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
2008 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 Department of Defense
may not exceed the authorized amounts (as set forth in the tables
or, if unchanged 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.

Rapid Acquisition Fund (sec. 105)

The committee recommends a provision that would authorize
$100.0 million for the rapid acquisition fund.

(21)
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Multiyear procurement authority for M1A2 Abrams System
Enhancement Package upgrades (sec. 111)

The committee recommends a provision that would provide au-
thority to the Secretary of the Army to enter into a multiyear con-
tract for the upgrade of Abrams tanks to the M1A2 System En-
hancement Package (SEP) versions.

Section 2306b of title 10, United States Code, authorizes the De-
partment of Defense to enter into multiyear contracts for the pur-
chase of property, but only if six statutory criteria are met. One of
these criteria is that the use of a multiyear contract must result
in “substantial savings” compared to the anticipated costs of car-
rying out the program through annual contracts.

The Department estimates that the multiyear contract for the
M1A2 Abrams SEP upgrades will result in savings of approxi-
mately $178.0 million, or a total of approximately 10 percent, com-
pared to the cost of five annual contracts. The committee considers
these savings to be substantial and concludes that the multiyear
proposal meets the statutory criteria.

Multiyear procurement authority for M2A3/M3A3 Bradley
fighting vehicle upgrades (sec. 112)

The committee recommends a provision that would provide au-
thority to the Secretary of the Army to enter into a multiyear con-
tract for the upgrade of Bradley Fighting Vehicles and Bradley Fire
Support Team Vehicles to the M2A3/M3A3/BFIST versions.

Section 2306b of title 10, United States Code, authorizes the De-
partment of Defense to enter into multiyear contracts for the pur-
chase of property, but only if six statutory criteria are met. One of
these criteria is that the use of a multiyear contract must result
in “substantial savings” compared to the anticipated costs of car-
rying out the program through annual contracts.

The Department estimates that a multiyear contract for the
Bradley upgrades over 4 fiscal years beginning in fiscal year 2008
and ending in fiscal year 2011 will result in savings of approxi-
mately $131.0 million, or a total of approximately 5 percent, com-
pared to the cost of four annual contracts. Because the Department
plans to purchase a procurement quantity of 525 in the first year,
the Department assumes that savings resulting from larger pro-
curement quantities will be achieved in that year regardless of
whether a multiyear contract is approved. However, the Depart-
ment estimates that a multiyear contract will result in savings of
$131.0 million, or a total of 10 percent, compared to the cost of an-
nual contracts over the final 3 years of the contract. The committee
considers these savings to be substantial and concludes that the
multiyear proposal meets the statutory criteria.

Stryker Mobile Gun System (sec. 113)

The committee recommends a provision that would withhold all
funding for the procurement of the Stryker Mobile Gun System
(MGS) until 30 days after the date on which the Secretary of the
Army certifies to Congress that the results of the initial operational
test and evaluation indicate that the Stryker MGS is operationally
effective, suitable, and survivable. The Secretary of Defense may
waive the limitation on MGS funding if the Secretary determines
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that further procurement of the Stryker MGS is in the national se-
curity interest of the United States, submits to the Congress, in
writing , a notification of the waiver together with a discussion of
the reasons for the waiver and the actions that will be taken to
mitigate any deficiencies which cause the system to be deemed not
operationally effective, suitable, and/or survivable.

In January 2007, the Army decided to deploy the Stryker MGS
with the Stryker Brigade Combat Team (SBCT) that was deploying
to Iraq as part of the “surge” of units called for by the revamped
Baghdad security plan. This was done despite the Director of Oper-
ational Test and Evaluation’s concern that planned operational and
live fire ballistic test and evaluation were not complete and were
not yet adequate to support a final assessment of MGS crew and
system survivability, operational effectiveness, and operational
suitability. The Director expressed concern about the current reli-
ability and operational effectiveness of the vehicle, with mean
rounds between system aborts being well below the entrance cri-
teria for entry into initial operational test and evaluation (IOT&E),
and with significant “fightability” shortfalls, particularly with re-
gard to the functioning of the two machine guns. More troubling
are the unique survivability concerns expressed by the Director,
with MGS crews at greater risk than crews in other Stryker con-
figurations, the details of which are classified and cannot be dis-
cussed in this report.

The committee is troubled by the Army’s decision and shares the
concerns expressed by the Director of Operational Test and Evalua-
tion and believes that no more Stryker MGS’s should be procured
until adequate testing shows that the system is operationally effec-
tive, suitable, and survivable. The committee notes that the MGS
IOT&E has been delayed from earlier this year to November 2007,
because of the SBCT’s early deployment to Iraq, and a full rate
production decision is not expected until February 2008.

Consolidation of Joint Network Node program and
Warfighter Information Network—Tactical program into
a single Army tactical network program (sec. 114)

The committee recommends a provision that would direct the
Secretary of the Army to consolidate the joint network node (JNN)
and warfighter information network—tactical (WIN-T) programs
into one Army tactical network program.

The budget request included $312.6 million in Other Procure-
ment, Army (OPA) for JNN and fiscal year 2008 budget requested
an additional $2.2 billion in war-related funding in OPA for JNN.
The combined budget request for JNN totals over $2.5 billion. If
approved, the Department of the Army would procure 10 JNN
hubs, 175 JNNs, 557 battalion command post nodes, and would
sustain all previous JNN units fielded.

The JNN is a commercially-based Ku-band satellite system that
supports the Army’s tactical communications requirements for the
exchange of voice, data, and video from theater to the battalion
level. The JNN was designed to be operational within 30 minutes
of the time that the tactical operations center ceases movement and
sets up in a static position. The Army began the JNN program as
a quick-start initiative funded by emergency supplemental dollars
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in response to an urgent operational need statement from U.S.
Central Command. The committee recognizes the importance of
this capability in the theater today and notes that the urgent oper-
ational need has now been met. The committee notes that the
budget request would complete the fielding of JNN to the rest of
the Army.

The committee is concerned that the Army did not comply with
title 10 of the United States Code in its acquisition of Lots 1-9 of
JNN by not adequately testing the JNN platform and its associated
systems before it was produced and fielded. The committee is also
concerned that the Army does not own, nor does it have access to,
the technical data package for JNN.

The committee directs the Department to perform an initial oper-
ational test and evaluation (IOT&E) and deliver to the congres-
sional defense committees a low rate initial production report be-
fore a full rate production decision has been made by the Depart-
ment. The committee is concerned that the Army’s investment in
JNN is not appropriately aligned with its knowledge of its short-
comings and an IOT&E will help the Army develop a better under-
standing of its investment and the additional investments nec-
essary for the sustainment of JNN.

In addition to the JNN request, the Army’s fiscal year 2008 base-
line budget request included $222.3 million for the continued re-
search and development of the WIN-T program.

As envisioned, WIN-T will also support the Army’s tactical com-
munications, including video, data, imagery, and voice services, for
commanders at all echelons at remote locations throughout the bat-
tle space. WIN-T is also expected to interface with the Joint Tac-
tical Radio System, which extends to the individual warfighter
platform level, and will be integral to the Army’s modernization to
the Future Combat Systems (FCS). The committee believes that
the Army should move as quickly as possible to incorporate this ca-
pability into JNN.

JNN and WIN-T are duplicate programs. However, WIN-T will
meet the requirements of JNN, but with greater capability, pro-
viding on-the-move capabilities to Army commanders—a long-
standing requirement. It is estimated that the Army will require
well over $2.0 billion to field JNN to all Army units.

In September 2004, after competitively awarding two contracts
for the Systems Development and Demonstration phase for the
WIN-T communications system, the Army received approval to
merge the winning contractors into a single team to accelerate
WIN-T development. Since that time, and mostly due to afford-
ability issues, the Army has restructured the WIN-T program, fur-
ther delaying its fielding.

According to the Army’s February 2007 “Report to Congress on
the Bridge to Future Networks,” the Army intends to replace JNN
with WIN-T beginning in 2014. The committee is concerned that
the Army cannot afford to field both JNN and WIN-T in such a
short time period and that the training, logistical, and maintenance
burdens for the rapid fielding of two highly complex communication
networks in such a close time frame has not been sufficiently ana-
lyzed.
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The committee is also concerned about the Secretary of the
Army’s January 2007 notification to Congress of the WIN-T breach
of the Nunn-McCurdy unit cost threshold which was a result of the
Army’s decision to expand WIN-T’s capability and increase the
scope of its fielding. The committee shares the concern of the Gov-
ernment Accountability Office that the WIN-T program has been
operating without a bona fide acquisition program baseline for 18
months, and may not have a new approved acquisition program
baseline until well after the June 2007 Nunn-McCurdy -certifi-
cation.

The committee believes that, should JNN and WIN-T remain as
two programs on separate and parallel paths, the result may be
two sub-optimal systems instead of a single, integrated, fully-capa-
ble system as currently envisioned. Therefore, the committee di-
rects the Secretary of the Army to consolidate these two programs
into a single tactical network program which will provide a seam-
less transition from JNN to WIN-T as soon as possible, and at op-
timum cost.

Further, the committee recommends transferring the $2.6 billion
in title XV, OPA for JNN to title I, OPA for JNN. Further, the com-
mittee recommends a reduction of $1.0 billion in OPA for JNN.

Budget Items—Army

Armed reconnaissance helicopter

The budget request included $468.2 million in the base budget
request for 37 Armed Reconnaissance Helicopters (ARH), and
$222.6 million in the fiscal year 2008 war-related budget request
for an additional 29 Armed Reconnaissance Helicopters to replace
OH-58D Kiowa Warrior combat losses.

In April 2007, the Army issued a “stop work notice” to the con-
tractor, giving the company 30 days to address cost and scheduling
performance problems for the ARH program. The Army subse-
quently evaluated the contractor’s response and proposal for exe-
cuting the ARH program, and after a special meeting of the Army
Systems Acquisition Review Council on May 18, 2007, decided that
continuing with the current contractor enables ARH fielding sooner
and at less cost than re-competing the program.

The committee recommends a transfer of $131.0 million from
title I, Aircraft Procurement, Army (APA), for the Armed Recon-
naissance Helicopter, including $31.0 million to APA for OH-58D
cockpit display system software upgrades and mast mounted sight
circuit cards, and $100.0 million to PE 64220A to fund remaining
research and development requirements for ARH.

The committee also recommends a reduction of $38.6 million in
title XV, APA for ARH, and a transfer of $184.0 million—including
$86.0 million to Operations and Maintenence, Army (OMA) for the
recapitalization of UH-60A Blackhawk helicopters, $38.0 million to
APA for the upgrade of UH-60A helicopters to UH—60L models,
and $60.0 million to APA for common missile warning systems for
fixed wing aircraft.

The committee recognizes the long standing Army requirement
for an ARH and commends the Army for taking a critical look at
the program as currently structured and executed. The committee
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urges the Army to continue rigorous oversight of the contractor’s
performance and expects frequent consultation with the congres-
sional defense committees on the results of that oversight. The
committee encourages the Army to submit a comprehensive re-
programming that will adequately fund the required restructuring
of the ARH program.

CH-47 Chinook helicopter

The budget request included $157.9 million in Aircraft Procure-
ment, Army (APA) for six new build CH—47 helicopters and $577.3
million in PE 23744A for CH-47 cargo helicopter modifications.
These amounts assumed savings for procurement and modifications
under a 5-year multiyear contract authority requested by the De-
partment of Defense.

Section 2306b of title 10, United States Code, authorizes the De-
partment of Defense to enter into multiyear contracts for the pur-
chase of property, but only if six statutory criteria are met. One of
these criteria is that the use of a multiyear contract must result
in “substantial savings” compared to the anticipated costs of car-
rying out the program through annual contracts.

The Department estimates that the multiyear contract will result
in savings of approximately 3.8 percent for the new build CH—47
helicopters and 4.3 percent for the modifications. The committee
does not consider these savings to be substantial and concludes
that the statutory standard for approval of a multiyear contract
has not been met. The committee encourages the Department to re-
submit its proposal for a multiyear contract in the future, if it de-
termines that more substantial savings can be achieved.

To meet the cost of an annual contract in fiscal year 2008, the
committee recommends an increase of $6.0 million in APA, a total
of $163.9 million, for CH-47 helicopters; and an increase of $16.0
million in APA, a total of $593.3 million, for CH—47 cargo heli-
copter modifications.

Enhanced electronic digital engine control unit

The budget request included $13.0 million in Aircraft Procure-
ment, Army (APA) for UH-60 Blackhawk helicopter modifications,
but no funding for the Enhanced Electronic Digital Engine Control
Unit (EDECU).

The common EDECU will standardize engine controls among all
Army helicopter platforms flying GE-T700-701C and GE-T700-
701D engines, and provide increased processing capability and
memory beyond the capacity of the legacy Digital Engine Control
Unit (DECU). The EDECU provides single channel engine super-
visory control for engine governing, over-speed protection, tempera-
ture limiting protection, and integral auto relight capability.

The EDECU is a common engine control unit designed for inter-
changeable support for UH-60L/M and Apache AH-64D Block II/
III aircraft equipped with T700-GE-701C or —701D engines. The
EDECU has greater reliability, serviceability, and a lower unit cost
than its legacy predecessor system, the DECU. The EDECU hard-
ware will be common for all platforms, and will be introduced di-
rectly to production or fielded through depot level replacement.
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The committee recommends an increase of $3.0 million for the
EDECU, for a total of $16.0 million.

Aircraft survivability equipment infrared countermeasures

The budget request included $365.5 million in Aircraft Procure-
ment, Army (APA) for Advanced Threat Infrared Countermeasure
(ATIRCM)/Common Missile Warning System (CMWS) installation
kits (A-Kits) and mission kits (B-Kits) to provide an integrated
warning and countermeasure system for aircraft survivability
against infrared guided missile systems. The committee notes that
the Chief of Staff of the Army identified additional funds for this
aircraft survivability equipment among his unfunded priorities for
fiscal year 2008. Therefore, the committee recommends an increase
of $207.4 million in APA, for a total of $572.9 million.

Aircrew integrated systems

The base budget request included $42.7 million for aircrew inte-
grated systems, including $2.2 million for an encrypted Aircraft
Wireless Intercom System (AWIS), but no funding for a non-
encrypted version. The budget request also contained no funding
for the Air Warrior Generation 3 Primary Survival Gear Carrier
(PSGCO).

The AWIS is a cordless, voice-activated crew intercommunica-
tions system integrated with the aircraft communications system.
The system provides a wireless communication capability between
crew members in flight and during ground service operations, al-
lows medical personnel freedom of both hands to perform onboard
medical procedures while communicating with the flight crew, and
eliminates the operational hazards and operational restrictions in-
herent to the existing tethered system. Currently there is no inte-
grated or qualified communication system between the crew flying
medical evacuation (MEDEVAC) aircraft and the medic on the
ground preparing a patient for transport or suspended beneath the
hovering aircraft over hazardous terrain during critical rescue hoist
operations. Hand and arm signals are currently used as the means
for communication.

The committee notes that the Army MEDEVAC community has
requested the immediate fielding of an unencrypted AWIS based
upon Hurricane Katrina relief experience. Funding appropriated in
fiscal year 2007 was sufficient to procure only 60 AWIS of the 363
required for the Army’s UH-60 MEDEVAC aircraft.

The Air Warrior Generation 3 PSGC is a modular, integrated,
rapidly reconfigurable combat aircrew ensemble that saves lives
and maximizes Army aircrew member mission performance. The
PSGC incorporates first aid, survival, signaling, and communica-
tions equipment with body armor, microclimate cooling, and an in-
tegrated extraction capability.

The Generation 3 PSGC incorporates numerous system and safe-
ty improvements based upon combat lessons learned, including the
Universal Camouflage pattern, and will result in a significant sig-
nature reduction for a downed aircrew member in a desert environ-
ment.

The committee recommends an additional $5.0 million in Aircraft
Procurement, Army to procure non-encrypted AWIS for the remain-
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ing 303 MEDEVAC aircraft, and $2.0 million to replace over 3,500
previously-fielded Generation 1 PSGCs with the improved Genera-
tion 3, for a total $49.7 million.

Patriot Advanced Capability-3

The budget request included $472.9 million in Missile Procure-
ment, Army (MPA) for procurement of 108 Patriot Advanced-Capa-
bility—3 (PAC—-3) missiles. The committee recommends an increase
of $75.0 million in MPA to procure an additional 25 PAC-3 mis-
siles.

The committee notes that the Army Chief of Staff included in the
Army’s fiscal year 2008 unfunded priorities list an initiative to up-
grade three Patriot PAC-2 battalions to the most modern and ca-
pable PAC-3 configuration. This PAC-3 “Pure Fleet” initiative was
the number three priority for the Army, for $452.2 million. This up-
grade will increase significantly the capability of Patriot battalions
to defend against longer-range and more complex missile threats
currently facing forward-deployed U.S. forces, allies, and friends.

Since the submission of the original budget request, the Army
clarified its plans for funding the PAC-3 Pure Fleet initiative, and
prepared a fiscal year 2007 reprogramming proposal for $212.0 mil-
lion to begin the initiative. Additionally, it has budgeted $208.0
million in its fiscal year 2008 “Grow the Army” budget plan to com-
plete the initiative. Furthermore, the Grow the Army plan includes
funding to add two additional PAC-3 battalions to the force struc-
ture to meet the requirements of regional combatant commanders.
This plan, with the Pure Fleet initiative, would bring the Patriot
force to a total of 15 PAC-3 battalions, which represents a signifi-
cant increase in capability from today’s force. The committee sup-
ports this proposed funding for the PAC-3 system.

The committee notes that the PAC-3 system is in high demand
by regional combatant commanders, and that U.S. forces do not
have a sufficient inventory of PAC—3 missiles to meet the require-
ments of U.S. military operational plans. The committee commends
the Army for taking steps to fund the PAC-3 Pure Fleet initiative,
and urges the Army to plan and budget for increased PAC-3 mis-
sile inventory in the future to meet the needs of regional combatant
commands.

Section 223 of the John Warner National Defense Authorization
Act for Fiscal Year 2007 (Public Law 109-364) named the Patriot
PAC-3 system as one of the effective, near-term missile defense
systems that the Department of Defense shall make a missile de-
fense priority. Patriot is the only combat-tested and combat-proven
missile defense system in the U.S. arsenal.

Stryker Vehicle

The base budget request included $1.0 billion and the fiscal year
2008 war-related budget request included $402.8 million in Weap-
ons and Tracked Combat Vehicles (WTCV) for Stryker vehicles.

The committee notes that the Chief of Staff of the Army identi-
fied additional funds for Stryker among his unfunded priorities for
fiscal year 2008, including add-on armor, ballistic shields, remote
weapons stations, medical evacuation vehicles, and additional
Stryker vehicles for depot repair cycle floats.
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The committee recommends an increase of $658.1 million in the
base budget, and an increase of $117.0 million in the war-related
budget to replace projected Stryker battle losses.

Improved recovery vehicle

The budget request included $36.8 million in Weapons and
Tracked Combat Vehicles (WTCV) for the M88A2 Heavy Equip-
ment Recovery Combat Utility Lift and Evacuation System (HER-
CULES). The HERCULES is the only single-recovery vehicle capa-
ble of performing recovery, evacuation, and limited repair of the
Abrams tank. Without improvements incorporated in the M88A2
HERCULES, units must use two recovery vehicles to perform the
spectrum of recovery missions. The committee notes that the Chief
of Staff of the Army identified additional funds for the HERCULES
among his unfunded priorities for fiscal year 2008. Therefore, the
committee recommends an increase of $24.9 million, a total of
$61.7 million for the M88A2 HERCULES.

System enhancement program: SEP M1A2

The budget request included $52.9 million in Weapons and
Tracked Combat Vehicles (WTCV) to upgrade M1A2 Abrams tanks
to the System Enhancement Package (SEP) configuration. The fis-
cal year 2007 main supplemental budget request included $325.0
million for the same purpose. The committee understands that all
of the remaining M1A2 Abrams tanks will be upgraded to the SEP
configuration with the fiscal year 2007 funding. Therefore, the com-
mittee recommends no funding for upgrading M1A2 Abrams tanks
to the SEP configuration in fiscal year 2008.

M240 medium machine gun

The base budget request included $37.1 million for the M240 me-
dium machine gun and the fiscal year 2008 war-related request in-
cluded $42.7 million for the same. The committee notes that the
Chief of Staff of the Army identified additional funds for the M240
among his unfunded priorities for fiscal year 2008. Therefore, the
committee recommends an increase of $19.4 million in Weapons
and Tracked Combat Vehicles, a total of $56.5 million for M240
medium machine guns in the base budget.

Arsenal support program initiative

The budget request included no funding in Weapons and Tracked
Combat Vehicles (WTCV) for the Arsenal Support Program Initia-
tive (ASPI).

The military arsenals serve a compelling national security need
by providing rapid manufacturing capabilities for specialized and
unique defense manufacturing requirements. The arsenals, how-
ever, suffer from underutilization which has affected overhead
rates, making it increasingly difficult for them to compete with pri-
vate industry and maintain a base of skilled workers.

The ASPI was established in 2001 to address that problem. The
program integrates commercial activity in the arsenals to reduce
the Army’s cost of ownership and modernize the facilities, while
maintaining their core competencies in support of national defense
requirements. The program establishes broad economic goals,
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maintains the viability of the Army manufacturing arsenals, and
encourages the sharing of manufacturing facilities and unique ca-
pabilities on a “pay as you go” basis for non-governmental entities
performing commercial work at Army manufacturing arsenals.

The committee recommends an increase of $12.0 million for the
ASPI.

Grenades

The budget request included $13.9 million in Procurement of Am-
munition, Army for yellow and green smoke grenades. The com-
mittee recommends an increase of $13.0 million in PAA for the pro-
curement of additional yellow and green smoke grenades.

Ammunition outloading test bed

The budget request included $11.8 million in Procurement of Am-
munition, Army (PAA) for ammunition-peculiar equipment, but did
not include funds necessary to complete an automated ammunition
outloading test bed. The test bed combines state of the art Gantry
robotic equipment with conveyor systems allowing ammunition
plant personnel to outload ammunition directly from trucks to ship-
ping containers. The benefits of the automated outloading capa-
bility include increased capacity and increased personnel safety.
The Army acknowledges that its current outloading capability is
less than half that required to meet readiness goals. The committee
recommends an increase of $5.0 million in PAA to complete an
automated ammunition outloading test bed.

Ammunition plant solvent recovery system

The budget request included $143.7 million in Procurement of
Ammunition, Army (PAA) for the provision of industrial facilities,
but included no funds for a centralized solvent recovery system.
The Army uses ether and alcohol as the primary solvents in the
manufacture of propellants. A study last year indicated that 5 mil-
lion pounds of solvents were used for production at one ammuni-
tion plant. Of that level, only 1.2 million pounds were recovered by
the current system. The committee understands that a modern sys-
tem will significantly increase the amount of solvent recovered, re-
sulting in reduced environmental risks and lower costs of propel-
lent production. The committee recommends an increase of $7.2
million in PAA for an ammunition plant solvent recovery system.

Acid containment and storage system

The budget request included $143.7 million in Procurement of
Ammunition, Army (PAA) for the provision of industrial facilities,
but included no funds for the modernization and upgrade of acid
containment and storage systems. The committee understands that
a modern system will reduce maintenance costs and increase safe-
ty. The committee recommends an increase of $13.2 million in PAA
for an ammunition plant acid storage and containment system.

Single channel ground and airborne radio system family

The base budget request included $137.1 million in Other Pro-
curement, Army (OPA) for single channel ground and airborne
radio system (SINCGARS) hardware units. The fiscal year 2008
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war-related budget request included $1.4 billion in OPA for the
SINCGARS hardware units. SINCGARS provides the primary
means of command and control for combat, combat support, and
combat service support units in the Army.

From fiscal year 2003 to fiscal year 2007, the Army received $2.0
billion to acquire approximately 210,000 SINCGARS hardware
units. In the fiscal year 2007 supplemental budget, the Army re-
quested an additional $532.5 million for 31,425 hardware units.
The combined fiscal year 2008 budget request would permit the
Army to procure an additional approximately 107,000 units of
SINCGARS radios. According to the Army, the combined budget re-
quest is intended to address modular force structure increases, the
need to equip National Guard units, and support an effort to pro-
vide SINCGARS communications in all combat service and combat
service support tactical wheeled vehicles.

The SINCGARS program is currently in the third year of a 5—
year base contract with 2 option years. The largest discount is
available for orders of 10,000 or more hardware units. The Sec-
retary of the Army recently directed the SINCGARS program office
to determine if a new competition for SINCGARS radios is war-
ranted, given the increased demand and requirement for radios.
Given that the government owns the technical data package, addi-
tional discounts may be available if a second contractor can be es-
tablished. Currently, the Army is conducting a market assessment
to ascertain if there are any potential vendors interested in and ca-
pable of meeting the Army’s SINCGARS requirements. In the event
that there will not be a new competition for SINCGARS, the Army
could still seek additional quantity discounts through a renegoti-
ation with the current contractor.

It is the committee’s understanding that the Army plans to make
a contract award in June 2008, to acquire the over 100,000
SINCGARS hardware units. The SINCGARS units funded with fis-
cal year 2008 dollars are expected to be delivered beginning in May
2009, and continue at a monthly delivery rate of 4,000 to 6,600
units through October 2010. Based on the contractor’s production
rates, the Government Accountability Office has determined that
the Army does not need to acquire all of the radios it is requesting
in the fiscal year 2008 war-related budget request given supplier
lead times and delivery schedules.

The committee is also reluctant to approve the Army’s full
SINCGARS budget request in light of program uncertainties re-
lated to the Army’s requirements for SINCGARS radios. Currently,
there are Army and Office of Secretary of Defense force structure
and communications studies underway that may impact require-
ments for SINCGARS radios. Both studies are scheduled for com-
pletion in the summer of 2007. The committee expects these stud-
ies will address the Army’s acquisition of commercial off-the-shelf
radios and the prospects for joint tactical radio systems future pro-
duction and fielding.

Therefore, the committee recommends transferring the $1.4 bil-
lion in title XV, OPA for SINCGARS family to title I, OPA for
SINCGARS family. Further, the committee recommends a reduc-
tion of $375.0 million in OPA for SINCGARS hardware units.
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Information systems

The budget request included $156.2 million in Other Procure-
ment, Army for information systems, a 700 percent increase over
the amount requested in fiscal year 2007. According to Army budg-
et justification materials, $81.4 million of the increase in the base
budget is for Grow the Army initiative requirements at locations
such as Forts Carson, Leonard Wood, and Lee. The Army again re-
quested the same amount in its justification materials for Grow the
Army, duplicating the request of $81.4 million for information sys-
tems. While the committee endorses the Army’s need to increase
force structure, some of the requested funding to support the in-
crease in troop strength is unjustified. The committee recommends
a decrease of 581.4 million in information systems, leaving only the
initial base budget request of $156.2 million.

Installation information infrastructure modernization pro-
gram

The budget request included $217.3 million in Other Procure-
ment, Army (OPA) for the Installation Information Infrastructure
Modernization program (I3MP). ISMP encompasses the moderniza-
tion and upgrade of the telecommunications/information infrastruc-
ture on Army installations in the continental United States, Eu-
rope, and Pacific theaters, and the management of the Army Enter-
prise Systems. At the installation level, I3MP delivers a secure,
interoperable network that is capable of passing large data pack-
ages at high speeds to a user’s desktop. The committee notes that
high bandwidth connectivity provides military users with enhanced
capabilities for data, voice, and video communications. These capa-
bilities enable military organizations to better support deployed
forces and other Department of Defense activities. The committee
recommends an additional $1.7 million for hardware enhancements
to the Defense Information System Network, especially to increase
network geographic diversity and alternative data pathways.

Explosive ordnance disposal equipment

The budget request included $33.3 million in Other Procurement,
Army (OPA) for explosive ordnance disposal (EOD) equipment. Ex-
plosive ordnance disposal personnel are in constant contact with
the most dangerous threats to coalition forces in Iraq and Afghani-
stan. They need adequate equipment for operations and training.
The committee notes that the Chief of Staff of the Army identified
additional funds for EOD equipment among his unfunded priorities
for fiscal year 2008. Therefore, the committee recommends an in-
crease of $25.0 million in OPA for EOD equipment.

Land warrior

Many analysts believe that the most prevalent threats the Na-
tion will confront over the next 2 decades will be similar to those
it currently faces in Iraq and Afghanistan. The committee under-
stands that the Army must be organized, trained, and equipped to
respond to all threats at any level on the spectrum of conflict. How-
ever, the most likely missions the Army will be called upon to con-
duct will be counterinsurgency and stability and support oper-
ations. These missions are infantry-intensive. The Army itself has
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recognized this and has increased the number of infantry in the
modular brigade combat teams (BCTs), and plans to do the same
in the Future Combat Systems BCTs.

Given that the Army will depend more on infantry, not less, the
committee is troubled that the Army has not requested funding for
procurement of the Land Warrior system after 10 years of develop-
ment at a cost of $2.0 billion. The committee has no clear under-
standing as to how the Army intends to take advantage of the tech-
nologies already developed and ready to field that will give the in-
fantry advantages it needs on the battlefield today.

Land Warrior, under its latest configuration, gives the infantry
small unit leaders a suite of capabilities that enhance situational
awareness and command and control. It includes an advanced com-
bat helmet with an optical display attachment, a modified M-4
rifle, digital imaging equipment, a 12-hour lithium-ion battery, a
voice and data radio, a Global Positioning System, a computer sub-
system, a multifunction laser, and a control card for identity man-
agement.

The committee is aware that over the years Land Warrior suf-
fered not only from management, cost, performance, and schedule
problems, but also with requirements growth and the challenges
associated with so many information technology and software-
based systems. However, the Department of Defense Director of
Operational Test and Evaluation (DOT&E) recently assessed Land
Warrior during tests with the 4th Battalion, 9th Infantry, a
Stryker unit preparing to deploy to Iraq. The Director, in a care-
fully worded report to this committee, determined that the system
was “on track” to be operationally effective and suitable, even
though it has not completed its Initial Operational Test.

Although Land Warrior still has two technological issues to ad-
dress, the committee understands that DOT&E has indicated that
the system’s test items could deploy with the 4th Battalion, 9th In-
fantry, that the battalion is eager to take the system to Iraq, and
that the Army has approved the plan.

The committee notes that funding to support Land Warrior items
of equipment in Iraq was originally on the Chief of Staff of the
Army’s unfunded requirements list, but understands that the Army
has now identified sources of funding for that purpose.

The committee also understands that the Army intends to take
the Land Warrior program to a Milestone C acquisition decision to
begin low rate initial production (LRIP), but does not intend to ac-
tually fund LRIP.

The committee believes that such a decision may be short-sight-
ed, especially in light of the Army’s recognition of the centrality of
the infantryman to the likely missions the Army will face over the
next decades. The committee urges the Army to review its decision
to terminate the Land Warrior program. Accordingly, the com-
mittee recommends an addition of $30.4 million in PE 64827A, and
$49.5 million in Other Procurement, Army, to continue develop-
ment of the Land Warrior program, and to procure LRIP items of
equipment to field to the remaining two battalions of the Stryker
brigade combat team currently equipped with Land Warrior.
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Recon and navigation system

The budget request included $2.3 billion in Other Procurement,
Army (OPA) for other support equipment, but included no funds for
the Recon and Navigation System (RNAV). This navigation system
supports the mission requirements of Army special operations div-
ers. The committee recommends an increase of $4.5 million in
Other Procurement, Army for RNAV.

Army combat training centers

The budget request included $16.3 million in Other Procurement,
Army (OPA) to support improvements at the Army’s premier train-
ing ranges: the National Training Center (NTC), the Joint Readi-
ness Training Center (JRTC), and the Joint Multinational Readi-
ness Center (JMRC). The committee notes that the Army’s force
generation and rotation training strategies have strained the time
available for units to conduct their normal mission rehearsal exer-
cises at either the NTC, JRTC, or JMRC.

The Army currently plans to invest modestly over the next 3
years and up to $176.7 million through the future-years defense
plan to upgrade and modernize the combat training centers. The
committee is concerned that this investment profile is inadequate
to meet the mid-term demands of operations in Iraq and Afghani-
stan, and the Army’s plans to increase its end strength. The com-
mittee notes that the Chief of Staff of the Army identified addi-
tional funds for the combat training centers among his unfunded
priorities for fiscal year 2008. Therefore, the committee rec-
ommends an increase of $102.4 million in OPA for the combat
training centers.

Urban training technologies

The budget request included $94.9 million in Other Procurement,
Army (OPA) for training range instrumentation and modernization.
The committee notes that the Army’s readiness and rotation train-
ing strategies call for units to accomplish more of their mission
training and rehearsals at their local training areas and facilities.
The Army is using several technologies to increase the flexibility
and value of local training ranges and facilities including the
Deployable Range Package, the Homestation Instrumentation Sys-
tem, and the Integrated Military Operations in Urbanized Terrain
Training System. The committee recommends an increase of $24.8
million in OPA to accelerate the procurement of these training sys-
tems and for the instrumentation of a regional urban operations
training center.

The committee understands that the Army’s Force Generation
model (ARFORGEN) depends heavily on increasing the readiness
of reserve units prior to mobilization. To accomplish this, in part,
the Army plans to consolidate equipment at regional training facili-
ties where units rotate through weapons and maneuver qualifica-
tion then return to their home stations.

The committee is concerned that the Army has not developed a
comprehensive modernization plan for local and regional training
installations, such as Camp Atterbury, Fort Pickett, Camp
Blanding, Camp Shelby, Fort McCoy, and many others necessary
to support its reserve component ARFORGEN concept. The com-
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mittee directs the Army to provide the defense committees with its
regional training facilities modernization plan—including identi-
fication of installations, projected training demand, facilities mod-
ernization requirements, priorities, costs, and schedules, by Janu-
ary 31, 2008.

Laser collective combat training system

The budget request included $201.4 million in Other Procure-
ment, Army (OPA) but did not include funds for the Laser Collec-
tive Combat Training System (LCCATS). This is a laser-based
marksmanship training system currently in use by National Guard
units for urban operations, reflexive fire training, close quarters
marksmanship, and small unit maneuver drills. The committee rec-
ommends an increase of $10.0 million for the laser collective com-
bat training system for the procurement and fielding of 250 addi-
tional systems.

Call for fire trainer

The budget request included $4.1 million in Other Procurement,
Army (OPA) for the Call For Fire Trainer (CFFT), but included no
funds for the conclusion of the Joint Fires and Effects Trainer Sys-
tem (JFETS) demonstration project. JFETS is a next generation,
virtual reality call for fire training simulation. The committee rec-
ommends an increase of $5.0 million in OPA to complete this dem-
onstration project.

Subtitle C—Navy Programs



66

L¥8ZS I
S60°vLL-
918'856 yx4
2£0°08
€2e'98-
£9/'605 8l
G.¥'81S 0c
069002
o12'68-
118'198'L 74
865611
¥95'CLL L 9
Li8'op
[ovs'ciz]
$28'GS-
£15'928' 9¢ ovs'cLL (47
L1118
£65'6¢-
€0€'20¢'} 8l
910'c
1565 LIV L519)
pazuoyiny abueq)
ajeuag sjeuss

18251
S60'viL-
918'856
££0°'08
€22'98-
£92'605
S/v'81S
069'00¢
912'68-
118'1¥8°1
865611
P9S2LL'L
L18'9y

$28'GG-
€/6'CL1'C
LILLS
€65'6¢-
€0€'20€'L
910'¢

}soD

PXA

8l
0c

114

ve

8l

L&)

jsenbay
800Z Ad

juswainsold - | apiL

(spuesnoy] ui siejjoq)

(AD) INIWIHND0Hd IONVAQY HOS-HW
(Ad) LNIWIHNDOUd FONVAQY :SSTT

H09-HW

(AD) LN3WIHNOOYd 3ONVAQY SO09-HIN
(Ad) LNIWIHND0Yd IONVAQY :SS31

(dAW) S09-HW

ZL-HV/AL-HN

(AD) INIWIHNOOH FONVAQY ZZ-A
(Ad) INIWIHUND0Ud FONVAQY :SS31

(1457 WNIG3W) 22-A

(AD) ININIHUNDOUd IONVAQY 4ST

YILHOI4 INIYLS INIOP

(AD) INTFWIFHNDO0Yd FONVAQY d/381-v/d
AX 2|1 Wolj 1ajsuel |
(Ad) LNIWIHNOOUd IONVAQY :SSTT

(dAW) LINYOH (43LHODIL) 4/381-v/d

(AD) INTFWIHNO0Hd FONVAQY 981-V3
(Ad) INIWIHNO0YD IONVAQY :SSI1

981-v3

(dAW) ¥IIHYYH(IOLS/A) 88-AY

Jeldlly jequiod

AaeN quawiaind0.d Yeaodry

3piL weiboig

142
€l
€l
4
128
Ll
Ol

~ NN T 0 O~ 0D

@
£
|



67

[o00°2] jJuawdinba SuolEIIUNWWOS 9p-H apeibdn

szl've 000 et %4 S3HIAS 9-H

€88'LvY €88°Lyy S3H3AS 814

£25'c €25 AYVSH3IAaQvY

6¥5'.€ 6vS°L€ SIS 8-AV

z09'0¢ 209°'0¢ S3H3S 9vV3

}eidlly jo uoljedyipoy

14vdOdIV 1d0ddNS ¥3HL10

189'2¢€ € 189'L¢ € AVNIA

S-d4

006'€E 006'cE (AD) INIWIHUND0Ud FONVAQY rO€L-OM
£55'sH- €65'6Gh- (Ad) LINTWIHNOOUd IONVAQY :SST

960'892 v 960892 L4 FOEL-OM

yesdlly J13yjo

zL2's6e 144 zLe'see 144 Sivdr

€25'ce €25°2¢ M¥MVYHSO9 (M3NIVHL) S1St-L

yelolly Jaules|

VOO

Hesdlly Yy

§12'1G G/2'1S (AD) LNIW3HN20Ud JONVAQY J2-3

(Ad) INIWIHNOOHd IONVAQY 'S8T
(dAW) SATIMVYH (ONINYVYM ATHVYI) 0Z-3

3$035 RO 509 BD 3503 "o spIL weiboig
pazuoyny abuey) jsenbay
sjeuas Sjeuss 800C Ad

(spuesnoy] ui sie||oq)
juswiainiooid - | 9L

0| ©
. -

-



68

68¢€'8
2.8'6
vSv'ze
16126
L0L'E)
£28'6S
G8L'9zZl
£06'02
159
8021
ozv'ze
l22'02
19011
olv
[006'8]
€9V’ 122 006'8
298'op
68Y'0
609'85
(006'2]
Sv0'LS 006'2
yov'L

350D "D 1505 L5150
pazuoyny abueys
S EVEL ajeuas

68¢€'8
Ti8'6
ySy'2e
1G61°18
202'€L
€28'GS
S81°9Z1
€06'02
1G9
80Z'tL
ozy'ze
lzz'oe
Ly0'LL
oLy

€96'292
298’9y
68Y'9
609'8S

Svl'ey
Yov'L

1565

o

jsenbay
8002 Ad

SAOW LJOddNS 3417 NOLLVIAY
S3A1IY3S S1vdr
SIONVHO INV1d ¥3MOd
S3H3IS S-1L
14vdOdIV 1L03roydd 1vi03dsS
S3AIY3S SY3LdOOIT3H 3AILND3IXT
SIS 9-3
SAIYIS OV LIOdSNYHEL/0DHVYD
OSM3d
S3¥3AS 0€L-0
ve-0
S31Y3S O/V YANIVHL
S31¥3s Z2-3
SANIS €S
ainjoid |eoijoe)} Og-d pajebayul Joy Juswdinbg
S3IY3aS €-d
S31Y3S €-d3
S3IK3S -H
S31Y3S 09-HS
Buuoyuow yyeay soiysoubeip [eoiueydaw pajeibajuj
S31Y3S €5H
S3IY3AS ML-HVY

3pIL weiboig

(spuesnoy] ui siejjoq)

juswiaInoold - | 3L

6v
214
FA 4
14
14
144
1914
fa4
154
oy
6¢
8¢
JA>
9€

Se
ve
£e
[A%

8 85
-



69

L01'siv'el ove'lzL

6LLL
GLE'8S
0€£9'02
69€'G9
zie'ol
G6L'0LY

1608511

1./€'89
€82'01
ysr'9
S8.'8pl
v11'69

3569 L51V)

pazuouyny
jeuss

165 8O
abuey)
ajeuas

292°Ly1'T)L

612'L
S1E'8S
0€9'02
69€'59
zig'ol
S6L'0LY

1508511

11€'89
€82°01
¥St'o
58/2'sbl
v11'G9

3503 L51V)
jsenbay

8002 Ad
(spuesnoy] ui siefjoQq)

juswiainoodd - | apiL

S|ISSIN JO uonedtpoN
sejissI Jnslijeg
AAeN ‘yuawaindoad suodeapp

AABN “JUBWIAIND0Id YeJdlly - [eJoL

SLININLSAray LNNOJIJVY A3TT3ONVYO
aNn4d INJwoanr

NOILVYLHOdSNYHL NOILYNILS3A 1Syid
INJNINDIT 1HO0ddNS VIO3dS
SIADHVYHO NOILONAOYd ¥3IHLO
STTGYWNSNOD dVM

S3ILLIIDOVL TIVIHLSNANI 1L3VYOdIvY
INIWDINDI ANNOYO NOWNOD
saplioe4 pue juswdinbg poddng yeiosy
S1¥Vd HIVd3d ANV S3HVdS

sued Jieday pue saseds yesouy
A3HdSO (140V HOL0Y/111L) 22-A
SW3LSAS Al

WILSAS NOJVIM JAISNI4IT NOWNOD
SIONVHOI SOINOIAY NOWINOD
LNININO3 WO3 NOWWOD

N1 Weiboid

€9
28
19
09
65
85
1S
9S

SS
1]

]
29

O
» [Te el

o
=
3



70

Z0E' LY

G/T'e8 S8

6.2'6

LLE'99

gcl'sy 6EY

ovs'6L 06

£99'651L SL

vZe'LEL (k47

168'YS <

0928 6.

G0'€8€ ¥6€

g8p's

108'160'L 43

3503 [51V)
paziiogny

ajeusas

[000'9¢-]
000'9¢-

1565

abuey)
sjeuss

Ko

20€'LY
§/2'c8

6.2'6
11€'99
9EL'GY
ovs'6L
£99'651
vzeLeL
L68'PS
o9v'L8

G0'e8¢

98P'e

108°280°L

1505

G8

6eY
06
SL

Y44
y8l
6.

¥6¢

[4°

Loy]

jsonbay

800Z Ad
(spuesnoy] ui siefjoq)

jusawainooud - | APIL

SAOW SATNSSIN QUVANVYLS

SAOW WAVH

WSS3

S9|ISSIN JO UOREINIPOW

140ddNS FUSSIN Y3IHLO

SAO0D3A ANV S3ANOYHA

S130YVL vIid3vY

JHI4T3H

NVY

FUSSIN AUVANYLS

HI-WVIS

MOSsr

H3AANIM3AIS

NWYVYHANY

So|ISSIN (edonde]

MMVHVYIWOL

sa|iss|y d169jeng

S9JISSIN J3Yl0

SALLITIDVYA IVIYLSNANI INSSIN

sal|ioeq pue juawdinb3g poddng
SUOIJEDYIPOW S|ISSIW JUSPL | |BUOUSAUDD

SAON Il IN3AI¥L

3L weiboid

9
Gl
145



71

€ez'vl

G6E'E

96v'6
616'GE

9ez'e

¥GL'e9

206'c8 €El
85101

€l

169°Ly

ye8'sle

GL9'eE

1509 8O

pazoyqny
ETCVET

[000'0€]

000'0€

}so3
abuey)
ajeuss

L)

€EC'PL

G6E'E

96v'6
616'GE

9€T'e
¥GL'€9
206'c8
851°01
€l
169'Ly

y€8'G12

§/9'¢

}sod

€el

L]

jSanbay

8002 Ad

SNOdVIM ANV SWYV TTVINS
SJUNOJN UNg) pue sung

suodeapp Jay10

NOILVLHOdSNYYL NOILVNILS3A 1SHId

uonepodsuel] uopeunsaqg

140ddNS IONVYYH MSY

AININGINDT LHOddNS OQ3d¥O0L

jswdinbg poddng

ANIN IHNIHLSHOIND

SAOW dvOav O3dyOl 8N

SAOW Od3dyOlL SN

juawdinb3 pajejay pue seopadio] jo pow

S1394V1 MSY

aiss

‘dinb3 paje|ay pue saopadio]

yuawdinb3 pejejay pue saopadio]

LININGINDT LH0ddNS 3ONVYNQHO

jyuawdinbg poddng s8sueupsQ

NO-MOT710d4 WWOD 3117131vSs 13314
uoneziuispow saniioe; Aiojeioge sousijeg Auebayy

SAILAIOVL TVIMLSNANI SNOdVIM
sani|oe pue Juawdinbg poddng

9pIL welbold

(spuesnoy] ui siejoq)
juswaindoldd - | 9l

8Z

Ll

9c
14

¥e

1 %4
[44

02

6l

8l

Ll

o
=
3



72

169'CL
£2€'0¢
€€9'ee
€6V'ELL

GL'L

18¢'8.0'c 000°9-

LYE'PE

65206

995’9
Los'ee

goe's
915'02
vLE'Z8L

3503 Li1v]

pazioqiny
ajeuag

abuey)
Jjeuag

L&)

16921
£2€'0¢

€€9'ee

Srl'L

€67'EL1

NOILINNWINY NNO INIHOVW

SAdAL TV ‘'S1INO0Y INHOaHIY

Wvar

SANOg 3S0ddNd TVY3IN3IO
uonunwwy AAeN

AaeN ‘owwy 501d

sd109 sulep g AABN ‘uolunWIWY JO JUSWBIND0IG

18¢€'v80°¢

LYE'PE

652°06

995'9

AABN ‘JUBWBAINI01d Suodeap\ - |ej0]

S1¥Vd HIVd3d ANV SIHVIS
sped Jieday pue sasedg

SINIWLSNrav LNNOJJV A3T13ONVYD
WILSAS TVIHIVY AINNVIINN TVILOVL SdHOD INIIVIN

18410

SW3ILSAS NOILVYZITYYLNIAN ININ INJOQUIV

195'ee

GoE'8

916°0C
PLEZ8I

1565

L4
jsenbay

800Z Ad
(spuesnoy]_ui siejjoq)

juswiainsoud - | opiL

SNOdV3IM NOILVZINYIGOW H3SINYD

d33NOId

SAOW LNNOW NNO
SNOdV3IM QdVvNO LSYOD
SAQOW SMID

SJUNOR UNK) PUB SUNX) JO LOKEIYIPOW

3pIL weiboig

- N <

L&

9€
S€

ye
€e
4%

0e
6¢

o
=
-l



73

9v8's

019’621

622'c

LvO'LL
GLE'GY
969't2
Lz
619'9Z
vil'y

9vs'8L

SSC'vy
6EC'OE

1505

L)

pazuouiny

EYCIELS

[228'8]
iz8's

[52£'69-]
G/£'69-
[v6t'26]

¥6v'26

-

O

abuey)
EICIELS

o

61

G/E'69

9li'le

62e'c

LO'LL
GLE'SY
969°12
Lz
619'92
vil'y

9v5'8L

SSZ'vy
6EE'0E

1563

i)
jSonbay

8002 Ad
(spuesnoy] ul sie)joQ)

¥3917v0 05°
J9jsuel| 89104 3y} MoLS)
S3dAL TV ‘STOYVHI YVIANIT
S3dAL TV 'WN 29
S3dAL 1TV ‘NN 85'S
Jajsues| 32104 ay} MoiS)
NOILVINIWONY STOHO4 ANNOYO DN
Jajsuel] 82104 8y} MOIJD
NOILINNWAY SWYY TTVINS
uopjunwwy sdio) aunep
OW ‘owwy d01d
NOITTIW 6% NvHL SS3T NOILINNWNY
NOILLITOW3A ANV JINHO310YAd
ONNWY ALEVYd DNIAONY ? SWYVY TIYINS
NOILINNWWY NNO dIHS Y3HL10
NOILINNWIAY NNO Y3917V 3LVIQIWHILNI
NOILINNWIAY NND #S/HONI S
SOLvr
STUNSYIWHILNNOD 318VANIIX3 HIV
S13IND0Y IdvIS3 LIVHOHIVY
S3ADVIA3IA AALVNLIVY LHVD B SIO0AIHLHVYO
SAN04g 301L0vdd

apIL weiboig

juswaInNo0id - | il

74
0c
6l
8l
L

9l

o
=



74

PLE'Y
162'y

y08't
14

8/8'8S
G16'eC
6Z9'9z
8ze'L1
69.'vE
6v0°19
£00'GE
2S9'vy

1565

"o

peziogny

Jjeuss

£81
[196°1]
196}
[022'v]
0LL'y

[vez'zel
vi2'zz
[692'12]
69212

[826'01]
826'01L
[ozs'0p]
ozL'ov
[685'21]
68521
[ez6'c1]
€16'€l

1505
abuey)
3jeuss

L)

6L’y
0€EC

ye
14

$09'9¢e
L'

629'9Z
8ze'LL
Ly8'€Z
62€'0Z
vivLL
629'0€

L)
jsenbay

800Z Ad
(spueshoy] ul sJe)j0Q)

juswainoold - | 9pLL

1505

STVHL3TNON
13jsuel] 39104 By} MOID
S3AdAL 11V ‘3ZNn4
19jsuRI] 90104 BY} MOID
S3dAL 11V ‘SNOILINNW NOILITOW3Q
FTOIHIA ONILHOId AYVYNOILLIdIdX3
Jajsuel} 39104 dY} MOID
SIdAL TIV ‘AYITILYY
J9JSUBI] 80104 BY} MOID
S3dAL TV ‘SLINO0Y
Jajsuel] 89104 3Y} MOID
S3dAL 17V ‘S3IAYNIYD
SAJALTIVINN 6
S3dAL 1V 'WINSZ 10
Jajsuel] 30104 By} MOIS
S3dAL TV ‘WINOZL
Jajsuel] 80104 8Y} MOID
S3dAL TV ‘ANLE
19jSUBL] 82104 BY} MOID
S3dAL 11V ‘WIN09
Jojsuel] 99104 8y} MOIS
S3dAL 11V ‘AN OF

3pI1 weiboig

2%

€€

ce
1€

o€
62
74
Le
9z
74

vZ

€c



75

¥re'262

oLL'zLL'L

90} '€58-
162'6v9'C l
Lov'veL

688'094 ‘€-
8€8'¥98'G b

165926

yaz's

1s0)

L)

paziomny

3jeuag

[000°02t]
0000t

looo'0z-]
000°02-

€LL'991

[es1]

1505

sbueyn
EEIET

Ko

yre'L6T (AD) INFWFUNOOHUd FONVAAQY ONIT3NITH NAD

(Ad) LNFWIHNDOO0Yd JONVAQY :SST1
STNYHYIAO ONI13Nd3H NAD

(Ad) INIWIFHND0Ud IONVAQY :SST1
NOISHIANOD NOSS

01 A4 ut sjeoq g Buipjing Joy Juawaind0id S0UBAPY

01220 (AD) INFWIHNDO0HUd FJONVAQY NSS
901} 'c58- (Ad) INTWIYNO0OYUd FONVAQY :SST1
L62'6¥9'C } INIVYINEGNS SSVI0 VINIOYHIA
Lor'vel (AD) INTFWIFHNOOUd IONVAQY HIIHHVYO
(sass) wajskg asuayaq yes diys 104 Buipuny sseoxy
G88'0vL'e- (Ad) INIWIHUNDO0Yd IONVAQY :SSTT
8€8'¥98'S l NVYHOO0Hd LINSNIOV1dIY H3IHAHVYO
sdiysiem 18430
AAeN ‘uoisiaAuo) pue Buippingdiys
¥8¥'092 auue g AARN ‘UoBIUNWWY JO JUBWIIN20.d - [E30]
NOITIIN §$ NYHL SS31 SNl
$92's NOILVZINYIAOW OWWY
I9jsues ] 99104 8y} Mo1H
3035 L3 3[iL Weiboid
jsanbay
8002 Ad

(spuesnoyl ui siejjoq)
Jjuswaindoid - | 9L

N M < 0 wwor~

9e
SE

o
=
|



76

yIv'LLE")

£06'662-

G28'869'1 1

000'08% b

8,08V

988'051

1€9'208'T

LTy

ge2'ge-

188'222 !

3s03 L5V
pazuoyiny

ajeuas

(zsv'oet]
z8v'0ey-

[000'0¢-]
000'0¢-

1505

abueys
Jjeuss

c-

L&)

(AD) INTWIHNO0Ud JONVAGY VYH1
(Ad) LNIWIHNDO0Hd IONVAQY :SST

yiv'LLE L AINIWIOVId3d YH
(AD) INJWIHND0Ud IONVAQY LL-Qd1

£06'662- (Ad) INIWIUNO0Hd IONVAQY :SSA1
GZ8'869°}) l L4-Qd7
dIHS LINVYSSY SNOIFIHAWY 1-aH1
sdiys snoiqiydwy

weiboid g7 3y} ui Ymosb Js0o 9 shejap Joajjey
28v'0L6 € dIHS LYEWOD TvHOLLIT
WYHO0Yd NOILLYZINYIAOW 9aa

paau Jo peaye papun; s}so9 1n0-asojo weibold
8.0'8L 16-9aa
988°0G1 (AD) INTFWIUNO0YUd IONVAAY 0001-9aa

(Ad) LNIW3HUND0Yd IONVAQY :SST1
1€9'208'2 0001 ©aa
yrL'Zy (AD) INIWIHND0Yd FONVAAY OH3 N8SS

Ggez'se- (Ad) INIWIHNOOUd IONVAQY :SSIT
188'22C 4 OH"3 N8SS

(Ad) INIWIHNO0Ud JONVAQY :SS31
O"3 NSS

3565 L51) 3piI1 weikoid
jsenbay
8002 Ad

(spuesnoy] ui siejoq)
Jusawialndold - | 9L

(174
6!
61
8i
Ll
Ll
9}

St
143

€l
43
Ll
Ll
ol

| [ 2. B R e))

o
£
|



77

€6/'69

£05'6C

89Y'6
069'9

8£9'509'c}

LY

3%}

816'86 S
€06'2¢

Li8'6.€

1503

L)

pazioqny

sjeuag

z8v'0s-

[000'0t~]
000°0%-

-

©

abueyn
EEIELS

Ko

€6.'69

diND3 ONIOVII 8 S3d0ISI¥3d ans

sadooasuag

INIALINDT INJFWHSINITdIH AVMHEIANN
awdinb3 juswysiusjdey Aemispun

1N3NdIND3 NOILVYOIAVYN ¥3H10

£05'6Z

89v'6
0699

0Z1'959'cl

ViV LLS

81586 S
£06°Z€

juswdinb3g uonebireN
INIGINL SVO ML0G NOSITIVY

ANIGYHNL SVYO 005¢-W1
juawdinb3 uoisindoud diys

juawdinb3 poddng sdiys
AAeN ‘Juawainsold 48410

AneN ‘uoisiaAuos pue Buippingdiys - [ejoL

SWYHOO0Ud ONIATINEdIHS Ad 40 NOIL3TdWOD

d31s Ova1
14vd0 30INY3S

sanqejieAe Alsnjjap-1sod 1oy pasu jo $sa9xa ul Buipuny

LI18'6LY

1565

ONILLIHINO

SdIHS JIHdYHOONVY300

3S0dyNd v103dS

$1509) weiboid JA Jold pue Yei) ‘sauelixny

L51v)
jsenbay

8002 A4
(spuesnoy] ul siejjoq)

juawaingodd - | IPIL

3pIL weiboig

9¢
SC
ve

€e
[44
74

o
=
par



78

ov8'9

SYZ'yee
0L9'16€

8zL'9l
896'€
81098l
yr4% 48
S9
608'292
651'9
92004
le8'0v
182'9p1
8L1°1€
612'se
4184
6€L'6
800°0S

1565 [51v)

pazuoyiny
ajeuss

L5 )

abueys
ENIE]S

-
|
[o/

O

ov8'9

SYZ'veL
019°'L6€

8zl'9l
896'€
810'981
LZL'pL
§9
608°292
651°9
9/0'04
Le8'0Y
182'9p)
8LL'LE
612'62
Z61'e
6EL'6
800°05

j500 519)
jSénbay

800Z Ad
(spuesnoy] ui siejjoqg)

juswiainoodd - | dpiL

ININGINDI IOVATVYS ANV ONIAIQ
Buuaauibugy ueasQ

SININOdWOD HOL1IVv3IH

SL1INN Y3IMOd 40L10V3d

juswdinb3 jue|d J0joeay

W3LSAS L30ddNS 3417 ANIKYWENS
SHO10313a0 FHVIdVYM TVIINIHO
NOITIIN §$ NYH1 SS37 SW3Ll
INININDT ONIdITIMSININ

ovOl

NOILVZINYIAOW 90

ININGINDI 4SSA

diN03 LY0ddNS WHO4LY1d JI931VvdlS
S31431Lvd INIHVYWNENS

AININGINDT LH30ddNS SSY1D VINIDYIA
ININAINDT 1HOddNS INIHVINGNS
1ININCINDI T0HYLNOD NOILNTIOd
QYVYOGHOLIMS T0HLNOD ONY ANVYWIWOO
INIWAINDI ONILHOI43Y1d

aon oaa

juswdinbg pseoqdiyg JaUl0

311 weiboig

€c

[44
T4



79

6¢e'¢l LSE'EL SHYAONASNVYYHL ANV STHOLIMS HYNOS
626'v1 62671 ININGINDT 1HO0ddNS FHVIHIVYM VISHIANN
186'61€ 186°61€ SOILSNOJV NSS
£Tr'se 2 £zh'se l W3LSAS LYEWOO MSY JuNS 68-DOUS/NV
[o00'9] S|9ssaA aoepuns AAeN uo Buljiyioeq Jo) Jepel {euolIppY
08¥'0¢ 000'9 08v'vl ¥vavy 86-0dS
sseuosg diys
1¥0ddNS ¥vavy
suepey diys
juawdinbg s21U04399(3 pue suoiedUNWWO)
140ddNS NOILDIGY3LINI ONYa
yoddng uonoipiajui 6nig
[000'59-] weiboid g9 ui Aejap yosyal 0} Buipuny sinpow Jaje(Q

¥2e'Sl 000's9- v2€'08 S3TNAON ST
1oL‘oL loL‘oL SNOILVHILTY ¥VITONN
ypoddng diys Ja4y10
GEE'05 GEE'05 Adl SI0HO0L ONILVHIJO
juawdinb3 pue sainijioe4 UOINPOId
6€C'6 6€C°6 ININJIND3 ONINIVHL SdIHS ¥3H10
awdinbg Bujuiesg
9¢z'0¢ 9€Z'0e S1v0Od QYVANVYLS
sjeog |lews

1565 Ao §s0d 8D 3s05 519} ap11 weiboig

pezuoyIny abuey) jsenbay
ajeuas ajeussg 800Z Ad

(spuesnoy] ul sigjjoq)
Jjuswiaindoldd - | 9311

S€
ve
ce
(4%
1€

0¢

6Z

82

LZ

74

74

ve



80

6192
'L
66€'8Y
L98'c
£68'L¢
061'€9
295'92

G10'G01L

G/E'LS

£06'62

€L1'L

p8y'olL

S¥2'09

v26'c 44
65691

3s03 515}

paziioypny
EYEETY

1505

sbueys
Jjeuas

Lo

6192
'L
66€'8y
198°c
€58'/2
061'€9
295'9¢

51060

GLE'LS

£06'62

€L
¥8v'oL
SpL'09
¥26'C
GG6'91

1565

l

(44

1o
jSenbay
8002 Ad

(30VdS) SHIAIFOTYH SAO HVYISAVYN

WOW H3LVYM MOTIVHS

ININIOV1d3H WILSAS ONIdAIIMSININ
s1aLy

IN3LSAS LHOddNS ANVIWNOD TVIILOVL TVAVYN
IN3NdIND3 W-SO09

ALITEYdYO LINIWIOVONT FAILVHIJ00D
W3LSAS V1va TvIILOVL AAYN

awdinbg suos09(3 diys Jayio

20dd LNJNdINDI L1H0ddNS INIIVYWENS
juawdinb3 asue||IdsAINg auewqng
1107dX3 MI Q4v08dIHS

awdinb3g asuessieuuos9y

SWILSAS FHVIHVYM NOILVWHONI
Ce-OISINY

wuawdinb3 aJeyepp 21u0N0913

H3LINID LH0ddNS TvIILOVL

SSV.1dNsS

W3LSAS FONVITIIAYNS a3axXid

aiss

WILSAS HVAHIVM O1LSNOJV INIYVNENS
awdinbg 21u01393|3 MSY

a1 weiboid

(spuesnoy] ui siefjoQ)
Juswaindodd - | 9L

29
(8
0S
6%
14
FA4
14
14

144
1914
ta4
oy
6¢
8€

L€
9€

o
c
3



81

£va'oy
9.v'6
99v'y
Tvo'L
S02'0l
€16'€9
£86'€

6596’8
G862

¥8€'6
Ge6'2
Lee'se
€ov'8L
612'L
ooi'oz

{574 VA%

166'€
AT

1505

"5

pazmoyIny

Jjeuss

1505

abueys
gjeuas

LS

£v8'op
9/¥'6
Q'Y
Tro'L
S0zZ'0L
€16'€9
€86'¢

656'8
GEB'6C

¥8€'6
S€6°2
ree'se
cov'slL
6LL'2
00102

ezr'LL

166'€
4°7A 4

1565

510
jSenbay
800Z Ad

NOITIW S$ NVYHL SS31SW3L
NOILVLINIWNYELSNI TOYLINOD INT
ALIIDVYH LS31 NILSAS LvANOD D3LNI
313d9

oviavd

SWILSAS FOVIENS ANNOYUD AHIDYWI NOWWOD
JGOWVIILOVL LANIJNIND3 W-SO09
INOD ANV ANVYWWOD LNIOf 318VAO1d3a
juawdinb3 21u04398|3 310yS JBYI0
(SANVLISAS ONINNY1d NOISSIN O/v OVL
SN3LSAS Al

ov4SOv4d

W3LSAS ONIANY1 IAVMOHOIN
ANINJIND3 1H0ddNS NOILVLS HIV
INFLSAS IOVdS HIV TVYNOILVYN

W3LSAS ONIANV1 H3ARHEVYD JILVYWOLNY
TOYLNOD J1d4vd L HIY QHvO8diHS
STVOLYW

awdinb3 21u0.)93]3 uoHeIAY
INIWAINDT ONINIVYL ¥3HLO

juswdinbg Buutes)

diND3 LH0ddNS WHO4LY1d J1931LVvdLS
AL ANV 0OlQvyd S33404 QINYV

3] weiboig

(spuesnoy] ui siejjoq)
Jusawiaindodd - | 93l L

L
1L
04
69
89
19
99
S99

€9
a9

09
65
86
LS
95

1]

L£°]

glg;
-



82

862'22

290'9

b

609°'201

2L9°0

6211
€V9'C

l

119'vL

165'98

691L'Y

€62'0¢
898°10¢

581

3soD

1o

pazuoyiny

gjeuas

¥

SO

o}

abueys
ECITETS

Lo

862'22
290'91L
609°20L
T.9'01

6L1°L
£V9'C
119'v2
16508
691y
€62'0¢
898°'10¢

S8l

1s0D

L)

jsenbay
8002 Ad

(spuesnoy] ui siejjoQ)

140ddNS NOILLJIQY3LNI ONYA ¥3H1O
poddng uonapiajul bnig

IN3INGIND3A aYVNO LSVOD

poddng 21u04399|3 43410

dIND3 SNOILYIJINNWWOD D190701dA¥D
wswdinb3 2160j03du)

(dSSI) WYHO0Yd ALIMNOIS SWILSAS O4NI
juawdinb3 aydesboydhin
SNOILVIINNWWOD 3HOHS TVAVYN
SOINaar

SIW31SAS H3IMOd TvIId10313
ININGIND3I SNOILYOINNWWOD SOr
SUONIEDIUNWIWOYD 8JOYS

SIW3LSAS SNOILYIINNWWOD 3LIT3LVYS
suonesIuUNWWOo?) 3jij|8es

ININGINDI NOILLYOINNWIWOO INIHVINENS
1H0ddNS 1SvyOavoda INIYVINGNS

WS$ ¥3ANN SW3LI SNOILYOINNWNOD
NOILYWOLNY SNOILLYOINNWWOJ dIHS
SOIavy 3718v.1d0d

SNOLLYJINNWWOD TvIILOVL QUVOLddIHS
suofjesiunwiwo) pieoqdiys

a1 weibold

JUdWIAINJ0Id - | APIL

L8

98

S8

V8

€8
28
18
08

6.

8.
1L
9.
S/
v
€L

o
c
o



83

296'G
z8c't

8€9'LL
LI81E
9e5'6.
0SL'Th
£0S'1

8ve'zlL
£98'8€
168'CL
182’

G61'99

£.€'28

1505

Ko

poziomny

EEE

[000'8]

000'8

[oo0's1)

000Gl

}503
abuey)
ajeuss

L)

296'G
T8€'L

8e9'Ll
1i8'lE
9€5'6L
osL'zL
L0S')

8ve'cl
£98'8€
16821
182'8

GS1'8S

€2€'19

P
O

516}
jSonbay
800Z A4

INININDI LHOddNS NOOdHYH
juswdinbg waysAg ajissyy diys
INININDI TOHLNOD 3HId NNO
W3LSAS TOHLNOD S3YI4 TYAVYN
jawdinbg waysAg ung diys
wswdinb3z poddng asueupiQ
LN3IWAIND3 LHOddNS NOILVIAY ¥3IHLO
ININGINDA YVOLdIHS I XN SAAVT
STHNSYIWHILNNOD INIWN INYOGHIV
140ddNS 3417 NOILVIAY
IN3INDINOA JIHAVYOOLOHd ¥3H10
1NINDINDT 1YIID0TOHOILIN
INININDI AYIAOIIY ¥ HONNVT LAVHDNUIVY
INININDT ONIWYVIY LAVHOHIV
SAT13139IV AHVNOLLIQ3dX3

(STLW) wayshs Japiwa jealyy jenoads-yny
ININDINDIT LHOddNS FONVY SNOdYIM
wawdinb3g poddng yesouy

ssauipeal g Buiuiely aaoidw) o) Juswainooid [BUOIPPY
S3AdAL 1TV - SAONGONOS
sAonqouosg
judwdinb3z pyoddng uopelay

3P weiboag

(spuesnoy] ui sigjjoQq)
juswiaindoldd - | 9plL

10}

0oL
66

86
16
96
G6
V6
€6
Z6

06

68

88

o
=
3



84

056'6
0Sv'sP

zev'e
zov'se

GE6'8
06v'€
16L'S
S0Z'vHL

816'LEL

ov8'e
996'€S
€8.'¢6
Zra'ie
066'¢
69/'82

180D

o

pazoqIny

Jjeuss

[ooo'9]
000'9

[000}-]
000°c}-

a

(&

abueyn
ETCITETS

L)

056'6
osv'ey

zev'e
z9v'se

GE6'8
06¥'c
164G
S0Z'PLL

816°0G1

ov8's
996'€S
£82'¢6
cra'le
066'€
G9.'82

1500 [51V)
jSonbay

800Z A4
(spuesnoy] ui siejoq)

jusawainoold - | apIL

SAOW IDIAIA ONINIVHL 30V4HNS
Juswainsoid K09ap YYINN

W3ILSAS A0D3A JTISSIN dIHS-ILNY
asueuplQ ajqepuadx3 13430

NOITIW S$ NYHL SS31 SW3 LI

diND3 TvSOdSIA FONYNQHO 3AISOTdX3
wawdinb3 yoddng asueupiQ J3Y10
1INININDT LHOddNS FONVH MSY
1INININD3I 1H0ddNS MSY I0VRINS
ININAIND3 LH0ddNS MSY INIMVYINEBNS

SW3ILSAS T0UINOD LYEGWNOD NSS
juawdinb3 woddng MSY

weiboid a)iSSIW JUSpL | [BUOUSAUOCD
dIND3 SNILSAS JNSSIN J1DTLVHELS
wswdinb3g poddng Wwg4
SW3LSAS HONNVT TVOILY3IA
INTFNGINOT LHOddNS ¥MVYHYWOL
1IN3NIND3 LH0ddNS SI193V
N31LSAS ISN343A 473S dIHS
STAD Wvd
MOHEVYdSYIS OLVN

3pIL weiboig

9L

Sk

vil
€hl

43"
117
ol
60}

801

L0l
901
S0l
12
€01
2ol

o
=
3



85

€97'61

9/6'22
€519

125'G1
LEO'EL

¥0'C
LEE'ET
8LL'G
vEV'S
S8r'8cl
£68'2¢
8v9'LL
26021
6c8
8sy'L

fooo's]
£60'2€ 000's
1565 ko 1805

pazioyIny
Jjeuss

€9v'61

9.5z
€519

125'S1L
LE0'E}

o'
LEE'ET
8LL'S
vEY'S
S8y'sel
£68'c¢
8¥9'/1
1602k
6€8
SS¥'L

€60°2€

D Jsoo

Lo9)

sbuey) jSenbaoy

Qjeuss 800Z Ad
(spuesnoy] ui siejjoqg)

INIWAINDI3 1H0ddNS ONINIVHL

sa21A3Qq Buiures)

juawdinb3 pyoddng puewiwo) pue jdauuosiag

SW3LSAS A1ddNS 3SOdYNd TVIO3dS

NOILVYIHOdSNVYL NOILYNILS3Q 1SHId

ININDINDI LH0ddNS AlddNS ¥3HLO

INIFWINDI ONITANVH STVIY3LVYIN

juswdinb3 poddng Alddng

SATDIHIA ALIENDTS TVYIISAHC

NOITTIW S$ ¥3ANN SW3LI

INIFWNINDI TOYLNOD NOILNTIOd

ANIWAIND3I VHIALVTIOO

1ININJIND3 SNOIGIHANY

S3TOIH3A TVOILOVL

IN3WdIND3 ONILHOIL4 314

dIND3 IONVNIALNIVIA ? NOILONYLSNOD

SHONYL 3SOddNd TVHIANID

SITOIHIAA DONIAHEYD HIONISSVd

awdinbg poddng Buuaauibuz j1A1D
spow a2inap Buluiesy NSS

SAOW 3DIAIA ONINIVYL INIHVYWENS

3L weiboig

juswiaingoid - | 9pLL

zel

lEL
0cl
621
8¢l

L2l
9cl
14
vei
o4
(443
¥4
(4%
6Ll
811

LiL

o
c
|



86

ziv'zey's

29eLL
120'812

[ ]
(]
2.5'6y
99€'/€)
8€6'0¢
966'cl
809't1
[ ]
8ly'e
€86'1
6£5'2Y

1565 L)

pazioqny
ajeuas

-
O

000'ge-

abueyy
ESCIELS

Loy

ziv'oLy's

29e'LlL
120'812

[ 1
[ 1]
z.5'6Y
99¢'/¢)
8€6'0¢
966'Cl
809't1
[ ]
gLy’
€86°L
6£52Y

3505 [5te)
jsanbay

800Z Ad
{spuesnoy] ul siejjoQ)

AAeN uawainsold 18410 - [ejJoL

SWVYHO0Nd A3IdISSYTD

SLHVd HIVdIY ANV STUVIS

sued Jieday pue saiedg

SIN3WLSNragy AINNODJV Q3T13ONVO
Y10

WYHO0Ud TVIO3AdS

SNVHOO™d @31dISSV10

ADOTONHIIL NOLLYINHOAN] 3SIddY3ILINT
ININAINDI ALIHNDIS TVIISAH
INIWAINDI LYOddNS TVANIWNOHIANT
1INININD3 ¥SI¥D

ININGINDI LHOddNS STDHOL ONILVHIJO
SINVHOO0NH a3IdISSVY10

ININGINOI LHO0ddNS TVYIIA3N
INININDI LHOddNS NOILYONa3

IN3INAIND3 LH0ddNS ANVIWWNOOD
juawdinbg poddng puewwo?)

3711 Weiboid

juswaInNooid - | IPIL

666
14"

144}

el
(443
3143
(43
6¢cl
8€l
LEL
9€1
Sel
el
€el

o
c
a



87

vEV'S

g

0s9'0¢€

6.8'002

G68'c

628'Y

l

690'ze

6.E'V

1s0D

1o

paziiouIny
ajeuag

[s59'6€]
G59'6€

(0052011
00S'201

[c11)
eLl
[z81°1]
z81'L

[62¢'}]
62¢€'L
[sz9'112'2]
szo'Lie'e-

§s063 Ko
abuey)
ajeusas

6L2'GL
0S9'0¢

6.£'¢6
G68'c
9Lyl

£88°0¢

0S0't

6z9'L1e'e

}505 O
jSenbay
8002 Ad

19JSUBI| 82104 By} MOIS)
NOITTIA 68 ¥3ANN STIDIH3A LVEWOO ANV SNOdVIM
WILSAS LINI0H AYITIILHY ALINIGOW HOIH

19JSUBL)_ 90104 U} MOID
Y3IZLIMOH @IMOL LHOIIMLHOIT WSS L

W3LSAS 1HO0ddNS 3dId AYVYNOILIQ3dX3
suodeapn JaYj0O pue A1y

J9JSUBI] 90104 BY} MOIS)

SINIWNIONVHNI HIMOdIHIH LVIN
Jajsuel) 82104 8y} MoIS)

did AV1

(AD) INTWIFHNO0Ud IONVAQY A43
(Ad) INIWIFHNDOYd IONVAQY :SST1

ATOIHIA DNILHDIZ AYVYNOILIQ3dX3
Jojsuel) 99104 Sy} MOIS)

dld \VIAVY
19JSUBL] 92104 By} MOID

NOILVINIWONY S30H04 ANNOYD ON

S3|91YaA 1equIOD payoel]

S9|21YaA Jequion pue suodeapn

sdi09 sunep ‘JUBWBIN01d

3pIL Weiboid

(spuesnoy] ul s1ejjoq)
juswaindolid - | 9L

©0

MO MY W0



88

£6'95

199'08

ove'e
886'L

60061

658'v61

GELTL

j50

o]

"o

paziouInY
euss

[os¥' €]
osv'le

[ozo'08]
020'08

{ovz'6]
ovz'e

[G1]

Gl
[oev'061]
0SY'061

[eeL21]
GEL'C)

abuey)
ESTIVETS

£6v'61

¥

8861

¥66'pL

62Zv'y

1s0D

Ko

jsenbay

Jajsuel] 92104 8y} moiS)

Y3IN3D SNOILYYH3dO LINN

SWaysAg |0JJUOD pUB PUBWIWOD

jawdinbg so1u04393]3 pue suonesUNWWo)
Jajsuel] 82104 ay} MoIS)

S11 NOILYOIJIaon

woddng 12y30

W31SAS NOdVIM JANLILTVY MOT AHVLINIWITJNOD
Jajsuel] 80104 3y} MoIS)

NIT3AVE

3ASN343a "IV a3svd ANNOYO

S3|ISSIN papIno

uawdinbg pue sajisSIN papingo

UYM NYHL ¥3HL0 SNOILYY3dO
I9JSuelj 99104 Y} MOIS

NWVYHO0¥d LNIWIONVHNI SNOJVIM
J9Jsuel]| 99104 3y} Mol

S1IM NOILVYOIdIQON

poddng Jay30
J3Jsuel] 99104 dU] MOID

W3ILSAS NOdVIM dVINAON

suodeapp

apiL weiboig

(spuesnoy] ui siejo()

juswainosold - | oLl

6l

8l

Ll

9l

Sl

14

€l

¢l

o
£
'



89

2eo'Le

S12'061

189'99

66€'9

8G1'6e

ZLL'6L

61G'vL

1565

L)

pezoyIny

sjeuag

[¥85'sz]
¥86'6Z

[ys9'velL]
¥59'velL

[210'92)
110'92
[2]

T4

[zez've]
zee've
[evv]
£

[89p'es]
891'eS

150D

abuey)
asjeuss

L)

8EY'lL

19091

¥99°0y

¥.€°9

926'0L

699'81L

16012

1505

L¥i)

jsenbay

(spuesnoy] u siejjoq)

juswaInNooid - | ALl

Jajsuel] 32104 ayj MoIS)

W3LSAS LHOddNS 34

(193-uoN) yuswdinb3z wwoyyjelu|
13JSUBJ] 8210 8y} MOID

SW3LSAS ¥vavd

(193-uoN) Juawdinb3g pue sieday

SWILSAS OIavy TvOIILOVL INIOP
Jajsuel] 90i04 8y} MoJS)

SIW3LSAS 20 SNOILVYH3dO HIV
Jajsuel | 99104 ay) MoID)

(9313’3 WINOD) NOITIN §$ ¥IANN SWALI

(193-UON) wajsAg |0J3U0D pUe puRWWO)D
1ajsuel) 99104 ay} Mol

S1 NOILVYOIZIaAON
1ajsuel] 82104 ay) MoID

W3LSAS 1H0OddNS 1v8aWN0D

(1a1) Hoddng Jayno

SW31SAS 1S31L olny
18jSuBI} 90104 Y} MOIS)

INIJNIND3 1S31 ANV HIVd3d
juawdinb3 3sa) pue Jieday

3L Weiboid

8¢

FXA

74

S¢

ve

€C

(44

0C

o
c
i



90

99e'cl

0204

£6e'2e

Z19'c0l

818'6.1

6.5'L€E

8v2'L6

Prs'ey

pezuoyIny

ajeuag

[cog'e]
€0€'2
[e65'92]
£66'92
[029'811]
0.9'811
[b¥0' 1]
P0'LL
{zv1'22]
vL'ze

[ess'ee]
€66'€E

[152'021]
Is2'ozt

1503

abueyn
ajeuas

Ko

99¢'cl
00°1

06002
61022
8vi'L9
GES'0C

L0L'6L

1668

206'8Z

1505

Loy

jSonboy

(spuesnoy] ui siejjoq)

SINVIHIA 0DHYO TVIDHINNOD
SITOIHIN YIONISSVC TVIOHINWNWOD
SI|JIYSA sApensiulwpy
S3[9IYyaA Hoddng
J9jsuel] 99104 3y} MoIS)
1H40ddNS IHUNLONYLSYHANI 9313 2 WNOD
J9jsuel} 82104 ay} Mol
SWALSAS TOHLNOD ® ONIHOLIMS WNOD
13jsuel] 82104 3y} moi)
SINILSAS Olavy
J9jsuel] 80104 3y} Moo
SW3LSAS 1SOd ANVINWNOO
J9jsuelt @204 3y} MOIS)
SIDHNOSIY ¥3ILNdWOD NOWWOD
(183-uoN) poddng Jay30
J8jSuel] 80J04 8y} MOIS)
ININGIND3I NOISIA LHOIN
(j93-uoN) Juswdinb3g 238|3/wWwWo9 JaYIO
19jsuel| 30104 ay} MOIS)
1INININDI LHO0ddNS 3ONIDITI3LNI

B3PIl weiboig

juawiainodold - | L

A%
9€

se

pe

€€

4>

o€



91

¥90'9

18L'S

£98'9

88E'LYL

289'8¢€

€90'G€

§62'901

G59'081

750

J

L)

paziIomny
3jeuss

[2o¥'2]
zZov'
[+s0'v]
#90'y

[oze'z]
026'C

[see'zy1]
88c' LY}
[089'62]
089'6Z
[oog's)
00€'8

[s60'901]
660°901

[€80'6.1]
€80'6.1

1565
abueyn
ajeuas

LoV

299

JAVAL

200'6

€9/'9Z

099

zi8°)

3503 L54]
jsenbay
800Z Ad

(spuesnoy] ul siejjoQq)

J3jsuel] a2104 3y} MoIS)
INJWJIND3 aINDITXINg
19jSUBl] 92104 3y} MOIS)
1HOSSV dIND3 TOYLNOD TYLNIWNOYIANI
juawdinbg jayjQ pue saauibug
JaJsuel| 92104 Ay} MoID
NOITIIN 6$ NVHL SS31 SW31l
yoddng 18yj0
J9jSuel) 89104 8y} MoIS)
SYITVIL
Jajsuel] 92104 ay} Mol
SYITIVYL TVOILOVL 40 ATIAVS
Jajsuel] 89104 ayj} moiD)
d3d WILSAS IFTOIHIA SOILSIO0T
HIAOW NI LHOIGMLHOIN
Jajsuel| 99104 U} MoID
1IN3IWIOVId3d I1D0IH3A TYOILOVL WNIa3NW
SNOILYOIIAIQONW LHOdSNVYL HOLOW
18jSuBl] 32104 Y} MOIS)

(dAW) AMINWH MONYHL Ly/S
SB|21YaA [e3)de)

311 weiboig

juawaingold - | AL

14

14

144

vey

194

f4a4

oY
6€

o
=
3



92

G8L'6

6vL'cL
982'81
£19'9

06%'SsZ
6EV'CI
88ECI
Liz'ay
66E'CI
1Zv'LL
2585°L1

3569

KO

pazuoyny

ajeuas

[20¢'8]

L0¢'8 8.8

[520°)1%]

G.0'LY ¥20')€

(os0'91]

05091 9£Z'2
€19'9

[eee'zel

£€€'22 51
6EY'2L
88¢'Z1L

[ses i€l

GGS5'1e 959'v|

[9s8'1]

9.8't €26'01

leez'z]

£€Z'L 88L'y

[goc'z1]

59¢'Z) 181°G

jsog Bo s0o

abueyn
sjeuss

6o

jSenbay

8002 Ad
(spuesnoyy ul sie)joQ)

J9jsues] 33104 Y} Mol
ATINY4 ¥3INIVINOD
13JSUBI] 80104 8y} MOIS
S3DIA3A ONINIVHL
J9ysuel] 82104 3y} MoIS)
IN3INGIND3 TvIId3W al3id
Kaadoud jesauan
NOILVLHOdSNvHL NOILYNILS3A 1Sy
J3JSUBI] 32104 Y] MOIS)
diND3A ONITANVH TVIY3LVYIN
(23WD) INIWJINDI YIINIONT F1SON NOSIHHYD
INININD3I ALIFIND3S TVOISAH
wawdinbg Bujjpuey sjenajey
J3jsuel| 82104 8y} MOID)
SW31SAS A03
J3JSUBL} 92104 8Y} MOID
INININD3 130ddNS SNOIGIHAWNY
Jajsuel] a20i04 ay} moi)
31H0SSY LNIWJINDI ¥3IMOd
13jSuel] 82104 8y} MoIS)
SW3LSAS 13N TvOILOVL

311 weiboid

juswainosold - | 9pIL

1S

95

SS

14°]

€5
4

0S

6v

°14

Eln
=



93

150'669°C

¥6LCL

£96'2C

160'€Z

£06'EY
L'

166°L8

1s0)

LH)

pezuoqIny

Jjeuss

000°00¢-

[ssvotl
GS¥'9lL

[z86'12]
28612
[co6'c]
£06'cY

[sov'62]
90v'6.

150H
abuey)
ajeuag

L)

150°666'2 sdio9 suley ‘Juswiainsoid - [ejoL
¥6L'21 S14Vd HIvd3y NV STAUVdS
syed Jieday pue saiedg
19jsuel] 89104 9y} MoID
805'9 NOITH 6 NYHL SS37 SWaLl
SL1IM NOILVOI3Iaon
Hoddng s0y30
13jsuel} 82104 ayj mois)
60L°L NIHOLIM 318YA01d3A didvy
19jsuel] 99104 dY} MOIS
S1vog 390148
zLv'e (ALD HIA TT18VLHODSNVYL ATTYNYILNI 4O ATINVL
Jojsuel} 82104 ayj Mol
685'8 ANINDINDT NOILONYLSNOD 40 ANV
3565 L51v) anIL welboig
jSenbay
8002 Ad

(spuesnoy] ui sie|oq)
juswiaindoldd - | 9|l

9

€9

29

19

09
65



94

Multiyear procurement authority for Virginia class sub-
marine program (sec. 131)

The committee recommends a provision that would authorize the
Secretary of the Navy to enter into a multiyear contract to pur-
chase Virginia class submarines, subject to the Secretary’s pro-
viding a certification that all of the criteria in section 2306b of title
10, United States Code, have been met.

Navy officials have said that contracting for the next set of Vir-
ginia class submarines under a multiyear contract would allow the
Federal Government to achieve roughly 13 percent savings when
compared to acquiring the same submarines using annual con-
tracts.

Budget Items—Navy

H-46 modifications

The budget request included $22.1 million in Aircraft Procure-
ment, Navy (APN, line 29) for modifications of H-46 helicopters,
but included no funding to upgrade H-46 communications equip-
ment. The H-46 helicopter was initially designed for a service life
of 10,000 hours, but that life has been extended twice, and is now
expected to reach more than 15,000 hours before the MV-22 will
replace all of them. Extending this venerable platform has caused
the Marine Corps to experience critical obsolescence and
sustainment issues. The committee recommends an increase of $2.0
million for the procurement of H-46 communications upgrades.

H-53 modifications

The budget request included $48.1 million in Aircraft Procure-
ment, Navy (APN, line 31) for modifications of H-53 helicopters, of
which $2.3 million is for the Integrated Mechanical Diagnostics
Health and Usage Management System (IMDS). Since 2001, the
Marines have been equipping the fleet of H-53 helicopters with the
IMDS, and have procured kits for nearly half of the fleet of 148 hel-
icopters. The systems flying have already provided a significant im-
provement in aircraft readiness rates and ability to maintain the
aircraft to support high tempo operations, while simultaneously im-
proving the accuracy of the fleet health and material status report-
ing. The committee recommends an increase of $2.9 million for the
procurement of additional IMDS systems.

P-3 modifications

The budget request included $262.6 million in Aircraft Procure-
ment, Navy (APN, line 35) for modifications of P-3 aircraft, but in-
cluded no funding for the procurement of integrated tactical picture
(ITP) systems until fiscal year 2009. The P-3 aircraft is the work-
horse of the U.S. Navy, providing a wide array of missions from
conducting anti-submarine warfare to identifying and validating
targets on the ground or on the ocean’s surface, to participating in
humanitarian relief operations. The P-3 aircraft host a wide vari-
ety of sensors, from video to radars, to antennas and communica-
tions, but lack the ability to fuse these inputs into one complete
tactical picture. Because of this need, the Navy developed an ITP
system (the automatic fusion of data), but deferred procurement
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funding for ITP until the fiscal year 2009 budget. The committee
recommends an increase of $8.9 million for the procurement of ITP
systems for P-3 aircraft.

Weapons industrial facilities

The budget request included $3.7 million for various activities at
government-owned, contractor-operated weapons industrial facili-
ties. The committee recommends an increase of $30.0 million to ac-
celerate the facilities restoration program at the Allegany Ballistics
Laboratory.

Ship Self Defense System for carrier replacement program

The budget request included $2,879.2 million in Shipbuilding and
Conversion, Navy (SCN, line 1) for the Carrier Replacement pro-
gram. Within the budget for the CVN-78, the committee notes that
the unit cost for the Ship Self Defense System (SSDS) is 150 per-
cent greater than the similar system procured for the fiscal year
2007 amphibious assault ship, LHA(R). The committee has placed
significant emphasis on the importance of the Navy’s managing
shipbuilding costs in other sections of this report on costs from the
shipbuilding prime contractors. Given the high proportion of ship
costs that accrue from sources other than the prime contractors,
the committee believes that it is equally important for the Navy to
manage the cost for Government-furnished equipment.

The committee recommends a reduction of $20.0 million in SCN
for the SSDS for CVN-78.

Virginia class submarine advance procurement

The budget request included $702.7 million for advance procure-
ment for the Virginia class submarine program. However, the
budget request included no funding for economic order quantity
(EOQ) procurement of long lead material in conjunction with the
fiscal year 2009 multiyear procurement request. The Navy has re-
ported that roughly 13 percent savings will be achieved through
the multiyear procurement for the seven Virginia class submarines
programmed in fiscal years 2009 through 2013. Further, as re-
ported by the Navy and testified by the Chief of Naval Operations
and Secretary of the Navy to the Subcommittee on Seapower, addi-
tional advance procurement for economic order quantity purchases
of long lead material would increase multiyear savings, help sta-
bilize the Nation’s critical submarine industrial base, provide great-
er opportunity to achieve program schedule reductions, and provide
for an efficient transition to build two submarines per year. The
Navy estimates that approximately 14 percent savings can be
achieved on an additional $470.0 million investment in advance
procurement.

The Navy has identified the requirement for a fleet of 313 ships,
including 48 attack submarines. However, the Navy projects that
attack submarine levels will fall as low as 40 boats, and remain
below the 48-boat requirement for more than a decade.

The Navy is now claiming that it will be able to mitigate this
shortage in forces using three techniques:

(1) building the new Virginia class submarines faster by re-
ducing the time between the start of construction to delivery
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from the current level of 86 months for the last boat to deliver
to a level of 60 months;

(2) extending the life of some boats currently in the fleet
from 3 to 24 months; and

(3) increasing the length of deployments.

By using a combination of these measures, the Navy claims that
it will be able to maintain no fewer than 42 boats in the force and
will be able to maintain the current level of commitments to the
comb?tant commanders (roughly 10 boats continuously on deploy-
ment).

The committee commends the Navy for exploring alternatives for
maintaining the current levels of commitment to the combatant
commanders. However, these potential actions are not without
some risk.

Reducing the construction start-to-delivery time would certainly
speed the arrival of new construction boats in the fleet. However,
the committee understands that on the whole SSN-688 class con-
sisting of 62 boats, the contractors were only able to deliver three
boats with a start-to-delivery interval of 60 months or less. The
maximum building time was 86 months and the average for all 62
boats was 72 months.

In addition, extending the length of deployments would help
produce more deployed days for meeting requirements, but the
committee wonders about the price that this could exact. The
Navy’s previous attempts to extend times on deployment (and re-
duce the amount of time spent at home) have resulted in retention
problems. In fact, submarine sailors already spend much more time
deployed on average than the rest of the Navy.

But even if one assumes that these measures are successful, cur-
rent deployments are not sufficient to meet all of the priority na-
tional requirements and less than 60 percent of the combatant
commanders’ overall requirements.

The committee believes that it is essential for the Navy to in-
crease attack submarine production rates as soon as practicable in
order to minimize the risk to our national security posture posed
by the long-term shortfall to the attack submarine force. Therefore,
the committee recommends an increase of $470.0 million for Vir-
ginia class advance procurement, which would support building
two submarines in fiscal year 2010.

DDG-51 program completion costs

The budget request included $78.1 million in Shipbuilding and
Conversion, Navy (SCN, line 13) for DDG-51 program completion
and production shutdown costs. This request is in addition to ap-
proximately $500 million that has been previously appropriated for
these activities. The committee understands the necessity to prop-
erly fund these activities in order to support the efficient and effec-
tive delivery of remaining ships in the program, and to transition
special tooling and program material for in-service support. The
committee notes that the full scope of the program closeout effort
continues to be defined as shipbuilders and vendors plan to transi-
tion from DDG-51 production to DDG-1000 production. Previous
appropriations provide sufficient funding to support program com-
pletion activities through fiscal year 2008, while the Navy com-
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pletes its determination of the scope of requirements for closing out
the DDG-51 program. The committee expects the Navy to refine
estimates for program completion based on the ongoing determina-
tion of requirements, and to include remaining funding require-
ments in the fiscal year 2009 budget request.

The committee recommends a decrease of $30.0 million in SCN
for DDG—51 program completion.

Littoral combat ship

The budget request included $910.5 million in Shipbuilding and
Conversion, Navy (SCN, line 15) for the construction of three Lit-
toral Combat Ships (LCS). The Navy intends this to be a relatively
smaller, more affordable vessel that carries modular payloads. The
Navy concept is that, on one day, an LCS might be configured to
operate as an anti-submarine vessel. However, as a mission needs
to change, it could rapidly change the whole mission payload, with-
in a day or so, and operate in an anti-surface warfare or mine war-
fare mode.

Each of the two prime contractor teams had contracts to build
two ships. The prime contractors have teamed with smaller ship-
yards in both cases in order to keep LCS costs lower than would
b}e1 possible in one of the major yards that normally build Navy
ships.

The first ship (LCS-1) was scheduled to deliver in late 2006. The
Navy is now estimating that the first ship will deliver sometime in
the middle of 2008. The LCS-1 contractor team had barely started
on their second ship (LCS-3) when the program ran into major cost
problems earlier this year. The Navy then issued a stop work order
on LCS-3 in order to reduce expenditures and limit further cost ex-
posure on the program while it separately re-evaluated program
cost estimates.

The Navy entered into negotiations with the LCS-1 team to sign
up to a fixed price contract on the two ships or face outright can-
cellation on the second ship. These negotiations occurred during
this past spring. When the stop work order was nearly ready to ex-
pire, the Navy announced that it and the LCS-1 contractor team
were unable to reach an agreement and that the Navy was termi-
nating the contract for LCS-3 for the convenience of the Govern-
ment. It is too early to precisely estimate the termination costs, but
the Navy has reported that significant funds for LCS-3 are on hold
pending completion of the termination negotiations.

The second contractor team has a contract to build two LCS ves-
sels of another design (LCS-2 and LCS—4). The Navy awarded this
contract later, so LCS-2 is roughly 1 year behind the LCS-1. Un-
fortunately, it appears that this team is experiencing similar cost
problems. The Navy has not issued the same ultimatum to this
contractor team, but has claimed that the Navy will do so if the
cost of LCS—2 continues to grow toward the Navy’s estimate. Mean-
while, the Navy is proceeding with the start of construction on
LCS—4, although it is not clear that the root causes for early cost
growth on LCS-2 have been addressed.

The committee is disappointed that the cost of the lead ship has
more than doubled and the delivery schedule has slipped several
times.
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The committee commends the Secretary of the Navy for exer-
cising oversight and for trying to bring cost and schedule discipline
to this troubled program. The committee is also interested in sup-
porting the Secretary’s efforts to improve the Navy’s acquisition
process. Reviewing this LCS situation will undoubtedly result in a
new set of “lessons learned” that the acquisition community will
dutifully try to implement. However, the committee has previously
expressed concerns about the LCS concept and the LCS acquisition
strategy. The LCS situation may be more a case of “lessons lost.”
Long ago, we knew that we should not rush to sign a construction
contract before we have solidified requirements. We also knew that
the contractors will respond to incentives, and that if the incentives
are focused on maintaining schedules and not on controlling cost,
cost growth on a cost-plus contract should surprise no one. After
the fact, everyone appears ready to agree that the original ship
construction schedule for the lead ship was overly aggressive.

The Navy has said that the capability that this vessel will bring
to the fleet is of the utmost urgency for responding to asymmetric
threats. The committee believes that if the Navy really believed
that the threat were that urgent, it might have taken more near-
term steps to address it. For example, the Navy might not have
cancelled the remote minehunting system (RMS) capability on a
number of the DDG-51 class destroyers, ships that will be avail-
able to the combatant commanders much sooner than LCS. The
Navy might also have taken this modular capability slated for the
LCS and packaged those modules to deploy sooner on ships of op-
portunity. Rather, the Navy is waiting on a shipbuilding program
to deliver that capability (in a useful quantity) at some future date.

The Navy now proposes to use the funds requested in fiscal year
2008 to award contracts for two LCS vessels, rather than the three
originally envisioned. Given the uncertainty about what is hap-
pening with the earlier ships in the program and uncertainties
about the options for an acquisition strategy that will remain avail-
able to the Navy next year, the Navy does not intend to award
these two contracts until late in fiscal year 2008.

In summary:

(1) a high degree of cost uncertainty will continue to over-
shadow the LCS program until the two lead ships execute test
and trials, starting late in 2007.

(2) the Navy’s current estimate is that the approximately
$1.6 billion appropriated for the first six ships will be required
to complete the three ships currently under contract, with sig-
nificant additional funding being held for termination of a
fourth ship.

(3) if the Navy’s estimates are correct, or low, then the Navy
will be engaging in fixed price negotiations with the second
prime contractor for LCS—2 and LCS—4 late in 2007, with the
distinct possibility that LCS—4 would be terminated.

(4) if the Navy’s estimates are high, then sufficient funding
from within previous appropriations should be available for a
newly procured LCS.

(5) the Navy has yet to formulate its acquisition strategy for
the LCS program, however, the challenges inherent to fair
competition between two dissimilar ship designs have become
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significantly more complex in light of the recent termination of
LCS-3 (or potential termination of LCS—4).

(6) the Navy has announced a delay for conducting a pro-
gram downselect decision until 2010, at which time it also
plans to revise the LCS combat system, which raises concerns
regarding the infrastructure and life cycle support costs for the
three or four ships of the LCS variant not selected for “full rate
production.”

(7) program delays have pushed the next notional contract
award until late in fiscal year 2008.

(8) termination negotiations for LCS-3 will likely be pro-
ceeding at the same time the prime contractor is being solicited
for a proposal to build another LCS ship, in which case the ma-
terial procured for LCS-3 would likely revert back to the con-
tractor for this new procurement. The net effect is that the cur-
rent LCS-3 obligations that are fenced for termination costs
would sufficiently cover the contractor’s fiscal year 2008 obliga-
tions for a newly procured LCS.

The committee recommends $480.0 million for LCS in fiscal year
2008, a decrease of $430.5 million. We cannot relive the early days
of the LCS program and remember “lessons learned,” but we have
the opportunity to take positive steps now to right the program.
Before awarding contracts for additional ships in the LCS program,
we need to maintain focus on delivering the most capability pos-
sible for the $1.6 billion invested thus far for six ships. This would
require that we impose accountability for the quality of program es-
timates; halt further changes to program requirements; and ensure
that the contracts provide effective incentives for cost performance.

The Secretary of the Navy has advised the committee that the
Navy’s estimates appear to be quite conservative based on con-
tractor performance over the past quarter, as measured against re-
cently revised baselines. Although further risk is acknowledged,
the Navy has expressed confidence that the program will be able
to improve on the Navy’s worst case estimates and avoid further
termination action. If the Navy and industry are successful in man-
aging costs going forward, this should allow four ships to be deliv-
ered within previously appropriated funds.

The committee notes that the LCS—1 contractor was awarded a
lead ship contract that targeted a significantly lower price and a
significantly more aggressive schedule for starting construction.
The risks inherent in this aggressive schedule were exacerbated by
changes to Navy requirements. These factors may have contributed
to the decision to terminate LCS-3—an outcome referred to as
“winner-loses.” The resultant imbalance between the two competing
shipbuilders jeopardizes the Navy’s ultimate goal for a competitive
downselect in 2010, followed by full and open competition for the
winning LCS variant.

Therefore, the committee directs that funds authorized for a fis-
cal year 2008 LCS ship may only be used when combined with LCS
SCN funds appropriated in prior years, to solicit, on a competitive
basis, bids for two fixed price LCS ship construction contracts, one
for each of the two competing LCS variants. The Secretary of the
Navy may waive this requirement only if: he determines that there
is only one acceptable LCS variant, based on completion of accept-
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ance trials on the two LCS variants; and he notifies the congres-
sional defense committees 30 days before releasing a solicitation
based on that waiver determination.

The committee believes that the history of the LCS acquisition
strategy has been one of documenting decisions, rather than guid-
ing and informing decisions. Therefore, the Secretary of Defense is
directed to submit a report on the approved acquisition strategy for
the LCS program at least 90 days prior to issuing any solicitation
or requests for proposal, but no later than December 1, 2008.

Outfitting and post-delivery

The budget request included $419.8 million in Shipbuilding and
Conversion, Navy (SCN, line 23) for outfitting and post-delivery
funding. Outfitting and post-delivery is a centrally-managed ac-
count for all ship programs funded in the SCN account. Outfitting
and post-delivery requests are made annually based on projected
vessel delivery schedules. The Navy has requested funding in the
fiscal year 2008 budget request for post-delivery purposes in ad-
vance of execution requirements because ship delivery schedules
across multiple programs have been delayed.

The committee recommends a decrease of $40.0 million in SCN
for outfitting and post-delivery.

LCS modules

The budget request included $80.3 million for assembling and
outfitting Littoral Combat Ships (LCS) mission modules. The Navy
intends the LCS to be a relatively smaller vessel that carries mod-
ular payloads. The Navy concept is that, using these mission mod-
ules, an LCS might be configured to operate as an anti-submarine
vessel on one day. On the next day, the Navy might change the
whole mission payload and operate the LCS in an anti-surface war-
fare mode.

As described elsewhere in this report, the LCS program has run
into serious problems. The committee sees no particular reason to
acquire mission modules at the pace planned by the Navy, since
there have been significant delays in the ship program. The com-
mittee recommends a decrease of $65.0 million for LCS modules.

SPQ-9B radar

The budget request included $14.5 million for procurement of
SPQ-9B radar equipment. The SPQ-9B radar provides surface
ships with a gunfire control radar that also enhances ship self-
defense capabilities. The Navy plans to buy another SPQ-9B in fis-
cal year 2010. The committee believes that the Navy could achieve
more efficient production by combining the procurement of the two
buys. Therefore, the committee recommends an increase of $6.0
million to procure an additional SPQ-9B radar.

Sonobuoys

The budget request included $67.4 million in Other Procurement,
Navy (OPN, line 88) for sonobuoy procurement. The Navy’s current
sonobuoy inventory and planned procurement for fiscal year 2008
fall short of the Navy’s Non-Nuclear Ordnance Requirement
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(NNOR), which was established to support the National Military
Strategy plus annual training requirements.

Anti-submarine warfare (ASW) continues to be a core mission of
the United States Navy. Our naval force could face modern, highly
capable submarines operating in littoral waters where acoustic con-
ditions are poor and sonobuoy expenditures could greatly exceed
projections.

The committee recommends an increase of $15.0 million for sono-
buoy procurement to improve training and readiness.

Weapons range support equipment

The budget request included $58.2 million in Other Procurement,
Navy (OPN, line 89) for the procurement of equipment to imple-
ment the Navy fleet training range instrumentation training plan,
but included no funding for the continued procurement of the
multi-spectral threat emitter system (MTES).

The proliferation of lethal surface-to-air missiles and anti-aircraft
artillery presents a clear threat to the warfighter. Threat emitters
replicate the electronic signatures of these threats on training
ranges. Additional funding would permit the Navy to expand usage
of MTES capabilities to other fleet training ranges. The committee
reconémends an increase of $8.0 million for the procurement of two
MTES.

NULKA anti-ship missile decoy system

The budget request included $42.4 million for anti-ship missile
decoy systems, including $25.5 million for procuring 55 new
NULKA decoys. Procuring additional NULKA decoys would ensure
that fleet installations remain on a reasonable schedule, would
keep production rates above the minimum sustaining level, and
would achieve more reasonable unit production costs. The com-
mittee recommends an increase of $6.0 million for the NULKA pro-
curement program to purchase additional decoys.

Submarine training device modifications

The budget request included $32.1 million to procure submarine
training device modifications. The Navy has critical training re-
quirements to support submarines in the fleet and has been using
performance support systems (PSS) that would enhance training
quality opportunities. The committee understands that the Navy
could expand the development of the oxygen generator and air pu-
rification PSS capabilities to be used to support onboard qualifica-
tions, operation, and maintenance activities for the submarines.
Therefore, the committee recommends an increase of $5.0 million
to expand the use of performance support systems in conducting
submarine training.

Subtitle D—Air Force Programs
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Limitation on retirement of C-130E/H tactical airlift aircraft
(sec. 141)

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 2008.

The committee believes it would be premature to retire 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) and the Force Mix
Study identify the right mix and number of intra-theater airlift as-
sets, and the results of the assessment and the ITLCS and Force
Mix studies have been provided to the congressional defense com-
mittees.

Limitation on retirement of KC-135E aerial refueling air-
craft (sec. 142)

The committee recommends a provision that would prohibit the
Secretary of the Air Force from retiring any KC-135E aircraft dur-
ing fiscal year 2008 unless the Air Force provides the congressional
defense committees with a request to retire KC-135E aircraft dur-
ing fiscal year 2008 in accordance with established procedures
similar to those used for prior approval reprogramming requests.
The Air Force’s number one acquisition priority is to replace its
aged KC-135E fleet of aircraft with a new tanker, the KC-X. Two
contractor teams have submitted offers responding to the KC-X re-
?uest for proposals. The Air Force is currently reviewing those of-
ers.

The committee notes that multiple studies have been conducted,
both by the Air Force and independent groups, on service life and
viability of the KC-135 fleet. These include: (1) “Air Force Fleet Vi-
ability Board, KC-135 Assessment Report,” September 2005; (2)
“Defense Science Board Task Force Report on Aerial Refueling Re-
quirements,” May 2004; (3) “The Tanker Requirement Study 2005”;
(4) “KC-135 Economic Service Life Study (ESLS)”; and (5) “CNA
Summary Analysis of the Material Condition of the KC-135 Aerial
Refueling Fleet,” August 2004.

The committee remains concerned, however, that as rec-
ommended in the “Air Force Fleet Viability Board, KC-135 Assess-
ment Report,” the Air Force has still not done destructive testing
on a KC-135E aircraft. In addition, the Air Force has a history of
retiring aircraft before fielding a replacement, creating its own
shortfall in capabilities. The committee expects that the retirement
of KC-135E aircraft should be informed by the progress made on
the KC—X acquisition strategy and the outcome of the destructive
testing.

Budget Items—Air Force

B-2 bomber

The budget request included $316.1 million for Aircraft Procure-
ment, Air Force (APAF), for the B—2 bomber, of which $270.6 mil-
lion was for radar modernization. The budget request also included
$244.0 million for the B-2 bomber in PE 64240F. The fiscal year
2008 budget requested $45.8 million in war-related funding for
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APAF line 23 for the B-2, of which an additional $10.0 million was
for B-2 radar modernization. The radar modernization program
has experienced a number of problems and is in the process of
being restructured. To address the requirements of the restruc-
tured program the committee recommends a decrease of $38.0 mil-
lion in APAF and an increase of $38.0 million in PE 64240F for the
restructured B—2 bomber radar modernization program. The com-
mittee recommends a further decrease of $10.0 million in APAF
line 23 due to the delay in the radar program and an additional
$14.1 million reduction in the fiscal year 2008 budget request for
war-related funding, which is excess to the restructured program.

B-52 bomber aircraft

The budget request included $18.1 million for the B-52 bomber
in Aircraft Procurement, Air Force (APAF) line 25 for aircraft mod-
ernization, but no funds for the electronic countermeasure improve-
ment (ECMI) program and avionics midlife improvement (AMI)
program. The committee recommends an additional $19.0 million to
ensure that AMI and ECMI capabilities are available for all 76 B—
52 bomber aircraft. The committee urges the Air Force to include
full funding in the fiscal year 2009 budget request to support 76
modernized bomber aircraft with 44 combat coded aircraft.

Large aircraft infrared countermeasures system

The budget request included $73.7 million in Aircraft Procure-
ment, Air Force (APAF, line 47) for procurement of aircraft instal-
lation kits for the large aircraft infrared countermeasures
(LAIRCM) system for various C—130 aircraft. The LAIRCM system
provides protection against man-portable air defense systems
(MANPADS) which are widely available and have been used by ter-
rorists in Operations Enduring Freedom and Iraqi Freedom against
both military and commercial aircraft. Additional funding for
LAIRCM, including funding for nonrecurring engineering and kit
production for Special Operations Command (SOCOM) AC-130 and
MC-130 aircraft, is included on the Chief of Staff of the Air Force’s
unfunded priorities list. The committee recommends an increase of
$14.0 million to accelerate LAIRCM upgrades for the SOCOM C—
130 aircraft.

C-135 global air traffic management

The budget request included $118.6 million in Aircraft Procure-
ment, Air Force (APAF, line 49) for modifications to the C-135 and
KC-135 aircraft, including $103.3 million for the procurement of
Global Air Traffic Management (GATM) modifications. The GATM
modification includes avionics upgrades, wiring interfaces, and as-
sociated preparation activities for added communications, naviga-
tion, and surveillance equipment needed for operations in oceanic
airspace where there are reduced spacing requirements between
aircraft. To accelerate this program, the committee recommends an
increase of $9.0 million for procurement of additional KC-135
GATM modifications.
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Advanced targeting pod

The budget request included $683.1 million in Aircraft Procure-
ment, Air Force (APAF, line 78) for miscellaneous production
charges, including $105.4 million for the procurement of advanced
targeting pods (ATPs). Advanced targeting pods provide targeting
capability for use with precision guided munitions on fighter, bomb-
er, and attack aircraft. The LITENING ATP is currently in use by
both the active and reserve components of the Air Force. The Air
Force Chief of Staff included $22.0 million for additional ATPs in
his unfunded priorities list. The committee recommends an in-
crease of $49.5 million for the procurement of 33 additional
LITENING ATPs.

Joint Air-to-Surface Standoff Missile

The budget request included $201.1 million in Missile Procure-
ment, Air Force (MPAF, line 2) for the Joint Air-to-Surface Stand-
off Missile (JASSM). The committee notes that the JASSM program
has recently suffered a series of four unsuccessful flight tests, cov-
ering the first four production lots. In addition, the Air Force noti-
fied Congress in April that the JASSM program had suffered a
Nunn-McCurdy breach due to cost growth. Press reports quote the
Assistant Secretary of the Air Force for Acquisition as saying the
program is currently under review and termination is one possible
course of action.

The committee recognizes that JASSM was designed to meet a
needed capability. However, increasing production from 163 mis-
siles in fiscal year 2007 to 210 missiles in fiscal year 2008 appears
unwarranted given the program’s current difficulties.

The committee recommends a reduction of $40.0 million in
MPAF for the JASSM.

Advanced Extremely High Frequency satellite

The budget request included $0.7 million in Missile Procurement,
Air Force for the Advanced Extremely High Frequency (AEHF) sat-
ellite. The committee recommends an increase of $125.0 million for
advanced procurement for the fourth AEHF satellite.

The AEHF is a satellite that provides secure, survivable anti-
jam, anti-scintillation communications for tactical and strategic
users. It will provide low, medium, and high data rate capability
to all military services and defense agencies. It is the successor sat-
ellite system to the Milstar system, but provides 10 times more ca-
pacity. The first AEHF launch is on schedule for the third quarter
of fiscal year 2008, with follow launches in 2009 and 2010.

In 2002, the Air Force decided that new technology, particularly
laser communications, would provide greater communications capa-
bility and established the Transformational Satellite Communica-
tions system (TSAT) as a successor to AEHF. Originally the first
TSAT was going to replace the fourth AEHF satellite and launch
in 2012. As a result of schedule, technical, and other issues the
TSAT program has been delayed with a first launch now scheduled
for the first quarter of fiscal year 2016. The fourth AEHF was to
have launched in 2011.

With the slip in TSAT there is a gap in projected communica-
tions capability that is worrisome. General Cartwright, Com-
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mander of United States Strategic Command testified before the
Subcommittee on Strategic Forces that “the constellation of sat-
ellites is critical to us. We cannot afford a gap in that capability.”
The Government Accountability Office (GAO) has recommended a
fourth AEHF as a way to mitigate the risk of the communications
gap.

The committee notes that in the AEHF program, as in several
other space modernization programs, early termination of one pro-
gram in favor of a new, technically complex replacement program
could increase the risk that gaps in capability might arise when
there are delays in the new program. While the committee fully
supports the TSAT program and the significant improvements in
capabilities that it provides, including communications on the
move, the committee believes that it is prudent to procure a fourth
AEHF to mitigate the risk of subsequent delays in TSAT, which
would result in increasingly significant communications gaps.

The committee also directs the Air Force to fund TSAT fully to
minimize any further gaps resulting from future TSAT program
delays. Delays will surely occur for a variety of reasons that are
unknown at this time and the Air Force should avoid deliberate
programmatic delays. The committee is not aware of any satellite
program that launched on the schedule and budget in place 8 years
prior to the first launch.

Joint threat emitter

The budget request included $9.5 million in Other Procurement,
Air Force (OPAF, line 28) for the joint threat emitter (JTE) pro-
gram. This Air Force program provides a state-of-the-art surface-
to-air missile (SAM) threat simulation incorporating commercial
technology into a modular architecture to maximize diverse capa-
bilities and configurations for joint aircrew training. A transport-
able, single reprogrammable unit provides multiple (up to three)
threat presentations, realistic aircraft tracking simulation, and
video feedback debrief functions. JTE is designed to reduce range
operations and maintenance requirements up to 80 percent as com-
pared to previous systems. The committee recommends an increase
of $8.0 million for JTE procurement to allow the Air Force to de-
ploy JTE systems at additional training sites.

Space-Based Infrared Satellite system mission control sta-
tion backup

The budget request included $4.0 million in Other Procurement,
Air Force (OPAF) line 36 for Space-Based Infrared Satellite
(SBIRS) system ground control mobile and fixed site communica-
tions and electronics upgrades. The committee recommends an ad-
ditional $27.6 million for the SBIRS backup mission control ground
station. This additional funding is needed to provide the backup
ground station with capabilities compatible with both the legacy
missile warning satellites and both SBIRS elements. This item is
listed on the Air Force Space Command unfunded priority list.

Self-deploying infrared streamer

The budget request included no funding in Other Procurement,
Air Force (OPAF) for personal safety and rescue equipment items
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less than $5.0 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 $2.5 million for pro-
curement of the self-deploying infrared streamer.
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Budget Items—Defense-wide

Defense Information Systems Network enhancement

The budget request included $48.9 million in Procurement, De-
fense-wide (PDW), line 18 for Defense Information System Network
related procurement. The committee notes that high bandwidth
connectivity provides military users with enhanced capabilities for
data, voice, and video communications. These capabilities enable
military organizations to better support deployed forces and other
Department of Defense activities. The committee recommends an
additional $14.0 million for enhancements to the Defense Informa-
tion System Network, especially to increase network geographic di-
versity and alternative data pathways.

CV-22 procurement

The fiscal year 2008 budget request included $238.6 million in
Procurement Defense-wide (PDW) for Special Operations Command
aviation programs for the CV-22 Special Operations Forces modi-
fications. The Navy has been slow to obligate funds for the aircraft.
Therefore, $8.7 million will not be required in fiscal year 2008 to
fund procurement for the modifications.

The committee recommends a decrease of $8.7 million in PDW
for Special Operations Command aviation programs for the CV-22
Special Operations Forces modifications.

M291 skin decontamination kit

The budget request included $28.6 million in Procurement, De-
fense-wide (PDW) for chemical and biological decontamination
equipment, of which $13.0 million is to procure M291 Skin Decon-
tamination Kits (SDK) for high threat areas. The committee rec-
ommends an increase of $14.0 million in PDW to procure additional
M291 SDKs. The committee notes that decontamination capabili-
ties are not sufficiently robust, and the additional funding would
help to increase the primary personal decontamination system for
U.S. forces, pending approval by the Food and Drug Administration
of the follow-on skin decontamination system.

Collectively protected deployable medical system

The budget request included $38.9 million in Procurement, De-
fense-wide (PDW) for procurement of collective protection equip-
ment to protect U.S. forces from chemical and biological warfare
agents. Of this amount, $3.5 million is for procurement of collec-
tively protected field hospitals, including the Army’s Collectively
Protected Deployable Medical system (CP DEPMEDS). The com-
mittee recommends an increase of $1.5 million for procurement of
an additional Army CP DEPMEDS unit. These systems fill a collec-
tive protection capability requirement to sustain medical operations
in a chemical and biological contaminated environment for 72
hours.

Automatic chemical agent detector and alarm

The budget request included $211.3 million in Procurement, De-
fense-wide (PDW) for contamination avoidance equipment to sup-
port the procurement of chemical and biological detection, warning
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and reporting, and reconnaissance systems, such as the M-22
Automatic Chemical Agent Detector and Alarm (ACADA). The com-
mittee recommends an increase of $20.0 million in PDW to meet
procurement shortfalls in fielding ACADA systems. The committee
notes that a number of Army National Guard units are deployed
in support of military operations, but do not have adequate chem-
ical agent detection and warning equipment. These units must
have the best available equipment for defense against chemical
warfare threats. Additional ACADA procurement will provide this
needed equipment.

Improved chemical agent monitor

The budget request included $211.3 million in Procurement, De-
fense-wide (PDW) for chemical and biological contamination avoid-
ance equipment, but included no funding for the Improved Chem-
ical Agent Monitor (ICAM). The committee recommends an in-
crease of $10.0 million in PDW for procurement of additional ICAM
units, to increase the Army National Guard’s chemical contamina-
tion avoidance capabilities.

The ICAM is a hand-held, soldier operated, post-attack device
that provides a means of quickly detecting the presence of chemical
agent contamination on personnel and equipment. The committee
notes that Army National Guard units do not all possess the capa-
bility to rapidly and effectively detect the presence of chemical
agents. These units must have the best available force protection
equipment to detect the presence of chemical threats.

Joint biological point detection system

The budget request included $211.3 million in Procurement, De-
fense-wide (PDW) for chemical and biological contamination avoid-
ance equipment, including $77.8 million for the Joint Biological
Point Detection system (JBPDS). The JBPDS provides continuous,
rapid, and fully automated collection, detection, and identification
of biological warfare agents. It is configured for a variety of service
operating platforms and environments. The committee recommends
an increase of $4.0 million in PDW for procurement of additional
JBPDS units, which are high-demand, low-density systems.

Items of Special Interest

C-5 Reliability Enhancement Re-engining Program

The 2005 Mobility Capability Study (MCS), submitted with the
fiscal year 2007 President’s budget request, determined that the
Department of Defense requires 292 to 383 large aircraft to meet
the strategic airlift requirements of the National Military Strategy
(NMS). The quantity and mix of aircraft planned for the strategic
airlift fleet reflects: (i) the Department’s tolerance for risk associ-
ated with accomplishing the strategic airlift mission; (ii) the De-
partment’s plan to augment organic airlift assets with commercial
assets to meet peak airlift demands; and (iii) the Department’s de-
termination of the mix and utilization of large aircraft that would
most affordably accomplish the anticipated strategic lift missions.

The MCS concluded that a strategic airlift force of 112 modern-
ized C-5 aircraft plus 180 C-17 aircraft would meet the NMS re-
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quirements with acceptable risk. The 2006 MCS update, submitted
with the fiscal year 2008 President’s budget request, further
verified that the current program plan for 301 strategic airlift air-
craft (111 modernized C-5 aircraft plus 190 C-17 aircraft) would
meet the NMS requirements with acceptable risk.

The modernization plan for C-5 aircraft includes the Reliability
Enhancement Re-engining Program (RERP), which intends to in-
crease reliability significantly and reduce operating costs for the C—
5 fleet. The Air Force’s plan to modernize all 111 remaining C-5
aircraft reflects the unique capability and critical capacity contrib-
uted by the C-5 fleet to the airlift mission, and the affordability
of modernizing C-5 aircraft as compared to procuring new replace-
ment aircraft. The contractor team has completed the RERP modi-
fication on one C-5A and two C-5B aircraft. The Air Force plan is
to complete operational testing on these three aircraft in fiscal year
2009. The fiscal year 2008 President’s budget request included
$253.3 million in procurement funding for the first lot of low rate
initial production RERP aircraft. The program of record would com-
plete the final C—5 RERP in 2021.

The committee is aware that the Department is reviewing C-5
RERP cost performance to determine whether it will incur a Nunn-
McCurdy breach. Since C—5 RERP is a critical element of all force
planning scenarios under consideration, inability by the Depart-
ment to control C—5 RERP cost increases the risk associated with
the U.S. Transportation Command’s ability to meet U.S. objectives
in a national emergency. The committee is concerned by the appar-
ent cost growth on the program and the implications of this cost
growth to airlift capability. The Air Force’s reaction to these poten-
tial cost increases appears to be focused on revisiting the ‘business
case’ for whether to modernize C—5A aircraft or replace them. It is
not clear to the committee whether the Department has formulated
an effective strategy for restoring affordability to the critical pro-
gram.

In view of these concerns, the committee directs the Secretary of
the Air Force to submit a report on C—5 RERP within 30 days of
enactment of this Act. The report shall: provide a current assess-
ment of C—5 RERP qualification testing; estimate projected in-serv-
ice performance of C-5 aircraft with the RERP modification; and
outline the current estimated program costs, the causes for cost
growth, and the Air Force’s strategy to employ lessons learned with
:cihe developmental RERP aircraft to reduce cost risk for RERP pro-

uction.

DDG-51 Arleigh Burke class destroyer modernization pro-
gram

The Secretary of the Navy’s fiscal year 2007 report to Congress
on the long-range plan for construction of naval vessels identified
the requirement to operate 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,
which upgrades the DDG-51 class with key technologies for im-
proved warfighting capability and reduced operating and support
cost, is essential to achieving this 35-year expected service life. The
Navy plans to accomplish the modernization at the approximate
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mid-life point for each ship, commencing with USS Arleigh Burke
(DDG-51) in 2010. As currently programmed, the 62-ship mod-
ernization effort would span approximately 20 years at a cost in ex-
cess of $5.0 billion.

The magnitude of this investment, coupled with the criticality of
the modernization effort to surface combatant mission effective-
ness, warrants a thorough understanding of how the Navy is bal-
ancing requirements for system performance, affordability, sched-
ule, competition, quality of life, industrial base factors (including
consideration of the building yards, other private yards, and the
Navy shipyards), risk, and other priorities in its procurement of the
DDG-51 modernization program. Accordingly, the committee di-
rects the Secretary of the Navy to submit a report to the congres-
sional defense committees, with the fiscal year 2009 budget re-
quest, outlining the alternative acquisition strategies under consid-
eration for the DDG-51 modernization program. The report shall
address the specific factors identified above, the priorities assigned
to these factors, and the methodology the Navy is using to optimize
the DDG-51 modernization program in accordance with its estab-
lished priorities.

MQ-1C Predator/Warrior

The budget request included $45.6 million for development and
$118.5 million for procurement of an extended range/multi-purpose
(ERMP) unmanned aerial vehicle (UAV). This vehicle is a variant
of the Air Force MQ-1 Predator A, with 50 percent greater payload
and other improvements, such as an automatic takeoff and landing
system and a heavy fuel engine. The Air Force has designated the
air vehicle as the MQ-1C, and the Army has named it Warrior.
The budget request also included $278.0 million in procurement for
the MQ-1 Predator for the Air Force.

The Air Force has expressed interest in procuring the Army MQ—
1C. The committee directs that the Air Force attempt to change
over to MQ-1C production on the existing Predator A production
line in fiscal year 2008, if possible. As noted elsewhere in this Re-
port, the MQ-1C’s additional payload will allow the Air Force to
field better signals intelligence payloads.

The committee notes that the Air Force has proposed that it be
designated as the executive agent for medium- and high-altitude
UAVs. The Air Force asserts that an executive agency would pro-
vide efficiencies in acquisition and airspace control, and ensure
interoperability and responsiveness to the joint theater com-
mander. The concern of the Army at this juncture is assuredness
of support to ground forces.

The committee does not believe that a service must build and op-
erate its own systems in order to ensure that it is adequately sup-
ported. Indeed, the mutual dependencies of each of the specialized
military services are clear and numerous. At the same time, the
committee is not naive about how hard it can be at times for one
service to gain adequate and timely support from the others.

The committee agrees that the Air Force has raised a legitimate
issue for the Chairman of the Joint Chiefs of Staff and the Sec-
retary of Defense. However, the committee wants to ensure that all
pertinent aspects of the issue are considered. For example, the Air
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Force emphasizes the benefits of tight integration into the Joint
Force Air Component Command (JFAC) structure, but the Army
stresses tight coupling into the major elements of its ground and
helicopter forces. Another example is the cost savings that the
Army will achieve by using enlisted personnel instead of rated-pilot
officers to fly the MQ-1Cs. It also appears that the Army may have
gained a significantly better Predator than the one the Air Force
planned to continue buying, through a competition that might
never have occurred under an executive agency.

The committee expects a careful study of the issue of executive
agency for UAVs, including different levels of comprehensiveness.
In the meantime, the Office of the Secretary of Defense, the Air
Force, the Marine Corps, the Navy, and the Army should strive to
achieve as much commonality, interoperability, and flexibility as
possible between UAV acquisitions.

Mine resistant ambush protected vehicle reporting require-
ment

The committee directs the Secretary of Defense to submit a re-
port to the congressional defense committees not later than 60 days
after enactment of this Act, and every 60 days thereafter until the
termination of Operation Iraqi Freedom (OIF), setting forth the re-
spective military services’ requirements for all armored tactical and
support vehicles, such as the Mine Resistant Ambush Protected
(MRAP) vehicle, and the extent to which those requirements have
been met. This report shall be submitted as part of the Up-armored
High Mobility Multi-purpose Wheeled Vehicle (HMMWYV) reporting
requirement included in the Emergency Supplemental Appropria-
tions Act for Defense, the Global War on Terror, and Tsunami Re-
lief for Fiscal Year 2005 (Public Law 109-13).

The committee supports the urgency with which the Department
of Defense plans to produce and field the MRAP vehicle. However,
there is concern about how the demands of this new production
program in addition to the current production of HMMWYVs and
other tactical and support armored vehicles, will impact the avail-
ability of raw materials such as suitable steel. Therefore, the com-
mittee directs the Under Secretary of Defense for Acquisition,
Technology, and Logistics to provide the congressional defense com-
mittees not later than January 31, 2008, and annually thereafter
until the termination of OIF, an assessment of the Department’s
ability to acquire suitable steel to meet its armored vehicle produc-
tion requirement.

Navy harbor tugs

Since the mid-1980s, the Navy has been decommissioning its
aging harbor tug (YTB) fleet at its bases around the world and re-
placing the YT'Bs with time-charter contracts with commercial tug
boat companies. Competition among tug boat operators for these
contracts has been intense. The Military Sealift Command (MSC)
has employed contract tug services though the use of performance
specifications, commercial procurement practices, and communica-
tion with the harbor craft industry to ensure our solicitations and
contracts did not impose unnecessary administrative burdens. By
requiring commercial firms to provide fully operational tugs, in-
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cluding logistics, maintenance, and management/crewing support,
the Navy has been able to reassign military personnel previously
operating these Navy tugs.

The Navy’s transition from organic to commercial tug services
holds the promise of achieving additional savings. The committee
encourages the Navy to review the potential for shifting to commer-
cial tug services in areas where the Navy is still operating YTBs.

LPD-17 amphibious transport dock

The budget request for fiscal year 2008 included funding for the
ninth ship of the USS San Antonio (LPD-17) class amphibious ship
program. The Secretary of the Navy’s 2007 report to Congress on
the long-range plan for construction of naval vessels calls for a
“below threshold” expeditionary warfare force. Specifically, the plan
would reduce expeditionary force size, including a reduction in the
LPD-17 class from a total of 12 to 9 ships. The committee is con-
cerned that this plan does not provide the total number of amphib-
ious ships needed to support the Department of the Navy’s two Ma-
rine Expeditionary Brigade lift requirements for forcible entry op-
erations. In testimony before Congress in fiscal years 2005, 2006,
and 2007, Marine Corps leadership stated that a class of 10 LPD-
17 ships was required to meet Marine Corps forcible entry require-
ments, with acceptable risk. The Chief of Naval Operations has
identified procurement of a tenth LPD-17 ship in 2008 as the
Navy’s top unfunded priority.

The committee is aware that construction for a tenth LPD-17
ship would not commence until fiscal year 2009, but delaying pro-
curement beyond 2009 would cause significant cost growth and
jeopardize industrial base stability by introducing production
breaks in the program. Therefore, the committee directs the Sec-
retary of the Navy to submit a report not later than November 1,
2007, that outlines the funding required for a “smart buy” of LPD-
26, maintaining continuous, uninterrupted production at critical
vendors’ and shipbuilders’ facilities.

Procurement requests related to increasing the size of the
Army and the Marine Corps

The fiscal year 2008 budget submitted by the President in Feb-
ruary included “placeholder” line items totaling $4.1 billion in the
Army procurement budget and an additional $2.3 billion in the
Navy and Marine Corps procurement accounts. These amounts
were set aside for increased equipment procurement to support the
proposal in the fiscal year 2008 budget to increase the size of the
Army and the Marine Corps. On April 3, 2007, the Army submitted
a proposed program, project, and activity level allocation of the $4.1
billion in Army funds, together with justification material to sup-
port that proposal. Later in April the Marine Corps made a similar
unofficial request and provided justification material to support
that request. Although neither of these requests were submitted by
the administration as budget amendments, the committee has re-
viewed them and incorporated these proposed allocations in this
legislation where warranted. Reductions in the “placeholder” line
items, and increases proposed by the services in their detailed pro-
posals to allocate those funds, are reflected in the Army procure-
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ment tables and the tables relating to Procurement, Marine Corps
and Procurement of Ammunition, Navy and Marine Corps in this
report. All such reallocations are designated in the table as relating
to “Grow the Force” (GTF).

Shipboard personal locator beacon

In response to the Naval Safety Center’s recommendation to im-
prove safety for sailors operating topside while underway, the com-
mittee has supported increases to the President’s budget request in
fiscal years 2006 and 2007 for the procurement of man overboard
indicator systems for the fleet. The technology incorporated in such
personal locator beacons may potentially provide applications for
improved response to damage control, security alert, or other ship-
board actions requiring accountability for personnel location and
movement. The committee is aware that the Navy is developing
state-of-the-art damage control information management systems
for coordination of shipboard response to casualties. Personal loca-
tor beacon technology could be integrated with this development ef-
fort to provide an automated personnel tracking and monitoring ca-
pability for improved casualty response. The committee believes
that such capability is an intrinsic requirement of the Navy’s over-
arching effort to reduce shipboard manning.

Therefore, the committee directs the Secretary of the Navy to
submit a report to the congressional defense committees with the
fiscal year 2009 President’s budget request that provides the
Navy’s assessment of: (i) the feasibility of developing an automated
personnel location and monitoring system; (ii) the benefits such a
system would provide to shipboard operations and safety; (iii) an
estimate of the cost to develop and integrate such capability; and
(iv) an estimate of the potential reduction to manpower costs or
workload provided by such capability.

Strike fighter gap

The committee is concerned that the Department of Defense
(DOD) has not adequately studied the potential risks associated
with shortages in U.S. strike fighter aircraft over the next decade.
Last year, Navy witnesses testified before the committee about a
potential gap in strike fighters that might develop toward the end
of the next decade, and could reach as high as 50 aircraft. While
the uncertainties of the service life of the current F-18s and the
production schedules for the future F-35 were mentioned then, the
potential gap now under discussion could be as high as 220 Navy
aircraft by the middle of the next decade. The Government Ac-
countability Office (GAO) recently released a study entitled “Tac-
tical Aircraft: DOD Needs a Joint Integrated Investment Strategy,”
that reached several interesting conclusions. The report concluded
that DOD does not have a single, integrated investment plan for
recapitalizing and modernizing its tactical air forces, and without
a joint, integrated investment strategy, it is difficult to evaluate
the efficacy and severity of capability gaps or, alternatively, areas
of redundancy. The GAO report additionally asserts, “[1]looking for-
ward over the next 20 years, the Department’s collective tactical
aircraft recapitalization plans are likely not affordable as currently
planned.”
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Under the Department’s current plans, the DOD would spend, on
average, about $13 billion annually through 2020 developing and
purchasing tactical combat aircraft. Over the long-term, that de-
mand for funding will coincide with increases needed to execute
other major Air Force and Navy acquisitions, including space sys-
tems, cargo aircraft, and surface combatants. In the near-term, it
will coincide with the funding needed to “reset” and replace equip-
ment worn out and lost during operations conducted in Iraq and
Afghanistan.

To better understand the challenges DOD faces as it modernizes
its fleets of tactical combat aircraft, the committee directs the Con-
gressional Budget Office (CBO) to conduct a study of alternative
approaches to structuring and investing in our Nation’s tactical air
forces. The CBO analysis should include alternatives that address
shortfalls in the size and composition of tactical aircraft forces rel-
ative to the services’ current and past stated requirements. CBO
should also develop other alternatives that, while not necessarily
satisfying all current requirements, could require less funding to
execute than the Department’s current plans. Such options should
include, but not be limited to, the potential for unmanned air sys-
tems to bridge part of the looming gap in strike fighter capability.
CBO should provide the committee with a briefing describing in-
{;)erim results by April 2008, and a final report no later than Octo-

er 2008.



