DIVISION A—DEPARTMENT OF DEFENSE
AUTHORIZATIONS

TITLE I—PROCUREMENT
Subtitle A—Authorization of Appropriations

Explanation of tables

The following tables provide the program-level detailed guidance
for the funding authorized in title I of this Act. The tables also dis-
play the funding requested by the administration in the fiscal year
2007 budget request for procurement programs, and indicate those
programs for which the committee either increased or decreased
the requested amounts. As in the past, the administration may not
exceed the authorized amounts (as set forth in the tables or, if un-
changed from the administration request, as set forth in budget
justification documents of the Department of Defense), without a
reprogramming action in accordance with established procedures.
Unless noted in this report, funding changes to the budget request
are made without prejudice.
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Limitation on availability of funds for the Joint Network
Node (sec. 111)

The committee recommends a provision that would withhold 50
percent of the funds authorized to be appropriated in section 101(5)
for the procurement of the Joint Network Node until the Secretary
of the Army provides a report, to the congressional defense commit-
tees, no later than March 15, 2007, on the Army’s strategy for the
convergence of the Joint Network Node, the Warfighter Informa-
tion Network—Tactical, and the Mounted Battle Command On-the-
Move communications programs. The required report will include
program requirements, funding, program schedule, implementation
plan and acquisition strategy.

The budget request included $7,718.6 million in Other Procure-
ment, Army, including $178.0 million for the Joint Network Node,
$79.0 million for the Mounted Battle Command on the Move
(MBCOTM) system, but no funding for the Warfighter Information
Network-Tactical (WIN-T) programs. The budget request also in-
cluded $69.2 million in PE 64818A for Army Tactical Command
and Control Hardware and Software, including $16.6 million for
MBCOTM development, and $158.2 million in PE 63782A for
WIN-T development.

The Joint Network Node (JNN) responds to a 2004 urgent needs
statement from U.S. Central Command to provide communications
capabilities better than the current Mobile Subscriber Equipment
in Army units today. The requirement was met with commercial-
off-the-shelf-based equipment using a sole source contract. The
committee notes that the JNN is not a joint program and that the
Army General Counsel has stated that JNN must be competitively
procured. Further, the Director, Operational Test and Evaluation’s
Fiscal Year 2005 Annual Report, states that, “the Army continues
to procure JNN as an interim satellite capability without con-
ducting an Operational Test and Evaluation.” The committee is
concerned that the required operational test and evaluation has not
been completed for the JNN.

The committee understands that the WIN-T program meets the
same requirements as JNN but with greater capability. Moreover,
WIN-T will provide a communications-on-the-move capability while
the JNN will not. In September 2004, after competitively awarding
two contracts for the Systems Development and Demonstration
(SDD) phase for the WIN-T communications system, the Army re-
ceived approval to merge the winning contractors into a single
team to accelerate WIN-T development. After funding the program
in fiscal years 2005 and 2006, due to affordability concerns, the
Army abruptly restructured the WIN-T program, delaying fielding
until 2010. The committee believes this is an ill-advised decision.
JNN and WIN-T are duplicative programs, with WIN-T providing
on-the-move capabilities to Army commanders, a long-standing re-
quirement. It has been estimated that the Army will require an ad-
ditional $1.9 billion to field JNN to all Army units. It is the com-
mittee’s understanding that the Army intends to replace JNN with
WIN-T sometime in the future. The committee is concerned that
the Army cannot afford to field both JNN and WIN-T.

The committee notes the conference report accompanying the fis-
cal year 2006 Department of Defense Appropriations Act contained
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a requirement that the Army submit a plan, no later than January
15, 2006, for procuring evolutionary capability in its network com-
munications packages. The Army is still evaluating the program
and has not yet submitted the required report. The committee be-
lieves that the Army plans to restructure the WIN-T program to
field WIN-T in 2008 and strongly supports the initiative to accel-
erate the WIN-T program.

The committee recommends a reduction of $100.0 million for
JNN procurement and an increase of $100.0 million to restore
WIN-T procurement in Other Procurement, Army. The committee
expects the future procurement of JNN to be competitively award-
ed and that both JNN and WIN-T equipment should be procured
using a firm fixed-price contract.

Comptroller General report on the contract for the Future
Combat Systems program (sec. 112)

The committee recommends a provision that would require the
Comptroller General to submit to the congressional defense com-
mittees a report on the participation and activities of the lead sys-
tems integrator in the Future Combat Systems (FCS) program
under the contract of the Army for the FCS program. The report
would provide a description of the responsibilities of the lead sys-
tems integrator and the Army under the FCS contract; an assess-
ment of the manner in which the Army ensures that the lead sys-
tems integrator meets the goals of the FCS program; an identifica-
tion of the mechanisms in place to ensure the protection of the in-
terests of the United States in the FCS program; and an identifica-
tion of the mechanisms in place to mitigate organizational conflicts
of interest with respect to competition on FCS technologies and
equipment under the subcontracts under the FCS program.

Section 212 of the National Defense Authorization Act for Fiscal
Year 2006 (Public Law 109-163) directed the Secretary of the Army
to procure the FCS through a contract under part 15 of the Federal
Acquisition Regulation, rather than through a transaction under
section 2371 of title 10, United States Code. The committee con-
gratulates the Army on completing the definitization of the FCS
contract on March 29, 2006 and directs the Comptroller General to
review the contract to assist the Congress and the Department un-
derstand the complexities of contracting for a system-of-systems
contract with a lead systems integrator.

Reports on Army Modularity Initiative (sec. 113)

The committee recommends a provision that would require the
Secretary of the Army to submit a report to the congressional de-
fense committees no later than March 15, 2007, on the manner in
which the Army distinguishes costs under its modularity initiative
from costs under its modernization and reset programs; a line item
identification of the amount of modularity funded to date and the
amount of modularity to be funded in future budgets; how
modularity equipment will be allocated to the active and Reserve
components; a plan for further testing and evaluation of modular
designs; and a summary of any lessons learned to date from the
modular brigades that have been established and deployed to Iraq
and Afghanistan. The provision also requires that the Comptroller
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General conduct an annual review of the modularity initiative on
the progress the Army is making in the equipping of the active and
Reserve components.

In 2004 the Army estimated modularity costs at $28.0 billion. In
a report, “Preliminary Observations on Army Plans to Implement
and Fund Modular Forces,” dated March 16, 2005, the Government
Accountability Office stated that “the costs associated with
modularizing the entire Army are substantial, continuing to evolve,
and likely to grow beyond current estimates. As of March 2005, the
Army estimated it will need about $48 billion to fund modularity
representing an increase of 71 percent from its earlier estimate of
$28 billion in 2004.” The estimate now stands at $52.5 billion.
However, this estimate may not reflect all potential costs, such as
for fully equipping the modular force as designed. The committee
expects the Secretary of the Army to address in the report all costs
required to achieve full operational capability for all modular units,
including, but not limited to, amounts required for equipment,
training, and permanent facilities and infrastructure to adequately
support military personnel and their families. The committee be-
lieves that until the Army provides a better understanding of the
requirements and costs associated with modularity, DOD will not
be well positioned to weigh competing priorities and make informed
decisions nor will the Congress have the information it needs to
evaluate funding requests.

There is some question regarding the definition of the modularity
initiative. The Army has stated that it required $5.0 billion per
year over the fiscal years 2005-2011 for the modularity initiative.
In a fiscal year 2006 Program Budget Decision Memorandum, the
Department increased the Army’s top line by $5.0 billion in each
of the fiscal years 2007-2011 for modularity to be included in the
President’s budget request. DOD and the Army said they would use
fiscal year 2005 and fiscal year 2006 supplemental appropriations
to cover the requirement for those two years. Both the fiscal year
2006 enacted bridge supplemental and the fiscal year 2006 supple-
mental budget request included $5.0 billion. However, the fiscal
year 2006 supplemental request was also expected to include $3.0
billion in additional funding for Abrams tanks and Bradley Fight-
ing Vehicles required for modularity, but that request was dropped
in the final stages of formulation before it was sent to Congress.

The fiscal year 2007 budget request proposed to restructure the
Army National Guard to 28 brigade combat teams and 78 combat
support brigades and to fund the Army National Guard to its cur-
rent manning level of 333,000 rather than to its currently author-
ized end strength of 350,000. This proposal resulted in opposition
from Congress, governors, the National Guard Association and the
adjutants general. As a result, the Army has announced that it will
maintain the National Guard at its 350,000 authorized end
strength and will fund whatever manning level the National Guard
can recruit to in fiscal year 2007. The Army also announced it will
follow through with its plan to change the composition of the Army
National Guard force structure to 28 brigade combat teams and 78
combat support brigades and commit $20.0 billion to National
Guard equipment. This will put additional funding pressure on the
Army as it modularizes the active and Reserve components. The
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committee believes that an annual progress report is required to
monitor the Army’s progress in modularizing both the active and
Reserve components.

Budget Items—Army

Future Cargo Aircraft

The budget request included $109.2 million in Aircraft Procure-
ment, Army (APA) for the procurement of three Future Cargo Air-
craft (FCA). The FCA would support the intra-theater lift mission.
However, the aircraft mix and the number of intra-theater aircraft
assets required for this mission have yet to be determined and
were not addressed in the recently completed Mobility Capabilities
Study. In recent testimony, the Commander of the United States
Transportation Command gave his support to the Department’s
Intra-Theater Lift Capability Study, Phases 1 and 2, to identify the
right mix and number of intra-theater aircraft assets required. The
Air Force is also interested in procuring a similar type of aircraft
and is in the process of establishing a joint program office with the
Army for a new intra-theater light cargo aircraft that will be
known as the Joint Cargo Aircraft. The Air Force is only now be-
ginning a series of functional analysis studies and an independent
Air Force analysis of alternatives to define their requirement for
the aircraft, and to consider which options will meet their require-
ments. Until these studies are complete, and have been presented
to the congressional defense committees, the committee believes
that it is premature to procure aircraft until the right mix and
number of intra-theater aircraft assets have been determined.

The Committee notes that the recent Request for Proposals re-
leased by the Department of the Army for procurement of the Joint
Cargo Aircraft includes maintenance and sustainment of this new
weapon system and provides for no organic logistics capability. The
Committee notes that 10 U.S.C. 2464 requires the Department to
maintain a core logistics capability and that the department de-
velop organic maintenance capability for most weapon systems not
later than four years after initial operating capability for such
weapon systems. The Army Request for Proposals does not address
this issue. The Committee further notes that the Joint Cargo Air-
craft is a joint Army-Air Force program and that Air Force Air Lo-
gistics Centers could be able to sustain this weapon system. The
Committee expects that any Request for Proposals for the Joint
Cargo Aircraft account for the requirements of 10 U.S.C. 2464. The
committee recommends a decrease of $109.2 million in APA for the
Future Cargo Aircraft.

Surface-launched advanced medium range air-to-air missile

The budget request included $12.0 million in Missile Procure-
ment, Army, for the Surface-Launched Advanced Medium Range
Air-to-Air Missile (SLAMRAAM) and $10.0 million for advanced
procurement funding for long-lead items. The committee under-
stands that the SLAMRAAM Milestone C scheduled for September
2007 has been slipped one year to September 2008. Procurement
funds will not be needed in fiscal year 2007. The committee rec-
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ommends a decrease of $22.0 million in Missile Procurement,
Army, for SLAMRAAM, for a total authorization of no funding.

M1A1l Abrams tank and M2A2 Bradley fighting vehicle up-
grades

The budget request included $456.1 million in Procurement of
Weapons and Tracked Combat Vehicles, Army. Of this amount,
$285.0 million is for the upgrade of various Bradley Fighting Vehi-
cles (BFV) variants and $171.1 million is for the conversion of
M1A2 Abrams tanks into the M1A2 System Enhancement Package
(SEP) Abrams tank configuration.

The committee notes that the fiscal year 2007 budget request for
BFV upgrades and M1A2 SEP tanks creates production breaks in
the BFV and M1A2 SEP production lines and reflects the Army’s
assumption that Army modularity could be funded in Defense sup-
plemental requests for programs that should be funded in base
budget requests. The Army’s reliance on Defense supplemental re-
quests reflects the Army’s poor management of scarce resources
and disregard for the impact the Army program has on the defense
industrial base. Budget justification material submitted by the
Army reflects an underfunded program for both BFV upgrades and
M1A2 SEP conversions and causes breaks in production.

Programming and budgeting based on the assumption of Defense
supplemental requests is inefficient and wastes taxpayer dollars.
For instance, according to Army budget justification documents, in
fiscal year 2005, the weapon system procurement unit cost for the
M1A2 SEP was $4.6 million based on 124 M1A2 SEPs. In fiscal
year 2007, the weapon system procurement unit cost is listed as
$7.4 million based on 23 M1A2 SEPs.

Additional funding for the BFV upgrades and M1A2 Sep conver-
sions has been included on the Chief of Staff of the Army’s fiscal
year 2007 unfunded priority list. The committee recommends an in-
crease of $238.8 million for BFV upgrades and $170.0 million for
M1A2 SEP tank conversions, in Procurement of Weapons and
Tracked Combat Vehicles, Army, for a total authorization of $523.8
million for BFV upgrades and $341.1 million for M1A2 SEPs.

The committee’s recommendation increases funding for BFV up-
grades and M1A2 SEP conversions to cover minimum sustainment
rates for the production of these vehicles. The committee strongly
encourages the Army to develop funded BFV and M1A2 SEP pro-
grams, based on a multiyear procurement strategy, for the fiscal
year 2008 budget request. The Army should also consider request-
ing multiyear procurement authority to introduce price and produc-
tion stability into these programs.

M113 Armored personnel carrier family of vehicles

The budget request included $23.0 million in Procurement of
Weapons and Tracked Combat Vehicles, Army, for the conversion
of M113A2 Armored Personnel Carrier Family of Vehicles (FOV) to
the M113A3 FOV configuration. The committee notes that the
Army has a requirement to convert 310 M113A2s to support the
Army’s modularity initiative. Additional funding for the conversion
of 310 M113A2s to the M113A3 configuration has been included on
the Chief of Staff of the Army’s fiscal year 2007 unfunded priority
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list. The committee recommends an increase of $139.0 million in
Procurement of Weapons and Tracked Combat Vehicles, Army, for
additional M113A2 conversions, for a total authorization of $162.0
million.

M1028 120mm tank cartridge

The budget request included $0.9 million in Procurement of Am-
munition, Army (PAA), for the M1028 120mm tank cartridge. The
committee notes the utility of the M1028 in improving the M1A1l
Main Battle Tank’s urban warfare capability. The committee rec-
ommends an increase of $9.2 million in PAA for the M1028.

M915 105mm Dual Purpose Improved Conventional Muni-
tion artillery cartridge

The budget request included $45.6 million in Procurement of Am-
munition, Army (PAA), for 105 mm artillery cartridges of all types,
but included no funding for the M915 105 mm Dual Purpose Im-
proved Conventional Munition (DPICM), Load, Assemble, and Pack
(LAP) artillery cartridge. The committee is aware that the M915 is
the only 105 mm DPICM cartridge, and that it is extremely impor-
tant for light forces. The committee recommends an increase of
$12.2 million in PAA to complete the LAP of the components al-
ready in the inventory.

Rapid wall breaching kit

The budget request included no funding in Procurement Ammu-
nition, Army (PAA), for the rapid wall breaching kit. The com-
mittee notes that rapid wall breaching kits are one-man portable
devices capable of creating man-sized holes in triple brick masonry
or double reinforced concrete structural walls. The committee rec-
ommends an increase of $4.0 million in PAA for rapid wall breach-
ing kits.

Ammunition peculiar equipment outloading module

The budget request included no funding for ammunition peculiar
equipment outloading modules. The committee notes that a modern
robotic-controlled strategic ammunition outloading module would
be capable of supporting current readiness requirements, while in-
creasing ammunition plant safety, security, and capacity. Army of-
ficials report that a design exists for modernizing current
outloading capabilities with robotic-controlled technologies at am-
munition plants. The committee recommends an increase of $6.0
million in Procurement of Ammunition, Army, for ammunition pe-
culiar equipment outloading modules.

Automated Tactical Ammunition Classification System

The budget request included $10.3 million in Procurement Am-
munition, Army (PAA), for ammunition peculiar equipment. The
committee understands the logistical difficulties inherent in the
large amounts of ammunition turned in by combat units leaving a
combat theater, which must be inspected and reissued to new
units. Previously, this inspection and processing activity has been
done by hand, which is extremely manpower intensive. The com-
mittee recommends an increase of $5.0 million in PAA for addi-



43

tional development and procurement of a family of mobile Auto-
mated Tactical Ammunition Classification System units for near-
term battlefield deployment.

Corrosion protective covers

The budget request included no funding to procure and evaluate
corrosion protective covers for configurable loaded ammunition. The
committee is aware that corrosion in harsh environments can cause
damage to equipment as well as ammunition. The committee rec-
ommends an increase of $4.0 million in Procurement of Ammuni-
tion, Army, for corrosion protective covers to prevent corrosion of
ammunition.

Insensitive munitions high-shear mixing system

The budget request included no funding for any upgrades at the
Milan Army Ammunition Plant. After many years of neglect, up-
grade of the munitions industrial facilities is critical, particularly
given the increased usage rates caused by current operations. The
committee recommends an increase of $7.5 million in Procurement
of Ammunition, Army, to demonstrate, validate, and implement an
insensitive munitions high-shear mixing system at the Milan Army
Ammunition Plant.

Lake City Army Ammunition Plant

The budget request included $116.2 million in Procurement of
Ammunition, Army (PAA), for the provision of industrial facilities,
including $35.0 million for the Small Caliber Ammunition Mod-
ernization Program at Lake City Army Ammunition Plant. The
committee is aware that a significant investment in new equipment
and facilities at Lake City Army Ammunition Plant is required to
provide the quantities of small caliber ammunition necessary to
support ongoing operations in the global war on terror. The com-
mittee recommends an increase of $18.2 million in PAA to continue
the modernization of the Lake City Army Ammunition Plant.

Modernization of forge equipment at Scranton Army Ammu-
nition Plant

The budget request included $116.2 million in Procurement of
Ammunition, Army (PAA), for the provision of industrial facilities,
but included no funding for modernization at the Scranton Army
Ammunition Plant. The committee is aware that the newest piece
of government-owned forge equipment at Scranton is at least 30
years old. Much of Scranton’s equipment has exceeded its useful
life and is beginning to experience failures. The government has
historically modernized this type of equipment at 10-year intervals.
The committee understand the importance of investing in the mu-
nitions industrial base, after many years of deferring critical mod-
ernization. The committee recommends an increase of $4.0 million
in PAA for modernization of forge equipment at Scranton Army
Ammunition Plant.

Radford Army Ammunition Plant upgrades

The budget request included $116.2 million in Procurement of
Ammunition, Army (PAA), for the provision of industrial facilities,



44

including $56.2 million for operations and upgrades to the Radford
Army Ammunition Plant. The committee recognizes that for many
years, modernization of munition industrial facilities has not kept
pace with the requirements of modern weapons systems and envi-
ronmental regulations. Because of the interrelated work of these
munitions plants, a disruption in one facility could cause disrup-
tions in others, and thus cause a critical shortfall of munitions
while our service members are engaged in combat operations.

The committee is aware that there is a backlog of critical mod-
ernization projects totaling $213.0 million at Radford Army Ammu-
nition Plant, including a new steam plant, waste processing facili-
ties to meet current environmental standards, and new explosives
processing plants to improve efficiencies and reduce the risk of fail-
ure in a critical production area.

The committee recommends an increase of $63.56 million in PAA
for the modernization of industrial facilities at the Radford Army
Ammunition Plant, including $30.0 million to complete the new
steam plant; $11.78 million to build new waste processing facilities
and incinerators; $10.0 million to fund the first two phases of a
modern nitroglycerine facility; and $11.8 million for Phase 2B of
the upgrades to the nitrocellulose facility. The committee further
directs the Army to develop a plan to complete the remaining
$150.0 million in critical modernization projects at Radford over
the next 3 years.

Defense advanced global positioning system receivers

The budget request included $61.6 million in other procurement,
Army (OPA) for the procurement of Defense advanced global posi-
tioning system receivers (DAGR). DAGR provides a satellite-based
navigation and timing system to enable warfighters to confirm
their own locations for all phases of combat. The committee notes
that emerging requirements associated with the global war on ter-
rorism have led to a greater demand for DAGR than previously an-
ticipated, and that DAGR has been included on the Chief of Staff
of the Army’s unfunded priorities list. The committee recommends
an increase of $7.0 million in OPA to procure additional DAGRS.

Nonsystem training devices

The budget request included $243.1 million in Other Procure-
ment, Army, for non-standard training devices, including $3.1 mil-
lion for the Call for Fires Trainer (CFFT). The CFFT is a collective
training system that provides a simulated battlefield for training
forward observers at the institutional and unit level. The com-
mittee notes that the CFFT has proven to be a useful tool for sol-
diers preparing to deploy to the U.S. Central Command area of op-
erations. Additional funding to accelerate CFFT fielding has been
included on the Chief of Staff of the Army’s fiscal year 2007 un-
funded priority list. The committee recommends an increase of $4.0
million in Other Procurement, Army, for CFFT, for a total author-
ization of $247.1 million.

Subtitle C—Navy Programs
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CVN-21 class aircraft carrier procurement (sec. 121)

The committee recommends a provision that would authorize the
Secretary of the Navy to incrementally fund procurement of CVN-—
21 class aircraft carriers over four year periods, commencing with
CVN-78 procurement in fiscal year 2008. The budget request in-
cluded $739.1 million in Shipbuilding and Conversion, Navy (SCN)
for CVN-78 advance procurement and $45.1 million in SCN for
CVN-79 advance procurement. The provision would also authorize
advance procurement for CVN-80, commencing in fiscal year 2007.

In reviewing the budget request for fiscal year 2006, the com-
mittee received testimony from the Navy and industry that the low
rate of shipbuilding was driving higher costs, which in turn further
reduced shipbuilding rates, creating a downward spiral. The com-
mittee believes that stable ship requirements, increased funding in
the shipbuilding budget, and increased flexibility for funding large
capital ships are critical elements of any strategy to reverse this
trend.

The Secretary of the Navy’s fiscal year 2007 report to Congress
on the long-range plan for the construction of naval vessels identi-
fies a requirement to procure the CVN-21 class aircraft carriers at
4-year intervals, commencing in fiscal year 2008. The Navy origi-
nally planned to procure the first CVN-21 class aircraft carrier,
CVN-T78, in fiscal year 2006. Since then, the Navy has delayed pro-
curement to 2008, which has delayed fielding this vital capability,
while significantly increasing the aircraft carrier’s procurement
cost. The committee believes that procuring and delivering the
CVN-21 class aircraft carriers over 4-year periods in accordance
with the Navy’s long-range plan is vital to the National Defense
Strategy, and is vital to the affordability of these capital ships.

Elsewhere in this report, the committee has expressed concern
with cost growth on the CVN-77 program, and has urged the Navy
and the shipbuilder to identify opportunities to improve afford-
ability of future aircraft carriers. Procurement delays, excess infla-
tion, and material escalation have been reported as significant con-
tributors to CVN-77 cost growth. The shipbuilder has proposed to
achieve significant CVN-21 class program savings through a stable
procurement plan, and through procurement of economic order
quantity material for CVN-79 and CVN-80 in conjunction with
CVN-78 procurement.

In view of the potential for significant program savings, the com-
mittee recommends an increase of $50.0 million in SCN for CVN-—
21 class advance procurement, and directs the Secretary of the
Navy to review economic order quantity and long lead time mate-
rial procurement for the CVN-21 class. The Secretary is to submit
a report to the congressional defense committees with the fiscal
year 2008 budget request, outlining the advance procurement re-
quirements to potentially optimize economic order quantity savings
and escalation avoidance (to include offsetting factors) for the first
three vessels of the CVN-21 class. Of the amount authorized to be
appropriated for advance procurement for CVN-79 and CVN-80,
none of the funds are available for obligation prior to 30 days fol-
lowing receipt of the Secretary’s report.
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Construction of first two vessels under the next-generation
destroyer program (sec. 122)

The committee recommends a provision that would authorize the
Secretary of the Navy to enter into a contract to fund the detail de-
sign and construction of the first two next-generation destroyers,
DD(X), in Shipbuilding and Conversion, Navy (SCN), with funding
split over fiscal years 2007 and 2008.

The budget request included $2,568.0 million in SCN for the
DD(X) program, which is in addition to $1,010.1 million prior year
advance procurement and $3,004.0 million subsequent year full
funding for the construction of two DD(X) destroyers. The Navy’s
report on the long-range plan for the construction of naval vessels
identified a requirement to procure a total of seven DD(X) destroy-
ers commencing in fiscal year 2007. Section 125 of the National De-
fense Authorization Act for Fiscal Year 2006 (Public Law 109-163)
prohibited the Secretary of the Navy from acquiring these vessels
through a winner-take-all competition strategy. Section 123 of that
same Act established a cost limitation for the fifth vessel of the
program.

The Navy’s procurement strategy for the next generation de-
stroyer program is to allocate dual lead ships and competitively
award follow-on ships to both of the two shipyards which build sur-
face combatants. The Navy is in the process of determining details
of the acquisition strategy for the follow ship contracts. The com-
mittee agrees with the Navy’s determination that competition is an
underlying benefit of dual sourcing, and that it is critical to meet-
ing the fifth ship cost limitation established for the next generation
destroyer program.

The committee is equally concerned with the risk that the dual
lead ship strategy adds to the program. The committee is aware
that the Navy added $150.0 million to the second lead ship budget
to account for this risk. Nevertheless, the Congressional Budget Of-
fice has cited a significantly higher cost estimate for the DD(X)
lead ship(s) than currently included in the Navy’s budget. It is
therefore critical that, in preserving the ability to compete follow-
on ships, the Navy does not unduly increase lead ship cost risk and
total program cost risk.

The committee understands that the Navy intends to award lead
ship contracts following approval by the Defense Acquisition Board
(DAB), currently planned for January 2008. The committee urges
the DAB to carefully weigh affordability and risk mitigation consid-
erations in arriving at a decision to approve award of the lead ship
contracts. The committee directs the Secretary of the Navy to sub-
mit a report to the congressional defense committees, 30 days prior
to lead ship contract(s) award, on the Navy’s competition strategy
for DD(X) follow ship procurement. The report shall identify the
range of possible outcomes for awarding follow-on ships, the Navy’s
estimated cost for the respective ships, the estimated cost benefit
provided by competition, the basis for determining contract award,
and the type of contract planned for the award. The report shall
also address potential impact of follow-on ship awards on the lead
ship costs or schedules, including an assessment of workload im-
pacts at the respective shipyards.
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Modification of limitation on total cost of procurement of
CVN-77 aircraft carrier (sec. 123)

The committee recommends a provision that would increase the
limitation on the total cost of procurement for the CVN-77 aircraft
carrier from $5.357 billion to $6.057 billion.

Section 122 of the National Defense Authorization Act for Fiscal
Year 1998 (Public Law 105-85) imposed a $4.6 billion procurement
cost cap for the CVN-77, and authorized the Secretary of the Navy
to adjust the cap for certain categories of cost. In accordance with
Section 122, the Secretary reported authorized annual cost in-
creases, which incrementally raised the CVN—77 cost cap to $5.357
billion. The February 2005 report on CVN-77 Program Cost identi-
fied $0.7 billion cost increase beyond the Secretary’s authority, re-
quiring Congress to increase the cost cap.

The procurement cost increase to $6.057 billion, which equals the
government’s maximum contractual liability, is attributed to ex-
traordinary escalation impacts, increased labor hours and overhead
rates, and costs related to schedule delays. The fiscal year 2007
budget request included $348.4 million for CVN-77 cost growth,
with the balance of additional funding to be included in future
budget requests. The committee is aware that the Navy has taken
a series of management actions to contain cost on CVN-77, includ-
ing deferral of upgrades that are not required for safe system oper-
ation or certification; minimization of contract change orders; im-
plementation of a joint Navy-shipbuilder Lean Six-Sigma program,;
and a schedule revision to enable a more efficient completion of
CVN-77. The committee is concerned, however, that despite these
management actions, the Navy is projecting CVN-77 cost to grow
to the contract ceiling, in excess of 30 percent above the baseline
cost cap.

The committee notes that the Secretary’s report to Congress on
the long-range plan for construction of naval vessels establishes
cost estimates for future ship construction, which target improved
performance based on a series of management actions similar to
ongoing efforts to control CVN-77 cost. Visibility into cost perform-
ance while completing CVN-77 is necessary in order to assess the
effectiveness of these management actions, and will assist in deter-
mining further actions necessary to improve affordability of the fu-
ture force. Improved visibility into completion cost performance will
also afford greater opportunity to deliver CVN-77 below the con-
tract ceiling. Accordingly, the Secretary of the Navy is directed to
submit a quarterly report to the congressional defense committees,
beginning December 1, 2006, providing the following information
regarding the CVN-77 ship construction contract:

(1) contract target cost;

(2) Program Manager’s Estimate at Completion;
(3) contractor’s Estimate at Completion;

(4) contract ceiling price;

(5) end of period actual costs; and

(6) percent progress.
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Budget Items—Navy

MH-60S and MH-60R helicopters

The budget request included $458.2 million in Aircraft Procure-
ment, Navy (APN) for the procurement of 18 MH-60S Knight
Hawk helicopters and $795.3 million for the procurement of 25
MH-60R Sea Hawk helicopters. The committee notes that the
Navy reduced the number of MH-60 series helicopters from the
Navy’s fiscal year 2006 program plan. The Navy requires addi-
tional funding to acquire additional MH-60S for critical surface
warfare capability coverage for Carrier and Expeditionary Strike
Groups, and one additional MH-60R helicopters, allowing the ini-
tial MH-60R Carrier Strike Group squadron to deploy with full ro-
tary wing capability in accordance with the Navy’s Helicopter Con-
cept of Operations. Additional funding for MH-60S and MH-60R
helicopters has been included on the Chief of Naval Operations’ un-
funded priorities list. The committee recommends an increase of
$112.0 million in APN for eight additional MH—60S helicopters, for
a total authorization of $570.2 million and an increase of $28.0 mil-
lion in APN for one additional MH—60R helicopter, for a total au-
thorization of $823.8 million.

T-45TS Goshawk

The budget request included $376.4 million in Aircraft Procure-
ment, Navy (APN) for the procurement of 12 T-45TS Goshawk
training aircraft for the Navy. The future-years defense program
indicates that the Navy intends to stop production with the fiscal
year 2007 procurement. This would yield a total of 223 aircraft.
The committee notes that the Navy’s request for 12 T-45TS Gos-
hawk training aircraft is nearly twice the number of aircraft re-
quested in previous years. Moreover, the Chief of Naval Operations’
unfunded priorities list includes an additional six aircraft.

The committee is concerned that a premature close out of T-—
45TS production, particularly in one budget request, would be
harmful for two reasons. First, the Navy’s longstanding require-
ment was for 234 aircraft. Since that determination, significant
changes have occurred in the annual training requirements for pi-
lots, and empirical data has replaced planning assumptions. Train-
ing requirements have grown rather than diminished. Moreover,
the Navy’s “T-45 Strategic Planning Study, 2003—2035,” identifies
239 trainers as the minimum number of aircraft needed to ade-
quately support long-term pilot training requirements. For budg-
etary reasons, the requirement was reduced twice even as addi-
tional PTR requirements were added. The committee believes that,
in order for the fleet to adequately support training requirements,
the original requirement of 234 aircraft should remain the inven-
tory objective. Second, the committee believes that the T—45TS,
with requisite modifications, could serve as both the next-genera-
tion joint trainer and as a replacement for the Air Force T-38
trainer. The committee recommends a decrease of $64.0 million in
APN for the procurement of a total of 10 T-45TS Goshawk training
aircraft, and encourages the Navy to continue procurement to
achieve at least the 234-aircraft inventory objective.



71

CH-53 Integrated Mechanical Diagnostic System (IMDS)

The budget request included $28.3 million in Aircraft Procure-
ment, Navy (APN) for the H-53 series helicopters, including $2.3
million for the Integrated Mechanical Diagnostic System (IMDS).
The committee notes that IMDS enhances safety and reduces heli-
copter life cycle costs. Additional funding for IMDS has been in-
cluded on the Chief of Naval Operations’ unfunded priorities list.
The committee recommends an increase of $4.4 million in APN for
IMDS, for a total authorization of $32.7 million.

Allegany Ballistics Laboratory facility restoration

The budget request included $4.6 million in Weapons Procure-
ment, Navy (WPN) for various activities at government-owned, con-
tractor operated weapons industrial facilities, but included no fund-
ing for facilities restoration at the Navy Industrial Reserve Ord-
nance Plant, Allegany Ballistics Laboratory (ABL). Some of these
facilities have exceeded their useful life and deteriorated beyond
safe operations. The committee recommends an increase of $20.0
million in WPN for the facilities restoration program at ABL.

Mk 110 57mm naval gun

The budget request included $8.9 million in Weapons Procure-
ment (WPN), Navy for gun mount mods for in-service gun weapon
systems, but included no funding for the Mk 110 57mm naval gun.
The Mk 110 57mm naval gun is the newest gun system for surface
ships and is planned for installation on the next generation de-
stroyer, DD(X), the Littoral Combat Ship (LCS), the National Secu-
rity Cutter, and the Offshore Patrol Cutter. A shore-based Mk 110
gun system for training, similar to other in-service gun training
systems, is essential to ensure sailor proficiency in the safe oper-
ation and maintenance of shipboard Mk 110 gun systems. This is
particularly true for new ship classes, which are designed for re-
duced manning and therefore less capable of supporting onboard
training. The committee recommends an increase of $12.0 million
in WPN for procurement of a Mk 110 57mm naval gun for a shore-
based training system.

Mk 295/Mk 296 ammunition for Mk 110 57mm naval gun

The budget request included no funding for Mark 295 or Mark
296 ammunition for the Mark 110 57mm naval gun. Currently, the
Navy and the Coast Guard borrow these rounds in very limited
quantities from other friendly governments. The committee rec-
ommends an increase of $10.0 million in Procurement Ammunition
Navy and Marine Corps for Mk 295/Mk 296 ammunition.

M67 hand grenade

The budget request included $3.0 million in Procurement of Am-
munition, Navy and Marine Corps (PANMC), for M67 hand gre-
nades. The committee recommends an increase of $10.0 million in
PANMC for M67 hand grenades.

M290 nuclear refueling facility

The budget request included no funding for an M290 refueling fa-
cility. The committee is aware that the Navy is developing a more
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efficient shipping system, the M290 container system, for spent fuel
to support refueling and de-fueling U.S. Navy aircraft carriers at
Northrop Grumman Newport News (NGNN). Implementation of a
more efficient, secure, and improved process for disposal of fuel is
necessary to support refueling of USS Nimitz (CVN-68) class air-
craft carriers during their mid-life complex overhauls, and for
defueling USS Enterprise (CVN-65).

The committee believes infrastructure investment in an M290 fa-
cility is needed to support the end-to-end process changes being im-
plemented by the Navy to prepare this special material for ulti-
mate packaging for long-term storage at a federal facility. The com-
mittee understands that a $40.0 million capital incentive would be
required to offset the negative net present value for the M290 facil-
ity investment, and that the incentive could be funded over 2 years
to align with NGNN capital commitments and expenditures. The
remainder of the funding for the facility would be provided by
NGNN. The committee further understands that having this facil-
ity will provide an estimated $25.0 million savings per refueling/
defueling operation.

The committee recommends an increase of $20.0 million in Ship-
building and Conversion, Navy to provide the first increment of
government incentive to start construction of the M290 refueling
facility in 2008.

Procurement authority for LPD-17 class ship designated
LPD-25

The budget request included $297.5 million in Shipbuilding and
Conversion, Navy (SCN) for LPD-25 advance procurement. The
committee recommends an increase of $1,285.0 million in SCN for
procurement of the LPD-17 class ship, designated as LPD-25. This
would allow the Secretary of the Navy to enter into a contract for
LPD-25 in fiscal year 2007, rather than fiscal year 2008 under the
current Navy plan.

The budget request for fiscal year 2006 included LPD-25 pro-
curement for fiscal year 2007 as the ninth ship of a twelve ship
program. The budget request for fiscal year 2007 truncated the
LPD-17 class to nine ships and delayed LPD-25 procurement to
fiscal year 2008. The committee is aware that procurement of
LPD-25 in fiscal year 2007 will save $113.1 million in LPD-25 pro-
curement cost by avoiding construction delays, escalation impacts,
and loss of learning. Further, procurement of LPD-25 in 2007 will
result in delivering this vital warfighting capability to the fleet at
the earliest schedule possible, helping to reduce existing Marine
Corps lift capability shortfalls. Additional funding for the LPD-25
has been included on the Chief of Naval Operations’ unfunded pri-
orities list.

The committee is concerned that the Secretary of the Navy’s re-
port to Congress on the long-range plan for construction of naval
vessels calls for a reduction of six Expeditionary Warfare ships.
This reduced expeditionary force size, which also reduces the LPD—
17 class to nine ships, does not meet the Navy’s established 2.5
Marine Expeditionary Brigade (MEB) lift requirement. In testi-
mony before the Seapower Subcommittee of the Committee on
Armed Services in March 2006, the Marine Corps stated that,
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“Limiting the LPD-17 production line to 9 ships places the Marine
Corps at grave/significant risk by further decrementing the MEB
equipment for the assault echelon.” As the Navy continues to
evolve future lift requirements and evaluates capabilities that will
comprise the expeditionary strike and sea basing forces, the com-
mittee strongly encourages the Navy to include funds for LPD-26
in the fiscal year 2008 budget request as the most cost effective
near-term means to satisfy projected lift requirements.

Advance procurement authority for LHA replacement
(LHA(R)) ship designated LHA-7

The committee recommends an increase of $175.0 million in
Shipbuilding and Conversion, Navy (SCN) for advance procurement
of the second ship of the LHA replacement (LHA(R)) class, des-
ignated LHA-7. This would allow the Secretary of the Navy to
enter into a contract for LHA-7 advance procurement in fiscal year
2007, rather than fiscal year 2009 under the current plan.

The Secretary of the Navy’s fiscal year 2007 report on the long-
range plan for the construction of naval vessels identifies a require-
ment to procure the LHA replacement ships at a stable rate of one
ship every 3 years, commencing in 2007. In testimony before the
Committee on Armed Services, the Secretary of the Navy empha-
sized his number one priority is to stabilize the shipbuilding pro-
gram to achieve the program’s critical affordability objectives. The
committee understands that material cost increases and excess in-
flation have been notable factors in cost growth of prior year ship
programs. Conversely, savings of approximately 15 percent have
historically been achieved through the economic order quantity pro-
curement of material for multiple ships of a class.

The Navy plans to procure significant material for LHA—6 in fis-
cal year 2007, and further plans advance procurement for LHA-7
in fiscal year 2009. In view of the significant potential material cost
savings provided by combining material procurement for LHA-7
with LHA—6, the committee recommends an increase of $175.0 mil-
lion in SCN for LHA-7.

Outfitting and post-delivery

The budget request included $409.0 million in Shipbuilding and
Conversion, Navy (SCN) for outfitting and post-delivery. Outfitting
and post-delivery is a centrally-managed account for all SCN-fund-
ed ship programs, which is requested annually based on projected
vessel delivery schedules. The committee is aware that delays to
ship delivery schedules, related to performance issues and Hurri-
cane Katrina impacts, have resulted in outfitting and post-delivery
funding being requested in advance of execution requirements in
the fiscal year 2007 budget request. Further, the committee urges
the Navy to ensure that cost increases to the execution of outfitting
and post-delivery attributed to Hurricane Katrina are properly fi-
nanced in accordance with the provisions of title IX of the Depart-
ment of Defense Appropriations Act for Fiscal Year 2006 (Public
Law 109-148).

The committee recommends a decrease of $30.0 million in SCN
for outfitting and post-delivery.
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Completion of prior year shipbuilding

The budget request included $577.8 million in Shipbuilding and
Conversion, Navy (SCN) for completion of prior year shipbuilding
programs. The committee is aware that delays to ship delivery
schedules, related to performance issues and Hurricane Katrina
impacts, has resulted in completion of prior year shipbuilding fund-
ing being requested in advance of execution requirements for the
LPD-17 class. The committee recommends a decrease of $20.0 mil-
lion in SCN for completion of prior year shipbuilding.

Amphibious ship integrated bridge system

The budget request included $31.0 million in Other Procurement,
Navy (OPN) for other navigation equipment, but included no fund-
ing for amphibious ship integrated bridge systems. The integrated
bridge system (IBS) automatically collects, processes, integrates,
and displays vital navigation sensor data on electronic charts to
automatically and precisely control a ship’s movement in accord-
ance with an approved voyage plan. The committee is aware that
the Navy directed all ships in the fleet to be equipped with an elec-
tronic chart display information system—Navy capability by the
end of fiscal year 2009. Additional funding for IBS is necessary to
accomplish amphibious ship installations in support of this require-
ment. The committee recommends an increase of $4.0 million in
OPN for amphibious ship integrated bridge system.

DDG-51 Arleigh Burke-class destroyer modernization pro-
gram

The budget request included $2.2 million in the Other Procure-
ment, Navy (OPN) for the DDG-51 modernization program. This
program upgrades the DDG-51 class with key technologies devel-
oped for future ships, which provide improved warfighting capa-
bility and reduce operating and support cost. The Secretary of the
Navy’s fiscal year 2006 report to Congress on the long-range plan
for construction of naval vessels identified the requirement to oper-
ate the 62—ship DDG-51 class for a full 35-year service life in order
to meet the Navy’s surface combatant force structure requirements.
The DDG-51 modernization program is essential to achieving this
35-year expected service life. Additionally, the upgrades planned
for incorporation, which enable reduced crew size, improved main-
tainability, and improved commonality, are forecasted to provide
savings of $712.0 million in operations and support for the 62—ship
class.

Additional fiscal year 2007 DDG-51 modernization procurement
funding is necessary to support planning, engineering, and initiate
procurement activities in order to address backfit program issues,
including configuration differences, mission life extension alter-
ations, and initiatives to further reduce manpower requirements
and costs in DDG-51 communications and combat systems oper-
ating spaces. The committee recommends an increase of $25.0 mil-
lion in OPN for the DDG—51 modernization program.
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High performance metal fiber brushes for shipboard motors
and generators

The budget request included $25.2 million in Other Procurement,
Navy (OPN) for submarine support equipment, but included no
funding for high performance metal brushes for shipboard motors
and generators. Metal fiber brushes have demonstrated the capa-
bility to significantly enhance performance and reduce maintenance
costs for motors and generators. The committee recommends an in-
crease of $2.0 million in OPN for completion of shore-based testing,
development of ship alteration, and procurement of high perform-
ance metal fiber brushes.

Ship support items under $5.0 million

The budget request included $172.8 million in Other Procure-
ment, Navy (OPN) for ship support equipment items under $5.0
million, but included no funding for the advanced control moni-
toring system, CVN propeller replacement program, or LSD-41/49
class canned lube oil pumps.

The advance control monitoring system will update legacy, ana-
log ship control systems with digital applications and sensors for
improved ship control and ship system performance monitoring.
The committee recommends an increase of $4.0 million in OPN for
the advanced control monitoring system.

The Navy has designed a generation III propeller for new and in-
service aircraft carriers to meet the operational endurance and
readiness requirements of today’s fleet. Replacing eroded propellers
with generation III propellers provides improved life cycle perform-
ance and significant cost savings by extending propeller service life
to align with aircraft carrier drydock schedules. The committee rec-
ommends an increase of $3.0 million for continued procurement
and installation of generation III propellers.

The current mechanical shaft seal pumps on LSD-41/49 class
amphibious ships experience high failure rates and increasing
maintenance costs. The committee is aware that the Navy could re-
alize a return on investment within 3 years through the installa-
tion of canned lube oil pumps on LSD—41/49 class ships. The com-
mittee also recommends an increase of $2.0 million in OPN for the
procurement and installation of canned lube oil pumps to replace
mechanical shaft seal pumps.

The committee recommends an increase of $9.0 million in OPN
for ship support equipment items under $5.0 million, for a total au-
thorization of $181.8 million.

Electronics equipment items under $5.0 million

The budget request included $22.5 million in Other Procurement,
Navy (OPN) for communications and electronics equipment items
under $5.0 million, but included no funding for the Naval Expedi-
tion Combatant Command (NECC) thermal imaging system capa-
bility. The use of an electro-optical/infrared system on combatant
craft reduces risk to combat personnel and provides a surveillance
capability to special operators at night and in conditions of ob-
scured or reduced visibility. The committee recommends an in-
crease of $4.2 million in OPN for communications and electronics
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equipment items under $5.0 million to outfit NECC riverine squad-
rons with thermal imaging systems.

Sonobuoys

The budget request included $66.9 million in Other Procurement,
Navy (OPN) for sonobuoy procurement. The Navy’s current sono-
buoy inventory and planned procurement for fiscal year 2007 fall
short of the Navy’s Non-Nuclear Ordnance Requirement (NNOR),
which was established to support the National Military Strategy
plus annual training requirements. Additional funding for multi-
static search and localization sonobuoys is required to meet
warfighting requirements. The committee recommends an increase
of $8.0 million in OPN for sonobuoy procurement.

Joint service and explosive ordnance disposal improvised
explosive device countermeasures

The budget request included $21.5 in Other Procurement, Navy
(OPN), for explosive ordnance disposal (EOD) equipment and $24.5
million in PE 63654N for joint service and explosive ordnance sys-
tems development. The Navy has an immediate need to procure
EOD electronic countermeasures (ECM) that are used to protect
Navy EOD technicians from radio-controlled improvised explosive
devices (RCIED) initiation and detonation. The Navy also has a re-
quirement for research and development of a common next-genera-
tion, counter-RCIED system for joint force protection. Additional
funding for joint service and EOD improvised explosive device
countermeasures has been included on the Chief of Naval Oper-
ations’ fiscal year 2007 unfunded priorities list. The committee rec-
ommends an increase of $7.7 million in OPN for EOD ECM, for a
total authorization of $29.2 million and an increase of $9.1 million
in PE 63654N for the development of joint service counter-RCIED,
for a total authorization of $33.6 million.

NULKA anti-ship missile decoy

The budget request included $54.1 million in Other Procurement,
Navy (OPN) for the procurement of eight NULKA anti-ship missile
decoy systems and 79 NULKA decoys. The NULKA decoy is a
quick reaction offboard electronic countermeasure to defeat ad-
vanced radar homing anti-ship missiles.

The committee is aware that the programmed procurement rate
for NULKA decoys will not meet the Navy’s inventory goal of filling
50 percent of available launcher tubes by fiscal year 2008. The
committee further understands that the economic order quantity to
meet the most efficient NULKA production is 96 decoys, and that
increasing production to the most economic rate will save approxi-
mately $20,000 per decoy. The committee recommends an increase
of $6.0 million in OPN for the procurement of 17 additional
NULKA decoys.

Command support equipment

The budget request included $58.6 million in Other Procurement,
Navy (OPN) for command support equipment, but included no
funding for the Multi-Climate Protection System (MCPS), or for the
Man Overboard Indicator (MOBI) System.
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The MCPS is a modular ensemble that provides total perform-
ance by layering thermal protection and shell garments. The com-
mittee is aware that the MCPS was developed to support the Com-
mander Naval Air System requirement for improved protective
clothing for aircrew personnel, and that the Navy has outfitted ap-
proximately 25 percent of total aircrew personnel with this im-
proved clothing system. The committee recommends an increase of
$3.2 million in OPN to complete initial MCPS outfitting.

The MOBI system provides devices, which are worn by sailors
aboard ship, to allow rescue forces to respond quickly in the event
a sailor falls overboard. The committee is aware that the Naval
Safety Center has recommended to the Naval Sea Systems Com-
mand that MOBI systems should be deployed throughout the fleet.
The committee understands that 20 surface ships remain to be out-
fitted with the MOBI system, and that shipboard allowances limit
the provision of personal transmitters to approximately one-third of
crew members. The committee believes the MOBI system is an im-
portant system for shipboard safety. The committee recommends
an increase of $4.4 million in OPN to complete surface ship MOBI
system installations and increase personal transmitter shipboard
allowances.

The committee recommends an increase of $7.6 million in OPN
for command support equipment, for a total authorization of $66.2
million.

Combat Casualty Care Equipment Upgrade Program

The budget request included $5.6 million in Other Procurement,
Navy (OPN) for Medical Support Equipment, but included no fund-
ing for the Combat Casualty Care Upgrade Equipment Program.
This program provides improved emergency medical equipment for
use by the Naval Expeditionary Combat Command to more quickly
stabilize and evacuate casualties, leading to greater survival rates
and improved recovery times. The upgrade program complies with
Navy authorized medical allowance list (AMAL) to provide light-
weight NATO-standardized litters and litter load carriage tools,
lightweight combat medic bags, and onboard life-saving kits for tac-
tical vehicles. The committee recommends an increase of $4.1 mil-
lion in OPN for the Combat Casualty Care Equipment Upgrade
Program.

Lightweight 155-millimeter towed howitzer

The budget request included $94.4 million in Procurement, Ma-
rine Corps, for the Lightweight 155-millimeter towed howitzer
(LW-155 howitzer). The committee understands that a funding re-
duction in fiscal year 2006 reduced the number of Marine Corps’
LW-155 howitzers below the Marine Corps’ Acquisition Objective
of 356 howitzers. Additional funding for the procurement of LW-
155 howitzers has been included on the Commandant of the Marine
Corps’ fiscal year 2007 unfunded priority list. The committee rec-
ommends an increase of $12.4 million in Procurement, Marine
Corps for six additional LW-155 howitzers, for a total authoriza-
tion of $106.8 million.
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Modification kits

The budget request included no funding in Procurement, Marine
Corps, for modification kits for the M2HB .50 Caliber Machinegun.
These kits would allow for the gun to have a quick change-barrel
capability without conducting headspace and timing adjustments.
The committee recommends an increase of $5.0 million in Procure-
ment, Marine Corps for M2HB .50 Caliber Machinegun modifica-
tion kits, for a total authorization of $5.0 million.

Laser integrated target engagement system

The budget request included $19.7 million in Procurement, Ma-
rine Corps for command post systems, but no funding for the Laser
Integrated Target Engagement System (LITES). LITES is a laser
based target location, tracking, identification and designation sys-
tem. The laser designator has potential to significantly reduce the
battery weight and deliver twice the designations at twice the
range compared to the current generation of laser designators. The
committee recommends an increase of $9.3 million in Procurement,
Marine Corps for the LITES, for a total authorization of $29.0 mil-
lion.

Subtitle D—Air Force Programs
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Procurement of Joint Primary Aircraft Training System air-
craft after fiscal year 2006 (sec. 141)

The committee recommends a provision that would require any
Joint Primary Aircraft Training System (JPATS) aircraft procured
after fiscal year 2006 to be procured through a contract under part
15 of the Federal Acquisition Regulation (FAR), relating to items
by negotiated contract, rather than through a contract under part
12 of the FAR, relating to acquisition of commercial items.

The committee believes that the original decision to procure
JPATS as a commercial item unnecessarily limited cost oversight
by the government by denying the government access to certified
cost or pricing data from the manufacturer. The committee believes
that an agreement to change the terms and conditions of the exist-
ing JPATS contract from a commercial item contract to a standard
defense contract is necessary to provide the government the over-
sight it needs to procure aircraft at a fair price. The Department
of Defense Inspector General report, number D-2006-075, entitled
“Acquisition of the Joint Primary Aircraft Training System,” dated
April 12, 2006, recommended that the Assistant Secretary of the
Air Force for Acquisition discontinue the commercial item procure-
ment strategy for the JPATS program and replace it with a strat-
egy that would require the contractor to provide certified cost or
pricing data and visibility into contractor cost and help the Govern-
ment ensure prices negotiated and eventually paid are reasonable.

The committee notes that the Air Force has announced its intent
to renegotiate this contract to a FAR part 15 contract. This provi-
sion is intended to support that decision.

Prohibition on retirement of C-130E/H tactical airlift air-
craft (sec. 142)

The committee recommends a provision that would prohibit the
Secretary of the Air Force from retiring any C-130E/H tactical air-
lift aircraft in fiscal year 2007.

The committee believes it would be premature to retire any C—
130 aircraft until an Air Force Fleet Viability Board has conducted
an assessment of the C-130E/H fleet of aircraft and the results of
the Intra-Theater Lift Capability Study (ITLCS), Phases 1 and 2,
identify the right mix and number of intra-theater airlift assets,
and that the results of the assessment and the ITLCS study have
been provided to the congressional defense committees.

Limitation on retirement of KC-135E aircraft (sec. 143)

The committee recommends a provision that would authorize the
Secretary of the Air Force to retire up to and including 29 KC-
135E aircraft of the Air Force that do not have the Expanded In-
terim Repair and are currently removed from the flying schedule
in fiscal year 2007. It is the intent of the committee to allow the
Air Force to retire KC-135E aircraft in a manner consistent with
the recommendations of the Air Force Fleet Viability Board, KC—
135 Assessment Report, dated September 2005, including, but not
limited to, the service completing a business case analysis for this
mission area.
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Limitation on retirement of B-52H bomber aircraft (sec. 144)

The committee recommends a provision that would authorize the
Secretary of the Air Force to retire up to and including 18 B-52H
aircraft of the Air Force. The committee expects the remaining B—
52H aircraft inventory to be maintained in a common aircraft con-
figuration that includes the Electronic Countermeasure Improve-
ment, the Avionics Mid-life Improvement, and the Combat Network
Communication Technology modification efforts. The committee ex-
pects no further reduction in the B-52H total aircraft inventory, in-
cluding the current inventory levels for combat coded Primary Mis-
sion Aircraft Inventory and Primary Training Aircraft Inventory.
The committee is concerned that any further reduction in the B—
52H total aircraft inventory will create unacceptable risk to our na-
tional security and may prevent our ability to strike the required
conventional target set during times of war.

Retirement of B-52H bomber aircraft (sec. 145)

The committee recommends a provision that would prohibit the
use of any funds available to the Department of Defense from being
obligated or expended for retiring or dismantling any of the 93 B—
52H bomber aircraft in service in the Air Force as of June 1, 2006,
until 30 days after the Secretary of the Air Force submits to the
Committees on Armed Services of the Senate and the House of
Representatives a report on the bomber force structure. The com-
mittee directs that the report shall be conducted by the Institute
for Defense Analyses and provided to the Secretary of the Air Force
for transmittal to Congress. The committee is troubled that the Air
Force would reduce the B-52 bomber fleet without a comprehensive
analysis of the bomber force structure similar to the last com-
prehensive long range bomber study, which was conducted in 1999.

Prohibition on incremental funding and multiyear procure-
ment of F-22A aircraft (sec. 146)

The committee recommends a provision that would prohibit the
Secretary of the Air Force from using incremental funding for the
procurement of F—22A aircraft. In the past, the Congress has ap-
proved of incremental funding of certain space programs and a se-
lect number of shipbuilding programs. Notwithstanding assertions
to the contrary, authorizing incremental funding for the F-22A
would set a precedent for funding aircraft. The committee sees no
justification for setting such a precedent in the case of the F-22A,
where the Department of Defense has proposed incremental fund-
ing merely as a way of alleviating cash flow pressures on the over-
all Department.

Additionally, the provision would prohibit the Secretary of the
Air Force from entering into a multiyear procurement of the F-—
22A. Subsections (a)(1) through (6) of section 2306b of title 10,
United States Code establish the conditions for entering into a
multiyear procurement contract. The statute requires that the use
of such a contract will result in substantial savings of the total an-
ticipated costs of carrying out the program through annual con-
tracts. Although it would seem possible to achieve savings from im-
plementing a multiyear procurement for the F-22A, the Air Force
has not yet completed a thorough analysis of multiyear savings.
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The statute also requires that the estimates of both the cost of the
contract and the anticipated cost avoidance through the use of a
multiyear contract are realistic. The fact that the Air Force had
budgeted 24 F-22A aircraft in fiscal year 2006, but will only be
able to buy 22 or 23 aircraft with available funds does not give con-
fidence that anticipated costs are well understood. Although the
Department of Defense and the Air Force have asked for the au-
thority to pursue a multiyear procurement program, the Adminis-
tration has not submitted any budget exhibits supporting a
multiyear procurement strategy.

Budget Items—Air Force

Joint Strike Fighter

The budget request included $869.7 million in Aircraft Procure-
ment, Air Force (APAF) to purchase five Air Force aircraft in fiscal
year 2007, $145.3 million in APAF to purchase long lead time ma-
terials for eight Air Force aircraft to be purchased in fiscal year
2008, and $245.0 million in Aircraft Procurement, Navy (APN) to
purchase long lead time materials for eight Marine Corps aircraft
to be purchased in fiscal year 2008.

The purpose of the Joint Strike Fighter (JSF) program is to pro-
vide an affordable replacement strike fighter aircraft for major por-
tions of the fleets of the Air Force, the Navy, and the Marine
Corps. The Air Force variant will be a conventional takeoff and
landing aircraft (CTOL), the Navy variant will be aircraft carrier
capable (CV), and the Marine Corps variant will be capable of short
takeoff and vertical landing (STOVL). Central to the whole JSF
program is achieving an affordable option for these modernization
efforts. Commonality within this family of aircraft is crucial in
keeping the overall tactical aviation modernization program afford-
able.

The committee strongly supports, and is committed to achieving,
the objective of developing and deploying a technically superior and
affordable fleet of Joint Strike Fighters that support the warfighter
in performing a wide variety of missions, as well as meeting the
United States Government’s stated commitments to our inter-
national partners and allies.

The committee, however, is concerned that excessive concurrency
between the development and procurement programs could hamper
efforts to realize this objective in an effective and efficient manner.
Recent testimony by a representative of the Government Account-
ability Office (GAO) indicated that,

The JSF program expects to begin low-rate initial pro-
curement in 2007 with less than 1 percent of the flight test
program completed and no production representative pro-
totypes built for the three JSF variants. Technologies and
features critical to JSF’s operational success, such as a low
observable and highly common airframe, advanced mission
systems, and maintenance prognostics systems, will not
have been demonstrated in a flight test environment when
production begins. Other key demonstrations that will
have not been either started or only in the initial stages
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before production begins include: (1) testing with fully in-
tegrated aircraft-mission systems and full software; (2)
structural and fatigue testing of the airframe; and (3) ship-
board testing of Navy and Marine Corps aircraft.

The committee has also learned that first flight of the first air-
craft, a CTOL variant, has slipped several months, and building of
the research and development aircraft is running three to five
months behind schedule.

The overlap in testing and production is the result of a business
case and acquisition strategy that has proven to be risky in past
programs like F-22A, Comanche, and B-2A, which far exceeded
the cost and delivery goals set at the start of their development
programs. JSF has already increased its cost estimate and delayed
deliveries through a lengthy replanning effort that added over $7.0
billion and 18 months to the development program. The committee
believes that an evolutionary acquisition strategy to limit require-
ments for the aircraft’s first increment of capabilities that can be
achieved with proven technologies and available resources could
significantly reduce the JSF program’s cost and schedule risks.
Such a strategy would allow the program to begin testing and low-
rate production sooner and, ultimately, to deliver a useful product
in sufficient quantities to the warfighter sooner. The Department
of Defense’s use of an evolutionary, knowledge-based approach is
not unprecedented. The F-16 program successfully evolved capa-
bilities over the span of 30 years, with an initial F-16 capability
delivered to the warfighter about four years after development
started.

Although the Department has scheduled the production of JSF
aircraft to begin replacing legacy aircraft, the committee believes
that the development and fielding of JSF variants should be event-
driven and that more of the technologies should be matured and
risk reduced to the point that the government and the contractor
team can sign a fixed-price contract for each production lot of air-
craft.

Therefore, the committee recommends a one-year delay in pro-
duction and a reduction of $955.0 million from APAF for JSF (con-
sisting of $869.7 million for JSF and $85.3 million from JSF ad-
vance procurement), and $245.0 million in APN.

F-22A procurement

The budget request included $1,981.3 million in Aircraft Procure-
ment, Air Force (APAF) as part of an incremental funding strategy
that would lead to a production profile of 20 aircraft per year for
a three-year multiyear procurement of 60 aircraft, beginning in fis-
cal year 2008. No complete F—22A aircraft were to be procured in
fiscal year 2007. The budget request also included $200.0 million
in F—22A advance procurement for economic order quantity (EOQ)
items required for the F—22A multiyear procurement program.

The committee does not agree with the Department of Defense
acquisition strategy to incrementally fund the F-22A. The com-
mittee sees no justification for setting a precedent for funding air-
craft, as in the case of the F-22A, where the Department of De-
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fense has proposed incremental funding merely as a way of alle-
viating cash flow pressures on the overall Department.

Additionally, the committee sees no justification for entering into
a multiyear procurement of the aircraft. Subsections (a)(1) through
(6) of section 2306b of title 10, United States Code establish the
conditions for entering into a multiyear procurement contract. One
of these conditions is that such a contract will result in substantial
savings as compared to the total anticipated costs of carrying out
the program through annual contracts. The committee believes that
substantial savings are not possible under the proposed acquisition
strategy. Although the Department of Defense and the Air Force
have asked for the authority to pursue a multiyear procurement
program, the Administration has not submitted any budget exhib-
its supporting a multiyear procurement strategy. Without a
multiyear procurement program, the $200.0 million in EOQ funds
are in excess and should be applied to the procurement of F-22A
aircraft in fiscal year 2007.

Therefore, the committee recommends an increase of $1,400.0
million in APAF for a total procurement of $3,381.3 million. The
committee authorizes the Air Force to procure up to and including
20 F—22A aircraft in fiscal year 2007.

C-17A procurement

The budget request included $2,636.2 million in Aircraft Procure-
ment, Air Force (APAF), to complete the buy of 180 C-17A aircraft,
including $433.2 million for line closure expenses. In addition, the
fiscal year 2006 budget, as enacted, is $224.5 million for buying ad-
ditional aircraft or for line closure expenses. Therefore, with the
Air Force planned closure of the production line after the delivery
of 180 aircraft, there would be available $657.7 million for line clo-
sure expenses.

The committee is concerned that premature closure of the C—17A
production line would leave the Department of Defense with inad-
equate lift capabilities. While the Mobility Capabilities Study
(MCS) identified that a fleet of 180 C—17As was adequate, that rec-
ommendation was based on many assumptions, some of which, only
months after its completion, no longer hold true. There is a clear
need for additional C-17As in order to meet inter- and intra-the-
ater lift requirements.

In addition, the study assumed a standard usage rate, one sig-
nificantly lower than what the Air Force has experienced over the
past several years. In fact, the service is flying its transports in ex-
cess of 159 percent of planned usage rates, which is leading to pre-
mature aging of the fleet. Some of the older transports now fly with
restrictions due to sustained high usage. For this reason, the com-
mittee believes that higher usage rates necessitate the production
of additional aircraft to ensure the long-term adequacy of the fleet.

In the Senate report accompanying S. 1042 (S. Rept. 109-69) of
the National Defense Authorization Act for Fiscal Year 2006, the
committee requested a further determination by the Secretary of
Defense on the adequacy of airlift capabilities for several reasons,
including increased humanitarian usage, the return of 70,000 per-
sonnel to the United States due to the Base Relocation and Align-
ment Commission results, homeland security requirements, Special
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Operations Command missions, requirements associated with the
Army’s Strategic Brigade Airdrop goal, and lift requirements for
the Army’s Stryker Brigades. The committee has yet to receive the
Secretary’s report. However, it would be difficult to conclude that
these changes have not led to growth in our lift requirements.

In addition, the committee is further concerned that C-17A pro-
duction is scheduled to cease well before the results of the C-5
modernization demonstration program in December 2008 are avail-
able. As a recent Department of Commerce analysis points out, the
cost to restart production of the C—17A would exceed $5.0 billion
and take 4 years before additional transports would become avail-
able. This conclusion is fully consistent with attempts in the early
1980s to restart the C—5 program, which was difficult, costly, and
took years to restart. Additional funding for C—17A procurement
has kieen included on the Air Force Chief of Staff’s unfunded prior-
ities list.

For these reasons, the committee recommends redirecting the
$657.7 million planned for line closure to procure additional C-17A
aircraft. The committee recommends $257.7 million in advance pro-
curement (using the $224.5 million of fiscal year 2006 advance pro-
curement with an additional $33.2 million transferred from the C—
17A procurement line to the C-17A advance procurement line in
fiscal year 2007), and applying the remaining $400.0 million to buy
two additional C-17As.

KC-135 tanker replacement

The budget request included $36.1 million in Aircraft Procure-
ment, Air Force (APAF) to purchase long, lead time materials to
support the first aircraft delivery of a replacement tanker for the
KC—-135 aircraft in fiscal year 2010, and $203.9 million in PE
41221F for non-recurring engineering, test development, and pro-
gram office expenses. The KC-135 tanker replacement program
had been under a Department of Defense-directed pause which has
resulted in a program schedule slip that will cause the contract
award for tanker replacement to occur in fiscal year 2008.

The committee recommends a decrease of $36.1 million in APAF,
and a decrease of $199.0 million in PE 41221F for the KC-135
tanker replacement program to reflect the schedule slip.

A/OA-10 modifications

The budget request included $107.5 million in Aircraft Procure-
ment, Air Force (APAF) for modifications to the A/OA-10 aircraft.
The modifications for the A/OA-10 include, but are not limited to,
a communications and datalink upgrade, precision engagement up-
grades, and a missile warning capability. A recent urgent needs re-
quest was established for an A/OA-10 robust, frequency-selectable,
line-of-sight and beyond line-of-sight secure airborne communica-
tions and datalink capability that can be provided by the ARC-210
radio. The net effect of this improvement will be highly reliable, re-
sponsive air support of joint, coalition, and multi-national ground
forces, and lower maintenance provided by materiel improvement.
The precision engagement program upgrades include a digital
stores management system, MIL-STD-1760 munitions bus, SNIP-
ER/Litening targeting pod integration, improved hands-on-throttle-
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and-stick (HOTAS) control, two new multifunctional color cockpit
displays, an improved head- -up display, and digital datalink. The
precision engagement upgrades will permit the A/OA-10 to employ
GPS-guided munitions such as the Joint Direct Attack Munition
and the Wind Corrected Munitions Dispenser. The A/OA-10 air-
craft also requires an extended duration, covert infrared counter-
measures capability to protect the aircraft from infrared surface-to-
air missile threats that abound in its typical operating envelope for
ground attack. Accelerated procurement of A/OA-10 modifications
is included as the number three priority on the Chief of Staff of the
Air Force’s unfunded priorities list.

The committee recommends an increase of $83.4 million in APAF
to accelerate the A/OA-10 modification program.

C-5 aircraft avionics modernization program

The budget request included $223.1 million in Aircraft Procure-
ment, Air Force (APAF) for modifications to the C-5 aircraft, in-
cluding $50.4 million to continue the C—5 avionics modernization
program (AMP). AMP upgrades the C-5 cockpit by replacing unre-
liable cockpit avionics, installs communication, navigation, surveil-
lance/air traffic management equipment capabilities that will im-
prove air traffic management by taking advantage of optimum air
routes. AMP also installs navigation safety equipment such as the
traffic alert and collision avoidance system and the terrain aware-
ness and warning system. To accelerate this program, the com-
mittee recommends an increase of $32.0 million in APAF for C-5

AMP.

Bomb insensitive munitions upgrade

The budget request included $41.9 million in Procurement of Am-
munition, Air Force (PAAF), for Mk 84 bombs, but included no
funding for facilitation of the insensitive munitions upgrade at the
McAlester Army Ammunition Plant. The committee recommends
an increase of $4.0 million in PAAF for facilitation of the insensi-
tive munitions upgrade at the McAlester Army Ammunition Plant
for the Mk 84 bomb production line.

Propulsion replacement program

The budget request included $294.6 million in Missile Procure-
ment Air Force (MPAF), for the Minuteman III propulsion replace-
ment program. This program extends the life, maintains the per-
formance, and improves reliability of the Minuteman III Interconti-
nental Ballistic Missile by remanufacturing all three solid rocket
motor stages. Refurbishment of the motors is necessary to sustain
the Minuteman III force through 2020.

The committee recommends an increase of $20.0 million in
MPATF, line 11, for the propulsion replacement program to offset in-
creased costs of ammonium perchlorate and attrition hardware.

Expanded intelligence support for reach-back operations

The demand for intelligence exploitation from Air Force high
mission aircraft, such as Predator, Global Hawk, and U-2, is in-
creasing. Advances in technology allow for this imagery and signals
intelligence exploitation to be conducted by Air Force intelligence



100

organizations at home stationed in the United States rather than
being forward deployed. Air National Guard (ANG) squadrons have
successfully assumed portions of this mission set.

The committee recommends that this capability be expanded in
the ANG. The committee also recommends an increase of $7.5 mil-
lion in Other Procurement, Air Force, Intelligence Communica-
tions, to provide necessary communications equipment and unique
intelligence workstations to enhance the mission capabilities of
ANG intelligence squadrons and to expand the intelligence reach-
back capabilities of the Department of Defense.

Self-deploying infrared streamer

The budget request included no funding in Other Procurement,
Air Force (OPAF) for personal safety and rescue equipment items
less than $4.0 million. The self-deploying infrared streamer
(SDIRS) system aids in the rescue of downed aircrew at sea. The
SDIRS system is attached to an ejection seat and automatically de-
ploys and activates upon submergence in the water, making the
wearer highly visible to search and rescue teams using the naked
eye during daylight and night vision equipment during hours of
darkness. The SDIRS installation requires only minimal modifica-
tion to the existing system without affecting other components of
the pilot’s survival kit.

The committee recommends an increase of $4.0 million in OPAF
for the procurement of the self-deploying infrared streamer.
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Budget Items—Defense-wide

Army high performance computing research center

The budget request included $84.9 million in Procurement, De-
fense-wide for major equipment, including $51.2 million for the
High Performance Computing (HPC) Modernization Program
(HPCMP). Department of Defense (DOD) supercomputing require-
ments for support of the research, development, test and evaluation
community are collected and validated annually. Current projec-
tions show that the deployed capability in fiscal year 2007 will
meet less than half of the validated requirement. The addition of
supercomputers at the Army HPC research center will help the De-
partment meet a high percentage of the requirement. The com-
mittee recommends an increase of $22.3 million in Procurement,
Defense-wide, for a total authorization of $73.5 million for the
Army HPC research center.

Mini gun

The budget request included $86.8 million in Procurement, De-
fense-wide (PDW), for Special Operations Forces (SOF), Rotary
Wing Upgrades and Sustainment, but included no funding for the
procurement of the M134 mini gun.

The M134 mini gun is a six barrel Gatling gun that has proven
itself as a workhorse for the 160th Special Operations Aviation
Regiment (160th SOAR) due to its long service life and reliable rate
of fire. The M134 mini gun is one of the highest priorities of the
Commander, U.S. Special Operations Command, for additional
funding.

The committee recommends an increase of $13.9 million in PDW,
for SOF Rotary Wing Upgrades and Sustainment, to support the
procurement of 279 additional mini guns to ensure the 160th SOAR
has a common weapon system capable of operating on direct-cur-
r%nlt power, while also offering a weight savings and improved reli-
ability.

Time delayed firing device/sympathetic detonators

The budget request included $13.6 million in Procurement, De-
fense-wide (PDW), for Special Operations Forces (SOF), Ordnance
Acquisition, including $2.7 million for time delayed firing device/
sympathetic detonators (TDFD/SYDET), but included insufficient
funding to fully replenish the inventory or provide sufficient muni-
tions to train new operators as directed by the 2006 Quadrennial
Defense Review Report.

TDFD/SYDET is a time delayed detonating device that greatly
enhances the capabilities and efficiency of SOF operators con-
ducting offensive military operations. Sufficient supplies are re-
quired to ensure operators have the best possible detonators for ac-
tual missions and that the detonator is available to instructors
training new SOF operators. TDFD/SYDET is one of the highest
priorities of the Commander, U.S. Special Operations Command,
for additional funding.

The committee recommends an increase of $7.5 million in PDW,
for SOF Ordnance Acquisition, to procure an additional 5,500
TDFD/SYDET units for SOF operators and trainers.
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Persistent Predator operations and intelligence

The budget request included $32.7 million for Procurement, De-
fense-wide (PDW), for Special Operations Forces (SOF), Intel-
ligence Systems, but included no funding for Persistent Predator
operations and intelligence.

The U.S. Special Operations Command (USSOCOM) requires the
capability to find, fix, and finish time-sensitive, high-value targets.
These targets can often only be developed with patient, persistent
collection, and require rapid, decisive action during the brief peri-
ods in which they present themselves. Persistent Predator oper-
ations and intelligence is the highest priority for the Commander,
USSOCOM, for additional funding.

The committee recommends an increase of $13.4 million in PDW,
for SOF Intelligence Systems, to procure a mobile Predator oper-
ations center and distributed common ground system to conduct
dynamic retasking of Predator assets to support SOF ground forces.

Advanced lightweight grenade launcher

The budget request included no funding in Procurement, De-
fense-wide (PDW), for Special Operations Forces (SOF), Small
Arms and Weapons, for continued procurement of the Advanced
Lightweight Grenade Launcher (ALGL).

The ALGL system provides a much improved capability over the
Mark 19 grenade launcher it replaced. The ALGL is a lightweight
40MM grenade launching system with day and night fire control
and air bursting 40MM ammunition. This capability provides SOF
elements the ability to address targets in defilade position, and en-
ables first burst hit capability on point targets up to 1,500 meters.
ALGL is one of the highest priorities for the Commander, U.S. Spe-
cial Operations Command, for additional funding.

The committee recommends an increase of $12.9 million in PDW,
for SOF Small Arms and Weapons, to procure an additional 86
ALGL systems with fire control capability.

Special Operations Forces laser acquisition marker

The budget request included $105.8 million for Procurement, De-
fense-wide, for Special Operations Forces (SOF), Small Arms Weap-
ons, and $1.4 million for the night vision sight subcomponent of the
Special Operations Forces Laser Acquisition Marker (SOFLAM).

The use of an invisible, coded laser that can only be detected by
a targeted missile provides SOF elements with a stand off capa-
bility to engage targets, and ensures friendly delivery aircraft
spend minimal time in enemy airspace. SOFLAM is one of the
highest priorities for the Commander, U.S. Special Operations
Command, for additional funding.

The committee recommends an increase of $5.3 million in PDW,
for Small Arms Weapons, to procure twelve SOFLAM for tactical
air controllers to mark and laze targets for the delivery of laser
guided munitions.

Special Operations Command craft modifications

The budget request included $20.2 million in Procurement, De-
fense-wide (PDW), for Special Operations Forces (SOF), Combatant
Craft Systems, including $2.5 million for craft modifications, but
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included insufficient funding to fully upgrade the high speed as-
sault craft inventory.

The committee notes that the craft modifications will accelerate
technology insertion, including the high performance diesel engine
propulsion system, the integrated onboard ground operating sys-
tem, and the integrated bridge system. The craft modifications are
one of the highest priorities of the Commander, U.S. Special Oper-
ations Command, for additional funding.

The committee recommends an increase of $8.2 million in PDW,
for SOF Combatant Craft Systems, to fully upgrade the high speed
assault craft currently used by Naval Special Warfare Command in
the execution of their mission to conduct interdiction at sea, as well
as insertion and extraction of combat force to or from shore based
targets.

Joint threat warning system

The budget request included $4.5 million in Procurement, De-
fense-wide (PDW), for Special Operations Forces (SOF), Intel-
ligence Systems Development, for continued procurement of the
Joint Threat Warning System (JTWS), but the amount requested
will only equip a small portion of special operations forces with this
much-improved threat warning capability for ground, air, and mar-
itime forces.

JTWS is a modular, lightweight, ground signals intelligence sys-
tem that can be mounted on a variety of SOF delivery platforms
to provide threat warning, situational awareness, and enhanced
force protection for SOF elements. JTWS is an evolutionary acqui-
sition program that builds upon previous efforts to separately ac-
quire similar systems for air, ground, and maritime applications.
Accelerating the procurement of this capability to provide a net-
work-centric family of systems is one of the highest priorities of the
Commander, U.S. Special Operations Command, for additional
funding.

The committee recommends am increase of $5.5 million in PDW,
for SOF Intelligence Systems Development, to procure additional
JTWS variants that will allow operators increased situational
awareness.

Automatic Chemical Agent Detector and Alarm

The budget request included $236.1 million in Procurement, De-
fense-wide (PDW), for contamination avoidance equipment to sup-
port the procurement of chemical and biological detection, warning
and reporting, and reconnaissance systems, such as the Automatic
Chemical Agent Detector and Alarm (ACADA). The committee
notes that a number of Army National Guard units are deployed
in support of military operations. These units must have the best
possible defense against chemical threats. The committee rec-

ommends an increase of $20.0 million in PDW to meet procurement
shortfalls in fielding ACADA systems.

Improved chemical agent monitor

The budget request included $236.1 million in Procurement, De-
fense-wide (PDW), for contamination avoidance equipment, but in-
cluded no funding for the Improved Chemical Agent Monitor
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(ICAM). ICAM is a hand-held, soldier operated, post-attack device
that provides a means of quickly detecting the presence of nerve
and blister agent contamination on personnel and equipment.

The committee notes that Army National Guard units do not all
possess the capability to rapidly and effectively detect the presence
of chemical agents. These units must have the best available equip-
ment to detect the presence of chemical threats.

The committee recommends an increase of $10.0 million in PDW,
for ICAM, to increase the Army National Guard’s contamination
avoidance capabilities.

Items of Special Interest

Cost control for certain helicopter acquisition programs

The Department of Defense, including the Army, Navy, Air
Force, and Marine Corps are all buying helicopters for filling var-
ious missions. Two of these programs have generated concern be-
cause of recent developments. The Marine Corps has been devel-
oping upgrades and replacements for its existing fleet of attack
(AH-1) and utility (UH-1) helicopters. These programs, which are
being conducted by the same manufacturer, have experienced de-
layed deliveries and increasing costs. These problems appear, at
least in part, to have been caused by deficient cost control and cost
accounting procedures by which the contractor manages the pro-
grams and through which Department of Defense acquisition offi-
cials can manage the government’s equities in the programs.

This raises concerns with the committee, since these same proce-
dures have been used on other existing programs and could be used
on future programs as well. Since the Marine Corps’ MV-22, Spe-
cial Operations Command’s CV-22, the Air Force’s VH-71, and the
Army’s Armed Reconnaissance Helicopter (ARH) programs will all
be acquired in whole or in part from the same contractor, the com-
mittee believes that Department-wide attention should be focused
on the corrective actions that are being proposed for restructuring
the AH-1 and UH-1 programs.

Therefore, the committee strongly urges the Under Secretary of
Defense for Acquisition, Technology, and Logistics (USD (AT&L)) to
conduct a thorough review of the cost control and cost accounting
procedures for helicopter acquisition programs of the various heli-
copter prime contractors, not just the contractor involved in the
AH-1 and UH-1 programs. We need to be sure that we are getting
fair value for the billions of dollars that the taxpayer will be invest-
irig in the various helicopter acquisition programs in the current
plan.

The committee will reserve judgment on the plan to restructure
the UH-1 and AH-1 programs until the Department completes its
review.

Deployable/mobile command and control programs

The committee notes that there are many efforts underway in
the Department of Defense and military services to develop and
field battle management command and control systems. While the
committee supports ongoing efforts to improve command and con-
trol (C2) capabilities, we are nonetheless concerned that many of
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these systems are being developed as service-centric solutions rath-
er than as joint solutions. As a result, there is likely to be unneces-
sary duplication of effort and cost inefficiencies and, more impor-
tantly, there is the potential that systems will lack the necessary
interoperability to operate effectively in a joint military operation.

The committee also notes that Joint Forces Command (JFECOM),
in coordination with the Department of the Navy, is developing and
fielding the first increment of the Deployable Joint Command and
Control (DJC2) system with some success. However, with efforts
underway to pursue further increments of DJC2 capability, it has
become apparent that a number of service-specific solutions to the
problem of deployable C2 have recently begun that may duplicate
DJC2. In addition, the services have several efforts underway to
develop various mobile C2 systems. These systems are intended to
provide commanders with battle management and situational
awareness capabilities while on the move. For example, the Army
is developing the Mounted Battle Command On-The-Move
(MBCOTM) system and the Marine Corps is developing the Com-
mand and Control On-The-Move Network Digital Over-the-Horizon
Relay (CONDOR) system. Additionally, JFCOM is designing a
Command and Control on the Move (C20TM) system under limited
acquisition authority. While each service will argue that they need
a service-unique deployable C2 solution to meet service-specific re-
quirements, a common solution set of equipment that could meet
the needs of multiple services may be preferable, especially given
the funding pressures the Department is experiencing. The com-
mittee believes that there are efficiencies to be gained from merg-
ing the services’ deployable and mobile C2 initiatives.

As a first step in identifying the extent to which there is a prob-
lem with the military services continuing to pursue service-specific
C2 solutions at the expense of joint solutions, the committee directs
the Comptroller General to provide a report to the congressional
defense committees, no later than March 15, 2007, reviewing cur-
rent and planned programs within the Department to develop
deployable and mobile C2 systems. The report will include an as-
sessment of the requirements, costs, and schedules of these pro-
grams and whether joint development approaches are warranted.

F-18 Hornet to Joint Strike Fighter transition

The committee is concerned that the Navy will confront a size-
able gap in aircraft inventory as older F/A—-18A-D Hornets retire
before the aircraft carrier variant of the Joint Strike Fighter (JSF)
is available. F/A-18A-D aircraft were originally designed for a
service life of 6,000 flight hours, and after an initial engineering
study, that limit was raised to 8,000 flight hours. It would take ad-
ditional service life extensions to reach 12,000 flight hours to en-
sure a smooth transition to JSF with no inventory shortfall.

The magnitude of the problem, and the procurement cost to avoid
a shortfall in the carrier air wing force structure, is entirely de-
pendent on when the Navy determines that its F/A—18A/Cs are at
the end of their service life. An ongoing Service Life Assessment
Program (SLAP) II study, to be completed in December 2007, will
determine the maximum service life of the aircraft. Early projec-
tions from the SLAP II study indicate that aircraft service life may
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be approved beyond 8,000 flight hours. However, the Navy has ac-
knowledged that, even if 10,000 flight hours were achievable, the
inventory shortfall would be 50 aircraft. If any of the assumptions
used in the Navy’s analysis change or prove to be overly optimistic,
the inventory gap will grow dramatically.

The committee understands that an acquisition decision is not
required this fiscal year. However, small steps taken now could
prevent the requirement for major and expensive program changes
in 2010. Accordingly, the committee recommends that the Navy
consider buying additional F/A-18E/Fs to mitigate the known
shortfall, while allowing the Navy to transition to the JSF as soon
as feasible. In addition, the committee directs the Navy to report
the preliminary findings of the SLAP II study to the congressional
defense committees no later than June 15, 2007.

Fully funded bomber roadmap

The Secretary of the Air Force shall provide a bomber roadmap
to the congressional defense committees within 120 days of enact-
ment of this Act. The roadmap will outline a plan for long-range
strike bombers with specific details of upgrade plans for legacy
bombers and a schedule for development of the new long-range
strike bomber. The roadmap shall include the amount of funding
that would be needed to implement the roadmap through fiscal
year 2020.

Littoral Combat Ship

The Littoral Combat Ship (LCS) is a small, fast Navy surface
combatant with modular weapon systems, designed to fill critical
capability gaps for warfighting in the littorals. The Navy plans to
procure a total of 55 LCS vessels, plus approximately 90 mission
modules for mine warfare, anti-submarine warfare, and anti-sur-
face warfare capability. The Navy has emphasized the criticality of
littoral capability, modularity, and low acquisition cost as the com-
pelling attributes for procuring this new class of small combatants.
The Navy’s estimate for LCS procurement was $220.0 million, with
average unit cost for mission modules estimated at $70.0 million.
The Navy’s acquisition strategy was to procure 4 flight 0 ships,
pause procurement in fiscal year 2008 while evaluating system per-
formance, and then proceed with introduction of a flight 1 design
for follow-on ship competition.

The Navy awarded two LCS flight 0 prime contracts, with re-
search and development (R&D) funding in fiscal years 2005 and
2006. Congress appropriated two additional flight 0 ships in Ship-
building and Conversion, Navy (SCN) in fiscal year 2006, budgeted
at the Navy’s estimated $220.0 million unit cost. Additionally, in
view of concerns with cost growth on shipbuilding programs, the
National Defense Authorization Act for Fiscal Year 2006 (Public
Law 109-163) established a $220.0 million cost cap for the fifth
and sixth ships of the LCS program. That cost cap is subject to au-
thorized adjustments for inflation, outfitting, statutory changes,
and technology insertion approved by the Secretary of the Navy.

The fiscal year 2007 budget request included $521.0 million for
the fifth and sixth ships of the LCS class, and identified that the
Navy’s $220.0 million estimate for LCS unit cost was exclusive of
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contract change orders, planning and engineering services, program
management support, and other costs not included in the ship con-
struction contract. In total, the Congressional Research Service es-
timates that these adjustments would increase the average unit
procurement cost of follow-on LCS ships about 33 percent, to ap-
proximately $298.0 million. With lead ship construction less than
50 percent complete, it is premature to refine these estimates
based on actual construction cost return data. The Navy has also
advised that it has revised its acquisition strategy and intends to
continue procurement of the two flight 0 versions at least through
the planned procurement of the fifteenth LCS in fiscal year 2009.

The construction of lead LCS vessels at two shipyards inherently
adds cost risk, which will persist until these ships near completion
in 2007 and 2008. The emphasis on cost control would dictate that
the Navy pursue competition, commonality, and the results of
learning curves to the extent practical in the procurement of this
55 ship class.

The committee views LCS as an important component of the
Navy’s strategy for conducting the global war on terror, and has
supported the Navy’s approach to rapidly field this capability. The
design and construction of LCS in parallel with development of the
mission modules requires heightened management of program risk
to ensure affordable, full mission capability of the LCS program.
However, the committee is concerned that the affordability appeal
of the LCS program is being overtaken by apparent cost growth,
and that the rapid ramp up in LCS procurement will compound the
issue. The stated emphasis on affordability is obscured by the ab-
sence of a clear acquisition strategy to guide strategic program de-
cisions. Additionally, it is unclear that the Navy has assessed the
added cost for training, maintenance, configuration management,
planning and engineering, and supply support for the two flight 0
ship classes. Further, by virtue of budgeting the costs for procuring
the flight 0 LCS vessels in three different appropriations, total
costs for the program’s start are difficult to discern.

In view of these concerns, the committee directs the Secretary of
the Navy to submit a report on the LCS program, no later than De-
cember 1, 2006 to the congressional defense committees. The report
shall outline the Navy’s acquisition strategy for the program, in-
cluding the competition plan, the flight strategy, and the cost con-
tainment strategy for the program; contain a clear representation
of all R&D and procurement costs for the total program; and assess
the added life cycle costs associated with operation and support for
two dissimilar flight 0 LCS designs.

Maritime Prepositioning Force, Future

The Navy’s long-range plan for future force structure includes
$14.5 billion for the development and construction of Maritime
Prepositioning Force (Future) (MPF(F)) ships and related enabling
technologies in support of sea basing. The budget request included
$127.7 million in PE 63236N and PE 48042N for the purpose of de-
veloping concepts of operation and enabling technologies for the
Sea Base. The first MPF(F) ships are planned for procurement in
fiscal year 2009, with the Sea Base initial operating capability in
2016.
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The Senate report accompanying S. 1042 (S. Rept. 109-69) of the
National Defense Authorization Act for Fiscal Year 2006 identified
concerns regarding whether the future concept of sea basing is
technically feasible and fiscally prudent. The committee under-
stands that sea basing fundamentally comprises a range of capa-
bilities stretching across prepositioning, sealift, expeditionary force,
and aircraft carrier operations all of which are employed by the
fleet today when called to put forces ashore. The future Sea Base
envisioned by the Navy would include MPF(F) squadrons capable
of supporting brigade-size assault forces, with automated
warehousing and selective offload capability, heavy seas ship-to-
ship cargo transfer capability, mobile landing platforms, and ship-
to-shore connectors. Further, the MPF(F) squadron could sustain
the force ashore for extended periods without reliance on access to
other nations’ ports or bases.

The large investment required by the MPF(F) sea basing capa-
bilities requires careful assessment regarding the concept of oper-
ations for the MPF(F) squadrons. Specific access-denial scenarios,
which would dictate employing the MPF(F) ships, need to be under-
stood against the backdrop of the full spectrum of inter-service and
inter-agency alternatives for establishing a point of departure for
ground forces. To the extent that MPF(F) ships are maintained in
a ready status, similar to their prepositioning counterparts, the
timeline for deploying the MPF(F) ships and the crewing concept
for their operations become important factors in scenario planning
for the Sea Base. Similarly, an understanding of capstone require-
ments for probability of raid annihilation and other force defense
requirements for the Sea Base is critical, since the MPF(F) ships
will potentially embark a brigade-size force, yet they lack the self-
defense features of expeditionary warships.

Technical challenges confronting the development of the critical
enabling technologies for sea basing need to be assessed, and the
risks need to be sufficiently understood to be able to warrant near-
term decisions regarding further investment in MPF(F) ship pro-
curement. The committee believes it is important to ensure that
these technologies can reliably support the movement of supplies
and equipment in heavy seas, at a rate that will sustain a ground
force engaged in combat, before large investments are made in
MPF(F) ships.

The Navy faces significant financial challenges as it proceeds to
build the 313-ship fleet defined by the future force structure plan.
In weighing the investment in MPF(F) capability, the committee
needs to have clear insight to the full benefit the Navy intends to
derive from this concept, an appreciation that the sea basing mis-
sion is not better achieved by other measures, and full confidence
that the development efforts in question are achievable in the time-
frame planned and budgeted. Accordingly, the committee directs
the Secretary of the Navy to submit a report to the congressional
defense committees with the fiscal year 2008 budget request, ad-
dressing: (1) the Sea Base concept of operations for the MPF(F)
ships, including timelines that detail force deployment and under-
way operations in defense planning scenarios; (2) Sea Base cap-
stone requirements that address defense of the MPF(F) ships
against swarming boats, diesel submarine threats, or high density
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anti-ship cruise missile raids; (3) MPF(F) key performance param-
eters; (4) MPF(F) crewing concepts, and assessment of related cost
and operational considerations; (5) refined ship cost estimates and
total program costs, including development and procurement for
connectors and other capabilities required by the Sea Base; (6) the
management plan, including consideration for assignment as a
Major Defense Acquisition Program, for overseeing end-to-end de-
velopment and integration of this joint system-of-systems; and (7)
a program roadmap that outlines the development, test, and inte-
gration plan for the enabling technologies with the MPF(F) plat-
forms.

Ship systems commonality

Navy vessels require common capabilities such as communica-
tions, surveillance, self-defense, damage control, combat systems,
weapon deployment, propulsion, computing capability, and elec-
trical power generation and distribution. In some cases, ship pro-
grams have developed their own solutions for some of these com-
mon capabilities. This approach has resulted in a number of dif-
ferent systems performing similar functions. The concept of a fam-
ily of ships, which applies investments made on one ship class to
other ship classes, could avoid redundant research and develop-
ment while reducing supply and training pipelines. The direct cost
savings associated with this approach are readily apparent. The ef-
fect of the absence on competitive pressure on the incumbent ven-
dor in terms of cost and technology innovations is less clear.

The modular and open architecture approach to designing and
integrating subsystems, which can be assembled as required to
meet the specific missions, could reduce design and integration
costs for Navy ships. The Navy might be in a position to apply this
concept to a number of currently planned ship classes. The com-
mittee believes that the Navy should explicitly consider whether
having such an approach for the design, integration, installation,
and life cycle support for common systems for future ships would
provide better value for the government.

Therefore, the committee directs the Secretary of the Navy to
submit a report to the congressional defense committees, with the
fiscal year 2008 budget request, on the analysis of costs and bene-
fits of implementing a plan to maximize commonality in the design,
integration, and installation of systems into new ships and existing
ships.

Submarine force structure

The Secretary of the Navy submitted a report to Congress on the
long-range plan for construction of naval vessels with the fiscal
year 2007 budget request. This plan reflects the determination by
the Chief of Naval Operations (CNO) that the National Defense
Strategy requires a fleet of 313 ships, including 48 attack sub-
marines, to meet the threat in future years. In testimony before the
Subcommittee on Seapower of the Committee on Armed Services,
the Navy witnesses described the level of 48 attack submarines as
the minimum level necessary to support both wartime and peace-
time requirements.
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The Navy also indicated that, with currently planned construc-
tion, attack submarine forces drop below 48 submarines for 15
years. The future-years defense program (FYDP) supports building
only one attack submarine per year through fiscal year 2011, with
sufficient advance procurement during the FYDP to support in-
creasing the production rate to two boats per year in fiscal year
2012. The Navy’s leadership has stated that they need to get the
price of Virginia-class attack submarines to a level of $2.0 billion
per boat before increasing the build rate. The committee completely
agrees with the Navy’s affordability focus, but simultaneously
views the most important step to improve affordability is to in-
crease the production rate of the Virginia-class to more than one
boat per year.

The committee understands that the Navy is trying to modernize
in a constrained fiscal environment. However, the committee does
not understand the continuing delays in increasing the construc-
tion rate. By the Navy’s own assessment: (1) submarines perform
a uniquely Navy mission; (2) the minimum requirement is to have
48 attack submarines; (3) submarine force levels will fall below 48
during the next decade and remain there for 15 years; (4) the Navy
needs to achieve cost reductions in attack submarine construction
in order to increase production rates without impinging on other
priority shipbuilding programs; and (5) there are potential tech-
nology insertion opportunities that might help reduce costs and
permit the Navy to increase the production rate.

Having said that, the Navy’s and industry’s plan for achieving
the $2.0 billion per boat cost goal requires greater definition. The
Navy has referred to efforts to develop a number of improvements
for the Virginia-class that target cost reductions. The committee is
concerned, however, that without more specific plans with defined
goals and benchmarks, the Navy will get to the end of the FYDP
and not necessarily be any closer to achieving real cost reductions
in this program. Therefore, the committee directs the Secretary of
the Navy to submit with the fiscal year 2008 budget request a de-
tailed plan for developing cost reduction measures with defined
goals and benchmarks for the Virginia-class production program.

T-38 replacement aircraft

The committee believes that the T—45, with requisite modifica-
tions, could serve as both the next-generation joint trainer and as
a replacement for the Air Force T—38 trainer. The committee notes
that the service plans to spend $1.5 billion over the future-years
defense program to maintain the T-38 fleet at a cost per flying
hour that is double that of the T—45, and that the cost of devel-
oping a different replacement trainer and training system for the
T-38 would cost an estimated $2.0 billion.

In addition, the 2005 RAND study, entitled “Assessing the Im-
pact of Future Operations on Trainer Aircraft Requirements,”
states that the “current T-38 fleet averages almost 14,000 flying
hours per airframe, which is almost twice the original design serv-
ice life,” and that if no replacement aircraft is programmed and the
T-38 is operated as late as 2040, the Air Force could be training
a sizable portion of its new pilots in airframes that are almost 80
years old.
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Accordingly, the committee directs the Secretary of the Air Force
to conduct a study that would determine the suitability of the T—
45 and Korean built KT-50 training aircraft to replace the T-38.
Given that all three trainers possess excellent capabilities, the
study should focus on cost of procurement, operating costs, the
availability of a complete training system, and developmental costs.
In addition, if the Secretary determines that sustainment of the
current trainer is the most cost-effective course of action, the study
should explain how large, long-term sustainment expenditures are
justified when readily available replacements are immediately
available, and funds to develop a joint follow-on trainer will not be-
come available for the foreseeable future. The Secretary of the Air
Force should submit a report on the results of the study to the con-
gressional defense committees by March 15, 2007.








