Office of Special
Investigations, the Defense Contract Audit Agency, the Contract Integrity Offices of the Departments of the Air Force
and the Navy, the Defense Contract Management Agency, the Department of Justice's Civil Division and the U.S.
Attorney's Office for the Northern District of Texas.
Component(s):
Civil Division
Press Release Number:
12-367
Updated September 15, 2014

JUSTICE NEWS
Department of Justice
Office of Public Affairs
FOR IMMEDIATE RELEASE

Monday, January 24, 2011

Lockheed Martin to Pay $2 Million to Resolve Allegations Resulting from
Fraudulent Submission of Government Contract
Case Involved National Center for Critical Information Processing and Storage at NASA’s Stennis
Space Center in Mississippi
WASHINGTON – Lockheed Martin Inc. has reached a $2 million settlement with the United States to resolve False
Claims Act claims in a whistleblower suit, the Justice Department announced today. The suit, filed in June 2009, in
the Southern District of Mississippi, alleges that the defendants knowingly violated the False Claims Act (FCA) when
they submitted or caused the submission of false claims and conspired to submit such claims under a contract with
the General Services Administration (GSA) in support of the Naval Oceanographic Major Shared Resource Center
(NAVO MSRC).

That contract was to provide support services for the National Center for Critical Information Processing and
Storage (NCCIPS) at the NAVO MSRC at the John C. Stennis Space Center in Hancock County, Miss. GSA
awarded the NCCIPS task order in April 2004 to Science Applications International Corporation (SAIC), which
teamed with Lockheed Martin and Applied Enterprise Solutions (AES) to perform under the task order. SAIC was
paid a total of $115 million under the contract, of which Lockheed Martin was paid $2 million according to the terms
of its subcontract with SAIC.

The suit alleges that prior to the issuance, and once the NCCIPS solicitation had been publicized, that then
government employees, Stephen Adamec and Robert Knesel, conspired with Lockheed Martin, Galloway, SAIC and
AES to ensure that SAIC and its teaming partners were awarded the task order by (a) sharing non public, advance
procurement information with the SAIC team that was not provided to other potential bidders; (b) sharing information
about the solicitation with the SAIC team before providing that information to other bidders; and choosing a type of
contract and putting language in the solicitation in order to bias the selection process to favor the SAIC team.

“Companies that do business with the federal government and get paid by the taxpayers must act fairly and comply
with the law,” said Tony West, Assistant Attorney General for the Justice Department’s Civil Division.
“Whistleblowers have helped us to enforce the law by bringing to light schemes that misuse taxpayer dollars and
abuse the public trust by undermining the integrity of the procurement process.”

The suit was filed under the qui tam, or whistleblower, provisions of the FCA by David Magee, a former employee at
the NAVO MSRC. Under those provisions, a private party can file an action on behalf of the United States and

receive a portion of the recovery. As a result of today’s settlement, the whistleblower will receive $560,000 as his
share of the recovery.

The cases is U.S. ex. rel. Magee v. Lockheed Martin, et al., Case Number 1:09cv324 HSO (JMR) (S.D. Ms.),
brought by David Mageeagainst SAIC SAIC; Lockheed Martin; AES; Dale Galloway, Chief Executive Officer of AES;
Stephen Adamec, former Director of NAVO MSRC; and Robert Knesel, Deputy Director of NAVO MSRC. The
United States intervened in the suit against all parties with the exception of Lockheed Martin.

The investigation was conducted by the Justice Department’s Civil Division, the Department of Defense’s Defense
Criminal Investigative Service, the Naval Criminal Investigative Service and the GSA Office of Inspector General.
Component(s):
Civil Division
Press Release Number:
11-095
Updated September 15, 2014

WORLD

U.S. Fines Lockheed $13 Million in China
Satellite Case
By DAVID E. SANGER JUNE 14, 2000

The Lockheed Martin Corporation has agreed to pay $13 million to the government
to settle a case involving the sale of satellite technology to China in 1994, company
and Clinton administration officials said today.
The company was charged with violating arms export laws. The settlement,
which officials said is likely to be announced on Wednesday by the State
Department, is the largest civil penalty ever assessed under the Arms Export
Control Act, the primary law regulating sales of American technology.
A criminal investigation is still under way over whether the Loral Space and
Communication Corporation also violated export controls in a separate incident.
The Lockheed Martin settlement may put pressure on Loral to settle that case.
But it also allows the Clinton administration -- which has been charged with
laxness in keeping sensitive technology out of Chinese hands -- to argue in the
midst of a presidential election year that it is enforcing export control laws.
In a statement tonight, Lockheed Martin's spokesman, James Fetig, confirmed
that the company, the world's largest military manufacturer, had decided to settle
the case, in which the State Department had charged the company with 30
violations of arms export laws. He said that under the agreement, Lockheed Martin

neither admits nor denies the allegations.
The financial settlement came close to the maximum penalty of $15 million. But
under the terms of the accord, officials said, the company is spared a far more
costly fate: a suspension of its rights to export satellite technology.
In its statement, Lockheed Martin said, ''The corporation appreciates the
opportunity to enter into a settlement agreement with the Department of State that
resolves the charges.
''We are committed to full compliance with all export control measures and
believe this agreement will allow us to assure the State Department that we will
meet all of our export control obligations.''
At issue in the case was a series of interchanges between Lockheed Martin
rocket experts and the Chinese about kick motors, which are small rocket motors
that are used to lift a satellite into its final orbit. At the time of the exchanges,
Chinese-made kick motors had suffered a number of failures. Martin Marietta
Aerospace, which was later acquired by Lockheed, provided help to AsiaSat, a
satellite company based in Hong Kong with heavy financial ties to the Chinese
government. AsiaSat was a client of Martin Marietta.
The technical transfers caused considerable concern within the State and
Defense Departments. The same kick-motor technology that helps China in
launching commercial communications satellites, officials said, could help its
military launch spy satellites. In April, the State Department spokesman at the
time, James P. Rubin, said ''any assistance to Chinese technical capability in space
launch has the potential to be applied to missile development.''
Moreover, the State Department charged that Martin Marietta had failed to
clear its technical analysis of the rocket problems with Washington before passing
it on to the Chinese, and had made no effort later to retrieve it. The company said
at the time that it had violated no laws.
At the time, the Clinton administration was encouraging more commercial
interchanges between American and Chinese satellite companies. But the rules on
those transfers have since been tightened by Congress, in reaction to disclosures

that in 1996, two years after the Martin Marietta incident, Loral had helped
Chinese rocket makers solve a different set of technical problems.
Those transfers, officials say, raised more security concerns than Martin
Marietta's help to AsiaSat.
Under the civil agreement, Lockheed Martin will be allowed to use $5 million
of its fine to install computer systems that would give the American government
access to all of its foreign space and missile deals. The access is to include data that
might require licenses for export.
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Lockheed Settles With Residents for $5 Million
Lawsuit: Hundreds in Burbank will share payout--called too small by some--if judge agrees. Company insists it did not cause their
illnesses.
October 18, 2000 | JEAN GUCCIONE | TIMES STAFF WRITER
More than 300 Burbank residents will accept a $5 million settlement from Lockheed Martin Corp., their lawyer said Tuesday, ending four years of litigation by
residents who say they got sick from the aerospace giant's release of toxic chemicals into the air, soil and ground water.
But the settlement--which could average as little as $3,000 per claim after legal costs and lawyer fees--was criticized as paltry in comparison to the $60 million
Lockheed Martin paid in 1996 to settle similar claims from 1,357 Burbank residents.
"Everyone would have liked a bigger settlement, no question about it," conceded Thomas Foley, the plaintiffs' lead attorney. "But there is a potential risk" the
cases might be thrown out on legal issues before the trial begins.
In deciding whether to settle, the plaintiffs had to consider not only the legal risks but also a long-standing threat by Lockheed Martin to try to recover the
millions of dollars the company has spent in defense costs from the plaintiffs, if they lose.
"The reason that people are settling, it's not because it's a great settlement, but people are afraid of losing their homes," said Lynnell Murray-Madrid, one of 16
plaintiffs who voted against accepting the settlement.
Despite its offer, Lockheed Martin is not admitting liability. The company, which once said it would refuse to settle the case, now says settling is cheaper than
paying trial costs.
"The bottom line is that we were able to prove there was no cause-and-effect relationship" between Lockheed Martin's chemical releases and the plaintiffs'
injuries, spokeswoman Gail E. Rymer said, referring to an earlier court ruling that dismissed 140 of the more than 300 claims by residents.
The settlement, however, will include those 140 cases (which are on appeal) and about 200 other claims awaiting trial in state court.
Rymer declined further comment, saying the settlement must still be approved by Los Angeles County Superior Court Judge Carl J. West in Burbank. West is
scheduled to review the agreement Nov. 10.
"Until this is entered officially in court, and until we have heard what Mr. Foley and the judge have to say, we really need to reserve comment," Rymer said.
"It's not really a done deal."
In addition to the $60 million payout to residents, Lockheed Martin has paid former workers $33 million to settle claims they got sick from exposure to toxic
chemicals the company used during decades of defense and aerospace manufacturing. The company has never admitted liability, however.
A separate lawsuit against Lockheed Martin in federal court in Los Angeles, involving different plaintiffs, is unaffected by the settlement in the state case.
Plaintiffs' attorney Bruce L. Simon said Tuesday that settlement talks are underway, but Lockheed Martin has not made an offer in that case.
On Tuesday, Foley said he notified company officials that his clients would accept the company's settlement offer. Foley has declined to say how much each
plaintiff will get after court costs and attorney fees. According to figures provided by one plaintiff, however, the settlement would average about $3,000 per
family.
*
The settlement will be divided among the plaintiffs based on a number of factors, Foley said, including how long they lived in Burbank, how close they lived to
Lockheed Martin's factories and the kinds of illnesses they have suffered.
Without the settlement, Foley said, many of the claims may have been dismissed next month.
Lockheed Martin has argued the plaintiffs waited too long after learning about the potential dangers of living near the Lockheed Martin plant to file their
lawsuits.
Based on previous decisions, West, the judge, could find that anyone who had a newspaper delivered to their home between 1984 and 1994 should have known
about Lockheed Martin's toxic releases, so they missed the one-year statute of limitations to sue the company.
If the cases were dismissed, the plaintiffs could be held liable for Lockheed Martin's legal costs, Foley said.
"It's obviously an issue," he said. "Most of our clients are elderly and own their own homes," which they could lose if Lockheed Martin sought to recoup its

costs from them.
But Lockheed Martin's Rymer said the company would never seek to force people to sell homes.
"That's nonsense. We have not been in this litigation to take people's houses," she said. "We have been in this litigation to defend ourselves, to establish that
we have not put people at risk, and we feel we have accomplished that. And we will continue to defend ourselves against meritless claims."
Murray-Madrid, 44, and her sister, Erin Baker, 43, said they voted against taking the money, but they were outvoted by the other plaintiffs and the settlement
was accepted for all.
"I think the settlement is a ridiculously low amount of money," Murray-Madrid said.
She asserts that her medical symptoms--from seizures to Hodgkin's disease--can all be linked directly to the chemicals that Lockheed Martin has admitted
releasing into the environment.
"I refuse to back down to Lockheed," she said, "no matter how powerful Lockheed is."
*
Murray-Madrid believes Lockheed Martin is settling with residents before the public learns more about the extent of problems with chromium 6. A byproduct
of metal plating, chromium 6 is a known carcinogen when inhaled and a suspected carcinogen in drinking water.
"Chromium 6 is on the verge of exploding" as a public health issue, Murray-Madrid predicted.
Lockheed Martin's settlement offer comes as government regulators are investigating elevated chromium 6 levels in the San Fernando Valley's drinking-water
supplies.
Lockheed Martin has admitted releasing toxins, including chromium 6, into the environment while building airplanes, but has maintained that residents were
not exposed to them in levels sufficient to have caused their alleged illnesses.
The former Lockheed Corp. built airplanes in Burbank for six decades. Then, in the early 1990s, Lockheed merged with Martin-Marietta and moved its
headquarters to Bethesda, Md.
In 1986, the federal government declared the underground water basin in the east San Fernando Valley around Lockheed a Superfund cleanup site. Since then,
Lockheed Martin has spent $265 million to clean the soil and water underneath its old factories--most of which has been reimbursed by the federal
government and other smaller polluters.

Copyright 2017 Los Angeles Times

Index by Keyword | Index by Date | Privacy Policy | Terms of Service

U.S. Equal Employment Opportunity Commission

PRESS RELEASE
11-21-96

EEOC AND MARTIN MARIETTA (LOCKHEED MARTIN) SETTLE MAJOR
CLASS ACTION LAWSUIT
DENVER -- The U.S. Equal Employment Opportunity Commission (EEOC) and Martin Marietta Corporation, now
Lockheed Martin, have agreed to settle a lawsuit filed under the Age Discrimination in Employment Act (ADEA). U.S.
District Court Judge Wiley Y. Daniel today gave preliminary approval to the settlement which provides $13 million in
backpay and 450 jobs to laid-off employees who were affected by age discrimination.
At a press conference here to announce the settlement, EEOC Chairman Gilbert F. Casellas said, "This settlement
underscores EEOC's commitment to upholding the job rights of older workers and ensuring nondiscrimination in corporate
layoff and downsizing practices." The Chairman also lauded the use of mediation in resolving the bias issues contained in
the agency's lawsuit. "The EEOC is committed to using mediation techniques where appropriate and feasible," he said.
EEOC's suit, originally filed in May 1994, claimed that Martin targeted its employees age 40 and over for a series of
massive layoffs and forced retirements over a five-year period. Under the terms of the settlement, which is in the form of a
proposed consent decree, Martin will pay $13 million to an estimated 2,000 former employees who were laid off between
January 1, 1990, and December 31, 1994, from non-union jobs in Martin's Astronautics Group. Payments will also go to
affected former workers in the Information and Communications System organization of the company's Information
Systems Group working in Colorado. Most of the beneficiaries worked in Colorado.
In addition, the settlement provides that Martin will rehire at least 450 older workers who were laid off in those years.
Some 204 older laid-off employees had already been rehired by Martin as of early August 1996.
Martin has also agreed to provide free outplacement services for two years to every former employee in the class who
completes a claim form notifying the company of an interest in these services. In addition, the company will pay for a
maximum of two courses per semester and as many as eight courses per class member who participates in the
settlement. The courses will be offered at the company's Evening Institute, and will include college-level courses. Many of
these courses are expected to be particularly helpful in upgrading the engineering and computer skills of individuals who
wish to compete for future job openings. There are also provisions for re-training managers in nondiscriminatory decision
making, including reductions in force. The Commission will monitor compliance with settlement terms for five years.
EEOC General Counsel C. Gregory Stewart said the settlement means that "valuable employees are being reemployed or
retrained" by Martin. "But best of all," he added, "the avoidance of a lengthy trial made a real difference in the lives of the
real people behind the charges that led to today's consent decree."
Judge Daniel has set March 5, 1997, as the date for final hearing on the decree.
In addition to enforcing the ADEA, EEOC enforces Title VII of the Civil Rights Act of 1964, which prohibits employment
discrimination based on race, color, religion, sex, or national origin; the Equal Pay Act; Title I of the Americans with
Disabilities Act, which prohibits employment discrimination against people with disabilities in the private sector and state
and local governments; prohibitions against discrimination affecting individuals with disabilities in the federal government;
and sections of the Civil Rights Act of 1991.

U.S. Equal Employment Opportunity Commission

PRESS RELEASE
1-2-08

LOCKHEED MARTIN TO PAY $2.5 MILLION TO SETTLE RACIAL
HARASSMENT LAWSUIT
EEOC Says African American Electrician Subjected to ‘N-Word’ and Threats of Lynching at Worksites Across the
Country
HONOLULU -- The U.S Equal Employment Opportunity Commission (EEOC) today announced a major settlement of a
race discrimination and retaliation lawsuit against Lockheed Martin, the world’s largest military contractor, for $2,500,000
and other relief on behalf of an African American electrician who was subjected to a racially hostile work environment at
several job sites nationwide – including threats of lynching and the “N-word.”
The monetary relief for former Lockheed employee Charles Daniels is the largest amount ever obtained by the EEOC for
a single person in a race discrimination case, and one of the largest amounts recovered for an individual in any litigation
settlement by the agency. Additionally, the Bethesda, Md.-based company agreed to terminate the harassers and make
significant policy changes to address any future discrimination, the EEOC said at a press conference in Hawaii.
The EEOC’s suit, filed in August 2005, alleged that Daniels was subjected to severe racial harassment while working on
military aircrafts as part of a field service team in Jacksonville, Fla., Whidbey Island, Wash., and Oah’u, Hawaii. The
EEOC charged that Daniels was the target of persistent verbal abuse by coworkers and a supervisor whose racial slurs
and offensive language included calling him the “N-word” and saying “we should do to blacks what Hitler did to the Jews”
and “if the South had won then this would be a better country.” Daniels was also subjected to multiple physical threats,
such as lynching and other death threats after he reported the harassment. Despite its legal obligations, Lockheed failed
to discipline the harassers and instead allowed the discrimination against Daniels to continue unabated – even though the
company was aware of the unlawful conduct.
Commenting on the settlement, Daniels said: “As an armed forces veteran who swore to defend the rights and interest of

Americans around the globe, I find it sad that the U.S. government had to sue its largest defense contractor Lockheed
Martin -- whose slogan is ‘We never forget who we’re working for’ -- to protect my rights here at home!”
Daniels added, “I am pleased that we stood up for justice, because it should help all hard-working Americans of every
race and gender to know that we have rights and protections guaranteed under the laws of this nation.”
EEOC Regional Attorney William Tamayo said, “This is a very good resolution because Lockheed Martin agreed to
terminate and permanently bar Daniel’s harassers from employment. It sends a powerful message that racism cannot
and must not be tolerated.”
Raymond Cheung, the EEOC attorney who led the government’s litigation effort, added, “To combat the harassment and
threats faced by Mr. Daniels is at the heart of why the EEOC was created. Despite concerns of retaliation, this man had
the courage to stand up and make public what happened to him, in an effort to ensure that it would not happen to anyone
else. It has been a once-in-a-lifetime honor to work on this case.”
The litigation and consent decree were filed by the EEOC under Title VII of the Civil Rights Act in the U.S. Court for the
District of Hawaii (U.S. Equal Employment Opportunity Commission v. Lockheed Martin, CV-05-00479).
EEOC Honolulu Local Office Director Timothy Riera praised the agency’s lead investigator in the case, Gloria Gervacio,
and said: “The overt harassment to which Mr. Daniels was subjected in Hawaii represents some of the most severe
misconduct this office has come across. It is imperative that employers here take proactive measures to ensure that
discrimination complaints are taken seriously and that all employees work in an environment free of harassment.”
Racial harassment charge filings with EEOC offices nationwide have more than doubled since the early 1990s from 3,075
in Fiscal Year 1991 to approximately 7,000 in FY 2007 (based on preliminary year-end data). Additionally, race remains
the most frequently alleged basis of discrimination in charges brought to the EEOC, accounting for about 36% of the
agency’s private sector caseload.
On Feb. 28, 2007, EEOC Chair Naomi C. Earp launched the Commission's E-RACE Initiative (Eradicating Racism And
Colorism from Employment), a national outreach, education, and enforcement campaign focusing on new and emerging
race and color issues in the 21st century workplace. Further information about the E-RACE Initiative is available on the
EEOC’s web site at http://www.eeoc.gov/initiatives/e-race/index.html
The EEOC enforces federal laws prohibiting employment discrimination based on race, color, gender, religion, national
origin, age and disability. Further information about the EEOC is available on its web site at http://www.eeoc.gov.
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Federal Contractor Misconduct Database (FCMD)
The federal government routinely awards contracts to companies with histories of misconduct, including contract fraud and other
violations. POGO believes that providing this website will help to improve contracting decisions and increase public knowledge of
how the government spends billions of taxpayer dollars each year. Read more…
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Lockheed Martin
84 instances of misconduct since 1995 | $812.9M in penalties
Headquartered in Bethesda, Md., Lockheed Martin employs about 135,000 people worldwide and is principally engaged in the research, design,
development, manufacture, integration and sustainment of advanced technology systems, products and services.

Correspondence

Date

FY

Rank

Contract Awards

Letter to Lockheed Martin

10/13/2006

2016

#1

$43,399.4M

Second Letter to Lockheed

10/25/2006

2015

#1

$36,259.9M

Third Letter to Lockheed Martin

11/17/2006

2014

#1

$32,229.9M

5/31/2008

2013

#1

$44,114.4M

2012

#1

$36,961.8M

2011

#1

$42,446.9M

Fourth Letter to Lockheed Martin

84 Instances of Misconduct since 1995
5 additional instances of misconduct pending resolution.
Date
1/26/2017

Instance
Braden v. Lockheed Martin (Age Discrimination)

Penalty
$51,560,000

Lockheed Martin

8/11/2016

San Diego Marine Terminal Railway Facility Cleanup

$5,800,000

General Dynamics, Lockheed Martin

2/23/2016

Moeller v. Lockheed Martin Space Systems (Whistleblower Retaliation)

Pending

Lockheed Martin

2/9/2016

PCB/TCE Contamination in Aniak, Alaska

$0

AT&T Inc., Exelis, Lockheed Martin

12/28/2015

Van Dorn et al. v. Sikorsky et al. (MH-53E Sea Dragon Crash)

$0

General Electric, L-3 Communications, Lockheed Martin

8/21/2015

Using Federal Funds for Lobbying

$4,790,042

Lockheed Martin

5/27/2015

Violations of Classified Information Requirements at Sandia National Laboratories

$577,500

Lockheed Martin

3/27/2015

C-130 Fuel Overbilling
Lockheed Martin

$2,000,000

3/13/2015

Balderrama v. Lockheed Martin (Retaliatory Firing)

$830,000

Lockheed Martin

1/20/2015

Misclassification of Workers at Petaluma Coast Guard Facility

$201,000

Lockheed Martin

12/19/2014

Overbilling on the CR2 and S3 Contracts

$27,500,000

Lockheed Martin

5/23/2014

U.S. v. Simmons (Conspiracy to Defraud the Government)

$0

Lockheed Martin

2/14/2014

U.S. v. Johnson (Conspiracy to Commit Wire Fraud)

$2,117,967

Lockheed Martin

11/25/2013

Command Technology v. Lockheed Martin (Unfair Competition)

$24,800,000

Lockheed Martin

10/11/2013

Marth v. Lockheed Martin (Disability Discrimination, Constructive Discharge)

Pending

Lockheed Martin

2/19/2013

City of Pontiac General Employees' Retirement System v. Lockheed Martin (Securities Fraud)

$19,500,000

Lockheed Martin

1/22/2013

Bailey v. Lockheed Martin (Unfair Dismissal)

$0

Lockheed Martin

8/31/2012

Isley, et al. v. Lockheed Martin (Mischarging, Retaliation)

$0

Lockheed Martin

3/23/2012

Becker v. Tools & Metals Inc. (Mischarging the Government)

$15,850,000

Lockheed Martin

3/12/2012

Haney v. Boeing, et al. (Wrongful Death)

$0

Boeing Company, Honeywell International Inc., Lockheed Martin and 1 more…

5/30/2011

Kevin v. Lockheed Martin (Violation of McNamara-O’Hara Service Contract Act)

$8,555

Lockheed Martin

2/23/2011

U.S. ex rel. Rambo v. Fluor Hanford, et al. (Using Federal Funds for Lobbying)

$0

Fluor Corporation, G4S PLC, Jacobs Engineering Group, Inc. and 1 more…

1/24/2011

Bid-Rigging on NAVO MSRC Contract

$2,000,000

Lockheed Martin

12/20/2010

Moses Lake Wellfield Superfund Site Cleanup

$500,000

Lockheed Martin

12/17/2010

Mischarged Costs on C27J Aircraft Program

$10,280,000

Lockheed Martin

11/10/2010

Pantano Wash Hazardous Waste Disposal Settlement

$90,750

Lockheed Martin

1/15/2010

Brown v. Lockheed Martin (Whistleblower Retaliation)

$75,000

Lockheed Martin

9/21/2009

Rix v. Lockheed Martin (Failure to Pay Overtime Wages)

$0

Lockheed Martin

6/29/2009

Olsen v. Lockheed Martin (Defective Coatings on the F-22)

Pending

Lockheed Martin

5/26/2009

Davis v. Lockheed Martin (Defective F-35 Joint Strike Fighter Software)
Lockheed Martin

Pending

5/7/2009

Cleanup at Quehanna Wild Area Nuclear Site

Pending

Lockheed Martin

2/10/2009

DeKort v. Integrated Coast Guard Systems

$0

Lockheed Martin

12/23/2008

Bell v. Lockheed Martin (Sex Discrimination)

$0

Lockheed Martin

10/13/2008

Wastewater Discharge

$49,047

Lockheed Martin

8/1/2008

Violations of Arms Export Control Act and International Traffic in Arms Regulations

$4,000,000

Lockheed Martin

6/19/2008

Meacham, et al. v. Knolls Atomic Power Laboratory (Age Discrimination)

$0

Lockheed Martin

5/12/2008

Titan IV Rocket Billing Problems

$10,500,000

Lockheed Martin

4/7/2008

Age Discrimination and Retaliation

$904,000

Lockheed Martin

1/2/2008

Racial Discrimination and Retaliation

$2,500,000

Lockheed Martin

10/23/2007

Embezzlement of PAC Funds

$165,516

Lockheed Martin

10/1/2007

Ernest v. Lockheed Martin (Unlawful Termination)

$249,991

Lockheed Martin

8/9/2007

Self-Reported F-35 Overbilling

$265,000,000

Lockheed Martin

6/5/2007

Flight Service Station Problems

$3,000,000

Lockheed Martin

9/11/2006

Abbott, et al. v. Lockheed Martin (Mismanagement of Retirement Plans)

$62,000,000

Lockheed Martin

8/21/2006

Federal Election Law Violation

$27,000

Lockheed Martin

11/17/2005

Violations of the Resource Conservation and Recovery Act (Sandia National Laboratories)

$270,000

Lockheed Martin

9/1/2005

Tallevast, Florida Groundwater Toxic Contamination

$0

Lockheed Martin

5/10/2005

Toxic Substances Control Act Violation (PCBs - 2005)

$66,700

Lockheed Martin

4/1/2005

Violations of Louisiana Environmental Quality Act

$4,500

Lockheed Martin

1/4/2005

Rocket System Support Contract Mischarge

$1,400,000

Lockheed Martin

10/29/2004

Contract Dispute (Idaho National Engineering and Environmental Laboratory)

$66,000,000

Lockheed Martin

8/28/2003

RCRA and False Claims Act Violations at Paducah Gaseous Diffusion Plant

$5,000,000

Lockheed Martin

8/27/2003

Campbell v. Lockheed Martin (Jet Navigation Contracts)

$37,900,000

Lockheed Martin

6/10/2003

Lockheed Engineering Sciences Corporation Case (False and Fraudulent Lease Cost Claims)

$7,100,000

Lockheed Martin

3/3/2003

Korea Supply Company v. Lockheed Martin (Bribery)

$0

Lockheed Martin

1/23/2003

Heiser v. Lockheed Martin (Inflated Costs in Contract for Flight Training Programs)

$1,407,834

Lockheed Martin

11/27/2002

Cable & Computer Technology v. Lockheed Martin (Unfair Business Practices)

$12,800,000

Lockheed Martin

9/18/2002

Hornet Aircraft Components (False Claims Act)

$0

Lockheed Martin

8/1/2002

Improper charges to the Navy (Trident Missle Program)

$2,122,603

Lockheed Martin

5/2/2002

Groundwater Cleanup Violation (at the Burbank area of the San Fernando Valley Superfund Site)

$1,300,000

Lockheed Martin

4/22/2002

Overcharging the National Imagery and Mapping Agency

$530,000

Lockheed Martin

10/29/2001

Emissions Violations at the Idaho National Engineering and Environmental Laboratory

$130,176

Lockheed Martin

8/27/2001

United States ex rel. Beattie, et al. v COMSAT (Alleged Contract Fraud)

$8,500,000

Lockheed Martin

3/31/2001

Rent Overcharge

$10,500,000

Lockheed Martin

8/28/2000

Nuclear Safety Violations (Oak Ridge, TN)

$1,045,000

Lockheed Martin

6/13/2000

Space Launch Information Transfer to China (Arms Export Violation)

$13,000,000

Lockheed Martin

5/5/2000

Overcharging for Anti-Submarine Equipment

$5,000,000

Lockheed Martin

8/20/1999

Nuclear Waste Storage Violation (Idaho National Engineering and Environmental Laboratory)

$220,000

Lockheed Martin

4/22/1999

U.S. ex rel. Howard, et al. v. Lockheed Martin (Military Aircraft False Claims)

$0

Lockheed Martin

11/18/1998

Reactor Safety Violations (Oak Ridge National Laboratory)

$123,750

Lockheed Martin

9/21/1998

Falsification of Testing Records (Idaho National Engineering and Environmental Laboratory)

$55,000

Lockheed Martin

7/2/1998

Toxic Substances Control Act Violation (PCBs - 1998)

$12,750

Lockheed Martin

6/8/1998

Nuclear Safety Violations (Idaho National Engineering and Environmental Laboratory)
Lockheed Martin

$125,000

3/26/1998

Price Inflation (NEXRAD Radar System)

$0

Lockheed Martin

1/12/1998

Defective Pricing (1998)

$7,870,177

Lockheed Martin

10/3/1997

Unlicensed Exports to South Korea

$45,000

Lockheed Martin

8/14/1997

Radioactive Work Control Deficiencies (Sandia National Laboratories)

$56,250

Lockheed Martin

7/14/1997

Real Estate Appraisal Scheme

$202,500

Lockheed Martin

3/5/1997

Radiation Exposure (Idaho National Engineering and Environmental Laboratory)

$25,000

Lockheed Martin

2/12/1997

Violations of the National Labor Relations Act (1991-1992 Strike)

$4,350,000

Lockheed Martin

12/20/1996

Procurement Fraud

$2,252,501

Lockheed Martin

11/21/1996

Age Discrimination

$13,000,000

Lockheed Martin

10/18/1996

Radar Antenna Pricing (E-2C Hawkeye Aircraft)

$500,000

Lockheed Martin

9/18/1996

Cost/Labor Mischarge (1996)

$17,272

Lockheed Martin

8/14/1996

Radiological Control Deficiencies (Sandia National Laboratories)

$5,000

Lockheed Martin

8/1/1996

Groundwater Treatment (Burbank, CA)

$67,000,000

Lockheed Martin

4/9/1996

Defective Pricing (1996)

$1,172,062

Lockheed Martin

11/21/1995

Contractor Kickbacks

$146,000

Lockheed Martin

8/1/1995

Aircraft Sale to Egypt (Foreign Corrupt Practices Act Violations)

$24,800,200

Lockheed Martin

Total

Contractor Contact Information
Company Headquarters
6801 Rockledge Drive
Bethesda, MD 20817
Phone: (301) 897-6000

Contractor Links

$812,931,643

Annual Report
Contracting Information
Ethics Page
FTC Enforcement Actions
Good Jobs First's Violation Tracker
Hoovers Profile
Lobbying Information
Political Activity
Press Page
SEC 10K
Website
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May 29, 2008
Lockheed Martin Corporation
6801 Rockledge Drive
Bethesda, MD 20817
Dear Sir or Madam:
Sometime in the next few weeks, the Project On Government Oversight (POGO)
will update its Federal Contractor Misconduct Database
(http://www.contractormisconduct.org/), a compilation of information from public
resources regarding government contractors, including Lockheed Martin. On
August 16, 2005, December 2, 2005 and October 31, 2006, we sent Lockheed
Martin information regarding findings in POGO’s database. As of today, we have
not received a response from you. I have enclosed the findings relevant to your
company, and I am seeking verification of this data.
Any response would be greatly appreciated, as the accuracy of this information is
in the best interest of all parties. Out of fairness to Lockheed Martin, please be
assured that any response received by POGO will be posted on the website along
with the data.
The biggest change we will be making to the database is the inclusion of more
federal contractors (the top 100). We are also adding new instances that we have
found in recent months and updating instances already in the database with new
information. Please note that the database also includes pending instances, but these
are kept separate from resolved instances and are not included in the totals.
If you have any questions, I can be reached at (202) 347-1122. Thank you for your
time and consideration.
Sincerely,

Neil Gordon
Investigator
Enclosure

Instances
1. Age Discrimination
Date: 11/21/1996 (Date of Settlement)
Misconduct Type: Labor
Enforcement Agency: EEOC
Contracting Party: None
Court Type: Civil
Amount: $13,000,000
Disposition: Settlement
Synopsis: Lockheed settled allegations from the Equal Employment Opportunity Commission
that Martin Marietta targeted older employees in layoffs, in violation of the Age Discrimination
in Employment Act. “EEOC’s suit, originally filed in May 1994, claimed that Martin targeted its
employees age 40 and over for a series of massive layoffs and forced retirements over a five-year
period. Under the terms of the settlement, which is in the form of a proposed consent decree,
Martin will pay $13 million to an estimated 2,000 former employees who were laid off between
January 1, 1990, and December 31, 1994, from non-union jobs in Martin's Astronautics Group.
Payments will also go to affected former workers in the Information and Communications
System organization of the company's Information Systems Group working in Colorado.”
2. United States ex rel. Beattie, et al. v COMSAT (Alleged Contract Fraud)
Date: 08/27/2001 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Navy
Contracting Party: Defense - Navy
Court Type: Civil
Amount: $8,500,000
Disposition: Settlement
Synopsis: "ElectroMechanical Systems, Inc., along with its current and former corporate parents
- COMSAT Corporation, CRSI, Inc. and Lockheed Martin Global Telecommunications, LLC have agreed to pay the United States $1 million to settle allegations related to contract fraud....
ElectroMechanical already paid $7.5 million in criminal restitution in connection with the
allegations that it lied about its costs when negotiating contracts for the repair and restoration of
radar pedestals installed on U.S. warships....[ElectroMechanical] directed its employees to record
time spent on other tasks to labor hour accounts assigned to Navy restoration contracts and
destroyed records in order to mislead government auditors."
3. Cable & Computer Technology v. Lockheed Martin (Unfair Business Practices)
Date: 11/27/2002 (Date of Decision)
Misconduct Type: Non-governmental Contract Fraud
Enforcement Agency: Non-Governmental
Contracting Party: Non-Governmental
Court Type: Civil
Amount: $12,800,000
Disposition: Judgment Against Defendant
Synopsis: Lockheed Sanders and Lockheed Martin Federal Systems paid damages related to
bidding for a Boeing contract for breach of contract (in a teaming agreement with Cable &

Computer Technology) and violating Unfair Business Practices and the Cartwright Act. “A jury
has determined that Sanders, a subsidiary of Lockheed, entered into a contract with CCT to team
in making a bid to Boeing for the computer upgrade on the B-1B bomber project of the Air
Force. That contract was no mere agreement to agree. It was found by the district court to have
'no missing terms.' In the course of the contract Sanders supplied information on CCT’s pricing
to Owego, another Lockheed subsidiary also bidding on the Boeing project. Less than two weeks
before the bid was due, Sanders broke its contract with CCT, leaving it without a partner or time
to find one.” See 2002 U.S. App. LEXIS 24501
4. Campbell v. Lockheed Martin (Jet Navigation Contracts)
Date: 08/27/2003 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Air Force
Contracting Party: Defense - Air Force
Court Type: Civil
Amount: $37,900,000
Disposition: Settlement
Synopsis: Lockheed settled a case involving violations of the Truth in Negotiations Act, 10
U.S.C. § 2306a, and the False Claims Act, 31 U.S.C. § 3729, et seq. “The qui tam suit accused
Lockheed Martin of deliberately inflating the cost of four contracts for the purchase of
navigation and targeting pods for military jets. Campbell’s complaint alleged that Lockheed
Martin violated the Act by knowingly failing, among other things, to provide current, accurate
and complete cost and pricing data to Air Force contract negotiators. Government contractors are
required by the Truth in Negotiations Act to provide accurate and complete cost data to
government contract negotiators.”
5. Contractor Kickbacks
Date: 11/21/1995 (Date of Settlement)
Misconduct Type: Ethics
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $146,000
Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Lockheed paid $146,000 to settle allegations of “contractor/subcontractor kickbacks” involving
Lockheed Martin Aeronautical Systems.
6. Cost/Labor Mischarge (1996)
Date: 09/18/1996 (Date of Settlement)
Misconduct Type: Cost/Labor Mischarge
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $17,272
Disposition: Settlement

Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Lockheed paid $17,272 to settle allegations of “cost/labor mischarging” involving its subsidiary,
Loral Federal Systems.
7. Defective Pricing (1996)
Date: 04/09/1996 (Date of Settlement)
Misconduct Type: Defective Pricing
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $1,172,062
Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Lockheed paid $1,172,062 to settle allegations of “defective pricing” involving its subsidiary,
Martin Marietta Electronic Systems.
8. Defective Pricing (1998)
Date: 01/12/1998 (Date of Settlement)
Misconduct Type: Defective Pricing
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $7,870,177
Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Lockheed Martin Control Systems Division paid $7,870,177 to settle allegations of defective
pricing.
9. Unlicensed Exports to South Korea
Date: 10/03/1997 (Date of Fine)
Misconduct Type: Import/Export
Enforcement Agency: Commerce
Contracting Party: International
Court Type: Administrative
Amount: $45,000
Disposition: Fine
Synopsis: "The Commerce Department today imposed a $45,000 civil penalty on Lockheed
Martin Corporation (formerly Martin Marietta Corporation), to settle allegations that Martin
Marietta exported graphic/epoxy prepreg material from the United States to South Korea,
without obtaining the required validated export licenses" on nine occasions between March 11,
1992, and June 3, 1994.
10. Emissions Violations at the Idaho National Engineering and Environmental Laboratory
Date: 10/29/2001 (Date of Press Release)
Misconduct Type: Environment
Enforcement Agency: EPA

Contracting Party: Energy
Court Type: Administrative
Amount: $130,176
Disposition: Fine
Synopsis: Lockheed was fined for violations of federal asbestos and CFC (chlorofluorocarbon)
emission laws at the Idaho National Engineering and Environmental Laboratory (INEEL). “EPA
found that at various times from June 15, 1997, to July 1, 2000, no records were kept of what
service was performed and how much refrigerant was added to comfort cooling systems at the
Idaho Nuclear Technical and Engineering Center (INTEC) at INEEL. In addition, EPA found
that comfort cooling systems with annualized leak rates greater than 15% were not repaired
within 30 days.” See related Bechtel Corporation misconduct instance, "Violations of CFC and
Asbestos Emissions Laws."
11. Groundwater Cleanup Violation (at the Burbank area of the San Fernando Valley Superfund
Site)
Date: 05/02/2002 (Date of Fine)
Misconduct Type: Environment
Enforcement Agency: EPA
Contracting Party: EPA
Court Type: Administrative
Amount: $1,300,000
Disposition: Fine
Synopsis: Lockheed was fined by the EPA for failing to operate a pump and treating
groundwater cleanup system at less than full capacity. “Beginning in June 2000 Lockheed failed
to operate the treatment system at the 9,000 gallons per minute rate set forth in a 1992 cleanup
agreement between Lockheed and the EPA. The large capacity treatment system was built to
remove TCE and PCE, hazardous chemicals, from the groundwater at the Burbank Superfund
site.”
12. Groundwater Treatment (Burbank, CA)
Date: 08/01/1996 (Date of Settlement)
Misconduct Type: Environment
Enforcement Agency: Non-Governmental
Contracting Party: None
Court Type: Civil
Amount: $67,000,000
Disposition: Settlement
Synopsis: Lockheed paid approximately $67 million to resolve claims by Burbank, CA residents
regarding the treatment of local groundwater. “The settlement…resolved, without litigation,
claims of personal injury and property damage asserted by the residents and alleged to be related
to environmental contamination stemming from historical operations of the former facility. The
Corporation settled the matter for business reasons after a lengthy mediation, without any
admission of liability, notwithstanding its continuing position that the facility does not and has
not posed a risk to the community.”
13. Heiser v. Lockheed Martin (Inflated Costs in Contract for Flight Training Programs)

Date: 01/23/2003 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Air Force
Contracting Party: Defense - Air Force
Court Type: Civil
Amount: $1,407,834
Disposition: Settlement
Synopsis: Lockheed settled allegations that its Loral Corp. subsidiary inflated costs in a contract
with the Air Force, in violation of the False Claims Act, 31 U.S.C. § 3729, et seq. “In 1992,
Loral contracted with the government to update flight training programs, including simulated
programs for the F-15E Weapon System Trainer (WST) being developed by the Air Force. The
lawsuit, which was unsealed today, alleges that Loral wrongfully inflated estimated costs it was
required to disclose during contract negotiations, resulting in an inflated contract price and false
claims for payment under the contract.”
14. Improper charges to the Navy (Trident Missle Program)
Date: 08/01/2002 (Date of Settlement)
Misconduct Type: Defective Pricing
Enforcement Agency: Defense – Navy
Contracting Party: Defense - Navy
Court Type: Civil
Amount: $2,122,603
Disposition: Settlement
Synopsis: Lockheed Martin’s Tactical Systems Division settled a case involving allegations of
false and fraudulent claims in a contract with the Navy, a violation of the False Claims Act, 31
U.S.C. § 3729, et seq. “The government contended that, while still a part of Unisys Corporation,
the Tactical Systems Division began improperly charging the Strategic Systems Program of the
Navy for bid and proposal costs on a series of defense contracts for services and materials for the
Trident Missile Program during the period from 1988 through 1996.”
15. Korea Supply Company v. Lockheed Martin (Bribery)
Date: 03/03/2003 (Date of Opinion)
Misconduct Type: Ethics
Enforcement Agency: Non-Governmental
Contracting Party: International
Court Type: Civil
Amount: Undisclosed
Disposition: Settlement
Synopsis: It is alleged that, in 1996, Loral Corporation (later acquired by Lockheed Martin and
renamed Lockheed Martin Tactical Systems, Inc.) had given bribes and sexual favors to South
Korean officials to win a contract for an aircraft radar system. The Korea Supply Company,
which represented a competing bidder, sued Lockheed in California under the California Unfair
Competition Law (“UCL”), claiming it lost out on a multi-million dollar commission due to
Lockheed Martin’s alleged illegal conduct. After seven years of litigation, the parties settled the
case. The terms of the settlement are confidential.

16. Lockheed Engineering Sciences Corporation Case (False and Fraudulent Lease Cost Claims)
Date: 06/10/2003 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: NASA
Contracting Party: NASA
Court Type: Civil
Amount: $7,100,000
Disposition: Settlement
Synopsis: Lockheed Martin settled alleged violations of the False Claims Act, 31 U.S.C. § 3729,
et seq., and Federal Acquisition Regulations in a building lease agreement with NASA. “The
dispute focused upon the government’s contention that as part of the costs included in the 10
year lease agreement negotiated in 1992, [Lockheed] included charges associated with
promissory notes it held as interest bearing debt. This debt was concealed in the lease costs and
charged to NASA during the course of the contract.”
17. Nuclear Safety Violations (Idaho National Engineering and Environmental Laboratory)
Date: 06/08/1998 (Date of Fine)
Misconduct Type: Labor
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Administrative
Amount: $125,000
Disposition: Fine
Synopsis: Lockheed Martin Idaho Technologies Company was fined by the Department of
Energy for violating nuclear safety regulations. “Workers removed a plastic cover that had
become highly contaminated with the radioactive material. When the cover was moved for
disposal, the radioactive europium powder spread and contaminated the entire facility. Exposures
to six workers were about 10 millirem each, compared to a maximum annual limit of 5,000
millirem at all DOE sites.”
18. Nuclear Safety Violations (Oak Ridge, TN)
Date: 08/28/2000 (Date of Fine)
Misconduct Type: Labor
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Administrative
Amount: $1,045,000
Disposition: Fine
Synopsis: Lockheed Martin Energy Systems was fined by the Department of Energy for
multiple violations of nuclear safety requirements at its site in Oak Ridge, TN. These violations
included: (1) The December 8, 1999, explosion of sodium potassium liquid metal in the Alpha 5
Facility that resulted in injury to 11 workers. The contractor failed to identify and mitigate the
explosive hazards associated with this material, despite a number of opportunities to do so.; (2)
Violations of criticality safety requirements and work process controls which resulted in a DOEordered operational stand down on November 5, 1999, and curtailment of fissile material
movements in Building 9212 on December 14, 1999; (3) Significant deficiencies in the design,

procurement and fabrication of the Hydrogen Fluoride Supply System, a critical system required
for resumption of enriched uranium operations. The investigation identified failures with
virtually every phase of the project; and (4) Numerous examples of violations occurring during
the period July 1998 to December 1999 involving failure to adhere to Operational Safety
Requirements and other Authorization Basis requirements.
19. Nuclear Waste Storage Violation (Idaho National Engineering and Environmental
Laboratory)
Date: 08/20/1999 (Date of Fine)
Misconduct Type: Environment
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Administrative
Amount: $220,000
Disposition: Fine
Synopsis: Lockheed Martin Idaho Technologies Company was fined by the Department of
Energy for violating nuclear waste storage regulations. “The violations at INEEL [Idaho
National Engineering and Environmental Laboratory] involved procurement of waste containers
and nuclear fuel storage buckets, along with other operational quality issues at INEEL nuclear
facilities.”
20. Price Inflation (NEXRAD Radar System)
Date: 03/26/1998 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Commerce
Contracting Party: Commerce
Court Type: Civil
Amount: Unknown
Disposition: Settlement
Synopsis: Lockheed and Unisys Corporation paid $3.15 million to settle a case involving
allegations that Unisys inflated the prices of spare parts sold to the Department of Commerce for
its NEXRAD Doppler Radar System, in violation of the False Claims Act, 31 U.S.C. § 3729, et
seq. “…the settlement resolves allegations that Unisys knew that prices it paid Concurrent
Computer Corporation for the spare parts were inflated when it passed on those prices to the
government. Unisys had obtained price discounts from Concurrent on other items Unisys was
purchasing from Concurrent at Unisys' own expense in exchange for agreeing to pay Concurrent
the inflated prices.” Lockheed Martin succeeded Unisys on the contract between Commerce and
Unisys for the NEXRAD system.
21. Procurement Fraud
Date: 12/20/1996 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $2,252,501

Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Lockheed paid $2,252,501 to settle allegations of “procurement fraud” involving Lockheed
Martin predecessor company, Martin Marietta.
22. Radar Antenna Pricing (E-2C Hawkeye Aircraft)
Date: 10/18/1996 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Navy
Contracting Party: Defense - Navy
Court Type: Civil
Amount: $500,000
Disposition: Settlement
Synopsis: Lockheed settled allegations that Randtron Systems (part of Lockheed Martin Tactical
Systems) did not give pertinent information about radar antennae to the government that would
have lowered their price, in violation of the Truth in Negotiations Act, 10 U.S.C. § 2306a, and
the False Claims Act, 31 U.S.C. § 3729, et seq. “The government alleged that during
negotiations for four production subcontracts from 1986 through 1988 Randtron failed to make
required disclosures to Grumman and Department of Defense officials that it had substantial
quantities of excess parts and materials left over from prior antenna production jobs that it
intended to use in the contracts under negotiation. The government claimed that if Randtron had
made such disclosures the Navy would have negotiated lower prices for the radar antennas.”
23. Radiation Exposure (Idaho National Engineering and Environmental Laboratory)
Date: 03/05/1997 (Date of Fine)
Misconduct Type: Labor
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Administrative
Amount: $25,000
Disposition: Fine
Synopsis: The Department of Energy fined the Lockheed Martin Idaho Technologies Company
for violating nuclear safety regulations. “The violations occurred in July 1996 when five workers
in the INEEL [Idaho National Engineering and Environmental Laboratory] Waste Calcining
Facility received unplanned internal radiation exposures. A worker cutting into a pipe caused
airborne radiological contamination to be spread throughout the room. The workers, unaware of
the airborne contamination and unprotected by respirators, remained in the contaminated
environment for approximately 40 minutes.”
24. Reactor Safety Violations (Oak Ridge National Laboratory)
Date: 11/18/1998 (Date of Fine)
Misconduct Type: Environment
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Administrative
Amount: $123,750

Disposition: Fine
Synopsis: Lockheed was fined for violating nuclear safety rules at Oak Ridge National
Laboratory. “The penalty at Oak Ridge National Laboratory High Flux Isotope Reactor stems
from the contractor's ongoing and repetitive failures to adhere to its established procedures that
ensure that the reactor operates within appropriate safety margins. These ongoing violations were
evidenced by a number of events between May 1997 and January 1998 -- leading to an
unnecessary shutdown of the reactor for an extended period of time.”
25. Real Estate Appraisal Scheme
Date: 07/14/1997 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Air Force
Contracting Party: Defense - Air Force
Court Type: undisclosed/unknown
Amount: $202,500
Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio
(drawing from a Department of Defense Inspector General report of investigation), Lockheed
paid $202,500 to settle allegations that a Lockheed facilities manager was allegedly involved in a
scheme with an independent real estate appraiser to over-appraise the value of Lockheed
executives’ homes during a relocation buyback program.
26. Rent Overcharge
Date: 03/31/2001 (Date of Settlement)
Misconduct Type: Defective Pricing
Enforcement Agency: Transportation
Contracting Party: Transportation
Court Type: Civil
Amount: $10,500,000
Disposition: Settlement
Synopsis: Lockheed gave the FAA $10.5 million in credit for future billing to settle a case
involving overcharged rent. “An OIG investigation and audit by the Defense Contract Audit
Agency disclosed that IBM’s Federal Systems Division overcharged the FAA for rent on four
office buildings in Rockville, MD, by approximately $15 million. Lockheed-Martin (which
acquired IBM’s Federal Systems Division) agreed to credit the FAA with $10,500,000, to be
offset through future billings.”
27. Rocket System Support Contract Mischarge
Date: 01/04/2005 (Date of Settlement)
Misconduct Type: Cost/Labor Mischarge
Enforcement Agency: Defense – Army
Contracting Party: Defense - Army
Court Type: Administrative
Amount: $1,400,000
Disposition: Settlement

Synopsis: “Lockheed Martin Corporation agreed to pay the United States $1.4 million dollars to
resolve allegations of mischarging the United States Army Aviation and Missile Command. In
1999, Lockheed Martin voluntarily disclosed inadvertent mischarging between its production
and support contracts for the Multiple Launch Rocket System. These contracts are administered
by the Army in Huntsville, Alabama. A subsequent audit performed by the Defense Contract
Audit Agency challenged the scope of the reported mischarging. Following a cooperative
investigation, the parties participated in voluntary mediation and reached a compromise
settlement of the disputed amount.”
28. Space Launch Information Transfer to China (Arms Export Violation)
Date: 06/13/2000 (Date of Settlement)
Misconduct Type: Import/Export
Enforcement Agency: State Dept.
Contracting Party: International
Court Type: Administrative
Amount: $13,000,000
Disposition: Administrative Agreement
Synopsis: Lockheed settled a case involving the transfer of information about space launches to
China, in violation of the Arms Export Control Act and the International Traffic in Arms
Regulations. “The charges stem from a 1994 report Lockheed provided to Asia Satellite
Telecommunications, a Hong Kong-based satellite company. The company is linked to two staterun Chinese firms. The technical report explained how to fix problems with a Chinese-made
solid-fuel rocket motor used to position satellites in orbit.” As part of the settlement, Lockheed
was fined $13 million ($5 million of which was suspended but applied toward the cost of
remedial measures to be implemented over a four-year period).
29. Toxic Substances Control Act Violation (PCBs - 2005)
Date: 05/10/2005 (Date of Fine)
Misconduct Type: Environment
Enforcement Agency: EPA
Contracting Party: None
Court Type: Administrative
Amount: $66,700
Disposition: Fine
Synopsis: The EPA imposed a penalty on Lockheed Martin for violating the Toxic Substances
Control Act, 15 U.S.C. §§ 2601, et. seq., by having elevated levels of Polychlorinated Biphenyls
(PCBs) present in its Akron Airdock facility.
30. Toxic Substances Control Act Violation (PCBs - 1998)
Date: 07/02/1998 (Date of Fine)
Misconduct Type: Environment
Enforcement Agency: EPA
Contracting Party: Energy
Court Type: Administrative
Amount: $12,750
Disposition: Fine

Synopsis: Knolls Atomic Power Laboratory Inc., a Lockheed Martin Company under contract to
strip PCB-contaminated paint from storage tanks at the Department of Energy facility in
Windsor, Connecticut, was fined for violating the Toxic Substances Control Act, 15 U.S.C. §
2601 et seq., with regard to PCBs. KAPL failed “to ensure that EPA requirements were met for
the use and disposal of personal protective equipment, and for failing to notify the EPA promptly
of releases of PCBs.”
31. Hornet Aircraft Components (False Claims Act)
Date: 09/18/2002 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Navy
Contracting Party: Defense - Navy
Court Type: Civil
Amount: Unknown
Disposition: Settlement
Synopsis: Lockheed and BAE Systems settled allegations of violating the False Claims Act, 31
U.S.C. § 3729, et seq., in a contract to provide components for Hornet aircrafts. “The
government alleged that from 1987 through 1994, GE and Martin Marietta manufactured and
delivered for installation in Hornet aircraft more than 1,300 Accelerometer Sensor Assemblies
that did not comply with electromagnetic interference contractual requirements.” Lockheed and
BAE Systems agreed to pay $6.2 million (POGO is unable to determine how much each
contractor paid) to settle their civil liability. See BAE Systems misconduct instance, "Hornet
Aircraft Components (False Claims Act)."
32. Aircraft Sale to Egypt (Foreign Corrupt Practices Act Violations)
Date: 08/01/1995 (Date of Guilty Pleas - approximate)
Misconduct Type: Import/Export
Enforcement Agency: Defense – General
Contracting Party: International
Court Type: Criminal
Amount: $24,800,000
Disposition: Pleaded Guilty
Synopsis: Lockheed agreed to pay criminal and civil fines after pleading guilty to violating the
Foreign Corrupt Practices Act, 5 U.S.C. §§ 78dd-1, et seq., by paying a consultant from a
funding source that disallowed it. “The case focused on the 1989 contract between Lockheed and
Egypt calling for the sale of three C-130 aircraft for approximately $79 million. The
investigation uncovered payments by Lockheed to its Egyptian consultant, Dr. Leila Takla, in
exchange for her assistance in making the sale. The contract, which was funded by U.S. taxpayer
money through the Defense Security Assistance Agency (DSAA) Foreign Military Financing
(FMF) program, required Lockheed to certify that no consultant fees were being paid out of FMF
grant money.”
33. Falsification of Testing Records (Idaho National Engineering and Environmental Laboratory)
Date: 09/21/1998 (Date of PNOV)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Energy

Contracting Party: Energy
Court Type: Administrative
Amount: $55,000
Disposition: Fine
Synopsis: “In October 1997, two reactor operators at the Advanced Test Reactor Critical
Facility in Idaho falsified records to indicate that the required testing of reactor safety systems
had been performed, when in fact it had not. Additionally, the reactor supervisor, upon
discovering that such testing had not been performed, failed to notify management
representatives of the problem. The safety systems involved are relied on to automatically
shutdown the reactor in an emergency. This enforcement action includes a $55,000 fine. The
contractor has taken disciplinary actions against the employees involved and has also undertaken
formal measures to improve the conduct of operations at the site's nuclear facilities.”
34. Radioactive Work Control Deficiencies (Sandia National Laboratories)
Date: 08/14/1997 (Date of PNOV)
Misconduct Type: Environment
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Administrative
Amount: $56,250
Disposition: Fine
Synopsis: Incidents in August and December 1996 at the Sandia National Laboratories in New
Mexico led to a Department of Energy investigation that concluded “that violations of the
Occupational Radiation Protection Rule (10 CFR 835) occurred.” A Preliminary Notice of
Violation (PNOV) was issued to the Sandia Corporation, a Lockheed Martin subsidiary, on
August 14, 1997 and the department assessed a $56,250 civil penalty for the August violation,
during which three workers were exposed to radiation.
35. Violations of the National Labor Relations Act (1991-1992 Strike)
Date: 02/12/1997 (Date of Settlement)
Misconduct Type: Labor
Enforcement Agency: NLRB
Contracting Party: None
Court Type: Administrative
Amount: $4,350,000
Disposition: Settlement
Synopsis: “National Labor Relations Board General Counsel Fred Feinstein announced…the
settlement by the Cincinnati Regional Office (Region 9) of litigation arising out of the 19911992 strike involving employees of Martin Marietta Energy Systems, Inc., now Lockheed Martin
Energy Systems, Inc., in Piketon, Ohio. The settlement includes $4.35 million in backpay and
interest to be distributed to approximately 1,000 employees who are entitled to compensation
under a Board order...Martin Marietta Energy Systems [was ordered] to reinstate unlawfully
changed terms and conditions of employment and to pay employees for monetary losses."
36. Radiological Control Deficiencies (Sandia National Laboratories)
Date: 08/14/1996 (Date of PNOV)

Misconduct Type: Environment
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Administrative
Amount: $5,000
Disposition: Fine
Synopsis: On August 14, 1996, the Department of Energy issued a Preliminary Notice of
Violation to the Sandia Corporation, a Lockheed Martin subsidiary, for “a number of
radiological control deficiencies associated with field radiography operations” at the Sandia
National Laboratory. The civil penalty for these violations was $5,000.
37. Violations of the Resource Conservation and Recovery Act (Sandia National Laboratories)
Date: 11/17/2005 (Date of Partial Order)
Misconduct Type: Environment
Enforcement Agency: State/Local
Contracting Party: Energy
Court Type: Administrative
Amount: $270,000
Disposition: Settlement
Synopsis: “On July 2, 2004, the New Mexico Environment Department issued three
administrative compliance orders to the DoE and Sandia Corporation. Sandia Corporation, a
wholly-owned subsidiary of Lockheed Martin, is the management and operating contractor for
Sandia National Laboratories pursuant to a contract with DoE, and is the co-operator of the
facility. The orders allege violations of regulations under the Resource Conservation and
Recovery Act pertaining to matters such as the accumulation of materials for re-use, recordkeeping, waste characterization, and other management issues. The order seeks penalties totaling
$3.2 million for the alleged violations. Sandia and DoE are contesting the orders. On November
17, 2005, the parties entered into a Stipulated Partial Order resolving approximately half of the
alleged violations for a total of approximately $270,000. The other allegations remain unresolved
and under discussion.”
38. Contract Dispute (Idaho National Engineering and Environmental Laboratory)
Date: 10/29/2004 (Date of Judgment)
Misconduct Type: Poor Contract Performance
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Civil
Amount: $66,000,000
Disposition: Judgment Against Defendant
Synopsis: On October 29, 2004, the U.S. District Court in Idaho issued a decision upholding the
termination for default of Lockheed’s Pit 9 contract and rejecting the Corporation’s
counterclaims. "The court concluded that the Corporation must repay $54 million in progress
payments, plus interest, and pay approximately $12 million in decontamination and
decommissioning costs." The lawsuit stemmed from a fixed-price contract that was awarded in
1994 for the design, construction and testing of remediation facilities and the remediation of
waste found in Pit 9 at the Idaho National Engineering and Environmental Laboratory

reservation. In 1998, the management contractor for the Department of Energy terminated the Pit
9 contract for default. Ultimately, the company recorded an after-tax charge of $117 million as a
result of the decision.
39. Violations of Louisiana Environmental Quality Act
Date: 04/01/2005 (Date of Penalty Agreement)
Misconduct Type: Environment
Enforcement Agency: State/Local
Contracting Party: None
Court Type: Administrative
Amount: $4,500
Disposition: Settlement
Synopsis: On April 1, 2005, the Louisiana Department of Environmental Quality issued a
penalty agreement for violations of the state's Environmental Quality Act. These violations
included failure to submit reports by specified deadlines. Lockheed agreed to a settlement,
without admission of liability, in the amount of $4,500, $3,000 of which will go towards
beneficial environmental projects.
40. Flight Service Station Problems
Date: 06/05/2007 (Date of FAA Announcement)
Misconduct Type: Poor Contract Performance
Enforcement Agency: Transportation
Contracting Party: Transportation
Court Type: Administrative
Amount: $3,000,000
Disposition: Administrative Agreement
Synopsis: The Federal Aviation Administration announced it withheld $3 million in payments to
Flight Service Station contractor Lockheed Martin in the first quarter because of poor
performance under a contract to provide preflight briefings to small plane pilots. Lockheed took
over the 58 FSS facilities under a $1.7 billion contract in October 2005. Since the beginning of
2007, pilots have complained about being on hold for extended times while waiting for preflight
briefings on weather and other flight conditions. More penalties might be in store for Lockheed
in the second quarter, when pilot complaints sharply increased.
41. Federal Election Law Violation
Date: 08/21/2006 (Date of FEC Announcement)
Misconduct Type: Ethics
Enforcement Agency: FEC
Contracting Party: None
Court Type: Administrative
Amount: $27,000
Disposition: Fine
Synopsis: The Federal Election Commission imposed a civil penalty of $27,000 on Lockheed
Martin Employee’s PAC for failing to accurately account for and report disbursements and
failing to disclose receipts. The committee failed to accurately disclose operating expenditures as
a result of an embezzlement scheme perpetrated by Kenneth Phelps, a deputy manager and

treasurer for the PAC. Phelps pleaded guilty in July 2007 to wire fraud and making false
statements to the FEC. He admitted that from about January 2002 until December 2003, he took
approximately $160,000 in Lockheed PAC checks and wrote the checks to himself instead of to
federal political candidates or campaigns and deposited those checks into his personal bank
account. In October 2007, Phelps was sentenced to 16 months in prison and ordered to pay
$163,116 in restitution and a special assessment of $2,400. Lockheed's PAC, which collects
donations from employees, is among the most active defense contractor political action
committees. See related misconduct instance, “Embezzlement of PAC Funds.”
42. Self-Reported F-35 Overbilling
Date: 08/09/2007 (Date of Announcement)
Misconduct Type: Cost/Labor Mischarge
Enforcement Agency: Non-Governmental
Contracting Party: Defense - General
Court Type: N/A
Amount: $265,000,000
Disposition: Restitution
Synopsis: Lockheed Martin announced it would refund the Department of Defense roughly $265
million for inadvertently overbilling on the F-35 Joint Strike Fighter development program.
Lockheed Martin discovered an accounting error during a routine audit earlier that week and
immediately notified the government. The billing error, which dated back to 2002, was caused
by a coding error in Lockheed’s billing system involving invoices from subcontractors Northrop
Grumman and BAE Systems, neither of which was at fault for the error.
43. Embezzlement of PAC Funds
Date: 10/23/2007 (Date of Sentencing)
Misconduct Type: Ethics
Enforcement Agency: FEC
Contracting Party: None
Court Type: Criminal
Amount: $165,516
Disposition: Pleaded Guilty
Synopsis: Kenneth D. Phelps III, the former deputy manager and treasurer for Lockheed Martin
Employee’s PAC, pleaded guilty to wire fraud and making false statements to the Federal
Election Commission. He admitted that from about January 2002 until December 2003, he took
approximately $160,000 in Lockheed PAC checks and wrote the checks to himself instead of to
federal political candidates or campaigns and deposited those checks into his personal bank
account. In October 2007, Phelps was sentenced to 16 months in prison and ordered to pay
$163,116 in restitution and a special assessment of $2,400. In August 2006, the FEC imposed a
civil penalty of $27,000 on the Lockheed Martin PAC for failing to accurately account for and
report disbursements and failing to disclose receipts, oversights that were caused by Phelps’
conduct. See related Lockheed Martin misconduct instance, “Federal Election Law Violation.”
44. Racial Discrimination and Retaliation
Date: 01/02/2008 (Date of Consent Decree)
Misconduct Type: Labor

Enforcement Agency: EEOC
Contracting Party: None
Court Type: Civil
Amount: $2,500,000
Disposition: Settlement
Synopsis: Lockheed Martin Corp. paid $2.5 million to settle a discrimination and retaliation
lawsuit filed by former employee Charles Daniels, who alleged he was harassed because of his
race and received death threats after filing complaints. According to the U.S. Equal Employment
Opportunity Commission, Daniels was "subjected to a racially hostile work environment at
several job sites nationwide." Under the settlement, Lockheed Martin also agreed to fire the
harassers and make improvements in its harassment and discrimination policies.
45. Age Discrimination and Retaliation
Date: 04/07/2008 (Date of Announcement)
Misconduct Type: Labor
Enforcement Agency: EEOC
Contracting Party: None
Court Type: Civil
Amount: $904,000
Disposition: Settlement
Synopsis: Lockheed Martin Global Telecommunications, Inc. settled an age discrimination
lawsuit with the Equal Employment Opportunity Commission (EEOC), agreeing to pay
$773,000 in back pay to eight employees. The EEOC claimed Lockheed Martin violated the Age
Discrimination in Employment Act (ADEA) when it fired the employees, who were between the
ages of 47 and 65, during a reduction in force implemented in the COMSAT Mobile
Communications Division in October 2000. In 2007, Lockheed Martin paid $131,000 in
damages to two employees to settle retaliation claims brought in the lawsuit.
46. Titan IV Rocket Billing Problems
Date: 05/12/2008 (Date of Announcement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – General
Contracting Party: Defense - Air Force
Court Type: Civil
Amount: $10,500,000
Disposition: Settlement
Synopsis: Lockheed Martin Space Systems Company agreed to pay $10.5 million to settle a
civil investigation into billing problems with its Titan IV rocket. According to Lockheed, the
company voluntarily disclosed errors in billing requests from 1998 to 2001 after they were
discovered during an internal review. The government alleges Lockheed obtained excessive
interim payments, known as progress payments, by manipulating its billings.
Pending Instances
Adkins v. Divested Atomic Corp. (Toxic Contamination)
Date: 06/24/2006
Misconduct Type: Environment

Enforcement Agency: Non-Governmental
Contracting Party: Energy
Court Type: Civil
Amount: $0
Disposition: Pending
Synopsis: This case against Lockheed Martin Energy Systems, Goodyear, and other companies
alleges their negligence in properly disposing of radioactive and hazardous waste. “The plaintiffs
allege, on behalf of themselves and a putative class of all persons who were residents, property
owners or lessees of property subject to alleged windborne particulates and water run off from
the DOE Plant, that DAC [Divested Atomic Corporation] (and, therefore, the Company) and
LMES [Lockheed Martin Energy Systems] in their operation of the Portsmouth DOE Plant (i)
negligently contaminated, and are strictly liable for contaminating, the plaintiffs and their
property with allegedly toxic substances, (ii) have in the past maintained, and are continuing to
maintain, a private nuisance, (iii) have committed, and continue to commit, trespass, and (iv)
violated the Comprehensive Environmental Response, Compensation and Liability Act of 1980.”
United States ex rel. Yannacopoulos v. General Dynamics et al.
Date: 07/07/2003 (Date of Service of Complaint)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Non-Governmental
Contracting Party: Defense - Air Force
Court Type: Civil
Amount: $0
Disposition: Pending
Synopsis: "On July 7, 2003, the company was served with a complaint that was filed in the
United States District Court for the Northern District of Illinois as a qui tam action under the
civil False Claims Act...Relator is Dimitri Yannacopoulos, a former consultant to the company.
The complaint alleges various violations of the False Claims Act in connection with the sale of
F-16 aircraft to Greece by the company’s former Fort Worth Division and its successor,
Lockheed Martin Corporation (Lockheed). (Lockheed purchased the Fort Worth Division in
1993.) Lockheed is also named as a defendant."
RCRA and False Claims Act Violations at Paducah Gaseous Diffusion Plant
Date: 08/28/2003 (Date of DOJ Intervention)
Misconduct Type: Environment
Enforcement Agency: Energy
Contracting Party: Energy
Court Type: Civil
Amount: $0
Disposition: Pending
Synopsis: “On August 28, 2003, the Department of Justice (the DoJ) filed complaints in partial
intervention in two lawsuits filed under the qui tam provisions of the Civil False Claims Act in
the United States District Court for the Western District of Kentucky, United States ex rel.
Natural Resources Defense Council, et al v. Lockheed Martin Corporation, et al, and United
States ex rel. John D. Tillson v. Lockheed Martin Energy Systems, Inc., et al. [Both cases were
joined in 2004.] The DoJ alleges that we committed violations of the Resource Conservation and

Recovery Act at the Paducah Gaseous Diffusion Plant by not properly handling, storing, and
transporting hazardous waste and that we violated the False Claims Act by misleading
Department of Energy officials and state regulators about the nature and extent of environmental
noncompliance at the plant. We dispute the allegations and are defending against them.” A trial
is currently scheduled for February 2010.
Ernest v. Lockheed Martin (Unlawful Termination)
Date: 10/01/2007 (Date of Filing)
Misconduct Type: Labor
Enforcement Agency: Non-Governmental
Contracting Party: None
Court Type: Civil
Amount: $0
Disposition: Pending
Synopsis: Joseph “Max” Ernest, a Navy reservist who was laid off from his job at Lockheed
Martin after serving in Iraq, filed a federal lawsuit claiming his termination violated the
Uniformed Services Employment and Reemployment Rights Act (USERRA) and Colorado law.
Ernest was working as a counterintelligence/counter-terrorism and law enforcement analyst for
Lockheed Martin when, in March 2006, he was put on active duty for 11 months, including a
nine-month deployment to Baghdad.
Becker v. Tools & Metals Inc. (Mischarging the Government)
Date: 11/19/2007 (Date of Announcement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Air Force
Contracting Party: Defense - Air Force
Court Type: Civil
Amount: $0
Disposition: Pending
Synopsis: In November 2007, the United States intervened in a False Claims Act lawsuit
alleging the mischarging of millions of dollars by Lockheed Martin Corp.; Lockheed’s vendor,
Tools & Metals Inc. (TMI); former TMI president and CEO Todd Loftis and former TMI officer
and director Linda Loehr. In 1998, TMI won a contract from Lockheed Martin Aeronautics to
supply Lockheed with perishable tools for the manufacturing of F-16 and F-22 fighter aircraft.
The suit alleges that Loftis and TMI caused false claims to be submitted by Lockheed to the
Department of Defense from January 1998 to February 2006. Lockheed is alleged to be
independently liable for TMI’s actions due to its reckless oversight of TMI. Loehr is alleged to
have recklessly failed to carry out her responsibilities as an officer and director of TMI. In
December 2005, Loftis pleaded guilty to one count of conspiracy to defraud the United States in
connection with TMI’s alleged mischarging and is now serving a seven year sentence.
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Parent Company Name: Lockheed Martin
Ownership Structure: publicly traded (ticker symbol LMT)
Headquartered in: Maryland
Industry: aerospace & military contracting
Penalty total since 2000: $132,494,793
Number of records: 70

Top 10 Primary Offense Types

Penalty Total

Number of Records

False Claims Act

$94,511,479

8

export control violation

$15,000,000

3

labor relations violation

$8,730,232

16

environmental violation

$6,331,390

10

wage and hour violation

$3,435,153

21

employment discrimination

$3,273,000

2

nuclear safety violation

$1,113,750

3

aviation safety violation

$65,000

2

workplace safety or health violation

$26,513

4

$8,276

1

Family and Medical Leave Act

Notes:
Parent-subsidiary linkages are based on relationships current as of the latest revision listed in the Update Log, which may vary from what was the case when a violation
occurred. The penalty dollar total above may be adjusted to account for the fact that the list of entries below may include both agency records and settlement
announcements for the same case; or else a penalty covering multiple locations may be listed in the individual records for each of the facilities. Duplicate penalty amounts
are marked with an asterisk in the list below.
Associated Names:
LIFEPORT; LOCKHEED MARTIN; LOCKHEED MARTIN AERONAUTICS GA0001198; LOCKHEED MARTIN AERONAUTICS USAF PLANT NO 4; LOCKHEED MARTIN
AKRON AIRDOCK; LOCKHEED MARTIN GLOBAL TELECOMMUNICATIONS; LOCKHEED MARTIN GLOBAL TRAINING AND LOGISTICS; LOCKHEED MARTIN
GOVERNMENT SVC; LOCKHEED MARTIN GTL SVC; LOCKHEED MARTIN IDAHO TECH LMITCO; LOCKHEED MARTIN INFORMATIONS TECH; LOCKHEED
MARTIN INTEGRATED SYS; LOCKHEED MARTIN IS AND GS CIVIL E AND SS AND ITS SUB CONTRACTORS DIVERSTECH AND GHG; LOCKHEED MARTIN
OCEAN RA [...]
Links:
For an overview of this company's accountability track record, read its Corporate Rap Sheet here.
For more details on misconduct by this company, see its entry in the Project On Government Oversight's Federal Contractor Misconduct Database.
For a summary of this company's federal contracts, see its page on Fedspending.
Subsidy Tracker data on financial assistance to this company by federal, state and local government agencies can be found here.
For more on the links between this company's federal political spending and its positions on proposed legislation, see its Maplight page.
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Company

Primary Offense Type

Year

Agency

Penalty
Amount

Lockheed Martin Corporation

False Claims Act

2003

DOJ_CIVIL

$37,900,000

Lockheed Martin Integrated Systems

False Claims Act

2014

DOJ_CIVIL

$27,500,000

Lockheed Martin Corporation

False Claims Act

2012

DOJ_CIVIL

$15,850,000

Lockheed Martin Corporation

export control violation

2000

DDTC

$8,000,000

Sikorsky Aircraft Corporation

labor relations violation

2006

NLRB

$7,000,000

Lockheed Martin Corporation

environmental violation

2016

EPA

$5,000,000

Sandia Corporation

False Claims Act

2015

DOJ_CIVIL

$4,790,042

Lockheed Martin Corporation

export control violation

2008

DDTC

$4,000,000

Lockheed Martin

export control violation

2006

DDTC

$3,000,000

Sikorsky Aircraft Company

False Claims Act

2009

DOJ_CIVIL

$2,941,000

Lockheed Martin

employment discrimination

2008

EEOC

$2,500,000

Lockheed Martin Corporation

False Claims Act

2002

DOJ_CIVIL

$2,122,603

Sandia Corporation

wage and hour violation

2008

WHD

$2,023,671

Lockheed Martin Inc.

False Claims Act

2011

DOJ_CIVIL

$2,000,000

Lockheed Martin Corporation

False Claims Act

2003

DOJ_CIVIL

$1,407,834

Lockheed Martin Services, Inc.

labor relations violation

2009

NLRB

$1,019,200

LOCKHEED MARTIN CORP (PADUCAH GASEOUS & DIFFUSION PLANT

environmental violation

2016

EPA

$1,000,000

Lockheed Martin Global Telecommunications

employment discrimination

2008

EEOC

$773,000

Lockheed Martin Operations Support, Inc.

wage and hour violation

2009

WHD

$723,686

Sandia Corporation

nuclear safety violation

2015

DOE

$577,500

Sandia Corporation

nuclear safety violation

2014

DOE

$412,500

Lockheed Martin Corporation

wage and hour violation

2012

WHD

$209,685

Lockheed Martin

labor relations violation

2001

NLRB

$182,710

SIKORSKY AIRCRAFT CORPORATION

environmental violation

2006

EPA

$176,000

Lockheed Martin Space Systems Company

labor relations violation

2008

NLRB

$150,000

Sandia Corporation

nuclear safety violation

2011

DOE

$123,750

Lockheed Martin Corp.

wage and hour violation

2004

WHD

$98,372

Sandia Corporation d/b/a Sandia National Laboratories

labor relations violation

2004

NLRB

$70,000

Lockheed Martin Akron Airdock

environmental violation

2008

EPA

$66,700

Sikorsky Aircraft Corporation

labor relations violation

2007

NLRB

$62,500

Lockheed Martin Aeronautics Company

labor relations violation

2006

NLRB

$58,804

Lockheed Martin Aeronautics Company

labor relations violation

2005

NLRB

$52,000

Lockheed Martin Inc.

wage and hour violation

2011

WHD

$46,578

Lockheed Martin Corporation

wage and hour violation

2012

WHD

$40,167

SIKORSKY SUPPORT SERVICES INC

aviation safety violation

2001

FAA

$40,000

Lockheed Martin Corporation

wage and hour violation

2009

WHD

$39,141

Lockheed Martin Services, Inc.

wage and hour violation

2007

WHD

$36,217

Lockheed Martin Operations Support Inc.

wage and hour violation

2009

WHD

$36,182

Lockheed Martin Corporation

wage and hour violation

2012

WHD

$31,058

LOCKHEED MARTIN IDAHO TECHNOLOGIES COMPANY (LMITCO)

environmental violation

2001

EPA

$30,535

LOCKHEED MARTIN IDAHO TECHNOLOGIES COMPANY (LMITCO)

environmental violation

2001

EPA

$30,535

Lockheed Martin Tactical Defense Systems

labor relations violation

2000

NLRB

$30,000

labor relations violation

2011

NLRB

$29,470

LOCKHEED MARTIN AERONAUTICS COMPANY - USAF PLANT NO. 4

environmental violation

2001

EPA

$26,180

LIFEPORT INC

aviation safety violation

2011

FAA

$25,000

Sikorsky Aircraft

labor relations violation

2003

NLRB

$25,000

Lockheed Martin Government Services, Inc.

wage and hour violation

2012

WHD

$24,827

Lockheed Martin Informations Technology

wage and hour violation

2008

WHD

$21,330

Lockheed Martin Global Training and Logistics

wage and hour violation

2014

WHD

$20,566

Lockheed Martin Services, Inc.

wage and hour violation

2009

WHD

$18,458

Lockheed Martin Corporation

wage and hour violation

2014

WHD

$16,900

Sandia Corporation d/b/a Sandia National Labor

labor relations violation

2006

NLRB

$15,000

Sandia Corporation d/b/a Sandia National Laboratories

labor relations violation

2001

NLRB

$14,096

Lockheed Martin Corporation

wage and hour violation

2014

WHD

$11,790

Lockheed Martin Aeronautics Company (GA0001198)

environmental violation

2016

EPA

$10,500

Lockheed Martin, Ocean, Radar & Sensor Systems

labor relations violation

2000

NLRB

$10,452

Lockheed Martin Corporation

wage and hour violation

2011

WHD

$9,837

LOCKHEED MARTIN AERONAUTICS COMPANY

workplace safety or health
violation

2010

OSHA

$9,000

Lockheed Martin Corporation

environmental violation

2008

EPA

$8,475

Lockheed Martin Operations Support, Inc

wage and hour violation

2007

WHD

$8,426

Lockheed Martin Corporation

Family and Medical Leave Act

2005

WHD

$8,276

LOCKHEED MARTIN

environmental violation

2009

EPA

$8,000

Lockheed Martin Corporation

wage and hour violation

2007

WHD

$7,249

LOCKHEED MARTIN ASPEN SYSTEMS CORPORATION

workplace safety or health
violation

2009

OSHA

$6,588

Sikorsky Aircraft

labor relations violation

2003

NLRB

$6,000

Lockheed Martin Corporation

wage and hour violation

2015

WHD

$5,541

LOCKHEED MARTIN COMPANY

workplace safety or health
violation

2010

OSHA

$5,525

Lockheed Martin GTL Services

wage and hour violation

2012

WHD

$5,472

LOCKHEED MARTIN

workplace safety or health
violation

2008

OSHA

$5,400

Lockheed Martin Skunk Works

labor relations violation

2001

NLRB

$5,000

LOCKHEED MARTIN CORP

environmental violation

2000

EPA

$5,000

Lockheed Martin IS&GS - Civil E&SS and its sub contractors Diverstech and GHG
Corporation

Download results as

or XML

Note: our penalty amounts include not only fines and monetary settlements but also costs such as supplementary environmental projects or consumer relief that
companies are often compelled to undertake as part of settlements. If the settlement includes fines paid to state governments, those are included as well.
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U.S. Fines Lockheed $13 Million in China
Satellite Case
By DAVID E. SANGER JUNE 14, 2000

The Lockheed Martin Corporation has agreed to pay $13 million to the government
to settle a case involving the sale of satellite technology to China in 1994, company
and Clinton administration officials said today.
The company was charged with violating arms export laws. The settlement,
which officials said is likely to be announced on Wednesday by the State
Department, is the largest civil penalty ever assessed under the Arms Export
Control Act, the primary law regulating sales of American technology.
A criminal investigation is still under way over whether the Loral Space and
Communication Corporation also violated export controls in a separate incident.
The Lockheed Martin settlement may put pressure on Loral to settle that case.
But it also allows the Clinton administration -- which has been charged with
laxness in keeping sensitive technology out of Chinese hands -- to argue in the
midst of a presidential election year that it is enforcing export control laws.
In a statement tonight, Lockheed Martin's spokesman, James Fetig, confirmed
that the company, the world's largest military manufacturer, had decided to settle
the case, in which the State Department had charged the company with 30
violations of arms export laws. He said that under the agreement, Lockheed Martin

neither admits nor denies the allegations.
The financial settlement came close to the maximum penalty of $15 million. But
under the terms of the accord, officials said, the company is spared a far more
costly fate: a suspension of its rights to export satellite technology.
In its statement, Lockheed Martin said, ''The corporation appreciates the
opportunity to enter into a settlement agreement with the Department of State that
resolves the charges.
''We are committed to full compliance with all export control measures and
believe this agreement will allow us to assure the State Department that we will
meet all of our export control obligations.''
At issue in the case was a series of interchanges between Lockheed Martin
rocket experts and the Chinese about kick motors, which are small rocket motors
that are used to lift a satellite into its final orbit. At the time of the exchanges,
Chinese-made kick motors had suffered a number of failures. Martin Marietta
Aerospace, which was later acquired by Lockheed, provided help to AsiaSat, a
satellite company based in Hong Kong with heavy financial ties to the Chinese
government. AsiaSat was a client of Martin Marietta.
The technical transfers caused considerable concern within the State and
Defense Departments. The same kick-motor technology that helps China in
launching commercial communications satellites, officials said, could help its
military launch spy satellites. In April, the State Department spokesman at the
time, James P. Rubin, said ''any assistance to Chinese technical capability in space
launch has the potential to be applied to missile development.''
Moreover, the State Department charged that Martin Marietta had failed to
clear its technical analysis of the rocket problems with Washington before passing
it on to the Chinese, and had made no effort later to retrieve it. The company said
at the time that it had violated no laws.
At the time, the Clinton administration was encouraging more commercial
interchanges between American and Chinese satellite companies. But the rules on
those transfers have since been tightened by Congress, in reaction to disclosures

that in 1996, two years after the Martin Marietta incident, Loral had helped
Chinese rocket makers solve a different set of technical problems.
Those transfers, officials say, raised more security concerns than Martin
Marietta's help to AsiaSat.
Under the civil agreement, Lockheed Martin will be allowed to use $5 million
of its fine to install computer systems that would give the American government
access to all of its foreign space and missile deals. The access is to include data that
might require licenses for export.

© 2017 The New York Times Company

BUSINESS DAY

U.S. Says Lockheed Must Pay Part of F-35
Cost Overruns
By CHRISTOPHER DREW NOV. 23, 2009

WASHINGTON — The Pentagon’s top acquisition official said on Monday that
Lockheed Martin, the prime contractor for the new F-35 fighter jet, would have to
cover part of the increased costs of the huge program.
The official, Ashton B. Carter, an under secretary of defense, said he had
delivered that message to the company’s chief executive, Robert J. Stevens, on
Sunday at a meeting on how to get the program back on track.
The meeting was prompted by an internal Pentagon report suggesting that
work on the new stealth fighter, the Pentagon’s largest weapons program, had
fallen so far behind that it could cost $16.6 billion more than expected over the
next few years.
Dr. Carter told reporters that the Pentagon might add more planes to the flight
test program and encourage the company to hire more software engineers to finish
the planes faster.
Lockheed Martin has described the latest Pentagon cost estimates as a worst
case. It has said it is making manufacturing improvements that could keep the
costs from ballooning and help it get back on schedule by 2011.

Dr. Carter said he wanted to make changes now to bolster the program, which
could cost $300 billion for more than 2,400 planes, to be bought over 25 years.
Other officials have said that the Pentagon could add more than $200 million
to the program’s budget for the 2011 fiscal year. Dr. Carter said it would make
sense to invest more soon to try to head off some of the problems.
“I think both the government and Lockheed Martin should be prepared to
share in that investment,” he said, adding that company officials had agreed to
accept whatever plan emerged.
While many Pentagon programs have had worse delays and cost overruns, the
problems on the F-35 have occurred as President Obama has promised to
eliminate much of the waste in military programs.
At the Pentagon’s request, Lockheed Martin is already building some of the
planes even though the flight test program is only 2 percent complete. That means
costly modifications could be needed if problems are found.
A version of this article appears in print on November 24, 2009, on Page B3 of the New York edition with the
headline: U.S. Says Lockheed Must Pay Part of F-35 Cost Overruns.

© 2017 The New York Times Company

Lockheed to Pay $4 Million To Settle Missile Sale
Charges
By Stephen Manning
Associated Press
Saturday, August 9, 2008

Lockheed Martin will pay $4 million to settle federal charges that it took unauthorized steps to sell missiles
overseas and revealed classified information, according to an agreement released yesterday.
The nation's largest defense contractor did not get proper clearance from the State Department while
negotiating the sale of 460 Hellfire anti-tank missiles with the United Arab Emirates during 2003 and 2004,
according to documents filed in the case. The State Department also alleged that Lockheed revealed classified
information to a UAE Air Force officer during the talks. The proposed sale was never completed.
Lockheed later disclosed that one of its employees mistakenly gave classified material to an unnamed NATO
ally about the Joint Air-to-Surface Standoff Missile that had not been approved for release.
The State Department said the cases violated the Arms Export Control Act and the International Traffic in
Arms Regulations. The agency began an investigation in 2004 after Lockheed voluntarily notified it of the
Hellfire missile case.
Under the settlement, Lockheed will pay $3 million -- with the extra $1 million suspended if it follows terms
of the agreement -- which include appointing a special compliance officer to make sure the company abides
by laws governing international weapons sales.
Lockheed spokesman Tom Jurkowsky said yesterday the company neither admits nor denies the violations,
but that any release of classified information or violation of arms sales laws was not intentional.
"The personnel mistakenly assumed that because the UAE already had Hellfire missiles that no further
approval was needed," he said.
Shares of Bethesda-based Lockheed Martin rose $3.77, or 3.5 percent, to $112.06.
View all comments that have been posted about this article.

© 2008 The Washington Post Company

Will the F-35, the U.S. Military’s Flaw-Filled, Years-Overdue Joint Strike Fighter, Ever Actually Fly? | Vanity Fair

WILL IT FLY?
The Joint Strike Fighter is the most expensive weapons system ever developed. It is plagued
by design flaws and cost overruns. It flies only in good weather. The computers that run it lack
the software they need for combat. No one can say for certain when the plane will work as
advertised. Until recently, the prime contractor, Lockheed Martin, was operating with a free
hand—paid handsomely for its own mistakes. Looking back, even the general now in charge of
the program can’t believe how we got to this point. In sum: all systems go!

BY ADAM CIRALSKY
PHOTOGRAPHS BY STEPHEN WILKES
SEPTEMBER 16, 2013 12:00 AM

The F-35A at Eglin Air Force Base., by Paul Weatherman/Lockheed Martin.
https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin
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A

t nearly 500,000 acres, Eglin Air Force Base is not the most unobtrusive piece of real
estate along Florida’s Emerald Coast. It is, however, among the best guarded. The base
is home to top-secret weapons laboratories, swamp-training facilities for U.S. Special
Forces, and the only supersonic range east of the Mississippi. Even from a great

distance, bands of quivering heat can be seen rising from the miles of tarmac. At the end of May, I flew
into Fort Walton Beach, a civilian airfield that shares a runway with Eglin, a fact that was driven home
when the regional jet I was on ran over an arresting wire, a landing aid for fast-moving fighters, while
taxiing to the gate.

With F-15s and F-16s circling overhead, I drove to the main gate at Eglin, where I was escorted
through security and over to the air force’s 33rd Fighter Wing, which is home to the F-35 Lightning II,
also known as the Joint Strike Fighter, and some of the men who fly it. The Joint Strike Fighter, or
J.S.F., is the most expensive weapons system in American history. The idea behind it is to replace four
distinct models of aging “fourth generation” military jets with a standardized fleet of state-of-the-art
“fifth generation” aircraft. Over the course of its lifetime, the program will cost approximately $1.5
trillion. Walking around the supersonic stealth jet for the first time, I was struck by its physical
beauty. Whatever its shortcomings—and they, like the dollars invested in the plane, are almost beyond
counting—up close it is a dark and compelling work of art. To paraphrase an old Jimmy Breslin line,
the F-35 is such a bastardized thing that you don’t know whether to genuflect or spit.

When the J.S.F. program formally got under way, in October 2001, the Department of Defense
unveiled plans to buy 2,852 of the airplanes in a contract worth an estimated $233 billion. It promised
that the first squadrons of high-tech fighters would be “combat-capable” by 2010. The aircraft is at
least seven years behind schedule and plagued by a risky development strategy, shoddy management,
laissez-faire oversight, countless design flaws, and skyrocketing costs. The Pentagon will now be
spending 70 percent more money for 409 fewer fighters—and that’s just to buy the hardware, not to
fly and maintain it, which is even more expensive. “You can understand why many people are very,
very skeptical about the program,” Lieutenant General Christopher Bogdan, who has been in charge of
it since last December, acknowledged when I caught up with him recently in Norway, one of 10 other
nations that have committed to buy the fighter. “I can’t change where the program’s been. I can only
change where it’s going.”
https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin
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Lieutenant General Christopher C. Bogdan talks with members of the F-35 Integrated Test Force on January 2013 at Edwards Air
Force Base. As the man now in charge of the Joint Strike Fighter, Bogdan has held the program and its prime contractor, Lockheed
Martin, to scrutiny and found both of them deficient on many counts.

The 33rd Fighter Wing’s mission is to host air-force, Marine, and navy units responsible for training
the pilots who will fly the F-35 and the “maintainers” who will look after it on the ground. The Marine
unit, known as the Warlords, has outpaced the others: the commandant of the Marine Corps, General
James Amos, has declared that his service will be the first to field a combat-ready squadron of F-35s.
In April 2013, Amos told Congress that the Marines would declare what the military calls an “initial
operational capability,” or I.O.C., in the summer of 2015. (Six weeks later, he moved the I.O.C. date to
December 2015.) By comparison, the air force has declared an I.O.C. date of December 2016, while
the navy has set a date of February 2019. An I.O.C. declaration for a weapons system is like a
graduation ceremony: it means the system has passed a series of tests and is ready for war. The
Marines have been very explicit about the significance of such a declaration, telling Congress on May
31, 2013, that “IOC shall be declared when the first operational squadron is equipped with 10-16
aircraft, and US Marines are trained, manned, and equipped to conduct [Close Air Support], Offensive
and Defensive Counter Air, Air Interdiction, Assault Support Escort, and Armed Reconnaissance in
https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin
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concert with Marine Air Ground Task Force resources and capabilities.”

The chief Warlord at Eglin is a 40-year-old lieutenant colonel named David Berke, a combat veteran
of both Afghanistan and Iraq. As we walked around the Warlords’ hangar—which for a maintenance
facility is oddly pristine, like an automobile showroom—Berke made clear that he and his men are
intently focused on their mission: training enough Marine pilots and maintainers to meet the 2015
deadline. Asked whether Washington-imposed urgency—rather than the actual performance of the
aircraft—was driving the effort, Berke was adamant: “Marines don’t play politics. Talk to anyone in
this squadron from the pilots to the maintainers. Not a single one of them will lie to protect this
program.” During the day and a half I spent with the Warlords and their air-force counterparts, the
Gorillas, it became clear that the men who fly the F-35 are among the best fighter jocks America has
ever produced. They are smart, thoughtful, and skilled—the proverbial tip of the spear. But I also
wondered: Where’s the rest of the spear? Why, almost two decades after the Pentagon initially bid out
the program, in 1996, are they flying an aircraft whose handicaps outweigh its proven—as opposed to
promised—capabilities? By way of comparison, it took only eight years for the Pentagon to design,
build, test, qualify, and deploy a fully functional squadron of previous-generation F-16s.

“The F-16 and F-35 are apples and oranges,” Major Matt Johnston, 35, an air-force instructor at
Eglin, told me. “It’s like comparing an Atari video-game system to the latest and greatest thing that
Sony has come up with. They’re both aircraft, but the capabilities that the F-35 brings are completely
revolutionary.” Johnston, like Berke, is evangelical about the airplane and insistent that
“programmatics”—the technological and political inner workings of the J.S.F. effort—are not his
concern. He has a job to do, which is training pilots for the jet fighter that will someday be. He was
candid about, but unfazed by, the F-35’s current limitations: the squadrons at Eglin are prohibited
from flying at night, prohibited from flying at supersonic speed, prohibited from flying in bad weather
(including within 25 miles of lightning), prohibited from dropping live ordnance, and prohibited from
firing their guns. Then there is the matter of the helmet.

“The helmet is pivotal to the F-35,” Johnston explained. “This thing was built with the helmet in
mind. It gives you 360-degree battle-space awareness. It gives you your flight parameters: Where am I
in space? Where am I pointing? How fast am I going?” But Johnston and Berke are prohibited from
flying with the “distributed aperture system”—a network of interlaced cameras, which allows almost
X-ray vision—that is supposed to be one of the airplane’s crowning achievements. The Joint Strike

https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin
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Fighter is still waiting on software from Lockheed that will make good on long-promised capabilities.

When I spoke with Lockheed’s vice president for program integration, Steve O’Bryan, he said that the
company is moving at a breakneck pace, adding 200 software engineers and investing $150 million in
new facilities. “This program was overly optimistic on design complexity and software complexity, and
that resulted in overpromising and underdelivering,” O’Bryan said. He insisted that, despite a rocky
start, the company is on schedule. Pentagon officials are not as confident. They cannot say when
Lockheed will deliver the 8.6 million lines of code required to fly a fully functional F-35, not to
mention the additional 10 million lines for the computers required to maintain the plane. The chasm
between contractor and client was on full display on June 19, 2013, when the Pentagon’s chief
weapons tester, Dr. J. Michael Gilmore, testified before Congress. He said that “less than 2 percent” of
the placeholder software (called “Block 2B”) that the Marines plan to use has completed testing,
though much more is in the process of being tested. (Lockheed insists that its “software-development
plan is on track,” that the company has “coded more than 95 percent of the 8.6 million lines of code
on the F-35,” and that “more than 86 percent of that software code is currently in flight test.”) Still,
the pace of testing may be the least of it. According to Gilmore, the Block 2B software that the Marines
say will make their planes combat capable will, in fact, “provide limited capability to conduct combat.”
What is more, said Gilmore, if F-35s loaded with Block 2B software are actually used in combat, “they
would likely need significant support from other fourth-generation and fifth-generation combat
systems to counter modern, existing threats, unless air superiority is somehow otherwise assured and
the threat is cooperative.” Translation: the F-35s that the Marines say they can take into combat in
2015 are not only ill equipped for combat but will likely require airborne protection by the very planes
the F-35 is supposed to replace.

Software is hardly the only concern. In Norway, where he was addressing the Oslo Military Society,
General Bogdan said, “I have a list of the 50 top parts of the airplane that break more often than we
expect them to. And what I am doing is I am investing millions of dollars in taking each and every one
of those parts and deciding: Do we need to redesign it? Do we need to have someone else manufacture
it? Or can we figure out a way to repair it quicker and sooner so that it doesn’t drive up the costs?”
This is very late in the game for an airplane the Marines intend to certify in two years.

In January, Berke’s Warlords had a close call of the kind that brings Bogdan’s Top 50 list into sharp
relief. As a pilot was taxiing out to the runway for takeoff, a warning light went on in the cockpit
indicating that there was a problem with the plane’s fuel pressure. Returning to the hangar,
https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin
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maintainers opened the engine-bay door to find that a brown hose carrying combustible fuel had
separated from its coupling. When I asked what would have happened had the defect gone undetected
before takeoff, Berke replied with the noncommittal detachment of a clinician: “I think you can easily
infer that, from the fact that the fleet was grounded for six weeks, there was no question that the
scenario, the outcomes, were not acceptable for flying.” What he meant, General Bogdan told me later,
was that it was a very close call: “We should count our blessings that we caught this on the ground. It
would have been a problem. A catastrophic problem.” (When asked about this incident, the engine’s
prime contractor, Pratt & Whitney, wrote in a statement to Vanity

Fair,
“The engine control system

responded properly when the leak occurred. The pilot followed standard operating procedures when
he was alerted to the leak. The safeguards in place on the aircraft allowed the pilot to abort takeoff
without incident and clear the active runway. There were no injuries to the pilot or ground crew. For
clarification, the grounding was cleared three weeks after the event.”)

General Bogdan, it turned out, would have a lot more to say in the course of a long and forceful
interview in which he held up the Joint Strike Fighter program and the prime contractor, Lockheed
Martin, to scrutiny and found both of them deficient on many counts.

II. “Acquisition Malpractice”
Washington’s Union Station, modeled in part on the Baths of Diocletian, is a fitting gateway to a city
that continues to spend on the military with imperial abandon. Earlier this year, I wound my way
through throngs of travelers as I waited for a call. When it came, I was vectored to the top floor of the
Center Café, which occupies a circular platform with a 360-degree view of the lobby below. The man I
was to meet—I’ll call him “Charlie”—is a well-placed source with a decade’s worth of hands-on
experience with the Joint Strike Fighter, both inside and outside the Pentagon. Charlie explained that
his choice of meeting location was less paranoid than practical: the J.S.F. program is so large,
financially and geographically—and saturated with so many lobbyists, corporate executives,
congressional aides, Pentagon bureaucrats, and elected officials—that it takes considerable effort in
Washington to avoid bumping into someone connected with the program. And he did not want to
bump into anyone. He asked that I conceal his identity so he could speak candidly.

In the course of this and many other conversations, Charlie walked me through the troubled history of
the airplane and tried to separate the rosy public-relations pronouncements from what he saw as the
grim reality.
https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin

Will the F-35, the U.S. Military’s Flaw-Filled, Years-Overdue Joint Strike Fighter, Ever Actually Fly? | Vanity Fair

“The jet was supposed to be fully functional by now and that’s why they put people down in Eglin in
2010–2011—they were expecting a fully functional jet in 2012,” he said. “But the only military mission
these planes can execute is a kamikaze one. They can’t drop a single live bomb on a target, can’t do
any fighter engagements. There are limitations on Instrument Flight Rules—what’s required to take
an airplane into bad weather and to fly at night. Every pilot out there in civil aviation, his pilot’s
license says he can take off and land in perfect weather. Then they have to graduate to instrument
conditions. What the program is saying is that the J.S.F., your latest and greatest fighter, is restricted
from flying in instrument meteorological conditions—something a $60,000 Cessna can do.”

Charlie cited a news report about Frank Kendall, the Pentagon’s undersecretary of defense for
acquisition, who in 2012 had used the words “acquisition malpractice” to describe the design and
production process for the Joint Strike Fighter. (In June 2013, Kendall sounded more optimistic
during a conference call with me and other journalists: “I think all of us are encouraged by the
progress we’re seeing. It’s too early to declare a victory; we have a lot of work left to do. But this
program is on a much sounder, much more stable footing than it was a year or two ago.”)

Unfazed by Kendall’s change in tone, Charlie insists that technical problems will continue to bedevil
the program. “You can trace the plane’s troubles today back to the 2006–2007 time frame,” he
explained. “The program was at a critical point and Lockheed needed to prove they could meet weight
requirements.” That, he says, led to a series of risky design decisions. “I can tell you, there was
nothing they wouldn’t do to get through those reviews. They cut corners. And so we are where we are.”
While acknowledging that weight was a pressing issue, Lockheed Martin spokesman Michael Rein
told me that design trade-offs in 2006 and 2007 were made in concert with, and with the blessing of,
Pentagon officials. He strenuously denied the company cut corners or in any way compromised safety
or its core values.

III. Hands-Off Management
On October 26, 2001, the Pentagon announced that it had chosen Lockheed Martin over Boeing to
build what Lockheed promised would be “the most formidable strike fighter ever fielded.” The
Pentagon’s ask was huge: Build us a next-generation strike-fighter aircraft that could be used not only
by the U.S. military but also by allied nations (which would come to include the United Kingdom,
Italy, the Netherlands, Turkey, Canada, Australia, Denmark, Norway, Japan, and Israel). On top of
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that: Produce three versions of the airplane—a conventional version for the air force, a short-takeoff
and vertical-landing version for the Marines, and a carrier-suitable version for the navy. The idea was
that a single stealthy, supersonic, multi-service airplane could entirely replace four existing kinds of
aircraft. And the expectation was that this new airplane would do everything: air-to-air combat, deepstrike bombing, and close air support of troops on the ground.

Lockheed Martin won the contract—worth more than $200 billion—after the much-chronicled “Battle
of the X-Planes.” In truth, it was not much of a competition. Boeing’s X-32, the product of a mere four
years’ work, paled next to Lockheed’s X-35, which had been in the works in one form or another since
the mid-1980s, thanks to untold millions in black-budget funds the company had received from the
Defense Advanced Research Projects Agency (DARPA) to develop a supersonic short-takeoff and
vertical-landing aircraft.

To turn its X-35 prototype into a fleet of F-35 fighters, Lockheed has relied on two seemingly separate
but equally controversial acquisition practices. In military jargon, these are known as “commonality”
and “concurrency.”

Commonality simply meant that the three F-35 variants would share portions of high-cost
components like the airframe, the avionics, and the engines. This was supposed to help ensure that
the plane was “affordable”—a term that the company and Defense Department managers invoked with
the frequency of a Vajrayana chant. But commonality did not really come to pass. The original plan
was that about 70 percent of all the parts on the airplanes would be common; the actual figure today is
about 25 percent. Commonality, even at this reduced level, has unintended consequences. When a
crack in a low-pressure turbine blade was discovered in an air-force F-35A engine earlier this year,
Pentagon officials took the only responsible course, given that the part is used in all models: they
grounded the entire fleet of F-35s, not just the ones flown by the air force. In his June testimony, the
Pentagon’s Dr. Gilmore revealed another, less public grounding of the entire F-35 test fleet, which
occurred in March 2013 after the discovery of “excessive wear on the rudder hinge attachments.”

From the outset, Lockheed assured Pentagon officials that technological innovation, including heavy
reliance on computer simulation, which could take the place of real-world testing, would keep costs
down. The Pentagon bought those assurances and allowed the company to design, test, and produce
the F-35 all at the same time, instead of insisting that Lockheed identify and fix defects before firing
up its production line. Building an airplane while it is still being designed and tested is referred to as
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concurrency. In effect, concurrency creates an expensive and frustrating non-decision loop: build a
plane, fly a plane, find a flaw, design a fix, retrofit the plane, rinse, repeat.

Vice Admiral David Venlet, who managed the J.S.F. program until late last year, acknowledged the
absurdity in an interview with AOL

Defense:
“You’d like to take the keys to your shiny new jet and give

it to the fleet with all the capability and all the service life they want. What we’re doing is, we’re taking
the keys to the shiny new jet, giving it to the fleet, and saying, ‘Give me that jet back in the first year.
I’ve got to go take it up to this depot for a couple of months and tear into it and put in some structural
mods, because if I don’t, we’re not going to be able to fly it more than a couple, three, four, five years.’
That’s what concurrency is doing to us.”

Adding to the problem has been the Pentagon’s hands-off management policy, a stepchild of the
deregulation frenzy of the 1990s. At the time the F-35 contract was written, the Pentagon was
operating under a principle called Total System Performance Responsibility. The idea was that
government oversight was unduly burdensome and costly; the solution was to put more power in the
hands of contractors. In the case of the Joint Strike Fighter, Lockheed was given near-total
responsibility for design, development, testing, fielding, and production. In the old days, the Pentagon
would have provided thousands of pages of minute specifications. For the Joint Strike Fighter, the
Pentagon gave Lockheed a pot of money and a general outline of what was expected.

Nailing down the true cost of the Joint Strike Fighter is a maddening exercise as various stakeholders
use different math—along with byzantine acronyms—to arrive at figures that serve their interests.
According to the Government Accountability Office (G.A.O.), which is relatively independent, the
price tag for each F-35 was supposed to be $81 million when the program began in October 2001.
Since that time, the price per plane has basically doubled, to $161 million. Full-rate production of the
F-35, which was supposed to start in 2012, will not start until 2019. The Joint Program Office, which
oversees the project, disagrees with the G.A.O.’s assessment, arguing that it does not break out the F35 by variant and does not take into account what they contend is a learning curve that will drive
prices down over time. They say a more realistic figure is $120 million a copy, which will go down with
each production batch. Critics, like Winslow Wheeler, from the Project on Government Oversight and
a longtime G.A.O. official, argue the opposite: “The true cost of the airplane—when you cast aside all
the bullshit—is $219 million or more a copy, and that number is likely to go up.”

IV. The Helmet
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The F-35 is a flying computer tricked out with an impressive array of sensors and outward-facing
cameras stitched together—through a process called sensor fusion—to give the pilot what Lockheed’s
Bob Rubino, a former navy aviator, calls “a God’s-eye view of what’s going on.” Under Rubino’s
guidance, I test-drove the helmet at the company’s Fighter Demonstration Center, located in Crystal
City, Virginia—a stone’s throw from the Pentagon and home to scores of corporate contractors for the
Defense Department.

For decades, American fighter pilots have achieved air dominance with the help of a heads-up display,
or HUD. This is a sloping glass plate affixed to the dashboard that projects flight data as well as the
bombsight and gunsight displays, called “pippers.” HUDs allow pilots to fly and fight without peering
down at their instruments. They are ubiquitous. They appear in civilian and military aircraft, in video
games, and in the recently unveiled Google Glass.

For fighter pilots, a HUD is not a gimmick. It is a lifesaver. Even so, when the time came to design the
F-35’s cockpit, Lockheed Martin dispensed with the HUD in favor of a complex helmet-mounted
display (H.M.D.), which in many ways is the centerpiece of the Joint Strike Fighter. The new system
displays mission systems and targeting data inside the helmet’s visor and gives the pilot something
akin to X-ray vision thanks to the “distributed aperture system” that weaves together disparate feeds
from those outward-facing cameras embedded in the airframe and projects a single image inches from
a pilot’s eyes.

It is impossible to wrap your head around the system until the system wraps itself around your head.
Rubino helped me put on the helmet. It took time to adjust to the reality projected in front of my eyes.
In an instant, I had left Crystal City and was flying over Maryland, close to Baltimore Washington
International Airport. The world in front of me possessed a greenish glow and was “biocular,”
meaning that instead of looking at an image through two separate eyepieces, inside the helmet my
eyes had a circular view of the world.

Along with that artificial world I could see data: altitude, bearing, speed, and other information.
Testing my newfound powers, I peered down at my legs and saw right through the floor of the aircraft.
Looking down to my left I could see the runway at B.W.I. as though the interfering wing did not exist.
The system wasn’t perfect, however. When I turned my head quickly from side to side, the stitching
that weaves six cameras into a single portrait appeared to fray ever so slightly. When I removed the
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helmet after 20 minutes, I had the somewhat unsettling feeling you might get after a day spent riding
roller coasters.

At first blush the helmet-mounted display struck Charlie and his colleagues as a major advance. But
they were left with a nagging question: what happens if something goes wrong with the helmet? The
answer: without a HUD as a fail-safe, pilots would have to fly and fight using the plane’s conventional
heads-down displays.

Visibility is critical to pilots of every stripe. It has proven to be a problem for some F-35 pilots. In
February 2013, the Pentagon’s chief weapons tester, Dr. Gilmore, reported that the cockpit design
impedes pilots’ ability to see their “six o’clock”—that is, directly behind them. According to Gilmore,
who collected the bulk of his data down at Eglin, one air-force pilot reported on his evaluation form
that lack of aft visibility in the F-35 “will get the pilot gunned [down] every time.” What is more, the
distributed aperture system, which is supposed to compensate for structural impediments to visibility,
itself has blind spots, which, according to Charlie and others, preclude its use during airborne
refueling.

The helmets are manufactured by RCESA, a joint venture between the Cedar Rapids–based Rockwell
Collins and the Israeli company Elbit, and they cost more than $500,000 apiece. Each helmet is
bespoke: a laser scans a pilot’s head to ensure optical accuracy when his eyes interface with the
display. To understand the sensory impact of an H.M.D., imagine if, instead of having a rearview
mirror in your car, you saw the same imagery projected onto the inner surface of your sunglasses,
along with data from the speedometer, tachometer, fuel gauge, and global-positioning system. Now
imagine driving forward, and as your eyes glance down toward the pedals, the video feed in front of
your eyes changes to reveal the road beneath the vehicle.

Like other parts of the plane, the helmet-mounted display—with its newfangled gadgetry—works
better on paper than in practice. According to Charlie, some test pilots have experienced spatial
disorientation in flight serious enough that they have disabled the data and video streams to the
helmet and landed using the plane’s conventional flight displays. Spatial disorientation is a potentially
lethal condition in which a pilot loses his bearings and confuses perception with reality. A 2002 joint
U.S.-U.K. review of Class A mishaps in the U.S. Air Force between 1991 and 2000 found that spatial
disorientation was implicated in 20 percent of cases, at a cost of $1.4 billion and 60 lives. (Class A
mishaps are defined as incidents that result in a “fatality or permanent total disability,” destruction of
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an aircraft, or $1 million or more in damage.) The report’s authors worried that, with the advent of
helmet-mounted displays, mishaps involving spatial disorientation “will continue to pose a significant
threat to aircrew.”

One cause of spatial disorientation is latency—when what is displayed lags behind what the plane
does. In much the same way that video lagged behind sound on early Blu-ray players, the F-35’s
onboard computer takes time to figure out where the pilot is looking and to display the appropriate
camera feed. Another problem is “jitter.” Unlike a heads-up display, which is bolted to the airplane,
the F-35’s helmet-mounted display is designed to be worn by pilots whose heads bounce around in
flight. The image created by projectors on both sides of the helmet shakes in front of the pilot’s eyes.

Pierre Sprey, who began working in the Pentagon in the 1960s as one of Robert McNamara’s “whiz
kids” and spent decades helping design and test two of the airplanes the F-35 is supposed to replace
(the A-10 and F-16), contends that, even if designers can deal with latency and jitter, the resolution of
the video is “fatally inferior” compared with the human eye when it comes to confronting enemy
aircraft. “Right from the start, they should have known there would be a huge computation problem
and a huge resolution problem,” says Sprey. “Why do drones shoot up wedding parties in
Afghanistan? Because the resolution is so poor. That was knowable before the helmet was built.” The
helmet-mounted display, says Sprey, is “a total fuckup from start to finish.”

In a statement to Vanity Fair,Lockheed maintained that “we have addressed the helmet’s three
primary areas of concern—green glow, jitter and latency—and remain confident that this capability
will provide F-35 pilots a decisive advantage in combat.”

V. A Plane for Some Seasons
From the outset, critics have worried that by trying to meet so many missions for so many masters,
the Joint Strike Fighter would end up being, as Charlie—one of the plane’s earliest proponents—put it,
a “jack of all trades, and master of none.”

Take the matter of stealth technology, which helps an airplane elude detection. Charlie explained that
while stealth is helpful for deep-strike bombing missions, where planes must remain unobserved
while going “downtown” into enemy territory, it doesn’t serve much purpose in a Marine Corps
environment. “The Joint Strike Fighter’s forte is stealth,” he said. “If it’s defending Marines in combat
and loitering overhead, why do you need stealth? None of the helos have stealth. The Marines’
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obligation is not to provide strategic strike. Look at Desert Storm and the invasion of Iraq. Marine
aviators did close air support and some battlefield prep as Marines prepared to move in. Not deep
strike. Ask the commandant to name the date and time the Marines struck Baghdad in Desert Storm.
Sure as hell wasn’t the start of war. Why invest in a stealth aircraft for the Marines?”

Charlie’s question resonates with others in the aerospace community who argue that stealth may
actually inhibit the Marines’ ability to carry out their primary mission: close air support. To remain
low-observable—military-speak for stealthy—the F-35 must carry fuel and ordnance internally. That,
in turn, impacts how long it can loiter over the battlefield (not exactly a stealthy tactic to begin with)
and how much weaponry it can deploy in support of Marines below. Consider this: the air force’s nonstealthy A-10 Thunderbolt II—a close-air-support aircraft that the Marines routinely call upon and
which the F-35 is replacing—can carry 16,000 pounds worth of weapons and ordnance, including
general-purpose bombs, cluster bombs, laser-guided bombs, wind-corrected munitions, AGM-65
Maverick and AIM-9 Sidewinder missiles, rockets, and illumination flares. It also has a 30-mm. GAU8/A Gatling gun, capable of firing 3,900 rounds a minute.
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Lieutenant Colonel David Berke stands next to the engine of the F-35B.

By comparison, the F-35B, which the Marines insist they will field in 2015, will carry two AIM-120
advanced air-to-air missiles (which protect the F-35 from other aircraft, not grunts on the ground)
and either two 500-pound GBU-12 laser-guided bombs or two 1,000-pound GBU-32 J.D.A.M.’s. In
other words, a plane that costs at least five times as much as its predecessor will initially deploy
carrying one third as much ordnance and no gun whatsoever. Lockheed maintains that the F-35 is
outfitted with a series of hard points that will eventually allow the plane to carry up to 18,000 pounds
of ordnance for the air-force and navy variants and up to 15,000 pounds for the Marine version.
However, carrying external ordnance will eliminate the plane’s stealth signature—which is routinely
touted as one of the plane’s primary advantages over legacy aircraft.

Having built the F-117A Nighthawk and F-22 Raptor, Lockheed Martin has plenty of experience with
the highly toxic coatings and svelte surfaces that help stealth aircraft go undetected. The company also
knows that the technology is finicky and has the capacity to turn a cutting-edge fighter into a hangar
queen. A significant portion of an F-22 Raptor’s downtime is spent in hangars with maintainers
mending its stealthy coating, which has a tendency to wear off during certain meteorological
conditions.

When the time came to cover the F-35 with a radar-absorbing material, Lockheed changed its
technology, covering the plane with a rigid coating applied in sections. Unfortunately, prolonged use
of the plane’s afterburners causes the F-35’s stealthy outer layer—as well as the skin underneath—to
peel and bubble near the tail. As a result, the F-35 is prohibited from supersonic flight while Lockheed
Martin comes up with a fix—one that will require retrofitting the 78 planes that have already come off
the production line. The fact that this could have occurred at all, much less on the Pentagon’s biggest
and most important weapons program, baffles Pierre Sprey. “Everyone knows that the faster a plane
goes, the warmer the skin gets,” he says. “All they had to do was test a one-square-foot portion in an
oven. Yet again, we’re finding this stuff out on planes that are already built.”

When asked how two signature elements of the same program—stealth and supersonic speed—could
have come into such direct collision, a senior Pentagon official with access to F-35 test data explained,
“This is not rocket science. When you let a contractor do whatever he wants to do, and you don’t
watch him very carefully, he’s going to trust his engineering analysis as opposed to doing what you
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just said—building a piece and putting it in an oven. Because he looks at a piece of paper and he’s got
his engineers and he says, ‘Oh, this is good; we’ve got margin there. We’ve got an extra 10 degrees and
an extra five minutes on the coatings. We’re good. We don’t have to test that.’ Government oversight
would say, ‘Show me.’”

Among the F-35’s current limitations, perhaps the most surprising involves inclement weather. As I
witnessed during my second day at Eglin Air Force Base, when storm clouds loomed over the Gulf of
Mexico, the Pentagon’s supposedly “all weather” F-35 Lightning II, ironically, cannot fly within 25
miles of lightning. I watched as pilots gathered around a computer and tracked the weather, trying to
decide if it was safe enough to go aloft. While this prohibition has been publicly reported, the reasons
behind it have not.

“Every airplane flying today—civilian and military—has static-electricity dissipation built into it.
That’s because there’s lightning all over the planet,” Charlie explained. To guard against an onboard
fire or explosion caused by lightning, static electricity, or an errant spark, modern planes carry
something called an onboard inert-gas generation system (OBIGGS), which replaces combustible fuel
vapor with non-combustible nitrogen. As important as these systems are to civilian aircraft, they are
indispensible to military planes, which carry ordnance and must also contend with incoming bullets
and missiles. Yet when the time came to outfit the F-35 with such a system, certain fasteners, wire
bundles, and connectors inside the plane that ordinarily help dissipate electrical charges were
replaced with lighter, cheaper parts that lacked comparable protection.

VI. Pushback
Spend even a brief amount of time with members of the J.S.F. program and you’ll hear the basic sales
pitch over and over again: The F-35 is a fifth-generation fighter-bomber. It is a quantum leap over
legacy aircraft that are nearing the end of their natural lives. Fourth-generation planes like the F-16
and F/A-18 cannot easily be upgraded. You can’t change the shape of the plane. You can’t just keep
bolting on new pieces of equipment. Fifth-generation characteristics—like stealth, sensor fusion, and
increased maneuverability—must be baked into the plane from the start.

Still, when they think about the F-35 simply as an airplane—leaving aside the delays, the defects, the
costs, the politics—military pilots tend to like what they see, or at least what they imagine will come.
Pilot-speak is typically uninflected, but enthusiasm pokes through. I spent many hours with Berke and
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Johnston at Eglin and discussed many of the issues that have provoked criticism of the F-35. The
pilots invoked the “above my pay grade” response to some questions. On others they offered
explanations or pushback.

I asked, What about that comment, from an evaluation, about how lack of aft visibility in the F-35 will
“get the pilot gunned [down] every time”?

Johnston: Well, you come back from flying and you get 100,000 questions and they’re like, What do
you think of the rearward visibility? I’m not thinking, O.K., this is on the cover of The

Washington

Post. I’m thinking, like, O.K., yeah, visibility’s more limited than what I’m used to. Uh-huh. Copy. It
was designed that way for a reason. But I’m not going to sit there and write this paragraph on it. I’m
just going to say the aft visibility is not as good as it was in a [F-16] Viper. And if that pilot was sitting
here with you, you’d be like, O.K., I see that you would write something like that. But you’re thinking
you’re talking to a bro, and you’re trying to write as quickly as you can because you have a million
questions to go.

So the visibility issue isn’t a concern?
Berke: Not even a tiny bit. The convenience factor of looking from a Viper is really nice, and I’ve
flown that jet. But if you put it in context—of all the systems on the airplane and how you fly fifthgeneration fighters—a minor reduction in visibility in the F-35 does not concern me. I wouldn’t even
spend a brain cell on that.

I asked, What about General Bogdan’s remark about the “50 top parts that break more often than we
expect them to”?

Johnston: Things are going to happen. There has never been a program with more end users and
shareholders than this. You’re asked to develop the most sophisticated go-to-war system ever. Then
you’re told you’ve got to make it take off from an aircraft carrier, take off near vertically, then land
vertically on a small boat, which I can’t even believe the Marines land on. Oh, and we’ve got
international partners that all get a say in this. So I will say I’m not surprised that we have parts that
don’t work and things like that.

Critics point to several publicized episodes when the discovery of design or technical problems has
grounded the entire fleet. I asked, Are you troubled?
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Berke: The idea of grounding a fleet is not something new to aviation. It’s happened in every
airplane I’ve ever flown. Many, many, many, many times.

Berke and Johnston aren’t policymakers or engineers. They’re pilots, and they believe in their work. A
more disturbing assessment came from perhaps the most improbable source: Christopher Bogdan,
the general who heads the Joint Strike Fighter program. A few weeks after I saw him in Norway, we
sat down at his office in Crystal City. The plate-glass windows offered views of the Jefferson Memorial
and the Washington Monument, and if Bogdan had been wearing a dress uniform with his ribbons
and his three stars, the scene would have looked like a cartoon or a cliché. But Bogdan, 52, wore a
green flight suit. He too is a pilot, one who has logged 3,200 hours in 35 different military aircraft.
When answering questions, he frequently thumped his fist on a conference table.

With dry understatement he took issue with the bedrock concept of the Joint Strike Fighter—that a
single airplane could fulfill the different missions of three different services—calling it “a little
optimistic.”

He felt that the way the program had been set up with Lockheed at the outset made absolutely no
sense. His first target was the concept of Total System Performance Responsibility: “We gave
Lockheed very broad things that said the airplane has to be maintainable, the airplane has to be able
to operate from airfields, the airplane has to be stealthy, the airplane has to drop weapons—without
the level of detail that was necessary. We have found over the 12 years of the program that the
contractor has a very different vision of how he interprets the contractual document. We go, ‘Oh no, it
needs to do X, Y, and Z, not just Z.’ And they go, ‘Well, you didn’t tell me that. You just told me in
general it needed to do something like Z.’”

His second target was the payment structure: “Most of the risk on this program when we signed this
contract in early 2001 was on the government squarely. Cost risk. Technical risk. Perfect example: in
the development program, we pay Lockheed Martin whatever it costs them to do a particular task.
And if they fail at that task, then we pay them to fix it. And they don’t lose anything.” Bogdan
explained that, since taking office, he has made burden-shifting a priority. Beginning with more
recent batches of F-35s, Lockheed Martin will cover increasingly larger shares of cost overruns as well
as a percentage of “known aircraft retrofit requirements”—that is, the cost to fix flaws discovered on
planes that have already come off the assembly line.
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Bogdan made it clear that he is tired of business as usual. “Sometimes industry is not accustomed to
what I call straight talk. It can get cozy sometimes. I’ve seen it happen. I’ve been there,” he said. “I’ve
seen senior leaders on both sides of the fence. And I can tell you that when you take over a program
that has had problems like this, being cozy is not an advantage.” He continued, “We awarded the
original contract in 2001. We’ve been at this for 12-plus years, and we should be a lot further on in the
program and in our relationship than where we are in 12 years.”

Strains in that relationship were evident when I asked about various issues dogging the program.
Lockheed, for example, describes the problem of the afterburner essentially cooking portions of the F35’s stealthy skin as “a minor issue that has been resolved.” The company insists that “[t]here is no
structural retrofit needed for the F-35. This was an issue with the adhesive used on the edge of the
horizontal tails of test aircraft. A new adhesive is being incorporated in current production aircraft.”

General Bogdan, to whom Lockheed reports, told me that supersonic flight (or any prolonged use of
the afterburner) “creates a thermal environment on the back tail portion of the airplane where over
time that heat kind of starts disbonding the coatings we have. That’s just not good.” If he had his
druthers, salvation would not lie with Lockheed Martin. “If I needed a 911 number or a pick-up-andcall-a-friend, it will be a company like DuPont who builds chemical sealants and those kinds of
things.” Continuing on, he said, “Our desire is that we will fix this problem. But that’ll cost us money
because we have to cut in the new fix to the production line, and all the airplanes out there have to be
retrofit. So there’s a cost there, and we bear that cost. Remember how I told you we took too much
risk on this program? Well, there’s some of it.”

When it came to questions about the helmet-mounted display, Bogdan said he was unaware of any
instance in which pilots reported spatial disorientation. That said, he conceded that problems with the
helmet were real and ongoing, though design solutions had been found for most of them: “But we
haven’t put them all together yet in the helmet. Now I’ve got to put it in the helmet and produce the
helmet so that I can build 3,000 helmets that all work. Instead of just one helmet that’s been
handcrafted with solutions.” Bogdan’s gone one step further, sourcing an alternative helmet from
aerospace giant BAE in case the current RCESA helmet is beyond redemption. “Lockheed Martin
would very, very much like to influence my decision-making here in favor of the Rockwell helmet. I’m
not letting them do that,” he explained. As if to punctuate that he remains open to another solution,
Bogdan told me that the BAE helmet is “$100,000 to $150,000 less.”
https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin
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Major Matt Johnston walks away from the F-35A.

As for the prohibition against flying the F-35 in inclement weather, Bogdan explained that the OBIGG
system “wasn’t up to snuff when it came to protecting for lightning, because it couldn’t keep up with
diving and climbing and keeping enough nitrogen in the fuel tanks. So we had to beef up the OBIGG
system and that is part of the redesign that’s causing us not to be able to fly in lightning right now.
Until that OBIGG system gets redesigned for that purpose and becomes more robust, I guess, we don’t
fly in lightning. Now we’re going to have that fixed by 2015.” The bottom line amounted to: this is a
fixable problem, it shouldn’t have happened in the first place, and in normal circumstances it would
have been fixed during testing, so it’s too bad that airplanes are already rolling off the assembly line
and will all have to go back for repair. That’s what concurrency does. “It makes the program very
complicated. It adds cost. I hate to armchair-quarterback. And today I may be making decisions that
another three-star seven years from now may look back and say, ‘What the hell was Bogdan thinking?’
It’s frustrating. But I just have to play the cards I’m dealt.”
e was philosophical about his situation, wishing he could change a lot of the Joint Strike Fighter’s
https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin
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H
history and knowing he could not. “I look in the rearview mirror to understand where we’ve been, so I
don’t make those same kinds of errors. But if I look in the rearview mirror too much, one, I don’t keep
my eye on the road in front of us, and two, it would drive me nuts, and I wouldn’t be in this job very
long.”

VII. Political Engineering
By the time Pierre Sprey left the Pentagon, in 1986, he had come to a conclusion: “The level of
corruption had risen so high that it was impossible for the Pentagon to build another honest aircraft.”
In 2005, a Pentagon procurement official, Darleen Druyun, went to prison after negotiating a future
job with Boeing at the same time she was handling the paperwork on a $20 billion tanker deal the
company was competing for (and won). Boeing’s C.E.O. and C.F.O. were ousted, the contract was
canceled, and the company paid $615 million in fines. The man called in to clean up that mess was
Christopher Bogdan.

The political process that keeps the Joint Strike Fighter airborne has never stalled. The program was
designed to spread money so far and so wide—at last count, among some 1,400 separate
subcontractors, strategically dispersed among key congressional districts—that no matter how many
cost overruns, blown deadlines, or serious design flaws, it would be immune to termination. It was, as
bureaucrats say, “politically engineered.”

Founded in 1912, Lockheed earned its stripes during World War II when its twin-engine P-38
Lightning fighter helped the Allies gain air superiority. After the war, the company built a string of
aircraft that changed the course of aviation history, from the SR-71 Blackbird to the F-22 Raptor. In
1995, Lockheed merged with Martin Marietta to form Lockheed Martin, which employs 116,000
people worldwide and recorded $47.2 billion in sales last year. The company receives more federal
money—nearly $40 billion in 2012—than any other company. Lockheed’s corporate motto is, “We
never forget who we’re working for.”

The company employs a stable of in-house and outside lobbyists and spends some $15 million on
lobbying each year. When it comes to the F-35, which accounts for one of its largest revenue streams,
Lockheed takes every opportunity to remind politicians that the airplane is manufactured in 46 states
and is responsible for more than 125,000 jobs and $16.8 billion in “economic impact” to the U.S.
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economy. Signing up eight allied countries as partners provides additional insurance. “It’s quite
frankly a brilliant strategy,” said General Bogdan, acknowledging that it is effective even if it is not
admirable. Political engineering has foiled any meaningful opposition on Capitol Hill, in the White
House, or in the defense establishment.

During the 2012 campaign cycle, Lockheed—either directly or indirectly through its employees and
political-action committee—doled out millions in campaign cash to virtually every member of
Congress. The company’s lobbyists included seven former members of Congress and dozens of others
who have served in key government positions. According to Charlie, Pentagon officials involved with
the Joint Strike Fighter routinely cycle out of the military and into jobs with the program’s myriad
contractors, waiting out intervening fallow periods required by ethics laws at Beltway “body shops”
like Burdeshaw Associates. Until recently Burdeshaw was led by Marvin Sambur, who, as assistant
secretary of the air force for acquisition, oversaw the F-35 program. (He resigned in the wake of the
Boeing tanker-lease scandal, for which his subordinate Darleen Druyun went to prison.) The firm
itself lists dozens of generals and admirals as “representative associates,” and on its board it boasts
none other than Norman Augustine, a former chairman and C.E.O. of Lockheed Martin. When asked
about the Lockheed Martin connection, Burdeshaw’s vice president, retired air-force major general
Richard E. Perraut Jr., wrote in a statement to Vanity

Fair,
“It is our company policy to not

comment

on questions about clients, projects, or Associates” (emphasis in the original). For his part, Dr.
Sambur wrote in a separate statement: “I never consulted for Lockheed on the F35 or F22, and while I
was at Burdeshaw, we had no contract with Lockheed for any consulting with respect to these
programs.”

Enter “F-35” as a search term in the House’s Lobbying Disclosure database and you will find more
than 300 entries dating back to 2006. Lockheed is hardly the only company trying to influence
congressional action on the Joint Strike Fighter. According to congressional filings, West Valley
Partners, a coalition of Arizona cities organized to preserve the long-term viability of Luke Air Force
Base, near Glendale, has paid the aptly named lobbying outfit of Hyjek & Fix more than $500,000
since 2010 to influence “F-35 Basing Plans for the US Air Force.” In August 2012, Secretary of the Air
Force Michael Donley announced that Luke A.F.B. had been chosen to house three F-35 fighter
squadrons as well as the air force’s F-35A pilot-training center.

The Beaufort Regional Chamber of Commerce, in South Carolina, has paid the Rhoads Group
$190,000 since 2006 to help ensure “East Coast basing of F-35 mission.” In December 2010, the
https://www.vanityfair.com/news/2013/09/joint-strike-fighter-lockheed-martin
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Pentagon announced its decision to base five F-35 squadrons at Marine Corps Air Station Beaufort.
Senator Lindsey Graham, a beneficiary of Lockheed campaign contributions, issued a statement that
said, “Christmas came early this year.”

These efforts pale in comparison to the $2.28 million that Cleveland-based Parker Hannifin has paid
its lobbyists, the LNE Group, since 2007. Parker Hannifin expects to receive revenues of
approximately $5 billion over the life of the Joint Strike Fighter program. Working with aerospace
giant Pratt & Whitney, which is overseeing construction of the F-35’s engine, Parker Hannifin is
producing, among other things, fueldraulic lines for the short-takeoff and vertical-landing version of
the airplane. It was the failure of one of these fueldraulic lines that led to the grounding of the
Marines’ entire fleet of F-35Bs earlier this year. (In a statement to Vanity

Fair,
Pratt & Whitney said it

is working to ensure that “no costs associated with the inspection and replacement of the hoses are
borne by the taxpayer”).

VIII. Ready for Combat?
“I ask you to buckle down your seat belts and snug your harness up nice and tight,” Marine Corps
Commandant James Amos announced last November, welcoming what he described as the first
operational F-35 squadron at Marine Corps Air Station Yuma, “because you are about to take a ride of
a lifetime in a great airplane at an important point in America’s history.” Ten months later, the
squadron is by no means operational. Like its sister squadron at Eglin, it lacks the Block 2B software
that would allow the planes to drop real bombs, engage enemy aircraft, or do much besides fly in good
weather. Moreover, the planes at Yuma, like the entire fleet of F-35s, are hobbled by design flaws,
some of which, according to General Bogdan, will require retrofitting. Nevertheless, the Marine
leadership remains bullish. At a recent Marine Aviation Dinner, General Amos declared that the F-35
would be ready to fight in the next campaign the U.S. faces.

As if to bolster that case, on May 31, 2013, the Marines, at Amos’s direction, reported to Congress that
their own airplane “will reach the I.O.C. milestone” between July and December 2015. Amos’s
declarations have both angered and baffled many J.S.F. insiders. “Neither the F-35B nor the other
variants have begun much less completed operational testing, which can take up to two years,” says
Charlie. “And that can’t begin until they get at least the Block 2B software, which won’t even happen
until 2015.”
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I asked General Bogdan about the Marines’ decision to declare their planes combat-capable without
adequate time for operational testing (O.T.)—or, as the Pentagon used to call it, “field testing.” His
answer was straightforward—yes, that was what the Marines are going to do, and yes, they have the
power to do it. “By law,” he said, “we have to do operational testing. But by law, the service chiefs, the
secretaries of the services, get to decide I.O.C. and when the airplane can go into combat. There’s
nothing that says the results of the O.T. must be used, factored in, to determine what the services do. I
can tell you that’s why, when you look at the real letter of the law, the U.S. Marine Corps intends on
declaring I.O.C. before we start O.T.” In other words, the commandant of the Marine Corps plans to
announce that his planes are ready for combat before operational testing proves they are ready for
combat. (Despite repeated queries over a period of nearly a month, including requests for an interview
and the submission of written questions, the office of the commandant of the Marine Corps would
make no comment.)

One can argue—as General Bogdan does, and as some opponents concede—that given enough time,
and given copious yet unspecified amounts of additional money, the Joint Strike Fighter could
become the airplane its creators dreamed of. But how much is too much and can we afford three
variants of an airplane whose flaws are still being uncovered? The Department of Defense is on the
hook to serve up $37 billion in sequestration savings this year alone. Those cuts, however, have yet to
hit the F-35. Instead they are being visited upon hundreds of thousands of civilian employees—
including some of those who work in the F-35’s Joint Program Office—in the form of furloughs.

Near the end of my interview with General Bodgan, I thanked him for his candor. His reply was a
broad one, not directed at any branch of the military or any particular company. “It is unfortunate,”
the general said, “that you can’t get straight answers, because we’re at a point in this program where
transparency leads to trust, leads to advocacy or at least support. People have committed to this
program. We’re not walking away from the program. Something catastrophic would happen to walk
away from that. So just tell everybody the truth. It’s hard.”

© Condé Nast. Use of this site constitutes acceptance of our User Agreement (effective January
2, 2014) and Privacy Policy (effective January 2, 2014). Your CA Privacy Rights. The material
on this site may not be reproduced, distributed, transmitted, cached or otherwise used, except
with the prior written permission of Condé Nast.
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“Economic growth and business
development must be pursued in
ways that are sustainable in the
broadest sense – economic, social,
and environmental. Investment
and business activity must include
commitments to corporate
sustainability and responsibility
and the highest standards of business ethics.”
United Nations Secretary-General Ban Ki-moon,
Istanbul, Turkey, 9 May 2011 – Secretary-General’s Remarks
at High-Level Meeting on Investment and Partnerships
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Summary

T

his report addresses proven and postulated violations
of human and environmental rights by multinational
corporations and discloses the financial institutions
(FIs) which benefit from these activities.
Dirty Profits summarizes cases of companies which are
heavily criticised for their poor environmental, social, and/or
governance performance by stakeholders such as courts,
politicians, regulators, NGOs, local communities, and the
media. Often these cases concern proven and postulated
breaches of national and international laws, conventions, and
regulations associated with environmental damage, climate
change, human and labour rights, community rights, corruption, and arms.
Companies accused of committing human rights abuses and
environmental damages have been trying for decades to
address social issues through CSR (Corporate Social Responsibility) programmes. These – mostly selective and voluntary
approaches – ignore the fact that a serious approach requires
the collective consideration of all human rights issues, not just
a select few that companies feel comfortable with. A comprehensive human rights approach must focus on the people’s
needs in relation to a company’s social and environmental
impact.
Every company in every industrial sector, particularly the
resource extracting and arms producing industries, impacts
human rights and therefore has responsibilities. This report
demonstrates that companies often leave a negative impact on
a range of human rights issues, such as discrimination, health
& safety, freedom of association, privacy, poverty, subsistence,
education, and housing. Also, corruption is becoming a
considerable problem undermining the world’s social, economic, and environmental development. Abuse of state power,
exclusion, environmental pollution, and the (illegal) arms
trade are widely recognised as leading causes of poverty. Thus,
respecting human rights is crucial for the long-term sustainability of development, especially in light of rapidly growing
resource-based industries.
In this network, investors along with public and private
banking sectors play an incremental role in every division of
human and business activity. With their investment decisions,
this syndicate fosters certain business choices and hampers
others. It is essential to strive to eradicate global poverty and
secure human rights and use financial resources according
to ethical and sustainable investment criteria – especially in
Sub-Saharan countries.
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However, there is still a lack of adequate and effective
investment policies which address vital sectors and critical
issues at FIs. Binding legislation to regulate financial flow
is also absent, mainly in the spheres of human and labour
rights, environmental standards, and anti-corruption. This gap
results in unsustainable business practices and contributes to
human rights violations and environmental destruction in
under-developed and low-income countries.
As a result of the recent financial market crisis, FIs are
increasingly turning to the resource extracting and mining
industries for investment. Many private and institutional
investors view commodity equity funds as an opportunity to
reap high profits from this industry sector. Investments in
commodities prosper because they form the basis of economic
activity in western society. Industrialized countries especially
depend on the constant availability of a wide range of raw
materials. Experts state that in most cases it is unlikely that the
local population benefits even marginally from the profits of
resource extraction. Furthermore, profits are often veiled
in tax havens and thus remain untaxed. Investors should look
for investment opportunities that focus on the sustainable
extraction and efficient use of resources.
The arms industry has become all the more attractive for
investors over the years because of its significant increase in
turnovers and exports. According to data on international
arms transfers by Stockholm International Peace Research
Institute (SIPRI), the volume of worldwide arms transfers was
24 percent higher from 2007–2011 than it was from 2002–
2006. Likewise, the total value of German weapons exports
increased in 2011 by 13.9 percent to a total of around €5.41
billion compared to the previous year.
Thus, this report focuses on both the resource extracting
and the arms producing industries. The irresponsible export of
arms has and will lead to: (1) violations of human rights and
international humanitarian law, (2) inter- and intranational
conflicts, and (3) political instability, insecurity and reduced
economic growth. Additionally, they support unaccountable
purchasing practices, corruption, and the diversion of public
assets. The US Department of Commerce estimates that the
arms trade accounts for approximately 50 percent of all global
corrupt transactions.
In 2011, companies* documented in this report earned
combined revenues of at least €1.22 trillion and achieved net
profits of more than €106 billion. While a significant amount
was involved, it is impossible to specifically relate these numbers to human rights violations and environmental damage.

“To end human rights abuse
and environmental damage,
financial institutions and
policy makers should commit
themselves to binding regulations that adequately address
environmental and human
rights issues. They should also
increase control, inspection
criteria, and sanction mechanisms for financial transactions.”
Barbara Happe, urgewald

TOP 10 Financial Institutions benefiting
from human rights violations and environmental
damages (€ Billion)
BNP Paribas

13,323

Deutsche Bank

9,590

ING

6,528

Allianz

5,105

UniCredit

5,086

Commerzbank

1,996

DZ Bank

1,432

DekaBank

780

KBC

421

Munich Re

230

The financial institutions** which directly support and thus
benefit most from business activities resulting in proven and
postulated violations of human rights and environmental
damage include the French BNP Paribas, the German Allianz
and Deutsche Bank, the Dutch ING, and UniCredit from Italy.
Since early 2010, the financial transactions between the 16
financial institutions** and 28 companies* investigated in this
report amount to more than €44 billion including loans (more
than €16 billion), underwritings of shares and bonds (more
than €10 billion) and managed shares and bonds (less than €18
billion).
Unfortunately, the current world-wide financial crisis has
made it impossible to judge harmful investments from the “old”
or “real” economic perspective. Through speculative investments and non-transparent financial products, financial
institutions and investors endanger MDGs, create poverty,
violate rights, and put the world’s financial system at risk. This
report also documents the harmful business practices of the
investment banks Goldman Sachs (USA) and Deutsche Bank
(Germany) and their role in the formulation of a crisis-ridden
financial sector.
This report highlights the need for binding regulation to
better address environmental and human rights issues. In
order to combat human rights and environmental violations,
regulators have to strengthen control, inspection criteria,
and sanctions for financial institutions.
In order to regain credibility, financial institutions must
develop and implement concrete and binding commitments
to sustainability, transparency, clearly defined minimum
standards, and exclusion criteria for their financial services.

*

Alliant Techsystems Inc., Alpha Natural Resources Inc., Anadarko
Petroleum Corp., Anglo American plc, Barrick Gold Corp., BHP
Billiton Ltd., Coca-Cola Co., Drummond Co., EADS N.V., ENI S.p.A.,
Flextronics International Ltd., General Dynamics Corp., Glencore
International plc, H&M AB, Hanwha Corp., Heckler & Koch GmbH,
Hon Hai Precision Industry Co. Ltd. (Foxconn), L-3 Communications
Holdings Inc., Lockheed Martin Corp., Paladin Energy Ltd., Rheinmetall AG, Rio Tinto plc, Royal Dutch Shell plc, Samsung Electronics
Co. Ltd., Textron Inc., Vale S.A., Vedanta Resources plc, Wilmar
International Ltd.
** Allianz, Argenta, BayernLB, BNP Paribas, Commerzbank, DekaBank,
Deutsche Bank, DZ Bank, ING, KBC, KfW, LBBW, Munich Re,
UniCredit.
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Methodology

◀
Copper Smelter at Glencore’s
Mopani Mine in Zambia
© BD, Photo Audrey Gallet

T

he FACING FINANCE campaign calls on investors
not to invest in companies which profit from human
rights violations, environmental pollution, corruption or the production and export of weapons.
Human rights are a crucial factor for long-term developmental sustainability. Discrimination and environmental
pollution are widely recognised as structural causes of poverty.
Violations of labour rights and corruption have played a major
part in undermining the world’s social and economic development as well as environmental preservation.
Given this information, there is sufficient evidence that
corporate activities by multinational companies are often
responsible for:

→→

→→
→→
→→
→→

serious and systematic human rights violations
such as forced labour, deprivation of liberty,
child labour and other child exploitation;
serious violations of the rights of individuals in
situations of war or conflict;
severe environmental damage;
gross corruption;
production and export of weapons that violate
fundamental humanitarian principles.
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Thus, they often breach global norms such as the International Bill of Human Rights, the ILO labour standards, the
OECD Guidelines for Multinational Enterprises, the Convention on Cluster Munitions, weapons embargoes and relevant
national (export) regulations and laws.
However, they do not lack the necessary funds to do business; they are financed by both public and private financial
institutions, nationally and internationally.
For this reason, the increasing importance of the interrelation between corporate activities and investments on the
one hand and achieving the Millennium Development Goals
(MDG) on the other hand require responsible investors who
support strong human and labour rights, as well as environmental and anti-corruption standards.
This report covers controversial issues including proven
and postulated breaches of national and international laws,
conventions, and regulations with regard to environmental
damage, contribution to climate change, human and labour
rights, community rights, corruption, and weapons.

Does this report include all companies which
violate international norms and standards?
No. There is still a lack of official information available on
the violation of international norms and standards by companies worldwide. However, there are reports on hundreds
of companies who profit from hundreds of harmful business
activities.
Accordingly, the FACING FINANCE report documents
examples of companies which are currently heavily criticised
for their poor environmental, social and/or governance performance by different stakeholders such as courts, politicians,
regulators, NGOs, local communities, and media.
Are all financial institutions, investors and creditors
and their business relations with companies
which violate international norms and standards
listed in this report?
No. In accordance with the FACING FINANCE membership
profile, the report particularly analyses the relevant financial
institutions active in Belgium (BNP or ING), Germany, and Poland which profit from these harmful business activities or support the selected companies and their business operations by
providing bonds and loans. Financial analysis were provided
by Profundo (The Netherlands). They examine financial relations between 28 selected companies and 16 selected financial
institutions since early 2010.1

Thousands of Americans became homeless in the aftermath
of the housing bubble, European states are sliding towards
bankruptcy and rising food prices drive millions of poor people
to suffer from hunger. Many of these outright criminal acts are
made possible through governmental deregulation and legal
loopholes. These financial schemes hinder worldwide development. In addition, the budget for development aid has declined
drastically since the start of the Euro crisis, seriously endangering existing efforts.
This report documents the business activities of the investment banks Goldman Sachs and Deutsche Bank concerning
their involvement in the aforementioned practices. These
two financial institutions were also chosen because they have
been heavily criticised by courts, scientists, politicians, NGOs
and media for their speculative investments and their nontransparent and high-risk financial products. Finally, these two
banks have an exposed economic importance and relevance
and a significant impact on European bank clients and their
assets.
Note: Internet sources were accessed between August and
November 2012. Financial data pertaining to financial
turnover 2011 and net profits 2011 were derived from company reports and the Thomson One Database.
→ Thomas Küchenmeister & Leen Schmücker

Does the report only focus on the industrial
sector?
No. The current world-wide financial crisis has shown that it
is no longer possible to focus on harmful investments from the
perspective of the “old”, real economy. Financial institutions
and investors also endanger the MDGs, create poverty, violate
rights, and put the world’s financial system at risk through
speculative investments. This especially results from their
non- transparent and high-risk financial products which have
nothing to do with the projects of the real economy. Speculation, tax evasion, and revolving doors are just as threatening to
the MDGs as weapons, mining, or oil spills.

1

PROFUNDO: Dirty Profits, Report on companies and financial institutions benefiting from
violations of human rights. A research paper prepared for FACING FINANCE, 10 November
2012.
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Company Profiles and
Harmful Projects

▲
Protest against Barrick Gold at their Annual
Meeting in Toronto 2012
© flickr/drawstring Alan Pike Photo
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▲
Trident II D5 nuclear missile
© Lockheed Martin

▲
ATACMS MLRS rocket with cluster munitions,
displayed at Eurosatory 2006 in Paris
© FACING FINANCE

Lockheed
Martin Corp.
S
Management of shares and bonds:
Allianz
248.09
Deutsche Bank
68.16
MunichRe
22.08
Loans:
Deutsche Bank

71.92

Turnover:

35,906.30

Net profit:

2,050.18

ISIN:

US5398301094

( Top Financial Transactions in € Milllion )

“Lockheed Martin has never
published, stated or confirmed
that it has stopped or will stop
the production of the GMLRS or
other cluster munitions.”
IKV Pax Christi,
Worldwide investments in
Cluster Munitions, June 2012

IPRI placed Lockheed Martin 1st among the
2010 Top 100 list of the world’s largest
arms-producing companies.1
Lockheed Martin's weapons systems currently
operate aboard all U.S. Navy nuclear submarines
and aircraft carriers deployed worldwide.2 The
company, based in Bethesda, Maryland (USA),
produces a wide variety of nuclear weapons
including the Trident II D5 nuclear missiles for the
U.S. Ohio class submarines and the British
Vanguard class submarines for both the United
States and the United Kingdom.3 Lockheed Martin
is also contractor for the new guided B61-12 TSA
tail kit to increase accuracy for deployed, groundpenetrating bombs known as “mini-nuclearbombs”.4
Lockheed Martin is also involved in the
production of cluster munitions. This is confirmed
by government contracts and the ongoing

1

http://www.sipri.org/research/armaments/production/Top100

2

http://www.lockheedmartin.com/us/products/nuclearsands.html

3

http://www.dontbankonthebomb.com/wp-content/uploads/2012/02/DivestmentReport.pdf

4

http://www.fas.org/blog/ssp/2011/06/b61-12.php, Jane’s Weapons
Handbook 2012/2013 – Air-launched Weapons, p. 417.

contractual obligations to provide cluster munition missiles for customers until 2013. These
include the 227mm M30 Guided MLRS (GMLRS)
rockets launched by M270 MLRS or HIMARS, which
are exported to the United Arab Emirates, Jordan,
and Singapore.5 Cluster munitions are banned
under the Convention on Cluster Munitions.
The Norwegian Ministry of Finance, Delta Lloyd
Asset Management, Danske Bank, Triodos, and
the Dutch Pensioenfonds Zorg en Welzijn are
among those who have excluded Lockheed Martin
from their investments because of their involvement in the production of nuclear arms and /or
cluster munitions.6
→→ Thomas Küchenmeister

5

Sipri (2012) – Global transfers of major conventional weapons
sorted by supplier (exporter), 2011.

6

http://www.regjeringen.no/en/dep/fin/Selected-topics/
the-government-pension-fund/responsible-investments/
companies-excluded-from-the-investment-u.html?id=447122,
http://www.pfzw.nl/about-us/investments/responsible-investments/activities/Paginas/exclusions-of-companies.aspx,
http://www.deltalloydassetmanagement.nl/media/179531/
exclusions_controversial_weapons_q1_2012.pdf,
http://www.danskebank.com/en-uk/CSR/business/SRI/Pages/
exclusionlist.aspx.

“We are committed to the highest standards
of ethical conduct in all that we do.”
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Lockheed Martin Code of Ethics 2012

Recommendations
and Demands

D

uring the 1980’s human rights accuses particularly by
the extractive and infrastructure industries received
increased attention by media and NGOs. Companies
willing to commit the worst human rights abuses flocked to
areas of conflict or countries with highly corrupt governments
where their actions would go unnoticed. Here, human and
labour rights violations such as unregulated land acquisition,
the forced displacement of populations with little or no compensation, refusal of access to necessities, pollution of drinking
water, destruction of livelihoods, and the suppression of rights
like the freedom of assembly became commonplace.
This report calls on financial institutions (FIs) to become
significantly more accountable in order to eliminate human
rights abuses, environmental damages, and tax evasion. They
must also implement policies to prevent corporations from
violating international norms and standards.
Indeed, several financial institutions have expressed their
support for human and environmental rights in recent years
through various policy statements and by signing voluntary
initiatives such as the United Nations Global Compact, the
Principles for Responsible Investment, the Equator Principles,
etc. .
Nevertheless, a large gap still exists between these nonbinding policies and principles and the actual investment practices
of financial institutions. The Dirty Profits financial analysis
proves that financial institutions continue to finance companies and projects which commit serious human rights and
environmental violations.
Binding regulation for financial institutions is therefore
necessary in order to adequately address environmental and
human rights issues. Decision makers have to increase control,
inspection criteria, and sanctions for offending financial
institutions.
Financial institutions are urged to develop and implement
binding standards of practice as this is their only opportunity
to regain credibility. These standards should encompass the
following commitments:
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Recommendations
and Demands
Commitment to a Binding Sustainability Approach
FIs must implement a sincere approach to social and environmental sustainability which takes into account the impact of
their investment and business decisions. Such a commitment
should not simply repeat the countless nonbinding and ineffective self-commitments that are already in effect. Rather,
FIs should rectify controversial issues in important sectors by
clearly defining their social and ecological core values and accordingly developing and implementing solid investment policies. Furthermore, principles must apply to EVERY relevant
area of business, not just to “unproblematic” sectors e.g. applying the Equator Principles to project financing. Furthermore,
FIs should terminate all direct and indirect business relations
with companies which finance harmful projects or products.

“As financing is the strongest
support for economic activity,
investors must implement
strong and binding standards
regarding the social and eco
logical impact of their investment decisions.”
Thomas Küchenmeister, Coordinator FACING FINANCE

Commitment to “Do Not Harm”
FIs should cease investment in socially and environmentally
harmful activities or companies. Listed below are products and
business activities that should be excluded from investment
and financing.
We implore FIs to abolish finance and investment in:
→→ The arms industry – military expenditure burdens budgets, hampers social and developmental expenditures, and
impedes the achievement of the UN Millennium Development Goals (MDG) in many countries. Furthermore, the
arms trade is widely considered to be a leading contributor
to poverty and instability.
→→ The coal industry and fossil fuel projects (e.g. lignite, oil/tar
sands, and mountaintop removal mining) – greenhouse gas
emissions caused by the use of fossil fuels, especially coal,
are among the leading causes for climate change.
→→ The extraction of fossil fuels – especially highly contro
versial, destructive technologies like fracking and other
methods which require the non-conventional extraction of
hydrocarbons. These technologies severely damage the
environment. Furthermore, financial institutions need to
stop financing outdated mineral extraction and processing

technologies that do not meet western standards. Attention
should also be paid to the mining industry as the extraction
of raw materials like gold and coltan often leads to severe
environmental damages and violations of human rights,
e.g., the situation surrounding the disposal of mine tailings.
FIs therefore need to pay attention to the track record of
mining companies, and exclude those with inferior standards of operation. In general, they need to pay closer
attention to the environmental, social, and human rights
violations of the mining industry as a whole.
→→ The nuclear industry (including uranium mining) – as
nuclear power is the most controversial and dangerous
form of energy production.
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Commitment to Accountability and Transparency
→→ Companies and projects damaging the environment or
breaking international law – such as logging and extraction
operations taking place in areas that are protected, vulnerable, or carry a high conservation value.
→→ Companies and projects involved in forced displacement or
which disregard the land or human rights of local populations and indigenous people.
→→ Companies who disrespect fundamental international
labour and human rights standards according to the ILO –
such as those who fail to prevent child and forced labour
and discrimination, as well as those who deny freedom of
association, the right to collective bargaining, a safe and
healthy workplace, fair wages, and decent working hours.
→→ Companies that refuse to restore adequately compensate
communities for the environmental damage of their operations.
→→ Companies engaged in corruption, illegal activities, or
investing in areas of conflict.
→→ Companies involved in tax evasion. FIs should not assist
companies or individuals in tax evasion as governments
around the world lose around $255 billion every year due
to tax evasion. This amount would be more than sufficient
to plug the financing gap identified by the UN Millennium
Development Goals to cut world poverty in half by 2015.
→→ Furthermore, FIs should stop speculation on land and
related damaging investments which affect the global food
chain, including land deals (e.g., where land grabbing cannot be excluded ex ante), financial participation in agribusinesses, and investing in complex financial products based
on food commodity derivatives or agricultural land.
This list does not claim to be all-encompassing but it outlines
the most controversial and harmful technologies, industries,
and processes related to violations of human rights mentioned
in this study.

FIs must be more transparent towards their stakeholders. Commercial confidentiality should no longer be used as a universal
excuse to deny stakeholder information. As financiers, FIs are
responsible for the impacts of their clients’ operations. FIs
should report on the companies, projects, and countries they
finance on a regular basis, e.g., through their CSR publications.
Transparency can also serve a bank’s interests by ensuring
that public concerns regarding the activities they intend to
finance are communicated and resolved before they become
conflicts. For this reason, multilateral development banks, (e.g.,
IFC), have adopted accessible information policies that, while
inadequate, provide basic data on pending transactions. Such
policies prove that it is possible to overcome client confidentiality concerns that are often used as a categorical excuse not to
disclose information.
Commitment to Remedy
FIs should demand the implementation of consultation and
grievance mechanisms for their clients in order to ensure an effective and adequate consultation process for affected communities. FIs could use the mechanisms of multilateral development banks like the IFC as a guide. Their requirements provide
project assessment and consultation processes which include
more stringent mitigation and compensation measures, particularly regarding indigenous peoples.
Given that FIs bear responsibility for the negative impacts
of the activities which they finance, they should be required
to provide compensation for environmental damages and/or
human and labour rights violations. In order to ensure that FIs
take their social and environmental responsibilities seriously,
there should be a voluntary “verification fund” under international, independent supervision, e.g., the UN.
Banks still have a long way to go in order to restore their
reputation after years of neglecting environmental and human
rights standards. Although FIs have increased emphasis on
sustainability issues, this study shows they do not have a comprehensive framework to adequately address unsustainable and
irresponsible business practices.
In conclusion, FIs can only regain credibility by developing and implementing clear and binding investment criteria.
Lastly, supervision and legal regulation is needed in order to
stop the worst practices of the finance industry.
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Attachments
Norms
and
Standards

Convention
on Cluster
Munitions

EPs (Equator Principles) and
EPFIs (Equator Principles
Financial Institutions)

Abstract – Core Values Elaborated

The Convention on Cluster Munitions prohibits the use, stockpiling, production, and
transfer of cluster munitions. It addresses
assistance to victims, clearance of contaminated areas and destruction of stockpiles,
and transparency measures as well as
guidance to address possible compliance
issues.1 77 states have ratified this treaty.
—
Goal: To put an end to the suffering and
casualties caused by cluster munitions,
and ensure the rights of cluster munition
victims.

The Equator Principles are a voluntary set of
standards adopted by financial institutions
to fund major infrastructure and industrial
projects transactions. They are used for
determining, assessing, and managing the
social and environmental risk in project
financing, particularly in emerging markets.
EPFIs, or Equator Principle Financial Institutions, are Financial Institutions who have
made a commitment not to lend money
towards any project that does not uphold
these principles. 3
—
Goal: Ensure that the projects we finance
are developed in a manner that is socially
responsible and reflect sound environmental management practices .

Note: For the sake of brevity, many principles have been condensed only to
contain clauses which pertain directly to
this document. Please consult the references list at the end of this chapter to
view the complete lists of values and principles for each organization.

→→ Article 1: Scope
… never under any circumstances to use,
develop, produce, acquire, stockpile,
retain, or transfer cluster munitions
→→ Article 3: Destruction
… separate all cluster munitions under
jurisdiction and mark for destruction.
→→ Article 4: Clearance
… clear and destroy cluster munition
remnants under jurisdiction
→→ Article 5: Assistance
… collect reliable relevant data with
respect to cluster munition victims.
→→ Article 7: Transparency
report to the Secretary-General of the
United Nations
(a) … implementation measures;
(b) number of cluster munitions;
(c) technical characteristics; and
(d) status and progress of programme 2
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→→ Principle 1 – Categorise project(s) based
on the magnitude of potential impacts
and risks
→→ Principle 2 – Conduct Social and Environmental Assessment to address relevant
social and environmental impacts/risks
of the proposed project
→→ Principle 5 – Consult with project affected communities in a structured and
culturally appropriate manner
→→ Principle 6 – Establish a grievance
mechanism as part of the management
system
→→ Principle 7 – Appoint an independent
social or environmental expert to review
the documentation and assess EP compliance
→→ Principle 8 – Covenant in financial
documentation terms of contract with
affected governments, communities, and
laws
→→ Principle 9 – Appoint an independent environmental and/or social expert to verify
borrower’s monitoring information4

European Convention
on Human Rights
EMRK (ECHR)

FAO
Right to
Food

ILO
(International Labour
Organization)

The European Convention on Human Rights
outlines fundamental rights and freedoms
for people in Europe. It established the European Court of Human Rights (ECtHR).
—
Goal: For the Nations in Europe to collectively enforce certain rights in the Universal
Declaration of Human rights for all people
throughout Europe.

Right to Food supports the implementation
of people’s right to adequate food, using
FAO’s (Food and Agriculture Organization)
Right to Food Guidelines. The premise
behind Right to Food relates back to the UN
International Covenant on Economic, Social
and Cultural Rights (see below):
Comment 12: The right to adequate food
is realized when every man, woman and
child, alone or in community with others,
has the physical and economic access at
all times to adequate food or means for its
procurement
—
Goal: FAO Right to Food seeks to use public
awareness to target people in need. They
ensure that people’s right to food is reflected in legislation and see that policies are
put into action in order to have an impact on
hunger. 6

The ILO – a United Nations international organization – is responsible for creating and
overseeing international labour standards.
The ILO registers complaints against entities that are violating international rules;
however, it does not impose sanctions. It
brings together representatives of governments, employers, and workers to shape
policies and programmes promoting Decent
Work for all. 8
—
Goals: Promote and realize standards and
rights at work; Create greater opportunities
for women and men to decent employment and income; Enhance the coverage
and effectiveness of social protection for
all, and Strengthen tri-partisan and social
dialogue.9

→→ Article 11:
1. Freedom of peaceful assembly and association with others, including the right
to form and to join trade unions for the
protection of his interests.
2. No restrictions shall be placed on the
exercise of these rights other than such
as are prescribed by law
Protocol
→→ Article 1:
→→ No one shall be deprived of his possessions except in the public interest and
subject to the conditions provided for
by law5

The Voluntary Guidelines represent governments’ attempts to interpret the economic
and social rights of people including their
right to decent and nutritious food and coincides with the UN’s call to integrate human
rights policies with the work of agencies.
Basic Instruments:
1. Eradication of Hunger
2. Reaffirming the right of everyone to food
6. Provide Practical Guidance to States
15. Establish food security through promoting the four pillars: (1) availability,
(2) stability of supply, (3) access and,
(4) utilization7

Forced/Child Labour
→→ C182 – Prohibition and Immediate Action
for the Elimination of the Worst Forms of
Child Labour
→→ C138 – Minimum Age for Admission to
Employment
→→ C029 – Forced Labour Convention concerning Forced or Compulsory Labour
Freedom of Association/
Collective Bargaining
→→ C087 – Freedom of Association and Protection of the Right to Organise
→→ C098 – Right to Organise and Collective
Bargaining
Wages/Benefits
C095 – Protection of Wages Convention
C131 – Minimum Wage Fixing Convention
C132 – Holidays with Pay Convention
C175 – Part-Time Work – workers receive
same basic wages, social security, and employment conditions as full-time workers
→→ C183 – Maternity Protection Convention

→→
→→
→→
→→
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Attachments
Work Duration
→→ C001 – Hours of Work (Industry)
Convention
→→ C014 – Weekly Rest (Industry) – Minimum
rest period of 24 consecutive hours every
seven days
Safety
→→ C155 – Occupational Safety and Health
Convention
→→ Community/Land Rights
→→ C169 – Indigenous and Tribal Peoples
Convention10

International
Court of Justice
(ICJ)

Millennium
Development Goals
(MDGs)

The International Court of Justice (ICJ) is a
world court and the principal judicial organ
of the United Nations. It was established
in June 1945 by the Charter of the United
Nations. Judgments are final and without
appeal.
—
Goal: To settle, in accordance with international law, legal disputes submitted to it
by States and to give advisory opinions on
legal questions referred to it by authorized
United Nations organs and specialized
agencies.11

The MDGs are quantified targets for confronting extreme poverty while promoting
gender equality, education, and environmental sustainability. The MDGs have risen
to the top of the United Nations Development Group agenda.13 Around 196 nations
and at least 23 corporations have agreed to
achieve these goals by 2015.
—
Goals:
1. Eradicate extreme poverty and hunger
2. Achieve universal primary education
3. Promote gender equality and empower
women
4. Reduce child mortality
5. Improve maternal health
6. Combat HIV/AIDS, malaria and other
diseases
7. Ensure environmental sustainability
8. Develop a global partnership for development 14

ICJ Final Ruling
“… the threat or use of nuclear weapons
would generally be contrary to the rules
of international law applicable in armed
conflict, and in particular the principles and
rules of humanitarian law …” (International
Court of Justice, 1996)
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OECD
(Organization for Economic
Co-operation and Development)
The OECD is an international economic
organization consisting of 34 countries
founded to stimulate economic progress
and world trade. They work with governments to measure and analyse productivity and global flows of trade investment.
They use this information to predict future
trends, set international standards, and
recommend policies that will improve the
economic and social well-being of people
around the world.15
The OECD Guidelines for Multinational Enterprises (May 2011) are recommendations
for responsible business conduct in a global
context.16
—
Goal: To ensure that the operations of these
enterprises are in harmony with government policies, to strengthen the basis of
mutual confidence between enterprises
and the societies in which they operate, to
help improve the foreign investment climate
and to enhance the contribution to sustainable development made by multinational
enterprises.

1.

2.

3.

4.

A. Enterprises should:
Contribute to economic, environmental and social progress with a view to
achieving sustainable development.
Respect the internationally recognised
human rights of those affected by their
activities.
Encourage local capacity building
through close co-operation with the
local community, including business interests, as well as developing the enterprise’s activities in domestic and foreign
markets, consistent with the need for
sound commercial practice.
Encourage human capital formation,
in particular by creating employment
opportunities and facilitating training
opportunities for employees.

5. Refrain from seeking or accepting exemptions not contemplated in the statutory or regulatory framework related to
human rights, environmental, health,
safety, labour, taxation, financial incentives, or other issues.
6. Support and uphold good corporate
governance principles and develop and
apply good corporate governance practices, including throughout enterprise
groups.
7. Develop and apply effective self-regulatory practices and management systems
that foster a relationship of confidence
and mutual trust between enterprises
and the societies in which they operate.
8. Promote awareness of and compliance
by workers employed by multinational
enterprises with respect to company
policies through appropriate dissemination of these policies, including through
training programmes.
9. Refrain from discriminatory or disciplinary action against workers who make
bona fide reports to management or, as
appropriate, to the competent public
authorities, on practices that contravene
the law, the Guidelines or the enterprise’s policies.
10. Carry out risk-based due diligence, for
example by incorporating it into their
enterprise risk management systems, to
identify, prevent and mitigate actual and
potential adverse impacts as described
in paragraphs 11 and 12, and account
for how these impacts are addressed.
The nature and extent of due diligence
depend on the circumstances of a particular situation.
11. Avoid causing or contributing to adverse
impacts on matters covered by the
Guidelines, through their own activities,
and address such impacts when they
occur.

12. Seek to prevent or mitigate an adverse
impact where they have not contributed
to that impact, when the impact is nevertheless directly linked to their operations, products or services by a business
relationship. This is not intended to shift
responsibility from the entity causing an
adverse impact to the enterprise with
which it has a business relationship.
13. In addition to addressing adverse
impacts in relation to matters covered
by the Guidelines, encourage, where
practicable, business partners, including
suppliers and sub-contractors, to apply
principles of responsible business conduct compatible with the Guidelines.
14. Engage with relevant stakeholders in order to provide meaningful opportunities
for their views to be taken into account in
relation to planning and decision making
for projects or other activities that may
significantly impact local communities.
15. Abstain from any improper involvement
in local political activities.
B. Enterprises are encouraged to:
1. Support, as appropriate to their circumstances, cooperative efforts in the
appropriate fora to promote Internet
Freedom through respect of freedom of
expression, assembly and association
online.
2. Engage in or support, where appropriate,
private or multi-stakeholder initiatives
and social dialogue on responsible supply chain management while ensuring
that these initiatives take due account
of their social and economic effects on
developing countries and of existing
internationally recognised standards.
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Attachments
Political Principles Concerning
Germany’s Conventional Military
Equipment Exports

Rio Declaration
on Environment
and Development

UN Covenant on
Civil and Political Rights
(ICCPR)

Germany’s stated goal is to maintain what
it refers to as a “restrictive” policy of export
regarding arms exports.
—
Goals: To safeguard peace and human rights
while encouraging sustainable development
through the arms trade.

The Rio Declaration is a compact of 27 principles on which nations agreed to base their
environmental and development actions.
—
Goal: To provide a guide for future sustainable and environmentally friendly development standards for nations.

General Principles
(2) “The issue of respect for human rights in
the countries of destination and end-use
is a key factor in deciding whether or not
to grant licences for the export of war
weapons and other military equipment”
(Fed00, 2000).
(3) “ … licences for war weapons and other
military equipment will not be granted
where there are reasonable grounds to
suspect they may be used for internal
repression … or sustained or systematic
abuse of human rights” (Fed00, 2000)

→→ Principle 1: Human beings are at the centre of concerns for sustainable development. They are entitled to a healthy and
productive life in harmony with nature.
→→ Principle 2: Human beings are at the centre of concerns for sustainable development. They are entitled to a healthy and
productive life in harmony with nature.
→→ Principle 8: Reduce and eliminate unsustainable patterns of production and
consumption
→→ Principle 10: Access to information concerning the environment that is held by
public authorities, including information
on hazardous materials and activities
in their communities, and the opportunity to participate in decision-making
processes.
→→ Principle 13: liability and compensation
for the victims and adverse effects of pollution and other environmental damage
→→ Principle 14: Prevent the transfer to other States of activities and substances that
cause severe environmental degradation
or are harmful to human health.
→→ Principle 22: recognize and duly support
the identity, culture and interests [of
indigenous cultures] and enable their
effective participation in the achievement
of sustainable development.17

The International Covenant on Civil and
Political Rights is an official internationally
recognized treaty that puts into legal terms
the principles of the Universal Declaration
of Human Rights. It is the counterpart to
the UN Covenant on Economic, Social, and
Cultural Rights. The ICCPR outlines traditional human rights as they are known from
historic documents. On 16 December 1966,
both Covenants were adopted by the General Assembly without any abstentions.18
—
Goal: To extend the Universal Declaration
of Human Rights from declaration to action,
putting into legal terms the principles which
lie therein.
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→→ Article 9.1:
No one shall be subjected to arbitrary
arrest or detention.
→→ Article 22.1:
freedom of association, and the right
to form and join trade unions for the
protection of his interests.19

UN Covenant on Economic,
Social and Cultural Rights
(ICESCR)

UN Comment Concerning
Nuclear weapons and
the Right to Life

UN Declaration on the
Prohibition of the Use of Nuclear
and Thermo-Nuclear Weapons

The International Covenant on Economic,
Social and Cultural Rights is the counterpart
to the UN Covenant on Civil and Political
Rights (ICCPR). It too is an international
treaty, and constitutes the second half of
the legal transformation of the Universal
Declaration of Human Rights into legal
action. The ICESCR focuses on Economic,
Social, and Cultural rights of all people.
—
Goal: To extend the Universal Declaration of
Human Rights from Declaration to action,
putting into legal terms the principles which
lie therein.

The United Nations does not support the
use of Nuclear weapons as a means of conflict resolution. The United Nations released
a General comment clarifying their stance
on this matter.
—
Goal: To rid the world of nuclear arms

This declaration clarifies the stance of
the United Nations on the use of Nuclear
weapons.
—
Goals: To eliminate the production and use
of nuclear and thermo-nuclear weapons

→→ Article 7:
… just and favourable conditions of work
which ensure, in particular:
(a) Remuneration which provides all
workers with:
(i) Fair wages and equal remuneration
for work of equal value
(ii) A decent living for themselves and
their families
(b) Safe and healthy working conditions;
(c) Equal opportunity for everyone to be
promoted to an appropriate higher level
(d) Rest, leisure, limitation of work hours,
periodic holidays with pay, and remuneration for public holidays

United Nations General
Comment No. 14:
→→ Article 6: “The production, testing, possession, deployment and use of nuclear
weapons should be prohibited and
recognized as crimes against humanity”
(CCPR, 1984).
→→ Article 7: “… calls upon all States … to
take urgent steps … to rid the world of
this menace” (CCPR, 1984).

Article 1:
(a) “… use of nuclear and thermo-nuclear
weapons is contrary to the spirit … and
aims of the United Nations … ,
(b) … would exceed even the scope of war
and cause indiscriminate suffering and
destruction to mankind … and,
(c) Any State using nuclear and thermonuclear weapons is to be considered
as violating the Charter of the United
Nations, as acting contrary to the laws
of humanity and as committing a crime
against mankind and civilization”
(The United Nations General Assembly,
1961)

→→ Article 8:
(a) The right of everyone to join trade unions
(d) The right to strike
→→ Article 11.1:
The right of everyone to an adequate
standard of living, including adequate
food20
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Attachments
UN documents
on Depleted
Uranium

UNGC
(United Nations
Global Compact)

UN
Millennium
Declaration

Depleted Uranium (DU) is a toxic waste byproduct of the refinement and production
process of weapons, energy, and processes
that contain Uranium. Depleted Uranium is
then recycled to make weapons that deliver
“a type of radiation … that destroys life and
the environment in the area in which it is
used for generations to come” (United Nations General Assembly, 2000).
—
While there is no current regulation that
specifically bans Depleted Uranium, scholars, states, and organizations alike argue
that the illegality of DU is implied in former
works of legislation

The UNGC is a UN strategic policy initiative
that encourages businesses worldwide to
adopt sustainable and socially responsible
policies. The UNGC seeks to align businesses with ten core principles that pertain
to human rights, labour, the environment
and anti-corruption.22 The UNGC seeks to
ensure that business and development
move forward in a globally sustainable manner that benefits societies and economies
everywhere.
—
Goal: The UNGC asks companies to embrace, support and enact, within their
sphere of influence, a set of core values in
the areas of human rights, labour standards,
the environment and anti-corruption.

The Millennium Declaration identifies
key challenges facing humanity, outlines
responses to these challenges, and establishes measures for judging performance
through commitments, goals, and targets
on development, governance, peace, security and human rights.24
—
Goal: To establish a just and lasting peace
all over the world and to support all efforts to uphold the sovereign equality of
all States, respect for territorial integrity,
political independence, human rights and
fundamental freedoms.

Report of the Secretary-General
→→ Effects of the use of armaments and ammunitions containing depleted uranium
→→ Lists nations and organizations and
their respective opinions on the use of
Depleted Uranium – most oppose its use
and support legal action against DU21
UNEP field report of DU exposure
in Kosovo
→→ DU was found in drinking water as well as
air samples. “UNEP urges a precautionary approach and recommends a series
of measures to minimise risks to the
environment and people of Kosovo and
the wider Balkans region, both now and
in the future” (United Nations Environmental Program, 2003)

Companies should …
Human Rights
→→ Principle 1 – Support and respect the
protection of internationally proclaimed
human rights
→→ Principle 2 – Make sure that they are not
complicit in human rights abuses.
Labour
→→ Principle 3 – Uphold the freedom of asso
ciation and … right to collective bargaining
→→ Principle 4 – Eliminate all forms of forced
and compulsory labour
→→ Principle 5 – Effective[ly] abolish child
labour
→→ Principle 6 – Eliminate discrimination in
respect of employment and occupation
Environment
→→ Principle 7 – Support a precautionary approach to environmental challenges
→→ Principle 8 – Undertake initiatives to
promote greater environmental responsibility
→→ Principle 9 – Encourage the development
and diffusion of environmentally friendly
technologies
Anti-Corruption
→→ Principle 10 – Work against corruption
in all its forms, including extortion and
bribery23
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→→
→→
→→
→→
→→
→→

→→

→→
→→
→→
→→
→→

I.
Values and Principles
Paragraph 6:
Freedom
Equality
Solidarity
Tolerance
Respect for Nature
Shared Responsibility
II.
Peace, Security, and Disarmament
Paragraph 9:
Implementation of treaties in areas such
as arms control and disarmament, international humanitarian law, and human
rights law.
Eliminate weapons of mass destruction
and nuclear weapons.
End illegal small arms and light weapons
trafficking
Make arms transfers more transparent
Support regional disarmament measures
Accede the Convention on the Prohibition of the Use, Stockpiling, Production
and Transfer of Anti-personnel Mines and
on Their Destruction

Universal
Declaration of
Human Rights
III.
Development and poverty eradication
Paragraph 13:
→→ Transparency in the financial, monetary
and trading systems
IV.
Protecting our common environment
Paragraph 22:
→→ support for the principles of sustainable
development
Paragraph 23:
→→ stop the unsustainable exploitation of
water resources
→→ reduce the number and effects of natural
and man-made disasters
V.
Human rights, democracy and
good governance
Paragraph 25:
→→ protection and promotion in all our
countries of civil, political, economic,
social and cultural rights
→→ protection of the human rights of
migrants, migrant workers and their
families25

The UN established the Universal Declaration of Human Rights as a complement
to the UN Charter in 1945. As part of the
International Bill of Human Rights, this
declaration outlines the fundamental basic
rights to which all people are entitled. It is
considered the foundation of international
human rights law.
—
Goal: To establish a common standard of
achievement for all people and nations
establishing inherent and enduring human
rights for all people.

→→ Article 30:
“Nothing in this Declaration may be
interpreted as implying for any State,
group or person any right to engage in
any activity or to perform any act aimed
at the destruction of any of the rights
and freedoms set forth herein” (The
General Assembly of the United Nations,
1945).26

→→ Article 3:
… the right to life, liberty and security of
person.
→→ Article 17:
(2) No one shall be arbitrarily deprived of his
property.
→→ Article 22:
Everyone is entitled to realization of
the economic, social and cultural rights
indispensable for his dignity and the free
development of his personality.
→→ Article 23:
(1) … right to work, free choice of employment, just and favourable work conditions,
(2) … equal pay for equal work.
(3) … just and favourable remuneration
ensuring … an existence worthy of
human dignity
(4) … the right to form and to join trade
unions for the protection of his interests.
→→ Article 24:
… right to rest and leisure, including
reasonable limitation of working hours
and periodic holidays with pay.
→→ Article 25.1:
right to a standard of living adequate for
the health and well-being of himself and
of his family, including food
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Attachments
UN Guiding Principles
on Business and
Human Rights
Guiding Principles on Business and Human
Rights by the Special Representative of
the UN Secretary- General on the issue of
human rights and transnational corporations and other business enterprises, John
Ruggie.
As a Special Representative, John Ruggie
advanced the debate on business and human rights and in the five years of his mandate (2005–2011) elaborated the 'protect,
respect and remedy' framework.
—
Goal: To establish a common global standard for preventing and addressing the
adverse human rights impact of business
activity.
II. The corporate responsibility to respect
human rights
11. Business enterprises should respect human rights. This means that they should
avoid infringing on the human rights of
others and should address adverse human rights impacts with which they are
involved.
12. The responsibility of business enterprises to respect human rights refers
to internationally recognized human
rights – understood, at a minimum, as
those expressed in the International
Bill of Human Rights and the principles
concerning fundamental rights set out in
the International Labour Organization’s
Declaration on Fundamental Principles
and Rights at Work.
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13. The responsibility to respect human
rights requires that business enterprises:
(a) Avoid causing or contributing to adverse human rights impacts through
their own activities, and address such
impacts when they occur;
(b) Seek to prevent or mitigate adverse
human rights impacts that are
directly linked to their operations,
products or services by their business
relationships, even if they have not
contributed to those impacts.
14. The responsibility of business enterprises to respect human rights applies
to all enterprises regardless of their size,
sector, operational context, ownership
and structure.
15. In order to meet their responsibility to
respect human rights, business enterprises should have in place policies and
processes appropriate to their size and
circumstances, including:
(a) A policy commitment to meet their responsibility to respect human rights;
(b) A human rights due-diligence process
to identify, prevent, mitigate and
account for how they address their
impacts on human rights;
(c) Processes to enable the remediation
of any adverse human rights impacts
they cause or to which they contribute.27

→→ Compiled by Ruth Vaughan Witt
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Berlin, November 2012. The FACING FINANCE campaign calls on
investors not to invest in companies which profit from human rights
violations, environmental pollution, corruption or the production
and export of (controversial) weapons. FACING FINANCE has striven
to achieve the highest level of accuracy in this reporting. However,
there is still a lack of official information publicly available. Therefore,
the information in this report reflects the publicly available official
information known to FACING FINANCE, its member organisations
and researchers. If you believe you have found an inaccuracy in our
report or if you can provide additional information, please contact
us at kontakt@facing-finance.org .
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ASB KiwiSaver scheme to ditch cluster bomb and
land mine makers
ROB STOCK
Last updated 12:00, September 4 2016
FAIRFAX NZ

Laws ban KiwiSaver schemes from investing in land mines and cluster bombs.
ASB is to de-weaponise its KiwiSaver scheme after a backlash from outraged investors.
The bank's move follows similar commitments from Westpac and ANZ, both of which have come under renewed focus for investments in companies
involved in the manufacture of landmines, cluster bombs, and the maintenance of nuclear missiles.
The issue of KiwiSaver schemes holding shares in companies that make cluster bombs and landmines was broken by Stuff in August last year, but
was covered again in recent weeks.
Now, feedback from people invested in ASB's KiwiSaver scheme has prompted the bank to purge its funds of the weapons-makers.
READ MORE:
* KiwiSaver, cluster bombs, mines and nukes
* Christchurch National Party leader apologises for praising the 'sweet explosive justice' of KiwiSaver weapons investment
* How to check if your KiwiSaver is invested in cluster bombs, land mines and nukes
* Human rights and KiwiSaver: Death penalty, extra-judicial killings, and repression
* KiwiSaver should have 'ingredients' label
* No laws broken by KiwiSaver schemes, expert says
ASB KiwiSaver never invested directly in makers of the controversial weapons-makers.
It runs a low-cost passive KiwiSaver scheme which in turn invests in giant international funds that "track" sharemarkets around the world. It is these
giant tracker funds that held the two controversial US weapon-makers Northrop Grumman and General Dynamics.
Both the companies are on the exclusion list of the NZ Super Fund's, which invests billions on behalf of the government, and which seeks to avoid
investing in anything that would tarnish New Zealand's reputation.
"We have completed the first phase of the previously announced review of our approach to responsible investing," ASB said.
"ASB funds do not directly hold shares in companies that manufacture cluster munitions, landmines or nuclear weapons."

But, it said: "Following the first phase of our review and in response to feedback from customers, ASB funds will divest their holdings in global indextracking funds that have exposure to those types of companies."
The bank expects the changes to have been made by 10 October.
Prime minister John Key refused to launch an inquiry into KiwiSaver investments in weapons-makers despite two acts of Parliament prohibiting
investments in companies making cluster bombs or landmines, leaving it to the market to act.
Some believe that individual KiwiSaver schemes taking an anti-weapons stance is not enough.
Sam Stubbs, managing director of Simplicity KiwiSaver, called on the entire KiwiSaver industry to adopt the NZ Super Fund's exclusions policy.
"The NZ Super Fund ethical investment policies are acknowledged worldwide as innovative and effective, and are a credit to the Guardians of the
Super Fund, who have developed and refined these policies over many years," Stubbs said.

That would result in KiwiSaver schemes ditching investments in cigarette-makers like British American Tobacco and Imperial Tobacco as well.
But while the NZ Super Fund won't invest in companies investing in certain activities like making cluster munitions, or whaling, its rules don't stop it
buying the "sovereign" bonds of the countries buying their weapons, or encouraging them to stay in business.
Norway and Japan are both pro-whaling nations, but their sovereign bonds are not specifically excluded by the NZ Super fund, which won't invest in
companies involved in the whaling industry.
Sovereign country bonds are only excluded by the NZ Super Fund when "there is widespread condemnation or sanctions by the international
community and New Zealand has imposed meaningful diplomatic, economic or military sanctions aimed at that government."
- Stuff

Search

Northrop Grumman: Corporate Rap Sheet
Northrop Grumman
By Philip Mattera
Northrop Grumman, a leading U.S. military contractor, is best known as the producer of the hugely
expensive B-2 Stealth bomber, fighter jets such as the F-14 Tomcat featured in the Tom Cruise
movie Top Gun, and nuclear-powered submarines and aircraft carriers. Northrop was nearly
gobbled up by Lockheed Martin during defense-sector consolidation in the 1990s, but antitrust
issues undermined the deal. Northrop went on to carry out some major acquisitions itself, including
the Litton and TRW conglomerates and Newport News Shipbuilding (Northrop spun off all its
shipyards in 2011). Northrop has been involved in a series of false claims cases that the company
has had to spend tens of millions of dollars to settle.
Government Contracting
The first major scandals in Northrop Grumman’s history came in the early 1970s, when the
company, then known as Northrop Corp., was embroiled in controversies over illegal campaign
contributions to Richard Nixon’s reelection campaign by company chairman Thomas Jones as well
as some $30 million in bribes paid to foreign governments to win orders for fighter jets. A few years
later, there were revelations that the company regularly entertained Pentagon officials and
members of Congress at a hunting lodge on the eastern shore of Maryland.
During the 1980s, Northrop was the subject of numerous investigations relating to alleged
mismanagement during its work on the MX Missile and the B-2 Stealth bomber. In 1989, Northrop
was indicted on criminal charges of falsifying test results on cruise missiles for the Air Force and
Harrier jets for the Marine Corps. Just as the trial in the case was about to begin in 1990, the
company agreed to plead guilty to 34 fraud charges and pay a fine of $17 million. Under the plea
deal, federal prosecutors agreed to end the investigations relating to the MX and the B-2. However,
in 1992 the company had to pay $4.2 million to settle a whistleblower lawsuit—brought without the
involvement of the Justice Department—alleging that the company padded its invoices on MX
missile guidance system work.
Grumman Corp., acquired by Northrop in 1994, brought with it a history of controversies on issues
such as cost overruns in the production of F-14 Tomcat fighters for the Navy, production of
defective municipal buses by its Flxible division (sold in 1983) and a bribery scandal involving Iran
and Japan.
In 2000 Northrop Grumman paid $1.4 million to settle a whistleblower case alleging that the
company overcharged the Air Force for B-2 bomber instruction and repair manuals. In a case
inherited through the acquisition of TRW, Northrop Grumman agreed in 2003 to pay $111 million to
settle claims that TRW overcharged the Pentagon for work on several space electronics programs
in the early 1990s. Also in 2003, Northrop Grumman agreed
(http://www.justice.gov/opa/pr/2003/August/03_civ_465.htm) to pay a total of $80 million to settle
two False Claims Act cases, one involving work by Newport News Shipbuilding before Northrop
acquired it in 2001 and the other involving the delivery of allegedly defective aerial target drones.
In 2004, Northrop settled for $1.8 million the remaining individual whistleblower case from the late
1980s involving cruise missiles. The following year it paid $62 million to settle
(http://www.contractormisconduct.org/ass/contractors/42/cases/198/1518/northrop-grummanrobinson_pr.pdf) the remaining claims relating to overcharging on the B-2 bomber program.
Soon after the U.S. invasion of Iraq, the company’s Vinnell Corp. subsidiary (acquired as part of the
purchase of TRW in 2002) was awarded
(http://www.irconnect.com/noc/press/pages/news_releases.html?d=42207) a $48 million contract
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“to train the nucleus of a new Iraqi army.” It botched (http://www.corpwatch.org/article.php?id=7842)
the job so badly that the Jordanian Army had to be brought in to take over.
In July 2007 the Justice Department announced
(http://www.justice.gov/opa/pr/2007/July/07_civ_518.html) that Northrop would pay $8 million to
resolve allegations of improperly testing equipment used in night vision goggles and sniper scopes
sold to the Pentagon.
A February 20008 U.S. Government Accountability Office report
(http://www.gao.gov/products/GAO-08-294) singled out Northrop’s LPD 17 amphibious ship in a
review of weapons systems plagued by large cost overruns, delays and quality problems.
In March 2008 a whistleblower brought a lawsuit (http://quitam.blogspot.com/2008/03/northropgrumman-accused-of-defrauding.html) charging that Northrop Grumman’s Melbourne division with
hundreds of millions of dollars of overcharges relating to the Joint STARS radar aircraft program.
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economic development
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to business. Search the
database here
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In April 2009 Northrop agreed (http://www.justice.gov/opa/pr/2009/April/09-ag-305.html) to pay
$325 million to settle federal charges that TRW, prior to its acquisition by Northrop, had failed to
properly test parts (which turned out to be defective) used in spy satellites built for the National
Reconnaissance Office.
In June 2010 Northrop paid (http://www.fbi.gov/losangeles/press-releases/2010/la062310.htm)
$12.5 million to settle federal charges that it neglected to test certain electronic parts it supplied for
navigation systems in military aircraft and submarines.

Environment and Product Safety
The site of a former Grumman Aerospace complex in Bethpage, New York was found
(http://www.dec.ny.gov/docs/remediation_hudson_pdf/130003aou3prap.pdf) to contain a plume of
contaminated groundwater containing the potentially carcinogenic industrial solvent
trichloroethylene (TCE). It was named a state superfund site in 1983. A cleanup program that
ended in 2002 turned out to have been insufficient, and local officials have been pressing for a new
remediation effort.

Labor
Before it was spun off, Northrop’s shipbuilding operation was marked by contentious labor relations
that the company inherited when it acquired Litton Industries and Newport News Shipbuilding in
2001. There had been a bitter dispute dating back to the early 1990s between Avondale Industries
and the New Orleans Metal Trades Council, a group of eight unions which had won a
representation election for 5,000 workers. Avondale fought the unions, which in turn launched a
major corporate campaign against the company. The confrontation deescalated after Litton took
over Avondale in 1999 and signed a neutrality agreement with the unions. In 2002, with Litton now
part of Northrop Grumman, the dispute was finally settled.
In 2003, there was nearly a strike at the other Litton shipyard inherited by Northrop—the Ingalls
operation in Pascagoula , Mississippi. After a 14-day “cooling-off” period a settlement was reached
that was approved by a majority of the 7,000 workers covered. Things did not go so smoothly in
2007. The workers in Pascagoula struck the shipyard for 27 days before accepting a revised
contract offer from the company.
In 2007 it was reported
(http://rawstory.com/news/2007/Human_trafficking_of_Indian_guest_workers_0412.html) that guest
workers from India employed by Signal International, a Northrop Grumman subcontractor in
Pascagoula, were being held against their will.

Other Information Sources
Violation Tracker summary page (http://violationtracker.goodjobsfirst.org/prog.php?
parent=northrop-grumman)

Watchdog Group and Campaigns
American Friends Service Committe: Investigate (http://investigate.afsc.org/screens/prisons)
Arms and Security Project (http://www.ciponline.org/programs/arms-security-project)
Campaign Against Arms Trade (http://www.caat.org.uk/)
Project On Government Oversight (http://www.pogo.org)
War Resisters’ International (http://www.wri-irg.org/)

(http://www.goodjobsfirst.org)
The Corporate Research Project is affiliated
with Good Jobs First
(http://www.goodjobsfirst.org), a resource
center on economic development
accountability.

Key Books and Reports
American Arms Supermarket by Michael Klare (University of Texas, 1984).
Prophets of War: Lockheed Martin and the Making of the Military-Industrial Complex by William D.
Hartung (Nation Books, 2010).
The Arms Bazaar by Anthony Sampson (Viking Press, 1977)
The Iron Triangle: The Politics of Defense Contracting by Gordon Adams (Council on Economic
Priorities, 1981)
The Politics of Contracting (http://www.pogo.org/pogo-files/reports/government-corruption/thepolitics-of-contracting/gc-rd-20040629.html) (Project On Government Oversight, June 2004).

Note: This page draws from a corporate profile (http://www.crocodyl.org/wiki/northrop_grumman)
originally prepared by the author for the Crocodyl website in April 2008.
Last updated September 22, 2012.
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Federal Contractor Misconduct Database (FCMD)
The federal government routinely awards contracts to companies with histories of misconduct, including contract fraud and other
violations. POGO believes that providing this website will help to improve contracting decisions and increase public knowledge of
how the government spends billions of taxpayer dollars each year. Read more…
Like 0

Tweet

Northrop Grumman
43 instances of misconduct since 1995 | $888.0M in penalties
Northrop Grumman Corporation is a global defense company headquartered in Los Angeles, Calif. Northrop Grumman provides technologically advanced,
innovative products, services and solutions in systems integration, defense electronics, information technology, advanced aircraft, shipbuilding and space
technology. With more than 125,000 employees, and operations in all 50 states and 25 countries, Northrop Grumman serves U.S. and international military,
government and commercial customers.

Correspondence

Date

FY

Rank

Contract Awards

Letter to Northrop Grumman

10/14/2006

2016

#5

$11,908.2M

Second Letter to Northrop Grumman

10/25/2006

2015

#5

$10,637.2M

Third Letter to Northrop Grumman

11/17/2006

2014

#5

$10,263.0M

5/31/2008

2013

#5

$9,996.0M

2012

#5

$10,374.6M

2011

#4

$15,020.1M

Fourth Letter to Northrop Grumman

43 Instances of Misconduct since 1995
8 additional instances of misconduct pending resolution.
Date
11/22/2016

Instance
Groundwater Contamination at the CTS of Asheville, Inc. Superfund Site

Penalty
$0

Northrop Grumman

9/27/2016

Britt v. Northrop Grumman (Asbestos Exposure)

$9,019,266

Northrop Grumman

9/13/2016

Bethpage Groundwater Contamination Class Action

Pending

Northrop Grumman

6/30/2016

Hempstead, NY Groundwater Contamination Lawsuit

Pending

Northrop Grumman

10/20/2015

U.S. v. Anderson (Filing False Timesheets)

$0

Northrop Grumman

8/11/2015

AIG Europe Limited et al. v. Northrop Grumman (Defective Tugboat Steering Mechanism)

Pending

Northrop Grumman

1/29/2015

Health Violations at Lake Charles Facility

$42,000

Northrop Grumman

5/13/2014

Overbilling on Counter Narco-terrorism Contract

$0

DynCorp International Inc., Northrop Grumman

5/5/2014

Torre v. Northrop Grumman (Sex Discrimination)

Pending

Northrop Grumman

4/8/2014

Cloninger v. DynCorp International and Northrop Grumman (CNTPO Program False Claims and Retaliation)

Pending

DynCorp International Inc., Northrop Grumman

12/9/2013

Improper Deferred Compensation Costs

$11,400,000

Northrop Grumman

11/18/2013

Bethpage Water District Lawsuit

Pending

Northrop Grumman

10/31/2012

Breach of USPS Mail Sorting Machine Contract

Pending

Northrop Grumman

7/26/2011

Improper Employee Stock Incentive Program Costs

Pending

Northrop Grumman

5/19/2011

August 2010 Virginia Government Computer Outage

$4,998,000

Northrop Grumman

5/6/2011

U.S. v. Ruks (Falsely Certifying Ship and Submarine Inspections)

$200

Northrop Grumman

12/8/2010

B-2 Bomber Advance Topcoat System Fraud Investigation

$5,210,000

Northrop Grumman

6/23/2010

Failure to Test Navigation System Components

$12,500,000

Northrop Grumman

6/3/2010

Improperly Charging for Lodging Expenses On Army Contracts

$700,000

Northrop Grumman

10/13/2009

Virginia IT Contract Audit Report

$0

Northrop Grumman

8/27/2009

Cleanup of Groundwater Contamination at San Gabriel Valley

$31,555,421

Northrop Grumman

5/18/2009

U.S. v. Jackson (Timesheet Fraud)

$74,646

Northrop Grumman

4/2/2009

NRO Satellite False Claims

$325,000,000

Northrop Grumman

3/26/2008

Violation of Federal Safety Standards at Newport News Shipyard

$5,000

Northrop Grumman

3/25/2008

Export Violations Involving the LTN-72 and LTN-92 Inertial Navigation Systems

$15,000,000

Northrop Grumman

1/25/2008

Export Administration Regulations Violations

$400,000

Northrop Grumman

9/10/2007

Using Automated Fingerprint Identification Software Without Permission

$60,000,000

Northrop Grumman

7/18/2007

Failure to Test Parts in Night Vision Goggles and Sniper Scopes

$8,000,000

Northrop Grumman

9/28/2006

Waldbuesser et al v. Northrop Grumman (ERISA Violations)
Northrop Grumman

$16,750,000

3/1/2005

Robinson v. Northrop Grumman (B-2 Stealth False Claims)

$62,000,000

Northrop Grumman

9/24/2004

Cost Overruns

$81,000,000

Northrop Grumman

5/26/2004

Violations of the McNamara-O'Hara Service Contract Act

$429,041

Northrop Grumman

12/30/2003

Invalid Certificate of Insurance

$0

Northrop Grumman

12/19/2003

South Coast Air Quality Management District Notice of Violation

$15,000

Northrop Grumman

12/18/2003

Mississippi Commission on Environmental Quality Hazardous Waste Permit Violation

$9,100

Northrop Grumman

8/23/2003

Mississippi Commission on Environmental Quality Title V Permit Violation

$950,000

Northrop Grumman

8/20/2003

Jordan v. Northrop Grumman (Installation of Substandard Parts in Navy Target Drones)

$20,000,000

Northrop Grumman

8/20/2003

United States v. Newport News Shipbuilding (Research and Development Mischarge)

$60,000,000

Northrop Grumman

6/30/2003

Possible Release of Hazardous Waste

$47,611

Northrop Grumman

6/9/2003

Bagley v. TRW Inc. (Cost Mischarges)

$111,200,000

Northrop Grumman

9/6/2002

Occupational Safety and Health Administration Citation

$131,000

Northrop Grumman

12/19/2001

Unfair Labor Practices

$2,150,274

Northrop Grumman

7/1/2000

F-16 Radar Contract TINA Violation

$5,342,736

Northrop Grumman

3/13/2000

McMorrough and Hanson v. Northrop Grumman (Failure to Properly Manufacture Replacement Parts)

$750,000

Northrop Grumman

6/30/1999

Cost/Labor Mischarging

$145,250

Northrop Grumman

3/1/1999

Falsification of Inspection Checklists and Installation of Nonconforming Parts

$500,000

Northrop Grumman

11/16/1998

Maze v. Ingalls Shipbuilding (Improper Charging of Costs and Improper Billing)

$2,250,000

Northrop Grumman

10/1/1997

Overcharging the Government

$34,800,000

Northrop Grumman

11/26/1996

Defective Pricing

$1,500,000

Northrop Grumman

4/23/1996

Procurement Fraud (1996)

$100,000

Northrop Grumman

6/23/1995

Procurement Fraud (1995)
Northrop Grumman

$4,000,000

Total

$887,974,545

Contractor Contact Information
Commercial Business Office
1000 Access Road
Pascagoula, MS 39567
Phone: (228) 935-1122

Contractor Links
Annual Report
Contracting Information
Ethics Page
Good Jobs First's Violation Tracker
Hoovers Profile
Lobbying Information
Political Activity
Press Page
SEC 10K
Website
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1100 G Street, NW Suite 500
Washington, DC 20005

OUR MISSION
Founded in 1981, the Project On Government Oversight is a
nonpartisan independent watchdog that champions good
government reforms. POGO’s investigations into corruption,
misconduct, and conflicts of interest achieve a more
effective, accountable, open, and ethical federal
government.
POGO's SecureDrop available via Tor:

Phone: (202) 347-1122
Fax: (202) 347-1116

http://dqeasamlf3jld2kz.onion

CENTER FOR DEFENSE
INFORMATION AT POGO

Email: info@pogo.org

Learn More About CDI at POGO

May 29, 2008
Northrop Grumman Corporation
1840 Century Park East
Los Angeles, CA 90067-2199
Dear Sir or Madam:
Sometime in the next few weeks, the Project On Government Oversight (POGO)
will update its Federal Contractor Misconduct Database
(http://www.contractormisconduct.org/), a compilation of information from public
resources regarding government contractors, including Northrop Grumman. On
August 16, 2005, December 2, 2005 and November 14, 2006, we sent Northrop
Grumman information regarding findings in POGO’s database. As of today, we
have not received a response from you. I have enclosed the findings relevant to
your company, and I am seeking verification of this data.
Any response would be greatly appreciated, as the accuracy of this information is
in the best interest of all parties. Out of fairness to Northrop Grumman, please be
assured that any response received by POGO will be posted on the website along
with the data.
The biggest change we will be making to the database is the inclusion of more
federal contractors (the top 100). We are also adding new instances that we have
found in recent months and updating instances already in the database with new
information. Please note that the database also includes pending instances, but these
are kept separate from resolved instances and are not included in the totals.
If you have any questions, I can be reached at (202) 347-1122. Thank you for your
time and consideration.
Sincerely,

Neil Gordon
Investigator
Enclosure

Instances
1. Bagley v. TRW Inc. (Cost Mischarges)
Date: 06/09/2003 (Date of Settlement)
Misconduct Type: Cost/Labor Mischarge
Enforcement Agency: Multiple Agencies
Contracting Party: Multiple Agencies
Court Type: Civil
Amount: $111,200,000
Disposition: Settlement
Synopsis: Northrop-Grumman paid $111.2 million to settle claims that TRW Inc, a company
acquired by Northrop in December 2002, had violated the False Claims Act 31 USC §§ 37293733, et. seq. The government alleged that "In 1991 and 1992, TRW mischarged two costs independent research and development (IR&D), as well as bid and proposal - associated with its
attempt to enter the space launch vehicle business. According to the complaint, if TRW had
correctly accounted for those costs, the federal government would not have reimbursed the
company or them, because in 1991 and 1992 TRW exceeded the government's ceiling on what it
would pay for IR&D and bid and proposal costs." It was also alleged that TRW "mischarged the
costs of fabricating and testing a prototype satellite solar array wing as 'capital equipment' rather
than as IR&D" in order to avoid the government ceiling on IR&D expenditures.
2. Defective Pricing
Date: 11/26/1996 (Date of Report)
Misconduct Type: Defective Pricing
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $1,500,000
Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Northrop Hawthorne Division paid $1.5 million to the government to settle a matter involving
“defective pricing.”
3. Cost Overruns
Date: 09/24/2004 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Non-Governmental
Contracting Party: Non-Governmental
Court Type: Civil
Amount: $81,000,000
Disposition: Settlement
Synopsis: On March 13, 2002, a jury in Indianapolis, Indiana returned a verdict of in favor of
Allison Gas Turbine for cost overruns on the engine exhaust liner and trailing edge of a
discontinued prototype aircraft from a competitive award process, which occurred in the 1980s.
On April 27, 2004, the Court of Appeals of Indiana affirmed the decision of the lower court. On

September 28, 2004, Northrop Grumman’s appeal to the Supreme Court of Indiana was denied
and the company paid $81 million in settlement of the judgment and interest.
4. Falsification of Inspection Checklists and Installation of Nonconforming Parts
Date: 03/01/1999 (Date of Report)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Multiple Agencies
Contracting Party: Multiple Agencies
Court Type: Civil
Amount: $500,000
Disposition: Settlement
Synopsis: Northrop Grumman agreed to pay $500,000 to the government in a civil settlement
after the company allegedly “falsely certified inspection checklists for military and civilian
aircraft.” The settlement also covered charges that the company had installed nonconforming
parts in military aircraft.
5. Overcharging the Government
Date: 10/01/1997 (Date of Report)
Misconduct Type: Cost/Labor Mischarge
Enforcement Agency: Defense – Air Force
Contracting Party: Defense - Air Force
Court Type: Civil
Amount: $34,800,000
Disposition: Settlement
Synopsis: A government investigation found that “Northrop Grumman Corporation’s Military
Aircraft Systems Division (NGMASD) unintentionally overbilled the Government on a Low
Rate Initial Production contract for the B-2 bomber.” Northrop Grumman paid $34.8 million in a
civil settlement to cover the excessive charges and interest.
6. Invalid Certificate of Insurance
Date: 12/30/2003 (Date of Suspension)
Misconduct Type: Other
Enforcement Agency: International
Contracting Party: International
Court Type: Administrative
Amount: $0
Disposition: Administrative Agreement
Synopsis: Northrop Grumman Aviation was licensed by the Canadian Transport Agency (CTA)
to “operate a non-scheduled international service to transport traffic on a charter basis between
points in the United States of America and points in Canada.” Northrop Grumman was required
to have liability insurance as part of the contract. However, CTA found that Northrop’s
certificate of insurance was not valid and suspended the company’s license. Northrop’s next
application for the license was approved on July 22, 2004.

7. Jordan v. Northrop Grumman (Installation of Substandard Parts in Navy Target Drones)
Date: 08/20/2003 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Navy
Contracting Party: Defense - Navy
Court Type: Civil
Amount: $20,000,000
Disposition: Settlement
Synopsis: Allegedly, Northrop Grumman knowingly installed substandard parts in target drones
designed for the Navy. This was a violation of the False Claims Act 31 USC §§ 3729-3733, et.
seq. The Navy found 32 drones to be defective in firing range operations. The matter was settled
as part of a joint settlement with the case United States of America v. Newport News
Shipbuilding, Inc. #1:03CV142-A. Of the $80 million that was paid as part of this joint
settlement, approximately $20 million served as restitution for the defective drones.
8. Maze v. Ingalls Shipbuilding (Improper Charging of Costs and Improper Billing)
Date: 11/16/1998 (Date of Settlement)
Misconduct Type: Cost/Labor Mischarge
Enforcement Agency: Defense – Navy
Contracting Party: Defense - Navy
Court Type: Civil
Amount: $2,250,000
Disposition: Settlement
Synopsis: Ingalls Shipbuilding, a subsidiary of Northrop Grumman, reached a settlement of
$2.25 million with the Navy in a False Claims Act suit. The plaintiff alleged “Ingalls
fraudulently exploited an accounting practice in order to shift certain costs to Navy contracts”
that should have been charnged to its commercial contracts with the government of Israel and
“improperly billed the government for work not performed.”
9. McMorrough and Hanson v. Northrop Grumman (Failure to Properly Manufacture
Replacement Parts)
Date: 03/13/2000 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Air Force
Contracting Party: Defense - Air Force
Court Type: Civil
Amount: $750,000
Disposition: Settlement
Synopsis: In response to this qui tam action, Northrop Grumman paid $750,000 “to settle claims
arising from its failure to properly manufacture more than 5,000 replacement parts it made for
use on military aircraft.” Allegedly violating part of a 1992 contract with the Air Force to

convert cargo planes to military aircraft, the company failed to recalibrate ovens used to
manufacture replacement parts.
10. Mississippi Commission on Environmental Quality Hazardous Waste Permit Violation
Date: 12/18/2003 (Date of Commission Report)
Misconduct Type: Environment
Enforcement Agency: State/Local
Contracting Party: None
Court Type: Civil
Amount: $9,100
Disposition: Settlement
Synopsis: In a settlement with the Mississippi Commission on Environmental Quality, Northrop
Grumman Ship Systems paid $9,100 and “agreed to bring its Hazardous Waste Permit into full
compliance regarding proper storage, labeling and handling of hazardous waste related to the
facility located in Pascagoula.”
11. Mississippi Commission on Environmental Quality Title V Permit Violation
Date: 08/23/2003 (Date of Commission Report)
Misconduct Type: Environment
Enforcement Agency: State/Local
Contracting Party: None
Court Type: Civil
Amount: $950,000
Disposition: Settlement
Synopsis: Northrop Grumman Ship Systems “violated its Title V permit conditions 3.B.1 and 2
regarding the use of non-compliance coatings in violation of MACT standards for shipbuilding
and repair, Title V permit conditions 3.B.8 regarding hourly emissions limitations and Title V
permit condition 3.A.2 on March 22, 2000 regarding exceedance of the 40% opacity limits.”
Additionally, the company “modified its facility without appropriate prior permitting.”
12. Occupational Safety and Health Administration Citation
Date: 09/06/2002 (Date of News Release)
Misconduct Type: Labor
Enforcement Agency: Labor – OSHA
Contracting Party: None
Court Type: Civil
Amount: $131,000
Disposition: Fine
Synopsis: After a welder was crushed between two ship modules, the Labor department’s
Occupational Safety and Health Administration (OSHA) investigated the company’s safety
standards. “OSHA cited the company's Gulfport facility, where about 800 employees make
modules used in ship construction, for 33 serious safety violations with a proposed penalty of

$131,000...As part of the pre-citation settlement, Northrop Grumman accepted all citations,
agreed not to contest the inspection results and paid all penalties.”
13. Procurement Fraud (1996)
Date: 04/23/1996 (Date of Report)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $100,000
Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Northrop Grumman paid $100,000 to the government to settle a matter involving “procurement
fraud.”
14. Procurement Fraud (1995)
Date: 06/23/1995 (Date of Report)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $4,000,000
Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Northrop Aircraft Division paid $4,000,000 to the government to settle a matter involving
“procurement fraud."
15. Robinson v. Northrop Grumman Corporation (False Claims Act Violations)
Date: 03/01/2005 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – Air Force
Contracting Party: Defense - Air Force
Court Type: Civil
Amount: $62,000,000
Disposition: Settlement
Synopsis: Whistleblowers filed a civil fraud case against Northrop Grumman in 1989. Though it
initially declined to participate, the government joined the case in 2001, accusing Northrop of
fraud in two separate instances. They alleged that in the early 1980s, Northrop “engaged in a
fraud scheme by routinely submitting false contract proposals,” and “concealed basic problems
in its handling of inventory, scrap and attrition.” In the second instance, the plaintiffs alleged that
Northrop “lied to the government during a ‘Critical Design Review’” for a B-2 Bomber radar
jamming device. Northrop settled the claims for approximately $62 million.

16. South Coast Air Quality Management District Notice of Violation
Date: 12/19/2003 (Date of Settlement)
Misconduct Type: Environment
Enforcement Agency: State/Local
Contracting Party: None
Court Type: Civil
Amount: $15,000
Disposition: Settlement
Synopsis: "On July 10, 2003, the South Coast Air Quality Management District (SCAQMD)
issued a notice of violation (NOV) to the Space Technology facility in Redondo Beach,
California alleging sixty-four deviations from the operating conditions of an air permit. The
SCAQMD and the company settled all counts alleged in the NOV by agreement dated December
19, 2003. Pursuant to the terms of the settlement agreement, on January 12, 2004, the company
paid a monetary penalty of $15,000."
17. United States v. Newport News Shipbuilding (Research and Development Mischarge)
Date: 08/20/2003 (Date of Settlement)
Misconduct Type: Cost/Labor Mischarge
Enforcement Agency: Defense – Navy
Contracting Party: Defense - Navy
Court Type: Civil
Amount: $60,000,000
Disposition: Settlement
Synopsis: Northrop Grumman paid $60 million to settle allegations that, Newport News
Shipbuilding (NNS), a subsidiary acquired in December 2001, “mischarged as Independent
Research and Development (IR&D) its costs for the design and development of double hulled
tankers that the shipbuilder had contracts to build for commercial customers.” This was an
alleged violation of the False Claims Act False Claims Act 31 USC §§ 3729, et. seq. The
payment came as part of a joint settlement with the case U.S. ex rel. Jordan v. Northrop
Grumman Corporation (CD CA No. 95-2985-ABC). Total restitution for the two cases amounted
to $80 million.
18. Cost/Labor Mischarging
Date: 06/30/1999 (Date of Report)
Misconduct Type: Cost/Labor Mischarge
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: undisclosed/unknown
Amount: $145,250
Disposition: Settlement
Synopsis: According to a GAO report cited by Senator Harkin and Representative DeFazio,
Northrop Grumman paid $145,250 to the government to settle a matter involving "cost/labor
mischarging."

19. Unfair Labor Practices
Date: 12/19/2001 (Date of Settlement Agreement)
Misconduct Type: Labor
Enforcement Agency: NLRB
Contracting Party: None
Court Type: Administrative
Amount: $2,150,274
Disposition: Settlement
Synopsis: “National Labor Relations Board General Counsel Arthur F. Rosenfeld announced
today final settlement of longstanding unfair labor practice cases involving the former Avondale
Industries, resulting in disbursement of over $2 million in backpay to 61 employees…Under
terms of a final settlement agreement approved by the Board on December 19, 2001 (337 NLRB
No. 15), Northrop Grumman, the current owner of the shipyard, paid $2,150,274 to the Board."
20. Violations of the McNamara-O'Hara Service Contract Act
Date: 05/26/2004 (Date of Restitution Payment)
Misconduct Type: Labor
Enforcement Agency: Labor
Contracting Party: Defense - Army
Court Type: Administrative
Amount: $429,041
Disposition: Restitution
Synopsis: “Northrop Grumman Information Technology Inc. has paid $429,041 in back wages
to 301 mechanics, technicians and range specialists working at Fort Hood, Texas, after a U.S.
Department of Labor investigation revealed violations of the McNamara-O'Hara Service
Contract Act (SCA)… The investigation covering the period March 1, 2001, to Sept. 30, 2003,
found the company paid $1.39 per hour for health and welfare benefits, rather than the $1.92 to
$2.15 hourly rate required by the SCA. In addition, the company paid lower hourly wage rates
because some workers were misclassified in the occupation.”
21. Possible Release of Hazardous Waste
Date: 06/30/2003 (Date of Consent Decree)
Misconduct Type: Environment
Enforcement Agency: State/Local
Contracting Party: None
Court Type: Administrative
Amount: $47,611
Disposition: Administrative Agreement
Synopsis: On June 30, 2003, the California Environmental Protection Agency and Northrop
Grumman entered into a consent decree to resolve investigation findings that waste management
units may have released hazardous waste. Under the agreement, Northrop Grumman must make
an advance payment of $47,611, with costs potentially reaching $768,317.

22. Failure to Test Parts in Night Vision Goggles and Sniper Scopes
Date: 07/18/2007 (Date of Settlement)
Misconduct Type: Government Contract Fraud
Enforcement Agency: Defense – General
Contracting Party: Defense - General
Court Type: Civil
Amount: $8,000,000
Disposition: Settlement
Synopsis: Northrop Grumman agreed to pay the government $8 million to settle charges it failed
to test tubes used in night vision goggles and sniper scopes used by U.S. troops in Afghanistan
and Iraq. An investigation found problems with reviews of testing procedures by Northrop
Grumman and predecessor Litton Industries Inc. at Northrop Grumman's Tempe, Ariz. plant
from 2000 to 2002. According to prosecutors, the faulty tests did not result in safety concerns,
and Northrop voluntarily informed the Defense Department of the problem in 2002.
23. Using Automated Fingerprint Identification Software Without Permission
Date: 09/10/2007 (Date of Announcement)
Misconduct Type: Intellectual Property
Enforcement Agency: Non-Governmental
Contracting Party: None
Court Type: Civil
Amount: $60,000,000
Disposition: Settlement
Synopsis: Northrop Grumman settled a lawsuit filed by biometrics technology company Cogent
Systems that accused Northrop of using Cogent’s automated fingerprint technology without
permission. Cogent claimed it did not give Northrop permission to use its automated fingerprint
identification software for a contract with the British Police Information Technology
Organization, and its successor, the National Policing Improvement Agency. Under the terms of
the agreement, Northrop agreed to pay Cogent $25 million to settle the lawsuit and $15 million
for a non-exclusive license to use the software. Northrop and Cogent also agreed to a five-year
research and development, service and products agreement, under which Northrop will pay
Cogent $20 million for products and services over the term of the agreement.
24. Export Administration Regulations Violations
Date: 01/25/2008 (Date of Announcement)
Misconduct Type: Import/Export
Enforcement Agency: Commerce
Contracting Party: None
Court Type: Administrative
Amount: $400,000
Disposition: Fine

Synopsis: Northrop Grumman Corp. agreed to pay a $400,000 civil penalty to settle allegations
that it committed 131 violations of the Export Administration Regulations, both in its own
capacity and as successor to Litton Industries, Inc. (acquired by Northrop Grumman in 2001).
The allegations involved the unlicensed export of components for navigation equipment and
module manufacturing data to the Philippines, Singapore, Malaysia, Italy and the United
Kingdom between 1998 and 2002.
25. Violation of Federal Safety Standards at Newport News Shipyard
Date: 03/26/2008 (Date of Citation)
Misconduct Type: Labor
Enforcement Agency: Labor – OSHA
Contracting Party: Defense - Navy
Court Type: Administrative
Amount: $5,000
Disposition: Fine
Synopsis: Northrop Grumman Corp. paid a $5,000 fine for violating federal safety standards in
the February 2008 death of an employee at its Newport News shipyard. The Occupational Safety
and Health Administration (OSHA) found Northrop Grumman in violating for not providing a
body harness for the employee, Kevin Batten, who died after falling off the aircraft carrier USS
Carl Vinson while working on its ventilation system.
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News & Information
LABOR & EMPLOYMENT LAW — 04/21/09
Northrop Grumman to pay $325 million to settle False
Claims case

Visit us at the new
www.wklawbusiness.com for
all legal, business and health
care products and services
from Wolters Kluwer Law &
Business

Northrop Grumman Corp, its subsidiary Northrop Grumman Space and
Mission Systems Corp, and its predecessor TRW Inc (collectively,
Northrop) have agreed to settle, for $325 million, False Claims Act
allegations that Northrop provided and billed the U.S. Government's
National Reconnaissance Office (NRO) for defective microelectronic
parts, known as Heterojunction Bipolar Transistors (HBTs), the Justice Department announced.

A federal government investigation concluded that Northrop and TRW failed to properly test and qualify certain
HBTs manufactured by TRW from 1992 to 2002. As a result, Northrop and TRW integrated into NRO satellite
equipment certain defective HBTs. The investigation also found that Northrop and TRW made misrepresentations
about and concealed certain material facts regarding the reliability of the HBTs.
"The settlement of the HBT case demonstrates that the Department of Justice will investigate even the most
complex and challenging allegations," said Michael F. Hertz, acting assistant attorney general for the Justice
Department's Civil Division.
The settlement resolves a qui tam suit filed by whistleblower Robert Ferro, Ph.D., an employee of The
Aerospace Corp. The government investigated Ferro's allegations and, in November 2008, intervened in the
lawsuit Ferro filed against Northrop in US. District Court in the Central District of California in 2002. Under the
settlement agreement, Ferro will receive $48.75 million as his share of the recovery in the HBT action under the
qui tam provisions of the False Claims Act.
"While the company believes it acted properly under its contracts and had substantive defenses to the claims, it
also believes that settlement is in the best interest of all parties as it releases the company from the
government's claims, avoids litigation, and preserves a valued customer relationship," according to a formal
company statement released by Northrop.
For more information on this and other topics, consult CCH Employment Practices Guide or CCH Labor Relations.
Visit our News Library to read more news stories.
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SECTION 1: SUMMARY AND PURPOSE OF THE PROPOSED PLAN
The New York State Department of Environmental Conservation (the Department), in
consultation with the New York State Department of Health (NYSDOH), is proposing a remedy
for the above referenced site. The disposal of hazardous wastes at the site has resulted in threats
to public health and the environment that would be addressed by the remedy proposed by this
Proposed Remedial Action Plan (PRAP). The disposal of hazardous wastes at this site, as more
fully described in Section 6 of this document, has contaminated various environmental media.
The proposed remedy is intended to attain the remedial action objectives identified for this site
for the protection of public health and the environment. This PRAP identifies the preferred
remedy, summarizes the other alternatives considered, and discusses the reasons for the preferred
remedy.
The New York State Inactive Hazardous Waste Disposal Site Remedial Program (also known as
the State Superfund Program) is an enforcement program, the mission of which is to identify and
characterize suspected inactive hazardous waste disposal sites and to investigate and remediate
those sites found to pose a significant threat to public health and environment.
The Department has issued this document in accordance with the requirements of New York
State Environmental Conservation Law and Title 6 of the Official Compilation of Codes, Rules
and Regulations of the State of New York; (6 NYCRR) Part 375. This document is a summary
of the information that can be found in the site-related reports and documents in the document
repository identified below.
SECTION 2: CITIZEN PARTICIPATION
The Department seeks input from the community on all PRAPs. This is an opportunity for
public participation in the remedy selection process. The public is encouraged to review the
reports and documents, which are available at the following repository:
Bethpage Public Library
Attn: Ms. Lois Lovisolo
Powell Avenue
Bethpage, NY 11714
Phone: 516) 931-3907
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A public comment period has been set from: 06/1/2012 to 06/30/2012
A public meeting is scheduled for the following date: 06/12/2012 at 7:00pm
Public meeting location: Bethpage Senior High School
In addition, the NYSDEC will also be holding two public availability sessions on:
06/12/2012 from 2:30 to 4:00pm, and
06/11/2012 from 7:00 to 9:00pm
Availability Session Location: Bethpage Community Center- 103 Grumman Road West
At the public meeting, the findings of the remedial investigation (RI) and the feasibility study
(FS) will be presented along with a summary of the proposed remedy. After the presentation the
public will have the opportunity to provide verbal or written comments on the PRAP.
At the public availability sessions a summary of the proposed remedy will be presented and staff
will be available to answer questions.
Written comments may also be sent through 06/30/2012 to:
Steven Scharf
NYS Department of Environmental Conservation
Division of Environmental Remediation
625 Broadway
Albany, NY 12233- 7015
sxscharf@gw.dec.state.ny.us
The Department may modify the proposed remedy or select another of the alternatives presented
in this PRAP based on new information or public comments. Therefore, the public is
encouraged to review and comment on the proposed remedy identified herein. Comments will
be summarized and addressed in the responsiveness summary section of the Record of Decision
(ROD). The ROD is the Department's final selection of the remedy for this site.
Receive Site Citizen Participation Information By Email
Please note that the Department's Division of Environmental Remediation (DER) is "going
paperless" relative to citizen participation information. The ultimate goal is to distribute citizen
participation information about contaminated sites electronically by way of county email
listservs. Information will be distributed for all sites that are being investigated and cleaned up
in a particular county under the State Superfund Program, Environmental Restoration Program,
Brownfield Cleanup Program, Voluntary Cleanup Program, and Resource Conservation and
Recovery Act Program. We encourage the public to sign up for one or more county listserves at
www.dec.ny.gov/chemical/61092.html.
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SECTION 3: SITE DESCRIPTION AND HISTORY
Location: The Northrop Grumman - Bethpage Facility is a part of the former Grumman
Aerospace complex. It is located on Hicksville Road in an urbanized area of Bethpage.
Operable Unit 3 (OU3) is off-site from the Northrop Grumman-Bethpage Facility Site (Site
No.130003A) and includes the Former Grumman Settling Ponds and adjacent areas. Unless
otherwise stated, the term “site” in this document will refer to OU3. The Former Grumman
Settling Ponds represent approximately 3.75 acres located within the 12 acre Bethpage
Community Park (the Park). The Park is located at the intersection of Stewart Avenue and
Cherry Avenue, in Bethpage, New York. OU3 also includes the Grumman Access Road located
south and west of the Park and some adjoining land.
Site Features: The Park was donated to the Town of Oyster Bay by Grumman Aircraft
Engineering Corporation in October 1962. The Ball-field area of the Park is built over the
location of the Former Grumman Settling Ponds. Northrop Grumman retains ownership of the
Grumman Access Road which is a closed private road associated with the former plant. The
remainder of the Park contains an active storm water recharge basin, a parking area, the Town
Ice Skating Rink, and the Town Pool.
Current Zoning: Although zoned for light industrial use, the Town of Oyster Bay has utilized the
Former Grumman Settling Ponds area as part of the Bethpage Community Park since the mid1960s. The surrounding land use is a combination of industrial, commercial, residential, a school
and recreational uses.
Historic Uses: From circa 1949 to 1962, the Former Grumman Settling Ponds area was used for
dewatering of sludge, including neutralized chromic acid waste, from the waste water treatment
facility which was located within the Grumman Aerospace Bethpage complex. This complex
included both Grumman owned and operated plants, and government owned (United States
Navy) and contractor (Grumman) operated plants. Grumman’s operations started in 1930 and
the Naval Weapons Industrial Reserve Plant (NWIRP) operations started in 1933. All
manufacturing ceased at the Grumman and NWIRP facilities in 1996.
The then named Grumman Aerospace-Bethpage Facility Site (Site No.130003) consisting of
some 600 acres was listed in the Registry of Inactive Hazardous Waste Disposal Sites in New
York State in 1983. (Site No. 130003 as defined did not include the Bethpage Community Park.)
Subsequently on March 10, 1993, the Grumman Aerospace-Bethpage Facility Site (130003) was
divided into the Northrop Grumman-Bethpage Facility Site (130003A) and the Naval Weapons
Industrial Reserve Plant Site (130003B) consisting of 105 acres. During the early 1990s many
portions of the Northrop Grumman-Bethpage Facility Site (130003A) were delisted as the
investigation of areas was completed. The Northrop Grumman-Bethpage Facility Site
(130003A) was further divided on March 13, 2000 with 26 acres becoming the Northrop
Grumman-Steel Los Plant 2 Site (130003C). Currently the Northrop Grumman-Bethpage
Facility Site (130003A) is 9 acres. In June 2004, a portion of the Naval Weapons Industrial
Reserve Plant Site (130003B) was delisted reducing the NWIRP site to 8.7 acres.
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Several Records of Decision (RODs) have been issued by the NYSDEC for the Northrop
Grumman-Bethpage Facility Site and the Naval Weapons Industrial Reserve Plant Site:
- 130003A, Operable Unit 1 on-site soils source area, March 1995
- 130003A and 130003B, Operable Unit 2 groundwater, March 2001
- 130003B, Operable Unit 1 on-site soils source areas, May 1995.
Operable Units: An operable unit represents a portion of a remedial program for a site that for
technical or administrative reasons can be addressed separately to investigate, eliminate or
mitigate a release, threat of release or exposure pathway resulting from the site contamination.
The Grumman Aerospace Bethpage facility site is divided into 3 operable units. The former
manufacturing plant area is designated as Operable Unit 1 (OU1) and Operable Unit 2 (OU2)
consists of the groundwater contamination plume and is a joint operable unit for both the
Grumman and NWIRP sites. Operable Unit 3 (OU3) consists of the Former Grumman Settling
Ponds, the Grumman Access Road, some adjacent property and impacted groundwater which is
not addressed by OU2. The Town of Oyster Bay also completed an Interim Remedial Measure
(IRM) on an area within the Bethpage Community Park, which was originally but is not
currently included in the OU3 area.
Site Geology and Hydrogeology: OU3 is located on the Long Island glacial sand deposits which
have been designated as a sole source aquifer. Depth to groundwater (to the Upper Glacial
aquifer) is 50 to 55 feet and flow is generally southward. The upper glacial aquifer is underlain
by the Magothy aquifer which is the primary source of drinking water. Periodic lower
permeability silty-sand and clay lenses exist throughout the area. Most of these confining layers
are not continuous in the area of study.
A site location map is attached as Figure 1.
SECTION 4: LAND USE AND PHYSICAL SETTING
The Department may consider the current, intended, and reasonably anticipated future land use
of the site and its surroundings when evaluating a remedy for soil remediation. For this site,
alternatives (or an alternative) that restrict(s) the use of the site to restricted-residential use
(which allows for commercial, industrial and active park recreation use) as described in Part 3751.8(g) are/is being evaluated in addition to an alternative which would allow for unrestricted use
of the site.
A comparison of the results of the investigation to the appropriate standards, criteria and
guidance values (SCGs) for the identified land use and the unrestricted use SCGs for the site
contaminants is included in the Tables for the media being evaluated in Exhibit A.
SECTION 5: ENFORCEMENT STATUS
Potentially Responsible Parties (PRPs) are those who may be legally liable for contamination at a
site. This may include past or present owners and operators, waste generators, and haulers.
The PRPs for the site, documented to date, include:
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Northrop Grumman Corporation
Department of the Navy
Town of Oyster Bay
Northrop Grumman signed a Remedial Investigation and Feasibility Study (RI/FS) Order on
Consent in July 2005 for the Former Grumman Settling Ponds, or Operable Unit 3 (OU3).
Northrop Grumman also signed an RI/FS order on consent for Operable Unit 1 and Operable
Unit 2 (OU1 and OU2) in 1989. To date, Grumman has not signed a Remedial Design and
Remedial Action (RD/RA) order on consent for OU1 and OU2. The Navy signed a Federal
Facilities Site Remediation Agreement in 2005 for implementation of the OU 2 remedy. The
Town of Oyster Bay is a responsible party for this site as they are the property owner of the
Bethpage Community Park. The Town of Oyster Bay did enter into an order for an IRM in July
2005 to investigate and remediate 7 acres of the Bethpage Community Park.
SECTION 6: SITE CONTAMINATION
6.1:

Summary of the Remedial Investigation

A Remedial Investigation (RI) has been conducted. The purpose of the RI was to define the
nature and extent of any contamination resulting from previous activities at the site. The field
activities and findings of the investigation are described in the RI Report.
The following general activities are conducted during an RI:
•

Research of historical information,

•

Geophysical survey to determine the lateral extent of wastes,

•

Test pits, soil borings, and monitoring well installations,

•

Sampling of waste, surface and subsurface soils, groundwater, and soil vapor,

•

Sampling of surface water and sediment,

•

Ecological and Human Health Exposure Assessments.

The analytical data collected on this site includes data for:
- air
- groundwater
- soil
- soil vapor; and
- indoor air
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6.1.1: Standards, Criteria, and Guidance (SCGs)
The remedy must conform to promulgated standards and criteria that are directly applicable or
that are relevant and appropriate. The selection of a remedy must also take into consideration
guidance, as appropriate. Standards, Criteria and Guidance are hereafter called SCGs.
To determine whether the contaminants identified in various media are present at levels of
concern, the data from the RI were compared to media-specific SCGs. The Department has
developed SCGs for groundwater, surface water, sediments, and soil. The NYSDOH has
developed SCGs for drinking water and soil vapor intrusion. The tables found in Exhibit A list
the applicable SCGs in the footnotes. For a full listing of all SCGs see:
www.dec.ny.gov/regulations/61794.html.
6.1.2: RI Information
The data have identified contaminants of concern. A "contaminant of concern" is a hazardous
waste that is sufficiently present in frequency and concentration in the environment to require
evaluation for remedial action. Not all contaminants identified on the property are contaminants
of concern. The nature and extent of contamination and environmental media requiring action
are summarized in Exhibit A. Additionally, the RI Report contains a full discussion of the data.
The contaminant(s) of concern identified for this Operable Unit at this site is/are:
Trichlorethylene
1,1,1 Trichloroethane
Aviation engine oil
Chrome Etchant
Machine Oil
Paint
Paint Solvents
Polychlorinated Biphenyl oil

Tetrachloroethene
Toluene
Chlorodifluoromethane
Dichlorodifluoromethane
Chromium
Cadmium
Arsenic
Freon 113

As illustrated in Exhibit A, the contaminant(s) of concern exceed the applicable SCGs for:
- groundwater; and
- soil
6.2:

Interim Remedial Measures

An interim remedial measure (IRM) is conducted at a site when a source of contamination or
exposure pathway can be effectively addressed before issuance of the Record of Decision.
The following IRM(s) has/have been completed at this site based on conditions observed during
the RI.
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Soil Excavation IRM
The Town of Oyster Bay (TOB) completed the investigation and remediation IRM for 7 of the
12 acres comprising the OU3, or Bethpage Community Park Site. The Town of Oyster Bay
addressed soils contamination in those seven acres. This TOB IRM included the excavation and
off-site disposal of approximately 175,000 cubic yards of soil contaminated with the chlorinated
solvents, PCBs, metals and Freon compounds dichlorodifloromethane (R-12) and
chlorodifloromethane (R-22) from this area The excavated materials were replaced with clean
soils. The Northrop Grumman RI identified that operation of the former Town ice rinks (since
replaced by a new rink) were the source of the Freon contamination. Subsequently, the TOB
submitted an application that was approved for a Brownfields Cleanup Agreement for the Ice
Rink portion of the site. This agreement will address Freon contamination related to the Ice Rink
area. The boundaries of OU3 have been adjusted and the area of the TOB IRM is no longer an
onsite part of the OU3 program.
Grumman Soil Vapor Extraction (SVE) IRM
A SVE system was installed along the southern boundary of the site to intercept/contain
contamination in the soil vapor emanating from the on-site source areas before they could
potentially impact off-site structures. Construction started in November of 2007 and was
complete by the end of February 2008. The system went on line shortly afterward and has been
operating continuously since then.
Groundwater Pump and Treat/Onsite Groundwater Containment System IRM
Grumman installed a groundwater extraction and treatment system along the southern Grumman
access road to address the offsite migration of contaminated groundwater. This consists of 4
groundwater extraction wells and treatment on the adjacent McKay Field. The system collects
and treats approximately 250 gpm of groundwater extracted from depths between 50 and 75 feet
using air stripping as treatment. Construction started in late 2008 and the system went online in
July 2009. This onsite groundwater treatment system has been fully operational since that time.
6.3:

Summary of Human Exposure Pathways

This human exposure assessment identifies ways in which people may be exposed to site-related
contaminants. Chemicals can enter the body through three major pathways (breathing, touching
or swallowing). This is referred to as exposure.
Since the site is fenced and/or covered by asphalt, concrete or clean fill, people will not come
into contact with site-related contaminants in soil unless they dig below the surface. The
potential exists for contact with contaminants in soil in limited off-site residential areas. People
are not drinking the contaminated groundwater because the area is served by a public water
supply that is treated to remove this contamination. Volatile organic compounds in the
groundwater may move into the soil vapor (air spaces within the soil), which in turn may move
into overlying buildings and affect the indoor air quality. This process, which is similar to the
movement of radon gas from the subsurface into the indoor air of buildings, is referred to as soil
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vapor intrusion. Because there are no on-site buildings, inhalation of site contaminants in indoor
air due to soil vapor intrusion does not represent a concern for the site in its current condition.
However, the potential exists for the inhalation of site contaminants due to soil vapor intrusion
for any future on-site development. Sampling indicates soil vapor intrusion is not a concern for
off-site buildings.
6.4:

Summary of Environmental Assessment

This section summarizes the assessment of existing and potential future environmental impacts
presented by the site. Environmental impacts may include existing and potential future exposure
pathways to fish and wildlife receptors, wetlands, groundwater resources, and surface water.
The OU 3 investigation found significant soil, soil vapor, and groundwater contamination at the
Site.
Nature and Extent of Contamination: The contaminants of concern in the areas of concern
identified in OU 3 are as follows:
PCB Fill Material - PCBs
Low Permeability Zone – Volatile Organic Compounds (VOCs)
Rag Pit Disposal Area - VOCs
Former Grumman Settling Ponds – Chrome
and PCBsGrumman Access Road – PCBs, chromium and cadmium
Onsite and Off-site Groundwater – VOCs
Off-site Residential Soil – PCBs and Chrome
Soil: The primary soil contaminants in soil are TCE and its breakdown products, toluene, PCBs,
chromium and cadmium. The Sludge Dewatering/Buried Settling Ponds contain chromium and
PCB impacted fill materials. The Rag Pit Disposal Area contains chlorinated and nonchlorinated VOCs. The Low Permeability Zone above the water table is impacted mainly with
chlorinated VOCs. The Grumman Access Road soils are impacted with PCBs, chromium, and to
a lesser extent, cadmium.
Groundwater: The primary site-related groundwater and soil vapor contaminants is TCE and its
breakdown products. The continued offsite migration of impacted groundwater has largely been
addressed by the onsite groundwater pump and treatment system IRM. There are also Freon
compounds in the groundwater which are not a result of Grumman's historic operations, but
attributable to the Park ice rinks. Groundwater migration from the OU3 area has resulted in a
significant off-site groundwater plume which has impacted both the Upper Glacial and Magothy
Formations. As the OU3 groundwater plume leaves the site, as a distinct plume, it becomes
comingled with the larger OU2 Grumman/NWIRP groundwater plume. While generally
comingled at depths of less than 400 feet, the OU 3 plume continues deeper than the OU2 plume,
extending to a depth of at least 550 feet below ground surface. Within the OU3 plume an area of
elevated concentrations, or “hotspot”, plume of VOCs has been identified approaching the
Bethpage Water District No. 4 well field.
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Soil Vapor: The on-site soil vapor and associated potential migration of soil vapor impacts to
adjacent residences has already been addressed by Grumman through the implementation of the
soil vapor extraction (SVE) Interim Remedial Measure (IRM). There are also Freon compounds
in the soil vapor which are not a result of Grumman's historic operations.
Residential soils: Several properties to the south of the Grumman Access Road parcel have also
had soil samples taken from the yard areas. These analytical results have identified several
homes with soils impacted with PCBs and chrome.
Special Resources Impacted/Threatened: The Long Island Sole Source Aquifer has been
impacted with site-related contamination.
SECTION 7: SUMMARY OF THE EVALUATION OF ALTERNATIVES
To be selected, the remedy must be protective of human health and the environment, be costeffective, comply with other statutory requirements, and utilize permanent solutions, alternative
technologies or resource recovery technologies to the maximum extent practicable. The remedy
must also attain the remedial action objectives identified for the site, which are presented in
Exhibit B. Potential remedial alternatives for the Site were identified, screened and evaluated in
the FS report.
A summary of the remedial alternatives that were considered for this site is presented in Exhibit
C. Cost information is presented in the form of present worth, which represents the amount of
money invested in the current year that would be sufficient to cover all present and future costs
associated with the alternative. This enables the costs of remedial alternatives to be compared on
a common basis. As a convention, a time frame of 30 years is used to evaluate present worth
costs for alternatives with an indefinite duration. This does not imply that operation,
maintenance, or monitoring would cease after 30 years if remediation goals are not achieved. A
summary of the Remedial Alternatives Costs is included as Exhibit D.
7.1:

Evaluation of Remedial Alternatives

The criteria to which potential remedial alternatives are compared are defined in 6 NYCRR Part
375. A detailed discussion of the evaluation criteria and comparative analysis is included in the
FS report.
The first two evaluation criteria are termed "threshold criteria" and must be satisfied in order for
an alternative to be considered for selection.
1. Protection of Human Health and the Environment. This criterion is an overall evaluation of
each alternative's ability to protect public health and the environment.
2. Compliance with New York State Standards, Criteria, and Guidance (SCGs). Compliance
with SCGs addresses whether a remedy will meet environmental laws, regulations, and other
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standards and criteria. In addition, this criterion includes the consideration of guidance which the
Department has determined to be applicable on a case-specific basis.
The next six "primary balancing criteria" are used to compare the positive and negative aspects
of each of the remedial strategies.
3. Long-term Effectiveness and Permanence. This criterion evaluates the long-term
effectiveness of the remedial alternatives after implementation. If wastes or treated residuals
remain on-site after the selected remedy has been implemented, the following items are
evaluated: 1) the magnitude of the remaining risks, 2) the adequacy of the engineering and/or
institutional controls intended to limit the risk, and 3) the reliability of these controls.
4. Reduction of Toxicity, Mobility or Volume. Preference is given to alternatives that
permanently and significantly reduce the toxicity, mobility or volume of the wastes at the site.
5. Short-term Impacts and Effectiveness. The potential short-term adverse impacts of the
remedial action upon the community, the workers, and the environment during the construction
and/or implementation are evaluated. The length of time needed to achieve the remedial
objectives is also estimated and compared against the other alternatives.
6. Implementability. The technical and administrative feasibility of implementing each
alternative are evaluated. Technical feasibility includes the difficulties associated with the
construction of the remedy and the ability to monitor its effectiveness. For administrative
feasibility, the availability of the necessary personnel and materials is evaluated along with
potential difficulties in obtaining specific operating approvals, access for construction,
institutional controls, and so forth.
7. Cost-Effectiveness. Capital costs and annual operation, maintenance, and monitoring costs
are estimated for each alternative and compared on a present worth basis. Although costeffectiveness is the last balancing criterion evaluated, where two or more alternatives have met
the requirements of the other criteria, it can be used as the basis for the final decision.
8. Land Use. When cleanup to pre-disposal conditions is determined to be infeasible, the
Department may consider the current, intended, and reasonable anticipated future land use of the
site and its surroundings in the selection of the soil remedy.
The final criterion, Community Acceptance, is considered a "modifying criterion" and is taken
into account after evaluating those above. It is evaluated after public comments on the Proposed
Remedial Action Plan have been received.
9. Community Acceptance. Concerns of the community regarding the investigation, the
evaluation of alternatives, and the PRAP are evaluated. A responsiveness summary will be
prepared that describes public comments received and the manner in which the Department will
address the concerns raised. If the selected remedy differs significantly from the proposed
remedy, notices to the public will be issued describing the differences and reasons for the
changes.
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7.2:

Elements of the Proposed Remedy

As detailed below, the Department is proposing "Excavation and Off-site Disposal of Park soils
including removal of hazardous waste levels of PCB impacted soils, Low Permeability Zone Soil
Remediation, Excavation of Grumman Access Road Soils, Onsite Groundwater Containment
and, Excavation of impacted Adjacent residential Yards and Address Soil Vapor." For the offsite groundwater, the Department is proposing “Off-site Elevated Groundwater Collection and
Treatment.” These alternatives are collectively labeled “Alternative 5.” The estimated present
worth cost to implement the remedy is $81,000,000. The cost to construct the remedy is
estimated to be $61,500,000 and the estimated average annual cost is $1,250,000. The basis for
the Department's proposed remedy is set forth at Exhibit E.
The elements of the proposed remedy, for the areas shown on Figure 2, are as follows:
1.
Implementation of a remedial design program to provide the details necessary for the
construction, maintenance and monitoring of the remedial program. Green remediation principals
and techniques will be implemented to the extent feasible in the design, implementation, and site
management of the remedy as per NYSDEC Division of Environmental Remediation (DER)
Guidance-31. The major green remediation components are as follows:
•
•
•
•
•
•
•
•
•

considering the environmental impacts of remedy stewardship over the long term;
reducing direct and indirect greenhouse gas and other emissions;
increasing energy efficiency and minimizing use of non-renewable energy;
conserving and efficiently managing resources and materials;
reducing waste, increasing recycling and increasing reuse of materials which would
otherwise be considered a waste;
maximizing habitat value and creating habitat when possible
fostering green and healthy communities and working landscapes which balance
ecological, economic and social goals;
integrating the remedy with the end use where possible and encouraging green and
sustainable re-development; and
preference for the disposition of the treated groundwater will be given for a reuse, such as
irrigation of the golf courses at Bethpage State Park.

2.
The Former Grumman Settling Ponds area, located in the ball fields and areas adjacent to
the ball fields, in the Bethpage Community Park will be excavated to remove PCB contaminated
fill from an approximately three acre area. In this area, all soil exceeding 50 ppm for PCBs
(approximately 25,000 cubic yards) will be excavated and disposed off-site at a permitted
disposal facility. The soil exceeding 50 ppm is predominantly present between 10 to 20 feet
below ground surface (bgs) and the excavation limits will be extended as necessary to attain the
50 ppm level. Chromium sludge which is co-located with the PCB impacted soil will be
removed to the extent necessary to achieve the PCB removal goals.
The soil from the surface to 10 feet bgs, will be excavated either to achieve the Commissioners
Policy (CP 51) on soil cleanup approach for PCBs or as necessary to access the deeper PCB
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contaminated soil. The remaining soil in the upper two feet site-wide will also achieve the 1ppm
SCO for PCBs or other applicable SCOs for metals or semi-volatile organic compounds to
establish a site cover.
The soil excavated which is less than 50 ppm (approximately 45,000 cubic yards) may be
stockpiled for reuse as backfill in the excavation areas deeper than 10 feet, as part of an on-site
soil management plan. All soil with PCB levels exceed 50 ppm will be transported off-site to a
permitted disposal facility.
3.
A site cover will be required to allow for restricted residential use of the site. The cover
will consist either of the structures such as buildings, pavement, sidewalks comprising the site
development or a soil cover in areas where the upper two feet of exposed surface soil will exceed
the applicable soil cleanup objectives (SCOs). Where the soil cover is required it will be a
minimum of two feet of soil, meeting the SCOs for cover material as set forth in 6 NYCRR Part
375-6.7(d) for restricted residential use. The soil cover will be placed over a demarcation layer,
with the upper six inches of the soil of sufficient quality to maintain a vegetation layer. Any fill
material brought to the site will meet the requirements for the identified site use as set forth in 6
NYCRR Part 375-6.7(d).
4.
The Grumman Access Road right-of-way area will be excavated to remove PCB and
chromium contaminated fill from an approximately 1,000 foot long area beneath and adjacent to
the access road. Soil will be removed to achieve 1 ppm in the upper two feet and 10 ppm of
PCBs at depth. It is estimated that approximately 6,000 cubic yards of soil will be removed, for
the most part to depths from 0 to 3.5 feet bgs. The soil excavated can also be handled in
accordance with the on-site soil management plan, as set forth in Item 2 above.
5.
The approximately 1 acre VOC source area(s)in a low permeability zone present
approximately 40 feet bgs in the Former Grumman Settling Pond Area, will be remediated using
an in-situ thermal desorption and soil vapor extraction technology. The area to be addressed will
be treated to attain the protection of groundwater SCOs for the VOCs.
6.
Residential yards located between Sycamore Avenue and the Grumman Access Road,
where design sampling identifies PCB impacts greater than 1 ppm and chromium in excess of the
residential SCO will be excavated, followed by restoration of the yards. The soil excavated can
also be handled in accordance with the on-site soil management plan, as set forth in Item 2
above.
7.
The areas to be excavated, with the exception of the Grumman Settling Pond Area
subject to the on-site soil management plan, will be backfilled with fill material brought to the
site which meets the requirements for the identified site use as set forth in 6 NYCRR Part 3756.7(d). Excavated areas will be graded and restored to pre-excavation conditions, unless an
alternative restoration is agreed to with the property owner.
8.
The existing groundwater extraction and treatment IRM will continue to be operated and
upgraded as necessary, based on a review of its effectiveness, to assure the capture/containment
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of the full depth and area of contaminated groundwater leaving the Site. Additional extraction
wells will be installed as needed to ensure the containment of the full depth of the area of
contaminated groundwater leaving the site. The treatment capacity will be upgraded as needed to
treat any increased ground water extracted to ensure that the discharge meets applicable SCGs.
9.
Continue operation of the existing IRM soil vapor extraction and treatment system in
place along the Grumman Access Road to prevent migration of contaminated soil vapor.
10.
At least one groundwater extraction well with necessary treatment (the exact number to
be determined during the design phase) will be installed in the groundwater plume emanating
from OU3 in a location downgradient of the area(s) of elevated contaminant levels which have
been identified upgradient of Bethpage Water District Plant 4. This extraction well, or wells, will
be designed to capture and treat the shallow and deep components of this “hot spot” area of the
plume, as recommended by the Technical Team for Optimization of the Bethpage Plume
Remedy in their June 15, 2011 report prepared for the U.S. Navy. The performance standard for
groundwater extraction will be 90 percent mass removal for groundwater migrating
downgradient from the elevated "hotspot area(s)." Considerations may be given to the use of
Bethpage Water District facilities for all or part of treatment system. Additional wells to better
delineate the leading edge of the OU3 plume will also be installed and monitored.
11.
The Wellhead Treatment Contingency Plan put in place as a requirement of the OU 2
ROD will remain in place. Nothing in this decision should be considered as affecting any review
of the Wellhead Treatment Contingency Plan that may be conducted by the Department or other
interested agencies and parties.
12.

Imposition of an institutional control in the form of an environmental easement that will:

•

•

require the remedial party or site owner to complete and submit to the Department a
periodic certification of institutional and engineering controls in accordance with Part
375-1.8 (h)(3);
allow the use and development of the controlled property for restricted residential, as
defined by Part 375-1.8(g), although land use is subject to local zoning laws;
restrict the use of groundwater as a source of potable or process water, without necessary
water quality treatment as determined by the Department, NYSDOH or County DOH;
prohibit the raising of dairy cattle as per 6 NYCRR Part 375or vegetable gardens on the
controlled property; and
require compliance with the Department approved Site Management Plan;

13.

A Site Management Plan is required, which includes the following:

•
•
•

(a) An Institutional and Engineering Control Plan that identifies all use restrictions and
engineering controls for the site and details the steps and media-specific requirements necessary
to ensure the following institutional and/or engineering controls remain in place and effective:
Institutional Controls: The Environmental Easement discussed in Paragraph 12 above.
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Engineering Controls: The continued operation of the onsite ground water containment pump
and treat system, the Soil Vapor Extraction (SVS) system described in paragraph 9 and treatment
of the elevated groundwater hot spot offsite described in paragraph 10.
Areas below the final depth of excavation and clean backfill, with remaining elevated site-related
contamination, would be restricted for intrusive activities.
This site management plan includes, but may not be limited to:
•
•
•
•
•
•

an excavation plan which details, if necessary, the provisions for management of future
excavations in areas of remaining contamination;
a description of the provisions of the environmental easement including any land use,
groundwater and/or surface water use restrictions;
provision for evaluation of the potential for soil vapor intrusion, if necessary once
remediation is complete, for any buildings developed on the site, including provision for
implementing actions recommended to address exposures related to soil vapor intrusion;
Provisions for the management and inspection of the identified engineering controls;
maintaining site access controls and Department notification; and
the steps necessary for the periodic reviews and certification of the institutional and/or
engineering controls;

(b) A Monitoring Plan to assess the performance and effectiveness of the remedy. The plan
includes, but may not be limited to:
•
•
•
•

the onsite pump and treat system, offsite pump and treat system, the SVE system and any
plume migration beyond the offsite treatment area that becomes part of the OU 2 plume;
monitoring of groundwater and soil vapor to assess the performance and effectiveness of
the remedy; a schedule of monitoring and frequency of submittals to the Department; and
monitoring for vapor intrusion for any buildings occupied or developed on the site, as
may be required pursuant to the site management plan;
additional sampling and/or monitoring well installation, as necessary, along the eastern
boundary to better define the lateral extent of groundwater contamination.

(c) An Operation and Maintenance Plan to ensure continued operation, maintenance, monitoring,
inspection, and reporting of for any mechanical or physical components of the remedy. The plan
includes, but is not limited to:
•
•
•
•

the onsite and off-site pump and treat systems;
the SVE system;
compliance monitoring of treatment systems to ensure proper O&M as well as providing
the data for any necessary permit or permit equivalent reporting; maintaining site access
controls and Department notification; and
providing the Department access to the site and O&M records.
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Exhibit A
Nature and Extent of Contamination
This exhibit describes the findings of the Remedial Investigation for all environmental media that were
evaluated. As described in Section 6.1.2, samples were collected from various environmental media to
characterize the nature and extent of contamination.
For each medium, a table summarizes the findings of the investigation. The tables present the range of
contamination found at the site in the media and compares the data with the applicable standards, criteria, and
guidance values (SCGs) for the site. The contaminants are arranged into five categories; volatile organic
compounds (VOCs), semi-volatile organic compounds (SVOCs), pesticides, polychlorinated biphenyls (PCBs),
metals and cyanide. For comparison purposes, the SCGs are provided for each medium that allows for
unrestricted use. For soil, if applicable, the appropriate restricted use SCGs identified in Section 6.1.1 are also
presented.
This exhibit identifies the wastes found in OU 3 and is followed by environmental media, the individual
contaminants in each environmental media that are associated with the disposal and/or operations identified at
the site. Each media discussion includes a table that compares the site data to the appropriate Unrestricted
SCGs for that medium. In addition, the soil tables include a comparison of the analytical data to the appropriate
Restricted SCO found in Part 375-6.8 (b) for each individual contaminant.
Waste and/or Source Areas
As described in the RI report, waste disposal and/or source areas were identified at the Former Grumman
Settling Ponds, Operable Unit No. 3 (OU3), (hereafter the “site” for purposes of this document) that are
impacting soil, groundwater and soil vapor. Wastes are defined in 6 NYCRR Part 375-1.2 and include solid,
industrial and/or hazardous wastes. Source Areas are also defined in 6 NYCRR Part 375. Source areas are
locations of concern at a site where substantial quantities of contaminants are found which can migrate in that
medium and/or release significant levels of contaminants to another environmental medium. Both waste/source
materials and source areas are present on OU3 (see figure 2). The wastes disposed at this site include:
paint, coating materials and oily wastes;
PCBs and/or PCB impacted soils;
chromium laden sludge;
cadmium and to a less extent arsenic;
chlorinated and non-chlorinated solvents; and
semi-volatile organic compounds.
The waste disposal in OU3 has resulted in the identification of 7 areas of concern (AOC), related to waste
disposal or soil contamination:
PCB Fill Material
Low Permeability Zone
Rag Pit Disposal
Former Grumman Settling Ponds
Grumman Access Road
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Onsite and Offsite Groundwater
Offsite Residential Soil
The following areas of concern are the primary source areas to the on and off-site groundwater plume:
the rag disposal pit area; and
the low permeability zone located on-site, approximately 40 feet below ground surface (bgs), which has
collected solvents on their downward migration and is now acting as a continuing source of VOCs to the
aquifer.
The waste disposal in OU3 has resulted in the identification of two areas of concern (AOC), related to
groundwater contamination:
on-site groundwater; and
off-site groundwater.
Some of the impacts to soil vapor and groundwater from the former rag pit disposal area and the lower
permeability zone have been addressed, by the IRM(s) described in Section 6.2 of this document. The
remaining waste/source area(s) identified during the RI for OU3 will be addressed in the remedy selection
process. The onsite source areas impacts to the groundwater, soil and soil vapor are described below.
Groundwater
On- Site Groundwater: The groundwater table at the site is located at a depth ranging from 50 to 55 feet below
ground surface (bgs) in the Upper Glacial Formation. The groundwater flow direction is primarily horizontal
with a downward component to the south-southeast in and around OU3. Contamination in the on-site
groundwater exceeds SCGs for chlorinated volatile organic compounds (VOCs); trichloroethene (TCE), cis-1, 2
dichloroethene (cis-1, 2-DCE), dichloroethane (DCA), vinyl chloride, as well as aromatic hydrocarbon VOCs
such as toluene, and to a lesser extent xylene, ethyl benzene and benzene (see figure 3). In addition a source of
chlorodifloromethane (Freon-22) and dichlorodifloromethane (Freon-12), resulting from the operation of the
two former Town of Oyster Bay Ice Skating Rinks is located east of OU3. The Freon plume emanating from the
Ice Rinks is comingled with OU3 related VOCs. This contamination is anticipated to be addressed by the Town
of Oyster Bay under the Brownfields Cleanup Program. The on-site groundwater just south of the Former
Grumman Settling Ponds also exceeds the SCG for total chromium. Impacted on-site groundwater is found as
deep as 150 feet bgs. Migration of onsite groundwater is prevented by the existing groundwater pump and treat
system IRM (see figure 4), described in more detail in Section 6.2.
A highly contaminated area of perched groundwater, which lies above a zone of low permeability soil beneath a
portion of OU, which has been delineated as an area of concern 3. This lower permeability zone soil and the
perched groundwater above it, come in contact with, and add to the contamination in the shallow groundwater,
due in part to seasonal variation in the water table.
As groundwater flows south-southeast past the Park
boundary, the OU 3 plume becomes commingled with the area-wide groundwater solvent plume from the OU2
portion of the Grumman and Naval Weapons Industrial Reserve Plant sites.
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Table 1 – On-Site Groundwater
Detected Constituents

SCGb

Concentration
Range Detecteda

Frequency Exceeding SCG
/Total Number of Samples

VOCs
1,1,1 Trichloroethane

BD-

5

1

4 /

296

1,1,2-Trichloroethane

BD-

4

5

45 /

296

1,1,-Dichloroethane

BD-

110

5

24 /

296

BD-

83

24 /

296

1,2-Dichloroethane

BD-

8.8

1

12 /

96

1,2-Dichloropropane

BD-

14

50

13 /

296

Benzene

BDBD-

52
5

1

1 /
4 /

296
296

Dichlorofluoromethane R-22

BD-

220

5

10 /

296

Carbon Tetrachloride

BD-

8

5

1 /

296

Chloriform

BD-

110

Chlorimethane

BD-

240

Cis-1,2-Dichloroethene

BD-

83

5

162 / 296

Ethyl benzene

BD-

510

5

5

Methylene Chloride

BD-

8

5

1 /

Styrene

BD-

6

5

1

Toluene

BD-

84,000

5

25 / 296

Trans-1,2-dichloroethene

BD-

95

5

12 / 296

Trans- 1,3-dichloropropene

BD-

2

0.4

1 /

BD-

2,700

5

182 / 296

Vinyl Chloride

BD-

5,900

5

28 /

Xylenes, m,p

BD-

300

10

3/

SVOCs
4-Methyl-Phenol

BD-

120

1

2 / 64

Bis(2-chloroethyl)ether

BD-

2

1

Bis(2-ethylhexyl)phalate

BD-

100

1
5

1,1,Dichloroethene

Acetone

Trichloroethelyene

0.6

1

7

1 / 296

5
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Detected Constituents

SCGb

Concentration
Range Detecteda

Napthalene
Phenol

Frequency Exceeding SCG
/Total Number of Samples

BD-

13

10

1 / 66

BD-

66

1

14 / 64

Arsenic

BD-

49.2

25

2 /

64

Beryllium
Chromium

BD-

5.9

3

1 /

40

BD-

729

50

5 /

40

300

25 / 38

Metals

Iron

28.8-

Lead
Manganese

37,000

BD-

111

25

1 / 40

BD-

782

300

3 / 38

a – All values in parts per billion (ppb), which is equivalent to micrograms per liter (ug/L).
b- SCG: Standard Criteria or Guidance – Based on Ambient Water Quality Standards and Guidance Values (TOGs 1.1.1), 6 NYCRR
Part 703, Surface water and Groundwater Quality Standards, and Part 5 of the New York State Sanitary Code (10 NYCRR Part 5).
BD = below detection

Off-Site Groundwater: Groundwater migration from OU3 has resulted in a significant and discernible off-site
groundwater plume, which has impacted both the Upper Glacial and Magothy Formations. While the OU3
groundwater plume leaves the site as a distinct plume it soon becomes comingled with the OU2 groundwater
plume, as shown on Figures 5 and 6. While generally comingled at depths of less than 400 feet bgs, the OU 3
plume continues deeper than the OU2 plume, extending to a depth of at least 550 feet bgs. The OU 3 plume,
within the area-wide OU2 plume, is deeper, narrower, varied in width and is a more concentrated. This plume
has VOC levels ranging from 5 ppb to 10 ppm, and extends approximately 5,400 feet down gradient of the Park
boundary. Within the offsite OU3 plume an elevated, or “hotspot” area of VOCs has been identified that is
characterized by elevated levels of TCE (9,100 ug/l) and the breakdown product DCE (3,400 ug/l). This hot
spot is presently located approximately 2,500 feet up gradient of, and approaching, the Bethpage Water District
No. 4 well field. In addition, the off-site groundwater is also impacted by the Freon plume from the former
Town of Oyster Bay Ice Skating Rinks.
Table 2. Off-site Groundwater
Concentration
Range Detected a

SCGb

Number of Samples Exceeding SCG/Total Number of
Samples

1,1,1-Trichloroethane

BD

-

110

10

10

/

822

1,1,2-Trichloroethane

BD

-

5

1

3

/

822

1,1-Dichloroethane

BD

-

64

5

74

/

819

1,1-Dichloroethene

BD

-

110

5

38

/

822

1,2-Dichloroethane

BD

-

27

0.6

42

/

822

1,2-Dichloropropane

BD

-

5

1

7

/

822

Detected Constituents
VOCs
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Chloroform

BD

-

30

/

822

5 BD

-

177

/

779

Dichlorofluoromethane (Freon 22)

BD

-

9.6

5

20

/

179

Dichlorodifluoromethane (Freon 12)

BD

-

13

5

4

/

647

Tetrachloroethene

BD

Toluene

BD

-

620

5

106

-

21

5

11

/

779

trans-1,2-dichloroethene

BD

-

43

5

11

/

779

Trichloroethylene

BD

-

5

363

/

822

Trichlorotrifluoroethane (Freon 113)

BD

-

10

5

14

/

806

Vinyl Chloride

BD

-

55

2

37

/

822

Chromium

BD

-

875

50

29

/

57

Iron

BD

-

3,440

300

2

/

3

Nickel

BD

-

442

100

1

Sodium

30,800

-

39,300

20,000

2

cis-1,2-dichloroethene

45

7

3,400

9,100

822

Metals

2
/

2

a –All values in parts per billion (ppb), which is equivalent to micrograms per liter,( ug/L), in water.
b- SCG: Standard Criteria or Guidance – Based on Ambient Water Quality Standards and Guidance Values (TOGs 1.1.1), 6 NYCRR
Part 703, Surface water and Groundwater Quality Standards, and Part 5 of the New York State Sanitary Code (10 NYCRR Part 5).
BD = below detection

Based on the findings of the RI, the disposal of hazardous waste has resulted in the contamination of on-site and
off-site groundwater. The VOCs and to a lesser extent, inorganic site contaminants that are considered to be the
primary contaminants of concern that will drive the remediation of on- and off-site groundwater to be addressed
by the remedy selection process are: tetrachloroethene, trichlorethene, cis-1, 2 dichloroethene, vinyl chloride,
dichlorodifloromethane (R-12), chlorodifloromethane (R-22), as well as the aromatic hydrocarbon VOCs such
as toluene, and to a lesser extent xylene, ethyl benzene and benzene and chromium.
Soil
Onsite soils in Fill Material, the Low Permeability Zone, the Rag Pit Disposal and the Grumman Access Road
(see figure 2 have been impacted with PCBs, TCE, PCE, DCE, toluene, xylene, and Freon. Some off site soils
are also contaminated with PCB’s and chromium.
Significant portions of OU-3 on-site soils are contaminated with PCB’s. Based on the Feasibility Study figures,
the contamination includes approximately: 150 CY of hazardous waste levels of PCBs ( > 50 ppm) and 4000
CY of PCB contaminated soil above the SCO between 0 and 2’ below ground surface (bgs); 3000 CY of
hazardous waste levels of PCBs and 6000 CY of PCB contaminated soil above the SCO between 2’ and 10’
bgs; 12000 CY of hazardous waste levels of PCBs between 10’ and 20’ bgs and 6500 CY of hazardous waste
levels of PCBs below 20’ bgs. As indicated in Table 3 below, levels of PCBs range up to 3,400 ppm. Chromium
contamination exists in some of the PCB contaminated soil.
The Rag Pit Disposal Area (see figure 2) is highly impacted with chlorinated and non-chlorinated solvents.
Spent paint, coating materials, waste rags and machine oil were buried in this area. Additionally, the low
permeability zone that contains silts and clays has also been highly impacted with site-related VOC
contamination including TCE, PCE, DCE, toluene and Xylene.
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Surface and subsurface soil in the Grumman Access Road, located to the south and west of the Bethpage
Community Park have been impacted mainly with PCBs, chromium and, to a less extent, cadmium. A number
of rounds of sampling have delineated the extent of this contamination on the access road parcels.
Additionally, soil samples from private properties located to the south of the Grumman Access Road have
identified several properties with PCB levels greater than 1 ppm in surface and subsurface soil.
Results also indicated chromium impacts in residential yards at levels greater than 6 NYCRR Part 375
unrestricted use soil clean up criteria.
Table: 3 Soil Sample Results
Detected Constituents

Concentration
Range Detected a

SCGb,d
Unrestricted
Use

SCG C
Restricted
Residential

Frequency Exceeding
SCG/
Total Number of
Samples

VOCs
Cis 1,2-Dichloroethene

BD-

1,300,000

270

100,000

6 / 866

Ethyl benzene

BD-

220,000

1,000

41,000

23 / 866

Toluene

BD-

8,200,000

700

100,000

23 / 866

Trichloroethene

BD-

8, 200,000

470

21,000

11 / 866

Vinyl Chloride

BD-

30,000

20

Xylene (Total)

BD-

230,000

p-Xylene

BD-

110,000

o-Xylene

BD-

Xylene-m,p

900

5 / 866

100,000

8 / 551

260

100,000

1 / 234

140.000

260

100,000

02 / 620

BD-

350,000

260

100,000

5 / 386

SVOCs
Benzo(a)anthrecene

BD-

30, 000

N/A

1,000

57 / 492

Benzo(a)pyrene

BD-

23,000

N/A

1,000

13 / 492

Benzo(b)fluoranthene

BD-

32,000

N/A

1,000

70 / 492

Benzo(k)fluornthene

BD-

15,000

N/A

3,900

7 / 492

Chrysene

BD-

35,000

N/A

3,900

13 / 492

Dibenzo(a,h)anthracene

BD-

6,200

N/A

330

17 / 492

Indeno(1,2,3-cd)pyrene

BD-

9,500

N/A

500

43 / 492

Pentachlorophenol

BD-

11,500

N/A

6,700

2 / 405

Arsenic

BD-

1,000,000

N/A

16,000

12 / 338

Barium

BD-

735,000

N/A

400,000

1 / 338

Cadmium

BD-

2,400,000

N/A

4,300

157 / 642

Chromium

BD- 50,400,000

30,000

110,000

187 / 830

Copper

BD-

N/A

270,000

3 / 69

Pesticides/PCBs
PCBs (Total)

BD- 3,400,000

N/A

1,000

Metals

1,420,000

36 / 1,345

a – All concentrations are in parts per billion (ppb), which can be converted to milligrams per kilogram (mg/kg) in soil by dividing by
1,000;
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b - SCG: Part 375-6.8(a), Unrestricted Soil Cleanup Objectives.
c - SCG: Part 375-6.8(b), Restricted Residential Use Soil Cleanup Objectives for the Protection of Public Health, unless otherwise
noted.
d - SCG: Part 375-6.8(b), Unrestricted Use Soil Cleanup Objectives for the Protection of Groundwater.

Soil Vapor
The potential for soil vapor intrusion resulting from the presence of site-related soil or groundwater volatile
organic compound contamination was evaluated during the RI. Soil vapor sampling was initially conducted to
determine the nature and extent of soil vapor contamination onsite, along the Grumman Access Road, Sycamore
Avenue and adjacent numbered side streets. The results of these soil vapor samples for field screening
(see figure 7) then led to the collection of sub-slab soil vapor, indoor air and outdoor air samples used to
evaluate the potential for soil vapor intrusion to impact indoor air. Based on the sampling results, in
comparison with the NYSDOH Soil Vapor Intrusion Guidance, no site-related soil vapor contamination of
concern was identified in the off-site areas evaluated, and impacts to indoor air are not occurring. Therefore, no
further action was necessary for off-site residential properties (see figure 8).
Based on the findings of the RI, the soil gas analytical results indicated trichloroethylene (TCE), dichlorethene
and toluene were present in soil gas at elevated levels on the site. Soil vapor contamination on the site
identified during the RI was addressed during the IRM described in Section 6.2.
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Exhibit B
Description of Remedial Alternatives
The alternatives described in this proposed plan were assembled to address the various media impacted by the
site-related contamination identified for OU 3. Each of the five alternatives presented include one option from
the remedial technologies evaluated for each media.
The remedial technologies evaluated in the On-site (Site Area) and Off-site (Study Area) Feasibility Studies
were assembled by the NYSDEC into five alternatives, based on the results from the On-site and Off-site RIs,
information generated during the IRMs, technical review by the NYSDEC and the screening and detailed
analysis of remedial technologies described in the FS reports. The Soil and groundwater alternatives will
address the eight AOCs which are the PCB Fill Materials, low permeability zone, Rag Pit Disposal Area,
Sludge Dewatering/Buried Settling Ponds, Grumman Access Road, properties south of the Grumman Access
Road, onsite groundwater and offsite groundwater, as set forth in the table below.

Areas of Concern

Soil Remedial
Alternatives

No Further Action

Capping

Partial
Excavation

Substantial
Excavation

Complete Excavation

Thermal Desorption w/
Soil Vapor Extraction

PCB Fill Material

Alternatives 1& 2

Alternative 4

Alternative 4

Alternative 5

Alternative 3

NA

Low Permeability
Zone

Alternatives 1& 2

NA

NA

NA

Alternative 3,4 &5

Rag Pit Disposal

Alternatives 1& 2

NA

NA

NA

Alternative 3,4 &5

Former Grumman
Settling Ponds

Alternatives 1& 2

NA

Alternative 5

Alternative 3

NA

Grumman Access
Road

Alternatives 1& 2

Alternative 4

Alternative 5

Alternative 3

NA

Adjacent Properties

Alternatives 1& 2

NA

NA

Alternatives 3,4 &5

NA

NA
NA
Alternative 4
Alternative 4
NA

Groundwater
Remedial
Alternatives
Onsite (Site Area)
Groundwater

No Further Action

Partial
Removal

Substantial
Removal1

Substantial
Containment2

Complete Containment

Wellhead Treatment
Upgrades 3

Alternatives 1 & 2

NA

N/A

N/A

Alternative 3, 4 & 5

Alternatives 3, 4 & 5

Offsite (Study Area)
Groundwater

Alternatives 1 & 2

Alternative 4

Alternatives 5

Alternative 3

N/A

Alternatives 3, 4 & 5

NA = Not Applicable
1

Substantial Removal: Highly Impacted Offsite Groundwater Removal and Treatment with a 90 Percent Mass Removal Goal
Subtantial Containment: Goal, to the extent practicable, of preventing offsite migration of100 Percent of Groundwater Contamination
3
Wellhead Treatment Upgrades Acknowledges the Wellhead Treatment Contingency Plan of Operable Unit 2.
2
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Common Elements
With the exception of Alternatives 1 and 2, the following common elements are included in all of the other
alternatives being evaluated:
evaluate and upgrade, if necessary, the current onsite pump and treat system, to achieve complete
containment at the down gradient edge of the site, of all impacted groundwater above groundwater
standards;
maintain the soil vapor extraction IRM on-site and in the Grumman Access Road;
excavation, based on sampling of PCBs present above 1 ppm and chromium above residential SCOs in
the soil of the offsite properties;
the Wellhead Treatment Contingency Plan put in place as a requirement of the OU 2 ROD will remain
in place and will be applicable for any impacts attributable, in whole or in part, to the OU 3 off-site
groundwater plume. This includes continued implementation of the wellhead treatment upgrades, as
necessary, for Bethpage Water District Plants 4, 5 and 6;
treatment of the VOCs in the low permeability zone (LPZ) and Rag Pit AOC(s) with in-situ thermal
desorption and soil vapor extraction to prevent further impacts to the groundwater;
an institutional control (IC) in the form of an environmental easement placed on the site to restrict use of
the site and groundwater and implement the Site Management Plan (SMP); and
a Site Management Plan (SMP) for management of the on- and off- site elements of the remedy.
Description of Common Element Technologies
Soil vapor extraction (SVE) is an in-situ technology used to treat volatile organic compounds (VOCs) in the
soil. The process physically removes contaminants from the soil by applying a vacuum to a well that has been
installed into the vadose zone (the area below the ground but above the water table). The vacuum draws air
through the soil which carries the VOCs from the soil to the SVE well. The air extracted from the SVE wells is
then treated by activated carbon or other air treatment process, as applicable, to remove the VOCs before the air
before discharge to the atmosphere.
In-situ thermal desorption (ISTD) uses various approaches to heat the subsurface soil to remove VOCs. The
VOCs are forced into the vapor phase and then removed by the SVE described above.
A pump and treat system involves the installation of groundwater extraction wells to prevent migration and
remove contaminated groundwater and the associate, piping, groundwater pumps as well as treatment system
for the extracted water and, if necessary, for the air stream. The design of a pump and treatment system must
incorporate the geology and aquifer hydrology in order to optimize the pump and treat system as well as
identify a point of discharge for the treated water.
Remedial Alternatives for OU3
Alternative 1: No Further Action
The No Further Action Alternative recognizes the remediation of the site completed to date by the IRM(s)
described in Section 6.2 of the PRAP. This alternative leaves the site in its present condition, turns off the
pump and treat and SVE systems that were installed as IRMs and does not provide any additional protection of
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the environment and public health. No additional capital costs are associated with this alternative.
Alternative 2: Site Management
The Site Management Alternative recognizes the remediation of the site completed by the IRM(s) described in
Section 6.2 with continued operation of the groundwater pump and treat and SVE system IRMs. Site
management, engineering and institutional controls are necessary to continue the effectiveness of the IRM.
This alternative maintains engineering controls which were part of the IRMs and includes institutional controls,
in the form of an environmental easement and site management plan, as part of the objective to protect public
health and the environment from contamination remaining at the site after the IRMs.
Present Worth Total: $10,450,000
Capital Cost:
None
Annual Costs Total: $ 650,000
Alternative 3: Restoration to Pre-Disposal Conditions, to the Extent Practicable
Alternative 3 would achieve all of the SCGs discussed in Section 6.1.1 and Exhibit A, with soil meeting the
restricted residential use soil cleanup objectives listed in Part 375-6.8 (a). This alternative would include:
excavation of all contaminated soils above unrestricted use SCOs at Former Grumman Settling Ponds
and adjacent areas (OU3 onsite), on the Grumman Access Road , and on the properties south of the
Grumman Access Road ;
maximization of off-site groundwater pump and treat system, to the extent practicable, to all areas of the
OU3 plume above groundwater standards; and,
the Common Elements.
This remedy will have an annual cost to continue to operate the groundwater remedial systems. The time to
implement this remedy would be approximately 24 months.
Present Worth:
Capital Cost:
Annual Costs:

$194,000,000
$189,500,000
$ 3,500,000

Alternative 4: Capping OU3 and Grumman Access Road Soils, Offsite Elevated Groundwater Collection
and treatment.
This alternative includes:
a soil cap of all contaminated fill soils for OU3 onsite;
elevated groundwater contamination removal;
a cap on soils in the Grumman Access Road above unrestricted residential use ; and
the Common Elements.
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The time to implement this remedy would be about 18 months.
Present Worth:
Capital Cost:
Annual Costs:

$ 58,000,000
$ 40,250,000
$ 1,100,000

Alternative 5: Excavation and, as necessary, off-site Disposal of OU3 Onsite soils, Removal of hazardous
waste levels of PCB impacted soils, Excavation of Grumman Access Road Soils, and Offsite Elevated
Mass Removal Groundwater Collection and treatment.
This alternative would include:
excavation of all contaminated fill and soils in the OU3 Onsite AOCs above restricted residential use
and/or CP-51 to a depth of 10 feet, removal of all soil with PCBs concentrations of 50 ppm or greater
(see figure 9);
removal of PCB impacted soil from the Grumman Access Road to achieve PCB levels of 1 ppm in the
upper two feet and 10 ppm at depth (see figure 9);
maximize, , to the extent practicable, the removal of contaminated groundwater in off-site hotspot (see
figure 10) with a groundwater pump and treatment system, in the hotspot area above groundwater
standards with a goal of 90 percent mass removal as recommended by the Technical Team for the
Optimization of the Bethpage Plume Remedy in their June 15, 2011 report entitled “Remedy
Optimization Team Report for the Bethpage Groundwater Plume remedy;
remove soils with PCBs greater than 1ppm and chromium in excess of the residential soil cleanup
objectives on residential properties south of the Grumman Access Road;
consideration will be given to utilizing the Bethpage Water District Plant 4 treatment system as part of
the offsite groundwater remedy ; preference will also be given for green use disposition of the treated
water such as golf course irrigation at the Bethpage State Park; and
Common Elements.
The time to implement this remedy would be about 24 months.
Present Worth:
Capital Cost:
Annual Costs:

$81,000,000
$61,500,000
$ 1,250,000
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Exhibit C
Remedial Alternative Costs
Remedial Alternative

Capital Cost ($)

Annual Costs ($)

Total Present Worth ($)

Alternative 1

$0

$0

$0

Alternative 2

$0

$ 650,000

$10,450,000

Alternative 3

$189,000,000

$3,500,000

$194,000,000

Alternative 4

$40,250,000

$1,100,000

$58,000,000

Alternative 5

$61,500,000

$1,250,000

$81,000,000
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Exhibit D
SUMMARY OF THE PROPOSED REMEDY
Basis for Selection: The proposed remedy, Alternative 5, is based on the results of the RI and the evaluation of
alternatives. Alternative 5 is being proposed because, as described below, it satisfies the threshold criteria and
provides the best overall response to achieving the primary balancing criterion described in Section 7.
Implementation of this remedy would achieve the remediation goals for the site by:
Restoring soils of OU3 to restricted residential use to a minimum of 10 feet;
Removal of the PCBs above 50 ppm within all AOCs;
Chromium sludge source areas are co-located with the PCB impacted soils and will be removed with the
PCB removal;
Implementation of appropriate institutional controls in the form of an environmental easement;
Treatment of soils above the Low Permeability Zone (LPZ) and former rag pit source area(s);
The elimination of the off-site migration of contaminated groundwater;
Treatment of the offsite groundwater hot spot
Removal of soils with PCBs greater than 1ppm and chromium in excess of residential soil cleanup
objectives on residential properties.
Provision of Alternative 5 with respect to the Wellhead Treatment Contingency Plan (see common elements)
would prevent exposure to public health and the environment to site-related contamination, mitigate potential
impacts to the public water supply and remove elevated concentration of groundwater contamination off-site.
Protection of Public Health and the Environment: Alternative 1, the “No Further Action” Alternative, is not
protective of public health or the environment since it would discontinue the existing controls on groundwater
and soil vapor migration thus deceasing, rather than achieving, protection of public health and the environment.
Accordingly, Alternative 1 has been dropped from further consideration as it makes the current situation worse.
Alternative 2 would not address the plume of contaminated groundwater down gradient of the park and the
AOCs which are the source of the groundwater contamination. This alternative would also leave PCB
contaminated soil potentially accessible to the public and the environment in soil both on and off the OU3 area.
Alternative 3 would offer the greatest protection of public health and the environment based on restoration of
the site to predisposal conditions. Alternatives 4 and 5 are protective of public health and the environment since
they prevent exposure by a combination of providing clean soil cover, removing contaminated soil and
addressing impacts to the groundwater. Alternative 5 has the best balance of protection of public health with
substantial site restoration and off-site remediation consistent with the OU2 remedy. Alternative 4 is somewhat
less protective than Alternative 5 since it leaves more contaminants in place and thus relies more on institutional
and engineering controls. Alternative 2 offers the least protection of public health and the environment with no
site restoration, only continued operation of the onsite IRMs.
Compliance with New York State Standards, Criteria, and Guidance (SCGs): The SCGs that will be used to
evaluate the alternatives are those related to soil, groundwater and soil vapor intrusion. Alternative 2 includes
the continued operation of the previously installed SVE and on-site groundwater extraction and treatment
systems, but calls for no additional actions to address hazardous waste impacts to the soil and groundwater on
or off the site. Alternative 3, by completely removing soil contaminated above the unrestricted soil cleanup
objectives,” meets the threshold criteria compliance with SCGs. Alternatives 4 and 5 also comply with these
criteria, but to a lesser degree as all three would require permanent restrictions. Alternatives 3, 4 and 5 will not
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reduce groundwater contamination to groundwater standards immediately but by addressing the sources of the
contamination will allow eventual compliance. Since Alternative 2 will do nothing further for offsite
groundwater to achieve compliance with SCGs it will not be carried forward. Since Alternatives 3, 4, and 5
satisfy the threshold criteria, the remaining criteria are particularly important in selecting a final remedy for the
site.
Short-term Impacts and Effectiveness: Alternatives 3 through 5 all would have short-term impacts which could
be readily controlled with available technology(s) or engineering controls. However, Alternative 4 would have
the least short-term impact(s) as it involves the least amount of excavation and no off-site groundwater
remediation system construction that would involve short term impacts to local residents. Alternative 3 would
have the most potential for short term impacts due to the much larger volumes of material to be excavated,
resulting in additional time during which needed engineering controls or control technologies will be required,
as well as the significant increase in truck traffic to and from the site. Installation of an offsite maximized
groundwater extraction and treatment system in a densely populated area would have significant short term
impacts. There are increased short-term impacts due to the degree of difficulty of constructing larger offsite
groundwater pump and treatment system. This includes a larger number of groundwater extraction wells,
pipelines, treatment system(s) and points of discharge.
There are potential risks to the community, workers, and environment that would result from carrying out of the
excavation options and soil removal in Alternatives 3, 4 and 5. These risks would be controlled with the
appropriate health and safety measures and proper engineering controls. Regarding the short term impacts for
soils remediation, Alternative 3 has the highest potential short term impacts and would take the longest to
implement followed by Alternatives 5 and 4.
Long-term Effectiveness and Permanence: Long-term effectiveness and permanence is best accomplished by
those alternatives involving excavation of the contaminated soils, and restoration of the aquifer, to the extent
feasible. The time needed to achieve the remediation goals is the shortest for Alternative 4 and longest for
Alternative 3. Alternatives 4 and 5 take less time than Alternative 3 to achieve the remediation goals.
Alternatives 3, 4 and 5 rely upon onsite treatment and hydraulic containment of onsite contaminated
groundwater with removal of the solvent source areas via in-situ thermal desorption in order to restore
groundwater down gradient to groundwater standards. Therefore, for onsite groundwater, Alternatives 3, 4 and
5 all offer the same degree of permanence.
For offsite groundwater, Alternative 3 offers the closest to complete groundwater remediation. However, it is
not possible to contain completely the OU 3 plume that lies mostly within the OU2 plume. Alternative 3 is
followed by alternatives 4 and 5 for permanence for offsite groundwater.
Reduction of Toxicity, Mobility or Volume: Alternative 3, which includes complete excavation and off-site
disposal, would reduce the toxicity, mobility and volume of on-site contaminated soil to the greatest degree,
followed closely by Alternative 5 with a removal of between 65,000 to 70,000 cubic yards of contaminated soil,
with a significantly lesser degree by Alternative 4 where only about 3,000 cubic yards of contaminated soil
would be removed. Alternative 4 relies on a cover for the majority of the contamination on-site, thus not
significantly reducing the toxicity or volume of contamination, but controlling the mobility at the surface.
Only Alternative 3 permanently and completely eliminates the toxicity of all contaminated site soils.
Alternative 5 removes less volume than Alternative 3 but more than Alternative 4. Alternative 3 and 5 remove
all hazardous waste in the form of PCBs from the site.
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Alternatives 3, 4 and 5 all address the on-site VOC source area(s) and thus reduce the toxicity, mobility of
contaminants to the on-site and off-site groundwater. Alternative 3 would best address reduction of toxicity,
mobility and volume compared to Alternative 5 and then Alternative 4. Alternative 5 would eliminate the
most significant amount of offsite groundwater contamination.
Implementability: For the site soils, Alternative 4 is the most implementable based on the least amount of
remedial construction, followed by Alternative 5. Alternative 3 would be least implementable as this alternative
requires substantially more remedial construction. Alternative 3 also requires the most time to implement.
The groundwater remedies offer similar degrees of implementability for the onsite groundwater and differing
degrees of implement ability for the offsite groundwater. The on-site portion of the groundwater remedy is
mostly in place for Alternatives 3, 4 and 5. Alternatives 3, 4 and 5 all pose a similar degree of implementibility
since the LPZ component is the same. Regarding the off-site groundwater component, Alternative 4 and 5 are
most implementable, followed by Alternative 3 that include additional recovery wells and other ancillary
equipment. Alternative 3 would attempt to completely remediate the OU3 groundwater plume. Since most of
the OU3 plume is enveloped in the greater OU2 groundwater plume, this may not be feasible to measure.
There is a greater degree of difficulty of implementation for the offsite groundwater remedial program the larger
the given pump and treatment system is. This includes the number of groundwater extraction wells, pipelines,
treatment system(S) and points of discharge. All this would be occurring within highly developed residential
areas.
For the onsite soil portion, increased amount of contaminated soil that would need to be removed under
Alternative 3 complicates and decreases the implementability relative to the other Alternatives because of the
increased number of trucks, the difficulties associated with excavating the majority of the site (significant
sheetpiling) and lack of space to stage excavated soil prior to disposal. .
Cost-Effectiveness: The costs of the alternatives vary significantly. Alternative 3 is the most costly because it
completely removes all the impacted soils onsite and strives to address all of groundwater plume offsite. Given
the volume of soil to be handled, consolidation and capping (Alternative 4) would be much less expensive than
Alternative 3. The present worth costs of Alternatives 4 and 5 are closer to each other, although the capital cost
for Alternative 5 would be higher than that of Alternative 4. The long-term maintenance cost of the capped area
with Alternative 4 would be higher than the long-term maintenance under Alternative 5. Alternative 5 is the
most cost effective approach as Alternative 5 restores all the OU3 and adjacent areas to allow for most future
construction , prevents any further offsite migration of contaminated groundwater, addresses the offsite
groundwater hot spot and prevents exposure to public health at the public water supplies within a reasonably
cost effective framework.
Land Use: It is anticipated that OU3 will continue to serve as part of the Bethpage Community Park.
Alternatives 3,4 &5 would allow for the land use as a Park but Alternative 4 would have greater restrictions on
any intrusive activities. Alternative 5 would have significantly less restrictions (excavation beneath 10 feet).
Only Alternative 3 would result in no restrictions on intrusive activities. All alternatives would restrict use of
onsite groundwater.
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Northrop Grumman to Pay $8 Million to Resolve Allegations of
Improperly Testing Equipment Used by U.S. Military

WASHINGTON - Northrop Grumman will pay the United States $8 million to resolve allegations that it did not
properly test certain tubes used by the U.S. military in night vision goggles and sniper scopes, the Justice
Department announced today. These night vision instruments are an important tool for both soldiers and Marines
fighting in Afghanistan and Iraq.
The investigation originated when Northrop Grumman disclosed this matter under the Department of
Defense Inspector General’s Voluntary Disclosure Program. The disclosure and subsequent government
investigation uncovered lax management reviews of testing requirements by Northrop and Northrop’s
predecessor Litton Industries Inc., at its Tempe, Ariz,. facility from January 2000 - June 2002. The affected military
programs found no safety impact caused by these deficient testing protocols.
“Today’s settlement is a reminder to defense contractors that there are no contractual short-cuts on testing
equipment necessary for our troops,” said Peter D. Keisler, Assistant Attorney General for the Justice
Department’s Civil Division. “It is also a reminder that companies should participate in the Voluntary Disclosure
Program so that wrongdoing is promptly brought to the government’s attention.”
The litigation and settlement of the case were conducted by the Justice Department's Civil Division and the
U.S. Attorney’s Office for the District of Arizona. The case was investigated by the Defense Criminal Investigative
Service of the Defense Inspector General’s Office, the Army’s Criminal Investigative Command-Major
Procurement Fraud Unit, and the Defense Contract Audit Agency.
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CIV
MONDAY,
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TDD (202) 514-1888

NORTHROP GRUMMAN AGREES TO PAY $750,000
TO SETTLE CIVIL FRAUD CLAIMS

WASHINGTON, D.C. -- The Department of Justice today announced that Northrop
Grumman Corporation has agreed to pay $750,000 to settle claims arising from
its failure to properly manufacture more than 5,000 replacement parts it made
for use on military aircraft.
Under the Joint Stars (JSTARS) program, the 1992 contract with the Air Force
required Northrop Grumman to convert used Boeing-built commercial cargo planes
to military aircraft. The contract also required the aircraft company to
calibrate the ovens it used in manufacturing new aluminum replacement parts in
order to heat treat the parts for strength and flexibility.
The government claimed that, from March 1993, until October 1995, Northrop
Grumman failed to calibrate and properly maintain the ovens. The government
further alleged that after the aircraft company's failure to comply was
documented in internal audits and other reports in 1994, Northrup Grumman
failed to rectify the problem.
After a thorough evaluation, the Air Force determined that the strength and
flexibility of the newly manufactured parts did not affect the flight
worthiness of the six aircraft in which the parts had been installed.
"Today's settlement is an example of the Justice Department's determination to
insure that work contracted for our armed forces is carried out at the highest
possible standards," said Acting Assistant Attorney General David W. Ogden, in
charge of the Civil Division. The suit was filed in Lake Charles, Louisiana,
where Northrop Grumman performs part of the JSTARS contract.
The settlement announced today will resolve a portion of a suit that two former
Northrop Grumman employees filed on behalf of the government under the
whistleblower provisions of the False Claims Act. The government took over a
portion of that suit in 1998 and filed its own separate complaint last year.
Under the settlement, the government's complaint will be dismissed. Today's
settlement does not resolve the portion of the whistleblowers' lawsuit in which
the government did not intervene and which they continue to litigate on their
own. Also as part of the settlement, the two former Northrop Grumman employees
will receive $180,000 as their share of the $750,000.
The matter was investigated by the Defense Department's Defense Criminal
Investigative Service.
The lawsuit is filed as U.S. ex rel McMorrough and Hanson v. Northrop Grumman
Corporation, No. 95-0382.
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NORTHROP GRUMMAN TO PAY $80 MILLION FOR OVERCHARGING THE U.S. AND
SELLING DEFECTIVE MILITARY EQUIPMENT TO THE NAVY

WASHINGTON, D.C. - The Northrop Grumman Corporation has agreed to pay the United States $80
million to resolve allegations of overcharging the government and selling the Navy defective military
equipment, the Justice Department announced today. The two actions against the company were brought
under the False Claims Act.
In one action, the government alleged that, from 1994 to 1999, Northrop Grumman subsidiary Newport
News Shipbuilding (NNS), mischarged as Independent Research and Development (IR&D) its costs for the
design and development of double hulled tankers that the shipbuilder had contracts to build for commercial
customers. Under applicable regulations, costs may only be charged as IR&D to government contracts if they
are not for effort required to perform a contract.
Newport News will pay $60 million to settle the allegations. Since November 2001, NNS has been a
wholly owned subsidiary of Northrop Grumman.
The government's claims were investigated and litigated by the Department of Justice's Civil Division and
the United States Attorney's Office for the Eastern District of Virginia, with substantial assistance from
auditors from the Defense Contract Audit Agency (DCAA) and agents from the Defense Criminal
Investigative Service (DCIS) and the Naval Criminal Investigative Service (NCIS).
“The prosecution of these and similar actions reflects the Department's continuing commitment to ensuring
that defense contractors furnish the military with quality products at a fair price,” said Assistant Attorney
General Peter D. Keisler, head of the Department of Justice’s Civil Division.
“Our military relies on its contractors to be honest and forthright,” said United States Attorney Paul J.
McNulty. “Today’s settlement further demonstrates that the Department of Justice will not tolerate violations
of that trust.”
In a second action, Northrop Grumman agreed to pay $20 million to resolve allegations that the company
knowingly sold the Navy unmanned aerial vehicles, known as Target drones, that contained defective parts.
The target drones assembled at Northrop Grumman’s Hawthorne, California facility are remotely operated
aerial vehicles used for training purposes and for weapons qualification and development. With respect to
eight Navy contracts for drones in the late 1980's and early 1990's, the United States alleged that Northrop
knowingly provided the Navy with a deficient quality assurance program that failed to meet military
specifications, knowingly delivered drones that contained various defective parts, and that the drones failed to
meet contractual reliability requirements. In addition, the United States alleged that various drones
experienced major operational failures during Navy operations due to defective Northrop Grumman parts.

The original suit against the company was filed in Los Angeles as a qui tam, or whistle blower suit, under
the False Claims Act by a then Northrop Grumman employee. Under the False Claims Act, private
individuals who bring suits against companies can receive between 15 and 25 percent of the government's
recovery in a case that the government joins.
The United States, after an investigation by NCIS, intervened and took over the case. In addition to NCIS,
DCAA and the Defense Contract Management Agency assisted with the case.
The first case is entitled United States v. Newport News Shipbuilding, Inc., C.A. No. 1:03CV142-A
(E.D.Va.). The second case is United States ex rel. Jordan v. Northrop Grumman Corp., C.A. No. CV95-2985
ABC (C.D. Cal.).
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A Senate report related to the
National Defense Authorization Act
for Fiscal Year 2007 asked GAO to
compare quality management
practices used by the Department
of Defense (DOD) and its
contractors to those used by
leading commercial companies and
make suggestions for improvement.
To do this, GAO (1) determined the
impact of quality problems on
selected weapon systems and
prime contractor practices that
contributed to the problems; (2)
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that can be used to improve DOD
weapon systems; (3) identified
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DOD initiatives that could improve
quality. GAO examined 11 DOD
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quality problems and met with
quality officials from DOD, defense
prime contractors, and five leading
commercial companies that
produce complex products and/or
are recognized for quality products.

Problems related to quality have resulted in major impacts to the 11 DOD
weapon systems GAO reviewed—billions in cost overruns, years-long delays,
and decreased capabilities for the warfighter. For example, quality problems
with the Expeditionary Fighting Vehicle program were so significant that DOD
extended development 4 years at a cost of $750 million. The F-22A fighter
aircraft experienced cracks in the plane’s canopy that grounded the flight test
aircraft, and initial operating capability for the Wideband Global SATCOM
satellite was delayed 18 months because a supplier installed some fasteners
incorrectly. GAO’s analysis of 11 DOD weapon systems illustrates that defense
contractors’ poor practices for systems engineering activities as well as
manufacturing and supplier quality problems contributed to these outcomes.
Reliance on immature designs, inadequate testing, defective parts, and
inadequate manufacturing controls are some of the quality problems that GAO
found. Senior prime contractor officials GAO met with generally agreed with
GAO’s assessment of the causes of the quality problems.

What GAO Recommends
GAO recommends that the
Secretary of Defense take actions
to set achievable requirements for
new weapon system development,
oversee and expand initiatives that
could improve quality, and use data
to assess contractor performance
and weapon system quality. DOD
partially agreed with the
recommendations, stating that its
current practices or planned
actions are appropriate. We believe
our recommendations remain valid
and can improve weapons systems
quality.
To view the full product, including the scope
and methodology, click on GAO-08-294.
For more information, contact Michael
Sullivan at (202) 512-4841 or
sullivanm@gao.gov.

In contrast, leading commercial companies GAO contacted use more
disciplined systems engineering, manufacturing, and supplier quality
practices. For example, rather than wait to discover defects after the fact,
Boeing Commercial Airplanes tries to design parts that can be assembled only
one way. Effective use of many systems engineering practices has helped
Space Systems/Loral, a satellite producer, improve overall quality, for
example, by allowing the company to operate its satellites for more than 80
million consecutive hours in orbit with just one failure. Companies also put
significant effort into validating product design and production processes to
catch problems early on, when problems are less costly to fix. They conduct
regular audits of their suppliers and hold them accountable for quality
problems.
DOD faces its own set of challenges—setting achievable requirements for
systems development and providing effective oversight during the
development process. In conducting systems development, DOD generally
pays the allowable costs incurred for the contractor’s best efforts. These
conditions contribute to an acquisition environment that is not conducive for
incentivizing contractors to build high-quality weapon systems and DOD,
which typically uses cost-reimbursement contracts to develop weapon
systems, assumes most of the risks and pays contractors to fix most of the
problems.
DOD has taken steps to improve its acquisition practices by experimenting
with a new concept decision review practice, selecting different acquisition
approaches according to expected fielding times, and establishing panels to
review weapon system configuration changes that could adversely affect
program cost and schedule. None of these initiatives focus exclusively on
quality issues, and none specifically address problems with defense
contractors’ practices.
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United States Government Accountability Office
Washington, DC 20548

February 1, 2008
Congressional Committees
The Department of Defense (DOD) plans to invest about $1.5 trillion (in
2007 dollars) in its current portfolio of major weapon systems. However,
the cost of designing and developing these systems could continue to
exceed estimates by billions of dollars if DOD continues to employ the
same acquisition practices, including those for quality, as it has in the past.
Excessive scrap, rework, and repair costs, as well as reliability problems
impact overall quality and could ultimately present serious consequences
on a weapon system’s long-term support costs and affordability.
Like DOD, commercial companies collectively invest trillions to develop
their products. Fundamentally, they know they must meet customer
expectations to ensure continued growth. Many leading companies follow
a knowledge-based approach for product development and rely on proven
practices to attain high-quality products, control costs, and make a profit.
While commercial companies are not without flaws and can produce poorquality products, the demands of the marketplace force them to place a
high priority on quality.
This report examines how DOD and its defense contractors can improve
the quality of major weapon systems. A Senate report related to the John
Warner National Defense Authorization Act for Fiscal Year 2007 asked
GAO to compare quality management practices used by DOD and its
contractors to those used by leading commercial companies and make
suggestions as to how DOD’s practices could be improved. We (1)
determined the impact of quality problems on selected DOD weapon
systems and defense contractors’ practices that contributed to the
problems; (2) identified practices used by leading commercial companies
that can be used to improve the quality of DOD weapon systems; (3)
identified problems DOD faces in terms of improving quality; and (4)
identified recent DOD initiatives that could improve quality.
To do this, we considered quality activities that take place from the time
requirements are established for a product until it is fielded. This includes
virtually all key design and engineering elements during development, the
transition to production, and production itself. We examined 11 DOD
weapon systems with known deficiencies that are in later phases of
development or production to determine the impact of quality problems
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and assessed the effectiveness of defense contractors’ quality practices for
these systems. The 11 weapon systems were chosen to demonstrate the
types of problems DOD weapon systems experience and to help focus our
discussions with leading commercial companies on aspects of
development that caused DOD major quality problems. We also met with
representatives from the Office of the Under Secretary of Defense
(Acquisition, Technology and Logistics), each of DOD’s military services,
selected commands, the Defense Contract Management Agency, and six of
DOD’s largest prime contractors—BAE Systems, Boeing Integrated
Defense Systems, General Dynamics, Lockheed Martin, Northrop
Grumman, and Sikorsky Aircraft—to discuss quality practices used to
build DOD weapon systems and to obtain related documentation.1 These
prime contractors are involved in a little over $1.1 trillion, or about 76
percent, of DOD’s expected $1.5 trillion expenditure on weapon systems in
its current portfolio. To identify leading commercial companies’ quality
practices, we interviewed and obtained documentation from quality
management personnel at five companies: Boeing Commercial Airplanes;
Cummins Inc., a manufacturer of diesel and natural gas-powered engines;
Siemens Medical Solutions, a producer of ultrasound systems; Space
Systems/Loral, a producer of satellite systems; and Kenworth, a trucking
company. Much of the information we obtained from these companies is
anecdotal, due to the proprietary nature of the data that could affect their
competitive standing. We also met with officials from American Airlines
and Intelsat, a satellite communications company, to understand the
commercial customers’ role in acquiring high-quality products.
We compared leading commercial company practices with those used by
DOD and the prime contractors we reviewed to identify both potential
areas for improvement and practices that could improve the quality of
DOD weapon systems. We also reviewed recent DOD initiatives aimed at
improving acquisitions to determine if they have the potential to improve
weapon system quality. Appendix I includes additional details about our
scope and methodology. We conducted this performance audit from
September 2006 to December 2007 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

1
Boeing has two primary businesses: Boeing Commercial Airplanes and Boeing Integrated
Defense systems. We held discussions with officials from both business areas and
therefore refer to them separately throughout the report.
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objectives. We believe that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.

Results in Brief

Quality problems have caused cost overruns, schedule delays, and reduced
weapon system availability on the 11 DOD weapon systems we reviewed.
The Expeditionary Fighting Vehicle is a case in point. Just as it was
scheduled to move into production, DOD extended the program’s
development by 4 years at an estimated cost of $750 million when the
prime contractor could not meet interim reliability goals. In another
example, the Air Force temporarily grounded the F-22A’s flight test
aircraft when its first-of-a-kind canopy suffered cracks near the mounting
holes because of problems with the prime contractor’s manufacturing
practices. In addition, the Wideband Global SATCOM communications
satellite’s initial operating capability date was delayed by 18 months
because a supplier had installed some fasteners incorrectly and 1,500
fasteners on each of the first three satellites had to be reinspected. We
found many other problems on other programs we reviewed as well—a
laser jammer that did not work as intended, peeling coating on ships,
deficient welding, and nonconforming parts—that added to DOD’s costs
and schedules. Prime contractors’ poor practices related to systems
engineering, manufacturing, and supplier quality contributed to these
problems. Senior prime contractor quality officials generally agreed with
our assessment of the causes of problems in the systems we reviewed.
Like DOD prime contractors, leading commercial companies rely on many
practices related to systems engineering, manufacturing, and supplier
quality, but the companies we reviewed apply more discipline and more
rigorous, institutionalized processes to ensure product quality. The
companies set well-defined product requirements and performed
appropriate testing, which are critical systems engineering practices. For
example, recent satellite components designed and developed by Space
Systems/Loral, a satellite producer, have over 80-million hours of in orbit
experience with only one failure, a greater than 99 percent availability
rate. Space Systems/Loral accomplished this by focusing on reliability
requirements during development and using reliability assessments and
extensive testing to identify weak links before production started.
Likewise, leading commercial companies focus on getting manufacturing
processes in control prior to production. Cummins builds prototype
engines to validate its manufacturing processes and Kenworth uses
electronic versions of installation work processes to ensure that there is
configuration control over the installation process and reduce rework. The
companies also conducted regular audits of their suppliers and tracked
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supplier performance related to parts delivery and quality. For example,
Boeing Commercial Airplanes requires its highest-rated suppliers to meet a
99 percent rate for parts conformance. For these companies, using
disciplined processes and continuous improvement was essential to
producing high-quality products and sustaining their competitive position
in the commercial marketplace.
DOD’s acquisition environment does not provide incentives to prime
contractors to use best practices to efficiently build high-quality weapon
systems. The department faces challenges setting achievable
requirements for systems development and providing effective oversight
during the development process. In conducting systems development,
DOD generally pays the allowable costs incurred for the contractor’s best
efforts and accepts most of the financial risks associated with
development because of technical uncertainties. However, DOD and its
contractors often enter into development contracts before requirements
have been analyzed with disciplined systems engineering practices. This
introduces significant cost and schedule risk to a development program,
risk that is not borne by the prime contractor, but by DOD. Contractors
have little incentive to utilize the best systems engineering, manufacturing,
and supplier quality practices to control costs. DOD also has limited
oversight of prime contractor activities and does not aggregate quality data
in a manner that helps decision makers assess or identify systemic quality
problems. In contrast, commercial companies we visited operate in an
environment that requires their own investment of significant funds to
develop new products before they are able to sell them and recoup that
investment. This high-cost environment creates incentives for reasonable
requirements that have been analyzed and proven achievable, the use of
best practices, and continuous improvement in systems engineering,
manufacturing, and supplier quality activities.
In response to the John Warner National Defense Authorization Act for
Fiscal Year 2007, the Under Secretary of Defense for Acquisition,
Technology and Logistics has identified several initiatives DOD recently
started that might eventually help improve weapon system quality. Some
of its new initiatives address problems we noted in this report, such as
placing greater emphasis on setting achievable requirements before
starting development. However, DOD has not taken actions that would
address problems related to prime contractor systems engineering,
manufacturing, and supplier quality practices we found in our review of
the 11 weapon systems.
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We are making recommendations that the Secretary of Defense improve
weapons system quality by setting achievable requirements at the start of
weapon system development, overseeing and expanding initiatives that
could improve quality, and using data to assess prime contractor
performance and weapon system quality. DOD partially agreed with each
of the recommendations, stating that it believes the current practices or
actions it plans to take are appropriate. In response to DOD’s comments,
we added more detail to one recommendation and acknowledged that the
department is taking steps that could improve weapons system quality.
Nevertheless, we believe our recommendations remain valid for improving
weapons system quality.

Background

In general, a quality product is one that is delivered on time, performs as
expected, and can be depended on to perform when needed, at an
affordable cost. This applies whether the customer is an individual
purchasing a simple consumer good, such as a television, a hospital
purchasing medical imaging equipment to help doctors treat cancer
patients, or DOD purchasing sophisticated weapons for its warfighters to
use on the battlefield.
For about 3 decades, DOD based its quality requirements on a military
standard known as MIL-Q-9858A, and its quality assurance practices were
oriented toward discovering defects through inspections. In 1994, the
Secretary of Defense announced that commercial quality standards should
replace MIL-Q-9858A. The intent was to remove military-unique
requirements that could present barriers to DOD in accessing the
commercial supplier base. Currently, responsibilities for quality policy and
oversight fall under the Systems and Software Engineering organization,
within the Office of the Secretary of Defense.
Over the past 20 years, commercial companies have had to dramatically
improve quality in response to increased competition. Many companies
moved from inspection-oriented quality management practices—where
problems are identified and corrected after a product is produced—to a
process in which quality is designed into a product and manufacturing
processes are brought in statistical control to reduce defects. Many
companies have also adopted commercial quality standards, such as ISO
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9001.2 This standard was developed by the International Organization for
Standardization, a non-governmental organization established in 1947 to
facilitate the international coordination and unification of industrial
standards. Similar to DOD’s MIL-Q-9858A, ISO 9001 includes requirements
for controlling a product’s design and development, and production, as
well as processes for oversight and improvement. Some industries, such as
the automotive and aerospace industries, also have standards specific to
their sector based on the ISO 9001.3 Because supplier parts account for a
substantial amount of the material value of many companies’ products,
companies may require their suppliers to adopt the same standards.
In practice, DOD and its prime contractors both participate in activities
that contribute to weapon system quality. DOD plays a large role in quality
when it sets key performance parameters, which are the most important
requirements DOD wants prime contractors to focus on during
development. For example, if reliability is one of those key performance
parameters, then prime contractors are expected to focus on it during
weapon system design. Prime contractors employ quality assurance
specialists and engineers to assess the quality and reliability of parts they
receive from suppliers, as well as the overall weapon system. DOD has its
own quality specialists within the Defense Contract Management Agency
and the military services, such as the Navy’s Supervisor of Shipbuilding
organization. DOD’s quality specialists oversee prime contractors’ design,
manufacturing, and supplier management activities; oversee selected
supplier manufacturing activities; and conduct final product inspections
prior to acceptance.
GAO previously reported on DOD quality practices in 1996.4 At that time,
we reported that numerous weapon system programs had historically had
quality problems in production because designs were incomplete. The B-2
bomber program and the C-17 Airlifter program, for example, encountered
major manufacturing problems because they went forward with unstable

2
The ISO 9001 standard provides a framework for managing an organization’s processes so
that it consistently produces products that meet customer expectations. An ISO
certification means that an independent external body has audited an organization’s quality
management system and verified that it conforms to the requirements specified in the
standard.
3

For example, AS9100 is a set of quality standards for the aerospace industry; ISO/TS 16949
is a set of standards for the automotive industry.

4

GAO, Best Practices: Commercial Quality Assurance Practices Offer Improvements for
DOD, GAO/NSIAD-96-162 (Washington, D.C.: Aug. 26, 1996).
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designs and relied on inspections to find defects once in production. Since
1996, GAO has recommended several times that DOD adopt a knowledgebased acquisition approach used by leading commercial companies to
develop its weapon systems. Under this approach, high levels of
knowledge are demonstrated at critical decision points in the product
development process, which results in successful product development
outcomes. Systems engineering is a key practice that companies use to
build quality into new products. Companies translate customers’ broad
requirements into detailed requirements and designs, including identifying
requisite technological, software, engineering, and production capabilities.
Systems engineering also involves performing verification activities,
including testing, to confirm that the design satisfies requirements.
Products borne out of a knowledge-based approach stand a significantly
better chance to be delivered on time, within budget, and with the
promised capabilities. Related GAO products, listed at the back of this
report, provide detailed information about the knowledge-based approach.

DOD Weapon Systems
Experience Quality
Problems Due to
Prime Contractors’
Inconsistent Practices

Although major defense contractors have adopted commercial quality
standards in recent years, quality and reliability problems persist in DOD
weapon systems. On the 11 weapon systems GAO reviewed, these
problems have resulted in billions of dollars in cost overruns, years of
schedule delays, and reduced weapon system availability. Prime
contractors’ poor systems engineering practices related to requirements
analysis, design, and testing were key contributors to these quality
problems. We also found problems with manufacturing and supplier
quality that contributed to problems with DOD weapon systems. Senior
officials from the prime contractor companies we contacted said that they
agreed with our assessment of the causes of the quality problems of
weapon system programs we reviewed and that disciplined processes help
improve overall quality.

Case Studies Illustrate
Impact of DOD Weapon
System Quality Problems

Quality problems caused significant cost and/or schedule delays in the 11
weapon systems we reviewed. Figure 1 shows the types of problems we
found and the resulting impacts. Appendix II contains detailed information
about each of the programs’ quality problems. Quality problems occurred
despite the fact that each of the prime contractors for these programs is
certified to commercial quality standards and most provided us with
quality plans that address systems engineering activities such as design, as
well as manufacturing, and supplier quality. However, quality problems in
these areas point to a lack of discipline or an inconsistency in how prime
contractors follow through on their quality plans and processes.
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Figure 1: Weapon System Quality Problems and Impact
Source of quality problem
System

Systems
engineering

Advanced SEAL Delivery
Systema

✓

Advanced Threat Infrared
Countermeasure/
Common Missile Warning
System

✓

Expeditionary Fighting
Vehicle

✓

F-22A

✓

Global Hawka

✓

Joint Air-to-Surface
Standoff Missile

LPD 17 Amphibious
Transport Docka

✓

MH-60s Fleet Combat
Support Helicopter

Manufacturing

Impact of quality problem

Supplier quality

Cost
(dollars in millions)

Schedule

✓

$87

Program halted

$117

5-year delay

✓

$750

4-year extension
to system
development

✓

$400

No schedule
impact to program

✓

$239

4-month
production slip for
sensor suite

✓

✓

$39

Program deferred

✓

✓

$846

3-year delay

✓

✓

Patriot Advanced
Capability-3

✓

V-22 Joint Services
Advanced Vertical
Lift Aircraft

✓

Wideband Global
SATCOM

✓

✓

✓

✓

No cost impact
to program

6-month
production slip

$26

6-month delay

$165

Flight operations
halted for
17-months

$10

18-month delay for
initial operating
capability

Source: GAO analysis of DOD and prime contractor data.
a

Cost and schedule figures are not solely attributable to quality problems.
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Lack of Systems
Engineering Discipline
Early in Programs Leads to
Significant Quality
Problems Later

GAO’s past work has identified systems engineering as a key practice for
ensuring quality and achieving successful acquisition outcomes.5 Systems
engineering is a sequence of activities that translates customer needs into
specific capabilities and ultimately into a preferred design. These activities
include requirements analysis, design, and testing in order to ensure that
the product’s requirements are achievable and designable given available
resources, such as technologies. In several of the DOD weapon programs
we reviewed, poor systems engineering practices contributed to quality
problems. Examples of systems engineering problems can be found on the
Expeditionary Fighting Vehicle, Advanced Threat Infrared
Countermeasure/Common Missile Warning System, and Joint Air-toSurface Standoff Missile programs.
Design problems have hampered the development of the Marine Corps’
Expeditionary Fighting Vehicle. The system, built by General Dynamics, is
an amphibious vehicle designed to transport troops from ships offshore to
land at higher speeds and from farther distances than its predecessor.
According to program officials, prime contractor design and engineering
changes were not always passed to suppliers, resulting in supplier parts
not fitting into assemblies because they were produced using earlier
designs. Systems engineering problems have also contributed to poor
vehicle reliability, even though reliability was a key performance
parameter. Consequently, the prime contractor was only able to
demonstrate 7.7 hours between mission failures, which was well short of
the 17 hours it needed to demonstrate in pre-production testing.
Subsequently, the vehicle’s development phase has been extended.
Program officials estimate that this extension, which will primarily focus
on improving reliability, will last an additional 4 years at an estimated cost
of $750 million.
For several other weapon systems, inadequate testing was another
systems engineering problem. The Army’s Advanced Threat Infrared
Countermeasure/Common Missile Warning System program, developed by
BAE Systems, is designed to defend U.S. aircraft from advanced infraredguided missiles. Reliability problems related to the Advanced Threat
Infrared Countermeasure jam head forced the Army to initiate a major
redesign of the jam head in fiscal year 2006, and fielding of the subsystem
has been delayed until fiscal year 2010. According to a prime contractor

5

GAO, Best Practices: Better Matching of Needs and Resources Will Lead to Better
Weapon System Outcomes, GAO-01-288 (Washington, D.C.: Mar. 8, 2001).
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official, the reliability problems were caused, at least in part, by
inadequate reliability testing. Likewise, the Joint Air-to-Surface Standoff
Missile program, developed by Lockheed Martin, has experienced a
number of flight test failures that have underscored product reliability as a
significant problem. Ground testing, which prime contractor officials said
could have identified most of the failure modes observed in flight testing,
did not occur initially. Prime contractor officials indicated that ground
testing was not considered necessary because the program was a spin-off
of a previous missile program and there was an urgent need for the new
missile. As a result of the test failures, the program has initiated a
reliability improvement effort that includes ground and flight testing. A
program official reported that the cost of reliability improvements for
fiscal years 2006 and 2007 totaled $39.4 million.

Manufacturing Problems
Are Often Caused by Lack
of Process Controls

GAO’s past work addresses the importance of capturing manufacturing
knowledge in a timely manner as a means for ensuring that an
organization can produce a product within quality targets.6 Prime
contractor activities to capture manufacturing knowledge should include
identifying critical characteristics of the product’s design and then the
critical manufacturing processes to achieve these characteristics. Once
done, those processes should be proven to be in control prior to
production. This would include making work instructions available,
preventing and removing foreign object debris in the production process,
and establishing criteria for workmanship. However, prime contractors’
lack of controlled manufacturing processes caused quality problems on
several DOD weapon programs, including the F-22A and LPD 17 programs.
The F-22A, a fighter aircraft with air-to-ground attack capability being built
by Lockheed Martin, entered production with less than 50 percent of the
critical manufacturing processes in control. In 2000, citing budgetary
constraints and specific hardware quality problems that demanded
attention, the Air Force abandoned its efforts to get manufacturing
processes in control prior to the start of production. Subsequently, the
contractor experienced a scrap, rework, and repair rate of about 30
percent on early-production aircraft. The contractor also experienced
major problems with the aircraft canopy. According to program officials,
the aircraft uses a first-of-a-kind canopy, with an external metallic stealth

6

GAO, Best Practices: Capturing Design and Manufacturing Knowledge Early Improves
Acquisition Outcomes, GAO-02-701 (Washington, D.C.: July 15, 2002).
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layer. The contractor did not bring its manufacturing processes in control
and the canopy cracked near the mounting holes. This problem was
discovered in March 2000 and temporarily grounded the flight test aircraft.
In addition, in 2006 a pilot was trapped in an F-22A for 5 hours when a
defective activator prevented him from opening the canopy. According to
the Air Force, when production began in 2001, the prime contractor should
have been able to demonstrate that the F-22A could achieve almost 2 flying
hours between maintenance. However, at that time, the contractor could
demonstrate only about 40 minutes. Six years later, the contractor
increased the flying hours to 97 minutes mean time, short of the Air
Force’s current 3-hour requirement. The program now has budgeted an
additional $400 million to improve the aircraft’s reliability and
maintainability.
Northrop Grumman, the prime contractor for the LPD 17, the first ship of a
new class of amphibious transport dock ships, delivered the ship to the
Navy in 2005 with many quality problems resulting from poor
manufacturing practices. For example, the program experienced problems
with non-skid coating applications because the company did not keep the
boat surface free from dirt and debris when applying the coating, which
caused it to peel. As of late 2007, the problem was not fixed. In addition,
the ship encountered problems with faulty welds on piping used in some
of the ship’s hydraulic applications. According to the prime contractor,
they could not verify that welds had been done properly. This problem
required increased rework to correct the problems and reinspect all the
welds. Had the problem not been discovered and weld failure had
occurred, the crew and the ship could have been endangered. These
problems, as well as many others, contributed to a 3-year delay and cost
increase of $846 million in delivering the ship to the Navy. In June 2007,
the Secretary of the Navy sent a letter to the Chairman of the Board of
Northrop Grumman expressing his concerns about the contractor’s ability
to construct and deliver ships that meet Navy quality standards and to
meet agreed-to cost and schedule commitments.

Supplier Quality Problems
Can Result in Higher
Product Cost

Management of supplier quality is another problem area for DOD weapon
systems. Supplier quality is particularly important because more that half
of the cost of a weapon system can be attributed to material received by
the prime contractor from its supplier base. While DOD prime contractors
told us that they manage and control the quality of parts and material they
receive from their suppliers with the help of performance reviews and
process audits, we found supplier quality problems on seven of the
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weapon systems we reviewed. Two examples are the Wideband Global
SATCOM and Patriot Advanced Capability-3 programs.
Boeing Integrated Defense Systems is the prime contractor for the Air
Force and Army’s Wideband Global SATCOM communications satellite.
Boeing Integrated Defense Systems discovered that one of its suppliers
had installed certain fasteners incorrectly. As a result, 1,500 fasteners on
each of the first three satellites had to be inspected or tested, and 148
fasteners on the first satellite had to be reworked. The DOD program
office reported that the resulting 15-month schedule slip would add
rework and workforce costs to the program and delay initial operating
capability by 18 months. A prime contractor official estimated the cost to
fix the problem was about $10 million.
In 2006, a supplier for the Patriot Advanced Capability-3 program, a longrange system that provides air and missile defense for ground combat
forces, accepted non-conforming hardware for a component for the
missile’s seeker. The seeker contractor had to re-inspect components and
some were returned for rework. As a result of this and other problems
involving poor workmanship and inadequate manufacturing controls, the
supplier facility was shut down for 7 months, delaying delivery of about
100 missiles.

Prime Contractors’
Observations on Quality

We met with senior quality officials at the prime contractor companies we
included in this review to discuss the problems we found. For the most
part, they agreed with our assessment, and that the discipline with which a
company implements its processes is a key contributor to quality
outcomes. The officials discussed the importance of quality and how they
are attempting to improve quality across their companies. This includes
the use of Six Sigma, a tool for measuring defects and improving quality,
as well as independent program reviews and improving design processes. 7
The senior quality officials also identified factors they believe affect the
quality of DOD weapon systems, including insufficient attention to

7

Six Sigma is a tool for measuring defects and improving quality. Over time, it has evolved
into a business improvement methodology that focuses an organization on understanding
customer requirements, aligning key business processes to achieve those requirements,
utilizing rigorous data analysis to minimize variation in business processes, and rapid and
sustainable improvement to business processes.
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reliability by DOD during development and the prime contractor’s lack of
understanding of weapon system requirements, including those for testing.

Leading Commercial
Companies Use
Disciplined Quality
Management
Practices

While there are similarities between the quality management practices of
DOD prime contractors and leading commercial companies in our review,
the discipline with which leading companies implement their practices
contributes to the high quality of their products. According to company
officials we contacted, reliability is a paramount concern for them because
their customers demand products that work, and the companies must
develop and produce high-quality products to sustain their competitive
position in the marketplace. Leading commercial companies use
disciplined, well-defined, and institutionalized practices for (1) systems
engineering to ensure that a product’s requirements are achievable with
available resources, such as technologies; (2) manufacturing to ensure that
a product, once designed, can be produced consistently with high quality
and low variability; and (3) supplier quality to ensure that their suppliers
are capable of delivering high-quality parts. These practices, which were
part of the companies’ larger product development processes, and other
tools such as Six Sigma, provided an important foundation for producing
quality products and continually improving performance.

Adherence to Systems
Engineering Practices
Leads to Clear
Requirements and
Reliable Designs

Several of the companies we met with discussed how they use systems
engineering as a key practice for achieving quality outcomes. As part of
Siemens Medical Solutions’ standard product development process, the
company validates that product requirements are sufficiently clear,
precise, measurable, and comprehensive. They ensure that requirements
address quality, including requirements for reliability and readiness prior
to making a commitment to developing and building a new product.
Officials with Boeing Commercial Airplanes say they have shifted their
view of quality into a more proactive approach, which includes a focus on
“mistake-proofing” designs so that they can be assembled only one way.
To help assess the producibility of critical parts designs, the company has
also developed a tool that rates different attributes of the design, including
clarity of engineering requirements, consequences of defects on
performance or manufacturability, and verification complexity. Company
officials say they use the tool’s ratings to modify designs to ensure that
parts will be less prone to manufacturing and assembly error, and that its
use has resulted in lower costs for scrap, rework, and repair and fewer
quality problems.
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Space Systems/Loral also relies on well-defined and disciplined processes
to develop and produce satellites. Because the company’s customers
expect satellites to perform for up to 15 years, product reliability is
paramount and company officials say that using systems engineering to
design reliability into a satellite is essential. As part of its systems
engineering activities, the company performs reliability assessments to
verify that satellite components and subsystems will meet reliability
requirements and to identify potential hardware problems early in the
design cycle. Space Systems/Loral officials also discussed testing and its
importance to developing products. For significant new product
developments, Space Systems/Loral employs highly accelerated life testing
to find weak links in a design and correct them to make the product more
robust before going into production. As a result of the company’s
disciplined quality management practices, new satellite components—
such as lithium-ion batteries, stationary plasma thrusters, and a satellite
control system—have over 80 million hours of operation in orbit with only
one component failure, according to company data.

Effective Manufacturing
Process Controls Reduce
Variability and Defects

Several company officials discussed the importance of having controlled
manufacturing processes, and described several approaches to reduce
variability and the likelihood of defects. These approaches greatly increase
the likelihood that a product, once designed, can be produced consistently
and with high quality and low variability. In this way, they reduce waste
and increase a product’s reliability in the field.
Early in its product development process, Cummins, a manufacturer of
diesel and natural gas-powered engines, establishes a capability growth
plan for manufacturing processes. This increases the probability that the
manufacturing process will consistently produce parts that meet
specifications. Prior to beginning production, Cummins completes what it
calls “alpha” and “beta” builds, which are prototypes intended to validate
the product’s design and production processes. Cummins officials noted
that these activities allow them to catch problems earlier in development,
when problems are less costly to fix.
Officials from Kenworth, a manufacturer of heavy- and medium-duty
trucks, described several initiatives it uses to improve manufacturing
process controls. For example, the company has a new electronic system
for process documents. Workers on the manufacturing floor used to rely
on paper installation instructions, and sometimes workers used outdated
instructions. Kenworth officials say that converting to an electronic
system ensures that all workers use the most current process
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configuration and reduces rework. For a selected number of processes,
Kenworth has also developed documents that include pictures as well as
engineering specifications to ensure that workers follow the correct
processes, and performs audits to assess whether workers are properly
trained and know where to go if they have questions regarding the
process.

Companies Hold Suppliers
Accountable to Deliver
High Quality Parts for the
Product

At several of the companies we visited, officials reported that supplier
parts accounted for a substantial amount of the overall product value.
Companies we met with systematically manage and oversee their supply
chain through such activities as regular supplier audits and performance
evaluations of quality and delivery, among other things. Several officials
noted that their supplier oversight focuses on first-tier suppliers, with
limited interaction and oversight of lower-tier suppliers. However,
Kenworth officials said they hold their first-tier suppliers accountable for
quality problems attributable to lower-tier suppliers.
Leading commercial companies we met with set high expectations for
supplier quality. Boeing Commercial Airplanes categorizes its suppliers by
rates of defective parts per million. To achieve the highest rating level, a
supplier must exhibit more than 99 percent part conformance, and
company officials said they have been raising their supplier quality
expectations over time. The organization has taken steps to reduce the
number of direct suppliers and retain higher-performing suppliers in the
supply base. Similarly, suppliers of major components for Siemens
Medical Solutions’ ultrasound systems must provide conforming products
98 percent of the time, and the company will levy financial penalties
against suppliers that do not meet this standard. Other companies also
financially penalized suppliers for providing nonconforming parts.

Disciplined Processes and
Continuous Quality
Improvement Are a Focus
at Several Companies

Several company officials discussed how a focus on improving product
development processes and product quality served as the foundation for
their systems engineering, manufacturing, and supplier quality practices.
Officials with Space Systems/Loral discussed how they adopted a more
disciplined product development process following quality problems in the
1990s with some of its satellites. This included creating companywide
product development processes, adopting a formal program that
institutionalized an iterative development process, and implementing strict
documentation requirements and pass/fail criteria. The company also
established an oversight organization to ensure that processes are
followed. As a result, the first-year failure rate for Space Systems/Loral’s
satellites decreased by approximately 50 percent from 2000 through 2006.
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Likewise, Cummins officials told us that quality problems following the
initial release of their ISX engine were a major factor in the
implementation of their current product development process. This
includes review gates to ensure process compliance and management
reviews that use knowledge-based approaches for evaluating projects.
Cummins and Kenworth also use tools such as Six Sigma to define,
measure, analyze, control, and continually improve their processes. For
example, Cummins applies Six Sigma to its technology development,
design, and production activities. The company also expects its critical
suppliers to implement Six Sigma programs to improve quality and
customer satisfaction. As a result of implementing initiatives such as Six
Sigma, Cummins officials reported that the company’s warranty costs have
declined substantially in the last several years. Kenworth also uses Six
Sigma to drive efficiencies into the organization’s work processes,
particularly in the design phase of new product development and in
controlling manufacturing processes. Kenworth requires its first-tier
suppliers to participate in a Six Sigma program. Company officials
estimated that Six Sigma projects saved its Chillicothe, Ohio, facility
several million dollars in 2006.
In addition, each of the commercial companies we met with collected and
used data to measure and evaluate their processes and products. This
helps them gauge the quality of their products and identify areas that need
improvement. For example, Cummins tracks warranty costs as a measure
of product quality, while Siemens Medical Solutions measures
manufacturing process yields for its ultrasound systems.

Different
Environments Create
Different Incentives
to Improve Quality

The quality problems in our case studies and the practices that relate to
them—whether systems engineering, manufacturing, or supplier quality
practices—are strongly influenced and often the result of larger
environmental factors. DOD’s acquisition environment is not wholly
conducive to incentivizing prime contractors to efficiently build highquality weapon systems—ones that perform as expected, can be depended
on to perform when needed, and are delivered on time and within cost
estimates. During systems development, DOD usually pays for a
contractor’s best efforts, which can include efforts to achieve overly
optimistic requirements. In such an environment, seeking to achieve
overly optimistic requirements along with a lack of oversight over the
development process contributes to quality problems. In contrast,
commercial companies we visited operate in an environment that requires
their own investment of significant funds to develop new products before
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they are able to sell them and recoup that investment. This high-cost
environment creates incentives for reasonable requirements and best
practices, as well as continuous improvement in systems engineering,
manufacturing, and supplier quality.

DOD’s Environment

DOD uses cost-reimbursement contracts with prime contractors for the
development of its weapon systems. In this type of contract arrangement,
DOD accepts most of the financial risks associated with development
because of technical uncertainties. Because DOD often sets overly
optimistic requirements for new weapon systems that require new and
unproven technologies, development cycles can take up to 15 years. The
financial risk tied to achieving these requirements during development is
not borne by the contractor in this environment, but by the government.
This environment provides little incentive for contractors to utilize the
best systems engineering, manufacturing, and supplier quality practices
discussed earlier in this report to ensure manageable requirements, stable
designs, and controlled manufacturing processes to hold costs down.
Finally, DOD’s quality organizations, which collect information about
prime contractors’ quality systems and problems, provide limited oversight
of prime contractor activities and do not aggregate quality data in a
manner that helps decision makers assess or identify systemic quality
problems.

Overly Optimistic
Requirements Hamper
Good Quality Outcomes

DOD’s ability to obtain a high-quality weapon system is adversely
impacted by an environment where it both (1) assumes most of the
financial risks associated with technical or cost uncertainties for the
systems development and (2) sets requirements without adequate systems
engineering knowledge.8 Without requirements that have been thoroughly
analyzed for feasibility, development costs are impossible to estimate and
are likely to grow out of control.

8

The Federal Acquisition Regulation (FAR), indicates that complex requirements,
particularly those unique to the government, usually result in greater risk assumption by
the government. This is especially true for complex research and development contracts
when performance uncertainties or the likelihood of changes makes it difficult to estimate
performance costs in advance. Cost-reimbursable contracts are suitable for use only when
uncertainties involved in contract performance do not permit costs to be estimated with
sufficient accuracy to use any type of fixed-price contract. FAR 16.104 and 16.301-2.
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DOD typically assumes most of the financial risk associated with a new
weapon system’s development by establishing cost reimbursement
contracts with prime contractors. In essence, this means that prime
contractors are asked to give their best effort to complete the contract and
DOD pays for allowable costs, which often includes fixing quality
problems experienced as part of the effort. As stated earlier, these
problems can cost millions of dollars to fix. For example, DOD as the
customer for the Expeditionary Fighting Vehicle signed a cost
reimbursement contract with the prime contractor, General Dynamics, to
develop a new weapon system that would meet performance and
reliability requirements that had not yet been adequately informed by
systems engineering analysis. Once General Dynamics performed a
detailed requirements analysis, it informed DOD that more resources
would be needed to meet the key reliability requirement established
earlier. DOD decided not to invest the additional money at that time.
However, when the vehicle was unable to meet its reliability goal prior to
moving into production, DOD eventually decided to invest an additional
$750 million into its development program to meet the reliability goal.
Often DOD enters into contracts with prime contractors before
requirements for the weapon systems have been properly analyzed. For
example, in March 2007 we reported that only 16 percent of the 62 DOD
weapon system programs we reviewed had mature technologies to meet
requirements at the start of development.9 The prime contractors on these
programs ignored best systems engineering practices and relied on
immature technologies that carry significant unknowns about whether
they are ready for integration into a product. The situation is exacerbated
when DOD adds or changes requirements to reflect evolving threats. Prime
contractors must then spend time and resources redesigning the weapon
system, flowing down the design changes to its suppliers, and developing
new manufacturing plans. In some cases, special manufacturing tools the
prime contractor thought it was going to use might have to be scrapped
and new tooling procured.
Lack of detailed requirements analysis, for example, caused significant
problems for the Advanced Threat Infrared Countermeasure/Common
Missile Warning System program. Prior to 1995, the services managed
portions of the program separately. Then, in 1995, DOD combined the

9

GAO, Defense Acquisitions: Assessments of Selected Weapon Programs, GAO-07-406SP
(Washington, D.C.: Mar. 30, 2007).
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efforts and quickly put a developer on contract. This decision resulted in
significant requirements growth and presented major design and
manufacturing difficulties for the prime contractor. It took over a year to
determine that the tactical fixed-wing aircraft requirements were
incorrect. The extent of the shortfall, however, did not become evident
until the critical design review and numerous changes were required in the
contract statement of work. More than 4 years after the system’s critical
design review, the sensor units were built in prototype shops, with
engineers only then trying to identify critical manufacturing processes.
Further, sensor manufacturing was slowed by significant rework, and at
one point was halted while the contractor addressed configuration control
problems. The Navy and Air Force, which required the system for fixedwing aircraft, dropped out of the program in 2000 and 2001, respectively.
Ultimately, quality is defined in large part by reliability. But, in DOD’s
environment, reliability is not usually emphasized when a program begins,
which forces the department to fund more costly redesign or retrofit
activities when reliability problems surface later in development or after a
system is fielded.10 The F-22A program illustrates this point. Because DOD
as the customer assumed most of the financial risk on the program, it
made the decision that system development resources primarily should be
focused on requirements other than reliability, leading to costly quality
problems. After 7 years in production, the Air Force had to budget an
additional unplanned $400 million for the F-22A to address numerous
quality problems and help the system achieve its baseline reliability
requirements.

Oversight of Development
Programs Could Be
Strengthened

DOD oversight of prime contractor activities varies and has decreased as
its quality assurance workforce has decreased. Weapon system progress
reviews at key decision points are a primary means for DOD to oversee
prime contractor performance in building high-quality systems, but they
are not used consistently across programs. The purpose of the reviews is
to determine if the program has demonstrated sufficient progress to
advance to the next stage of product development or to enter production.
The department has developed decision criteria for moving through each
phase of development and production; and DOD’s acquisition executive
has the authority to prevent programs from progressing to later stages of

10

GAO, Best Practices: Setting Requirements Differently Could Reduce Weapon Systems’
Total Ownership Costs, GAO-03-57 (Washington, D.C.: Feb. 11, 2003).
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development if requisite knowledge has not been attained. Unfortunately
most programs are allowed to advance without demonstrating sufficient
knowledge. For example, in our recent review of 62 DOD weapon systems,
we found that only 27 percent of the programs demonstrated that they had
attained a stable design at the completion of the design phase.11
In addition, as a result of downsizing efforts over the past 15 years, DOD’s
oversight of prime contractor and major supplier manufacturing processes
varies from system to system. DOD quality officials stated that they have
had to scale back on the amount of oversight they can provide, focusing
only on the specific areas that the weapon system program managers ask
them to review. It is unclear what impact the reduction in quality
assurance specialists and the reduction of oversight has had on the
department’s ability to influence quality outcomes. However, in the case
of the Advanced SEAL Delivery System, a lapse in effective management
oversight exercised by both the government and contractor contributed to
very late discovery of costly quality problems. DOD quality organizations
such as the Defense Contract Management Agency do capture a significant
amount of information electronically about the quality of DOD weapon
systems through audits and corrective action reports. They collect quality
data on a program by program basis and share information about certain
types of deficiencies and nonconforming parts they found. While the
organizations are looking for additional opportunities to share
information, they do not currently aggregate and consolidate the
information in a manner that would allow the department to determine the
overall quality of products it receives from prime contractors or to identify
quality related systemic problems or trends with its prime contractors.

Commercial Environment

Commercial companies must develop and deliver high-quality, highly
capable products to markets on-time or suffer financial loss. The
companies face competition and, therefore, their customers can choose
someone else’s products when they are not satisfied. It is this
environment that incentivizes manufacturers to implement and use best
practices to improve quality and reduce cost while delivering on-time.
Commercial customers must set achievable product requirements for their
manufacturers that they know will result in a reliable, high-quality, and
desirable product that can be delivered on-time. Manufacturers then get
their key manufacturing processes in control to reduce inconsistencies in

11

GAO-07-406SP.
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the product. Commercial customers understand the need to monitor and
track manufacturer and supplier quality performance over time to
determine which companies they want to do business with in the future or
to identify problem areas that need to be corrected.
Commercial customers we visited—American Airlines and Intelsat—
expect to operate their products for 30 and 15 years, respectively. The
companies focus a great deal of attention on setting performance and
reliability goals that manufacturers like Boeing Commercial Airplanes and
Space Systems/Loral must meet in order for them to purchase their
products. This provides a strong, direct incentive for manufacturers and
their customers to ensure that requirements are clear and achievable with
available resources, including mature technologies, before the
manufacturer will invest in a product’s development. For example,
Intelsat expects its satellites to be available at least 99.995 percent of the
time. To meet this goal, Intelsat expects its manufacturers to use mature
technologies and parts where the reliability is already known. There are
several reasons that drive this approach. The most obvious one is that
there is no way to fix mechanical problems once a satellite has been
launched. Another reason is that the company must credit television
networks, telephone companies, or cable companies for any loss of
service. The company also insures their satellite for launch plus the first
year of in-orbit service. Having a proven record of in-orbit performance
and using reliable and flight proven technology are two important factors
that help the company get favorable terms from the insurance
underwriters. And, the company does not want to spend a large sum of
money for a replacement satellite prior to its design life since it will
negatively impact the company’s financial performance.
In the commercial environment, manufacturers are motivated to develop
and provide high-quality products because their profit is tied to customer
expectations and satisfaction. For example, American Airlines makes an
initial payment to Boeing Commercial Airplanes when it places an order
for new aircraft, but will not make final payment until it is satisfied that
their requirements have been met.
In an another example, Cummins officials discussed how they were
motivated to adopt more disciplined product development processes
following the development effort for one of its highest selling engines, in
the late 1990s. According to company officials, the design requirements
were unstable from the start of development. They were changed and
added to as development progressed, often without the benefit of timely
and disciplined requirements analysis to ensure they could be met for the
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estimated investment cost. There were conflicting requirements (weight,
size, performance, and fuel economy) that made development difficult. In
addition, Cummins did not pay enough attention to reliability, focusing
instead on weight and power considerations. As a result, development
costs were higher than expected and, once the engine was sold, customers
experienced less than expected. A Cummins official reported that the
company found itself in an “intolerable” position with customers who
were becoming increasingly dissatisfied.
This significant event, in which Cummins lost customer confidence,
caused the company to examine its product development processes. The
result of this examination was an improved product development process
that requires a more cross functional and data-based approach to new
development programs. The improvements resulted in better analysis and
understanding of customer requirements leading to resource allocations
before beginning new programs. Cummins invested in both customer
satisfaction and the development and support of its products. This
investment provided the motivation to adopt a more disciplined product
development approach for the production of high-quality products for its
customers.
Intelsat officials told us it makes progress payments to its manufacturers
throughout development and production. However, the company holds
about 10 to 20 percent of the contract value to award to the manufacturer
after a satellite is successfully launched. According to company officials,
the 10 to 20 percent is paid to the manufacturer over the expected life of
the satellite, which is typically 15 years, when the satellite performs as
expected.
The commercial companies also all capture information about their
manufacturing processes and key suppliers’ quality. However, unlike
DOD, they use the information when making purchasing decisions and
determining how best to structure contracts to incentivize good quality
outcomes. For example, in some cases Intelsat does not allow
manufacturers to use certain suppliers whose parts do not meet specified
reliability goals. In addition, Intelsat may include clauses in its contracts
that require a manufacturer to conduct periodic inspections of particular
suppliers.
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DOD Efforts to
Improve Acquisition
Outcomes

DOD has long recognized its acquisition problems and has initiated
numerous improvement efforts over the years to address them. A recent
set of initiatives are highlighted by the Under Secretary of Defense for
Acquisition, Technology and Logistics in DOD’s Defense Acquisition
Transformation and Program Manager Empowerment and Accountability
reports to Congress.12 Our analysis indicates that while none of the
initiatives is aimed solely at improving the quality of DOD weapon systems
or improving prime contractor quality practices, they could address some
of the problems identified in this report, particularly the ones that improve
the DOD requirements-setting process and limit requirements growth
during development. A brief description of the initiatives is included
below.
•

Concept Decision Reviews: DOD is pilot-testing a concept decision
reviews program to provide a better framework for strategic
investment decisions. A Concept Decision Committee composed of
senior DOD officials is applying the reviews to four pilot programs—
the Joint Lightweight Tactical Mobility program, the Integrated Air and
Missile Defense program, the Global Strike Raid Scenario, and the
Joint Rapid Scenario Generation program. A key aspect of the pilot
programs is the early involvement and participation of systems
engineering prior to concept decision. DOD expects this to provide
decision makers better insight for setting firm requirements early,
assessing technology options, considering alternative acquisition
strategies, ensuring that new technology will mature in time to meet
development and delivery schedules, and delivering systems with
predictable performance to the warfighter.

•

Time-Defined Acquisition: Under the time-defined acquisition
initiative, DOD plans to use such criteria as technology maturity, time
to delivery, and requirement certainty to select the appropriate

12

Section 804 of the John Warner National Defense Authorization Act for Fiscal Year 2007,
Pub. L. No. 109-364 (2006), requires DOD to submit to Congress on a biannual basis an
update of its implementation plans to reform the acquisition system. Many of the initiatives
highlighted in the report were initiated in response to other reform efforts, such as the
Defense Acquisition Performance Assessment Project Report (DAPA, January 2006);
Defense Science Board 2005 Summer Study on Transformation: “A Progress Assessment”
(February 2006); The Center for Strategic and International Studies Report, “Beyond
Goldwater Nichols: U.S. Government and Defense Reform for a New Strategic Era” (July
2005); and The 2006 Quadrennial Defense Review Report (February 2006). Section 853 of
the act requires the Secretary of Defense to develop a comprehensive strategy for
enhancing the role of DOD program managers in developing and carrying out defense
acquisition programs.
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acquisition approach to provide a needed capability. The department
envisions using a different acquisition approach, depending on whether
a capability can be fielded in 2 years or less, more than 2 years to less
than 4 years, or more than 4 years. In September 2006, the Under
Secretary of Defense for Acquisition, Technology and Logistics stated
that he anticipated the time-defined acquisition approach would
facilitate better overall cost control and more effective use of total
available resources.
•

Configuration Steering Boards: In July 2007, the Under Secretary of
Defense for Acquisition, Technology and Logistics directed the
establishment of Configuration Steering Boards for every current and
future acquisition category I program in development.13 The boards,
chaired by the service acquisition executive within each of the military
services, are expected to review all requirements changes and
significant technical configuration changes that have the potential to
adversely affect program cost and schedule. Requirement changes are
not to be approved unless funds are identified and schedule impacts
are mitigated. However, the Under Secretary stated in his
announcement of this initiative that such requirements changes would
usually be rejected.

•

Key Performance Parameters/Key System Attributes:14 DOD has
added new guidelines and procedures for establishing weapon system
requirements in its Joint Capabilities Integration and Development
System manual. The manual now requires that materiel availability be
included as a key performance parameter for new weapon system
development and that materiel reliability and ownership costs be
included as key system attributes. Together, these requirements are

13

Acquisition category I programs are major defense acquisition programs that are
estimated by the Under Secretary of Defense for Acquisition, Technology and Logistics to
require eventual expenditure for research, development, test, and evaluation of more than
$365 million (FY 2000 constant dollars) or procurement of more than $2.190 billion
(FY 2000 constant dollars), or those designated by the Milestone Decision Authority to be
acquisition category I programs. 10 U.S.C. § 2430.
14

Key performance parameters are defined as those attributes or characteristics of a
system that are considered critical or essential to the development of an effective military
capability and those attributes that make a significant contribution to the characteristics of
the future joint force as defined in the Capstone Concept for Joint Operations. Key system
attributes are attributes or characteristics that are considered crucial in support of
achieving a balanced solution/approach deemed necessary by the program sponsor. Key
performance parameters must be met before a weapon system can go into production. Key
system attributes, on the other hand, can be traded in favor of other system attributes.
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aimed at ensuring weapon system sustainment considerations are fully
assessed and addressed as part of the systems engineering process.
•

Award and Incentive Fees: DOD recently issued policy
memorandums that reflect a change in policy related to the proper use
of award and incentive fees. The memorandums emphasize the need to
structure award fee contracts in ways that focus DOD and contractor
efforts on meeting or exceeding cost, schedule, and performance
requirements. The policy memorandums state that award fees should
be linked to desired outcomes and payments should be commensurate
to contractor performance. It also provides guidelines for how much
contractors will be paid for excellent performance, satisfactory
performance, and less than satisfactory performance.

While these initiatives are not directly linked together, they have the
potential to help DOD implement some of the leading commercial
practices we have highlighted in the past. In particular, they could help the
Under Secretary of Defense for Acquisition, Technology and Logistics
ensure that DOD has a better match between warfighter needs and funding
at the start of weapon system development and that technology,
engineering, and production knowledge is properly considered at that
time. They can also help control requirements changes and requirements
growth, which can adversely affect system quality during development.
The initiatives are still new and, in the case of concept decision reviews,
small in scope; therefore, their effectiveness may not be known for some
time.

Conclusions

DOD has developed policies that address the need for setting achievable
requirements, adopting commercial quality standards, using good systems
engineering practices, and overseeing supplier quality. However, DOD still
has difficulty acquiring high-quality weapon systems in a cost-efficient and
timely manner. While many problems are caused by poor prime
contractor practices related to systems engineering, manufacturing, and
supplier quality, an underlying cause lies in the environment. DOD
typically assumes most of the financial risk associated with development
of complex systems. However, risks associated with this situation are
exacerbated because DOD generally enters into development contracts
without demonstrated knowledge or firm assurance that requirements are
achievable, which too often result in inefficient programs and quality
problems.
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DOD can learn from leading commercial companies in the way they deal
with risk and ensure quality in their products. Because commercial
companies invest their own money in product development and recoup
that investment when their customers buy the finished good, they put a
new product’s requirements to the test with disciplined systems
engineering practices before they commit to a large investment to develop
it. If a highly valued requirement cannot be demonstrated as achievable
through systems engineering, it is deferred to a subsequent product
variation or to another program. Moreover, and very importantly,
companies do not shortcut essential quality practices that ensure process
controls and high supplier quality, including collecting and analyzing
quality data. Like commercial companies, DOD must demand appropriate
knowledge about requirements and make hard decisions about program
risk before it initiates costly investments.
Improvements in the way DOD uses existing tools to analyze requirements
during development, along with potential results of some of the initiatives
it has underway, can help reduce quality risks, and address some of the
long-standing acquisition problems it faces. Although the initiatives are
new and in the case of the concept decision reviews, small in scope, they
are a good first step toward the department setting more realistic
requirements and time frames for weapon system development. Additional
oversight could help ensure that prime contractors can meet requirements
with given resources, such as funding and technologies, prior to DOD
entering into a development contract. In addition, continued leadership
from the Under Secretary of Defense for Acquisition, Technology and
Logistics and a combination of actions from both DOD and prime
contractors are needed to make these improvements and get the most
from its planned $1.5 trillion investment in new weapons programs.

Recommendations for
Executive Action

To ensure that the department is taking steps to improve the quality of
weapon systems, we recommend that the Secretary of Defense take the
following actions related to recent initiatives highlighted in DOD’s Defense
Acquisition Transformation and Program Manager Empowerment and
Accountability reports to Congress to improve its focus on setting
achievable requirements and oversight:
•
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help ensure that weapon system requirements, including those for
reliability, are achievable with given resources.
•

Establish measures to gauge the success of the concept decision
reviews, time-defined acquisition, and configuration steering board
initiatives and properly support and expand these initiatives where
appropriate.

To better assess the quality of weapon system programs and prime
contractor performance, DOD needs to obtain and analyze more
comprehensive data regarding prime contractors and their key suppliers.
Therefore, we also recommend that the Secretary of Defense direct the
Defense Contract Management Agency and the military services to:

Agency Comments
and Our Evaluation

•

Identify and collect data that provides metrics about the
effectiveness of prime contractors’ quality management system and
processes by weapon system and business area over time and

•

Develop evaluation criteria that would allow DOD to score the
performance of prime contractors’ quality management systems
based on actual past performance, which could be used to improve
quality and better inform DOD acquisition decision makers.

DOD provided us with written comments on a draft of this report. DOD
partially concurred with each of the recommendations. DOD’s comments
appear in appendix III.
In its comments, DOD partially concurred with the draft recommendation
that, as part of its concept decision review initiative, prime contractors
should complete systems engineering analysis prior to entering a
development contract. The department stated that the recommendation
was vague. DOD noted that it conducts systems engineering planning
prior to entering into a development contract and that prime contractors
conduct more detailed systems engineering analysis afterwards.
Moreover, DOD noted that systems engineering is a continuous
government-performed activity at the heart of any structured development
process that proceeds from concept to production. The concept decision
review initiative, in particular, considers fundamental systems engineering
issues such as technology and integration and manufacturing risk before
the concept decision review.
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To address DOD’s concern that our recommendation was too vague, we
modified it to add more detail. Specifically, as part of the concept decision
review initiative, we recommend that contractors that are competing for
the systems development contract provide DOD more detailed systems
engineering requirements analysis to be completed before a systems
development contract is awarded. This would help ensure that
requirements are clear and reasonable before DOD enters into a
development contract. We understand that currently DOD conducts
systems engineering planning prior to entering a development contract
with prime contractors and that prime contractors conduct a more
thorough systems engineering analysis afterwards. However, because our
work has found that many DOD systems development efforts have been
hampered by poorly defined or poorly understood requirements, we
believe that DOD should test, through the concept decision initiative,
paying contractors to complete a more thorough systems engineering
analysis prior to entering into a development contract. This would give
the department the benefit of more knowledge when finalizing
requirements and provide an opportunity for DOD to set requirements that
can be met in a well-defined time frame, which could reduce the
department’s risk exposure in cost reimbursement contracts used for
development. In addition, it would better position DOD to place more
accountability on the winning contractor to meet the desired requirements
within cost and schedule estimates.
DOD also partially concurred with the recommendation to establish
measures to gauge the success of the concept decision reviews, timedefined acquisition, and configuration steering board initiatives and
properly support and expand these initiatives where appropriate. In its
response, DOD stated that changes to the concept decision review and
time-defined acquisition initiatives are being considered and any changes
would be reflected in an update to DOD Instruction 5000.2. DOD also
stated that the configuration steering board initiative is being implemented
consistent with its policy.
We are encouraged by the potential changes that could result from
successful implementation of the concept decision reviews, time-defined
acquisition, and configuration steering board initiatives. We believe that
these three initiatives are aimed at addressing several of DOD’s systemic
problems that impact weapon system quality and that the department
should not lose sight of these initiatives. While the initiatives are new and
untested in practice, acquisition history tells us that these policy changes
alone will not be sufficient to change outcomes. We have found that
measures to gauge success can help facilitate senior-level oversight that is
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needed to bring about significant change within an organization. We,
therefore, believe this recommendation remains valid.
DOD partially concurred with the recommendation for the Defense
Contract Management Agency and military services to identify and collect
data that provides metrics about the effectiveness of prime contractors’
quality management systems and processes by weapon system and
business area over time. In its response, DOD stated that the Defense
Contract Management Agency is in the process of identifying and will
eventually collect data that could be used to determine the effectiveness of
prime contractors’ quality management systems. However, DOD stated
that the added expense of capturing data by weapon system and business
area does not seem warranted at this time. Further it commented that
there is no need for the military services to engage in a similar effort to the
Defense Contract Management Agency, since the agency is working in
cooperation with the military services.
We are encouraged by the Defense Contract Management Agency’s efforts
to identify and collect data on prime contractor quality management
activities on a broad scale. As we noted in the report, this is a practice
used by leading commercial companies we visited. During our review, the
agency could only provide data on a weapon system by weapon system
basis. We believe that data should be captured on both a weapon system
and prime contractor basis and that the added expense of including data
by weapon system is likely minimal, given that it is already being collected
that way. Considering that DOD plans to invest about $1.5 trillion (in 2007
dollars) in its current portfolio of major weapon systems, we believe it
would be valuable for DOD to know how the companies and business
units responsible for delivering its high-quality weapon systems are
performing as well as the quality associated with individual weapon
systems. In addition, we believe the military services, particularly the
Navy’s Supervisor of Shipbuilding organization, which is responsible for
overseeing contractor activities for shipbuilding, should identify and
collect similar data so that information collected is consistent and can be
used for comparison purposes. We, therefore, believe this
recommendation remains valid.
Finally, DOD partially concurred with the recommendation for the
Defense Contract Management Agency and military services to develop
evaluation criteria that would allow DOD to score the performance of
prime contractors’ quality management systems based on actual past
performance. DOD stated that it plans to develop evaluation criteria based
on data the Defense Contract Management Agency plans to collect in the
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future. DOD does not think the military services need to develop a
parallel effort because Defense Contract Management Agency data will be
shared with the military services.
It was not our intent for the military services, the Defense Contract
Management Agency, and the Navy’s Supervisor of Shipbuilding to have
parallel efforts. Rather, we expected that they would work collaboratively
on this effort. Moreover, not only do we believe DOD should know how
well the prime contractors and their respective programs are performing
as noted above, we also believe that DOD should know how well the prime
contractors’ quality management systems are working. Again, this is a
practice used by leading commercial companies we visited. We are
encouraged that the Defense Contract Management Agency plans to
develop evaluation criteria that would be used to score prime contractor
quality management systems but believe the department should have a
consistent methodology to be used across DOD. We, therefore, believe this
recommendation remains valid.

We are sending copies of this report to the Secretary of Defense and
interested congressional committees. We will also make copies available
at no charge on the GAO Web site at http://www.gao.gov.
If you have any questions about this report or need additional information,
please contact me at (202) 512-4841 or sullivanm@gao.gov. Contact points
for our Offices of Congressional Relations and Public Affairs may be found
on the last page of this report. Key contributors to this report are listed in
appendix IV.

Michael Sullivan
Director
Acquisition and Sourcing Management
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Appendix I: Objectives, Scope, and
Methodology

Appendix I: Objectives, Scope, and
Methodology
This report compares Department of Defense (DOD) and its large prime
contractors’ quality management policies and practices with those of leading
commercial companies—with a focus on improving the quality of DOD weapon
systems. Specifically, we (1) determined the impact of quality problems on
selected DOD weapon systems and defense contractors’ practices that
contributed to the problems, (2) identified practices used by leading
commercial companies that can be used to improve the quality of DOD weapon
systems, (3) identified problems DOD faces in terms of improving quality, and
(4) identified recent DOD initiatives that could improve quality.
To determine the impact of quality problems on selected DOD weapon
systems and defense contractors’ practices that contribute to the problems,
we selected and reviewed 11 DOD weapon systems with known deficiencies
from each of the military services and identified the quality problems
associated with each deficiency. The 11 were chosen to demonstrate the
types of problems DOD weapon systems experience and to help focus our
discussions with leading commercial companies on aspects of
development that caused DOD major quality problems. The prime
contractors in charge of developing these systems include six of DOD’s
largest contractors; together, they are involved with a little over $1 trillion, or
about 76 percent, of the $1.5 trillion (in 2006 dollars) DOD plans to spend on
weapon systems in its current portfolio. Systems we reviewed, along with the
prime contractors responsible for developing the systems, are:
•

Advanced SEAL Delivery System, a battery-powered submarine
funded by the Special Operations Command and developed by
Northrop Grumman;

•

Advanced Threat Infrared Countermeasure/Common Missile
Warning System, a defense countermeasure system for protection
against infrared guided missiles in flight funded primarily by the Army
and developed by BAE Systems;

•

Expeditionary Fighting Vehicle, an amphibious and armored
tracked vehicle funded by the Navy for the Marine Corps and
developed by General Dynamics;

•

F-22A, an air superiority fighter with an air-to-ground attack capability
funded by the Air Force and developed by Lockheed Martin;

•

Global Hawk, a high-altitude, long endurance unmanned aircraft
funded by the Air Force and developed by Northrop Grumman;
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•

Joint Air-to-Surface Standoff Missile, an air-to-surface missile
funded by the Air Force and developed by Lockheed Martin;

•

LPD 17, an amphibious transport ship funded by the Navy and
developed by Northrop Grumman;

•

MH-60S, a fleet combat support helicopter funded by the Navy and
developed by Sikorsky Aircraft;

•

Patriot Advanced Capability-3, a long-range high-to-medium altitude
missile system funded by the Army and developed by Lockheed Martin;

•

V-22, a tilt rotor, vertical/short take-off and landing aircraft funded
primarily by the Navy for the Marine Corps and developed jointly by
Bell Helicopter Textron and Boeing Integrated Defense Systems; and

•

Wideband Global SATCOM, a communications satellite funded by
the Air Force and developed by Boeing Integrated Defense Systems.

To evaluate each of the 11 DOD weapon systems, we examined program
documentation, such as deficiency reports and corrective action reports,
and held discussions with quality officials from DOD program offices, the
prime contractor program office, and either the Defense Contract
Management Agency or the Supervisor of Shipbuilding office where
appropriate. Based on information gathered through documentation and
discussions, we grouped the problems into three general categories:
systems engineering, manufacturing, and supplier quality. When possible,
we identified the impact that quality problems had on system cost,
schedule, performance, reliability, availability, or safety. After completing
our weapon systems reviews, we held meetings with senior quality leaders
at selected prime contractors included in our review to discuss the quality
problems we found and to obtain their views on why the problems
occurred.
To identify practices used by leading commercial companies that can be
used to improve the quality of DOD weapon systems, we selected and
visited five companies based on several criteria: companies that make
products similar to DOD weapon systems in terms of complexity;
companies that have been recognized in quality management literature or
by quality-related associations/research centers for their high-quality
products; companies that have won quality-related awards; and/or
companies that have close relationships with customers when developing
and producing products. We met with these companies to discuss their
product development and manufacturing processes, supplier quality
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activities, and the quality of selected products made by these companies.
Much of the information we obtained from these companies is anecdotal,
due to the proprietary nature of the data that could affect their competitive
standing. Several of the companies provided data on specific products,
which they agreed to let us include in this report. The companies we
visited and the products we discussed include:
•

Boeing Commercial Airplanes, a leading aerospace company and a
manufacturer of commercial jetliners. We met with quality officials in
Seattle, Washington, and discussed the quality practices associated
with the company’s short-to-medium range 737 and extended range 777
aircraft, as well as its new 787 aircraft.

•

Cummins Inc., a manufacturer of diesel and natural gas-powered
engines for on-highway and off-highway use. We met with quality
officials at their company’s headquarters location in Columbus,
Indiana, and discussed the development and quality of the ISX, a
heavy-duty engine.

•

Kenworth Truck Company, a division of PACCAR Inc. and a leading
manufacturer of heavy- and medium-duty trucks. We met with quality
officials at its manufacturing plant in Chillicothe, Ohio, which was
named Quality Magazine’s 2006 Large Plant of the Year, to discuss the
development and quality of various large trucks.

•

Siemens Medical Solutions, a business area within Siemens AG,
which is a global producer of numerous products, including
electronics, electrical equipment, and medical devices. We met with
quality officials at a company facility located in Mountain View,
California, and discussed the division’s quality practices for developing
and manufacturing ultrasound systems such as the Sequoia ultrasound
system.

•

Space Systems/Loral, one of the world’s premier designers,
manufacturers, and integrators of geostationary satellites and satellite
systems. We met with quality officials at the company’s headquarters in
Palo Alto, California, and discussed the company’s quality practices for
developing satellites such as the Intelsat IX series and iPSTAR
satellites.

To identify problems that DOD must overcome to improve the quality of
weapon systems, we reviewed processes and tools DOD can use to influence
weapon system quality. These include setting requirements, participating in
key decisions during weapon system development and production, using
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contracts to incentivize good quality, and overseeing weapon system quality
and prime contractor performance. We examined these processes and tools
for the 11 weapons programs we reviewed and discussed the use of these
processes and tools with acquisition and quality officials from the Office of
the Secretary of Defense, military services, prime contractors, Defense
Contract Management Agency, and Supervisor of Shipbuilding. We also relied
on previous GAO best practices and weapon system reports to identify DOD
actions that contributed to poor quality outcomes. A comprehensive list of
reports we considered throughout our review can be found in the related
products section at the end of this report.
We met with officials at two commercial companies that purchase
products manufactured by two of the leading commercial manufacturers
we included in this review. These companies included:
•

American Airlines, the largest scheduled passenger airline in the
world, which has purchased aircraft from Boeing Commercial
Airplanes. We met with quality officials at a major maintenance facility
located in Tulsa, Oklahoma.

•

Intelsat, a leading provider of fixed satellite services for
telecommunications, Internet, and media broadcast companies, which
purchases satellites from all major satellite manufacturers in the United
States and Europe. We met with officials in space systems acquisition and
planning at the company’s headquarters located in Washington, D.C.

Our discussions focused on (1) the companies’ roles in establishing
requirements; (2) the types of contracts they award to manufacturers and
the specificity included in the contracts in terms of quality, reliability, and
penalties; and (3) the amount of oversight they exercise over their
suppliers’ development and manufacturing activities.
To identify recent DOD initiatives that could improve weapon system
quality, we reviewed DOD’s formal response to Sections 804 and 853 of the
John Warner National Defense Authorization Act for Fiscal Year 2007. This
act requires DOD to report to the congressional defense committees on
acquisition reform and program management initiatives. We also met with
senior defense leaders to discuss the implementation status of the
acquisition reform initiatives identified in DOD’s February 2007 and
September 2007 reports to the committees and relied on a previous GAO
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report for the implementation status of planned program management
improvements.1
We conducted this performance audit from September 2006 to December
2007 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.

1

GAO, Defense Acquisitions: Department of Defense Actions on Program Manager
Empowerment and Accountability, GAO-08-62R (Washington, D.C.: Nov. 9, 2007).

Page 36

GAO-08-294 DOD Quality Management

Appendix II: Quality Problems for 11 DOD
Weapon Systems

Appendix II: Quality Problems for 11 DOD
Weapon Systems
This appendix summarizes the quality problems experienced by the 11 DOD
weapon systems we reviewed. The problems are categorized as systems
engineering, manufacturing, and/or supplier quality problems. Most of the
programs had problems in more than one of these categories. These
summaries do not address all quality problems experienced on the programs;
rather they emphasize major problems we discussed with officials from the
military services, prime contractors, and the Defense Contract Management
Agency. When possible, we include the direct impact the quality problems had
on the program, the corrective actions the prime contractor or DOD took to
address the problems, and the change in cost estimates and quantities from
the start of program development to the present.
The cost estimates were taken from DOD Selected Acquisition Reports or
were program office estimates and include DOD’s research, development,
test and evaluation (RDT&E) and procurement expenditures on a
particular program. We did not break out the portion of these funds that
were paid to prime contractors versus the amount paid to suppliers. In
addition, the change in cost estimates can be the result of a number of
factors, including the amount paid to fix quality problems, a decision to
procure more weapons, and increased labor rates or material prices.
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Figure 2: Advanced SEAL Delivery System
DOD sponsor:
Special Operations
Command

Costs in millions of dollars

Prime contractor:
Northrop Grumman
Program start:
1994

Development
Current
estimate estimatea

Change

RDT&E cost

$157

$584

+272%

Procurement cost

$139

$173

+24%

3

1

-2

Total quantity
Source: GAO analysis; U.S. Navy (photo).
a

Estimated costs through fiscal year 2008.

The Advanced SEAL Delivery System has experienced a number of problems that have degraded the boat’s reliability and
performance. Since accepting the boat in 2003, the Navy has issued contracts to Northrop Grumman valued at approximately $87
million, and much of this was to address design and reliability issues. However, continuing reliability and performance problems led to a
decision in 2006 to cancel purchases of additional boats. The Navy subsequently issued another contract to Northrop Grumman for an
estimated cost of $18 million to perform critical systems reviews and failure reviews, among other things, to improve the reliability of the
first boat. DOD has also directed the Navy and the Special Operations Command to assess alternate material solutions to fulfill
remaining operational requirements. In July 2007, the system was reinstated for System Fielding and Deployment Release. Examples
of quality problems related to systems engineering and supplier quality are highlighted below.
Quality Problems
Systems engineering

Ineffective program management by the contractor, including systems engineering deficiencies, was a
key contributor to the system’s quality problems. Navy and Special Operations Command reviews found
that the contractor had considerable difficulty interpreting the underwater shock portion of the
performance requirements, in part due to the contractor’s lack of experience in submarine design.
Further, the contractor used substandard design methodologies, resulting in an unacceptable system
design.
The Advanced SEAL Delivery System’s tail is an example of the system’s design problems. The
system’s aluminum tail was redesigned due to fatigue stresses that were revealed during mated
operations with the host submarine. The aluminum tail was not structurally adequate to meet the 30-year
tail life requirement. In 2005, the Navy awarded Northrop Grumman an $8 million contract to redesign
the tail and upgrade to titanium. The replacement tail still has not resolved all the tail assembly design
deficiencies, and the Navy has imposed operating restrictions that limit the speed of the host submarine
while transporting the boat.

Supplier quality

In 2004, during testing of tail repairs, the propeller stator, which is part of the tail section, broke off,
causing damage to the propeller. The resulting investigation attributed this failure to improper
manufacturing of the propeller stator by a supplier, as it was not done in accordance with the stated
design.
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Figure 3: Advanced Threat Infrared Countermeasure/Common Missile Warning System
DOD sponsor:
Army

Costs in millions of dollars

Prime contractor:
BAE Systems

RDT&E cost
Procurement cost

Program start:
1995

Total quantity

Development
estimate

Current
estimate

Change

$637

$798

+25%

$2,605

$4,515

+73%

3,094

3,589

+495

Source: GAO analysis; BAE Systems (photo).

The Advanced Threat Infrared Countermeasure/Common Missile Warning System is comprised of two systems initially managed by
different military services. The Air Force and Navy initially managed the missile warning system designed to detect incoming missiles;
and the Army managed the infrared countermeasure portion of the system, which employs laser energy to decoy or jam seekers on
incoming missiles. In 1995, DOD combined the two systems into a joint Army, Navy, and Air Force program. According to program
officials, the services rushed to put a developer on contract, a move that resulted in significant requirements growth and presented
major difficulties in designing the Common Missile Warning System sensor for use on both rotary wing (i.e., helicopter) and fixed-wing
aircraft. Subsequently, the Navy and Air Force dropped out of the program in 2000 and 2001, respectively.
Quality Problems
Systems engineering

Reliability problems related to the Advanced Threat Infrared Countermeasure jam head and pointing
accuracy forced the Army to halt laser testing in fiscal year 2005. As a result of these problems, fielding
of the subsystem has been delayed for 5 years until fiscal year 2010 to develop a more reliable jam
head. The program office estimated the cost of developing the new jam head at $117.3 million.
Reliability problems were caused, at least in part, by an early lack of focus on reliability. Specifically,
according to a prime contractor official, neither the prime contractor nor the government had sufficient
funding for a reliability testing program.

Manufacturing

More than 4 years after the system’s critical design review, Common Missile Warning System sensor
units were built in prototype shops, with engineers only then trying to identify critical manufacturing
1
processes. Sensor manufacturing was slowed by significant rework, and at one point was halted while
the contractor addressed configuration control problems.

1

At this point, most design drawings should be released, prototype hardware developed,
and units ready to build.
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Figure 4: Expeditionary Fighting Vehicle
Sponsor:
Marine Corps

Costs in millions of dollars

Prime contractor:
General Dynamics
Program start:
2000

Development
estimate

Current
estimate

Change

RDT&E cost

$1,569

$3,565

+127%

Procurement cost

$7,037

$9,847

+40%

1,025

593

-432

Total quantity
Source: GAO analysis; EFV Program Office (photo).

The Expeditionary Fighting Vehicle has experienced significant reliability problems in development, despite reliability being one of the
vehicle’s seven key performance parameters. The prime contractor must meet a 43.5-hours mean time between operational mission
failures requirement by fielding. The vehicle achieved only 7.7 hours between mission failures in pre-production testing, short of the 17
hours needed to be on an acceptable path for reliability growth. According to prime contractor officials, although reliability was a key
performance parameter in development, DOD decided to focus its resources during this phase on meeting requirements related to
water speed, survivability, and lethality. While this emphasis did not relieve the prime contractor of the reliability requirement, which
was to be met at full-rate production, activities aimed at meeting the reliability requirement were to take place through a reliability
growth program in which problems identified during testing would be fixed as they occurred. However, as a result of reliability problems,
DOD extended the System Development and Demonstration phase, which program officials anticipate will last an additional 4 years at
an estimated cost of $750 million. The primary focus of the extension is to redesign the system for improved reliability. The extended
development phase will focus on reliability improvements for several subsystems including the turret, hydraulics, drive train, software,
and electrical/electronics.
Quality Problems
Systems engineering

According to program officials, design problems—manifested as part and subsystem interferences at
integration and assembly points—were the primary cause of nonconformances noted during vehicle
assembly. These interferences resulted from design and engineering changes that were not always
passed to suppliers; this resulted in supplier parts not fitting into assemblies because they were produced
using earlier designs. Interferences caused assembly schedule delays and, more generally, Defense
Contract Management Agency officials said the high number of nonconformances experienced during
assembly made every development vehicle late for testing. Prime contractor officials identified specific
root causes for interference problems as:
•

tight engineering model release schedules;

•

design engineers lacked experience and did not comply with engineering standards;

•

computer model checks were inconsistently performed; and

•

space claim checks were not performed/completed between subassembly teams, resulting in
different components inadvertently claiming use of the same space.
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Figure 5: F-22A
DOD sponsor:
Air Force

Costs in millions of dollars

Prime contractor:
Lockheed Martin
Program start:
1991

Development
estimate

Current
estimate

Change

RDT&E cost

$23,820

$36,723

+54%

Procurement cost

$62,586

$35,845

-43%

648

184

-464

Total quantity
Source: GAO analysis; F-22A System Program Office (photo).

In 2002, we reported that the F-22A program initially had taken steps to use commercial best practices to design and produce the
aircraft.2 For example, the program planned to design in reliability and get critical manufacturing processes in statistical control by the
full-rate production decision. In 2000, citing budgetary constraints and specific hardware quality problems that demanded attention, the
Air Force decided to trade off producibility, reliability, and maintainability activities for performance in the system’s design and
abandoned its efforts to get manufacturing processes in control. Less than 50 percent of its critical manufacturing processes were in
control when the program entered production. Currently, the program is using post-assembly inspections to identify and fix defects
rather than statistical process control techniques to prevent them.
The program has not yet reached its reliability requirement of 3-hours mean time between maintenance actions. The Air Force
estimated, when production began in 2001, Lockheed Martin should have been able to demonstrate that the F-22A could achieve
almost 2 flying hours between maintenance actions. However, it could only demonstrate 0.66 hours, or about 40 minutes between
maintenance actions. As of October 2007, the mean time between maintenance is 1.61 hours, or about 97 minutes. For fiscal year
2008, the program has over $400 million budgeted to improve the reliability and maintainability of the aircraft. Following are some of the
more significant quality problems experienced on the system.
Quality Problems
Systems engineering

The program was structured to provide the aircraft’s full capability with the first production unit off the
line. This was an extreme design challenge and required the product design to include many new and
unproven technologies, designs, and manufacturing processes. For example, the design of the
transparency was a first for canopy systems. The program also included new low observable (stealth)
materials, integrated avionics, and propulsion technology that were not mature at the start of the
acquisition program.
The program declared the design stable and ready to begin initial manufacturing, even though only 26
percent of the eventual design drawings were completed at the critical design review. The F-22A
program did not achieve design stability, where 90 percent of drawings were complete, until almost 3
years after the critical design review. By this time, the first two development aircraft had been delivered.

Manufacturing

The program has also experienced major problems with the canopy, the transparent enclosure over an
aircraft’s cockpit. According to program officials, the program includes a first of a kind canopy, with an
external metallic stealth layer, which makes it difficult to manufacture. Program officials acknowledge the
program has addressed and corrected a number of manufacturing issues with the canopy including
cracks emanating from mounting holes in the transparency in 2000, and they maintain they continue to
incorporate improvements to the coating system in order to meet durability requirements. Another
canopy problem, unrelated to the transparency, involved a defective activator that prevented a pilot from
exiting the aircraft for 5 hours, resulting in a cost of over $100,000 in order to release the pilot and retrofit
other existing aircraft.

2

GAO-02-701.
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Supplier quality

The Air Force identified a potential major structural problem with heat treatment of titanium forgings near
the aircraft’s engine. According to program officials, the problem with the titanium was a material defect
from a subcontractor. The program office, in conjunction with Air Force Research Laboratories and the
contractor, performed a thorough review of the entire manufacturing process for the frames and
determined that the root cause was that the frames had not spent enough time at the proper temperature
during the heat treating process. An extensive structural test program was conducted to determine the
service life impact of aircraft produced with incorrectly heat treated frames. The results of the testing
showed that the frames met full durability life. The original heat treat vendor is no longer producing parts
for the F-22A program, and the program office in conjunction with Air Force Research Laboratories and
Lockheed Martin have implemented rigorous process controls at the new vendor to ensure that all
frames for future production are properly heat treated.
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Figure 6:Global Hawk Unmanned Aircraft System
DOD sponsor:
Air Force

Costs in millions of dollars

Prime contractor:
Northrop Grumman

RDT&E cost
Procurement cost

Program start:
2001

Total quantity

Development
estimate

Current
estimate

Change

$989

$3,682

+272%

$4,102

$5,774

+41%

63

54

-9

Source: GAO analysis; Northrop Grumman Corporation (photo).

The Global Hawk program began as an Advanced Concept Technology Demonstration effort in 1994. Following a successful
technology demonstration in 2001, DOD transitioned the program directly to a simultaneous development and production effort. In
2002, the program was restructured to include a more advanced Global Hawk model. Collectively, these decisions created several
challenges for the program, including quality problems, as described below.
Quality Problems
Systems engineering

The advanced Global Hawk model’s design had been expected to be very similar to the previous Global
Hawk model. However, as the design for the advanced model matured and production was about to
start, the differences between the initial model and the advanced model were more extensive, complex,
and costly than anticipated. Within a year, there were more than 2,000 engineering drawing changes to
the baseline of 1,400 drawings. More than half of the changes were considered major. Design
deficiencies, engineering changes, and work delays contributed to a $209 million overrun in the
development contract.

Supplier quality

The supplier producing the Integrated Sensor Suite, which is the primary air vehicle payload,
encountered production problems as the program transitioned from an Advanced Concept Technology
Demonstration effort to a development and production effort. During the demonstration effort, the
supplier built the sensor suite in a laboratory using a labor-intensive process. However, this process was
not efficient for a longer production effort, and the supplier struggled to meet the increased production
rates for later deliveries. Defense Contract Management Agency officials stated that the specialized test
equipment development delays resulted in approximately a four-month schedule slip in production of the
integrated sensor suite. To address this issue, the Air Force had to invest $30 million in specialized
testing equipment to help the contractor implement efficient production processes. However, this
supplier continued to experience quality problems related to workmanship and was delivering sensors
late. Starting in October 2006, the prime contractor placed an assistance team at the supplier’s facility
and addressed many of these problems.
A 2006 review of lessons learned from the Global Hawk program by prime contractor and Air Force
program personnel noted that the program had done little production planning as it began the
development and production effort. In addition, the review found that the Air Force should have included
funding in the first production estimates for specialized test equipment, which was needed to implement
efficient production processes.
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Figure 7: Joint Air-to-Surface Standoff Missile
DOD sponsor:
Air Force

Costs in millions of dollars

Prime contractor:
Lockheed Martin

RDT&E cost
Procurement cost

Program start:
1998

Total quantity

Development
estimate

Current
estimate

Change

$970

$1,407

+45%

$1,208

$3,998

+231%

2,469

5,006

+2,537

Source: GAO analysis; Joint Air-to-Surface Standoff Missile (JASSM) Program Office (JASSM-Extended Range IT-2) (photo).

The Joint Air-to-Surface Standoff Missile program entered production in December 2001; as of June 2007, more than 600 missiles had
been delivered to DOD. However, following two flight test failures in the spring of 2005, quantities for one missile production lot were
reduced and, in response to congressional concerns, DOD is focusing on increasing missile reliability. As of September 2007, the
program office has spent $39.4 million on reliability improvements. Due to increased costs and schedule delays associated with
reliability problems and development of an extended range version of the missile, the program reported a Nunn-McCurdy breach in
2006.3 According to a program official, in May 2007, DOD deferred Nunn-McCurdy certification to continue the program, pending
improvements to system reliability. Overall, DOD’s Director, Operational Test and Evaluation office recorded 25 flight test failures, 12 of
which were attributed to quality and hardware design issues. Problems related to manufacturing and supplier quality were responsible
for some test failures.
Quality Problems
Manufacturing

Wing retention devices—piston-like parts that hold the wings in the stowed position inside the missile—failed to
deploy during two flight tests, causing test failures. The parts were designed to snap in an exact location when
an electronic charge is fired, allowing wing deployment. Following the test failures the design was shown to be
adequate but the manufacturing process could not guarantee the devices would snap in the precise spot every
time. Manufacturing tolerances were subsequently changed to ensure an exact break, and this remedy was
retrofitted to some missile production lots.

Supplier quality

Malfunction of a mechanical fuse provided by a supplier was responsible for another flight test failure. Prime
contractor officials said the failure exhibited a repeat of a fuse problem experienced early in manufacturing,
which resulted in a 2004 flight test failure. That earlier failure was attributed to foreign object damage and a
corrective action was applied to missiles in production at the time. Additionally, the prime contractor has agreed
to fund replacement of affected fuses from two production lots.
Another supplier problem resulted in an April 2005 test failure involving a part needed to move the tail and
wings into flight position. This problem, which originally surfaced prior to a planned mission the previous year,
resulted from a supplier employee not following work instructions. The missile fleet was inspected at that time;
but, following a review of the flight failure, the program office and prime contractor determined the criteria used
for the inspection was inadequate. As a result, the prime contractor instituted a more robust inspection process
at the supplier for future production.

3

10 U.S.C. § 2433 establishes the requirement for unit cost reports. If certain cost
thresholds are exceeded (known as unit cost or Nunn-McCurdy breaches), DOD is required
to report to Congress and, in certain circumstances, certify the program to Congress.
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Figure 8: LPD 17 Amphibious Transport Dock
DOD sponsor:
Navy

Costs in millions of dollars

Prime contractor:
Northrop Grumman

RDT&E cost
Procurement cost

Program start:
1993

Total quantity

Development
estimate

Current
estimate

Change

$97

$137

+41%

$11,025

$13,557

+23%

12

9

-3

Source: GAO analysis; U.S. Navy (PMS 317, PEO Ships).

According to the program office the LPD 17 Amphibious Transport Dock, which was delivered to the Navy in July 2005, has
experienced numerous quality problems of varying degrees that significantly impacted the ship’s mission. These problems contributed
to a delay of 3 years in the delivery of the ship and a cost increase of $846 million. According to Navy program officials, some of the
problems are typical of those of a first ship of class production. Many of the problems can be attributed to systems engineering,
manufacturing, and supplier issues as noted below.
In June 2007, the Secretary of the Navy sent a letter to the Chairman of the Board of Northrop Grumman expressing his concerns for
the contractor’s ability to construct and deliver ships that conform to the quality standards maintained by the Navy and that adhere to
the cost and schedule commitments agreed upon. Northrop Grumman’s Chairman acknowledged that the company was aware of the
problems and is working on improving its processes.
Quality Problems
Systems engineering

Many of the system engineering problems on the LPD 17 can be attributed to the software-based design
tool used by the contractors. The contractor selected a 3-D model to fulfill Navy requirements, the
Integraph software package, which had been used in large construction efforts but not fully adapted for
shipbuilding. It was intended for workers to design systems and extract drawings from this 3-D model.
The modification of this design tool, at the same time the ship was under design, caused delays in the
release of production drawings. According to the program office, Northrop Grumman experienced some
difficulty in acquiring and training qualified personnel to use the system. Consequently, the program
experienced higher than expected engineering hours due to a large number of design drawings that
required rework. Design rework also affected the sequencing of work being done on the ship as well as
the accuracy of that work. Northrop Grumman Ship Systems officials stated that completing design work
after beginning ship construction affects both the work schedule and the quality of work.
The LPD 17 also encountered a problem with the isolators on titanium piping. The isolators are used to
separate different types of metals to keep them from corroding. The problem was discovered in 2006,
about a year after the launch of the first ship. According to DOD program officials, the titanium piping is
used throughout the ship because it is lighter than the traditional copper-nickel piping and has a longer
service life. However, it has not been used much in naval surface ships or by the American shipbuilding
industry, and therefore required new manufacturing and installation processes. According to the program
office, these processes were being developed as Northrop Grumman Ship Systems was building the
ship. In addition, designs for the piping hangers, which hold the piping in place, as well as tests of the
isolators were subsequently delayed. When the titanium piping on the ship was changed, the hanger
design had to be modified as well. The final hanger design was not completed until about 90 percent of
the titanium piping was already on the ship, which resulted in additional rework and schedule delays.
The LPD 17 Class has had problems associated with its steering system as well. Hydraulic fluid
contamination occurred during system flushing. System flushing is completed in order to clean out a
system and involves running fluid throughout the piping. Additionally, there were problems in keeping air
out of the system. After investigation, several steps were taken to mitigate these issues including
installing additional filters, modifying the flushing procedures, and modifying the system design.
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Manufacturing

The ship encountered problems with faulty welds on P-1 piping systems, a designation used in hightemperature, high-pressure, and other critical systems. This class of piping is used primarily in hydraulic
applications in engineering and machinery spaces. P-1 piping systems require more extensive weld
documentation than other pipes as they are part of critical systems and could cause significant damage
to the ship and crew if they failed. Welds of this nature must be documented to ensure they were
completed by qualified personnel and inspected for structural integrity. Further investigation revealed
that weld inspection documentation was incomplete. As a result, increased rework levels were
necessary to correct deficiencies and to re-inspect all the welds. Failure to complete this work would
have increased the risk of weld failure and potentially presented a hazard to the ship and crew.
According to the program office, a contributing factor was turnover in production personnel and their lack
of knowledge on how to complete the proper documentation.
The program is also experiencing problems with non-skid applications, a type of coating used on the
ship. The non-skid application is different from traditional surface coatings in that it creates a rough
surface when it has dried. This is particularly important on a ship because it provides increased traction
when wet as opposed to traditional surface coatings. One problem the program encountered with this
particular type of coating was in preparation. When applying non-skid application, it is important to have
a clean surface free of dirt and debris. Additionally, high humidity levels found along the Gulf Coast,
where the ship was built interfere with the bonding process and require dehumidification. These
conditions have been difficult to consistently achieve in a construction environment. As a result, the nonskid would not adhere properly and began to peel away. As of November 2007, no change in process
has occurred.

Supplier quality

The ship program also experienced numerous supplier quality problems. For example, an inspection
completed in March of 2007 identified the reverse osmosis units, which provide drinkable water to the
crew, as one of the most troubled systems onboard the ship. At the time of the inspection, one of the
three units was out of commission, one was unable to produce to capacity, and one was operational but
unreliable. In this condition, the ship would not be able to support embarked troops for extended periods
at sea and, as a result, the mission of the ship would be limited. During the design phase, it was
determined that currently available reverse osmosis units could not meet the ship’s output requirements.
Therefore, a new design was developed specifically for the LPD 17 Class. Problems with the reverse
osmosis units were caused by premature failures of some mechanical and electrical components.
According to the Navy program office, the supplier of the ship’s reverse osmosis units did not use parts
rugged enough for the ship’s needs. This supplier is providing reverse osmosis units for all ships in the
LPD 17 Class. Consequently, the LPD 18 and LPD 19 will need to have their units reworked as well.
According to the program office, the vendor is now using more rugged parts and will provide properly
working units for the LPD 20, the fourth ship to be delivered in this class, and all subsequent ships.
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Figure 9: MH-60S Fleet Combat Support Helicopter
DOD sponsor:
Navy

Costs in millions of dollars

Prime contractor:
Sikorsky Aircraft

RDT&E cost
Procurement cost

Program start:
1998

Total quantity

Development
estimate

Current
estimate

Change

$85

$654

+666%

$3,246

$7,212

+122%

166

267

+101

Source: GAO analysis; H-60 program office.

The MH-60S is currently in production. In recent years, Sikorsky began to outsource some of its production work, and subsequently
experienced problems related to the outsourcing of more complex assemblies to suppliers. An example of a problem related to the
outsourcing of MH-60S cabin production is below.
Quality Problems
Manufacturing

The supplier building the cabin assemblies had to scrap two major assemblies for the helicopter cabins, and
the program experienced approximately a 6-month delay in the delivery of the cabins. According to program
office officials, these problems occurred because of inadequate work instructions for producing the cabins.
Sikorsky sent the subcontractor its drawing packages and work instructions for the cabins, but due to the
poor quality of this information, the subcontractor was not able to build the cabins properly. Initially, Sikorsky
had planned to have a parallel production line with the subcontractor. However, Defense Contract
Management Agency officials stated that Sikorsky discontinued the parallel production line after the supplier
had built only a few cabins. Sikorsky officials said that the company did not provide enough overlap in the
production line to ensure a smooth transition.
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Figure 10: Patriot Advanced Capability-3
DOD sponsor:
Army

Costs in millions of dollars

Prime contractor:
Lockheed Martin
Program start:
1994

Development
estimate

Current
estimate

Change

RDT&E cost

$2,593

$3,932

+52%

Procurement cost

$2,357

$5,665

+140%

1,200

969

-231

Total quantity
Source: GAO analysis; PAC-3 Product Office, Lower Tier Project Office.

When the Patriot Advanced Capability-3 program was initiated, the development contract did not require the prime contractor to have
commercial quality standard certification. According to program officials, the contract’s reference to quality standards was for guidance
only. Since the program went into production in 1999, it has experienced a number of problems with the seeker (target finding) portion
of the missile. Below are some examples of these problems.
Quality Problems
Systems engineering

During flight testing in November 2005, two missile seekers reset shortly after launch causing the
missiles to fail to intercept their targets. These failures resulted from a design issue involving
requirements passed from the prime contractor to the seeker manufacturer that did not contain a
sufficient design margin. The Army paid for a failure analysis review as well as a short-term software fix
to mitigate the effects of a potential future seeker reset. Related hardware improvements will cost up to
$2.1 million.

Manufacturing

We reported that in low-rate production only 25 percent of the missile’s seekers were being
manufactured correctly the first time, with the rest being reworked on average four times before being
acceptable.4 Additionally, prior to entering production only 40 percent of the missile’s manufacturing
processes were in control. In an effort to boost seeker first-pass yield rates, the Army agreed to pay an
estimated $24 million for equipment to test subcomponents before integration into the seeker. This
equipment has helped identify problems earlier in the manufacturing process and improve first-pass
yield rates to 90 percent.

Supplier quality

In the spring of 2006 a supplier producing a seeker component acted without authority in acceptance of
non-conforming hardware. One program official attributed this in part to the supplier having formerly
operated in a development environment in which procedures for material acceptance differ from those
followed during production. The supplier involved has also experienced other problems, some involving
manufacturing and poor workmanship issues. As a result of problems experienced by this supplier, its
production facility was temporarily shut down, causing a 6-month schedule slip and delaying delivery of
about 100 missiles.

4

GAO-02-701.
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Figure 11: V-22 Joint Services Advanced Vertical Lift Aircraft
DOD sponsor:
Navy

Costs in millions of dollars

Prime contractor:
Bell Helicopter Textron and
Boeing Integrated Defense
Systems

Procurement cost

Program start: 1986

Total quantity

RDT&E cost

Development
estimate

Current
estimate

Change

$4,033

$12,474

+209%

$33,823

$42,088

+24%

913

458

-455

Source: GAO analysis; V-22 Joint Program Office.

The V-22 is currently in production. The program has experienced four crashes throughout its development and production, three of
which resulted in casualties. Quality issues related to design were a contributor in one of these fatal crashes, as described below.
Quality Problems
Systems engineering

In 2000, a low-rate initial production aircraft crashed during a training mission. This crash killed the four
Marines aboard the flight, and, as a result, the Navy and the Marine Corps suspended program flight
operations from December 2000 to May 2002. An investigation into the crash attributed the accident to
a combination of a hydraulic line failure and a flight control software problem. While neither the
hydraulic line failure nor the software problem alone would have caused the accident, the combination
of the two problems resulted in a loss of flight control. The hydraulic line failure was due to chafing of
the line on a wire harness in the nacelle, which is the portion of the aircraft that tilts or rotates in order to
convert from helicopter to aircraft operations. The accident investigation also noted that hydraulic line
chafing was a repeated problem among aircraft, citing various Airframe Bulletins, Hazardous Material
Reports and Quality Deficiency Reports from June 1999 through February 2001 that described a
chafing problem of wire bundles and hydraulic lines in the aircraft nacelles. The Navy program office
established Integrated Product Teams to identify the hydraulic system challenges facing the V-22. They
concluded that chafing due to insufficient clearances among components, installation flaws, and
variances among aircraft were all problems affecting the hydraulic lines in the nacelles.
The program subsequently completed a redesign to address system separation, including the hydraulic
system design, hydraulic tubing, wire harnesses, and fuel system. These design changes were
incorporated into what are known as “Block A” aircraft. The program office estimated that the recurring
costs of the engineering change proposals to the aircraft design for the Block A aircraft was
approximately $165 million.
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Figure 12: Wideband Global SATCOM
DOD sponsor:
Air Force and Army

Costs in millions of dollars

Prime contractor:
Boeing Integrated Defense
Systems
Program start: 2000

Development
estimate

Current
estimate

Change

RDT&E cost

$203

$332

+63%

Procurement cost

$929

$1,699

+83%

3

5

+2

Total quantity
Source: GAO analysis; WGS Program Office.

The Wideband Global SATCOM acquisition is commercial in nature, with the satellite design based on an existing satellite
manufactured by the prime contractor. As such, the program entered production in November 2000 with mature technologies; however,
supplier problems have delayed initial operational capability by 18 months. The first of the five satellites was launched in October 2007,
4 months later than expected.
Quality Problems
Manufacturing

Power dividers are located in the transmit phased array and in the receive phased array. The dividers, which
split power between the separate elements that make up the arrays, failed hot and cold electrical performance
tests resulting in a 6-month schedule slip for the program. An in-orbit power divider failure could result in the
loss of one of its eight shapeable beams. This problem was caused by circuit traces that cracked in the
manufacturing process. The problem was resolved by the prime contractor changing suppliers and improving
processes for manufacturing the power dividers.

Supplier quality

During replacement of a subcomponent on the first satellite, the prime contractor discovered that certain
fasteners were installed incorrectly. As a result, 1,500 fasteners on each of the first three satellites had to be
inspected or tested and 148 fasteners on the first satellite had to be reworked. The DOD program office
reported that the resulting 15-month schedule slip would add rework and workforce costs (to be borne by the
contractor) to the program and delay initial operating capability by 18 months. A prime contractor official
estimated the impact to the program was at least $10 million. The problem resulted from a supplier not testing
installed fasteners as required.
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Iraq: Vinnell's Army on the Defensive
by Steven Rosenfeld, TomPaine.com
January 21st, 2004
Forget Halliburton. The vice president's former company may keep getting the headlines for its hefty contracts in Iraq and
Pentagon overcharging, but it's not the private company that's so badly botched the training of the new Iraqi Army that the
Jordanian Army has been hastily brought in to finish the job.
That firm is Vinnell Corp. of Alexandria, Va., owned by politically connected Northrop-Grumman. Its errors in training a new Iraqi
Army have undermined the creation of one of the most important institutions in a post-Saddam Iraq—a national army, senior
American intelligence and military analysts say.
The big risk is the failure to rapidly reconstitute a competent new Iraqi Army may create a scenario akin to Afghanistan, where the
countryside is dominated by rival militias and the reach of the central government—and its nascent military—is marginal at best.
Add to that election year politics in the United States, where there will be pressure to withdraw some American forces, and the
outlook on the ground in Iraq is increasingly volatile.
With Congress approving $87 billion for the occupation, could Vinnell's $48 million contract really be that critical? The answer is
yes, according to former senior CIA and Defense Intelligence Agency officers and think tank experts on military contracting.
Experts all say Vinnell's assignment far outweighed its monetary value.
"This whole thing is just nuts," said a retired Defense Intelligence Agency officer long based in the region. "All you had to do was
take a Special Forces battalion based at Ft. Bragg and train the Iraqi Army. They do it one unit a time...Instead, we have created a
potential for civil war."
The Vinnell story began with the occupation's administrators, the Coalition Provisional Authority (CPA), disbanding the Iraqi Army.
Even though the U.S. military had waged a 12-year propaganda campaign following the Persian Gulf War encouraging Iraqi
soldiers to not fight against any American military action—and implying they would be rewarded for doing so—the CPA decided to
create a new Iraqi Army from scratch. Many trained Iraqi soldiers felt let down, if not betrayed, and did not join the new military
force.
"We broke our side of the bargain, because we dismantled them and didn't have a plan," said Peter Singer, a Brooking Institution
expert on private military contractors. This past summer, Vinnell won a one-year contract to train 9 battalions of 1000 men each for
the new Iraqi army. For decades, Army Green Berets have handled that work. But under Secretary of Defense Donald Rumsfeld,
these and other special forces troops have been given new roles, more akin to military shock troops. Generals stationed in Iraq
have told reporters that special forces troops in the region were already stretched too thin to train the new Iraqi army.
What emerged was typical of the Iraq occupation: a planning vacuum. While Pentagon and CPA officials were scurrying for
solutions, defense contractors sensed a bonanza and went to the military with proposals to solve the occupation's problems.
Daniel Winter, president of Northrop-Grumman's Mission Systems segment told Defense Week in November that the money the
Bush administration will spend on retraining the Iraqi Army was a "wild card" and all—but boasted that they went to the Pentagon
with a proposal and contract in hand.
"We sort of have to tell you we anticipated there would be needs of this nature, so we had been looking at it," he said. Add to that
Northrop-Grumman's $8.5 million in federal campaign contributions from 1990-2002, and you can see how the politically
connected company could gain access to military officers with contract-making powers.
Vinnell's top selling point was it had trained elements of Saudi Arabia's National Guard for 25 years. Indeed, the Saudi apartment
complex housing Vinnell workers was attacked last spring in an attack killing 35 people. Vinnell's record sounded good in
Washington —here's a company with knowledge and a track record of working with Arabic-speaking soldiers. But defense and
intelligence analysts who have worked in the Persian Gulf were quick to say otherwise. Vinnell's assignment in Iraq, they said, was
different from its role in Saudi Arabia, where it interacted with high-level officers and helped with war games and big-picture
operational planning. Vinnell started recruiting soldiers for the new Iraqi Army in August. In December, when its first battalion was
slated to assist U.S. forces with basic tasks, the Army admitted that 480 of the 900 men in the unit had deserted. Some desertions
are to be expected. That is the case in Afghanistan, where the United States, British and French militaries are now training that

country's new army. The reported reasons for the Iraqi desertions were low pay, inadequate training, faulty equipment and ethnic
tensions.
Retired special forces soldiers who have conducted this type of training grimaced when they read press accounts of the
desertions, including interviews with soldiers. What was clear to them was Vinnell's approach was more akin to college instruction
than military boot camp. Basic training discipline was lacking under Vinnell, according to accounts given by Iraqi trainees or
deserters, who were not punished by U.S. military officials.
By early December, senior officials based in Baghdad decided a new approach was needed, even though Vinnell had been paid
$24 million—half its contract—and had subcontracted some of that work to other American private military companies.
"They abandoned the Vinnell approach," said a Washington Post defense reporter who has been in Iraq. "They realized they
needed to stand up a larger force more quickly. They said you can do some of it, but use the Jordanians to train the officers and
others [private subcontractors] to do the NCOs (non-commissioned officers). They just let Vinnell keep their contract."
Northrop-Grumman's Daniel Winter put the best face on a changing situation, telling Defense Weekly, "Everyday we hear new
reports of whether there's an expansion of the (training) activity, a need for larger forces, or the inclusion of coalition partners as
part of the training."
Winter's comments are true—training needs to be expanded and expedited, and having allies participate in raising a new Iraqi
Army is essential. But it ignores larger realties on the ground and the risks and implications of squandering many months of
training. After all, the country's new Army is not being raised in a vacuum.
There are potentially competitive paramilitary forces on the ground in Iraq—for pipeline security, civil defense, civilian police and
militias associated with political parties—and these, when thrown into a mix with a sputtering Iraqi army, is "worrying and
dangerous," Singer said. "The model we are following is Afghanistan and I mean that in a negative way. We went in, toppled a
regime, and left. We made a big to-do about creating an Afghan Army. Two years later, it's the weakest army on the ground."
Singer believes the United States is "in the process of making compromises to declare victory." Despite a full troop rotation among
American forces early in 2004, Secretary of Defense Rumsfeld has said 30,000 troops will be returning in May. "That takes away
one of the last remaining rationales to do the war, if we compromise on creating something better for the region—if you build a
weak, democratic state," he said.
A retired senior CIA analyst went even further, saying the hasty introduction of the Jordanians to train Iraqi soldiers was "proofpositive the Bush people want to get the hell out by next summer, no matter what."
Other observers, however, said the presence of Jordanians was positive. Jordan was a moderate regime. Its military is modern
and professional, and it was perhaps the only country in the region that legitimately could draw on pan-Arabic sentiment without
negative political or cultural repercussions inside Iraq. Turkish soldiers, while under NATO command, would not be accepted by
the Iraqi Kurds, for example.
Moreover, Jordanian troops have also trained elements of the Saudi National Guard—lower-level, rank-and-file troops—in contrast
to those assisted by Vinnell. And Jordan has become involved in a range of nation-building projects in Iraq, also assisting with
training new Iraqi police and with social services. In exchange, Jordan will receive oil from Iraq at subsidized prices, which will help
its struggling economy.
"It's not a bad thing," the Washington Post defense reporter said, referring to Jordan. "They did these contracts quickly. Grab the
people you know. Throw money at them. My hunch is you will find they threw $50 million down the toilet, quickly getting it to
Vinnell. Upon a month or two or reflection, they will try another approach."
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Northrop Grumman Agrees to Pay $12.5 Million to
Settle Civil False Claims Act Case Alleging Test
Violations
U.S. Attorney’s Office
June 23, 2010

Central District of California
(213) 894-2434

LOS ANGELES—Northrop Grumman Systems Corporation has paid the United States $12.5 million to
settle allegations that it knowingly submitted false claims to a number of government agencies in
connection with electronic parts the company purchased for use in the manufacture of navigation systems
for military airplanes, helicopters, submarines and certain equipment used in space.
A “whistleblower” lawsuit alleged that Northrop’s Navigation Systems Division, based in Woodland Hills,
California, failed to test certain commercial-grade electronic components that it had purchased for use in
the manufacture of navigation systems. The tests were supposed to ensure that the components would
function at the extreme temperatures required for military and space uses. The agencies affected by
Northrop’s alleged misconduct include the Navy, the Army, the Air Force, the Defense Logistics Agency,
the National Aeronautics and Space Administration, the Coast Guard and the Forest Service.
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The agreement resolves claims made in a qui tam lawsuit filed against Northrop in May 2006 in United
States District Court in Los Angeles by Allen Davis, a former quality assurance manager at Northrop’s
Navigation Systems Division facility in Salt Lake City. Davis’ lawsuit alleged that Northrop failed to
comply with testing requirements set forth in a November 1998 protocol for the use of commercial parts
in military systems. Northrop’s alleged failure to conduct the proper tests continued from November 1998
until February 2007. The government investigated Davis’ allegations and elected to intervene in the
lawsuit for the purpose of settling it. The United States negotiated the settlement, and, as a result of filing
the original lawsuit, Davis will receive $2,375,000 from the settlement.
Northrop paid the settlement amount last Friday. United States District Judge Otis D. Wright II approved
the settlement and finalized the case when he dismissed the lawsuit on Monday.
Northrop agreed to resolve the allegations without an acknowledgment of wrongdoing.
This case was handled jointly by the United States Attorney’s Office and the Justice Department’s Civil
Division. The attorneys who handled the case received considerable assistance from the Defense Criminal
Investigative Service, the Naval Criminal Investigative Service, the Army Criminal Investigative Division,
the Air Force Office of Special Investigations, the NASA Office of the Inspector General, and the Defense
Contract Audit Agency, Regional Investigative Services Division.
This case was investigated as part of a National Procurement Fraud Initiative. In October 2006, the
Deputy Attorney General announced the formation of a National Procurement Fraud Task Force designed
to promote the early detection, identification, prevention and prosecution of procurement fraud
associated with the increase in government contracting activity for national security and other
government programs.
The Procurement Fraud Task Force is chaired by the Assistant Attorney General for the Criminal Division
and includes the Civil Division, the U.S. Attorneys’ Offices, the FBI, the U.S. Inspectors General
community and a number of other federal law enforcement agencies. This case, as well as others brought
by members of the task force, demonstrate the Justice Department’s commitment to helping ensure the
integrity of the government procurement process.
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Executive Summary
The U.S. Government spent approximately $235 billion on goods and services for fiscal year 2001, making it the largest consumer in
the world. These expenditures were awarded for contracts to purchase anything from Air Force aircraft to food services.
Current policies prescribe that taxpayer dollars only be awarded to "responsible" contractors that have a satisfactory record of
"integrity and business ethics." An investigation completed by POGO confirms that this is not always the case.
POGO's report on this investigation provides an overview of the business ethics of companies that receive the lion's share of
government contracts; the top 43 contractors of fiscal year 1999 that received over 45% of all contract dollars awarded that year.
POGO compiled administrative, civil, and criminal violations and alleged violations for the companies examined using a wide variety
of sources including the Justice Department, Inspector Generals, and legal documents. POGO also includes cases and settlements
where a company was found to be a responsible party, as defined under the Superfund legislation, for the cleanup of hazardous
substances at Superfund sites.
POGO's research has identified that since 1990:
The total amount of fines/penalties, restitution, settlements, and Superfund cleanup costs for the 43 contractors examined
totaled approximately $3.4 billion.
Sixteen of the 43 contractors examined have been convicted of a total of 28 criminal violations; four of the top 10 have at
least two criminal convictions.
Yet, only one of the 43 contractors has been suspended or debarred from doing business with the government. This
suspension action, against General Electric's Aircraft Division, lasted only five days after they pled guilty to diverting
millions of dollars from the U.S. Foreign Military Aid Program to finance the sale of F-16 engines to Israel.
POGO found that large contractors enjoy an unfair advantage over smaller contractors in navigating the federal government's
suspension and debarment system, the process whereby unethical companies are prevented from doing business with the
government for a period of 18 months to 3 years. Repeat violations should be grounds for being suspended or debarred. However,
according to debarment officials interviewed for this study, larger contractors have the financial means, plus high-priced attorneys,
that enable them to avoid suspension or debarment.
Some companies in particular have mastered manipulation of the system despite repeated misconduct. Here is a summary of the
track records for repeat offenders from 1990-2002:
General Electric: 63 instances of misconduct or alleged misconduct resulting in approximately $982.9 million in
fines/penalties, restitution, settlements, and Superfund cleanup costs.
Lockheed Martin: 63 instances of misconduct or alleged misconduct resulting in approximately $231.9 million in
fines/penalties, restitution, settlements, and Superfund cleanup costs.
Boeing: 36 instances of misconduct or alleged misconduct resulting in approximately $358 million in fines/penalties,
restitution, and settlements.
Raytheon: 24 instances of misconduct or alleged misconduct resulting in approximately $128.7 million in fines/penalties,
restitution, and settlements.
Fluor: 19 instances of misconduct or alleged misconduct resulting in approximately $70 million in fines/penalties, restitution,
and settlements.
Lack of information about the track records of contractors is a major obstacle in making suspension and debarment decisions. There
is no centralized comprehensive database containing the information POGO has compiled about federal contractors. Debarment
Officials do not have the time or resources to pull this information together. Lack of information compromises the government's ability
to make informed contracting decisions. Click here for POGO's compilation of data of the misconduct and alleged misconduct of 43
of the government's top contractors.

Summary of Recommendations

1. Create a Centralized Database of Information. A single federal agency should maintain the database which could be consulted
before awarding a contract or making a suspension or debarment decision. The database should include information such as civil
judgements, criminal convictions, settlements, fines and Superfund cleanup costs imposed on contractors.
2. Contractor Disclosure. Require contractors to disclose current suspensions or debarments, litigation initiated against them on
either the federal or state level in the past three years, and any Administrative Agreements they are currently implementing.
3. Fair and Equal Application of the Federal Acquisition Regulation. Debarment Officials should use suspension and debarment
actions equally against large and small contractors.
4. Amend the Federal Acquisition Regulation. A suspension or debarment should be mandatory for a contractor who is either
criminally convicted or has had a civil judgment rendered against them more than once in a three year period. In the case of repeat
civil settlements, consent decrees, and administrative actions over a three year period, a suspension or debarment action should be
decided upon by the leadership of the Interagency Committee on Debarment and Suspension, along with the appropriate agency
Debarring Official.
5. Empower the Interagency Committee on Debarment and Suspension. The chair of this committee should have the authority
to coordinate which federal agency takes the leadership role in a suspension or debarment case, based on the jurisdiction of the
agency. The committee should also be required to submit semiannual reports to Congress regarding the suspension and debarment.
6. Improve the General Service Administration's List of Parties Excluded from Federal Procurement and Nonprocurement
Programs ("GSA List"). Require this list, which only lists presently suspended or debarred contractors, to archive past suspensions
and debarments.

Introduction
"If any one case cries out for debarment, this is the case. If ever the American people deserve to be protected from the type of
reckless and potentially life-threatening conduct, this is it."
-- Letter from William F. Fahey, Assistant United States Attorney for the Central District of California, to Kevin Vincent, United
States Air Force, regarding the Northrop Corporation, March 13, 1990.
On February 27, 1990, the Northrop Corporation pled guilty to 34 counts of falsification of tests on
the nuclear armed Air Launch Cruise Missile (ALCM) and the Harrier aircraft. The company paid a
$17 million criminal fine. The falsification of the ALCM testing was so serious that three years after
the discovery, the Air Force had no hope that the missile would work in combat. This case is one
example of abuses committed by federal contractors against the government and the U.S.
taxpayers. Despite the seriousness of Northrop's crime, Northrop was neither suspended nor
debarred from doing business with the government.
The Project On Government Oversight's (POGO) research has shown that the federal government continues to do business with
companies that repeatedly violate laws and regulations, despite rules specifying that, "Purchases shall be made from, and contracts
shall be awarded to, responsible contractors only."1 "To be determined responsible, a prospective contractor must have a
satisfactory record of integrity and business ethics."2 In order to protect the government's interest, agencies have the authority to
suspend or debar non-responsible contractors from receiving future government contracts, government-wide, for a specified time
period.
POGO has been investigating the effectiveness of the federal government's procedures for suspending and debarring contractors
that break laws, rip-off the government, or engage in other unethical behavior. This report summarizes the findings of that
investigation. Common sense, not to mention the law, dictates that the federal government should not do business with companies
that have a history of unethical behavior in their dealings with the government and the public. Moreover, 13 of the 43 companies we
examined appear not to have repeatedly violated laws or regulations, countering the perception that violating laws and regulations is
a necessary part of doing business.
On March 15, 2002, the General Service Administration (GSA) rightfully suspended Enron and Arthur Andersen from contracting
with the federal government.3 Neither of these corporations have long histories of violating the law, as do some of the government's
top contractors we examined in this report. However, those companies, which have worse track records, have neither been
suspended nor debarred.

Summary of Methodology

This report provides a broad overview of the business ethics of companies that receive the lion's share of government contracts; the
top 43 contractors for fiscal year 1999 received 45% of all contract dollars awarded that year.4 These 43 contractors are made up of
the top 20 contractors for fiscal year 1999,5 based on total contract dollars received, and the top five contractors of each of the
government's top 10 agencies, based on total contract dollars awarded by each agency. Because many of these contractors
appeared more than once, the total number of contractors added up to 43. The total contract dollars that are awarded to a company
include contracts awarded to specific divisions and subsidiaries of that company as well as joint ventures.6
The data compiled for this report pertains to misconduct and alleged misconduct, occurring between 1990 and 2002, committed by
these companies and their subsidiaries. This includes actions brought by the government and private parties. ThIs misconduct and
alleged misconduct pertains to a broad spectrum of laws and regulations such as Wrongful Death; False Claims Act; Arms Export
Control Act; Antitrust; Truth In Negotiations Act (TINA); and others. POGO also cites cases and settlements where a company was
found or alleged to be a responsible party, as defined under the Comprehensive Environmental Response, Compensation, and
Liability Act (CERCLA), at Superfund cites. POGO does not cite Occupational, Safety, and Health Act (OSHA) misconducts or
National Labor Relations Board (NLRB) decisions in the report or database.
POGO's data is, by necessity, incomplete, as there is no official central repository of information about violations committed by
contractors. Therefore, for this investigation a myriad of public records were searched for primary source data. POGO contacted
every company that was examined in this report to verify our data and allow them to submit comments to be included in the report.
POGO received ten responses; eight sent written responses that can be viewed in Appendix A. Listed below are the 43 contractors
we examined for this report. Following this list are two charts showing the top contractors' percentage of overall contract dollars for
FY 1999. For more information on methodology see Appendix B. Click here to see POGO's database of detailed information on
misconduct and alleged misconduct of these 43 contractors.

Top 43 Government Contractors

CONTRACTOR

CONTRACT AWARDS

MISCONDUCT

FINES/PENALTIES;

& ALLEGED

RESTITUTION;

MISCONDUCT

SETTLEMENTS

$673,347,000

14

$16,090,000

New York, NY

$544,023,000

0

$0

Thorofare, NJ

$124,567,000

8

$208,195,500

Decatur, IL

$1,617,447,000

4

$1,524,858

San Francisco, CA

$224,885,000

0

$0

Brentwood, TN

FOR FY 1999*

HEADQUARTERS

1. American
Telephone &
Telegraph (AT&T)
2. Amerisource
Distribution
3. Archer Daniels
Midland (ADM)
4. Bechtel Group
5. Bell Construction
6. Bindley Western

$215,032,000

3

$20,700,000

Dublin, OH

$14,217,112,000

36

$357,973,000

Chicago, IL

$169,096,000

0

$0

Lockport, LA

$1,315,374,000

1

$40,119

Pasadena, CA

$122,807,000

0

$0

Memphis, TN

$368,659,000

8

$102,001,000

Minneapolis, MN

$1,621,110,000

8

$32,820,000

Washington, DC

$125,192,000

0

$0

Bethesda, MD

$214,122,000

2

$4,500,000

Houston, TX

$1,685,208,000

6

$10,258,730

El Segundo, CA

$279,346,000

9

$14,967,557

Omaha, NE

$423,618,000

0

$0

Pittsburgh, PA

18. Crane Company

$134,882,000

0

$0

Stamford, CT

19. DynCorp

$909,574,000

2

$1,850,000

Reston, VA

7. Boeing
8. Bollinger
Shipyards
9. California Institute
of Technology
10. Cal Western
Packaging
11. Cargill
12. Carlyle Group
13. Clark Enterprises
14. Compaq
Computer
15. Computer
Sciences
16. ConAgra
17. Cordant
Technologies

20. Electronic Data
Systems (EDS)
21. Fluor
22. General
Dynamics
23. General Electric
24. Goldman Sachs
25. Honeywell

$576,464,000

4

$2,641,500

Plano, TX

$1,117,956,000

19

$70,016,614

Aliso Viejo, CA

$4,747,711,000

8

$61,255,894

Fall Church, VA

$1,584,999,000

63

$982,859,555

Fairfield, CT

$402,971,000

3

$40,214,890

New York, NY

$1,415,988,000

10

$28,813,616

Morristown, NJ

$612,012,000

4

$8,865,000

White Plains, NY

$394,605,000

0

$0

Charlotte, NC

26. International
Business Machines
(IBM)
27. Jones Group
28. JP Morgan

$102,390,000

0

$0

New York, NY

29. Litton

$2,254,289,000

8

$111,464,600

Los Angeles, CA

30. Lockheed Martin

$19,028,600,000

63

$231,872,404

Bethesda, MD

$1,561,426,000

3

$63,000,000

Boise, ID

$3,509,571,000

21

$87,876,581

Los Angeles, CA

$226,343,000

0

$0

Martin, SD

$147,741,000

0

$0

Alexandria, LA

$7,767,012,000

24

$128,652,919

Lexington, MA

$128,213,000

0

$0

$2,116,558,000

4

$4,299,850

San Diego, CA

$1,426,510,000

9

$22,231,000

Providence, RI

$2,498,627,000

16

$389,484,000

Cleveland, OH

$634,583,000

12

$182,245,692

Blue Bell, PA

$2,663,556,000

18

$214,836,860

Hartford, CT

$3,210,904,000

12

$30,040,739

Oakland, CA

$249,961,000

0

$0

Rockville, MD

31. Morrison
Knudsen
32. Northrop
Grumman
33. Doug O'Bryan
Contracting
34. Ratcliff
Construction
35. Raytheon
36. Research Triangle
Institute

Research Triangle
Park, NC

37. Science
Applications
International Corp.
(SAIC)
38. Textron
39. Thompson Ramo
Wooldridge (TRW)
40. Unisys
41. United
Technologies
42. University of
California
43. Westat

TOTAL
*Data from 1999 is used to remain consistent with report methodology.

See Appendix C for Company Web Sites

$3,431,592,478

Suspension and Debarment Under the Federal Acquisition System
"Debarment reduces the risk of harm to the system by eliminating the source of the risk, that is, the unethical or incompetent
contractor."
-- Summary Judgment from Caiola v. Carroll7
The United States Government spent approximately $235 billion on goods and services for fiscal year 2001. These contracts were
awarded for anything from Air Force fighter aircraft to food services. One of the responsibilities of the government is to make sure
that these contracts are awarded to "responsible" contractors that have a satisfactory record of "integrity and business ethics."8 It is

in the government's interest, as well as that of the taxpayers, to award contracts to companies that do not repeatedly violate federal
laws. Although suspension and debarment cannot be used as a tool to punish a contractor charged with wrongdoing, the regulation
states that it should be used "in the public interest for the Government's protection."9
The government's Federal Acquisition Regulation (FAR) and the Defense Federal Acquisition Regulation Supplement (DFARS) are
the guidelines that government officials use in deciding with whom the federal government does business. FAR Subpart 9.410 and
DFARS Subpart 209.411 deal specifically with suspension and debarment regulations. The government officials who enforce these
regulations are Debarment Officials; they are in most cases, the Suspension Official as well.
Most agency Debarment Officials participate in the Interagency Committee on Debarment and Suspension, which was created on
February 18, 1986, when President Reagan signed Executive Order No.12549. The committee was created to "curb fraud, waste,
and abuse in Federal programs, increase agency accountability, and ensure consistency among agency regulations concerning
debarment and suspension of participants in Federal programs." Besides creating the committee, the regulation also made agency
suspension or debarment of a grant recipient government-wide. Before this provision, a grant recipient could be debarred by one
agency with no restriction on receiving awards from other agencies. President Bush further strengthened suspension and debarment
actions when he signed Executive Order No.12689 on August 16, 1989. This made a suspension or debarment of a contractor
government-wide as well.12
The following regulations detail causes for debarment and suspension.
FAR 9.406-2, causes for debarments include adequate evidence of or indictment for:
"(a) the commission of fraud or criminal offense related to obtaining or performing a government contract;
(b) antitrust evasion violations;
(c) commission of embezzlement, theft, forgery, bribery, making false statements, tax evasion, or other similar
offenses; or
(d) commission of any other offense indicating a lack of business integrity or business honesty that seriously and
directly affects the contractor's present responsibility."
FAR 9.407-2, causes for suspension include adequate evidence of or indictment for:
"(a) commission of a fraud or criminal offense related to obtaining or performing a government contract;
(b) violation of antitrust statutes;
(c) commission of embezzlement, theft, forgery, making false statements, or tax evasion;
(d) violation of the Drug-Free Workplace Act of 1988; or
(e) commission of any other offense indicating a lack of business integrity or business honesty that seriously and
directly affects the present responsibility of the contractor."
A suspended or debarred contractor is not only ineligible for a new government contract, but is also automatically ineligible to receive
assistance, licenses, or loan approvals from federal agencies in nonprocurement areas. Moreover, suspended or debarred
contractors are also ineligible to receive contracts, which are funded with federal loans, grants, or assistance, from state or local
governments.13 A contractor can remain suspended for up to 18 months, or until the conclusion of criminal or civil actions. A
contractor suspension based upon an indictment will be upheld until the criminal proceedings related to the indictment are
concluded.14 The length of a debarment depends on the seriousness of the violation(s), but it generally does not exceed three
years.15 Suspensions and debarments do not have any impact on current federal contracts, only future contracts. The main reason
to suspend or debar a company is "to protect the government from business relations with dishonest, unethical, or otherwise
irresponsible persons."16
Certain laws expressly require debarment if violated. These laws are: Buy American Act;17 Davis Bacon Act;18 Walsh-Healey
Act;19 Service Contract Act of 1965;20 Contract Work Hours and Safety Standards Act;21 Clean Water Act;22 Clean Air Act;23
Nuclear Proliferation Act of 1994;24 and Drug-Free Workplace Act of 1988.25 Also Executive Order No. 12954, regarding the
replacement of striking workers, and Executive Order 12989, regarding the hiring of illegal aliens, both signed by President Clinton,
allowed for the debarment of contractors who permanently replace lawfully striking employees or who hire illegal immigrants. In
addition, some agencies have specific regulations that require debarment of their contractors.
Once a contractor is suspended or debarred, they are then automatically placed on the General Service Administration's List of
Parties Excluded from Federal Procurement and Nonprocurement Programs ("GSA List").26 Before a Contracting Officer awards a
contract, they are required to consult the GSA List to confirm that the company bidding on the federal contract is not currently
suspended or debarred.
The General Service Administration (GSA) stated on March 15, 2002, regarding the suspension of Enron and Arthur Andersen, "A
contractor or prospective contractor who is not responsible may be barred or temporarily suspended from receipt of future
Government business." However, many of the government's top contractors we examined received a failing grade when it came to
demonstrating responsibility, with no abatement of federal contracts. Our research has identified that since 1990:
The total amount of fines/penalties, restitution, settlements, and Superfund cleanup costs for 43 contractors we examined
totaled approximately $3.4 billion.27

Sixteen of the 43 contractors we examined have been convicted of a total of 28 criminal violations; four of the top 10 have at
least two criminal convictions.
Only one of the 43 contractors has been suspended or debarred from doing business with the government. This suspension
action, against General Electric's Aircraft Division, lasted only five days after they pled guilty to diverting millions of dollars
from the U.S. Foreign Military Aid Program to finance the sale of F-16 engines to Israel.

Contractor Misconduct
"What we're saying is, basically, no matter what one of these defense contractors does, whether it is criminal, whether it is a
systemic failure in terms of systems engineering, failure to monitor the subcontractor, we're simply not going to take one of
these contracts away from them. I think that just makes a mockery out of the procurement system."
-- Congressman Ron Wyden (D-OR), Committee On Energy and Commerce Subcommittee on Oversight and Investigations
Hearing, October 9, 1990.
The Federal Acquisition Regulation clearly states that civil judgements and criminal convictions are grounds for suspension or
debarment. The following are more examples of contractor misconduct and alleged misconduct that did not result in suspension or
debarment. Click here for more examples in the complete database.

National Security
2000: Lockheed Martin was charged with 30 violations of the Arms Export Control Act and the International Traffic in Arms
Regulations. The violations were regarding the transfer of space launch assistance technologies to China. Lockheed Martin
paid a civil penalty of $13 million.
2000: Boeing was charged with 110 violations regarding the Arms Export Control Act and the International Traffic in Arms
Regulations. The charges pertained to munitions and defense articles (i.e., technical data) exported to Australia, Singapore,
Malaysia, Turkey, Spain, and Italy. Boeing paid a civil penalty of $4.2 million.
1998: IBM East Europe/Asia Ltd., a subsidiary of IBM, pled guilty to violations of the International Emergency Economic
Powers Act and the Export Administration Regulations relating to the unlawful export of computers to a Russian nuclear
weapons laboratory. The company paid a $8.5 million criminal fine.
1998: Boeing was charged with 207 violations of the Arms Export Control Act and the International Traffic in Arms
Regulations. Boeing allegedly unlawfully exported defense articles to Russia, Ukraine, and Norway. The company paid a $10
million civil penalty.
1995: Lockheed Martin pled guilty to violating the Foreign Corrupt Practices Act for paying bribes to officials of the Egyptian
Government. They paid a criminal fine of $24.8 million.

Fraud and Abuse
2000: According to a Department of Defense Inspector General press release, Northrop Grumman "intentionally
overestimated the cost to purchase B-2 bomber instruction and repair manuals from subcontractors." The company settled
with the government for $1.4 million.
1999: Two Litton Industries subsidiaries, Litton Applied Technology Division and Litton Systems Canada, each pled guilty to
conspiracies to defraud the United States and Taiwan in connection with military sales to Taiwan and Greece. The two
subsidiaries paid a criminal fine of $16 million and an additional $2 million for restitution and the cost of the investigation.
1998: General Electric Capital Corporation (GE Capital) and its wholly-owned subsidiary Montgomery Ward Credit
Corporation, allegedly induced consumers, who filed for bankruptcy protection, to pay debts they did not legally owe. GE
Capital agreed to a $97 million settlement.
1997: Northrop Grumman allegedly overbilled the government on a Low Rate Initial Production contract for the B-2 Bomber.

They reached a settlement with the government worth $34.8 million.
1996: Archer Daniels Midland (ADM) pled guilty for its role in two international conspiracies to fix prices to eliminate
competition and allocate sales in the lysine and citric acid markets worldwide. ADM paid a criminal fine of $100 million, the
largest criminal antitrust fine ever.

Putting Our Troops At Risk
1997: Air Force Academy cadet Pace Weber and Captain Glen Comeaux were killed when the engine in their aircraft failed.
This was caused by an improperly designed fuel delivery system. Northrop Grumman paid part of a $4 million verdict.
1993: An Army Blackhawk helicopter crashed killing Colonel William Densberger, Colonel Robert Kelly, Specialist Gary
Rhodes, Jr., and Major General Jarrett Robertson and seriously injured two others. Evidence revealed that Sikorsky Aircraft
had found serious controllability problems with asymmetric fuel, but had failed to warn the Army. As a result, United
Technologies, the parent company of Sikorsky Aircraft, paid a $22 million verdict.
1988, 1991, 1993: Three Army Chinook helicopter accidents occurred resulting in five deaths and two injuries. Boeing
allegedly placed defective gears in the helicopters and then sold the aircraft to the Army. On August 3, 2000, Boeing agreed
to pay the government $54 million in a settlement agreement.
1991: Mechanic Michael Booth was killed and Lieutenant Philip Erickson was seriously injured when the aircraft they were in
crashed due to a missing flight control mechanism. The DynCorp company was found solely and legally responsible for this
missing part which caused the crash. DynCorp agreed to pay a $1.6 million settlement.
1990: An Army Blackhawk helicopter crashed, allegedly due to fractured lock washers in the helicopter's tail rotor assembly.
As a result, five soldiers died and eight were injured. Sikorsky Aircraft, a subsidiary of United Technologies, paid a $9.74
million civil settlement and took steps to prevent this from happening in 1,500 Army, Navy, and Air Force aircraft containing
the same lock washers.

Environment
2001: TRW Vehicle Safety Systems, a subsidiary of TRW, pled guilty to criminal charges of violating the Resource
Conservation and Recovery Act by improperly storing and disposing of waste containing sodium azide. The subsidiary paid a
criminal fine of $12 million; in a related civil action the company paid a civil penalty of $5.6 million and a total of $7.2 million
for cleanup and corrective measures.
2001: The Environmental Protection Agency ruled, in accordance with the Comprehensive Environmental Response,
Compensation, and Liability Act, that General Electric is required to comprehensively clean-up PCB contamination in the
Hudson River. The estimated clean-up cost is $460 million. In 1998, EPA Administrator Carol Browner testified before the
New York State Assembly that "General Electric Corporation discharged more than 1 million pounds of toxic waste known as
P.C.B.s into the Hudson River. Two hundred miles of poisoned fish habitat, two hundred miles of contamination that we still
live with." Browner further stated that,"GE is a responsible party at 76 [Superfund (hazardous waste)] sites, more than any
other large company in the United States."28
2000: Hughes Aircraft, a subsidiary of Raytheon, allegedly contaminated the drinking water of Tucson, Arizona, residents as
the result of the dumping of TCE, a toxin. The company agreed to a settlement of approximately $13 million which included a
medical monitoring program for residents
1999: General Electric entered into a settlement with the U.S., Massachusetts, and Connecticut in which they agreed to
spend $250 million to cleanup PCB contamination in the Housatonic River at their Pittsfield plant and at other sites in
Berkshire County, Massachusetts, including a school and several commercial properties.

Repeat O!enders
"For the federal government to continue to do business with a private company that has a documented record of defrauding the

government and abusing taxpayer money is unconscionable."
-- Congressman Bob Barr (R-GA), August 23, 2001.
Many of the contractors POGO examined in this investigation have a documented record of misconduct and alleged misconduct
against the government and the taxpayers. However, this has not stopped the government from awarding billions of dollars in
contracts to these companies. POGO's investigation documents over 400 instances of misconduct and alleged misconduct of the top
contractors, since 1990. The top 10 repeat offenders identified through POGO's investigation are listed below:

Top 10 Repeat Offenders
Contractor

Misconduct and Alleged Misconduct

Total Fines/Penalties; Restitution;
and Settlements

General Electric

63

$982,859,555

Lockheed Martin

63

$231,872,404

Boeing

36

$357,973,000

Raytheon

24

$128,652,919

Northrop Grumman

21

$ 87,876,581

Fluor

19

$ 70,016,614

United Technologies

18

$214,836,860

TRW

16

$389,484,000

AT&T

14

$16,090,000

Unisys

12

$182,245,692

In the late 1980s the government believed General Electric was violating laws at such a rate that it established an office specifically
to handle GE violations of defense contracts. The Philadelphia Remedies Unit was established within the Defense Contract
Management Agency's Mid-Atlantic District on June 1, 1990, at the request of the Department of Defense Inspector General. During
the three year existence of this Unit, 183 investigative matters and 212 administrative matters were opened. By the end of the three
years, 163 investigative and 147 administrative matters were resolved, resulting in the government recovering a total of $221.7
million from General Electric on noncompliance matters.29
Regarding suspension and debarment, the Unit's report states:
"[N]one of the recommendations made for action against a corporate entity of the General Electric Company were approved
by the Debarring Officials at DLA [Defense Logistics Agency] or the Army who reviewed these recommendations. In the only
matter involving a GE entity which resulted in administrative action, the DLA Debarring Official issued a suspension against
the Aircraft Engine Group and lifted it five days later. The result of these efforts make it fairly clear that, at least in the case of
the General Electric Company and probably other major contractors, administrative action is not a threatening remedy."30
The report went on to state, "Without a real possibility of the issuance of administrative action, the Government loses an important
remedial tool to force compliance."31
This track record mirrors a larger trend: the government is less aggressive at enforcing laws and regulations than in the past.
Criminal enforcement of administrative referrals, for example federal procurement fraud, fell from over 306 referrals in 1992 to only
102 in 1998. Prosecutions fell as well, with 36% of referrals prosecuted in 1992 and only 28% prosecuted in 1998. The number of
referrals for civil actions from federal agencies to the Department of Justice fell from over 35,000 referrals in 1992 to only 6,324 in
1999. For example, the Department of Housing and Urban Development referred 2,945 civil enforcement actions to the Department
of Justice in fiscal year 1995, but only referred 69 in fiscal year 1999. Moreover, the Department of Defense referred 489 civil
enforcement actions to the Department of Justice in fiscal year 1995, but only 98 in fiscal year 1999.32

Uneven Playing Field
"[T]he Government can suspend or debar a company from future Government business. This power is exercised constantly
against small companies, but has almost never been exercised against major Defense contractors."
-- Congressman John Dingell (D-MI), Committee on Energy and Commerce, Subcommittee on Oversight and Investigations
Hearing, July 27, 1990.

The way in which the Federal Acquisition Regulation is currently enforced gives large contractors an unfair advantage over smaller
contractors. The companies that are suspended or debarred are nearly exclusively small contractors, as can be seen on the General
Service Administration's List of Parties Excluded from Federal Procurement and Nonprocurement Programs ("GSA List"). One
reason is that larger contractors have the financial means, plus high-priced attorneys, that enable them to work with the government
on an alternative to suspension or debarment.
Another problem is that the government typically relies on a single contractor to provide big ticket items, for example, major weapons
systems. This particular situation has been exacerbated by a wave of corporate mergers in the defense industry over the past 10
years. Some of the most significant mergers that have occurred include Lockheed and Martin Marietta, Boeing and McDonnell
Douglas, Northrop and Grumman, and Honeywell and Allied Signal. Since December 21, 2000, Northrop Grumman has acquired
Litton Industries and Newport News Shipbuilding and is currently attempting a hostile takeover of TRW. Government officials are
constrained by the fact that the government is wholly reliant on certain companies when it comes to specific projects. Therefore,
suspension and debarment become nearly impossible.
The reality is that, as the Philadelphia Remedies discovered, large contractors do not view suspension and debarment as a realistic
threat. The contractors' preferred alternative to suspension or debarment is an Administrative Agreement and the government nearly
always agrees to this alternative. Some agencies refer to them as Compliance Agreements or Corporate Integrity Agreements. The
goal of an Administrative Agreement is to change the corporate culture of a company, to make them a responsible and ethical
company. Administrative Agreements are negotiated on a case-by-case basis with the involved federal agency and generally require
a company to implement an ethics code; a compliance program or other internal controls; remove alleged wrongdoers; submit
progress reports to the agency; and allow ongoing monitoring by the agency. The implementation of Administrative Agreements
tends to be very costly; as a result, Administrative Agreements are often not an option for small contractors.
For more than a decade, corporations have been conducting various types of corporate ethics and integrity training seminars for
their employees and producing vast amounts of literature on the subject. Many of the government's top contractors have their own
internal ethics programs in addition to membership in different corporate ethics associations, such as the Ethics Officer Association,
the Coalition for Ethics and Compliance Initiatives, and the Defense Industry Initiative (DII). DII includes almost all the top 20
defense contractors. The Defense Federal Acquisition Regulation Supplement (DFARS) Subpart 203.7001(a)(2)33 requires a written
code of business ethics and conduct including employee training.
According to the Defense Industry Initiative, their goal is "to create a heightened standard of ethical conduct by every employee in
the defense industry." If this is the goal of DII, the corporate ethics associations mentioned above, and is a federal requirement,
POGO's investigation suggests that contractors have yet to achieve this goal.
Large contractors often enter into Administrative Agreements in lieu of a suspension or debarment. However, if that contractor
continues to break the law, thereby defaulting on their agreement, the government usually does not take a suspension or debarment
action in response to the broken agreement. In fact, a large contractor can even administer multiple ethics programs concurrently.
For example, a contractor could institute an Administrative Agreement that the Army has imposed on them for alleged procurement
fraud, while concurrently administering an Administrative Agreement rendered against them by the EPA for an alleged environmental
misconduct.
For example, in January of 1995 Lockheed Martin, a member of DII, pled guilty to bribing an Egyptian official. In addition to paying a
$24.8 million fine, the Air Force imposed an Administrative Agreement on Lockheed Martin. Since implementing the Administrative
Agreement, Lockheed Martin and its subsidiaries have been accused of at least eight violations and have paid approximately $7
million in fines/penalties and settlements.
In another example, Litton Industries, another member of DII, entered into an Administrative Agreement with the Navy for alleged
procurement fraud in January of 1995; they settled the case for $82 million. Since implementing the 1995 Agreement, two Litton
subsidiaries pled guilty to two criminal violations and paid approximately $17.8 million in fines.
Despite these examples suggesting that Administrative Agreements don't adequately protect the government's interests, the
government tends to rely on these agreements as the preferred tool to deal with large contractors.
When an Administrative Agreement is imposed on a contractor and it does not specifically state in the agreement that the contractor
bears the sole financial responsibility for executing the agreement, then the contractor can legally charge this cost to a
government contract.

Lack of Information
"We found that OASAM [Office of Assistant Secretary of Administration and Management] has not developed a uniform
approach to address issues related to debarment and suspension. There is a lack of information sharing between agencies
which can ultimately have a negative impact on DOL."
--Evaluation of the Department of Labor's Policies and Procedures to Debar or Suspend Federal Contractors, Office of

Inspector General Department of Labor Assistant Secretary for Administration and Management Report, September 2000.
It is essential that Debarment Officials have pertinent information including all civil, criminal, and administrative actions in which a
contractor has been involved, including past suspensions and debarments, terminated contracts due to poor performance, and
administrative agreements the contractor has entered into with the government. Surprisingly, this important information is often
unavailable to the officials charged with making decisions regarding suspension and debarment on behalf of the government.
In interviews with POGO researchers, Debarment Officials have stated that the lack of information is a major obstacle in making
suspension and debarment decisions. There is no centralized comprehensive database containing this information. Realistically, the
only way to obtain this information is through contractor disclosure. Contractors are already required to disclose detailed financial
information, plus various other information requirements in application forms, disclosure of misconduct and alleged misconducts
could easily be included in these forms. This lack of information compromises the government's ability to make informed decisions
regarding suspensions and debarment.

Recommendations
1. Create a centralized database of information. A single federal agency, possibly the Federal Procurement Data Center, the
General Service Administration, or the Department of Justice, should maintain the database which Contracting Officers and
Debarment Officials could consult before awarding a contract or making a suspension or debarment decision regarding a contractor.
The database should include the following information:
a. All civil judgements, criminal convictions, settlements, fines, and Superfund cleanup costs imposed on contractors
by federal and state governments. There should be brief descriptions of all cases, including any monetary amounts
the contractor paid to the government. The database should cover at least the past three years and be accessible to
government officials as well as the public.
b. A listing of all cases where a contract was terminated due to poor performance.
c. All Administrative Agreements, past and present, into which a contractor has entered. The Department of Health
and Human Services (HHS) currently lists this information for their contractors on their web site.
(http://www.oig.hhs.gov/fraud/cias.html)
2. Contractor Disclosure. Include in government contract solicitations a provision in which bidders are required to disclose any
current suspensions or debarments, any litigation initiated against them on either the federal or state level that is either pending or
has closed in the past three years, and any Administrative Agreements they are currently implementing. New York City government
currently requires this information in their contract solicitations.34 Furthermore, it should be a requirement for government
contractors to report all new litigation matters to the government agency or agencies with which they are currently contracting.
3. Fair and Equal Application of the Federal Acquisition Regulation. Debarment Officials need to protect the government's
interests by using suspension and debarment actions equally against large and small contractors that break the law. If it is deemed
necessary to conduct business with an unethical company for a specific project, then the department or agency head must justify in
writing the compelling reasons, as required by the Federal Acquisition Regulation (FAR) Subpart 9.405-2, 9.406-1(c), 9.407-1(d),
and 23.506(e) and the Defense Federal Acquisition Regulation Supplement (DFARS) Subpart 209.45.
4. Amend the Federal Acquisition Regulation. The FAR should be amended to specifically state that a suspension or debarment
is mandatory for a contractor who is criminally convicted or has had civil judgments rendered against them more than once in a three
year period. In the case of repeat civil settlements, fines, and penalties; consent decrees; administrative actions; and poor contractor
performance over a three year period, a suspension or debarment action should be decided upon by the leadership of the
Interagency Committee on Debarment and Suspension, along with the appropriate agency Debarment Official.
5. Empower the Interagency Committee on Debarment and Suspension. The chair of this committee should have the authority
to coordinate which federal agency takes the leadership role in a suspension or debarment case, based on the jurisdiction of the
agency. The committee should also be required to submit semiannual reports to Congress regarding the suspension and debarment
system, e.g., number of referrals Debarment Officials receive, action that was taken, names of contractors along with descriptions of
misconducts or alleged misconducts committed. Ideally, the reports would be similar to Inspectors General Semiannual Reports to
Congress. This would ultimately lead to more transparency and accountability in the suspension and debarment system.
6. Improve the General Service Administration's List of Parties Excluded from Federal Procurement and Nonprocurement
Programs ("GSA List"). Require the "GSA List," which only lists presently suspended or debarred contractors, to archive past
suspensions and debarments on their online database.
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Appendices
Appendix A: Company Responses to the Project On Government Oversight's Federal Contractor Misconduct Database
inquiry letter.
Appendix B:
REPORT/DATABASE METHODOLOGY
This report represents all actions that POGO was able to identify through research and document through primary sources. POGO
does not claim to have cited all misconduct and alleged misconduct committed by the government's top contractors.
This compilation is, by necessity, incomplete, as there is no official central repository of information about violations committed by
contractors. Therefore, for this investigation a myriad of public records were searched for primary source data.
This database is not a legal document. Although some legal terminology is used, this database is only a compilation of instances of
misconduct and alleged misconduct committed by government contractors. Sources used to compile this information came primarily
from government documents, and in each case the source(s) is cited.
This is a compilation of misconduct and alleged misconduct occurring between 1990 and 2002; alleged misconduct is cited prior to
1990 if the case is still pending. POGO cited the number of violations, not incidents. If a single incident led to several violations,
multiple violations were cited. The report's scope includes the government's top 20 contractors, for fiscal year 1999,based on total
contract dollars they received, and the top five contractors of each of the government's top 10 agencies, based on total contract
dollars awarded by each agency. Names of companies appear as they did in fiscal year 1999. This pertains specifically to Bindley
Western, which was acquired by Cardinal Health; Cordant Technologies, which was acquired by Alcoa; Morrison Knudsen, which
changed its name to the Washington Group; and Litton Industries, which was acquired by Northrop Grumman. Because many of
these contractors appeared on this list more than once, this added up to a total of 43 contractors. The total contract dollars that are
awarded to a company include divisions, subsidiaries, and joint ventures. POGO determined which contractors to include from
Government Executive Magazine's annual Top 200 Federal Contractors Issue, which is based on data from the Federal Procurement
Data System (FPDS). These 43 contractors accounted for over 42% of all contract dollars awarded for fiscal year 1999 for contracts
valued at $25,000 or more.
POGO contacted every company that was examined in this report to verify our data and allow them to submit comments to be
included in the report. POGO received nine responses; eight sent written responses that can be viewed in Appendix A. POGO made
appropriate corrections in our data where needed as the result of these responses.
Sources
The following sources were utilized to obtain information for this report:
Federal and state agency press releases
Federal agency Inspector General (IG) press releases and reports
U.S. Attorney's Offices (USAO) press releases
State Attorneys General (AG) press releases
Court dockets, settlement agreements, plea agreements, consent decrees
Securities and Exchange Commission (SEC) reports
Company press releases
Freedom Of Information Act (FOIA) requests
Private and public interest law firm press releases
Interviews with private attorneys, government attorneys, and court clerks
Interviews with Debarment Officials

Taxpayers Against Fraud (TAF) False Claims Act and Qui Tam Quarterly Review reports
The following explanations correspond to columns in the database with the same title.
Contractor and Division/Subsidiary
All contractors cited in this column are parent companies. The report's scope includes the government's top 20 contractors, based
on total contract dollars they received, and the top five contractors of each of the government's top 10 agencies, based on total
contract dollars awarded by each agency. Because many of these contractors appeared on this list more than once, this added up to
a total of 43 contractors. The total contract dollars that are awarded to a company include contracts awarded to specific divisions
and subsidiaries of that company. POGO determined which contractors to include from Government Executive Magazine's August 1,
2000, edition of the annual Top 200 Federal Contractors Issue, which is based on data from the Federal Procurement Data System
(FPDS).
Included in this column is the division or subsidiary of the parent company that was involved in the cited case, if applicable.
Company names in parentheses represent a subsidiary of a subsidiary. Also listed in this column are names of companies before a
merger occurred (e.g., Martin Marietta, McDonnell Douglas, Allied Signal, Lockheed, Northrop) if that pre-merger company was
involved in the cited case. Subsidiaries are cited regardless of whether the violations or alleged violations occurred before the
subsidiary was acquired by the parent company. Only subsidiaries of which the parent company owns a controlling share (over 50%)
are listed. If a parent company has sold a subsidiary, POGO does not list that subsidiary's violations or alleged violations that
occurred after the date of sale.
Case Type
In order to make the database reader friendly and to allow the reader to manipulate the data more easily, the case types were
condensed into seven different categories. A category can pertain to either a criminal, civil, or administrative proceeding. Listed
below are descriptions of the categories.
Antitrust - Applies to price-fixing and bid-rigging cases. These cases fall under the Sherman Act, which is enforced by the
Department of Justice's Antitrust Division.
Consumer - Pertains to cases where a company was alleged to have been deceitful, unethical, fraudulent, etc. in its dealings with
consumers. Wrongful Death suits involving civilians are also included in this category. These cases generally deal with products or
services that are directly marketed to the general public or public institutions.
Defense - This category involves military contracts and covers such violations and alleged violations as fraud, cost and labor
mischarges, testing falsifications, kickbacks, and bribery. Some of the laws this category covers are the False Claims Act, Truth in
Negotiations Act (TINA), Arms Export and Control Act, Foreign Corrupt Practices Act, Racketeer Influence and Corrupt
Organizations (RICO), International Traffic in Arms Regulations, and Wrongful Death suits involving military personnel.
Environment - This category applies to issues relating to environmental pollution. Laws and regulations that relate to this category
are the Clean Water Act; Clean Air Act; Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), also
known as the Superfund Law; Toxic Substances Control Act (TSCA); and the Resource, Conservation, and Recovery Act (RCRA).
Financial - Primarily refers to shareholder cases that are enforced by the Securities and Exchange Commission (SEC).
Labor - Pertains to any case that involves an employee's safety, health, or rights. Examples of this category are race discrimination,
sex discrimination, age discrimination, and workplace injuries. POGO does not cite Occupational, Safety, and Health Act (OSHA)
violations or National Labor Relations Board (NLRB) decisions in this category or in any other part of the database because
historically these types of violations have not been grounds for a suspension or debarment action.
Other - This category includes any case that does not easily fit into the other categories. This category contains violations of laws
such as Intellectual Property, which are laws pertaining to patents, trademarks, copyrights, unfair competition, trade secrets, and
technology transfers. It also includes violations and alleged violations such as fraud, cost and labor mischarges, etc., that do not
involve defense contracts.
Disposition
Definition: The final arrangement or decision. Conclusion, settlement, determination, solution, resolution, outcome.
Fine - A sum of money imposed upon a defendant as a penalty for an admission of wrongdoing.
Found Guilty - Pertains to a criminal case where either a judge or a jury found the defendant guilty.
Judgment Against Defendant - A civil case where the defendant was either found guilty or entered into a plea of guilty.
Pled Guilty - Refers to a criminal case where the defendant entered a plea of guilty.

Pending - Applies to a case that has not yet been resolved.
Restitution - Making good or giving an equivalent value for any loss, damage, or injury. Reimbursement, compensation, retrieval,
refund.
Settlement - Agreement between the prosecution or the plaintiff and the defense. In some settlement agreements, the contractor
will admit to no guilt or wrongdoing. Consent Decrees are also included in settlement case dispositions.
Superfund Cleanup Costs - Payments to cover the costs of the cleanup by companies who were found to be, or alleged to be,
potentially responsible parties under the Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), also
known as the Superfund Act.
Date
In pending cases the date reflects the filing date of the case. In all other cases, the date refers to the date the case was closed.
Many dates are approximate because not all sources cite the same date and sometimes the source will have incomplete information.
A closed case may still be pending appeal.
Fine/Penalties, Restitution, and Settlements
Exempt Penalties - Under the Atomic Energy Act of 1954, nonprofit contractors, such as the University of California, are exempted
from paying the civil penalties that the Department of Energy assesses under the act.
Fine/Penalty - Fines or money damages imposed by a regulatory agency. This can pertain to both civil and criminal cases.
Restitution - Making good or giving an equivalent value for any loss, damage, or injury. Reimbursement, compensation, retrieval,
refund.
Settlement - A payment, adjustment, or compromise agreed upon by both plaintiffs and defendants.
"Part Of" - Indicates that there is more than one company involved in an alleged wrongdoing and therefore the company cited is not
liable for the total fine/penalty, restitution, and/or settlement. Any monetary amount that has the words "Part Of" before it, is not
included in the report's monetary statistics.
Sealed Case - The terms and the conditions of these cases are confidential and unknown to the public.
Other terms that are used in these columns are contract case, refunds, license restrictions, and liable for life insurance policy.
These cases either did not allow for any monetary penalties or the disposition called for an action where monetary penalties were
not quantified.
Case Description
Case descriptions are directly quoted from the cited sources for that case. However, some cases are briefly described by the type of
lawsuit, e.g., Age Discrimination, as cited by the court docket. Moreover, another brief description that is continuously used is
"Procurement Fraud" as cited by the General Accounting Office.
Case Source
This column lists the source(s) used to compile information regarding the specific case. To determine the facts of the cases, only
primary sources were used, such as government documents (federal and state), court dockets, court opinions, law firm press
releases, confirmations from private attorneys and government officials (federal and state), etc. Some case descriptions were
obtained using newspaper or magazine articles because a brief description of the case was unobtainable through the primary
source.
Court Case
All the court cases that were identified are listed in this column. Some court cases are listed more than once because they involve
more than one company. Some court cases are also listed more than once when they pertain to both criminal and civil fines or
settlements. Blank columns do not imply that the case did not go to court. All court cases are abbreviated, for example US DC CD
CA should read - United States District Court for the Central District of California. States have between one and four district courts.
Also listed in this column is the type of court each case was resolved in. This information appears in parenthesis in the Court Case
column. The following are the three court types that are found in the database:
Administrative - Any charge that a federal or state agency brought against a contractor, that was not litigated in court.
Civil - Pertains to the court which hears disputes arising under the common law and civil statutes.

Criminal - Pertains to the court which hears prosecutions under criminal laws.
Appendix C:
FOR MORE INFORMATION
Federal Regulations
Code of Federal Regulations
www.access.gpo.gov/nara/cfr
Defense Federal Acquisition Regulation Supplement
www.acq.osd.mil/dp/dars/dfars.html
Federal Acquisition Regulations
www.arnet.gov/far
United States Code
http://uscode.house.gov/usc.htm
Government Resources
Environmental Protection Agency Grants and Debarment Division
www.epa.gov/ogd/grants/debarment.htm
Federal Procurement Data Center
www.fpdc.gov
General Accounting Office
www.gao.gov
Defense Contracting: Contractor Claims for Legal Costs Associated with Stockholder Lawsuits. July 1995. GAO/NSIAD-95166
Occupational Safety and Health: Violations of Safety and Health Regulations by Federal Contractors. August 1996.
GAO/HEHS-96-157
Worker Protection: Federal Contractors and Violations of Labor Law. October 1995. GAO/HEHS-96-8
General Services Administration List of Parties Excluded from Federal Procurement and Nonprocurment Programs
http://epls.arnet.gov
Department of Health and Human Services Corporate Integrity Agreements
www.oig.hhs.gov/fraud/cias.html
House of Representatives Energy and Commerce Committee, Subcommittee on Oversight and Investigations
www.house.gov/commerce_democrats
Northrop Corporation Investigation. Hearing held July 27 and October 9, 1990. Serial No. 101-216
Overhead Submittals for Government Contracts by McDonnell Douglas Corporation. Hearing held October 13, 1993. Serial
No. 103-80
Roles of United Technologies and NAC and DOD in Illegal Diversion to Israel. Hearing held October 27, 1993. Serial No.
103-74
Inspectors General
www.ignet.gov
Interagency Committee on Debarment and Suspension
www.dot.gov/ost/m60/grant/net.htm
Department of Justice Antitrust Division
www.usdoj.gov/atr/index.html
Department of Justice Environment and Natural Resources Division
www.usdoj.gov/enrd
Department of Justice Press Releases

www.usdoj.gov/03press/03_1_1.html
Department of Labor, Office of Inspector General.
www.oig.dol.gov
Evaluation of the Department of Labor's Policies and Procedures to Debar or Suspend Federal Contractors. September 28,
2000. Report No.: 2E-07-740-0001
New York City Mayor's Office of Contracts
www.ci.nyc.ny.us/html/moc/home.html
Occupational Safety and Health Administration Integrated Management Information System
www.osha.gov/oshstats
President's Council on Integrity and Efficiency and the Executive Council on Integrity and Efficiency
www.ignet.gov/pcieecie.html
Securities and Exchange Commission Reports
www.sec.gov/cgi-bin/srch-edgar
United States Attorneys
www.usdoj.gov/usao/eousa/usaos.html
United States Courts PACER Service Center (For Court Dockets)
http://pacer.psc.uscourts.gov
Organizations
American Bar Association Section of Public Contract Law Debarment and Suspension Committee
www.abanet.org/contract/federal/debarcomm/home.html
Government Accountability Project
www.whistleblower.org
National Association of Attorneys General
www.naag.org
Taxpayers Against Fraud
www.taf.org
Transactional Records Access Clearinghouse
http://trac.syr.edu:80/index.html
Trial Lawyers for Public Justice
www.tlpj.org
Publications
American Bar Association, Committee on Debarment and Suspension, Section of Public Contract Law. The Practitioner's Guide to
Suspension and Debarment. 2nd ed. Washington: American Bar Association, 1996.
Government Executive Magazine
http://govexec.com
O'Boyle, Thomas F. At Any Cost: Jack Welch, General Electric, and the Pursuit of Profit. New York: Vintage Books, 1998.
Pasztor, Andy. When the Pentagon was for Sale: Inside America's Biggest Defense Scandal. New York: Scribner, 1995.
Company Web Sites
1. American Telephone and Telegraph (AT&T) - www.att.com
2. Amerisource Distribution - www.amerisourcebergen.net
3. Archer Daniels Midland (ADM) - www.admworld.com
4. Bechtel Group - www.bechtel.com

5. Ray Bell Construction Company - www.ray-bell.com
6. Bindley Western - www.cardinal.com
7. Boeing - www.boeing.com
8. Bollinger Shipyards - www.bollingershipyards.com
9. California Institute of Technology - www.caltech.edu
10. Cal Western Packaging - www.calwesternpkg.com
11. Cargill - www.cargill.com
12. Carlyle Group - www.thecarlylegroup.com
13. Clark Enterprises - www.clarkus.com
14. Compaq Computer - www.compaq.com
15. Computer Sciences Corporation - www.csc.com
16. Conagra - www.conagra.com
17. Cordant Technologies - www.cordanttech.com; www.alcoa.com
18. Crane Company - www.craneco.com
19. Dyncorp - www.dyncorp.com
20. Electronic Data Systems (EDS) - www.eds.com
21. Fluor Corporation - www.fluor.com
22. General Dynamics - www.generaldynamics.com
23. General Electric - www.ge.com
24. Goldman Sachs - www.gs.com
25. Honeywell - www.honeywell.com
26. International Business Machines (IBM) - www.ibm.com
27. Jones Group - www.jajones.com
28. JP Morgan - www.jpmorgan.com
29. Litton - www.litton.com
30. Lockheed Martin - www.lockheedmartin.com
31. Morrison Knudsen - www.wgint.com
32. Northrop Grumman - www.northropgrumman.com
33. Doug O'Bryan Contracting - P.O. Box 980, Martin, South Dakota 57551
34. Ratcliff Construction Company - www.ratcliffconstruction.com
35. Raytheon - www.raytheon.com
36. Research Triangle Institute - www.rti.org
37. Science Applications International Corporation (SAIC) - www.saic.com
38. Textron - www.textron.com
39. Thompson Ramo Wooldridge (TRW) - www.trw.com

40. Unisys - www.unisys.com
41. United Technologies - www.utc.com
42. University of California - www.ucop.edu
43. Westat - www.westat.com

Project On Government Oversight (POGO)
1100 G Street, NW, Suite 500 Washington, DC 20005
Phone: (202) 347-1122 Fax: (202) 347-1116 Email:
Our Mission:
Founded in 1981, the Project On Government Oversight is a nonpartisan independent watchdog that champions good government
reforms. POGO’s investigations into corruption, misconduct, and conflicts of interest achieve a more effective, accountable, open,
and ethical federal government.
POGO's SecureDrop available via Tor: http://dqeasamlf3jld2kz.onion
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Military Contractor Agrees to Pay $325
Million to Settle Whistle-Blower Lawsuit
By CHRISTOPHER DREW APRIL 2, 2009

The Justice Department said Thursday that the Northrop Grumman Corporation
had agreed to pay $325 million to settle a lawsuit over defective satellite parts in
the largest settlement ever by a defense company in a case brought under a federal
whistle-blower law.
But at the same time, the government agreed to settle for $325 million a
separate dispute related to a canceled missile contract. As a result, the transactions
offset each other financially for the company.
Northrop Grumman, based in Los Angeles, had set aside $112.5 million in
2006 to cover a possible settlement and expenses in the whistle-blower case. It
said it would end up with a net gain in the current quarter as it recovered some of
that reserve.
The lawsuit was brought by a scientist, Robert Ferro, and joined by federal
authorities. It contended that TRW Inc. tried to stop Mr. Ferro, who worked for a
subcontractor, from disclosing his finding about faulty electronic components on
military and intelligence-gathering satellites. TRW was later acquired by Northrop
Grumman.
Mr. Ferro’s lawyer, Eric R. Havian, said his client would be awarded $48.8

million for bringing the hazards to the government’s attention. The whistle-blower
law, called the False Claims Act, requires the government to reward whistleblowers with 15 to 25 percent of what the government recovers.
The lawsuit said Mr. Ferro discovered in 1995 that certain transistors made by
TRW were likely to fail. But TRW did not tell the government about the problems,
the lawsuit said, and blocked Mr. Ferro’s effort to include the information in a
report to the Air Force after a satellite experienced critical failures in 2001.
“TRW deliberately suppressed Robert Ferro’s findings and sold the
components to the government, knowing that those parts were likely to fail,” said
Mr. Havian, a lawyer at Phillips & Cohen in San Francisco.
“Even after a satellite in space experienced serious anomalies, TRW still
refused to reveal the problems found earlier with the components and had the gall
to charge the government millions to investigate what went wrong with the
satellite,” Mr. Havian said.
Northrop Grumman said in a statement that it believed that TRW had “acted
properly under its contracts” and that the company had substantive defenses
against the claims.
The other settlement involved a claim that Northrop had brought against the
Air Force in 1996. In that case, the company sought more than $1 billion in
compensation after the government terminated its contract to produce a tactical
weapon called the Tri-Service Standoff Attack Missile, the Justice Department said.
A version of this article appears in print on , on Page B4 of the New York edition with the headline: Military
Contractor Agrees to Pay $325 Million to Settle Whistle-Blower Lawsuit.

© 2017 The New York Times Company
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The Northrop-Grumman Case
Recovery Amount: $134 Million
Qui Tam Action Involving the B-2 Stealth Bomber
Qui tam Relators James Holzrichter (“Holzrichter”) and Rex Robinson
(“Robinson”) were employed at Northrop’s Defense Systems Division
in Rolling Meadows, Illinois during the Reagan-Bush era defense
build-up in the late 1980s. At its Rolling Meadows facility, Northrop
designed and built radar jammers and other electronic
countermeasures for military aircraft, including the B-1 bomber, the B2 “Stealth” bomber, and the F-15 fighter. Qui tam Relator Holzrichter
was assigned to conduct internal audits of Northrop’s material
accounting system. Holzrichter discovered, as later alleged in his qui tam complaint, that Northrop was engaged in systemic fraud
and concealment in its accounting for materials and costs. Relator Robinson was a test engineer at Northrop.

Whistleblower Robinson worked on some of the most technically advanced projects in the United States, including Apollo lunar
missions and various top-secret military programs. When, during the era of Ronald Reagan’s “evil empire” speech, the United
States was developing state-of-the-art, top-secret “Stealth” technology, Robinson was tapped to work on the project.

Robinson was a test engineer for Northrop Grumman’s Defense Systems Division in Rolling Meadows, Illinois, when he began to
suspect that the company was lying to the government on the B-2 “Stealth” bomber program. He overheard several conversations
in which other engineers discussed fabricating test results for government projects and telling the government that the contracted
projects were moving forward even though they were not. Robinson notified his superiors about these conversations, but he was
fired and blacklisted almost immediately after doing so.

Robinson discovered, and later joined with Holzrichter in alleging, that Northrop fraudulently inflated costs and misrepresented the
progress of a radar jamming device for the B-2 “Stealth” Bomber under an Air Force contract. Both qui tam relators only filed suit
after voluntarily reporting the conduct to the FBI and the Department of Defense while working at the company, and they fully
cooperated with the government’s investigation. Both whistleblowers lost their jobs after their cooperation was discovered, and were
left destitute. The False Claims Act lawsuit was brought by Michael I. Behn and Linda Wyetzner of Behn & Wyetzner, Chartered.

Why This Qui Tam Lawsuit Is Important
This case is significant for many reasons. First, Northrop’s total payments, including reimbursement of certain costs to the
government, amounted to $134 million, making it the largest settlement in the State of Illinois that year. Second, the 16 year history
made it one of the longest-running False Claims Act cases ever, which included an eight year period between the government’s
declination and later re-intervention. Third, the qui tam relators and Behn & Wyetzner, Chartered demonstrated tenacity and
courageousness in persistently continuing to pursue the case. Finally, the case demonstrates how relators and their counsel can
ensure that the government is made whole when it is subjected to false claims.

Relators Holzrichter and Robinson filed the qui tam lawsuit under the False Claims Act in 1989 and the government declined to
intervene in 1992. After relators beat Northrop’s second attempt to dismiss the case, substantive discovery began in 1994 with
millions of documents produced and numerous witnesses interviewed and deposed. Based upon evidence the qui tam relators and
Behn & Wyetzner, Chartered developed and won through extensive motion practice, the government intervened in the case on
October 12, 2001.

Documents and evidence indicated that Northrop account managers were given training on how to manipulate the material
accounting system and told to hide the manipulations from government auditors. The company purportedly engaged in a massive
data cleanup project to make date entry changes and hide at least $117 million in material accounting discrepancies. Other
documents substantiated allegations that Northrop made false claims of progress in designing an electronic countermeasure device
for the B-2 Stealth Bomber.
This evidence and the government’s intervention led to a close working relationship between Behn & Wyetzner, Chartered and the
U.S. Attorney’s Office, the Department of Defense Criminal Investigative Service, the Defense Contract Management Agency, the
Air Force, and a number of other agencies. Rex Robinson died in 2003, before the 2005 settlement. Jim Holzrichter went on after
the settlement to get his paralegal degree and establish a mentorship program for other qui tam relators.

Supplementary Files:
United States’ Complaint
Plaintiffs’ Trial Brief
Relator’s Complaint
U.S. Dept. of Justice Press Release
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BAE
SYSTEMS

For more information on BAE System's
corporate crimes and other scandals please see
The Guardian's archive of articles titled "The
BAE Files" and "Supplying the Enemy: The
Modern Arms Industry and the Military-Industrial
Complex" by Robert Durham.
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BAE Systems Corporate
Responsibility Report 2009 Fighting to regain reputation
By Aleksandra Dobk... on May 28, 2010

A chastened BAE Systems rededicates itself to responsible business conduct
Ethics fines – especially ones in the hundreds of millions of dollars – have a remarkable way of focusing
corporate attention. As BAE Systems emerges from a costly settlement of investigations by the UK
Serious Fraud Oﬃce and the US Department of Justice into improper corporate conduct in 2004 and
2007 respectively, the company has focused a substantial portion of its 2009 corporate responsibility
report around its climb back to respectability.
Frequently referenced are the Woolf committee findings, released in May 2008. The Woolf committee
was appointed by the BAE Systems board and comprised a panel of independent, external experts
chaired by Lord Woolf. It was charged with determining how BAE Systems could become a leader in
responsible business conduct. The committee’s 23 recommendations now form the foundation for an
intense three-year ethics turn-around programme at the company.
BAE Systems is wise to go into substantial detail with regard to its newly aligned ethics strategy. Indeed,
the company may get a grudging nod for disclosing terminations due to ethics violations and openly
sharing details of continued employee concerns about bringing ethics issues to management attention.
Culture change is admittedly very hard, and BAE Systems may continue to be challenged by longstanding patterns of behaviour. Future reports should include an unrelenting emphasis on rooting out
unethical practices while cultivating a more transparent and accountable atmosphere.
The second focal area of BAE Systems’ report is safety. The company has set an aggressive goal of
“driving performance to a level comparable with the best performing global companies by the end of
2011”. Similarly to ethics, a significant amount of culture change will be needed to achieve

this goal, and BAE Systems gamely steps forth with diﬃcult
disclosures. The chief executive letter discusses an on-the-job
fatality, and tables in the safety section show both the total
number of serious injuries and the rate of lost work day cases
– in both cases the statistics trend downwards.
BAE Systems has put some teeth into both its safety and
ethics strategies. The report emphasises the critical role that
the executive committee must play in providing direct and
visible leadership – or stand to forfeit up to 13% of annual
incentive compensation. This approach further cements an
attitude of sincerity towards ethics and safety improvements,
and will clearly be a metric of interest in future reports.

Mars in strategic push to
eradicate slavery from its
entire value chain
The confectionary giant’s new
Sustainable in a Generation plan
includes a commitment to work
with Verité on tackling human
rights and sharing results with
competitors

Unfortunately, BAE Systems neglects to devote the same level
of care to the environmental section of the report. Not only is
the carbon data from 2008 (data for 2009 is due shortly), the
company declines to report on any other environmental
aspects. The omission of key metrics eviscerates the
environmental discussion, especially as BAE Systems itself
concedes that significant impacts are associated with the
company’s material and solvent use, waste generation, water
use, and emissions of air pollutants such as volatile organic
compounds.
BAE Systems claims its environmental management system
duly addresses these issues and explains that “fluctuations in
[these environmental aspects] are heavily influenced by
programme status. We continue to monitor and manage this
data at site and facility level, but no longer aggregate data at a
group level.” Regardless of “fluctuations”, BAE Systems
should return to disclosure of corporate-level performance
data and, additionally, site-specific information, if it expects to
maintain credibility with regard to its environmental
commitment.
In two other focal sections, BAE Systems reports on
“workplace”, mostly as represented through a discussion of
diversity across BAE Systems’ global operations, and on
“community”, highlighting issues such as local outreach and
engagement with various charitable organisations. Chiefly of
interest here is BAE Systems’ decision to assist key suppliers
to weather the ongoing economic storm by instituting flexible
payment schedules and advance ordering. These actions may
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be seen as helping others to help itself, perhaps, but certainly those suppliers at risk of insolvency will
appreciate BAE Systems’ support.
Don’t mention the war
Reaching the end of the report, astute readers will note that, barring a brief mention of charitable activity
directed towards troops, their families, and veterans, BAE Systems manages to tiptoe around the whole
nasty business of war itself – the very plague that serves as a fundamental driver for the company’s
existence.
BAE Systems could consider a whole range of approaches in speaking about global conflict and its
profound societal, environmental, and economic impacts. There are many reasons, both ethical and
sustainability-rooted, why a corporate responsibility report would be an ideal platform for even the briefest
of statements. And yet – nothing.
One hopes that given BAE Systems’ newfound fervour for responsible business conduct, the company will
realise that silence, now and in future reports, is surely not the right approach.
Snapshot
Follows GRI? No
Assured? Yes
Materiality analysis? Ethics and safety cited as key material issues. No details on methodology.
Goals? Yes
Targets? Yes
Stakeholder input? Not evident, briefly mentioned in assurance statement.
Seeks feedback? Includes email address.
Key strength: Extensive discussion and transparency around corporate responsibility management, roles
and responsibilities.
Chief weakness: Decision to omit all environmental statistics except for greenhouse data.
Pleasant surprise: Direct linkage of annual executive incentive to ethics and safety performance.
Aleksandra Dobkowski-Joy is a principal at Framework:CR. adjoy@frameworkCR.com
www.frameworkCR.com
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Federal Contractor Misconduct Database (FCMD)
The federal government routinely awards contracts to companies with histories of misconduct, including contract fraud and other
violations. POGO believes that providing this website will help to improve contracting decisions and increase public knowledge of
how the government spends billions of taxpayer dollars each year. Read more…
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BAE Systems
23 instances of misconduct since 1995 | $596.3M in penalties
BAE Systems is the premier transatlantic defense and aerospace company delivering a full range of products and services for air, land and naval forces, as
well as advanced electronics, information technology solutions and customer support services. With more than 100,000 employees worldwide, BAE
Systems’ sales exceeded $28 billion in 2005.

Correspondence

Date

Letter to BAE Systems

FY

Rank

Contract Awards

6/18/2006

2016

#8

$5,146.9M

Second Letter to BAE Systems

10/25/2006

2015

#10

$4,436.7M

Third Letter to BAE Systems

11/17/2006

2014

#9

$4,988.1M

6/3/2008

2013

#10

$4,837.8M

2012

#10

$6,147.7M

2011

#9

$6,876.3M

Fourth Letter to BAE Systems

23 Instances of Misconduct since 1995
3 additional instances of misconduct pending resolution.
Date
2/16/2017

Instance
Alleged Eurofighter Fraud

Penalty
Pending

BAE Systems, EADS, Finmeccanica, S.p.A.

7/15/2016

Nunez v. BAE Systems San Diego Ship Repair (Unpaid Wages)

$2,900,000

BAE Systems

6/18/2015

False Claims on Army Truck Contract

$0

BAE Systems

2/17/2015

San Diego Bay Fuel Discharge

$54,135

BAE Systems

11/17/2014

RDX Pollution of the Holston River

Pending

BAE Systems

9/16/2014

Military Vehicle Battery False Claims

$0

BAE Systems

9/9/2014

Northumberland Safety Breach

$294,241

BAE Systems

2/19/2014

Violations of Louisville, KY Air Quality Standards
BAE Systems

$105,000

10/4/2013

Northeastern University v. BAE Systems (Breach of Contract)

$0

BAE Systems

9/27/2013

Carnival Cruise Ship OSHA Violation

$7,000

BAE Systems

7/29/2013

Aviles et al v. BAE Systems Norfolk Ship Repair (Sex Discrimination)

$4,150,000

BAE Systems

5/21/2013

East Yorkshire Employee Death

$526,177

BAE Systems

12/28/2011

Discriminatory Employment Eligibility Verification Process

$53,900

BAE Systems

11/28/2011

Meyer v. BAE Systems (Retaliation)

$0

BAE Systems

9/27/2011

EEOC v. BAE Systems (Disability Discrimination)

$55,000

BAE Systems

5/16/2011

Defense Articles and Services Brokering Violations

$79,000,000

BAE Systems

3/23/2011

SEC v. Wiener (Insider Trading)

$101,010

BAE Systems

2/25/2010

HMNZS Canterbury Settlement

$59,000,000

BAE Systems

2/5/2010

Foreign Corruption Global Settlement

$448,123,750

BAE Systems

1/14/2010

Lancashire Factory Explosion

$322,000

BAE Systems

8/18/2009

OSHA Violations at Sealy, Texas Facility

$138,000

BAE Systems

6/8/2009

Paige et al. v. BAE Systems (False Claims, Bid Rigging, Retaliation)

Pending

BAE Systems

6/3/2009

EEOC v. BAE Systems Simula (Age/Sex Discrimination, Retaliation)

$110,000

BAE Systems

9/1/2008

Wales Health and Safety Breaches

$124,543

BAE Systems

7/31/2007

Air Quality Violations (Maricopa County, Ariz.)

$1,200,000

BAE Systems

9/18/2002

Hornet Aircraft Components (False Claims Act)

$0

BAE Systems

Total

Contractor Contact Information
Commercial Business Office
1300 North 17th Street, Suite 1400

$596,264,756

Arlington, VA 23523-1032
Phone: (703) 907-8200
Fax: (703) 907-8300

Contractor Links
Annual Report
Contracting Information
Ethics Page
Good Jobs First's Violation Tracker
Hoovers Profile
Lobbying Information
Political Activity
Press Page
Subsidiary List
Website
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BAE Systems: Corporate Rap Sheet
BAE Systems
By Philip Mattera
Formerly known as British Aerospace, BAE Systems has grown into one of the world’s largest
aviation and weapons companies, with major operations not only in the United Kingdom but also in
Australia, South Africa, Sweden, Saudi Arabia and the United States, where it is now one of the
Pentagon’s largest contractors. In recent years, the company has been embroiled in a controversy
over allegations that it paid bribes to officials in countries ranging from Saudi Arabia to the Czech
Republic. An attempted merger with EADS collapsed in October 2012.

Bribery
For most of the past decade, BAE has been confronted with allegations that the company engaged
in widespread bribery in its dealings with foreign governments. The charges began to receive
significant attention in June 2003, when The Guardian reported that the U.S. government had
privately accused BAE of offering bribes to officials in the Czech Republic. The Guardian went on
to report that BAE was facing bribery allegations in three additional countries: India, South Africa
and Qatar. Among the charges was that BAE had paid millions of pounds in secret commissions to
obtain a huge deal, backed by the British government, to sell Hawk jets to South Africa. There were
subsequent allegations that the company had formed a £20 million slush fund (later said to be £60
million) for paying bribes to officials in Saudi Arabia in the 1980s.
Despite denials by the company, Britain’s Serious Fraud Office (SFO) launched a criminal
investigation of the bribery charges, focusing on the allegations regarding Saudi Arabia. BAE and
the Saudi embassy reportedly lobbied intensively to have the probe terminated, and in December
2006 their effort paid off. The British government called a halt to the case because of national
security concerns. (In April 2008 Britain’s High Court ruled that the termination of the investigation
was unlawful, but in July 2008 the House of Lords overruled the court.) The SFO did, however,
continue to investigate BAE’s questionable behavior in six other countries. The company was also
being investigated by Swiss officials for possible money laundering violations.
Unable to escape these allegations, BAE announced in June 2007 that it would commission its own
purportedly independent examination of the issues led by Lord Woolf, former lord chief justice of
England and Wales. The Woolf Committee’s 150-page report, released in May 2008, stated that
BAE’s top executives “acknowledged that the Company did not in the past pay sufficient attention
to ethical standards and avoid activities that had the potential to give rise to reputational damage.”
However, the report seems to have bowed to the wishes of the company that the focus be placed
on the future rather than the past. The report provided what it called “a route map for the Company
to establish a global reputation for ethical business conduct.” Among its 23 recommendations was
that BAE “continue to forbid facilitation payments as a matter of global policy.” Given the less than
draconian nature of the recommendations, it is no surprise that BAE agreed to adopt all of them.
A new front in BAE’s problems with questionable payments opened in late July 2008, when the
Financial Times reported that it had seen documents suggesting that the company had paid at least
£20 million to a company linked to a Zimbabwean arms trade close to controversial President
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Robert Mugabe.
In February 2010 BAE reached settlements with the U.S. Justice Department and the UK Serious
Fraud Office concerning the longstanding bribery charges. The company agreed to pay $400
million in the U.S. and £30 million in Britain to resolve the cases.
Confidential U.S. government cables leaked to the press by Wikileaks in 2011 indicated that BAE
had paid more than £70 million in bribes to Saudi officials to support its bid for a a contract for
fighter jets.
In July 2011 BAE subsidiary Armor Holdings Inc. agreed to pay $10.29 million to settle charges that
it violated the Foreign Corrupt Practices Act during a period prior to its acquisition by BAE.

Government Contracting and Export Controls
In September 2002 BAE and Lockheed Martin agreed to pay the federal government $6.2 million to
settle False Claims Act charges that a facility in Johnson City, New York that BAE purchased from
Lockheed Martin had produced electronic aircraft components that did not meet contractual
requirements.
In May 2011 the U.S. State Department announced that BAE would pay $79 million in fines and
remedial measures to resolve charges that it violated the International Traffic in Arms Regulation
more than 2,500 times through the unauthorized brokering of U.S. military items.

Environment and Product Safety
BAE received praise as well as some ridicule when it announced in 2006 that it was working on
“green” munitions, including lead-free bullets, rockets with fewer toxic components and quieter
warheads to reduce noise pollution. The bizarre notion of protecting the planet in the course of
killing people was captured by the headline of an article about the project in the Times of London:
“Watch Out, Sarge! It’s Environmentally Friendly Fire.”
In July 2007 the Maricopa County (Arizona) Air Quality Department announced that BAE Systems
subsidiary Simula Inc. would pay $1.2 million to settle eight alleged air quality violations at several
facilities in Phoenix.

Labor
In June 2009 the U.S. Equal Employment Opportunity Commission announced that Simula Inc., a
subsidiary of BAE acquired two years earlier, would pay $110,000 and provide other relief to
resolve charges that the company had engaged in gender and age discrimination.
In August 2009 the U.S. Occupational Safety and Health Administration cited BAE with 16 alleged
serious and two alleged repeat safety violations at its facility in Sealy, Texas. The initial proposed
fine of $134,000 was negotiated down to $78,800.
In January 2010 BAE Systems Land Systems (Munitions and Ordnance) Ltd was ordered to pay
£80,000 in fines and £118,000 in court costs by the UK Health and Safety Executive after a worker
was killed in an explosion at the company’s operation in Lancashire, where the agency said
management had allowed unsafe working conditions to develop.
In December 2011 the U.S. Justice Department announced that BAE Systems Southeast
Shipyards Alabama LLC had settled allegations that the company had engaged in discrimination by
imposing excessive documentary requirements on work-authorized non-U.S. citizens.
In July 2012 the U.S. Equal Employment Opportunity Commission announced that BAE Systems
Tactical Vehicle Systems, LP would pay $55,000 to settle a disability discrimination lawsuit brought
by the agency.
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Other Information Sources
Violation Tracker summary page

Watchdog Groups and Campaigns
American Friends Service Committe: Investigate
Arms and Security Project
Campaign Against Arms Trade
Corporate Watch
Project On Government Oversight
The Corner House
War Resisters’ International

Key Books and Reports
BAE Systems in 2005 by the Campaign Against Arms Trade (May 2006)
BAE Systems Alternative Report 2002 by the Campaign Against Arms Trade (April 2002)
Dirty Profits 2: Report on Companies and Financial Institutions Benefiting from Violations of Human
Rights (Facing Finance, 2013).

Note: This page draws from a corporate profile originally prepared by the author for the Crocodyl
website in August 2008.
Last updated October 13, 2012.
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Corporate Crimes
BAE SYSTEMS has committed an impressive amount of corporate crimes. What follows is merely a selection of some
of the more recent ones and is by no means a comprehensive account of the company’s wrong-doings. CAAT have a
wealth of information on BAE, and further details of the company’s deplorable record can be obtained from them (see
Further Information/Resources).
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Indonesia

BAE SYSTEMS' arms sales to Indonesia are notorious. It has a long history of exporting Hawk Jets to the country,
which was ruled by the vicious Suharto regime (and is still governed by a corrupt and undemocratic system, in which
the military retains a large portion of power). Arms exports began as early as 1978, but the biggest controversy began in
November 1996, when the Conservative government granted an export licence for 16 Hawk-209 aircraft. The purpose of
the Hawk aircraft is not ambiguous - BAE themselves describe it as a "single-seat, radar equipped, lightweight, multirole combat aircraft, providing comprehensive air defence and ground attack capability".[44] Given that in 1996
Indonesia was also trying to purchase US F-16 aircraft (which are air defence fighters), it is likely that the Hawks were
intended mainly for "ground attack".

It is clear that these ground attack fighters were being purchased for use in internal repression, especially in East Timor.
Despite Conservative denials, East Timorese leaders have frequently asserted that Hawk jets have been used in
repressive attacks since 1978,[45] and whilst in opposition Robin Cook believed the same thing. As he stated in 1994,
"Hawk aircraft have been observed on bombing runs in East Timor in most years since 1984".[46] Unfortunately, this
belief did not carry over into his stint as Foreign Secretary for the Labour Government, which renewed the export
licence despite vehement protests. Needless to say, this change of heart had absolutely nothing to do with Lord Hollick
(then a member of the BAE SYSTEMS Board of Directors) being a DTI advisor at the time of the decision[47], or BAE
SYSTEMS massive influence over the Labour Government (see section on Influence/Lobbying). Despite continuing
concerns over the use of Hawk jets in East Timor, the only action taken by the UK Government was a brief ban from
September 1999 to January 2000. It eventually took UN intervention to stop the occupation of East Timor, and needless
to say, BAE have never apologised for accepting contracts from a corrupt and murderous dictatorship.

Saudi Arabia

Before the protests over its exports to Indonesia, BAE (then British Aerospace) had already become involved in one of
the biggest trade scandals of the 1980s; the Al-Yamamah deals with Saudia Arabia. In the words of the Financial Times,
the arms deal known as Al Yamamah II was "the biggest [UK] sale ever of anything to anyone."[48] The deals were
condemned by Amnesty International as a clear endorsement of a country ruled by a repressive regime who displayed a
‘persistent pattern of gross human rights abuses."[49] BAe was the prime contractor for the entire deal, which included
the sale of 48 Tornado bombers, 24 Tornado fighters, 30 Hawk trainer-fighters, and a large number of Rapier missiles. It
also involved millions of pounds worth of corrupt commissions paid to Arabian businessmen, which the Conservative
government of the time denied, and which eventually led to the downfall of Jonathan Aitken. Bringing in the service side
of BAe, the company provided training and advice for the Saudi military. Indeed, this was pursued to such an extent that
The Economist suggested that "the company not only supplies Saudi Arabia with fighter aircraft, but virtually runs its
entire airforce."[50] The scandal was further added to by a Channel 3 TV documentary. This showed two BAe
representatives offering electro-shock batons for sale and claimed that the company had supplied
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8,000 of them as part of the Al Yamamah contract. In spite of the compelling nature of the evidence, the Director of
Public Prosecutions decided not to charge BAe on public interest grounds.[51]

Turkey

The UK sold £84 million worth of arms to Turkey in 1998, most of which came directly from the BAE SYSTEMS empire.
The orders for that year, which was largely typical, included tank turrets, military components and torpedoes. More
worrying was the deal struck between Turkey and Matra Marconi Space, worth $110 million, for military satellite
terminals, and the deal between a Turkish company and Matra BAE Dynamics for the manufacture of BAE's Rapier antiaircraft missiles. 850 of those missiles are to be supplied to Turkey.[52] The problem with all this, of course, is that
Turkey is, an oppressive regime with an appalling human rights record. It routinely uses its military equipment to
oppress and kill Kurds and other ethnic minorities. It has been accused by the Council of Europe, among other bodies,
of having a history of "repeated and serious human rights violations". The same body reported in July 1999 that it could
see "no significant progress in limiting torture, disappearances, and extra-judicial killings" in Turkey.[53]

Deliberate inflation of military spending

Selling military equipment to dictatorial and oppressive regimes is not the only corporate crime that BAE SYSTEMS
commits (although they do seem to like doing it). Just as serious is its complete lack of scruples when selling weaponry
to poverty-stricken and corrupt countries. The old argument "if we didn't do it, someone else would" is soon deployed
when the examples (amongst others) of South Africa, Greece, Tanzania, Zimbabwe and India are raised. According to
CAAT, "Arms purchases do not merely waste scarce resources, but also aggravate international tensions, generating
mutual suspicion and hostility. The essence of this traffic is the alliance between Western arms companies and local
military interests, which repeatedly show that they can manipulate even democratic politicians into needless
extravagances."[54]

South Africa
At the time of writing, the government of South Africa has just decided to go ahead with the second phase of a deal with BAE
worth £1.5 billion, involving the purchase of 24 Hawk aircraft as well as Gripen aircraft from SAAB (which BAE owns shares
in). The deal has been roundly condemned by churches and NGOs across South Africa, as it will inevitably divert much
needed resources from health, education and welfare policies. Raenette Taljaard, finance spokesman for the South African
Democratic Alliance estimated that the money being spent on the Hawk jets could provide 4.5 million destitute South Africans
with a basic living grant of R100 a month for a year, or offer housing subsidies for 337,500 homeless families.[55] Even if
South Africa desperately needed new fighter aircraft, questions have been raised over the suitability of the ageing Hawk jets.
Despite costing more than the aircraft which came first in the evaluation, BAE manufactured aircraft were chosen. This has
lead to accusations of corruption and bribery.
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Greece

Arms sales to Greece would seem to be unobjectionable on first examination. After all, the country is a NATO ally of the UK
and a European democracy. It is also, however, the poorest country in the European Union. At the same time, it spends a
higher proportion of its national income on "defence" than any other European power, except Turkey (Greece's defence
budget was 4.9% of its total budget in 1999). In the year 2000 Greece purchased 60 Typhoon aircraft from BAE SYSTEMS at
a cost of £5 billion.[56] It is also looking to purchase additional submarines and attack fighters. This is disgraceful considering
that the country cannot afford decent healthcare or housing for its citizens. This, however, is not a consideration for BAE,
which will sell to any customer which has the money.

Tanzania

Another case of BAE selling an expensive product to a country unable even to feed its own citizens came to light at the end of
2001, as the Labour Government approved the £28 million sale of a military air traffic control system to Tanzania. The country
has an average per capita income of only £200, and the government of Tanzania has had to take out a hefty loan from
Barclays to finance the deal. In an indication of the utter unsuitability of the deal, even the World Bank and the IMF refused to
fund it, stating that they saw the system as a white elephant which would do nothing to benefit the country, and the
Department for International Development rejected the deal on similar grounds before they were over-ruled by the Cabinet
and Prime Minister. As Julian Forsyth, Oxfam's head of policy, pointed out, the deal also makes a mockery of the
Government's supposed commitment to African debt relief. As he put it, "It is outrageous that Tanzania's debt relief will go
towards bolstering the profits of BAE and Barclays bank, rather than helping the poor people of Tanzania."[57]

India

In 2001, BAE SYSTEMS found itself involved in the "Hinduja scandal" that prompted the resignation of Peter
Mandelson. A former advisoer to the Indian government claimed that the company had paid a large
"commission" to the Indian tycoons to fix a £1bn arms deal with the Indian Air Force for 66 Hawk jets. The
ensuing controversy resulted in the resignation of India's defence minister, George Fernandes, who also stood
accused of manipulating procurement of the Hawks. Despite this embarassing setback, BAE continued to
aggressively pursue the £1bn deal. This was at a time when India’s dispute with Pakistan over Kasmir threatened
to turn into a (potentially nuclear) war, which would futher destabalise the entire region. Furthermore, whilst Tony
Blair was expressing hope that the UK "could a calming influence" in the region, Geoff Hoon, the defence
secretary, was pressing the Indian Government to make a quick decision on the Hawks. The proposed deal has
faced harsh criticism from within India itself, with the UK being accused of "fleecing India over Hawks." [58]

According to The Guardian, the British government has recently admitted that British jets sold to India could be
adapted to carry nuclear weapons or used to train pilots to fly nuclear-capable aircraft. The admission prompted
angry reactions by MPs who said the sales flew in the face of the government's commitment to sustainable
development, its guidelines covering arms exports, and its pledge not to encourage nuclear proliferation.[59]
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BAE SYSTEMS has already sold Jaguar combat aircraft to India in licensing deals which the Ministry of Defence
(MoD) refuses to disclose.[60] Besides breach of contract, 'client confidentiality' is the explanation that's always
trotted out to justify the obscurity within which the British Government is allowed to sponsor and subsidise gunrunning, a BBC correspondent investigating the world of arms exports explains.[61] With regard to the Jaguar jet
deal with India, junior defence minister Lewis Moonie told Tory MP Baldry that information about the end use in
the Jaguar licensing deal, and the number of Jaguars involved in the deal, was confidential. Baldry said the deals
were not consistent with the government's publicly stated concern about the impact of arms sales on sustainable
development. "What the Indian government would spend on Hawk jets amounts to a decade of UK bilateral
development aid," he said.[62]

Zimbabwe

BAE SYSTEMS was happy to provide spare parts to keep Robert Mugabe's ageing Hawk jets in operation in
Zimbabwe, which were obviously being used to sustain Mugabe's operations in the Democratic Republic of Congo.
Significantly, the Foreign Office had wanted to stop the export of the spare parts but are said to have been over-ruled
by the Prime Minister, with whom Sir Richard Evans (Chairman of BAE) has a very close relationship (see section on
Influence/Lobbying). BAE only stopped supplying spare-parts to Mugabe in mid-2000, when Mugabe’s behaviour
became too outrageous to ignore.

Qatar/Algeria

In 2000, the Sunday Times reported that BAE had made an application to export £5 million worth of military equipment
to Qatar, which Qatar intended to gift in full to Algeria. The information was leaked to the Sunday Times by a Qatari
officer, and the DTI confirmed that "it had received the purchase order and it was being considered." Algeria has an
ongoing conflict with Islamic groups and an infamous human rights record.[63]
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Pressure on the Government and MPs

As the world's largest arms manufacturer, and owner of a large majority of the UK's ship-building industry, BAE is able
to exert a massive amount of pressure on the Ministry of Defence. It has a history of threatening the Government with
relocation and withholding of investment if it does not get the contracts that it desires. For example, in 2001 the
company put pressure on the MoD to assign all 12 of the new Type 45 Destroyers to BAE, despite the original plan
being to split their manufacture between Vosper Thornycroft and BAE SYSTEMS. It threatened that if it didn't get the
contract in its entirety it would scrap its planned investment of £150 million at Scotstoun on the Clyde, and effectively
pull out of shipbuilding altogether, crippling the British manufacturing sector.[64]

BAE also boast close links to Tony Blair and the Government (see section on Influence/Lobbying).

Moving into the educational sector

BAE SYSTEMS has developed its PR machine far in advance of the traditional careers fair stall and occasional
brochure. It has formed partnerships with a number of universities in the UK. It also sends many of its young engineers
back into secondary schools to extol the benefits of a career with BAE. In addition, the company have sponsored
various events and "educational" displays, such as the Mind Zone in the Millennium Dome, further linking its name with
scientific and engineering excellence, and avoiding its real business of manufacturing weapons to kill people. Having
capital far in excess of any other UK engineering firm (partly because of its size, and partly because of its massive
reserves from the Al-Yamamah deal) it offers extremely rewarding packages to the best UK engineering students,
ensuring that the arms industry continues to leech off the most promising talents in the sector. (See also Influence/
Lobbying)
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In 2006 Tony Blair forced the SFO to close down a long-term inquiry into the al-Yamamah deal between the UK and
Saudi Arabia. Photo: Eddie Keogh/Reuters
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N

ews that the Serious Fraud Ofce is investigating allegations of corruption in a
deal between the UK government, GPT Special Project Management (a subsidiary
of the arms company EADS), and Saudi Arabia is to be welcomed.

Three whistleblowers allege that, as part of the £2bn government to government deal
for communication and surveillance equipment for the Saudi national guard, at least
£14.5m in suspicious payments were made from 2007 and 2010 to two companies
based in the Cayman Islands. The whistleblowers claim the companies received 14% of
the equipment budget on the contract yet provided no goods or services.
Ministry of Defence ofcials learned of the payments in 2008 and, despite warning GPT
that such payments would not be allowed in the future, took no action, as the
disbursements continued for the next 19 months. No guilt has yet been established, and
EADS says it is co-operating with the SFO.
This deal took place within the context of a global trade in weapons and defence
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equipment in which many laws seem not to apply. Defence companies and individual
arms dealers operate largely with impunity in spite of the fact that the sector accounts
for about 40% of corruption in all world trade.
The size of weapons transactions – often worth tens of billions of pounds – and the
reality that these deals take place behind a veil of national security-imposed secrecy,
create fertile ground for corruption.
The companies and the illicit dealers, whose operations are often closely intertwined,
have strong links to ministries of defence, the military and intelligence services, as well
as to political parties. There is a continuously revolving door of people moving between
these entities.
The funding of the electoral campaigns of those representatives who support defence
contractors in the US can seem like a system of legal bribery, while in Europe and the
UK contributions to political parties by the sector have taken place for decades.
The relative immunity of the trade is illustrated by the fact that, of 502 violations of UN
arms embargoes by governments, companies and individuals, only two have resulted in
legal action, with just one leading to a conviction.
After being investigated for years over extensive allegations of corruption in half a
dozen deals from the mid-1980s, in 2010 BAE admitted to false accounting and making
misleading statements, and agreed to pay out almost £300m in penalties in the US and
the UK. The company ran a global money-laundering system: a network of secret cash
payments amounting to billions of pounds that went on for years with the connivance of
the British government. Authorities repeatedly let the company of the hook.
First, Tony Blair forced the SFO to close down a long-term investigation into the most
corrupt arms deal in history – the al-Yamamah deal between the UK and Saudi Arabia.
The government claimed that national security necessitated this closure after the Saudis
threatened the likely loss of "British lives on British streets" if the investigation
continued.
Senior members of the intelligence services disagreed with the government's judgment.
A high court judge suggested that it was incumbent upon the executive and the SFO to
ensure that no one interfered with our justice system. Even elements in the business
community worried that the decision had damaged the UK's reputation as a leading
financial centre.
In early 2011, the SFO followed up this capitulation with a derisory settlement with BAE
in relation to five other allegedly corrupt deals. The company was fined £500,000 for
"accounting irregularities" after promising to pay damages of £30m. The US
departments of justice and state fined the company almost $550m for the same
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transactions. The diference in settlements may be seen in the context of the views of
the late foreign secretary Robin Cook, who described BAE as "having the key to the
garden door of No 1o".
There is a history of defence transactions with Saudi Arabia being tarnished by
corruption. An arms dealer of more than 50 years' experience described to me how
business with his Saudi clients is done, using a glass on his desk: "You always have to
pay bribes. If they want to buy this glass you tell them it's $5. They will beat you down
to $1, then they will say, 'OK, I will give you $3, but you give me $2 back!'" He claims
that on his Saudi deals he gives more than half of the contract price back in bribes.
From the documentation presented to the SFO and the government concerning the
allegations in the GPT contract, there appears to be prima facie evidence of bribery.
Will the SFO break the trend of decades by fully investigating the allegations and, if
appropriate, charge the corporate entity and the individuals responsible? Or will this be
another whitewash to protect the British defence industry, the government and its
munificent Saudi client?
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Al-Yamamah is Britain's biggest ever arms deal. The agreement - its name means "the
dove" in Arabic - has kept BA E afloat for the last 20 years, bringing around £40bn of
revenue.
The first stage of the deal was agreed in 1985 and signed in 1988. Britain agreed to sell
72 Tornado planes, 30 Hawk trainer jets and 30 other trainer planes to Saudi Arabia.
In 1993 the deal was renewed when the Saudis agreed to buy a further batch of 48
Tornadoes. In the third stage of the deal the Saudis are understood to be buying a new
fleet of 72 Eurofighter Typhoons for up to £10bn. In July 2005 Tony Blair flew to
Riyadh to promote the deal.
Talks were stalling at the time because the Saudis were demanding three favours - one
of which was the ending of the Serious Fraud Ofce investigation. The Ministry of
Defence says an initial agreement has already been reached. However there will be
months of more negotiations before a final contract is signed.
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Over the last two decades BAE [BAE's position] has provided the Saudis with associated
hardware, infrastructure and training under the terms of al-Yamamah. It has 4,600
employees in Saudi Arabia who service the planes and provide technical assistance and
training.
Al-Yamamah has been controversial for many reasons. Within weeks of the deal being
signed in 1985, allegations of corruption surfaced. Those allegations have never gone
away; in December 2006 the government terminated the Serious Fraud Ofce
investigation into claims that BAE had paid massive bribes to Saudi royals.
Critics say Britain should not be selling warplanes and military equipment to a regime
that is barbaric and undemocratic. They say the British government refrains from
criticising the Saudis' appalling human rights abuses in order not to disrupt the arms
sales. The Campaign Against the Arms Trade calls it an "endorsement of a country with
a history of brutal repression".
Al-Yamamah is technically an agreement between the British and Saudi governments,
with BAE as the prime contractor supplying the planes and military equipment. Work is
in turn subcontracted to many other firms.
The British government secretly insures BAE's deals with Saudi Arabia. This means that
the government will pay BAE £1bn if the Saudi regime collapses and the country cannot
pay its debts to the company.
Topics
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WikiLeaks cables: Tanzania ofcial
investigating BAE 'fears for his life'
Prosecutor Edward Hoseah voiced safety fears over inquiry into 'dirty deal' involving
sale of radar system to government

President Jakaya Kikwete, pictured with George Bush in 2008, had his commitment to fghting corruption
questioned, according to the cables. Photograph: Jim Watson/AFP/Getty Images
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The Tanzanian prosecutor investigating worldwide misconduct by BAE, Britain's
biggest arms company, confided to US diplomats that "his life may be in danger" and
senior politicians in his small African country were "untouchable".
A leaked account of what the head of Tanzania's anti-corruption bureau, Edward
Hoseah, termed the "dirty deal" by BAE to sell Tanzania an overpriced radar system, is
revealed in the US embassy cables.
BAE is to appear in court in London tomorrow, when their system of making secret
payments to secure arms contracts, exposed by the Guardian, will be ofcially detailed
for the first time.
Every individual involved in the BAE scandal in Britain and Tanzania has escaped
prosecution.
But the arms giant agreed with the UK Serious Fraud Ofce (SFO) to pay £30m in
corporate reparations and fines, provided the word "corruption" did not appear on the
indictment. A corruption conviction would debar the company from EU contracts.
The former overseas development secretary, Clare Short, said at the time: "It was
always obvious that this useless project was corrupt."
Hoseah met a US diplomat, Purnell Delly, in Dar es Salaam in July 2007, and claimed
(unrealistically it turned out) he would be able to prosecute guilty individuals in the
BAE case. The US cable reports: "He called the deal 'dirty' and said it involved ofcials
from the Ministry of Defence and at least one or two senior level military ofcers."
Hoseah spoke gloomily about the prospects for Tanzania's anti-corruption struggle and
his original hopes to prosecute the "big fish" of corruption.
"He told us point blank ... that cases against the prime minister or the president were
of the table ..." The cable then details allegations against former leaders and their inner
circles, saying they would be "untouchable".
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"He noted that President Kikwete does not appear comfortable letting the law handle
corruption cases which might implicate top-level ofcials." The cable then says Kwitke
"does not want to set a precedent" by going after any of his predecessors.
There were "widespread rumours of corruption within the Bank of Tanzania", Hoseah
said, and the island region of Zanzibar was also "rife with corruption".
The diplomat noted: "Hoseah reiterated concern for his personal security ... saying he
believed his life may be in danger ... He had received threatening text messages and
letters and was reminded every day that he was fighting the 'rich and powerful'."
He might have to flee the country. He warned: "He said quietly: 'If you attend meetings
of the inner-circle, people want you to feel as if they have put you there. If they see that
you are uncompromising, there is a risk.' "
The US embassy noted in a "cynical" aside, that probably the only reason Hoseah felt
obliged to attempt a BAE prosecution was because the SFO had presented him with "a
fully developed case file, brimming with detailed evidence".
Today's court appearance by BAE is the culmination of lengthy attempts to bring the
company to justice since the Guardian exposed its worldwide secret payment system.
The prime minister at the time, Tony Blair, intervened in 2006 to halt an SFO
investigation into payments to members of the Saudi royal family.
The US department of justice has had more success than the SFO, forcing BAE to pay
$400m (£260m) in penalties under the US Foreign Corrupt Practices Act.

£28m

radar

deal

'stank'

Tanzania, on Africa's east coast, is one of the poorest states in the world, formerly
controlled in turn by Arab slavers, German colonists and the British.
At the time of the radar deal, life expectancy was 45.
Tanzania was forced to apply for debt relief from the west and was heavily dependent
on aid. It is ravaged by HIV/Aids and its GDP per head is just $723 (£465).
President Benjamin Mkapa, whose regime did the deal, was succeeded in 2004 by his
political colleague Jakaya Kikwete.
Tanzania, which has no air force, bought the military air defence radar from BAE in
2001 for £28m.
It was claimed the Commander system, which was portable and festooned with antijamming devices, could also be used for civilian air trafc control.
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The country borrowed the cost from Barclays, adding to its debt burden. Both the
World Bank and the International Civil Aviation Organisation called the purchase
unnecessary and overpriced.
In London, the then development secretary, Clare Short, temporarily blocked aid
payments in protest. "It stank," she now says of the sale.
She urged an export licence be withheld, but was overruled by Tony Blair himself.
Robin Cook, then foreign secretary, recorded bitterly in his diary that Dick Evans [of
BAE] seemed to have "the key to the garden door of No 10 [Downing St]".
In January 2007 the Guardian disclosed that BAE had used an ofshore front company,
Red Diamond, to secretly pay £8.4m, 30% of the radar's ostensible price, into a Swiss
account.
The account was controlled by Tanzanian middleman Sailesh Vithlani. His
"consultancy" agreement was, it is alleged, formally signed of in London by Evans.
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Most Environmentally and Socially
Controversial Companies in
October 2008
Zurich, November 4, 2008 / Charlotte Mansson

According to the reputational risk radar RepRisk, the top ten most environmentally and socially
controversial companies in October 2008 were: Sanlu, Yili, Wal-Mart, BAE Systems, Chevron, BP, Exxon
Mobil, Fonterra, Shell, and Monsanto. Last month’s rankings were heavily influenced by the contaminated
Chinese milk powder scandal, and this month we still see a number of these companies on the top ten list
as they continue to be criticized in the media. Companies on the list have also been severely criticized by
the world’s media and NGOs for issues including human rights abuses, severe environmental violations,
impacts on local communities, corruption and bribery, and breaches of labor, health and safety standards.
Rankings are based on the Reputational Risk Index (RRI), as measured by RepRisk in October of this year.
RepRisk does not measure a firm's overall reputation. Instead, by capturing criticism, RepRisk provides an
indicator of reputational risk. RepRisk is used by asset owners and asset managers, commercial and
investment bankers, and supply chain managers and corporate responsibility experts.

Top ten most criticized and
controversial companies in
October 2008
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The RRI ranges from zero (lowest) to 100 (highest) and its calculation is based on the reach of news
sources, the frequency and timing of news, as well as its content, i.e. severity and novelty of the issues
addressed. The RRI is an indicator of a company's exposure to controversial issues and allows an initial
assessment of risks which are attached to investments and business relationships. It also allows the
exposure of an entity to be compared with that of its peers and permits risk trends to be tracked over
time.
The following pages provide a summary of the criticism to which the ten most controversial companies
have been exposed, as well as the environmental and social issues that have been associated with these
companies. The company’s ranking from the September report is shown in brackets.
Please refer to page 7 for more details on methodology.

Shijiazhuang Sanlu Group Holding Co. Ltd., Rank 1 [1]
For the past couple of months, Shijiazhuang Sanlu Group Holding Co. Ltd. has been embroiled in a major
scandal involving the contamination of its milk powder with melamine. It is alleged that farmers or dealers
may have diluted milk with water and added melamine to make the milk's protein level appear higher
than it really was. The company, which is 43 percent owned by Fonterra, has been blamed for several
infant deaths and thousands falling ill, allegedly caused by the consumption of products containing the
tainted milk powder.
Top two issues:
1.

Products (Health and Environmental
Issues)

2.

Supply Chain (E, S, L Issues)
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BAE Systems, Rank 4 [32]
BAE Systems has been accused of corruption and paying bribes in a deal in 2001 to supply GBP 1.1 billion
worth of fighter planes to the Czech military. Protesters and NGOs have also accused BAE of illegally
supplying weapons to war zones and dictatorships. In a separate incident, the Organization for Economic
Co-operation and Development (OECD) published a report detailing bribery allegations concerning BAE
Systems' involvement in weapons deals with Saudi Arabia.
Top three issues:
1.

Corruption, Bribery, Extortion and
Money Laundering

2.

Human Rights Abuses and Corporate
Complicity

3.

Controversial Products and Services

Chevron Corporation, Rank 5 [5]
Chevron is facing court action in the US following an incident in May 1998 when members of the Ilaje
tribe in the Niger Delta protested against Chevron’s alleged destruction of water sources, farmlands and
fishing, as well as its employment practices. Allegedly, protesters opposing the company’s activities were
shot, tortured, and killed. Kazakhstan's Environmental Protection Ministry accused Chevron-led
TengizChevroil and others of failing to comply with their environmental commitments and threatened to
halt their operations. Chevron-led TengizChevroil has also been fined USD 307 million in 2008 for
violating environmental law. In a separate case, local ranch owners in Great Falls, Montana, filed a lawsuit
against Chevron and others, claiming their land and groundwater have been polluted by petroleum
products that leaked from storage tanks decades ago.
Top three issues:
1.

Impacts on Ecosystems/
Landscapes

2.

Impacts on Communities

3.

Human Rights Abuses
and Corporate
Complicity
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Monsanto Co., Rank 10 [8]
Greenpeace Mexico accused Monsanto CO and Mexico's Secretary of Agriculture, Livestock, Rural
Development, Nutrition and Fisheries (SAGARPA) of putting 25,000 hectares at risk of transgenic crosspollination in the Mexican state of Chihuahua. The NGO announced that it had proof of pollution with
transgenic seeds over eight hectares, and denounced the fact that the affected farmers had not been able
to sell their products as a result of such pollution.
Top three issues:
1.

Impacts on Communities

2.

Impacts on Ecosystems/
Landscapes

3.

Products (Health and
Environmental Issues)

Methodology
RepRisk objectively monitors the level of criticism to which a company is exposed. All data is collected and
processed by a strictly rule-based approach; it is not the result of an assessment, rating or verdict from our
analysts.
The "Most Environmentally and Socially Controversial Companies" report was compiled using information
from the RepRisk database, which consists of negative news on companies’ environmental and social
performance. The RepRisk database currently covers more than 7,000 companies and holds news from
thousands of sources, ranging from commercial newspapers and on-line media to NGO websites, blogs
and newsletters. Once the negative news has been identified with advanced search algorithms and
analyzed for its novelty, relevance and severity, risk analysts enter it into the database and link it to the
companies in question. No news is entered twice unless it has been escalated to a more influential source
or higher-profile media outlet. This helps to ensure the balanced and objective rating and weighing of the
negative news, and thus the company’s RRI. The RRI measures the risk to a company’s reputation, not its
actual reputation in general. Each report is compiled by taking the ten most criticized companies in our
database of more than 7,600 companies.
For more information about the "Most Environmentally and Socially Controversial Companies" report,
please contact Charlotte Mansson at mansson@ecofact.com, tel: +41 44 350 6022, or visit our websites:
www.reprisk.com or www.ecofact.com.
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RepRisk®
RepRisk is a web-based tool that provides insights into environmental and social issues that present financial
and reputational risks to a bank, company, or investment portfolio. It facilitates the identification and
assessment of controversial issues associated with specific companies and business relationships.
RepRisk's assessment of the environmental and social performance of a company is based on the company's
activities in the field as observed by independent third parties, and is not derived from information provided by
the company itself.
Every day, RepRisk captures the reactions of print media, more than 600 NGO websites and newsletters, news
websites, blogs and other online sources on controversial issues relevant to financial institutions, other
companies, and projects.
RepRisk covers controversial issues ranging from employee and community relations to resource availability and
efficiency, environmental footprint and product portfolio-related risks. In particular, it addresses all of the
principles of the UN Global Compact.

ECOFACT
ECOFACT is a leading provider of reputational, environmental and social risk management solutions in the
financial industry. ECOFACT is based in Zurich and leverages a global network of sector and issue specialists.
Our key competencies lie in translating non-traditional risks into relevant analyses and practical strategies for
business. Our client base consists of asset managers, pension funds, commercial and investment banks, the
leading development banks, insurance companies, and governmental agencies.
In addition to RepRisk and consulting projects and services, ECOFACT has developed a methodology to exploit
investment opportunities for Sustainable Earnings in Emerging Markets (SEEM). The SEEM portfolio builds on
ECOFACT’s Country Risk Rating and underweights or even excludes companies with a high exposure to
environmental, social or reputational risks, thus allowing risk-averse investors to participate in the growth of
emerging markets.
ECOFACT AG was founded in 1998 as a spin-off from a leading Swiss bank and is a fully independent
corporation.
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BAE Systems
By Philip Mattera
Formerly known as British Aerospace, BAE Systems has grown into one of the world’s largest
aviation and weapons companies, with major operations not only in the United Kingdom but also in
Australia, South Africa, Sweden, Saudi Arabia and the United States, where it is now one of the
Pentagon’s largest contractors. In recent years, the company has been embroiled in a controversy
over allegations that it paid bribes to officials in countries ranging from Saudi Arabia to the Czech
Republic. An attempted merger with EADS collapsed in October 2012.

Bribery
For most of the past decade, BAE has been confronted with allegations that the company engaged
in widespread bribery in its dealings with foreign governments. The charges began to receive
significant attention in June 2003, when The Guardian reported that the U.S. government had
privately accused BAE of offering bribes to officials in the Czech Republic. The Guardian went on
to report that BAE was facing bribery allegations in three additional countries: India, South Africa
and Qatar. Among the charges was that BAE had paid millions of pounds in secret commissions to
obtain a huge deal, backed by the British government, to sell Hawk jets to South Africa. There were
subsequent allegations that the company had formed a £20 million slush fund (later said to be £60
million) for paying bribes to officials in Saudi Arabia in the 1980s.
Despite denials by the company, Britain’s Serious Fraud Office (SFO) launched a criminal
investigation of the bribery charges, focusing on the allegations regarding Saudi Arabia. BAE and
the Saudi embassy reportedly lobbied intensively to have the probe terminated, and in December
2006 their effort paid off. The British government called a halt to the case because of national
security concerns. (In April 2008 Britain’s High Court ruled that the termination of the investigation
was unlawful, but in July 2008 the House of Lords overruled the court.) The SFO did, however,
continue to investigate BAE’s questionable behavior in six other countries. The company was also
being investigated by Swiss officials for possible money laundering violations.
Unable to escape these allegations, BAE announced in June 2007 that it would commission its own
purportedly independent examination of the issues led by Lord Woolf, former lord chief justice of
England and Wales. The Woolf Committee’s 150-page report, released in May 2008, stated that
BAE’s top executives “acknowledged that the Company did not in the past pay sufficient attention
to ethical standards and avoid activities that had the potential to give rise to reputational damage.”
However, the report seems to have bowed to the wishes of the company that the focus be placed
on the future rather than the past. The report provided what it called “a route map for the Company
to establish a global reputation for ethical business conduct.” Among its 23 recommendations was
that BAE “continue to forbid facilitation payments as a matter of global policy.” Given the less than
draconian nature of the recommendations, it is no surprise that BAE agreed to adopt all of them.
A new front in BAE’s problems with questionable payments opened in late July 2008, when the
Financial Times reported that it had seen documents suggesting that the company had paid at least
£20 million to a company linked to a Zimbabwean arms trade close to controversial President
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Robert Mugabe.
In February 2010 BAE reached settlements with the U.S. Justice Department and the UK Serious
Fraud Office concerning the longstanding bribery charges. The company agreed to pay $400
million in the U.S. and £30 million in Britain to resolve the cases.
Confidential U.S. government cables leaked to the press by Wikileaks in 2011 indicated that BAE
had paid more than £70 million in bribes to Saudi officials to support its bid for a a contract for
fighter jets.
In July 2011 BAE subsidiary Armor Holdings Inc. agreed to pay $10.29 million to settle charges that
it violated the Foreign Corrupt Practices Act during a period prior to its acquisition by BAE.

Government Contracting and Export Controls
In September 2002 BAE and Lockheed Martin agreed to pay the federal government $6.2 million to
settle False Claims Act charges that a facility in Johnson City, New York that BAE purchased from
Lockheed Martin had produced electronic aircraft components that did not meet contractual
requirements.
In May 2011 the U.S. State Department announced that BAE would pay $79 million in fines and
remedial measures to resolve charges that it violated the International Traffic in Arms Regulation
more than 2,500 times through the unauthorized brokering of U.S. military items.

Environment and Product Safety
BAE received praise as well as some ridicule when it announced in 2006 that it was working on
“green” munitions, including lead-free bullets, rockets with fewer toxic components and quieter
warheads to reduce noise pollution. The bizarre notion of protecting the planet in the course of
killing people was captured by the headline of an article about the project in the Times of London:
“Watch Out, Sarge! It’s Environmentally Friendly Fire.”
In July 2007 the Maricopa County (Arizona) Air Quality Department announced that BAE Systems
subsidiary Simula Inc. would pay $1.2 million to settle eight alleged air quality violations at several
facilities in Phoenix.

Labor
In June 2009 the U.S. Equal Employment Opportunity Commission announced that Simula Inc., a
subsidiary of BAE acquired two years earlier, would pay $110,000 and provide other relief to
resolve charges that the company had engaged in gender and age discrimination.
In August 2009 the U.S. Occupational Safety and Health Administration cited BAE with 16 alleged
serious and two alleged repeat safety violations at its facility in Sealy, Texas. The initial proposed
fine of $134,000 was negotiated down to $78,800.
In January 2010 BAE Systems Land Systems (Munitions and Ordnance) Ltd was ordered to pay
£80,000 in fines and £118,000 in court costs by the UK Health and Safety Executive after a worker
was killed in an explosion at the company’s operation in Lancashire, where the agency said
management had allowed unsafe working conditions to develop.
In December 2011 the U.S. Justice Department announced that BAE Systems Southeast
Shipyards Alabama LLC had settled allegations that the company had engaged in discrimination by
imposing excessive documentary requirements on work-authorized non-U.S. citizens.
In July 2012 the U.S. Equal Employment Opportunity Commission announced that BAE Systems
Tactical Vehicle Systems, LP would pay $55,000 to settle a disability discrimination lawsuit brought
by the agency.
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Other Information Sources
Violation Tracker summary page

Watchdog Groups and Campaigns
American Friends Service Committe: Investigate
Arms and Security Project
Campaign Against Arms Trade
Corporate Watch
Project On Government Oversight
The Corner House
War Resisters’ International

Key Books and Reports
BAE Systems in 2005 by the Campaign Against Arms Trade (May 2006)
BAE Systems Alternative Report 2002 by the Campaign Against Arms Trade (April 2002)
Dirty Profits 2: Report on Companies and Financial Institutions Benefiting from Violations of Human
Rights (Facing Finance, 2013).

Note: This page draws from a corporate profile originally prepared by the author for the Crocodyl
website in August 2008.
Last updated October 13, 2012.
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Textron To Pay $4.6M To Settle Iraq Kickback
Claims
By Christine Caulfield
Law360, New York (August 23, 2007, 12:00 AM EDT) -- Industrial company Textron Inc. will shell out $4.6
million to settle claims that it paid kickbacks to Iraqi officials to secure business under the UN's oil-for-food
program.
The Rhode Island-based company said in a statement Thursday it had agreed to fork out the money to resolve
corruption allegations brought by both the U.S. Securities and Exchange Commission and the U.S.
Department of Justice.
The SEC said two French subsidiaries of Textron made more than $650,000 in illicit payments as part of its
contract to sell humanitarian goods to Iraq under the controversy-plagued program.
The SEC filed charges against Textron under the Foreign Corrupt Practices Act, alleging these kickbacks
were made between 2001 and 2003, and cloaked as phony “after-sales service fees.”
The oil-for-food program was designed to allow Iraq, which was subject to international trade sanctions at the
time, to purchase goods through a UN escrow account. But the kickbacks, according to the SEC, bypassed
the official channels and were paid by third parties into Iraqi-controlled accounts.
The commission further claimed the Textron subsidiaries, David Brown Guinard Pumps SAS and David
Brown Transmissions France SA, made another $115,000 in secret payments to secure 36 contracts in the
United Arab Emirates, Bangladesh, Indonesia, Egypt and India between 2001 and 2005.
The complaint, filed Thursday in the U.S. District Court for the District of Columbia, alleged Textron made
almost $2 million from Oil for Food contracts secured by secret kickback agreements.
DB Guinard Pumps allegedly won three inflated contracts by agreeing to the payments in undisclosed side
letters with the Iraq ministry. The complaint claimed company managers approved approximately $83,000 in
kickbacks that were filtered to Iraq through a Lebanese go-between.
DB Transmissions France allegedly scored 10 oil-for-food contracts that were inflated by 10% in kickbacks.
According to the SEC, the company's export sale manager received approval from his bosses to include the
more than $560,000 in secret payments in the contract price submitted to the UN. The money was then

channeled to Iraq through a Jordanian consultant, the complaint alleged.
The commission said Textron failed to maintain proper internal controls to uncover and prevent the payments
being made. The subsidiaries failed to enter into signed agreements with their consultants, as per Textron
policy, and failed to report known misconduct to their superiors.
“Textron knew or was reckless in not knowing that illicit payments were paid in connection with all of these
transactions,” the SEC said. “Although Textron knew of endemic corruption problems in the Middle East, it
appeared to take on faith, without adequate confirming steps, that its managers and employees were
exercising their duties to manage and comply with compliance issues.”
Textron neither admitted nor denied the allegations but said it had voluntarily reported the payments made by
its “fifth tier” subsidiaries to the SEC and the U.S. Department of Justice.
The company said the settlements also called for remedial actions that were already being implemented and
were “consistent with Textron's longstanding policy against improper payments.” No Textron officials had
been caught up in the scandal, it added.
“Textron takes compliance matters very seriously and is pleased that the DOJ and SEC commented favorably
on Textron's early discovery and reporting of these matters as well as its commitment to implementing
enhanced compliance policies and procedures,” the company said.
Textron will pay $3.5 million to settle the SEC's charges, and another $1.14 million fine as part of its nonprosecution agreement with the Justice Department.

© 2017, Portfolio Media, Inc. About | Contact Us | Legal Jobs | Careers at Law360 | Terms | Privacy Policy | Law360 Updates | Help | Lexis Advance
Beta Tools: Track docs | Track attorneys | Track judges
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Textron wins $641 million deal to build
Saudi cluster bombs

#DEALS

AUGUST 20, 2013 / 6:31 PM / 4 YEARS AGO

Textron wins $641 million deal to build Saudi cluster bombs
Reuters Staff

2 MIN READ

WASHINGTON (Reuters) - Textron Defense Systems, a unit of Textron Inc (TXT.N), has won a
U.S. Air Force contract valued at $641 million to build 1,300 cluster bombs for Saudi Arabia, the
U.S. Defense Department and Textron said on Tuesday.
The contract, which runs through the end of 2015, formalizes the sale of Textron’s CBU-105
cluster bombers to Saudi Arabia, a deal that was first notified to Congress in December 2010.
The Pentagon’s daily digest of major arms sales said $410 million in foreign military sales funds
were being obligated for the Saudi work at this time.
Textron said the CBU-105, also known as a Sensor Fuzed Weapon, meets the Pentagon’s policy
on cluster munitions, which requires that they must not result in more than 1 percent unexploded
ordnance, or duds.
Company spokesman Stephen Greene said the Sensor Fuzed Weapon has a greater than 99.6
percent reliability rate, which means that it may yield a dud less than 0.5 percent of the time. He
said the U.S. Air Force had also verified that if a dud were to reach the ground, it would be inert
and safe to handle in under two minutes.
The Air Force had no immediate comment on details of the contract announcement.
Reporting by Andrea Shalal-Esa; Editing by Bob Burgdorfer
Our Standards: The Thomson Reuters Trust Principles.
All quotes delayed a minimum of 15 minutes. See here for a complete list of exchanges and delays.
© 2017 Reuters. All Rights Reserved.
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Why the last U.S.
company making cluster
bombs won’t produce
them anymore
By Thomas Gibbons-Neff September 2, 2016

Textron, the last U.S. company to build cluster bombs, announced in a
securities filing Tuesday that one of its subsidiaries would no longer
produce the controversial and internationally derided munition, citing
dwindling demand.

https://www.washingtonpost.com/...-last-u-s-company-making-cluster-bombs-wont-produce-them-anymore/?utm_term=.7a5f3f3d7f24%20
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The Rhode Island-based company’s decision comes after the Obama
administration halted a shipment of approximately 400 of their cluster
weapons — called CBU-105s — to Saudi Arabia in May, following reports
that the Saudis were using the weapons indiscriminately during their air
campaign over Yemen.
Cluster munitions is a blanket term for a variety of weapons that
distribute submunitions or bomblets over an area, often to destroy
concentrations of troops and equipment or damage infrastructure such
as roads and airfields. The United States first started widely using them
during the Korean War and has used them in every major conflict since.
The reason that many countries have banned their use is that the
bomblets used in these attacks often fail to explode and go on to become
highly volatile pieces of unexploded ordnance that kill and maim
the civilians who encounter them.
A total of 119 countries have signed or acceded to an internationally
recognized ban on cluster munitions. The United States is not one of
them, nor is Saudi Arabia.
Though the United States hasn’t allotted funds for cluster munition
production since 2007, the CBU-105 has been readily exported to
several countries since. Saudi Arabia purchased more than 1,500 of the
weapons between 2010 and 2011, according to a report by the Landmine
and Cluster Munition Monitor.
While there are several different types of cluster bombs in the U.S.
inventory, U.S. policy stipulates that exported cluster munitions must
have no more than a 1 percent unexploded ordnance rate. Textron’s
CBU-105 was the last remaining U.S. cluster munition to meet

that
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requirement — at least on paper, said Megan Burke, the director for
the International Campaign to Ban Landmines and Cluster Munition
Coalition. While U.S. forces haven’t used cluster munitions in large
quantities since the opening salvos of Operation Iraqi Freedom in 2003,
current Pentagon directives also enforce the 1 percent rule, though
commanders can request an exception. According to an U.S. Air Force
spokesman, neither the United States nor the international coalition has
used cluster munitions in the air war against the Islamic State in Syria,
Iraq and now Libya.

The CBU-105 Sensor Fuzed Weapon is composed of two main
components: a bomb and a guidance kit that allows it to get to its target
accurately in bad weather and high winds. The bomb part of the CBU105 cocktail is actually called a CBU-97B Sensor-Fuzed Weapon,
which contains 10 BLU-108B submunitions, which themselves contain
four smaller explosives. According to U.S. military documents, the CBU97 “provides multiple kills per pass” against a wide variety of vehicles
including tanks and armored personnel carriers. What makes the CBU97 unique is the fact that its bomblets are considered “smart.” When
they detect heat from a vehicle, the hockey puck-shaped explosives arm
themselves and explode.
https://www.washingtonpost.com/...-last-u-s-company-making-cluster-bombs-wont-produce-them-anymore/?utm_term=.7a5f3f3d7f24%20
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A February report by Human Rights Watch investigated five separate
Saudi-orchestrated attacks in Yemen involving the CBU-105 and came to
the conclusion that the CBU-105, despite claims to the contrary,
exceeded the 1-percent-unexploded-ordnance rule and that the Saudi air
coalition had dropped the bombs near concentrations of civilians — a
direct violation of the U.S. export policy for the weapons. One Dec. 2015
attack near Al-Hayma port in Yemen injured a woman and two children
when a cluster of bomblets drifted downwind into a group of houses
before exploding.
In May, Scott Donnelly, the president and chief executive of Textron,
defended his weapons in an editorial published by Providence Journal,
roughly a month after protesters began showing up at his headquarters
calling for Textron to stop making the munitions.
“The protesters rely on reports that [CBU-105] remnants have been
found in certain conflict areas. They conclude that these remnants can
be linked to civilian deaths and injuries long after the battle,” Donnelly
wrote. “It’s simply wrong. The presence of these remnants demonstrates
that a munition did not locate a target vehicle while in the air, and then
disarmed itself on the ground — exactly as designed and with no threat
to civilians.”
Yet even if the bomblet disarms itself exactly as designed, as Donnelly
states, it is still considered unexploded ordnance and needs to be
disposed of accordingly, according to a 2008 Pentagon policy directive
on cluster munitions that was signed under the Bush administration
and upheld under the Obama administration.
According to Textron’s Security and Exchange Commission filing, the
company’s reorganization will be complete by March 2017. Dave

https://www.washingtonpost.com/...-last-u-s-company-making-cluster-bombs-wont-produce-them-anymore/?utm_term=.7a5f3f3d7f24%20
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Sylvestre, a spokesman for Textron, said the company is still fulfilling
orders for the CBU-105 but could not say whom the orders were for.
Since 2008 the U.S. has exported the CBU-105 to six countries besides
Saudi Arabia, according to the Landmine and Cluster Munition Monitor.
Those countries are India, the United Arab
Emirates, Taiwan, Oman, South Korea and Singapore.
“Historically, [CBU-105] sales have relied on foreign military and direct
commercial international customers for which both executive branch
and congressional approval is required,” the filing says. “The current
political environment has made it difficult to obtain these approvals.”
The decision to discontinue the CBU-105 line will probably open
Textron up to more investments from European countries that have
banned cluster munitions, Burke said, as most countries that ban the
weapons are not allowed to invest in overseas companies that build
them.
Though Textron has publicly said it will no longer make the CBU-105, it
is unclear whether other U.S. munition companies will follow suit by
renouncing product lines of certain submunitions that can be put into
cluster bombs. Both Orbital ATK and General Dynamics, companies that
have made submunitions in the past for cluster weapons, were not
available for comment. On Orbital ATK’s site, there is a 2015 fact sheet
for what the company calls the Lethality Enhanced Ordnance, a cluster
munition that is billed as meeting the 1-percent-unexploded ordnance
rule by supposedly eliminating it.
The exact number of cluster munitions in current U.S. stockpiles in
unclear, but according to the Landmine and Cluster Munition Monitor’s
2016 report, the United States had 6 million cluster munitions in its
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inventory in 2011 and in 2015 had roughly 136,000 tons of the
munitions in a stockpile set to be destroyed.
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46.3%

48

Marathon
Petroleum

49

Textron

452,466

0.09

0.00 22.6%

50.1%

50

Praxair

444,899

0.21

0.00 24.1%

42.3%

51

General Motors

407,104

3.12

0.01 17.1%

25.7%

52

DTE Energy

374,944

4.93

0.09 26.7%

47.4%

53

Chemours

360,119

6.28

8.78 19.7%

43.3%

54

AK Steel

343,155

0.33

0.01 21.5%

20.4%

55

Deere

342,304

0.36

0.02 18.8%

24.8%

56

NRG Energy

336,638

18.88

0.00 13.5%

30.0%

57

Xylem Inc

334,325

0.00

0.00 15.2%

38.8%

58

Targa Resources

331,797

0.06

0.02 25.8%

85.5%

59

Cargill

320,437

4.92

0.00 23.7%

52.1%

314,851

0.39

0.24 17.4%

22.1%

60

Air Products &
Chemicals

61

Danaher

308,192

0.08

0.00 19.7%

55.2%

62

Delta Air Lines

300,637

0.30

0.00 18.5%

46.3%

https://www.peri.umass.edu/toxic-100-air-polluters-index-2016-report-based-on-2014-data[2017-10-03, 4:20:39 AM]
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63

International
Paper

283,930

39.91

0.00 22.9%

43.2%

64

PPL Corp.

276,467

11.25

0.00 15.4%

23.7%

65

3M Company

271,658

2.64

12.64 14.1%

33.8%

264,033

9.40

0.00 20.9%

26.9%

66

Archer Daniels
Midland

67

Petrobras

264,020

0.32

0.00 25.1%

81.3%

68

Duke Energy

259,978

17.80

0.00 16.6%

27.4%

259,332

0.41

0.00 13.1%

47.4%

241,926

1.06

0.00 17.6%

46.3%

237,327

0.22

0.12 23.8%

64.8%

69
70
71

Martin Marietta
Materials
Kimberly-Clark
Huntington Ingalls
Industries

72

Monsanto

235,743

0.48

0.26 13.3%

22.2%

73

Compass Group

235,109

0.00

0.27 11.0%

26.0%

74

Owens Corning

234,253

0.59

0.00 19.0%

49.9%

75

Ashland Inc.

231,477

0.76

0.17 17.1%

36.7%

76

Becton Dickinson

230,333

0.00

0.00 10.0%

24.1%

217,698

1.68

0.62 14.6%

12.7%

77

SABIC (Saudi
Basic Industries)

78

FirstEnergy

209,431

11.48

0.00 14.3%

12.0%

79

Mallinckrodt

208,890

0.03

0.81 14.3%

39.4%

80

Boeing

197,948

0.35

0.02 18.8%

42.8%

81

Ford Motor

190,952

2.85

0.00 15.6%

32.9%

82

SAS Global Corp

182,753

0.00

0.00 32.2%

56.4%

83

LKQ

181,156

0.03

0.00 16.3%

7.0%

84

C.R. Bard

179,744

0.34

0.00 19.8%

51.8%

85

Lockheed Martin

173,295

0.00

0.01 26.4%

74.0%

86

LafargeHolcim

172,050

2.20

0.03 15.5%

36.8%

https://www.peri.umass.edu/toxic-100-air-polluters-index-2016-report-based-on-2014-data
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87

Illinois Tool Works

166,823

0.16

0.11 14.8%

52.4%

88

Medtronic

164,717

0.19

0.11 27.0%

47.7%

89

AES Corp.

158,710

9.93

0.00 20.1%

28.1%

90

Invesco

153,669

0.00

0.00 16.6%

25.3%

91

Michelin

148,852

0.48

0.00 24.4%

47.2%

92

Whirlpool

135,805

0.15

0.00 24.7%

8.4%

93

Ecolab

135,678

0.17

0.28 14.6%

67.7%

94

HeidelbergCement

129,212

0.71

0.00 12.9%

36.4%

95

Ingredion

123,581

0.55

0.00 18.7%

51.3%

96

Pentair

118,051

0.02

0.00 23.1%

52.8%

97

Pemex

113,663

0.11

0.00 21.9%

71.8%

98

HollyFrontier

112,959

0.83

0.01 18.6%

28.6%

99

Carpenter Co

112,320

0.01

0.18 19.0%

58.4%

110,981

0.04

0.04 11.4%

27.4%

100

Johnson &
Johnson

Explanatory notes (For details, see the technical notes).
RSEI score: Estimated population chronic health human health risk from air releases
and incineration transfers reported to the US Environmental Protection Agency's
Toxics Release Inventory (TRI) for the 2014 Reporting Year, as computed by the US
EPA's Risk-Screening Environmental Indicators (RSEI ver. 2.3.4) from quantity
released, toxicity of chemicals, and population exposure. Data are adjusted by the
Corporate Toxics Information Project (CTIP) for subsequent revisions to TRI data,
including where available revisions to the share of hexavalent chromium in chromium
releases.
Source: US EPA and Corporate Toxics Information Project (CTIP).
Quantity of toxic air releases and incineration transfers: Millions of pounds of
toxic chemicals released to the air on-site or transferred offsite for incineration in the
TRI 2014 Reporting Year, without adjustment for toxicity or population exposure.
Source: US EPA.
Environmental Justice (EJ): Poor Share and Minority Share: Shares of the total
population health risk borne by people living below the poverty line or by people in
minority racial/ethnic groups. In the U.S. population, 14.5 percent live below the

https://www.peri.umass.edu/toxic-100-air-polluters-index-2016-report-based-on-2014-data
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poverty line and 36 percent are members of minority racial/ethnic groups.
Sources: US EPA, US Census, and CTIP.
Coverage: This table presents the highest toxic-score companies that appear on the
Forbes Global 2000 list, 2016 ranking (first 500 companies only), the Forbes
America’s Largest Private Companies list, 2016 ranking, the Fortune 500 list as of the
end of 2015 (first 500 companies only), the Fortune Global 500 (made with data from
fiscal years ending by March 2016), or the S&P 500 as of July 1 2016. Individual
facilities are assigned to corporate parents on the basis of the most current
information on their ownership structure as of late 2016.
Source: CTIP.
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About this report
This RepRisk Company Report is a compilation of all the RepRisk data for an
individual company in a convenient PDF format. The reports are
dynamically-generated – i.e. automatically updated to include the latest
information from the RepRisk database.
RepRisk's assessment of the ESG performance of a company is based on the
company's activities in the field as observed by independent third parties, and is
not derived from information provided by the company itself.

The RepRisk Index
The RepRisk Index (RRI) is a quantitative risk measure that captures criticism
and quantifies a company's or project's exposure to controversial environmental,
social and governance issues. It does not measure a company's or project's
overall reputation, but rather is an indicator of a company's or project's
reputational risk. It facilitates an initial assessment of the risks associated with
investments or business relationships, allows the comparison of a company's
exposure with that of its peers, and helps track risk trends over time.
The RepRisk Index ranges from zero (lowest) to 100 (highest). It is calculated
based on the influence of news source, the frequency and timing of the news, as
well as the news content, including the severity (harshness) and novelty
(newness) of the issues addressed. In order to ensure a balanced and objective
rating and weighting, news is only entered once into the database, unless it is
escalated to a more influential source, appears again after six weeks, or
additional issues emerge.

The RRI emphasizes companies which are newly criticized or have had less
criticism in the past. Expressed differently, companies with a lot of criticism in
the past are less sensitive to new allegations. If no new criticism is captured, the
RRI of a company decays to zero over a period of two years. The RRI does not
depend on the sequence of news.
Once negative news has been identified using advanced search algorithms and
analyzed to ensure its relevance, it is entered into the RepRisk database and
linked to the companies and related entities in question. This evaluation is
performed by risk analysts in accordance with established international
standards, such as the UN Global Compact Principles, the Universal Declaration
of Human Rights, ILO Conventions, the UN Convention Against Corruption, the
Equator Principles, World Bank Group Performance Standards and
Environmental, Health and Safety Guidelines, and the OECD Guidelines for
Multinational Enterprises.

Our Scope
RepRisk covers 27 controversial ESG issues including environmental footprint
and climate change, human rights and community relations, labor conditions and
employee relations as well as corruption, bribery, money-laundering, fraud, tax
evasion and anti-competitive practices. In particular, all principles of the UN
Global Compact are addressed.

The Current RRI value indicates the current level of criticism about a company
or project. The Peak RRI denotes the highest level of criticism in the past two
years, and is an indicator of the ESG, reputational and investment risk
associated with a company or project. The RRI Change shows the increase or
decrease of the RRI within the past 30 days. The RRI is calibrated as follows:
0-25 indicates low exposure, 25-50 indicates medium exposure, 50-75 denotes
high exposure while an RRI of 75-100 signifies a very high risk exposure.
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Date / Source

News / Abstract

Issues / Countries

24.08.2012
Wall Street Journal; The (online)

GE draws criticism over plans to set up operations in Myanmar

Associated Issues
– Human Rights Abuses and
Corporate Complicity

Low level criticism

General Electric (GE) has drawn some criticism over its plans to open an office
in Myanmar, which US investors have avoided for many years due to alleged
human rights violations. GE has already signed deals to supply advanced
medical equipment to two Myanmar private hospitals, through local dealer Sea
Lion, which also works with Medtronic, Panasonic Olympus and other
companies. PepsiCo and Coca-Cola have also announced plans to set up
operations in Myanmar.

Associated Countries
– Myanmar

http://blogs.wsj.com/searealtime/2012/08/24/general-electric-to-open-myanmaroffice/

23.08.2012
Mundo; El (online)
Low level criticism

Bayer, Coca Cola and others accused of collaborating with former Nazi
regime
Many international companies, including Coca Cola, Kodak and Alliance
allegedly worked directly with the Nazi regime in Germany during the Second
World War. Reportedly, Hugo Boss designed the Nazi uniforms, Volkswagen
designed the Beetle Car on Hitler's orders and produced them using slave labor,
and IBM designed a punch-card system to separate extermination victims by
race and category. Reportedly, Chase Bank, now JP Morgan Chase, helped
finance the regime, Alliance insured the installations of the Auschwitz death
camps and Novartis and Bayer produced the gas used in the extermination
chambers. Ford, Nestle, Kodak and BMW have admitted to working with the
regime and using forced labor. Coca Cola and Ciba [Note of the RepRisk
Analyst: refers to Ciba Geigy Ltd that merged with Sandoz in 1996] and Sandoz,
who merged into Novartis, also allegedly profited from collaborating with the
Nazis. In 1946, the US government fined General Electric for collaborating with
Krupp to artificially raise the price of tungsten carbide, a metal needed for
military machinery. GE earned USD 1.5 million through the scam. GE also
bought shares in Siemens, a company that used slave labor to build the gas
chambers.

Associated Issues
– Human Rights Abuses and
Corporate Complicity
– Forced Labor
– Anti-competitive Practices
Associated Countries
– Germany
– United States of America

http://globedia.com/transnacionales-enriquecieron-negociando-alemania-segund
a-guerra

17.08.2012
peri.umass.edu (Political Economy
Research Institute)
Low level criticism
Escalation / Recurrence

Bayer, General Electric and others named the top air polluters
The Political Economy Research Institute (PERI) at the University of
Massachusetts Amherst has released its "Toxic 100 Air Polluters" list, which
ranks the corporations that release the most toxic pollutants into the air. Using
chemical releases data from the US Environmental Protection Agency and the
other factors, PERI says the top ten air polluters are Bayer Group, Textron,
General Electric, Precision Castparts, Koch Industries, SPX, Dow Chemical,
ExxonMobil, BASF, and Northrop Grumman. The determination of the rankings
took into account the risk of chronic diseases on the population from all of each
corporation's polluting facilities in the US.

Associated Issues
– Impacts on Communities
– Impacts on
Ecosystems/Landscapes
– Local Pollution
Associated Countries
– United States of America

http://truth-out.org/news/item/10921-the-toxic-100-top-corporate-air-polluters-ide
ntified
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Copyright, User Agreement and other general information related to this report
Copyright 2012 RepRisk. All rights reserved. The information contained in this
report is not intended to be relied upon as, nor to be a substitute for, specific
professional advice. No responsibility for loss occasioned to any persons and
legal entities acting on or refraining from action as a result of any material in this
publication can be accepted. RepRisk retains copyright and all originators' rights
to this report.
This report is prepared for the use of RepRisk clients and may not be sold,
reproduced, distributed, transmitted or disclosed, in whole or in part, in any form
or manner, without the express written consent of RepRisk. RepRisk Reports
are distributed simultaneously to other websites and portals by RepRisk and are
not publicly-available materials. Any unauthorized use or disclosure is
prohibited. Receipt and review of this report constitutes your agreement not to
sell, reproduce, redistribute, retransmit, or disclose to others the contents,
opinions, conclusions, or information contained in this report without first
obtaining express permission from RepRisk.

The information herein (other than disclosed information relating to RepRisk)
was obtained from various public sources. RepRisk does not guarantee its
accuracy. This report may contain links to third-party websites. RepRisk is not
responsible for the content of any third-party website or any linked content
contained in a third-party website. Content contained on such third-party
websites is not part of this report and is not incorporated by reference into this
report. The inclusion of a link in this report does not imply the endorsement by
or any affiliation with RepRisk. Access to any third-party website is at your own
risk, and you should always review the terms and privacy policies at third-party
websites before submitting any personal information to them. RepRisk is not
responsible for such terms and privacy policies and expressly disclaims any
liability for them.
Neither RepRisk nor any officer or employee of RepRisk accepts any liability
whatsoever for any direct, indirect or consequential damages or losses arising
from any use of this report or its contents.

Materials prepared by RepRisk research analysts are based on public
information. Facts and views presented in this material have not been reviewed
by, and may not reflect information known to professionals in other business
areas of RepRisk.
To the extent this report discusses any legal proceeding or issues, it has not
been prepared as nor is it intended to express any legal conclusion, opinion or
advice. Investors should consult their own legal advisors as to issues of law
relating to subject matter of this report. RepRisk research analysts' knowledge of
legal proceedings involving companies mentioned in this report is based on
public information. Facts and views presented in this material that relate to any
such proceedings have not been reviewed by, discussed with, and may not
reflect information known to professionals in other business areas of RepRisk in
connection with the legal proceedings or matters relevant to such proceedings.
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“Economic growth and business
development must be pursued in
ways that are sustainable in the
broadest sense – economic, social,
and environmental. Investment
and business activity must include
commitments to corporate
sustainability and responsibility
and the highest standards of business ethics.”
United Nations Secretary-General Ban Ki-moon,
Istanbul, Turkey, 9 May 2011 – Secretary-General’s Remarks
at High-Level Meeting on Investment and Partnerships
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Company Profiles and
Harmful Projects

▲
Protest against Barrick Gold at their Annual
Meeting in Toronto 2012
© flickr/drawstring Alan Pike Photo
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▲
CBU 97/CBU105 Sensor Fuzed Weapon,
Cluster Bomb with BLU-108 submunitions
© FACING FINANCE

Textron Inc.
T
Management of shares and bonds:
Allianz
22.92
Deutsche Bank
11.38
ING
4.31
Loans:
Deutsche Bank

101.14

Turnover:

8,706.50

Net profit:

186.87

ISIN:

US8832031012

( Top Financial Transactions in € Milllion )

“We felt very comfortable that
the CBU-105 having a zero dud
rate would be a factor in forces
moving through that area. So, it
was an easy call for us to make
to drop CBU-105's …”
SMSgt John Knipe,
OIF on Textron’s Website

▲
Textron lobbying UN
© FACING FINANCE

▶
CBU105/BLU-108 submunitions duds,
found in Iraq 2003

extron Inc., headquartered in Wilmington,
Massachusetts, is a multi-industry company
involved in the aircraft, defence, industrial
and finance businesses and has customers
worldwide. SIPRI ranked TEXTRON 30th among
the list of the Top 100 arms-producing companies
in the world.1 Textron Systems, a fully-owned
subsidiary of Textron Inc., produces the CBU-97/
CBU-105 Sensor Fuzed Weapon cluster munition
containing BLU-108 submunitions.2 The Norwegian Ministry of Finance, Delta Lloyd Asset
Management, Danske Bank, and Triodos, among
others, have excluded Textron from their investments because of their involvement in the
production of cluster munitions.3
The CBU-97/CBU-105 Sensor Fuzed Weapon
(SFW) carries ten BLU-108 submunitions, each
in turn carrying four ‘Skeet’ warheads – meaning
a total of 40 target seeking submunitions. The
SFW falls under the category of weapons prohibited
by the Convention on Cluster Munitions (Oslo
Convention), which defines a ‘cluster munition’ as
a ‘conventional munition that is designed to
disperse or release explosive submunitions each

1

http://www.sipri.org/research/armaments/production/Top100

2

http://www.textrondefense.com/products/smart-weapons-air/
sfw/index.php
http://www.textrondefense.com/products/smart-weapons-air/
blu-108.php

3

http://www.regjeringen.no/en/dep/fin/Selected-topics/
the-government-pension-fund/responsible-investments/
companies-excluded-from-the-investment-u.html?id=447122,
http://www.deltalloydassetmanagement.nl/media/179531/
exclusions_controversial_weapons_q1_2012.pdf,
http://www.danskebank.com/en-uk/CSR/business/SRI/Pages/
exclusionlist.aspx

weighing less than 20 kilograms, and includes
those explosive submunitions’.4
The USA, who did not participate in the Oslo
process prohibiting cluster munitions, now finds
that almost all of their alternative cluster munitions (e.g. BLU 108) are illegal. This was heavily
criticised by Textron, who strongly tried to
influence the U.S. government to prevent this.
Textron even sent a company spokesperson to the
Geneva-based UN Meetings (CCW) to persuade the
delegates of the UN Convention on Conventional
Weapons of the benefits of “alternative US-American cluster munitions” like the SFW. A unique
approach in the UN’s history.
The Sensor Fuzed Weapon (SFW) was first used
by the U.S. during the war against Iraq in 2003.
According to on scene experts, it leaves numerous
unexploded duds behind, putting civilians highly
at risk. However, Textron claims a reliability rate of
over 99 percent. In 2010, Textron exported the
Sensor Fuzed Weapon (SFW) to India; In 2011 to
Saudi Arabia and to the United Arab Emirates.5
→ Thomas Küchenmeister

4

http://www.clusterconvention.org/files/2010/12/CCM-Text1.pdf

5

SIPRI (2012) - Global transfers of major conventional weapons
sorted by supplier (exporter), 2011, http://www.textrondefense.
com/news/press_release_item.php?ReleaseID=1526733

“Clear victories.
Clean battlefields.”
38 | FACING FINANCE | Dirty Profits | 2012

Textron’s Advertising Slogan for SFW

Attachments
Norms
and
Standards

Convention
on Cluster
Munitions

EPs (Equator Principles) and
EPFIs (Equator Principles
Financial Institutions)

Abstract – Core Values Elaborated

The Convention on Cluster Munitions prohibits the use, stockpiling, production, and
transfer of cluster munitions. It addresses
assistance to victims, clearance of contaminated areas and destruction of stockpiles,
and transparency measures as well as
guidance to address possible compliance
issues.1 77 states have ratified this treaty.
—
Goal: To put an end to the suffering and
casualties caused by cluster munitions,
and ensure the rights of cluster munition
victims.

The Equator Principles are a voluntary set of
standards adopted by financial institutions
to fund major infrastructure and industrial
projects transactions. They are used for
determining, assessing, and managing the
social and environmental risk in project
financing, particularly in emerging markets.
EPFIs, or Equator Principle Financial Institutions, are Financial Institutions who have
made a commitment not to lend money
towards any project that does not uphold
these principles. 3
—
Goal: Ensure that the projects we finance
are developed in a manner that is socially
responsible and reflect sound environmental management practices .

Note: For the sake of brevity, many principles have been condensed only to
contain clauses which pertain directly to
this document. Please consult the references list at the end of this chapter to
view the complete lists of values and principles for each organization.

→→ Article 1: Scope
… never under any circumstances to use,
develop, produce, acquire, stockpile,
retain, or transfer cluster munitions
→→ Article 3: Destruction
… separate all cluster munitions under
jurisdiction and mark for destruction.
→→ Article 4: Clearance
… clear and destroy cluster munition
remnants under jurisdiction
→→ Article 5: Assistance
… collect reliable relevant data with
respect to cluster munition victims.
→→ Article 7: Transparency
report to the Secretary-General of the
United Nations
(a) … implementation measures;
(b) number of cluster munitions;
(c) technical characteristics; and
(d) status and progress of programme 2
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→→ Principle 1 – Categorise project(s) based
on the magnitude of potential impacts
and risks
→→ Principle 2 – Conduct Social and Environmental Assessment to address relevant
social and environmental impacts/risks
of the proposed project
→→ Principle 5 – Consult with project affected communities in a structured and
culturally appropriate manner
→→ Principle 6 – Establish a grievance
mechanism as part of the management
system
→→ Principle 7 – Appoint an independent
social or environmental expert to review
the documentation and assess EP compliance
→→ Principle 8 – Covenant in financial
documentation terms of contract with
affected governments, communities, and
laws
→→ Principle 9 – Appoint an independent environmental and/or social expert to verify
borrower’s monitoring information4

European Convention
on Human Rights
EMRK (ECHR)

FAO
Right to
Food

ILO
(International Labour
Organization)

The European Convention on Human Rights
outlines fundamental rights and freedoms
for people in Europe. It established the European Court of Human Rights (ECtHR).
—
Goal: For the Nations in Europe to collectively enforce certain rights in the Universal
Declaration of Human rights for all people
throughout Europe.

Right to Food supports the implementation
of people’s right to adequate food, using
FAO’s (Food and Agriculture Organization)
Right to Food Guidelines. The premise
behind Right to Food relates back to the UN
International Covenant on Economic, Social
and Cultural Rights (see below):
Comment 12: The right to adequate food
is realized when every man, woman and
child, alone or in community with others,
has the physical and economic access at
all times to adequate food or means for its
procurement
—
Goal: FAO Right to Food seeks to use public
awareness to target people in need. They
ensure that people’s right to food is reflected in legislation and see that policies are
put into action in order to have an impact on
hunger. 6

The ILO – a United Nations international organization – is responsible for creating and
overseeing international labour standards.
The ILO registers complaints against entities that are violating international rules;
however, it does not impose sanctions. It
brings together representatives of governments, employers, and workers to shape
policies and programmes promoting Decent
Work for all. 8
—
Goals: Promote and realize standards and
rights at work; Create greater opportunities
for women and men to decent employment and income; Enhance the coverage
and effectiveness of social protection for
all, and Strengthen tri-partisan and social
dialogue.9

→→ Article 11:
1. Freedom of peaceful assembly and association with others, including the right
to form and to join trade unions for the
protection of his interests.
2. No restrictions shall be placed on the
exercise of these rights other than such
as are prescribed by law
Protocol
→→ Article 1:
→→ No one shall be deprived of his possessions except in the public interest and
subject to the conditions provided for
by law5

The Voluntary Guidelines represent governments’ attempts to interpret the economic
and social rights of people including their
right to decent and nutritious food and coincides with the UN’s call to integrate human
rights policies with the work of agencies.
Basic Instruments:
1. Eradication of Hunger
2. Reaffirming the right of everyone to food
6. Provide Practical Guidance to States
15. Establish food security through promoting the four pillars: (1) availability,
(2) stability of supply, (3) access and,
(4) utilization7

Forced/Child Labour
→→ C182 – Prohibition and Immediate Action
for the Elimination of the Worst Forms of
Child Labour
→→ C138 – Minimum Age for Admission to
Employment
→→ C029 – Forced Labour Convention concerning Forced or Compulsory Labour
Freedom of Association/
Collective Bargaining
→→ C087 – Freedom of Association and Protection of the Right to Organise
→→ C098 – Right to Organise and Collective
Bargaining
Wages/Benefits
C095 – Protection of Wages Convention
C131 – Minimum Wage Fixing Convention
C132 – Holidays with Pay Convention
C175 – Part-Time Work – workers receive
same basic wages, social security, and employment conditions as full-time workers
→→ C183 – Maternity Protection Convention

→→
→→
→→
→→
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Attachments
Work Duration
→→ C001 – Hours of Work (Industry)
Convention
→→ C014 – Weekly Rest (Industry) – Minimum
rest period of 24 consecutive hours every
seven days
Safety
→→ C155 – Occupational Safety and Health
Convention
→→ Community/Land Rights
→→ C169 – Indigenous and Tribal Peoples
Convention10

International
Court of Justice
(ICJ)

Millennium
Development Goals
(MDGs)

The International Court of Justice (ICJ) is a
world court and the principal judicial organ
of the United Nations. It was established
in June 1945 by the Charter of the United
Nations. Judgments are final and without
appeal.
—
Goal: To settle, in accordance with international law, legal disputes submitted to it
by States and to give advisory opinions on
legal questions referred to it by authorized
United Nations organs and specialized
agencies.11

The MDGs are quantified targets for confronting extreme poverty while promoting
gender equality, education, and environmental sustainability. The MDGs have risen
to the top of the United Nations Development Group agenda.13 Around 196 nations
and at least 23 corporations have agreed to
achieve these goals by 2015.
—
Goals:
1. Eradicate extreme poverty and hunger
2. Achieve universal primary education
3. Promote gender equality and empower
women
4. Reduce child mortality
5. Improve maternal health
6. Combat HIV/AIDS, malaria and other
diseases
7. Ensure environmental sustainability
8. Develop a global partnership for development 14

ICJ Final Ruling
“… the threat or use of nuclear weapons
would generally be contrary to the rules
of international law applicable in armed
conflict, and in particular the principles and
rules of humanitarian law …” (International
Court of Justice, 1996)
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OECD
(Organization for Economic
Co-operation and Development)
The OECD is an international economic
organization consisting of 34 countries
founded to stimulate economic progress
and world trade. They work with governments to measure and analyse productivity and global flows of trade investment.
They use this information to predict future
trends, set international standards, and
recommend policies that will improve the
economic and social well-being of people
around the world.15
The OECD Guidelines for Multinational Enterprises (May 2011) are recommendations
for responsible business conduct in a global
context.16
—
Goal: To ensure that the operations of these
enterprises are in harmony with government policies, to strengthen the basis of
mutual confidence between enterprises
and the societies in which they operate, to
help improve the foreign investment climate
and to enhance the contribution to sustainable development made by multinational
enterprises.

1.

2.

3.

4.

A. Enterprises should:
Contribute to economic, environmental and social progress with a view to
achieving sustainable development.
Respect the internationally recognised
human rights of those affected by their
activities.
Encourage local capacity building
through close co-operation with the
local community, including business interests, as well as developing the enterprise’s activities in domestic and foreign
markets, consistent with the need for
sound commercial practice.
Encourage human capital formation,
in particular by creating employment
opportunities and facilitating training
opportunities for employees.

5. Refrain from seeking or accepting exemptions not contemplated in the statutory or regulatory framework related to
human rights, environmental, health,
safety, labour, taxation, financial incentives, or other issues.
6. Support and uphold good corporate
governance principles and develop and
apply good corporate governance practices, including throughout enterprise
groups.
7. Develop and apply effective self-regulatory practices and management systems
that foster a relationship of confidence
and mutual trust between enterprises
and the societies in which they operate.
8. Promote awareness of and compliance
by workers employed by multinational
enterprises with respect to company
policies through appropriate dissemination of these policies, including through
training programmes.
9. Refrain from discriminatory or disciplinary action against workers who make
bona fide reports to management or, as
appropriate, to the competent public
authorities, on practices that contravene
the law, the Guidelines or the enterprise’s policies.
10. Carry out risk-based due diligence, for
example by incorporating it into their
enterprise risk management systems, to
identify, prevent and mitigate actual and
potential adverse impacts as described
in paragraphs 11 and 12, and account
for how these impacts are addressed.
The nature and extent of due diligence
depend on the circumstances of a particular situation.
11. Avoid causing or contributing to adverse
impacts on matters covered by the
Guidelines, through their own activities,
and address such impacts when they
occur.

12. Seek to prevent or mitigate an adverse
impact where they have not contributed
to that impact, when the impact is nevertheless directly linked to their operations, products or services by a business
relationship. This is not intended to shift
responsibility from the entity causing an
adverse impact to the enterprise with
which it has a business relationship.
13. In addition to addressing adverse
impacts in relation to matters covered
by the Guidelines, encourage, where
practicable, business partners, including
suppliers and sub-contractors, to apply
principles of responsible business conduct compatible with the Guidelines.
14. Engage with relevant stakeholders in order to provide meaningful opportunities
for their views to be taken into account in
relation to planning and decision making
for projects or other activities that may
significantly impact local communities.
15. Abstain from any improper involvement
in local political activities.
B. Enterprises are encouraged to:
1. Support, as appropriate to their circumstances, cooperative efforts in the
appropriate fora to promote Internet
Freedom through respect of freedom of
expression, assembly and association
online.
2. Engage in or support, where appropriate,
private or multi-stakeholder initiatives
and social dialogue on responsible supply chain management while ensuring
that these initiatives take due account
of their social and economic effects on
developing countries and of existing
internationally recognised standards.
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Attachments
Political Principles Concerning
Germany’s Conventional Military
Equipment Exports

Rio Declaration
on Environment
and Development

UN Covenant on
Civil and Political Rights
(ICCPR)

Germany’s stated goal is to maintain what
it refers to as a “restrictive” policy of export
regarding arms exports.
—
Goals: To safeguard peace and human rights
while encouraging sustainable development
through the arms trade.

The Rio Declaration is a compact of 27 principles on which nations agreed to base their
environmental and development actions.
—
Goal: To provide a guide for future sustainable and environmentally friendly development standards for nations.

General Principles
(2) “The issue of respect for human rights in
the countries of destination and end-use
is a key factor in deciding whether or not
to grant licences for the export of war
weapons and other military equipment”
(Fed00, 2000).
(3) “ … licences for war weapons and other
military equipment will not be granted
where there are reasonable grounds to
suspect they may be used for internal
repression … or sustained or systematic
abuse of human rights” (Fed00, 2000)

→→ Principle 1: Human beings are at the centre of concerns for sustainable development. They are entitled to a healthy and
productive life in harmony with nature.
→→ Principle 2: Human beings are at the centre of concerns for sustainable development. They are entitled to a healthy and
productive life in harmony with nature.
→→ Principle 8: Reduce and eliminate unsustainable patterns of production and
consumption
→→ Principle 10: Access to information concerning the environment that is held by
public authorities, including information
on hazardous materials and activities
in their communities, and the opportunity to participate in decision-making
processes.
→→ Principle 13: liability and compensation
for the victims and adverse effects of pollution and other environmental damage
→→ Principle 14: Prevent the transfer to other States of activities and substances that
cause severe environmental degradation
or are harmful to human health.
→→ Principle 22: recognize and duly support
the identity, culture and interests [of
indigenous cultures] and enable their
effective participation in the achievement
of sustainable development.17

The International Covenant on Civil and
Political Rights is an official internationally
recognized treaty that puts into legal terms
the principles of the Universal Declaration
of Human Rights. It is the counterpart to
the UN Covenant on Economic, Social, and
Cultural Rights. The ICCPR outlines traditional human rights as they are known from
historic documents. On 16 December 1966,
both Covenants were adopted by the General Assembly without any abstentions.18
—
Goal: To extend the Universal Declaration
of Human Rights from declaration to action,
putting into legal terms the principles which
lie therein.
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→→ Article 9.1:
No one shall be subjected to arbitrary
arrest or detention.
→→ Article 22.1:
freedom of association, and the right
to form and join trade unions for the
protection of his interests.19

UN Covenant on Economic,
Social and Cultural Rights
(ICESCR)

UN Comment Concerning
Nuclear weapons and
the Right to Life

UN Declaration on the
Prohibition of the Use of Nuclear
and Thermo-Nuclear Weapons

The International Covenant on Economic,
Social and Cultural Rights is the counterpart
to the UN Covenant on Civil and Political
Rights (ICCPR). It too is an international
treaty, and constitutes the second half of
the legal transformation of the Universal
Declaration of Human Rights into legal
action. The ICESCR focuses on Economic,
Social, and Cultural rights of all people.
—
Goal: To extend the Universal Declaration of
Human Rights from Declaration to action,
putting into legal terms the principles which
lie therein.

The United Nations does not support the
use of Nuclear weapons as a means of conflict resolution. The United Nations released
a General comment clarifying their stance
on this matter.
—
Goal: To rid the world of nuclear arms

This declaration clarifies the stance of
the United Nations on the use of Nuclear
weapons.
—
Goals: To eliminate the production and use
of nuclear and thermo-nuclear weapons

→→ Article 7:
… just and favourable conditions of work
which ensure, in particular:
(a) Remuneration which provides all
workers with:
(i) Fair wages and equal remuneration
for work of equal value
(ii) A decent living for themselves and
their families
(b) Safe and healthy working conditions;
(c) Equal opportunity for everyone to be
promoted to an appropriate higher level
(d) Rest, leisure, limitation of work hours,
periodic holidays with pay, and remuneration for public holidays

United Nations General
Comment No. 14:
→→ Article 6: “The production, testing, possession, deployment and use of nuclear
weapons should be prohibited and
recognized as crimes against humanity”
(CCPR, 1984).
→→ Article 7: “… calls upon all States … to
take urgent steps … to rid the world of
this menace” (CCPR, 1984).

Article 1:
(a) “… use of nuclear and thermo-nuclear
weapons is contrary to the spirit … and
aims of the United Nations … ,
(b) … would exceed even the scope of war
and cause indiscriminate suffering and
destruction to mankind … and,
(c) Any State using nuclear and thermonuclear weapons is to be considered
as violating the Charter of the United
Nations, as acting contrary to the laws
of humanity and as committing a crime
against mankind and civilization”
(The United Nations General Assembly,
1961)

→→ Article 8:
(a) The right of everyone to join trade unions
(d) The right to strike
→→ Article 11.1:
The right of everyone to an adequate
standard of living, including adequate
food20
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Attachments
UN documents
on Depleted
Uranium

UNGC
(United Nations
Global Compact)

UN
Millennium
Declaration

Depleted Uranium (DU) is a toxic waste byproduct of the refinement and production
process of weapons, energy, and processes
that contain Uranium. Depleted Uranium is
then recycled to make weapons that deliver
“a type of radiation … that destroys life and
the environment in the area in which it is
used for generations to come” (United Nations General Assembly, 2000).
—
While there is no current regulation that
specifically bans Depleted Uranium, scholars, states, and organizations alike argue
that the illegality of DU is implied in former
works of legislation

The UNGC is a UN strategic policy initiative
that encourages businesses worldwide to
adopt sustainable and socially responsible
policies. The UNGC seeks to align businesses with ten core principles that pertain
to human rights, labour, the environment
and anti-corruption.22 The UNGC seeks to
ensure that business and development
move forward in a globally sustainable manner that benefits societies and economies
everywhere.
—
Goal: The UNGC asks companies to embrace, support and enact, within their
sphere of influence, a set of core values in
the areas of human rights, labour standards,
the environment and anti-corruption.

The Millennium Declaration identifies
key challenges facing humanity, outlines
responses to these challenges, and establishes measures for judging performance
through commitments, goals, and targets
on development, governance, peace, security and human rights.24
—
Goal: To establish a just and lasting peace
all over the world and to support all efforts to uphold the sovereign equality of
all States, respect for territorial integrity,
political independence, human rights and
fundamental freedoms.

Report of the Secretary-General
→→ Effects of the use of armaments and ammunitions containing depleted uranium
→→ Lists nations and organizations and
their respective opinions on the use of
Depleted Uranium – most oppose its use
and support legal action against DU21
UNEP field report of DU exposure
in Kosovo
→→ DU was found in drinking water as well as
air samples. “UNEP urges a precautionary approach and recommends a series
of measures to minimise risks to the
environment and people of Kosovo and
the wider Balkans region, both now and
in the future” (United Nations Environmental Program, 2003)

Companies should …
Human Rights
→→ Principle 1 – Support and respect the
protection of internationally proclaimed
human rights
→→ Principle 2 – Make sure that they are not
complicit in human rights abuses.
Labour
→→ Principle 3 – Uphold the freedom of asso
ciation and … right to collective bargaining
→→ Principle 4 – Eliminate all forms of forced
and compulsory labour
→→ Principle 5 – Effective[ly] abolish child
labour
→→ Principle 6 – Eliminate discrimination in
respect of employment and occupation
Environment
→→ Principle 7 – Support a precautionary approach to environmental challenges
→→ Principle 8 – Undertake initiatives to
promote greater environmental responsibility
→→ Principle 9 – Encourage the development
and diffusion of environmentally friendly
technologies
Anti-Corruption
→→ Principle 10 – Work against corruption
in all its forms, including extortion and
bribery23
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→→
→→
→→
→→
→→
→→

→→

→→
→→
→→
→→
→→

I.
Values and Principles
Paragraph 6:
Freedom
Equality
Solidarity
Tolerance
Respect for Nature
Shared Responsibility
II.
Peace, Security, and Disarmament
Paragraph 9:
Implementation of treaties in areas such
as arms control and disarmament, international humanitarian law, and human
rights law.
Eliminate weapons of mass destruction
and nuclear weapons.
End illegal small arms and light weapons
trafficking
Make arms transfers more transparent
Support regional disarmament measures
Accede the Convention on the Prohibition of the Use, Stockpiling, Production
and Transfer of Anti-personnel Mines and
on Their Destruction

Universal
Declaration of
Human Rights
III.
Development and poverty eradication
Paragraph 13:
→→ Transparency in the financial, monetary
and trading systems
IV.
Protecting our common environment
Paragraph 22:
→→ support for the principles of sustainable
development
Paragraph 23:
→→ stop the unsustainable exploitation of
water resources
→→ reduce the number and effects of natural
and man-made disasters
V.
Human rights, democracy and
good governance
Paragraph 25:
→→ protection and promotion in all our
countries of civil, political, economic,
social and cultural rights
→→ protection of the human rights of
migrants, migrant workers and their
families25

The UN established the Universal Declaration of Human Rights as a complement
to the UN Charter in 1945. As part of the
International Bill of Human Rights, this
declaration outlines the fundamental basic
rights to which all people are entitled. It is
considered the foundation of international
human rights law.
—
Goal: To establish a common standard of
achievement for all people and nations
establishing inherent and enduring human
rights for all people.

→→ Article 30:
“Nothing in this Declaration may be
interpreted as implying for any State,
group or person any right to engage in
any activity or to perform any act aimed
at the destruction of any of the rights
and freedoms set forth herein” (The
General Assembly of the United Nations,
1945).26

→→ Article 3:
… the right to life, liberty and security of
person.
→→ Article 17:
(2) No one shall be arbitrarily deprived of his
property.
→→ Article 22:
Everyone is entitled to realization of
the economic, social and cultural rights
indispensable for his dignity and the free
development of his personality.
→→ Article 23:
(1) … right to work, free choice of employment, just and favourable work conditions,
(2) … equal pay for equal work.
(3) … just and favourable remuneration
ensuring … an existence worthy of
human dignity
(4) … the right to form and to join trade
unions for the protection of his interests.
→→ Article 24:
… right to rest and leisure, including
reasonable limitation of working hours
and periodic holidays with pay.
→→ Article 25.1:
right to a standard of living adequate for
the health and well-being of himself and
of his family, including food
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Attachments
UN Guiding Principles
on Business and
Human Rights
Guiding Principles on Business and Human
Rights by the Special Representative of
the UN Secretary- General on the issue of
human rights and transnational corporations and other business enterprises, John
Ruggie.
As a Special Representative, John Ruggie
advanced the debate on business and human rights and in the five years of his mandate (2005–2011) elaborated the 'protect,
respect and remedy' framework.
—
Goal: To establish a common global standard for preventing and addressing the
adverse human rights impact of business
activity.
II. The corporate responsibility to respect
human rights
11. Business enterprises should respect human rights. This means that they should
avoid infringing on the human rights of
others and should address adverse human rights impacts with which they are
involved.
12. The responsibility of business enterprises to respect human rights refers
to internationally recognized human
rights – understood, at a minimum, as
those expressed in the International
Bill of Human Rights and the principles
concerning fundamental rights set out in
the International Labour Organization’s
Declaration on Fundamental Principles
and Rights at Work.
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13. The responsibility to respect human
rights requires that business enterprises:
(a) Avoid causing or contributing to adverse human rights impacts through
their own activities, and address such
impacts when they occur;
(b) Seek to prevent or mitigate adverse
human rights impacts that are
directly linked to their operations,
products or services by their business
relationships, even if they have not
contributed to those impacts.
14. The responsibility of business enterprises to respect human rights applies
to all enterprises regardless of their size,
sector, operational context, ownership
and structure.
15. In order to meet their responsibility to
respect human rights, business enterprises should have in place policies and
processes appropriate to their size and
circumstances, including:
(a) A policy commitment to meet their responsibility to respect human rights;
(b) A human rights due-diligence process
to identify, prevent, mitigate and
account for how they address their
impacts on human rights;
(c) Processes to enable the remediation
of any adverse human rights impacts
they cause or to which they contribute.27

→→ Compiled by Ruth Vaughan Witt
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Berlin, November 2012. The FACING FINANCE campaign calls on
investors not to invest in companies which profit from human rights
violations, environmental pollution, corruption or the production
and export of (controversial) weapons. FACING FINANCE has striven
to achieve the highest level of accuracy in this reporting. However,
there is still a lack of official information publicly available. Therefore,
the information in this report reflects the publicly available official
information known to FACING FINANCE, its member organisations
and researchers. If you believe you have found an inaccuracy in our
report or if you can provide additional information, please contact
us at kontakt@facing-finance.org .
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APPENDIX F
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AMPHENOL CORPORATION INVESTIGATION ALERT –
Andrews & Springer LLC is Investigating Amphenol
Corporation for Potential Breach of Fiduciary Duty
January 25, 2016 08:03 ET | Source: Andrews & Springer LLC
WILMINGTON, Del., Jan. 25, 2016 (GLOBE NEWSWIRE) -- Andrews & Springer LLC, a
boutique securities class action law firm focused on representing shareholders nationwide, is
investigating potential breach of fiduciary duty claims against Amphenol Corporation
(“Amphenol” or the “Company”).
If you currently own shares of Amphenol and want to receive additional information and protect
your investments free of charge, please visit us at http://www.andrewsspringer.com/casesinvestigations/amphenol-class-action-investigation or contact Craig J. Springer, Esq.
at cspringer@andrewsspringer.com, or call toll free at 1-800-423-6013. You may also follow us
on LinkedIn – www.linkedin.com/company/andrews-&-springer-llc, Twitter –
www.twitter.com/AndrewsSpringer or Facebook - www.facebook.com/AndrewsSpringer for
future updates.
Andrews & Springer is a boutique securities class action law firm representing shareholders
nationwide who are victims of securities fraud, breaches of fiduciary duty or corporate
misconduct. Having formerly defended some of the largest financial institutions in the world, our
founding members use their valuable knowledge, experience, and superior skill for the sole
purpose of achieving positive results for investors. These traits are the hallmarks of our
innovative approach to each case our Firm decides to prosecute. For more information please
visit our website at www.andrewsspringer.com. This notice may constitute Attorney Advertising.
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cspringer@andrewsspringer.com
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