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AUTHORIZING APPROPRIATIONS FOR FISCAL YEAR 2013 FOR MILITARY
ACTIVITIES OF THE DEPARTMENT OF DEFENSE, FOR MILITARY CON-
STRUCTION, AND FOR DEFENSE ACTIVITIES OF THE DEPARTMENT OF
ENERGY, TO PRESCRIBE MILITARY PERSONNEL STRENGTHS FOR SUCH
FISCAL YEAR, AND FOR OTHER PURPOSES

JUNE 4, 2012.—Ordered to be printed

Mr. LEVIN, from the Committee on Armed Services,
submitted the following

REPORT

[To accompany S. 3254]

The Committee on Armed Services reports favorably an original
bill to authorize appropriations for the fiscal year 2013 for military
activities of the Department of Defense, for military construction,
and for defense activities of the Department of Energy, to prescribe
personnel strengths for such fiscal year, and for other purposes,
and recommends that the bill do pass.

PURPOSE OF THE BILL

This bill would:

(1) authorize appropriations for (a) procurement, (b) re-
search, development, test and evaluation, (¢) operation and
maintenance and the revolving and management funds of the
Department of Defense for fiscal year 2013;

(2) authorize the personnel end strengths for each military
active duty component of the Armed Forces for fiscal year
2013;

(3) authorize the personnel end strengths for the Selected
Reserve of each of the reserve components of the Armed Forces
for fiscal year 2013;

(4) impose certain reporting requirements;

(5) impose certain limitations with regard to specific procure-
ment and research, development, test and evaluation actions
and manpower strengths; provide certain additional legislative
authority, and make certain changes to existing law;

(6) authorize appropriations for military construction pro-
grams of the Department of Defense for fiscal year 2013; and
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(7) authorize appropriations for national security programs
of the Department of Energy for fiscal year 2013.

Committee overview

The United States Armed Forces have been involved in armed
conflict for more than 10 years. U.S. forces are drawing down in
Afghanistan and are no longer deployed in Iraq. However, real
threats to our national security remain and our forces are deployed
throughout the globe. Whether engaged in combat in Afghanistan,
tracking down Al Qaeda and associated forces in the Arabian Pe-
ninsula, keeping a watchful eye on Iran or North Korea, delivering
humanitarian assistance to victims of natural disasters at home or
abroad, or training foreign national forces to combat terrorism in
their own countries, the men and women of our armed forces, both
active and reserve, are serving honorably and courageously to pro-
mote and defend our Nation’s interests. They do so often at great
personal risk and significant sacrifice to themselves and their fami-
lies.

The Administration has completed a comprehensive strategic re-
view in the light of current and anticipated threats, and has put
in place a new strategic guidance. The Department of Defense’s
ability to implement that strategic guidance will be in question
should the Administration and Congress fail to reach agreement on
a plan to avoid automatic defense spending reductions scheduled to
take effect in January 2013.

In Afghanistan, the surge force will be withdrawn by the end of
this summer, as Afghan National Security Forces (ANSF) embark
on the third tranche of the transition that will result in the ANSF
having primary responsibility for three-fourths of the Afghan peo-
ple. The transition to Afghan security lead throughout Afghanistan
is on track to be completed by the end of 2014.

To date in this Second Session of the 112th Congress, the Com-
mittee on Armed Services has conducted 32 hearings and formal
briefings on the President’s budget request for fiscal year 2013, the
ongoing conflict in Afghanistan, and related defense matters.

In order to provide a framework for the consideration of these
matters, the committee identified 10 guidelines to guide its work
on the National Defense Authorization Act for Fiscal Year 2013.
These guidelines are:

1. Improve the quality of life of the men and women of the all-
volunteer force (active duty, National Guard, and Reserves) and
their families, as well as Department of Defense civilian personnel,
through fair pay, policies, and benefits, and address the needs of
the wounded, ill, and injured service members and their families.

2. Provide our service men and women with the resources, train-
ing, technology, equipment (especially force protection) and authori-
ties they need to succeed in combat, counterinsurgency, and sta-
bility operations.

3. Enhance the capability of the U.S. Armed Forces to support
the ANSF and Afghan Local Police as the lead responsibility for se-
curity throughout Afghanistan transitions to the ANSF.

4. Address the threats from nuclear weapons and materials by
strengthening nonproliferation programs, maintaining a credible
nuclear deterrent, reducing the size of the nuclear weapons stock-
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pile, and ensuring the safety, security and reliability of the stock-
pile, the delivery systems and the nuclear infrastructure.

5. Improve the ability of the armed forces to counter nontradi-
tional threats, focusing on terrorism, cyber warfare, and the pro-
liferation of weapons of mass destruction and their means of deliv-
ery.

6. Enhance the capability of the security forces of allied and
friendly nations to defeat al Qaeda, its affiliates, and other violent
extremist organizations.

7. Seek to reduce our Nation’s strategic risk by taking action
aimed at restoring, as soon as possible, the readiness of the mili-
tary services to conduct the full range of their assigned missions.

8. Terminate troubled or unnecessary programs and activities,
identify efficiencies, and reduce defense expenditures in light of the
Nation’s budget deficit problems. Ensure the future capability, via-
bility, and fiscal sustainability of the all-volunteer force.

9. Emphasize the reduction of dependency on fossil fuels and
seek greater energy security and independence and pursue afford-
able technological advances in traditional and alternative energy
storage, power systems, operational energy tactical advantages, re-
newable energy production, and more energy efficient ground, air,
and naval systems.

10. Promote aggressive and thorough oversight of the Depart-
ment’s programs and activities to ensure proper stewardship of tax-
payer dollars and compliance with relevant laws and regulations.

Scoring of budgetary effects (sec. 4)

The committee recommends a provision that would require that
the budgetary effects of this Act be determined in accordance with
the procedures established in the Statutory Pay-As-You-Go-Act of
2010 (title I of Public Law 111-139).

Summary of discretionary authorizations and budget impli-
cation

The administration’s budget request for national defense discre-
tionary programs within the jurisdiction of the Senate Committee
on Armed Services for fiscal year 2013 was $631.6 billion. Of this
amount, $525.3 billion was requested for base Department of De-
fense programs, $88.5 billion was requested for overseas contin-
gency operations, and $17.8 billion was requested for national secu-
rity programs in the Department of Energy and the Defense Nu-
clear Facilities Safety Board.

The bill authorizes $631.4 billion in fiscal year 2013, including
$525.8 billion for base Department of Defense programs, $88.2 bil-
lion for overseas contingency operations, and $17.3 billion for na-
tional security programs in the Department of Energy and the De-
fense Nuclear Facilities Safety Board.

The administration’s fiscal year 2013 budget for national defense
also included discretionary programs outside the jurisdiction of the
Senate Committee on Armed Services, discretionary programs that
do not require further authorization, and mandatory programs that
are in current law. When these programs are added to the adminis-
fration’s budget the request for national defense totaled $646.7 bil-
ion.
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The following two tables summarize the direct authorizations
and the equivalent budget authority levels for fiscal year 2013 de-
fense programs. The first table summarizes committee action on
the authorizations within the jurisdiction of this committee. It in-
cludes the authorization for spending from the trust fund of the
Armed Forces Retirement Home which is outside the national de-
fense budget function. The second table summarizes the total budg-
et authority implication for national defense by adding funding for
items that are not within the jurisdiction of this committee or do
not require an annual authorization.

SUMMARY OF NATIONAL DEFENSE AUTHORIZATIONS FOR FISCAL YEAR 2013

(In Thousands of Dollars)

FY 2013 Senate Senate
Request Change Authorized

DISCRETIONARY AUTHORIZATIONS WITHIN THE JURISDICTION OF THE ARMED SERVICES COMMITTEE

Division A: Department of Defense Authorizations

Division A: Base Budget (Titles I, II, 1Il, IV, XIV, XVI)

Title 1: PROCUREMENT

Aircraft Procurement, ArMY ......ooeveeveveeeeeeeeeeeee e 5,853,729 44,000 5,809,729
Missile Procurement, ArmY .......ccoovvevereererereeeseeeseeses e 1,302,689 0 1,302,689
Weapons & Tracked Combat Vehicles, Army .......cccoovevververevcerennes 1,501,706 188,817 1,690,523
Procurement of Ammunition, Army 1,739,706 166,438 1,573,268
Other Procurement, AMY ......coovveieeieieeeieceieesee e 6,326,245 -19,212 6,307,033
Joint Improvised Explosive Device Defeat Fund ..........cccocoeveneeee. 227414 227414 0
Aircraft Procurement, NaVy .......cccooeeveieeeeveeeeceeeeseses e 17,129,296 60,000 17,189,296
Weapons Procurement, NaVy ........cccoveveeeeeveeeeeeesieeeseseese e 3,117,578 7,700 3,125,278
Procurement of Ammunition, Navy & Marine Corps .........cccceoevne... 759,539 100,300 658,739
Shipbuilding & Conversion, Navy .........cccooeveeeeereeereeereeeeeeeeeees 13,579,845 777,679 14,357,524
Other Procurement, NaVY .........ccocoveiveiveiveeeeieisececese e 6,169,378 0 6,169,378
Procurement, Marine COMpS ......c.ovurveecueeeerereeeieeeeeseseee e 1,622,955  —275,200 1,347,755
Aircraft Procurement, Air FOrCE ......covvveveeveeeereeeeeeee e 11,002,999 908,748 10,094,251
Missile Procurement, Air FOICE .......ooovveveerereeeeeieeeeeesee e 5,491,846 0 5,491,846
Procurement of Ammunition, Air FOrCe .......cooovveveverererereiein. 599,194 0 599,194
Other Procurement, Air FOICE ........ooovveveeveeeeeeeeieeeee e 16,720,848 0 16,720,848
Procurement, Defense-Wide 4,187,935 234,400 4,422,335
National Guard and Reserve Equipment .........ccccooooevveveeeveveeennnes 0 0 0
Joint Urgent Operational Needs Fund .........cccooeeveeveieievcerieiennns 99,477 0 99,477
Subtotal, PROCUREMENT ..........cc.coooovmiirricecsceceec e 97,432,319 473,216 96,959,163
Title 11: RESEARCH, DEVELOPMENT, TEST & EVALUATION

RDT&E, AMMY oottt 8,929,415  -425,661 8,503,754
RDT&E, NAVY ..ottt 16,882,877 -8,832 16,874,045
RDT&E, ANl FOICE o.vvoveeceecieieeie et 25,428,046 153,156 25,274,890
RDT&E, Defense-Wide 17,982,161 462,100 18,444,261
Operational Test & Evaluation, Defense .........cccccoeveevereercerereennne. 185,268 4,000 189,268
Subtotal, RESEARCH, DEVELOPMENT, TEST & EVALUATION ........... 69,407,767  -121,549 69,286,218

Title 111: OPERATION AND MAINTENANCE
Operation & Maintenance, Army .. 36,608,592  -145,300 36,463,292
Operation & Maintenance, Navy ........cccccoeeveeerereesreseienenne 41,606,943 -23,000 41,583,943
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SUMMARY OF NATIONAL DEFENSE AUTHORIZATIONS FOR FISCAL YEAR 2013—

Continued
(In Thousands of Dollars)

FY 2013 Senate Senate

Request Change Authorized
Operation & Maintenance, Maring COrps .......ccoevevererereerrereennnn. 5,983,163 0 5,983,163
Operation & Maintenance, Air FOrCe .........cooeevveeevererrrereeeresrennnns 35,435,360 -32,000 35,403,360
Operation & Maintenance, Defense-Wide .......ccccooevreereererernnnne. 31,993,013 39,500 32,032,513
Operation & Maintenance, Army RESEIVE .......ccccoveveverereerrereerenn. 3,162,008 0 3,162,008
Operation & Maintenance, Navy RESEIVE ........ccccooeveveverecreeieeinnn. 1,246,982 0 1,246,982
Operation & Maintenance, Marine Corps ReServe .........cccoeo..... 272,285 0 272,285
Operation & Maintenance, Air Force ReServe .......ccoeveveveeenee. 3,166,482 0 3,166,482
Operation & Maintenance, Army National Guard ...........cccccoouueee.. 7,108,612 0 7,108,612
Operation & Maintenance, Air National Guard 6,015,455 0 6,015,455
Miscellaneous Appropriations ...........coceeevevevevereresesressesesesnnns 2,340,038 0 2,340,038
Subtotal, OPERATION AND MAINTENANCE ..............cccccoovverrrcrnnn. 174,938,933 160,800 174,778,133
Title IV: MILITARY PERSONNEL ............cooooovmieeieeeeceeeee 135,111,799 6,000 135,117,799
Title XIV: OTHER AUTHORIZATIONS
Working Capital Fund, Army ......coeveveieeeeeeeeee e 60,037 0 60,037
Working Capital Fund, Air FOrCE .......coovvveveeeeeeeeeeeeeieecere e 45,452 0 45,452
Working Capital Fund, Defense-Wide 39,135 0 39,135
Working Capital Fund, DECA .......cooemeeeeeeeeeeeeeeeeeeeeeec e 1,371,560 0 1,371,560
National Defense Sealift Fund 608,136 0 608,136
Defense Health Program ..........cocoeveveeeecceeeeceecece e 32,528,718 452,000 32,980,718
Chemical Agents & Munitions Destruction, Defense .......c..cc......... 1,301,786 0 1,301,786
Drug Interdiction & Counter-Drug Activities, Defense ........cco...... 999,363 0 999,363
Office of the Inspector General ..........ccoovevevceeevveeeeee e 273,821 59,100 332,921
Subtotal, OTHER AUTHORIZATIONS ..o 37,228,008 511,100 37,739,108
Title XVIl: COMMISSION ON THE STRUCTURE OF THE AIR FORCE 0 1,400,000 1,400,000
Subtotal, Division A, Base Budget ..............cccccovvvererrrcrenrrcrn. 514,118,886 1,161,535 515,280,421

Division A: Overseas Contingency Operations (0C0) Budget (Title XV)

Title XV—OVERSEAS CONTINGENCY OPERATIONS
PROCUREMENT, 0CO
Aircraft Procurement, Army .......oooovveieeieeeeeeeeeeee e 486,200 —71,000 415,200
Missile Procurement, Army 49,653 0 49,653
Weapons & Tracked Combat Vehicles, Army ......ccccoeveeerecrrrrererenn. 15,422 0 15,422
Procurement of Ammunition, Army ......ooeveveveeeeerceee e 357,493 0 357,493
Other Procurement, AMY ... 2,015,907 33,000 2,048,907
Joint Improvised Explosive Device Defeat Fund ..........cccccvvvevneee 1,675,400 27,414 1,702,814
Aircraft Procurement, Navy ... 164,582 0 164,582
Weapons Procurement, NaVy ........ccccooeiveiveiveieeesisieieseseseseenens 23,500 0 23,500
Procurement of Ammunition, Navy & Marine Corps .........cccceoenee. 285,747 0 285,747
Other Procurement, NaVY .........cccoveeeeceeceereeeeesee e 98,882 0 98,882
Procurement, Maring COIPS ......coovevveveeeveereeeseeseeeeeeesesss e 943,683 0 943,683
Aircraft Procurement, Air FOrCE ......oovvvoveeeeeeeeiceeeeeeeeeeeeeeeeeereeans 305,600 0 305,600
Missile Procurement, Air FOICE .......ccvvvevveceeeecrreeeeceeeeeeeee e 34,350 0 34,350
Procurement of Ammunition, Air FOrCe ........coovveveeererererereren. 116,203 0 116,203
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Other Procurement, Air FOICE .....o.ovocveveceeeeceeeeceeeecee e 2,818,270 0 2,818,270
Procurement, Defense-Wide ..........ccoooveeveereereseeeeeeeeeeee e 196,349 0 196,349
Joint Urgent Operational Needs Fund .........cccoooeveeveiceierceiierennns 100,000 0 100,000
Subtotal, PROCUREMENT, 0CO .............cc.cooovrrvvmrriececeseiene 9,687,241 -10,586 9,676,655
RESEARCH, DEVELOPMENT, TEST & EVALUATION, 0CO
RDT&E, AMMY ettt neas 19,860 0 19,860
RDT&E, NAVY ..ottt 60,119 0 60,119
RDT&E, Air Force 53,150 0 53,150
RDT&E, DEfENSE-WIdE ......cccovvvereereeiesieiisiesiseses s 112,387 0 112,387
Subtotal, RDT&E, 0C0 .............cccoooovvereeeeeeeeee e 245,516 0 245,516
OPERATION AND MAINTENANCE, 0CO
Operation & Maintenance, Army ..........cccooeveeeveererererereeereeseeenns 28,591,441  —240,000 28,351,441
Operation & Maintenance, Navy 5,880,395 0 5,880,395
Operation & Maintenance, Maring COrps .......cooeveverevsrerrereerenns 4,066,340 0 4,066,340
Operation & Maintenance, Air FOrCe ........ccoovviverereeererererenne 9,241,613 0 9,241,613
Operation & Maintenance, Defense-Wide . 7,824,579 0 71,824,579
Operation & Maintenance, Army Reserve 154,537 0 154,537
Operation & Maintenance, Navy RESEIVE ......cccoooveverrereecrerrrrnnes 55,924 0 55,924
Operation & Maintenance, Marine Corps RESErve ..........cccoeuee... 25,471 0 25477
Operation & Maintenance, Air Force RESErve ......cccoeevveveevnne. 120,618 0 120,618
Operation & Maintenance, Army National Guard ..........c.cccceevueee.. 382,448 0 382,448
Operation & Maintenance, Air National Guard ...........cccccoevevnnee. 19,975 0 19,975
Afghanistan Security Forces Fund ........cccoooeveeeieisieieiceieenne 5,749,167 0 5,749,167
Afghanistan Infrastructure Fund ........coooooeveiveereieeeececeeeee 400,000 -50,000 350,000
Subtotal, OPERATION AND MAINTENANCE, 0CO ...............cccco..... 62,512,514  -290,000 62,222,514
MILITARY PERSONNEL, OCO ..o 14,060,094 0 14,060,094
OTHER AUTHORIZATIONS, 0CO
Working Capital Fund, Army ......coooomeeeeeeeeeeeeeeeeee e 42,600 0 42,600
Working Capital Fund, Air FOrCE .......cooovvveveeeereeeeeeereseersieeiene 240,400 0 240,400
Working Capital Fund, Defense-Wide 220,364 0 220,364
Defense Health Program 993,898 0 993,898
Drug Interdiction & Counter-Drug Activities, Defense ........ccc...... 469,025 0 469,025
Office of the Inspector General 10,766 0 10,766
Subtotal, OTHER AUTHORIZATIONS, OCO .............ccoccoovveverrerrree 1,977,053 0 1,977,053
Subtotal, Division A, 0C0 Budget ............ccccooevvivmrvcrrirrrrein. 88,482,418 300,586 88,181,832
Total, Division A 602,601,304 860,949 603,462,253

Division B: Military Construction Authorizations

Division B: Base Budget (Titles XXI—XXVII)
Titles XXI—XXVI: MILITARY CONSTRUCTION
Military Construction, ArmY ......c.coveveeveeveerereeee e 1,923,323 -325,000 1,598,323



7

SUMMARY OF NATIONAL DEFENSE AUTHORIZATIONS FOR FISCAL YEAR 2013—

Continued
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Military Construction, Navy and Marine Corps .......cccccoeveeveveeunee. 1,701,985 53,757 1,648,228
Military Construction, Air FOICe .......coooiveveeereecieeeeieeee e 388,200 —65,657 322,543
Military Construction, Defense-Wide ........cccoovererercercerererein. 3,654,623  -219,500 3,435,123
NATO Security Investment Program .......c..ccooceveveeevcercerererenne 254,163 0 254,163
Military Construction, Army National Guard .........cccccoovereereerennee. 613,799 0 613,799
Military Construction, Air National Guard .........cocoevrrenerscennennes 42,386 0 42,386
Military Construction, Army RESEIVE ......ccceveeveeveerreieieieeieiee 305,846 0 305,846
Military Construction, Navy RESEIVE .......ccccooeoevevrveerrereeererieernes 49,532 0 49,532
Military Construction, Air Force Reserve 10,979 0 10,979
Chemical Demilitarization Construction .........ccccvevevvereeeirererninnns 151,000 0 151,000
Subtotal, MILITARY CONSTRUCTION ..........ccooovvriereeecreeecree. 9,095,836  -663,914 8,431,922
Titles XXI—XXVI: FAMILY HOUSING

Family Housing Construction, Army ........cccccoovrmeeuvereereeereienieenenns 4,641 0 4641
Family Housing 0&M, Army 530,051 0 530,051
Family Housing Construction, Navy and Marine Corps .................. 102,182 0 102,182
Family Housing 0&M, Navy and Marine Corps .........ccoeevruerererenns 378,230 0 378,230
Family Housing Construction, Air Force 83,824 0 83,824
Family Housing O&M, Air FOrCe ......cccoveieiiieereieieieieieseseseians 497,829 0 497,829
Family Housing 0&M, Defense-Wide 52,238 0 52,238
Family Housing Improvement Fund .. 1,786 0 1,786
Subtotal, FAMILY HOUSING ............ccccooovevmeinirereeeeeeeeiene 1,650,781 0 1,650,781
Title XXVII: BRAC

Defense Base Closure Account 1990 ......oooeveveeeeeceeeeeeeeeceeea 349,396 0 349,396
Defense Base Closure Account 2005 ... 126,697 0 126,697
Subtotal, BRAC .............cooooveeeeeeeee e 476,093 0 476,093
Total, DIVISION B ...........oooeeeeeeeeeeeeeee et 11,222,710  -663,914 10,558,796
SUBTOTAL, BASE BUDGET, DIVISIONS A & B ............cccooevvennneee. 525,341,596 497,621 525,839,217
SUBTOTAL, 0CO BUDGET, DIVISION A .......coooveeees 88,482,418 300,586 88,181,832
TOTAL, DEPARTMENT OF DEFENSE (051) .......cccooovververcieicirnnn. 613,824,014 197,035 614,021,049

Division C: Department of Energy National Security Authorizations and Other Authorizations

Division C: (Titles XXXI and XXXII)
Department of Energy Authorization (Title XXXI)
Electricity Delivery and Energy Reliability ...............cccccooovrvnnnnnee. 6,000

Title XXXI: NATIONAL NUCLEAR SECURITY ADMINISTRATION

Weapons Activities et 7,577,341
Defense Nuclear Nonproliferation ...........ccooveeveeceicsesieiceiceieenns 2,458,631
Naval REACLOIS .......coveeveeceeeceeeecee ettt 1,088,635
Office of the Administrator ...........ccccoveveieeeieieeeee e 411,279

Subtotal, NATIONAL NUCLEAR SECURITY ADMINISTRATION ......... 11,535,886

-6,000

25,000
0
37,986
—25,000
37,986

7,602,341
2,458,631
1,126,621
386,279
11,573,872
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Title XXXI: ENVIRONMENTAL AND OTHER DEFENSE ACTIVITIES
Defense Environmental Cleanup .......ccoooveveeveevevevereeieiereeaes 5,472,001  —463,000 5,009,001
Other Defense ACHVITIES ........oceveeveeeeeeeeeeeeeee e 735,702 0 735,702
Subtotal, ENVIRONMENTAL AND OTHER DEFENSE ACTIVITIES ...... 6,207,703 463,000 5,744,703
TOTAL, DEPARTMENT OF ENERGY ............ccccoovrvmieicecrereen. 17,749,589 431,014 17,318,575
Title XXXII: DEFENSE NUCLEAR FACILITIES SAFETY BOARD
Defense Nuclear Facilities Safety Board .........ccccooevviveeereiesienenes 29,415 0 29,415
TOTAL, DEFENSE NUCLEAR FACILITIES SAFETY BOARD ................. 29,415 0 29,415
TOTAL, ATOMIC ENERGY DEFENSE PROGRAMS (053) .................... 17,779,004 431,014 17,347,990
GRAND TOTAL, NATIONAL DEFENSE (050) .........cooonrerrinrrirrennes 631,603,018 233,979 631,369,039
MEMORANDUM: NON-DEFENSE AUTHORIZATIONS
Title XIV—Armed Forces Retirement Home (Function 600) ........... 67,590 0 67,590
MEMORANDUM: TRANSFER AUTHORITIES (NON-ADDS)
Title X—General Transfer Authority (non-add) ........ccoccoverrirrucen. [5,000,000] 0 [5,000,000]
Title XV—Special Transfer Authority (non-add) ........ccccoovrrrrnneee. [4,000,000] 0 [4,000,000]
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NATIONAL DEFENSE BUDGET AUTHORITY IMPLICATION

(In Thousands of Dollars)

FY 2013
Request

Summary, Discretionary Authorizations Within the Jurisdiction of the Armed Services Committee

SUBTOTAL, BASE BUDGET, DIVISIONS A& B ...........ccccceeeeees 525,341,596
SUBTOTAL, 0CO BUDGET, DIVISION A . 88,482,418
TOTAL, DEPARTMENT OF DEFENSE (051) .....coocovorvrrcecenne. 613,824,014
TOTAL, ATOMIC ENERGY DEFENSE PROGRAMS (053) ............... 17,778,004
GRAND TOTAL, NATIONAL DEFENSE (050) ..........cccoovevervurnenns 631,603,018

Senate Senate
Change Authorized
497,621 525,839,217
-300,586 88,181,832
197,035 614,021,049
431,014 17,347,990
-233,979 631,369,039

Base National Defense Discretionary Programs that are Not In the Jurisdiction of the
Armed Services Committee or Do Not Require Additional Authorization

Defense Production Act PUrchases .........ccccoeveveeveerververveveennns 89,189
Indefinite Account: National Science Center, Army ................ 25
Indefinte Account: Disposal Of DOD Real Property ................... 7,855
Indefinite Account: Lease Of DOD Real Property 12,029
Subtotal, Budget Sub-Function 051 ...........c.ccooovvvvveriienne 109,098
Formerly Utilized Sites Remedial Action Program ..................... 104,000
Nuclear Energy ......cooeovevveeereineerecersesninnens 93,000
Subtotal, Budget Sub-Function 053 ... 197,000
Other Discretionary Programs ............... 7,168,000
Subtotal, Budget Sub-Function 054 ..............c..cooovveveieiiinne 1,168,000
Total Defense Discretionary Adjustments (050) ..................... 1,474,098
Budget Authority Implication, National Defense Discretionary

Department of Defense—Military (051) ....ccooveeveevvrcierieicnne 613,933,112
Atomic Energy Defense Activities (053) ....cccovevevcvvcrrcreeeeeireienne 17,976,004
Defense-Related Activities (054) ......coveveveveeerieceeeeeceeene 7,168,000
Total BA Implication, National Defense Discretionary ........... 639,077,116

National Defense Mandatory Programs, Current Law (CBO Estimates)
Concurrent receipt accrual payments to the Military Retire-

ment FUNd ..o 6,849,000
Revolving, trust and other DOD Mandatory .. . 1,100,000
OFfSEtting reCeIPtS .vvvvveeereeiieieeecre e es -1,794,000
Subtotal, Budget Sub-Function 051 .............cc.covvvvirereiine 6,155,000
Energy employees occupational illness compensation pro-

grams and Other ... 1,165,000
Subtotal, Budget Sub-Function 053 ...............ccocovvviiirrennn 1,165,000
Radiation exposure compensation trust fund ........ccccoovevneeee. 57,000
Payment to CIA retirement fund and other ........cccoovevevvenenne 514,000
Subtotal, Budget Sub-Function 054 . 571,000
Total National Defense Mandatory (050) ..........cccccccevvvvrnnene. 1,891,000

Budget Authority Implication, National Defense Discretionary and Mandatory

Department of Defense—Military (051) .. 620,088,112
Atomic Energy Defense Activities (053) ... 19,141,004
Defense-Related Activities (054) 7,739,000
Total BA Implication, National Defense Discretionary and

MaNdatory ..o 646,968,116

89,189
25

7,855
12,029
109,098
104,000
93,000
197,000
7,168,000
7,168,000
1,474,098

197,035
—431,014

614,130,147
17,544,990
7,168,000

-233,979 638,843,137

6,849,000
1,100,000
—1,794,000
6,155,000

1,165,000
1,165,000
57,000
514,000
571,000
7,891,000

197,035
—431,014

620,285,147
18,709,990
7,739,000

-233,979 646,734,137







DIVISION A—DEPARTMENT OF DEFENSE
AUTHORIZATIONS

TITLE I—PROCUREMENT
Subtitle A—Authorization of Appropriations

Authorization of appropriations (sec. 101)

The committee recommends a provision that would authorize ap-
propriations for procurement activities at the levels identified in
section 4101 of division D of this Act.

Subtitle B—Army Programs

Multiyear procurement authority for Army CH-47F heli-
copters (sec. 111)

The committee recommends a provision that would authorize the
Secretary of the Army to enter a multiyear procurement contract
in accordance with section 2306b of title 10, United States Code,
for up to 5 years for Army CH—47F Chinook helicopters.

The committee has taken the position that committing the De-
partment of Defense, Congress, and the taxpayers to multiyear con-
tracts is justified only when the multiyear contract results in sub-
stantial savings that would not be achieved by annual contracts
and meets other statutory criteria. In this case, the Army is pro-
jecting savings for this next multiyear contract, if authorized, to be
just over 10 percent. The committee recommends supporting the re-
quest for multiyear contract authority, but directs the Secretary of
the Army to provide the congressional defense committees with an
annual briefing during the execution of this contract on progress
achieved in meeting or exceeding the projected savings used to jus-
tify granting this authority. This briefing shall accompany the
Army’s annual budget request.

Subtitle C—Navy Programs

Refueling and complex overhaul of the U.S.S. Abraham Lin-
coln (sec. 121)

The committee recommends a provision that would authorize the
Secretary of the Navy to provide funding for the refueling and com-
plex overhaul of the U.S.S. Abraham Lincoln incrementally over a
2-year period.

Ford-class-aircraft-carriers (sec. 122)

The committee recommends a provision that would authorize the
Secretary of the Navy to buy Ford-class aircraft carriers designated

(11)
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CVN-79 and CVN-80 over a 6-year period, rather than over a 5-
year period as currently allowed.

Limitation on availability of amounts for second Ford-class
aircraft carrier (sec. 123)

The committee recommends a provision that would limit fiscal
year 2013 obligations for the Ford-class aircraft carrier program to
50 percent of the amount in the budget, pending submission of a
report by the Secretary of the Navy to the congressional defense
committees setting forth a description of the program management
and cost control measures that will be employed in constructing the
second Ford-class aircraft carrier.

1The Secretary would be required, at a minimum, to describe a
plan to:
(1) maximize planned work in shops and early stages of con-
struction;
(2) sequence construction of structural units to maximize the
effects of lessons learned;
(3) incorporate design changes to improve producibility for
the Ford-class aircraft carriers;
(4) increase the size of erection units to eliminate disruptive
unit breaks and improve unit alignment and fairness;
(5) increase outfitting levels for assembled units before erec-
tion in the dry-dock;
(6) increase overall ship completion levels at each key con-
struction event;
(7) improve facilities in a manner that will lead to improved
productivity; and
(8) ensure the shipbuilder initiates plans that will improve
productivity through capital improvements that would provide
targeted return on investment, including—
(a) increasing the amount of temporary and permanent
covered work areas;
(b) adding ramps and service towers for improved access
to work sites and the dry-dock; and
(¢) increasing lift capacity to enable construction of larg-
er, more fully outfitted superlifts.

The committee also expects the Secretary of the Navy to re-cer-
tify the statutory cost cap for the CVN-79 and that the Navy and
{she contractor will build this ship within the amount permitted by
aw.

Multiyear procurement authority for Virginia-class sub-
marine program (sec. 124)

The committee recommends a provision that would authorize the
Secretary of the Navy to buy Virginia-class submarines under a
multiyear procurement contract. This would be the third multiyear
contract for the Virginia-class program. The Navy estimates that
the previous two multiyear procurement contracts (fiscal years
2003—-2008 and fiscal years 2009-2013) achieved savings of greater
than 10 percent as compared to annual procurements. For the third
contract (for fiscal years 2014-2018), the Navy is estimating that
the expected savings will be 14 percent for the multiyear approach
as compared to annual procurement contracts.
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The Navy is expecting that the number of attack submarines will
fall short of meeting the requirement in each of the 13 years
(2022-2034), starting in the next decade, when the inventory of at-
tack submarines will be below the requirement of 48 boats. The
committee appreciates that fiscal year 2014 is the only year for the
foreseeable future where we might afford to buy an additional at-
tack submarine to mitigate that shortfall. In other years, we are
already buying two boats or more, or a single attack submarine
and a ballistic missile submarine. The next opportunity where the
Navy intends to buy only one boat is 2036, far too late to have any
effect on the projected requirements shortfall.

Therefore, the provision would also permit the Navy to use incre-
mental funding within the second and third multiyear for the ex-
plicit purpose of buying an extra boat in 2014. During budget delib-
erations surrounding the fiscal year 2013 budget, the Navy had to
delete one of the two boats planned for fiscal year 2014 due to top
line pressures on the budget, not due to any schedule or cost per-
formance issues. The Navy believes that, if the Navy were allowed
to incrementally fund the boats within these years, the Navy could
buy an additional and restore the rate of two per year in 2014
without requiring additional resources. This would have two-fold
benefit of stabilizing production at a more affordable rate, and re-
ducing the planned shortfall of attack submarines in each of the 13
years when the Navy attack submarine inventory falls short of re-
quirements, and would be consistent with congressional authoriza-
tion in section 2308 of title 10, United States Code, for the Sec-
retary to buy-to-budget.

The committee appreciates that multiyear procurement authority
already represents a departure from the full funding policy. In ad-
dition to the normal advance procurement (which is a lesser depar-
ture from full funding in itself), multiyear procurement authority
allows the Department to contract for parts and construction effort
on procurement items for which full funding has not been provided.
The committee believes that, facing the choice between living with
a shortfall in requirements and with a very stable production pro-
gram, departing from the full funding policy for this very important
program is an appropriate step at this time.

The committee also recommends an increase of $777.7 million in
advance procurement to provide a down payment on the second
boat in fiscal year 2014.

Multiyear procurement authority for Arleigh Burke-class
destroyers and associated systems (sec. 125)

The committee recommends a provision that would authorize the
Secretary of the Navy to buy up to 10 Arleigh Burke-class Flight
ITA destroyers under a multiyear procurement contract. This would
be the third multiyear contract for the Arleigh Burke-class pro-
gram. The Navy estimates that the previous two multiyear pro-
curement contracts (fiscal years 1998-2001 and fiscal years 2002—
2005) achieved savings of greater than $1.0 billion, as compared to
annual procurements. For the third contract (for fiscal years 2013—
2017), the Navy is estimating that the expected savings will be 8.7
percent, or in excess of $1.5 billion, for the multiyear approach as
compared to annual procurement contracts.
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While the Navy’s shipbuilding plan currently provides for only
nine Arleigh Burke-class destroyers during the period of the
planned multiyear contract, the committee understands from the
Navy that competition between the two shipyards in fiscal year
2011 and 2012 has led to significant savings in the program com-
pared to the original budget request. The Navy program office be-
lieves that competition for the multiyear contract starting in fiscal
year 2013 could also yield additional savings, and that the sum
total of those savings might be sufficient to purchase an additional
destroyer in fiscal year 2014. The committee is recommending ap-
proval of a multiyear authority for up to 10 ships with the prospect
that the Navy may be able to combine the savings from fiscal years
2011, 2012, and 2013 and buy an additional destroyer, which is
consistent with congressional authorization in section 2308 of title
10, United States Code, for the Secretary to buy-to-budget.

The committee believes that continued production of Arleigh
Burke-class destroyers is critical to provide required forces for sea-
based ballistic missile defense (BMD) capabilities. The Navy envi-
sions that, if research and development activities yield an improved
radar suite and combat systems capability, they would like to in-
stall those systems on the destroyers in fiscal years 2016 and 2017,
at which time the designation for those destroyers would be Flight
III. Should the Navy decide to move forward with the integration
of an engineering change proposal (ECP) to incorporate a new BMD
capable radar and associated support systems during execution of
this multiyear procurement, the Secretary of the Navy shall submit
a report to the congressional defense committees, no later than
with the budget request for the year of contract award of such an
ECP. The report will contain a description of the final scope of this
ECP, as well as the level of maturity of the new technology to be
incorporated on the ships of implementation and rationale as to
why the maturity of the technology and the capability provided jus-
tify execution of the change in requirements under that ECP dur-
ing the execution of a multiyear procurement contract.

Authority for relocation of certain Aegis weapon system as-
sets between and within the DDG-51 class destroyer and
Aegis Ashore Programs in order to meet mission re-
quirements (sec. 126)

The committee recommends a provision that would allow the De-
fense Department to transfer AEGIS weapon systems (AWS) equip-
ment between ships in the DDG-51 class destroyer program, or be-
tween the DDG-51 class destroyer program and Missile Defense
Agency’s (MDA) AEGIS Ashore Program, part of the European
Phased, Adaptive Approach to missile defense. The Department an-
ticipates that under the current budgets, MDA will be unable to ob-
tain AWS equipment with ballistic missile defense (BMD) capa-
bility to support its first planned Aegis Ashore deployment in De-
cember 2015. If MDA is going to maintain that schedule, MDA
would have to take delivery of AWS equipment with BMD capa-
bility in February 2013, to complete appropriate system integration
and testing prior to shipment to the deployment site. MDA is re-
questing research, development, test, and evaluation funds in the
fiscal years 2012 and 2013 budgets for the AWS equipment for the
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first deployment, but AWS equipment production lead times will
not support delivery of an AWS with BMD capability in 2013 using
those MDA funds alone. This provision would allow the Depart-
ment to support the first MDA deployment by diverting AWS
equipment from the DDG-51 program to support the MDA, and,
using the MDA contract dollars to replace that diverted AWS
equipment, still support the planned delivery dates of the AEGIS
destroyers.

Designation of mission modules of the littoral combat ship
as a major defense acquisition program (sec. 127)

The committee recommends a provision that would require the
Secretary of Defense to designate the effort to develop and produce
all variants of the mission modules in support of the Littoral Com-
bat Ship program as a major defense acquisition program under
section 2430 of title 10, United States Code.

The committee seeks greater visibility into the procurement costs
associated with mission modules supporting the Littoral Combat
Ship program. The committee believes that, to ensure that it has
the visibility required to fully understand and closely track the
costs of developing and producing each variant of the mission mod-
ule, the overall effort should be designated as a major defense ac-
quisition program (MDAP). In so doing, the committee expects to
receive all of the cost, schedule, and performance information on
this effort that is typically produced in connection with typical
MDAPs, including, selected acquisition reports, unit cost reports
and program baselines. The committee hopes that this initiative
will help discipline how the Department of the Navy has structured
its plan to develop and produce each variant of the mission mod-
ules and improve Congress’ ability to subject the overall effort to
strong oversight.

As part of this initiative, the committee directs the Secretary of
the Navy to provide the congressional defense committees, no later
than 30 days after enactment of this Act, with the Department of
the Navy’s estimates as to the cost of completing the development
and production of each mission module, operative as of May 31,
2012.

The committee understands that in the fourth quarter of 2012,
the Department of the Navy expects to approve the mission mod-
ules for entry into Milestone B, that is, the engineering and manu-
facturing development phase of the Defense Acquisition Manage-
ment System. At that time, the committee expects that the Mile-
stone Decision Authority will certify that, as required under section
2366b of title 10, United States Code, reasonable cost and schedule
estimates have been developed to execute, with the concurrence of
the Director of the Cost Assessment and Program Evaluation, the
product development and production plan under the program. To
ensure that the Department of the Navy’s plans to develop and
produce these mission modules is realistic and affordable, the com-
mittee looks forward to receiving these cost and schedule estimates,
will exercise close oversight of this certification, and expects that
the Department will not waive the certification.
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Transfer of certain fiscal year 2012 Procurement of Ammu-
nition, Navy and Marine Corps funds (sec. 128)

The committee recommends a provision that, to the extent pro-
vided in appropriations acts, the Secretary of the Navy may trans-
fer $88.3 million of fiscal year 2012 funds made available for am-
munition procurement for the Marine Corps to other higher pri-
ority programs. These funds are excess to Marine Corps needs for
the procurement of small arms, 60mm and 8lmm mortar rounds,
grenades, artillery rounds, demolition munitions, and fuses. Ac-
cording to the Government Accountability Office, funds for procure-
ment of these items are excess to need as a result of a change in
the methodology for calculating consumption requirements for
training, war reserves, and operations.

Transfer of certain fiscal year 2012 Procurement, Marine
Corps funds for procurement of weapons and combat ve-
hicles (sec. 129)

The committee recommends a provision that, to the extent pro-
vided in appropriations acts, the Secretary of the Navy may trans-
fer $135.2 million of fiscal year 2012 funds made available for pro-
curement of weapons and combat vehicles for the Marine Corps to
other higher priority programs. These funds are excess to Marine
Corps needs for the procurement of the Light Armored Vehicle-25
(LAV-25) due to a reduction in the number of such vehicles that
the Marine Corps intends to buy and sustain in the inventory.

For the same reason, the committee recommends a reduction of
$140.0 million to the budget request for LAV-25 procurement for
fiscal year 2013.

Sense of Congress on Marine Corps amphibious lift and
presence requirements (sec. 130)

The committee recommends a provision that would express the
sense of Congress that:

(1) the Department of Defense should carefully evaluate the
maritime force structure necessary to execute demand for
forces by the commanders of the combatant commands;

(2) the Department of the Navy carefully evaluate amphib-
ious lift capabilities to meet current and projected require-
ments;

(8) the Department of the Navy should consider
prioritization of investment in and procurement of the next-
generation of amphibious assault ships, as a component of the
balanced battle force;

(4) the next-generation amphibious assault ships should
maintain survivability protection;

(5) operation and maintenance requirements analysis, as
well as the potential to leverage a common hull form design,
should be considered to reduce total ownership cost and acqui-
sition cost; and

(6) maintaining a robust amphibious ship building industrial
base is vital for the future of the national security of the
United States.
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Sense of Senate on Department of Navy fiscal year 2014
budget request for tactical aviation aircraft (sec. 131)

The committee recommends a provision that would express the
sense of the Senate that, if the budget request of the Department
of the Navy for fiscal year 2014 for F-18 aircraft includes a request
for funds for more than 13 new F-18 aircraft, the budget request
of the Department of the Navy for fiscal year 2014 for F—35 aircraft
should include a request for funds for not fewer than 6 F-35B air-
craft and 4 F-35C aircraft, presuming that development, testing,
and production of the F-35 aircraft are proceeding according to cur-
rent plans.

Subtitle D—Air Force Programs

Reduction in number of aircraft required to be maintained
in strategic airlift aircraft inventory (sec. 141)

The committee recommends a provision that would amend sec-
tion 8062(g)(1) of title 10, United States Code, to reduce the num-
ber of strategic airlift aircraft the Air Force must maintain from
301 aircraft to 275 aircraft. It would also correspondingly change
the certification requirement in section 137 of the National Defense
Authorization Act for Fiscal Year 2010 (Public Law 111-84). Fi-
nally, it would require that the Secretary of the Air Force maintain
any C-5A aircraft retired after September 30, 2012, in inviolate
storage with only the Secretary of Defense permitted to authorize
the Air Force to take any spare parts from those aircraft.

Treatment of certain programs for the F-22A Raptor air-
craft as major defense acquisition program (sec. 142)

The committee recommends a provision that would require that
the Air Force report F—22A modernization and upgrade programs
under the system of the Selected Acquisition Reports (SAR). The
committee was informed that, with new production of the F-22A
coming to an end, the Air Force intends to stop reporting within
the SAR system on the F-22A, despite the fact that there could be
as much as $11.7 billion remaining to be spent on defined F-22A
upgrade programs. The committee believes the category “major de-
fense acquisition programs” is not limited only to programs that
are acquiring brand new weapon systems, and that any F-22A pro-
gram for modifications or upgrades, if it would otherwise meet the
statutory definition of a major defense acquisition program, should
be treated that way.

The committee believes there is ample justification for continuing
to track F—22A modernization past the end of new production.

(1) In April 2012, the Government Accountability Office (GAO)
issued a report on the program to modernize the F-22A Raptor
fleet, estimated to cost almost $10.0 billion through 2023. In this
report, GAO noted that similar efforts to modernize Air Force and
Navy tactical fighters in the past involved building upgrades into
newly produced jets, resulting in entirely new, fresh airplanes.

(2) In another report, issued in May 2012, GAO found that the
total projected cost to modernize the F-22A Raptor fighter jet more
than doubled from $5.4 billion to $11.7 billion since the program
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started and the schedule for delivering full capabilities slipped 7
years from 2010 to 2017.

(3) Upgrades to the F-22A are much more complicated than
those made to other legacy fighters, giving rise to likelihood of
schedule slips and cost growth.

(4) With these factors in mind, GAO believes that many of the
Air Force’s F-22A Raptors may not get their long-promised capa-
bility upgrades until they will have, in some cases, expended as
much as 20 percent of their service lives. This could limit the
amount of utility the Air Force will be able to extract from this
enormously expensive modernization program.

F-22A Raptor Sustainment

In addition to the near-term modernization, sustainment over the
life cycle of a weapon system represents a significant expenditure
of resources. On average, about two-thirds of the total life cycle cost
of a major defense system lies in post-production—in its operation
and sustainment over its useful life. If that rule were to hold true,
with a charge of roughly $79.0 billion to buy the F-22A, the Air
Force could be facing a demand for roughly $160.0 billion in F-22A
sustainment costs. Moreover, under its “structures retrofit pro-

ram”, over the next few years the Air Force will need more than
%100.0 million to retrofit the F-22A fleet just to ensure these air-
craft can fly for the full 8,000 hours for which they were designed.
Over just the last 2 years, the Air Force issued sole-source con-
tracts for sustainment of the F-22A fleet to the prime contractor
totaling almost $1.4 billion.

The Air Force recently completed an F—22A sustainment strategy
review that concluded that a joint contractor/government approach
could save more than $1.0 billion in sustainment costs over the life
of the aircraft. The committee believes that the Air Force must
transition its sustainment strategy to adopt the least expensive
sustainment strategy now, while continuing to be aggressive in ex-
ploring opportunities to compete F—22A sustainment work.

F-22A Raptor Pilot Air-Supply Problems

The Air Force has been having problems with the oxygen-supply
for its F—22A Raptor pilots. The committee is aware of, and has
been closely monitoring, these problems. The Air Force has docu-
mented 11 reported incidents of hypoxia-like symptoms in 10,000
sorties (about 0.1 percent) since late 2011, with 6 of these incidents
having occurred as recently as February and March 2012. Since re-
ports of pilots experiencing hypoxia-like symptoms in flight first
arose, the Secretary of the Air Force, among other actions, directed
the Air Force Scientific Advisory Board (SAB) to conduct a quick-
look study; gather and evaluate information; and recommend any
corrective actions on aircraft using on-board oxygen generation sys-
tems. Unfortunately, to date, the Air Force has not been able to
identify conclusively a root cause for the problem. But, the com-
mittee has been assured that the Air Force has put in place meas-
ures intended to ensure that these aircraft are safe to fly, including
new commercial oxygen status sensors and emergency oxygen han-
dles in the aircraft. For this reason, after having grounded the fleet
after initial reports of hypoxia-related symptoms in its pilots late
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last year, the Air Force returned the F—22A to flying under its full
mission envelope and, in fact, deployed it to Southwest Asia and
the United Arab Emirates in late April. Despite that a small num-
ber of pilots have asked not to fly the F—22A or to be reassigned
because of this issue, Air Force leadership has conveyed to the com-
mittee that, while the Air Force continues to investigate this prob-
lem, these aircraft are safe to fly today.

Notably, the Navy had similar problems with F-18s; there were
64 incidents from 2002 to 2009, resulting in 2 deaths. Ultimately,
however, the Navy overcame these problems. The committee re-
mains hopeful that the Air Force will be similarly successful. In the
meantime, the committee will continue to exercise close oversight
of this problem and how the Air Force addresses it. The committee
directs the Secretary of the Air Force to explain, no later than 90
days after enactment of this Act, how the Air Force has imple-
mented or will implement each of the recommendations provided
by the SAB. If the Secretary disagrees with any of these rec-
ommendations, he should explain why and describe what other cor-
rective actions he may be taking to respond to the concern under-
lying that recommendation.

Finally, as the Air Force continues to investigate this matter, the
committee will view as unacceptable any act of retaliation against
any F-22A Raptor pilot who raises concerns about the safety of
this aircraft or declines to fly it on that basis.

Avionics systems for C-130 aircraft (sec. 143)

The committee recommends a provision that would delay Air
Force implementation of the cancellation or modification of the Avi-
onics Modernization Program for the C-130 aircraft until 30 days
after the receipt of a report submitted to the congressional defense
committees.

Procurement of space-based infrared system satellites (sec.
144)

The committee recommends a provision that would authorize the
Secretary of the Air Force to acquire two Space Based Infrared Sys-
tem Satellites (SBIRS) under a fixed price contract. The provision
would further cap the total cost of the satellites at $3.9 billion but
provide limited exceptions to this cap. The provision would also
permit the Secretary to incrementally fund the contract over a 6
year period.

Thirty days after entering into the contract, the provision would
direct the Secretary to submit a report to the congressional defense
committees setting forth the specifics of the contract, which would
include the cost savings and total cost of the contract. A second re-
port would be due 90 days after the date of the contract describing
the amount of the cost savings achieved and how the Secretary
plans to use the savings to improve the capability of military infra-
red and early warning satellites. In addition, the provision would
authorize the Secretary to use prior year funds for advance pro-
curement for SBIRS satellite 6. Finally, the provision would set
forth a sense of Congress that the cost savings achieved through
the contracting authority provided in the provision should result in
no less than 20 percent cost savings.
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Transfer of certain fiscal year 2011 and 2012 funds for air-
craft procurement for the Air Force (sec. 145)

The committee recommends a provision that would permit the
Secretary of the Air Force to use, subject to appropriations, prior
year funds that have been made available from program cancella-
tions reflected in the fiscal 2013 budget request. The funds avail-
able from cancellations are as follows:

Recommended Amount

Program (Dollars in millions)

Light attack armed reconnaissance $115.0
Light mobility aircraft 65.3
Common vertical lift support platform 52.8
C—130 avionics modernization program 207.2
RQ-4 Global Hawk Block 30 480.4

Total $920.7

Subtitle E—Joint and Multiservice Matters

Multiyear procurement authority for V-22 Joint Aircraft
Program (sec. 151)

The committee recommends a provision that would authorize the
Secretary of the Navy to buy V-22 aircraft for the Department of
the Navy, the Department of the Air Force, and the United States
Special Operations Command under a multiyear procurement con-
tract. This would be the second multiyear contract for the V-22
program. The Navy estimates that for the second contract (for fis-
cal years 2013—-2017), the Navy stands to achieve almost 12 percent
savings under the multiyear approach, as compared to annual pro-
curement contracts.

Limitation on availability of funds for full-rate production
of Handheld, Manpack, and Small Form/Fit radios under
the Joint Tactical Radio System program (sec. 152)

The committee recommends a provision that would prohibit the
obligation of any funds for full rate production of the Joint Tactical
Radio System (JTRS), Handheld, Manpack, and Small Form/Fit
(HMS) radios until the Under Secretary of Defense for Acquisition,
Technology, and Logistics (USD-ATL) certifies to the congressional
defense committees that there is an approved acquisition strategy
that promotes full and open competition to the maximum extent
practicable.

The committee continues to support the JTRS program and re-
mains convinced that managing program costs through competition
will contribute significantly to the success and affordability of the
Army’s tactical network objectives. The committee is also aware
that for over a year the Joint Program Office for JTRS has been
preparing a detailed plan for an innovative acquisition model that
would take advantage of competition based upon the availability of
several developers of software programmable tactical radios that
could meet the standards of JTRS. Accordingly, in last year’s Sen-
ate report accompanying S. 1253 (S. Rept. 112-26) of the National
Defense Authorization Act for Fiscal Year 2012, the committee di-
rected that the USD-ATL provide a briefing on the approved com-
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petition strategy for JTRS HMS radios. The committee is concerned
that after nearly 1 year there is still no approved competition strat-
egy and that additional delay will make it more difficult for poten-
tial JTRS tactical radio producers to meet the Army’s testing, cer-
tification, competition, and production objectives. The committee
believes that competition, taking maximum advantage of both gov-
ernment and commercially developed and available tactical radios
that meet JTRS technical and operational requirements, provides
the Army the most affordable and flexible means of realizing its
plans for a fully networked operational force.

Shallow Water Combat Submersible Program (sec. 153)

On November 9, 2010, U.S. Special Operations Command
(USSOCOM) provided the committee with a notification that the
Command had awarded a sole source contract for the Shallow
Water Combat Submersible (SWCS) program and stated “the con-
tract provides only for firm-fixed-price task orders which are estab-
lished in the contract.” USSOCOM has requested a modification to
its fiscal year 2013 budget request that would transfer $8.0 million
from Procurement, Defense-wide, to Research, Development, Test,
and Evaluation, Defense-wide, to pay for cost growth in the engi-
neering and manufacturing development phase of the SWCS pro-
gram. According to U.S. USSOCOM, “extreme schedule variations
from the baseline resulted in the inability to accurately track
progress and cost.” In response to an inquiry from committee staff
following notification of SWCS cost and schedule variations,
USSOCOM indicated “the contract has a combination of cost con-
tract line items and firm fixed price contract line items.”

The committee is concerned by the inaccurate and misleading
contract notification described above and that it only learned of the
projected SWCS schedule and cost overruns following the release of
the fiscal year 2013 budget. The committee expects full and accu-
rate notification of contract awards and reiterates its expectation
that USSOCOM will keep it adequately informed of such acquisi-
tion program deviations at the time they are identified.

The committee recommends a provision that would require the
Commander of USSOCOM, not later than 90 days after enactment
of this Act, to provide the congressional defense committees with
a report describing: efforts by the contractor and USSOCOM to
more accurately track schedule and cost; the revised timeline for
SWCS initial and full operational capability; and the projected cost
to meet the basis of issue requirement. The provision would also
require that the Commander submit quarterly updates on the
metrics from the earned value management system with which the
Command is tracking cost and scheduled performance of the con-
tractor. That requirement shall lapse once the SWCS has com-
pleted operational testing and has been found to be operationally
effective and operationally suitable.
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Budget Items
Army

Joint tactical radio systems integration

The budget request included $46.8 million in Aircraft Procure-
ment, Army (APA), for the integration of the Joint Tactical Radio
System (JTRS) onto the UH-60M Black Hawk and CH—47 Chinook
helicopters. The committee notes that the airborne and maritime/
fixed portion of the JTRS program is in the process of a restruc-
turing that will result in an updated acquisition strategy, revised
acquisition program baseline, and updated test and evaluation
master plan. It is unlikely that JTRS radios will be available for
integration before the end of fiscal year 2014. The committee rec-
ommends a decrease of $44.0 million in APA for aircraft integra-
tion of the JTRS radio.

MS88A2 improved recovery vehicle

The budget request included $107.9 million in Weapons and
Tracked Combat Vehicles, Army (WTCV), for the M88A2 (Hercules)
improved recovery vehicle. The committee notes that the M88A2 is
an upgrade program to the existing M88A1 recovery vehicle mak-
ing it the only vehicle capable of towing an M1 Abrams tank with-
out assistance from other vehicles. The Army planned to use a
mixed fleet of M88A2s and older M88A1ls in its armor brigade com-
bat teams. M1 Abrams tanks require M88A2 recovery vehicles, but
the current M2 Bradley vehicles, and other armored vehicle
variants, can be recovered by the M88A1l. The Army would recon-
sider its recovery vehicle mix, if any, when the M2 Bradley replace-
ment Ground Combat Vehicle program matures and the recovery
requirements of that vehicle are known. In the meantime, there is
risk of a suspension of the industrial capability and capacity for
production of M88A2 vehicles, as well as likely production of the
Paladin Integrated Management program, and the potential pro-
duction of a replacement for the M113 family of armored personnel
carriers.

The committee recommends an increase of $123.0 million in
WCTV for the M88A2 improved recovery vehicle to mitigate the
risk of the suspension of production through fiscal year 2013.

Advanced procurement for M1 Abrams tank upgrade pro-
gram

The budget request included $74.4 million in Weapons and
Tracked Combat Vehicles, Army (WTCV), for the M1 Abrams tank
upgrade program. The budget request funds technical support serv-
ices and the cost of fielding M1A2 System Enhancement Package
(SEP) tanks to the Army, but does not fund additional tank up-
grades. The committee recommends an increase of $91.0 million in
WTCYV only for the advanced procurement of critical long-lead ma-
terials for the Abrams upgrade program.

The committee is aware that beginning in fiscal year 2014 the
Army will suspend its M1 Abrams tank upgrade program for up to
3 years at which time it plans to start its next series of improve-
ments. Congress provided additional funds in the fiscal year 2012
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appropriation to sustain tank production at the facility through
2013 and into 2014. However, not enough tank upgrade production
is funded in the fiscal year 2013 request to sustain the facility
throughout 2014.

The Army’s tank industrial base and production facility could
sustain its minimum capability and capacity over the next 3 years
if a number of potential tank and other armored vehicle sales to
foreign allies are approved and orders finalized over the next sev-
eral months. If all projected and potential foreign sales materialize,
armored vehicle production could exceed the minimum sustaining
requirement asserted by the contractor until the Army starts its
next tank upgrade program.

Given that funds added by Congress in fiscal year 2012 already
sustains production through fiscal year 2013, the industrial base
risk is limited to long-lead materials related to potential production
shortfalls in fiscal year 2014. Accordingly, in order to reduce indus-
trial risk among second and third tier suppliers, the committee rec-
ommends an increase of $91.0 million in WTCV for advance pro-
curement of long-lead materials for 33 additional tanks in the M1
Abrams upgrade program. Advanced procurement is common to
many large, complex weapon systems programs in which funds are
provided in 1 or more years prior to the year of final production
in order to ensure the availability of those components that require
a long time to produce for installation at the appropriate point in
the assembly process.

Additional funds for M1 Abrams tank upgrade advanced procure-
ment should be targeted in a manner that best mitigates the most
acute criticality and fragility risks in the industrial base among
small suppliers who are in danger of getting out of the tank compo-
nents business 6 months or more ahead of final tank production.
The committee expects the Army to use data developed by the De-
partment of Defense’s ongoing sector by sector/tier by tier analysis
of the defense industrial base in making decisions on the allocation
of these funds.

Supporting long-lead suppliers with additional funds in fiscal
year 2013 also manages financial risk in this challenging budget
environment and allows time for the resolution of sales to foreign
allies that could stabilize and sustain the flow of workload through-
out the production cycle for the Army’s facility and suppliers. Con-
gress retains the flexibility to fund the completion of this tank pro-
duction, if necessary to sustain the facility’s minimum require-
ments, in fiscal year 2014.

Finally, the committee recognizes that the Army is working
through force structure and capability mix analysis and decision
making processes that to a significant extent will determine the de-
mand for tank production for the next 10 or more years. Addition-
ally, the Defense Department’s and Army’s increased focus on
building the capacity of partner nations will create particular com-
bat vehicle production demands. Accordingly, the committee directs
the Secretary of the Army to report not later than March 31, 2013,
on the Army’s analysis and plans to utilize and configure it’s gov-
ernment-owned/contractor-operated tank production facility to effi-
ciently and effectively meet the Army’s tank and other tracked and
wheeled vehicle production related requirements and foreign mili-
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tary sales to meet Department partnership building capability
goals to 2025 and beyond.

Lightweight .50 caliber machine gun

The budget request included $25.2 million in Weapons and
Tracked Combat Vehicles (WTCV), Army, for the XM806 light-
weight .50 caliber machine gun. The committee understands that
the Army will terminate this program and therefore recommends
a decrease of $25.2 million in WCTV for the XM806 lightweight .50
caliber machine gun.

The committee also understands that the decision to cancel the
XMB806 program was based on the Army’s recalculation of its ma-
chine gun requirements given pending force structure reductions
and cost tradeoffs compared to upgrading the currently fielded
version of the M2A1 .50 caliber machine gun.

The committee is concerned that this decision may be incon-
sistent with the Army’s broader equipping objectives to reduce the
soldier’s load while at the same time increasing the capability and
reliability of weapons. Accordingly, the committee directs the Sec-
retary of the Army to submit with its fiscal year 2014 budget re-
quest submission, a report to the congressional defense committees
on its revised requirements for M2 .50 caliber machine guns, in
light of proposed force structure reductions, with a description of
its plan to meet those requirements. The report should include: cost
and schedule plans for the overhaul of M2 .50 caliber weapons
through the future-years defense program (FYDP); the estimated
procurement average unit cost of M2 .50 caliber overhaul compared
to the cost of producing the XM806; the current number of M2 and
M2A1 machine guns in the Army inventory; the total number of .50
caliber machine guns that would be in the inventory at the end of
the FYDP if funds for M2 overhaul were allocated for new XM806
machine guns; the costs and benefits of the XM806 compared to M2
and M2A1 weapons; and an assessment of the potential impact of
the Army’s M2 and M2A1 plan to the machine gun industrial base.

30mm and 40mm ammunition reductions for excess

The budget request included $1.7 billion in Procurement of Am-
munition, Army (PAA), of which $72.1 million was for 30mm and
$60.1 million was for 40mm.

The Government Accountability Office has identified $37.0 mil-
lion in excess to requirements for 30mm in fiscal year 2013 due to
changes in pricing. Additionally, $75.0 million in excess to require-
ments in fiscal year 2011 funding for 40mm ammunition has been
identified and has been returned by the Army’s Program Executive
Office for Ammunition to the Army Budget Office for potential re-
programming. This funding remains available for obligation until
September 30, 2013, and if released back to the program, $60.1
million could be used to cover the Army’s entire fiscal year 2013
procurement budget request for 40mm ammunition.

Accordingly, the committee recommends a decrease of $97.1 mil-
lion in PAA: $37.0 million in 30mm and $60.1 million in 40mm.
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Excalibur 1-b round schedule delay

The budget request included $110.3 million in Procurement of
Ammunition, Army (PAA), for 155mm extended range XM-982 (Ex-
calibur 1-b).

The committee was briefed by the Army that the Excalibur 1-b
round will have a schedule delay in fiscal year 2013.

Accordingly, the committee recommends a decrease of $55.0 mil-
lion in PAA for 155mm extended range XM-982 munitions.

Spider network munitions reduction

The budget request included $1.7 billion in Procurement of Am-
munition, Army (PAA), of which $17.4 million was for Spider net-
work munitions.

The Director of Operational Test and Evaluation expressed con-
cerns with respect to the XM-7 Spider.

Accordingly, the committee recommends a decrease of $14.3 mil-
lion in PAA for Spider network munitions.

Family of medium tactical vehicles

The budget request included $346.1 million in Other Procure-
ment, Army (OPA), for the procurement of Family of Medium Tac-
tical Vehicle (FMTV) trucks. The committee recommends an in-
crease of $50.0 million in OPA for FMTV trucks for the U.S. Army
Reserve.

Join({. tactical radio system airborne and maritime/fixed ra-
ios

The budget request included $74.0 million in Other Procurement,
Army (OPA), for the procurement of airborne and maritime/fixed
(AMF) radios. The committee notes that the AMF portion of the
Joint Tactical Radio System program is in the process of a restruc-
turing that will result in an updated acquisition strategy, revised
acquisition program baseline, and updated test and evaluation
master plan. It is unlikely that JTRS radios will be available for
integration onto Army helicopters before the end of fiscal year

2014. The committee recommends a decrease of $30.0 million in
OPA for AMF radio.

Spider remote control unit

The budget request included $34.4 million in Other Procurement,
Army (OPA), for the Spider remote control unit. The committee
notes that this technology is not performing as expected and will
not be approved for service use until awarded a full material re-
lease and type classification late in fiscal year 2013. The committee
recommends a decrease of $21.0 million in OPA for Spider remote
control units.

Sense-through-the-wall sensor program

The budget request included $6.2 million in Other Procurement,
Army (OPA), for the sense-through-the-wall (STTW) sensor. The
committee notes that the program has been delayed due to tech-
nology performance issues and that most of the funds provided in
prior year appropriations remains unobligated. The committee rec-
ommends a decrease of $6.2 million in OPA for STTW.
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Small unmanned ground vehicle

The budget request included $83.9 million in Other Procurement,
Army (OPA), for the small unmanned ground vehicle (SUGV). At
the Army’s request, the committee recommends a decrease of $12.0
million in OPA for SUGV and an increase of $12.0 million in PE
64641A for continued SUGV research and development.

Joint Improvised Explosive Device Defeat Fund

Joint Improvised Explosive Device Defeat Fund

The budget request included $227.4 million for the Joint Impro-
vised Explosive Device Defeat Fund (JIEDDF) staff and infrastruc-
ture line of operation. The committee recommends transferring all
of JIEDDF funds from title I to the same budget activity in title
XV, which funds the Overseas Contingency Operations (OCO) of
the Department. The committee believes JIEDDO should be in the
OCO portion of the budget request as it was established in re-
sponse to threats confronted by U.S. forces in Afghanistan.

Navy

F/A-18E/F

The budget request included $3,063.6 million to purchase 26 F/
A-18E/F aircraft and 12 EA-18G aircraft. The budget also included
$30.3 million for advance procurement of 13 F/A—18E/F aircraft in
fiscal year 2014. Fiscal year 2014 would represent the final year of
production for the Department of the Navy. Throughout the past
several years, the committee has expressed concern that the Navy
is facing a sizeable gap in aircraft inventory as older F/A-18A-D
Hornets retire before the aircraft carrier variant (F-35C) of the
Joint Strike Fighter is available.

This year, the Navy says that the maximum shortfall is now pro-
jected to be around 56 aircraft. The Navy claims that the estimated
shortfall has not increased much since last year even though the
Department removed a total of 64 F-35B and F-35C aircraft from
the future-years defense program (FYDP). The Navy’s estimate of
the shortfall is based on conducting intensive management of the
current inventory, making some reduction in force structure within
Marine Corps aviation, and pursuing a service life extension pro-
gram (SLEP) of 150 F/A-18 aircraft.

The Navy intends that a SLEP would extend the life of select
legacy F/A-18s from 8,600 to 10,000 flight hours. As yet, the Navy
does not have sufficient data to predict the failure rate for aircraft
being inducted into the SLEP program. Too high a failure rate
could leave the Navy with too few aircraft that could benefit from
the SLEP program, which would exacerbate the shortfall projec-
tions.

The FYDP projection shows that the Navy intends to buy no
more EA-18G aircraft, despite the fact that the Marine Corps in-
tends to retire their fleet of EA—6B electronic warfare aircraft with-
out fielding a direct replacement.

Either a realization of a larger shortfall of strike fighter inven-
tory, or a new requirement to replace the capability currently pro-
vided by the Marine Corps’ EA-6B aircraft could result in a de-
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mand for more aircraft beyond the 13 aircraft planned in fiscal
year 2014. Therefore, the committee believes it would be prudent
to provide some additional advance procurement funding in fiscal
year 2013 to allow the Navy and the Defense Department time to
get better data on the SLEP program and evaluate proposals to in-
crease requirements for the EA-18G aircraft to account for the im-
pending loss of the EA-6B aircraft. The committee recommends an
additional $60.0 million for advance procurement for F/A-18E/F or
EA-18G aircraft, to be obligated only if the Navy budget request
for fiscal year 2014 for F-18 aircraft includes buying more than 13
new aircraft.

Close-in weapon system modifications

The budget request included $59.3 million to purchase and in-
stall various modifications for the close-in weapon system (CIWS),
including $9.7 million for reliability, maintainability and avail-
ability (RMA) kits. The CIWS is the primary, last ditch self defense
system in the Navy fleet.

The Navy has begun experiencing reliability problems with the
latest CIWS version, the Block 1B. To deal with these issues, the
Navy has developed the RMA kit that will fix known reliability
problems and also deal with issues of parts obsolescence. The Navy
can install the RMA kits dockside, without having to send the
CIWS or its modules to the depot. In addition, installing these kits
will allow the Navy to extend time between major CIWS overhauls
to be extended, while still maintaining an acceptable level of oper-
ational availability. The committee believes that the Navy should
move more expeditiously on fielding these kits to the fleet, and rec-
ommends an additional $7.7 million to buy 28 additional RMA kits.

81mm, grenade, and demolition munitions reductions for ex-
cess

The budget request included $759.5 million in Procurement of
Ammunition, Navy and Marine Corps (PANMC), of which $13.7
million was for 81mm, $7.6 million was for grenades, and $2.0 mil-
lion was for demolition munitions.

The Government Accountability Office has identified $12.5 mil-
lion in excess to requirements for the Marine Corps’ fiscal year
2013 ammunition procurement request. Program officials stated
that changes in Marine Corps’ methodology for determining ammu-
nition requirements for training, changes to assumptions for calcu-
lating the necessary war reserves, and the large amount of ammu-
nition already in inventory or expected for delivery, have made a
portion of the fiscal year 2013 budget request for specific ammuni-
tion types excess to program needs.

Accordingly, the committee recommends a decrease of $12.5 mil-
lion in PANMC: $10.0 million in 81mm, $0.5 million in grenades,
and $2.0 million in demolition munitions.

Air Force

Joint surveillance/target attack radar system

The budget request included $59.3 million in Aircraft Procure-
ment, Air Force (APAF), for the E-8 modifications program and
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$24.2 million in Research, Development, Test, and Evaluation
(RDT&E), Air Force for Joint Surveillance/Target Attack Radar
Systems (JSTARS). Unlike previous years, the Air Force did not re-
quest procurement funding for the program to re-engine JSTARS
aircraft. A portion of RDT&E funding supports continuing system
development and demonstration (SDD) in the re-engining program.
The committee recommends an increase of $12.0 million to the
budget request for APAF to restart the production line for the re-
engining program.

The committee remains concerned by the slow progress of the re-
engining program despite years of significant congressional sup-
port. The Air Force decided to delay the re-engining program pend-
ing an Analysis of Alternatives (AoA) of overall ground moving tar-
get indicator (GMTI) requirements. Last year, the Senate report ac-
companying S. 1235 (S. Rept. 112-26) of the National Defense Au-
thorization Act for Fiscal Year 2012 said, “Regardless of what that
study concludes, however, the committee believes that re-engining
the JSTARS fleet makes sense. . . . However, even if the Air Force
study were to conclude that some new system or combination of
systems would provide better broad area GMTI for the future, it is
hard to imagine that another alternative would actually begin com-
plete fielding of a JSTARS replacement capability before the re-
engining pays for itself.”

Therefore, the committee was troubled that funding authorized
and appropriated for re-engining over the past several years has ei-
ther been reprogrammed or remains unspent. Last year, the com-
mittee recommended a provision requiring the Air Force Audit
Agency to submit to the congressional defense committees the re-
sults of a financial audit of the funds previously authorized and ap-
propriated for the JSTARS aircraft re-engining program. The com-
mittee still has not received the results of that audit.

The Air Force has still not produced the AoA either, so the budg-
et remains silent on course of action for modernizing GMTI capa-
bility. However, in testimony before the committee on March 22,
2012, Air Force Chief of Staff General Norton Schwartz confirmed
that the Air Force was going to stick with the E-8C program, testi-
fying, “Notwithstanding the AoA . . . we will continue with the
combination of the JSTARS GMTI capability, with the Block 40
Global Hawk.” This prospect was confirmed in the Department of
Defense’s Annual Aviation Inventory and Funding Plan for Fiscal
Years 2013—2042, which indicated that the Department has no al-
ternatives to JSTARS expected to emerge in that 30-year period.

Since the Air Force will now clearly be keeping the E-8C aircraft
for the foreseeable future, the committee believes it is even more
critical that the Air Force budget sufficient funds to sustain
JSTARS for the long term. The committee understands the need to
proceed carefully through re-engining SDD to collect all necessary
data to inform decisions about this program, as well as the difficul-
ties associated with restarting the re-engining process on a small
fleet of aircraft in a constant state of high operational tempo.

However, the committee believes that proceeding with re-
engining of the JSTARS fleet to improve performance and fuel effi-
ciency is consistent with warfighter requirements and Air Force
priorities.
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Also, if the Air Force continues to operate the JSTARS platform
for the foreseeable future, the Service will have to modernize other
aspects of the JSTARS airframe and system. To keep the JSTARS
system viable and avoid erosion in performance, the Air Force will
have to pursue such modernization efforts as upgrading radars, re-
placing diminishing manufacturing source items (including those
for primary mission equipment and avionics), and improving com-
munications and target identification systems. From that perspec-
tive, the committee is concerned that the current future-years de-
fense program (FYDP) includes minimal funding for JSTARS mod-
ernization efforts. Therefore, the committee believes the Air Force
should devote increased funding toward JSTARS modernization in
the next FYDP to ensure that the JSTARS aircraft continue to fly
and operate for the foreseeable future, without any decrease in
mission capable rates or system performance.

Defense-wide

Terminal High Altitude Area Defense

The budget request included $460.7 million in Procurement, De-
fense-wide, for procurement of Terminal High Altitude Area De-
fense (THAAD) interceptors. The committee notes that the THAAD
interceptor system has experienced difficulties with its production
process and has not yet been able to achieve the planned produc-
tion rate of four interceptors per month. Over the past 2 years, this
has led Congress to reduce funds below the level requested for
THAAD interceptor procurement by nearly $400.0 million. As a re-
sult of these production challenges, the schedule for THAAD inter-
ceptor deliveries has been delayed and reduced significantly.

In the budget request, the Department of Defense would reduce
the planned number of THAAD batteries in the future-years de-
fense program (FYDP) from 9 to 6, and reduce the corresponding
number of THAAD interceptors by 157. Although the Department
maintains its previous procurement objective of 503 THAAD inter-
ceptors, this level would not be achieved until after the FYDP. Ac-
cording to LTG Richard Formica, the Commander of U.S. Army
Space and Missile Defense Command, and Commander of the Joint
Functional Component Command for Integrated Missile Defense,
the decision to reduce THAAD procurement during the FYDP was
made by a broad range of senior defense and military officials after
careful consideration of the integrated missile defense priorities of
the combatant commanders and the need to maintain a balance be-
tween homeland defense and regional missile defense investments
and capabilities.

The committee notes that, as LTG Formica testified, “the de-
mand for THAAD and TPY-2 radars—like the demand for other
missile defense assets—continues to increase and has not been re-
duced by combatant commanders.” The committee believes that in-
creasing the number of THAAD interceptors is the most cost-effec-
tive and affordable way to provide increased capability to regional
combatant commanders.

Therefore, the committee recommends an increase of $100.0 mil-
lion to Procurement, Defense-wide, for procurement of additional
THAAD interceptors.



30

Special operations aviation

The budget request included $99.8 million for the procurement of
seven Aviation Foreign Internal Defense (AvFID) aircraft and $7.5
million for low cost modifications to U-28 aircraft in Procurement,
Defense-wide.

Last year, the congressional defense committees expressed con-
cern about the AVFID and Non-Standard Aviation (NSAv) pro-
grams and required a report from the Commander of U.S. Special
Operations Command (USSOCOM) describing these programs, jus-
tifying their requirement, and analyzing efficiencies that could be
gained from procuring common special operations aviation plat-
forms, among other things. On March 5, 2012, the Commander of
USSOCOM delivered the required report to the congressional de-
fense committees with a revised strategy that combines special op-
erations AvFID and NSAv missions while gaining additional
manned intelligence, surveillance, and reconnaissance (ISR) capa-
bilities. The committee supports this revised strategy because it
provides training and maintenance efficiencies through the pro-
curement of multi-mission platforms for AvFID and NSAv mis-
sions, while also increasing much needed ISR capacity to support
deployed special operations forces.

Consistent with the new strategy outlined by the Commander of
USSOCOM, the committee recommends a transfer of $62.8 million
within Procurement, Defense-wide, from the Non-Standard Avia-
tion budget line to the U-28 budget line. This transfer would re-
duce AVFID procurement from seven to two aircraft and increase
the quantity of U-28 aircraft by four. Additionally, the committee
supports use of previously authorized funds to re-mission pre-
viously acquired aircraft consistent with the strategy laid out by
the Commander of USSOCOM.

High definition full motion video

The budget request included no funding in Procurement, De-
fense-wide, for high definition full motion video (HD FMV) capabili-
ties for airborne intelligence, surveillance, and reconnaissance
(ISR) platforms. The Commander of U.S. Special Operations Com-
mand (USSOCOM) has indicated that the requirement for HD
FMV was not quantified until after the fiscal year 2013 budget re-
quest was finalized and has identified it as the only fiscal year
2013 unfunded requirement for special operations forces.

In testimony before the Subcommittee on Emerging Threats and
Capabilities on March 27, 2012, the Assistant Secretary of Defense
for Special Operations/Low Intensity Conflict stated “the high defi-
nition capability is a game changer for decision makers” because it
provides a greater degree of clarity in making decisions regarding
the use of force, while minimizing the risk of collateral damage.
Additionally, the Commander of USSOCOM has told the committee
“Recent operational success highlighted the need for the HD FMV
capability to be fielded on special operations platforms as soon as
possible.”

The committee recommends total increases of $142.4 million in
Procurement, Defense-wide, $16.5 million in Operation and Mainte-
nance, Defense-wide, and $0.6 million in Research, Development,
Test, and Evaluation, Defense-wide, for the fielding of additional
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HD FMV capabilities. The committee is aware that USSOCOM in-
tends to begin to address this urgent requirement using previously
authorized and appropriated funds, including $9.5 million in Com-
bat Mission Requirements funds and a $29.6 million Above Thresh-
old Reprogramming request.

Items of Special Interest

Common remotely operated weapon station

The committee notes that funding for the common remotely oper-
ated weapon station (CROWS) has been transferred from the Over-
seas Contingency Operations budget to the Weapons and Tracked
Combat Vehicles appropriation in the Army’s base budget for fiscal
year 2013. The committee is also aware that the Army released a
request for proposals in January 2012, to initiate a competition for
the next-generation of CROWS systems with contract award pro-
jected for early in fiscal year 2013.

The committee supports this competitive acquisition strategy;
however, the Army has not yet decided on a CROWS basis of issue
plan and therefore there is uncertainty with respect to the overall
Army acquisition objective for this system. The committee is aware
that the Army currently has over 6,400 CROWS systems in its in-
ventory and estimates for an acquisition objective vary from as few
as just over 11,000 to as many as 14,000.

The committee directs the Assistant Secretary of the Army for
Acquisition, Logistics, and Technology (ASA-ALT) to notify the con-
gressional defense committees when decisions are made that estab-
lish a CROWS basis of issue plan and an acquisition objective. Fol-
lowing notification, the ASA-ALT shall provide a briefing that de-
scribes the CROWS acquisition strategy including a full and open
competition, Army acquisition objective, other services’ acquisition
objectives, if any, as well as a funding profile and schedule through
the future-years defense program.

Impact of Global Hawk Block 30 termination

The committee directs that the Under Secretary of Defense for
Acquisition, Technology, and Logistics provide a briefing to the con-
gressional defense and intelligence committees on the likely impact
of the termination on the MQ-4C Broad-Area Maritime Surveil-
lance System (BAMS) program no later than July 31, 2012.

The committee understands that the unit price of the BAMS air-
craft could also be affected by decisions on the continued produc-
tion of Global Hawk Block 40 aircraft for the North Atlantic Treaty
Organization (NATO) Alliance Ground Surveillance (AGS) program
and for the Air Force. Therefore, the committee would also like to
understand the impact on the unit price of BAMS if the NATO
AGS program does not proceed with the acquisition of five Global
Hawk aircraft, or if the Air Force terminates its Block 40 program,
or if both of these contingencies were to occur.

Integrated base defense

The committee is aware of Department of Defense efforts to de-
velop and field technologies that address threats to forward sta-
tioned and deployed military installations as well as those within
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the United States. The committee is encouraged by the inclusion of
funds for integrated base defense programs in the fiscal year 2013
budget and the potential of a variety of technologies that could pro-
vide joint, interoperable force protection systems and better protect
our installations, regardless of size, with increased efficiency and
affordability.

The committee directs that the Under Secretary of Defense for
Acquisition, Technology, and Logistics, or his designee, in consulta-
tion with the Secretaries of the military departments, provide the
congressional defense committees with a briefing not later than
March 31, 2013, on the Department of Defense’s requirements de-
termination and technology development, acquisition, and fielding
plans to provide capabilities to improve integrated base defense
systems.

Joint strike fighter program

Department of Defense (DOD) officials have testified that the F-
35 “Lightning II” Joint Strike Fighter (JSF) program is the most
concurrent program in DOD recent experience. Concurrency refers
to the overlap between system development and testing, and pro-
duction. Excessive concurrency arises when a program’s develop-
ment and production overlap to the extent that major, expensive
changes identified in testing have to be made in production items
after they are on the production line or after they are delivered.

According to JSF’s Program Executive Officer, “Fundamentally,
that was a miscalculation . . . You'd like to take the keys to your
shiny new jet and give it to the fleet with all the capability and
all the service life they want. What we’re doing is, we're taking the
keys to the shiny new jet, giving it to the fleet and saying, ‘Give
me that jet back in the first year. I've got to go take it up to this
depot for a couple of months and tear into it and put in some struc-
tural mods, because if I don’t, we’re not going to be able to fly it
more than a couple, three, four, five years.’ That’s what con-
currency is doing to us.”

The Acting Under Secretary of Defense of Acquisition, Tech-
nology, and Logistics was considerably more pointed in his assess-
ment, referring to the decision made years ago to put JSF into pro-
duction before flight testing had started as “acquisition mal-
practice.” He noted that the program was started with “the opti-
mistic prediction that we were good enough at modeling and sim-
ulation that we would not find problems in flight test . . . That was
wrong, and now we are paying for that.”

The committee agrees with these appraisals and views them as
a valuable starting point that may help ensure that the additional
33 months and $7.9 billion that DOD has added to the previous
JSF development plan will result in a sustainable program capable
of delivering the required capability to the warfighter. The com-
mittee remains concerned that, even with these changes, the level
of concurrency risk that still resides in the program may be exces-
sive.

Because of concern about the lack of a coherent concurrency
change management strategy in the JSF program, the committee
declined to approve DOD’s request to reprogram funds from other
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programs to cover part of a roughly $771.0 million cost overrun in
low-rate initial production lots (LRIP) lots 1 through 3.

Unfortunately, the cost growth problem persists. As of March
2012, DOD estimates total concurrency costs for LRIP-1 at $50.1
million; LRIP-2, $300.3 million; LRIP-3, $319.1 million; and
LRIP—4, $523.3 million. The committee does not find this trend en-
couraging and believes that the program must ensure that these
costs are managed more effectively and that the prime contractor
share equitably in them.

In addition to concurrency change management, the committee is
concerned about the JSF program’s lack of progress in software de-
velopment. The most recent Selected Acquisition Report for this
program identified this issue as “a significant area of focus,” Chal-
lenges facing efforts to develop and integrate software Block 1B
and Block 2A appear to be affecting the successful delivery of Block
2B capability. While the program has built capacity in the inte-
grated master schedule for discovering and dealing with problems
in the development of Blocks 2 and 3, the potential cascading effect
of failures to deliver software capability on the balance of a major
developmental program like JSF can be particularly pernicious.

The committee, therefore, believes that the contracting strategy
for this program should target improved performance in the devel-
opment of software to ensure that the Block 2A schedule will be
met. To ensure the dependable delivery of needed software capa-
bility, the Joint Program Office (JPO) and the prime contractor
must work collaboratively to properly assess software maturity for
readiness to proceed to flight-testing and for production-release;
provide for sufficient schedule capacity to support the production
and delivery of unscheduled software builds; move towards auto-
matically generated, data-driven capability maturity metrics across
the entire air-system; and structure the program’s management of
software development to enable premeditated trades among capa-
bility, cost, and schedule.

The committee is similarly concerned about production quality
and whether it is sufficient to ensure the delivery of JSF aircraft
to the U.S. and its allies at an affordable price. The average rate
of scrap, rework, and repair at the prime contractor’s main manu-
facturing facility from 2009 through the first 2 months of 2012
gives rise to concern. Inattention to production quality also appears
to have contributed to discovery of a potentially serious issue with
an aperture on the aircraft critical to its electronic warfare capa-
bility. While the full extent of this problem is presently unknown,
it underscores the fact that DOD and the contractor team must rig-
orously manage production quality.

With the foregoing in mind, the committee is hopeful about an
approach that DOD has taken to try to address some of the issues
described above. Under this approach, called a “development dial”
or “dial-up” approach, DOD would modulate its purchase of future
aircraft for which funding has been authorized and appropriated
based on how the prime contractor performs in the areas of con-
currency risk reduction, software development, flight-testing, and
durability.

While the committee believe this approach holds merit, it also be-
lieves that the approach’s success in incentivizing desired con-
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tractor performance will require that DOD identify a very clear,
specific, and realistically achievable set of performance criteria up-
front. The specificity of these criteria should be sufficient to convey
to the prime contractor what constitutes desired performance and
how its performance, once rendered, would be assessed. The com-
mittee directs DOD to provide these criteria to the congressional
defense committees before they are actually implemented so that
the committees may assess their efficacy.

Paladin integrated management program

The committee has observed over many years and programs that
the challenges of development, testing, production, and fielding
schedules must be carefully estimated and tradeoffs managed to
avoid increasing risk and cost to the overall program. In the case
of the Paladin Integrated Management (PIM) program, however,
the committee recognizes the potential to accelerate elements of the
development and production schedules that could result in the ear-
lier delivery of improved artillery capability to the Army. According
to the Army’s current production schedule, the PIM program will
receive a Milestone C decision in June 2013, and a full-rate produc-
tion decision in January 2017. The committee is aware that the
Army is conducting a business case analysis to identify and assess
options with respect to the cost effectiveness of the program’s
schedule, the health and readiness of the industrial base, and op-
portunities, if any, to accelerate development, production, and field-
ing of this system.

The committee directs the Secretary of the Army to submit a re-
port to the congressional defense committees within 30 days of the
completion of the business case analysis. The report shall include
delineation and an assessment of feasible and affordable courses of
action that includes contract and accelerated schedule options and
a detailed explanation of any program decisions that result from
the business case analysis.

Rotary-wing planning tools

The committee is aware that the Army has no documented re-
quirement for a rotary wing performance mission planning tool but
that a variety of tools and capabilities are available that could in-
crease the safety and effectiveness of helicopter operations. The
committee directs the Secretary of the Army to provide a briefing
and corresponding data to the congressional defense committees by
January 31, 2013, assessing the Army’s current helicopter oper-
ations mission planning tools and capabilities, and efforts to de-
velop or acquire such capabilities if required, suitable, effective,
and affordable.

Summary of discretionary authorizations and budget impli-
cation

The administration’s budget request for national defense discre-
tionary programs within the jurisdiction of the Senate Committee
on Armed Services for fiscal year 2013 was $631.6 billion. Of this
amount, $525.3 billion was requested for base Department of De-
fense programs, $88.5 billion was requested for overseas contin-
gency operations, and $17.8 billion was requested for national secu-
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rity programs in the Department of Energy and the Defense Nu-
clear Facilities Safety Board.

The bill authorizes $631.4 billion in fiscal year 2013, including
$525.8 billion for base Department of Defense programs, $88.2 bil-
lion for overseas contingency operations, and $17.3 billion for na-
tional security programs in the Department of Energy and the De-
fense Nuclear Facilities Safety Board.

The administration’s fiscal year 2013 budget for national defense
also included discretionary programs outside the jurisdiction of the
Senate Committee on Armed Services, discretionary programs that
do not require further authorization, and mandatory programs that
are in current law. When these programs are added to the adminis-
tration’s budget the request for national defense totaled $646.7 bil-
lion.

The following two tables summarize the direct authorizations
and the equivalent budget authority levels for fiscal year 2013 de-
fense programs. The first table summarizes committee action on
the authorizations within the jurisdiction of this committee. It in-
cludes the authorization for spending from the trust fund of the
Armed Forces Retirement Home which is outside the national de-
fense budget function. The second table summarizes the total budg-
et authority implication for national defense by adding funding for
items that are not within the jurisdiction of this committee or do
not require an annual authorization.

Use of advance procurement for major systems

The Department of Defense (DOD) has traditionally requested
advance procurement funding to support the efficient procurement
and production rates for significant annual buys and multiyear
purchases of weapon systems and equipment. The fiscal year 2012
budget request did not include any advance procurement funding
for C-130J aircraft the Air Force intended to purchase in fiscal
year 2013. However, Congress added $120.0 million for this pur-
pose in the Consolidated Appropriations Act, 2012 (Public Law
112-74), based on information that such advance procurement
would reduce overall costs of the program.

In the fiscal year 2013 budget request, the Air Force again failed
to ask for advance procurement funding for the 27 HC/MC/AC-
130J aircraft the Department intends to purchase in fiscal year
2014. In responding to questions from the committee last year,
DOD indicated that adding advance procurement funding for C-
130dJ aircraft in fiscal year 2012 could result in net savings to the
government. Also, internal Air Force documents asserted that fail-
ure to include advance procurement funding would result in in-
creased unit cost and delayed delivery of aircraft to the warfighter.

The committee believes that DOD should apply traditional ad-
vance procurement funding practices consistently across all DOD
aircraft procurement programs, particularly when having advance
procurement funding would result in more efficient production and
lower costs. The committee expects that DOD will explain the ra-
tionale for any departure from the normal practice of providing ad-
vance procurement funding, including why such a departure is
more efficient or more effective.
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U.S. Special Operations Command Budget line items

The committee notes that in recent years the number of budget
line items associated with U.S. Special Operations Command
(USSOCOM) research and development and procurement activities
has grown. The committee believes adequate fidelity in
USSOCOM’s budget justification documents is critical to perform-
ance of its oversight responsibilities. However, the committee also
understands that congressionally imposed reprogramming thresh-
olds may, in some cases, have a disparate impact on USSOCOM as
compared to the military departments because of the number of
relatively small USSOCOM budget line items, thereby reducing
USSOCOM’s budget flexibility to meet command requirements. The
committee would welcome a proposal from USSOCOM to address
this issue by consolidating appropriate budget line items in future
years, while providing equal or better fidelity in the budget jus-
tification documents to the congressional defense committees.



TITLE II—RESEARCH, DEVELOPMENT, TEST,
AND EVALUATION

Subtitle A—Authorization of Appropriations

Authorization of appropriations (sec. 201)

The committee recommends a provision that would authorize ap-
propriations for research, development, test, and evaluation activi-
ties at the levels identified in section 4201 of division D of this Act.

Subtitle B—Program Requirements, Restrictions, and
Limitations

Next Generation Foundry for the Defense Microelectronics
Activity (sec. 211)

The committee recommends a provision that would prohibit the
Department of Defense from executing any funds in PE 603720S
for the 90 nanometer Next Generation Foundry until 60 days after
the Department delivers to the congressional defense committees a
defense microelectronics strategy and a full life cycle cost estimate
of the Defense Microelectronics Activity’s Next Generation Found-
ry. This strategy, as well as the committee’s recommendation to de-
crease funds available in this program element, are described else-
where in this report.

Advanced rotorcraft initiative (sec. 212)

The committee recommends a provision that would direct the
Under Secretary of Defense for Acquisition, Technology, and Logis-
tics (USD(AT&L)) to develop and submit a strategy to the congres-
sional defense committees no later than 180 days after the enact-
ment of this Act on the use of integrated platform design teams
and agile prototyping approaches for the development of advanced
rotorcraft capabilities.

The committee notes that the Department of Defense (DOD) has
recently stated that increasing prototyping of advanced technology
capabilities is a potential approach to be able to keep the technical
expertise of the defense industrial base exercised in a reduced
budgetary environment. With declining budgets leading to reduced
numbers of acquisition programs and quantities of weapon sys-
tems, it is crucial that design experience and skills in the various
sectors of the defense industrial base be preserved. These skills are
important not only to be readily available when the Department re-
quires them, but the ability to sustain and pass these skills on to
successive generations of engineers is intertwined intimately with
the challenges of attracting and retaining the best and brightest
engineers and technicians to work in both the public and private
sectors of the national security enterprise. Such talent will not be

(37)
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recruited or retained without the key attraction of multiple oppor-
tunities for very challenging work over the course of one’s profes-
sional career.

One of the key challenges facing the defense industrial base
today is that the design and development cycles of major defense
acquisition programs (MDAP) are so protracted. The skills typically
acquired and honed through multiple design cycles are not being
adequately learned. The result is that many of the MDAPs are be-
hind schedule and above cost because the design and development
teams are actually doing “on the job training”. Such a situation is
far from acceptable, and hence the acknowledgement that the DOD
needs to develop a comprehensive strategy identifying and growing
integrated platform design teams. Providing these teams the oppor-
tunity to exercise their skills in a series of relatively frequent
prototyping activities is long overdue.

The Department needs to go beyond the rhetoric of occasional
speeches and needs to undertake a serious effort to develop a com-
prehensive strategy that encompasses elements within USD(AT&L)
including the Assistant Secretary of Defense for Research and En-
gineering (ASD(R&E)) and the Deputy Assistant Secretary of De-
fense for Manufacturing and Industrial Base Policy, as well as the
services. Two key elements that must be addressed in such a strat-
egy are integrated platform design teams and agile prototyping ac-
tivities.

Depending upon the defense industrial base sector, integrated
platform design teams should be viewed as critical national assets.
They can provide the capability to quickly develop and field revolu-
tionary defense capabilities. These teams are small, by nature,
typically consisting of an engineering and design core of less than
50 people. This core group is prized for its cross-disciplinary na-
ture, breadth of knowledge, and past experience with successfully
shepherding defense products all the way from concept to initial
fielding.

As demonstrated in the “golden age” of aerospace development,
integrated platform design teams were most effectively built and
managed by running complex, integrated development projects in
rapid succession, preferably with 1-4 year timelines. The most ef-
fective projects involved complex, integrated systems or platforms
(such as complete aircraft), which also drove advancement of sub-
systems and component technologies beyond what was available
off-the-shelf commercially.

Closing the design-to-initial operations cycle is essential to build-
ing and maintaining design capabilities. The successful core design
team is typically surrounded by talented technicians and operators.
In this manner, engineering, manufacturing, testing, and oper-
ations capabilities are tightly integrated without organizational or
communications barriers. The close interactions between these var-
ious areas of expertise promote design validation through real-
world operational experimentation.

Lastly, it is imperative that the core engineers work under
streamlined management, driven to motivate and empower the
team. To foster rapid technological advances, the team must be
granted significant requirements leeway and be insulated from ex-
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cessive pressures of process, thus focusing entirely on time and
cost-effective development and fielding.

In the absence of sufficient new major defense acquisition pro-
grams, a mechanism to keep integrated platform design teams ex-
ercised is the use of agile prototyping. This concept, sometimes re-
ferred to as exploratory development, is a framework to ensure that
rapid, higher risk technology development can continue without the
linkages to formal requirements and the attendant commitment to
production and a formal acquisition program. In the historical par-
lance of aeronautics, X-planes have been the classic example. The
point of such technology development activities is not to produce
systems that have a formal operational requirement, but to create
technology options and reduce technical risk for whenever formal
operational and programmatic requirements emerge in the future.

One area of the defense industrial base that has not seen signifi-
cant new innovations is rotorcraft. Over the last decade, rotorcraft
have been crucial in our war fighting operations. The committee
believes that among the various defense industrial base sectors, the
preservation of integrated platform design teams and the use of
agile prototyping is most needed in this sector. The committee ob-
serves that it has been over 2 decades since the last completely
new DOD rotorcraft, the V-22 Osprey, was developed.

Last year, the committee expressed its views on the state of
DOD’s rotorcraft science and technology (S&T) activities in its re-
port. The committee continues to express concern over the overall
state of DOD’s rotorcraft S&T programs. Specifically, the com-
mittee strongly believes that the DOD is not engaging to the max-
imum possible extent in a coordinated fashion with its limited re-
sources with the broadest range of industry and academia to foster
innovative concepts for the next-generation of rotorcraft. The com-
mittee acknowledges the efforts that the ASD(R&E) is taking to co-
ordinate the DOD’s rotorcraft S&T activities, primarily by the
Army, and its claims that it is making progress on the S&T plan
in the Future Vertical Lift (FVL) Strategic Plan.

USD(AT&L)’s Vertical Lift Consortium (VLC)—self-formed by in-
dustry over 2 years ago—is not being exercised adequately by the
services. The VLC is an open and competitive forum that leverages
all sectors of the vertical lift community to encourage teaming of
innovative small business and non-traditional contractors with
major defense firms and academia. The VLC is contracted with the
DOD through the establishment of an Other Transaction Authority
(OTA). The OTA allows the formation of competitive teams to rap-
idly develop and flight demonstrate innovative vertical lift tech-
nologies that address capability gaps identified in the DOD FVL
Strategic Plan such as performance, survivability, and affordability.
The committee understands the DOD is completing an overdue re-
port on the VLC that was called for by the Committee on Armed
Services of the House of Representatives last year that was due
April 1, 2012.

The Army is pursuing its Joint Multi-role (JMR) development
program—without funding from other services. Absent further
funding, current plans envision only one technology demonstrator
in the 2017-2020 timeframe and initial fielding of a platform in the
2030 timeframe. The committee is concerned that only a single
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technology demonstrator will fly and that pressures will be such
that this vehicle will ultimately turn into the platform for the pro-
gram of record—thus suppressing a truly competitive process for
innovative concepts. Furthermore, the committee strongly urges
that the Army develop Technology Capability Enabled Demonstra-
tions, as it has for soldier-centric technologies, for advancing rotor-
craft capabilities.

In addition, the Defense Advanced Research Projects Agency
(DARPA) has launched an X-Plane Rotorcraft program in fiscal
year 2013 and it remains to be seen what this program will lead
to. The committee strongly urges DARPA to structure its X-Plane
Rotorcraft program to develop specific performance steps beyond
the Army’s desired attributes for platforms under the JMR pro-
gram. DARPA should also consider expanding its X-Plane Rotor-
craft program to provide for at least two competing teams. In addi-
tion, the committee urges DARPA to investigate how advances that
it is making in advanced manufacturing can be applicable to the
rotorcraft sector.

Given the situation depicted above, the committee directs that
the USD(AT&L), working with the services and DARPA, develop
and submit to the congressional defense committees a strategy that
will address measures that DOD will take to retain—and where ap-
propriate—develop, integrated platform design teams. Given the
complexity of this problem, this strategy shall focus initially on the
rotorcraft sector. The strategy shall also address how agile proto-
typing practices and programs can be established, including rotor-
craft X-planes, and what level of resources would be required. The
strategy should consider possibly restructuring the Army’s JMR
program to include more technology demonstration platforms with
challenge goals of significant reductions in cost and time to flight.

Lastly, the strategy should also address how other innovative ap-
proaches such as competitive prize awards can be applied. The
committee found it disappointing that in a report by the Office of
Science and Technology Policy, dated March 2012, “Implementation
of Federal Prize Authority: Progress Report”, there was only one
example of DOD using this prize authority. The strategy should ad-
dress how prizes could be potentially used to address some chal-
lenge problems, primarily for unmanned rotorcraft, such as: nap-of-
earth automated flight, urban operation near buildings, slope land-
ings, automated autorotation or power-off recovery, and automated
selection of landing areas.

In the development of this strategy, the committee directs the
USD(AT&L) to work with the VLC for their inputs and to consider
both manned and unmanned rotorcraft across the broad range of
DOD missions.

Transfer of certain fiscal year 2012 Navy research, develop-
ment, test, and evaluation funds (sec. 213)

The committee recommends a provision that would permit the
Secretary of the Navy to use, subject to appropriations, prior year
funds that have been made available from program cancellations
reflected in the fiscal 2013 budget request. The funds available
from cancellations are as follows:
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Recommended Amount

Program (Dollars in millions)

Medium-range Maritime Unmanned Aerial System $8.8

Total $8.8

Authority for Department of Defense laboratories to enter
into education partnerships with educational institu-
tions in United States territories and possessions (sec.
214)

The committee recommends a provision, based upon a Depart-
ment of Defense legislative proposal, that would authorize the di-
rectors of defense laboratories to enter into education partnership
agreements with educational institutions in United States terri-
tories and possessions. Currently, a defense laboratory can only
enter into an education partnership with educational institutions
in the 50 states and the District of Columbia.

This provision will increase opportunities for defense laboratories
to interact with additional educational institutions to further
science, technology, engineering, and mathematics objectives. In
addition, this provision would provide a potential opportunity for
educational institutions in the U.S. territories and possessions to
contribute to the national defense through a partnership with a De-
partment of Defense laboratory.

Transfer of certain fiscal year 2012 Air Force research, de-
velopment, test, and evaluation funds (sec. 215)

The committee recommends a provision that would permit the
Secretary of the Air Force to use, subject to appropriations, prior
year funds that have been made available from program cancella-
tions reflected in the fiscal 2013 budget request. The funds avail-
able from cancellations are as follows:

Recommended Amount

Program (Dollars in millions)

C—-130 avionics modernization program $6.5
Miniature air-launched decoy, phase Il 79
RQ-4 Global Hawk Block 30 64.0

Total $78.4

Subtitle C—Missile Defense Matters

Homeland ballistic missile defense (sec. 231)

The committee recommends a provision that would express the
sense of Congress on homeland ballistic missile defense, and would
require a report on the status of efforts to improve the homeland
defense capability of the United States.

The committee notes that the first policy priority described in the
February 2010 Ballistic Missile Defense Review is to continue pro-
viding homeland ballistic missile defense against the potential fu-
ture threat of limited ballistic missile attack from nations such as
North Korea and Iran. The currently deployed Ground-based Mid-
course Defense (GMD) system, with 30 Ground-Based Interceptors
deployed in Alaska and California, provides protection of the
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United States against such future threats. This policy relies on two
approaches: 1) improving the reliability and performance of the
GMD system, particularly its Ground-Based Interceptors; and 2)
taking prudent steps to hedge against the possibility that the
threat might grow faster or larger than anticipated. The Depart-
ment of Defense is taking significant steps on both approaches. The
provision would require the Department to report on the steps it
is taking on both approaches, including the results of its efforts to
demonstrate in flight testing the correction to the problem that
caused the GMD flight test failure of December 2010.

Regional ballistic missile defense (sec. 232)

The committee recommends a provision that would express the
sense of Congress on regional ballistic missile defense, and would
require a report on the European Phased Adaptive Approach to
missile defense and other regional missile defense efforts of the
United States.

The committee notes that the threat to forward-deployed U.S.
forces, allies and partners from regional ballistic missiles, particu-
larly from Iran and North Korea, is serious and growing rapidly.
Consequently, the Department of Defense has “made defending
against near-term regional threats a top priority in our missile de-
fense plans, programs and capabilities,” as Secretary of Defense
Robert Gates stated in the Ballistic Missile Defense Review of Feb-
ruary 2010.

The committee believes the Department of Defense has an obli-
gation to provide force protection to forward-deployed U.S. forces,
assets, and facilities, and to defend allies, from the threat of re-
gional ballistic missile attack. The Department is implementing a
set of programs and efforts to enhance U.S. and allied capabilities
to defend against such regional ballistic missiles, especially against
Iran and North Korea. These efforts, which include the European
Phased Adaptive Approach to missile defense and similar phased
and adaptive efforts tailored to the Middle East and the Asia-Pa-
cific region, are essential to providing force protection for our de-
ployed forces. These efforts are balanced with programs to enhance
homeland defense, and are designed to meet the integrated missile
defense priorities of the geographic combatant commands. Some of
the regional missile defense capabilities, such as forward-deployed
AN/TPY-2 missile defense radars in Japan and Turkey, and devel-
opment of the Standard Missile-3 Block IIB interceptor missile, are
intended to enhance homeland defense.

The Department also has numerous programs of cooperation
with international partners to improve regional missile defense ca-
pabilities, including our North Atlantic Treaty Organization allies,
Israel, and Japan, among others. The committee supports these re-
gional missile defense programs and partnerships, and believes
they are an important component of regional security and stability.

Missile defense cooperation with Russia (sec. 233)

The committee recommends a provision that would express the
sense of Congress in support of efforts of the United States to pur-
sue missile defense cooperation with Russia that would enhance
the security of the United States, its North Atlantic Treaty Organi-
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zation (NATO) allies, and Russia, particularly against missile
threats from Iran. The provision states that the United States
should pursue such cooperation in a manner that does not in any
way limit United States missile defenses and that ensures the pro-
tection of United States classified information. The provision also
states the view that the United States should not provide Russia
with sensitive missile defense information that would in any way
compromise United States national security, including “hit-to-kill”
technology and interceptor telemetry.

The committee notes that, for more than a decade, the United
States has been pursuing and discussing, cooperation with Russia
on shared early warning and ballistic missile defense issues. Con-
gress has supported such efforts, and section 221 of the Ike Skelton
National Defense Authorization Act for Fiscal Year 2011 (Public
Law 111-383) states the sense of Congress “to support the efforts
of the United States government and the North Atlantic Treaty Or-
ganization to pursue cooperation with the Russian Federation on
ballistic missile defense relative to Iranian missile threats.”

In addition to United States bilateral efforts with Russia on mis-
sile defense cooperation, NATO has undertaken efforts to seek such
cooperation with Russia. At the Lisbon Summit in November 2010,
NATO committed to “actively seek cooperation on missile defense
with Russia,” and declared that “NATO-Russia cooperation is of
strategic importance,” and that “the security of the North Atlantic
Treaty Organization and Russia is intertwined.”

The committee believes that missile defense cooperation with
Russia could enhance the security of the United States, and could
send a strong signal to Iran that the United States and Russia are
joined in their opposition to Iran’s nuclear and missile programs.
The committee commends the administration for seeking such co-
operation, and for its commitment to take the steps necessary to
ensure that United States information is adequately safeguarded,
including its commitment to “not provide Russia with sensitive in-
formation that would in any way compromise our national security,
including hit-to-kill technology and interceptor telemetry,” as stat-
ed by Robert Nabors, Assistant to the President and Director of the
Office of Legislative Affairs in a letter dated April 13, 2012.

Next-generation Exo-atmospheric Kill Vehicle (sec. 234)

The committee recommends a provision that would require the
Director of the Missile Defense Agency to develop a long-term plan
for the Exo-atmospheric Kill Vehicle (EKV) that addresses both
modifications and enhancements to the current EKV and options
for the competitive development of a next-generation EKV for the
Ground-Based Interceptor of the Ground-Based Midcourse Defense
system and any other interceptor that might be developed for the
defense of the United States against long-range ballistic missiles.
The provision would also require the Director to submit a report to
Congress setting forth the plan and an estimate of the cost and
schedule of implementing the plan.
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Modernization of the Patriot air and missile defense system
(sec. 235)

The committee recommends a provision that would require the
Secretary of the Army to submit to the congressional
defensecommittees a plan for support of requirements in connection
with the modernization of the Patriot air and missile defense sys-
tem. The plan would also include an assessment of the integrated
air and missile defense capabilities required to meet the demands
of evolving and emerging threats, and a plan for achieving reduc-
tions in the life cycle cost of the Patriot system.

Medium Extended Air Defense System (sec. 236)

The committee recommends a provision that would prohibit the
obligation or expenditure of fiscal year 2013 funds for the Medium
Extended Air Defense System (MEADS).

Section 235 of the National Defense Authorization Act for Fiscal
Year 2012 (Public Law 112-81) limited the obligation or expendi-
ture of more than 25 percent of the fiscal year 2012 funds author-
ized for MEADS until the Department of Defense submitted to the
congressional defense committees a plan to use such funds as final
obligations for the MEADS program. The Department submitted
that plan in April 2012, as described elsewhere in this report.

Although the budget request included $400.9 million for the
MEADS program, the committee believes it would be inconsistent
with section 235 to authorize additional funds for MEADS, or to
allow additional funds to be obligated or expended for MEADS.

The committee is aware that additional funding would be needed
for the Army to continue providing security and technology transfer
support for sensitive MEADS-related technology and equipment
furnished by the United States to Germany and Italy on a tem-
porary basis, in the event Germany and Italy choose to proceed
without the United States for an additional year of MEADS design
and development.

The committee understands the importance of ensuring the nec-
essary security and technology transfer support for this sensitive
technology and equipment until it is returned to the United States,
and does not intend to hinder the ability of the Army to provide
such security.

The committee directs the Secretary of the Army to provide the
committee, within 30 days after the enactment of this Act, a re-
vised estimate as to how much it would cost for the United States
MEADS National Program Office to provide appropriate oversight
and security of the sensitive U.S. Government Furnished Equip-
ment (GFE) relative to the program. The committee further directs
the Secretary to provide the committee with a plan for how the
Army intends to budget for these costs through fiscal year 2013 uti-
lizing funds authorized and appropriated in fiscal year 2012.

The committee is aware of the possibility that additional legisla-
tive authority may be necessary to permit the Army to ensure con-
tinued security and technology transfer support for the sensitive
GFE. The committee directs the Army to provide the committee
with any views on this matter on an expedited basis, to permit
early committee consideration of such views.
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Availability of funds for Iron Dome short-range rocket de-
fense program (sec. 237)

The committee recommends a provision that would authorize the
Secretary of Defense to provide up to $210.0 million in fiscal year
2013 funds to the Government of Israel for the Iron Dome short-
range rocket defense system.

After the budget request was submitted, the Department of De-
fense announced it would submit a request for additional funding
to provide to the Government of Israel to procure additional Iron
Dome short-range rocket defense systems. Although the Depart-
ment has not yet submitted the request, the committee under-
stands that the fiscal year 2013 funding request will be for $210.0
million. The committee is aware of reports that the request being
considered by the Department could include funding of as much as
$680.0 million over multiple fiscal years, including fiscal year 2013.
The committee looks forward to receiving the Department’s re-
quest, and to continuing its support for Israel’s missile defense pro-
grams, as described elsewhere in this report.

The committee notes that Israel has recently come under fire
from short-range rockets from the Gaza strip. Israel currently has
three operational Iron Dome batteries, and a fourth battery near-
ing deployment. However, these existing batteries do not provide
adequate protection for the populated areas in Israel within range
of short-range rocket attacks. The funding authorized in the provi-
sion would permit Israel to acquire additional Iron Dome systems
to provide protection for more of its population against recurring
short-range rocket attacks.

Subtitle D—Reports

Mission packages for the littoral combat ship (sec. 251)

The committee recommends a provision that would require the
Secretary of the Navy to produce a report, in consultation with the
Director of Operational Test and Evaluation, on the mine counter-
measures warfare, antisubmarine warfare, and surface warfare
mission packages for the Littoral Combat Ship (LCS).

The Secretary’s report would be required, at a minimum, to set
forth the following:

(1) A plan for the Mission Packages demonstrating that Pre-
liminary Design Review for every capability increment pre-
cedes Milestone B or equivalent approval for that increment;

(2) A plan for demonstrating that the capability increment
for each Mission Package, combined with a Littoral Combat
Ship, on the basis of a Preliminary Design Review and post-
Preliminary Design Review assessment, will achieve the capa-
bility specified for that increment; and

(3) A plan for demonstrating the survivability and lethality
of the Littoral Combat Ship with its Mission Packages suffi-
ciently early in the development phase of the system to mini-
mize costs of concurrency.

The committee remains concerned about this program’s ability to
deliver combat-ready LCS when our sailors need them in support
of worldwide maritime operations. The development and fielding of
these mission module capabilities will require the Navy to field a
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range of 24 critical technologies, including sensors, vehicles, and
weapons. In addition, there have been perturbations in the objec-
tive systems to be deployed in the mission modules, as the Navy
is replacing some items because of poor performance or increasing
costs. All of this argues for pursuing the regular order in defining,
developing, testing, and fielding incremental improvements in ca-
pability for the LCS. This provision will make it clear that the
Navy should follow a regular, transparent process in managing the
mission module program.

Comptroller General of the United States annual reports on
the acquisition program for the Amphibious Combat Ve-
hicle (sec. 252)

The committee recommends a provision that would require the
Comptroller General to conduct an annual review of the Marine
Corps Amphibious Combat Vehicle acquisition program, and to
submit a report to the congressional defense committees by March
15 of each year, from 2013 until the award of the first contract for
full rate production. Where appropriate and feasible, each report
shall assess whether the program is meeting cost, schedule, per-
formance, and risk mitigation goals; the progress and results of de-
velopmental and operational testing and plans to correct any short-
comings in vehicle performance, operational effectiveness, reli-
ability, suitability, and safety; the procurement plans, production
results, and efforts to improve manufacturing efficiency and sup-
plier performance; the acquisition strategy, including whether it
complies with acquisition management best practices and the ac-
quisition policies and regulations of the Department of Defense;
and, the risks reflected in the integrated master schedule and test
and evaluation master plan related to probability of success, fund-
ing required for the vehicle compared to funding programmed, and
development and production concurrency. In addition, the first re-
port shall assess the sufficiency and objectivity of the analysis of
alternatives, the initial capabilities document, and the capability
development document.

While the committee fully supports the Marine Corps’ efforts to
develop and field a capable replacement for its Vietnam-era Assault
Amphibious Vehicle, the committee is mindful of the cost increases,
schedule delays, and performance problems associated with the
Marine Corps’ last attempt to develop such a replacement under
the cancelled Expeditionary Fighting Vehicle program. Given the
importance of the Amphibious Combat Vehicle, the committee in-
tends to subject the program to continuing and robust oversight.

Conditional requirement for report on amphibious assault
vehicles for the Marine Corps (sec. 253)

The committee recommends a provision that would require the
Secretary of the Navy and the Commandant of the Marine Corps
to jointly submit to the congressional defense committees a report
by February 1, 2013, if the ongoing Marine Corps ground combat
vehicle fleet mix study recommends the acquisition of a Marine
Personnel Carrier (MPC). The report would include an explanation
of the role of the MPC in fulfilling the two Marine Expeditionary
Brigades (MEB) forcible entry requirement; the fraction of the as-
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sault echelon of the MEBs comprised of MPCs, along with an as-
sessment of the operational risks associated with using ship-to-
shore connectors to ferry MPCs rather than tanks and artillery;
and an estimate of the acquisition and life cycle costs of a split fleet
of Amphibious Combat Vehicles and MPCs as compared to the
costs of a pure fleet of Amphibious Combat Vehicles.

Subtitle E—Other Matters

Transfer of administration of Ocean Research and Re-
sources Advisory Panel from Department of the Navy to
National Oceanic and Atmospheric Administration (sec.
271)

The committee recommends a provision, based upon a Depart-
ment of Defense legislative proposal, that would transfer responsi-
bility for administration of the Ocean Research Advisory Panel
(ORAP) from the Department of the Navy to the National Oceanic
and Atmospheric Administration of the Department of Commerce.
This change would allow the functions of the ORAP to be aligned
more appropriately to address the full range of ocean, coastal, and
Great Lakes policy issues.

Budget Items
Army

Medium Extended Air Defense System

The budget request included $400.9 million in PE 64869A for de-
velopment of the Medium Extended Air Defense System (MEADS).
Under the tri-national (United States, Germany and Italy) Memo-
randum of Understanding (MOU) on development of MEADS, the
Department of Defense is obligated to seek fiscal year 2013 con-
gressional funding for the MEADS program as the final increment
of U.S. funding.

The committee notes that section 235 of the National Defense
Authorization Act for Fiscal Year 2012 (Public Law 112-81), lim-
ited the obligation or expenditure of more than 25 percent of the
fiscal year 2012 funds for MEADS until the Department submits
a plan to use such funds as final obligations under the MEADS
program for either: (1) implementing a restructured program of re-
duced scope; or (2) contract termination liability costs with respect
to the contracts covering the program. In keeping with section 235
of that Act, the committee recommends a reduction of $400.9 mil-
lion in PE 64869A, the entire amount of the budget request for con-
tinued development of the MEADS program.

On April 26, 2012, the Department of Defense submitted a report
to the congressional defense committees with the plan required by
section 235. The Department reported that it plans to “use the FY
[fiscal year] 2012 funds as final obligations to implement a restruc-
tured program of reduced scope.” In accordance with section 235,
Department of Defense officials proposed options to their German
and Italian counterparts for reducing the scope of the MEADS
Proof of Concept program, but the partner governments did not
agree to the Department’s proposals. The report noted that “[a]ll
three MEADS Participants must reach unanimous agreement be-
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fore the Proof of Concept can be amended or the prime contract can
be terminated.”

The Department’s report also noted that, “[ilf Congress does not
appropriate FY 2013 funding, the U.S. DOD [Department of De-
fense] would take the position that the FY 2012 funds represent
the U.S. DOD’s final financial contribution under the MOU. The
U.S. DOD would also take the position that failure to provide FY
2013 funding would not be a unilateral withdrawal from the MOU,
with reference to the MOU’s provision subjecting Participants’ ac-
tivities under the MOU ‘to the availability of funds appropriated
for such purposes.”” In January 2012, Acting Under Secretary of
Defense for Acquisition, Technology, and Logistics, Frank Kendall,
informed his German and Italian counterparts that, “it is very un-
likely that Congress will authorize and appropriate any U.S. FY
2013 funds for MEADS.” Given that the U.S. responsibility under
the MEADS MOU is made “subject to the availability of funds ap-
propriated for the purposes of carrying out MEADS activities,” and
that the United States is not withdrawing unilaterally from the
MOU, the committee urges the Department to continue its efforts
to reach agreement with its German and Italian partners on a plan
to restructure the MEADS program further to reduce its scope,
using fiscal year 2012 funds as the final U.S. obligations for the
program.

Improved turbine engine program

The budget request included $72.3 million in PE 23744A for the
Improved Turbine Engine Program (ITEP). The committee notes
that the fiscal year 2013 request assumed contract award for engi-
neering and manufacturing development would occur in fiscal year
2012. The program is delayed, however, and contract award is not
anticipated until fiscal 2014. The committee recommends a de-
crease of $54.0 million in PE 23744A for ITEP.

The committee also notes that the Army’s ITEP strategy includes
dual vendor competitive development through milestone C. The
committee supports competition in technology development and en-
courages the Army to take advantage of the capability and interest
of multiple helicopter engine developers through competitive proto-

typing.
Air Force

Next generation aerial refueling aircraft

The budget request included $1,815.6 million to continue devel-
opment of the KC—46A, the next-generation aerial refueling air-
craft.

The program office received fiscal year 2010 and fiscal year 2011
Tanker Replacement Transfer Fund (TRTF) funds in fiscal year
2011 that provided $135.0 million more research, development,
test, and evaluation (RDT&E) funding than the Air Force believed
it needed during that period. The Department of the Air Force ap-
plied $47.9 million of the $135.0 million to small business innova-
tion research activities, leaving $87.1 million of the $135.0 million
in excess fiscal year 2011 funding available to cover fiscal year
2012 activities. Since Congress already provided full funding of the
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fiscal year 2012 requirement, the Department could apply $87.1
million in fiscal year 2012 funds against fiscal year 2013 funding
requirements. Therefore, the committee recommends a reduction of
$87.1 million in the budget request for the KC-46A EMD program.

Defense-wide

Special Operations/Low Intensity Conflict Advanced Devel-
opment and Combatting Terrorism Technology Support

The budget request includes $77.1 million in PE 603122D8Z for
Combatting Terrorism Technology Support (CTTS) and $26.3 mil-
lion in PE 603121 for Special Operations/Low Intensity Conflict
(SO/LIC) Advanced Development. The budget lines fund a broad
spectrum of technology development ranging from chemical, biologi-
cal, radiological, and nuclear countermeasures; to explosives detec-
tion and improvised explosive device (IED) defeat; to special recon-
naissance capabilities; to decision, planning, and analytical tools; to
irregular warfare support—all for various interagency customers.

The committee is concerned that a significant portion of these ac-
tivities appear to overlap or exist in a non-coordinated fashion with
activities under the Joint IED Defeat Organization (JIEDDO), U.S.
Special Operations Command (USSOCOM), the military depart-
ments, and other Department of Defense (DOD) agencies. Further-
more, it is not clear what transition mechanisms are in place to en-
sure technologies developed under these activities have an endur-
ing impact on the capabilities of the special operations or general
purpose forces.

The committee also notes that the new defense strategic guid-
ance highlights Counter Terrorism and Irregular Warfare (CT &
IW) as the first of 10 mission areas for the Joint Force. The com-
mittee feels that of all the activities in these two budget lines, the
CT & IW area does not have significant funding in other DOD or-
ganizations and hence is most appropriate for funding in the CTTS
and SO/LIC budget lines.

The committee directs the Assistant Secretary of Defense for
Special Operations and Low Intensity Conflict, in coordination with
the Commander of USSOCOM and the Director of JIEDDO, to sub-
mit to the congressional defense committees not later than 90 days
after enactment of this Act, a report that: (1) describes and as-
sesses the effectiveness of the coordination mechanisms in place to
avoid duplication of efforts funded by these two budget lines and
other relevant defense entities, including JTEDDO and USSOCOM;
(2) outlines the differences between technologies funded by the
CTTS and SO/LIC budget lines and other relevant defense entities,
including JTIEDDO and SOCOM; (3) provides a listing of which
technologies have successfully transitioned to the services and
USSOCOM; and (4) describes how the CT & IW programs funded
by SO/LIC fit within the Department’s broader CT & IW strategy.

Furthermore the committee recommends a decrease of $11.3 mil-
lion from PE 603122D8Z for activities relating to counter-IED ac-
tivities, given that they appear to be duplicative of activities con-
ducted by JIEDDO.
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Industrial base innovation fund

The budget request included $22.0 million in PE 603680D8Z for
defense-wide manufacturing science and technology. The com-
mittee, along with other congressional defense committees, has
been a strong supporter of programs that sustain and advance tar-
geted sectors and capabilities of the defense industrial base. A Feb-
ruary 2006 report by the Defense Science Board regarding the De-
partment of Defense’s Manufacturing Technology Program points
out that manufacturing technology plays a critical role in address-
ing development, acquisition, and sustainment problems associated
with advanced weapons programs and recommended increased
funding in this area.

Furthermore, the 2010 Quadrennial Defense Review explicitly
stressed the importance of the defense industrial base and the De-
partment of Defense’s new strategic guidance released in January
2012, stated that the Department “will make every effort to main-
tain an adequate industrial base and our investment in science and
technology.” In addition, the administration recently announced the
formation of a national network of institutes for manufacturing in-
novation, which in part, are planned to address Department of De-
fense mission requirements.

The committee recommends an additional $30.0 million to con-
tinue the Industrial Base Innovation Fund (IBIF) program in the
above program element line. The committee directs the Deputy As-
sistant Secretary of Defense for Manufacturing and Industrial Base
Policy to continue to make competitive, merit-based investments in
manufacturing research and development that address defense in-
dustrial base shortfalls, especially those related to more urgent pro-
duction requirements and diminishing defense manufacturing
sources and material shortages, and a sustainable defense design
team base. Other areas of emphasis encouraged are those related
to the emerging fields of model-based engineering and integrated
computational materials engineering, as highlighted in a recent
National Research Council report, and new innovative technologies
being developed through public-private partnerships such as the
National Advanced Manufacturing Partnership, Connecting Amer-
ican Manufacturing, and the National Digital Engineering and
Manufacturing Consortium.

Furthermore, if the Department of Defense believes that the
IBIF is important to the sustainment of the industrial base, then
the Department should institutionalize this program with adequate
resources in future years and consider it as an important compo-
nent of its wider manufacturing and industrial base strategy, in
part, informed by its on-going “Sector-by-Sector, Tier-by-Tier” anal-
yses.

Defense microelectronics strategy and Next Generation
Foundry

The Senate report accompanying S. 1235 (S. Rept. 112-26) of the
National Defense Authorization Act for Fiscal Year 2012 directed
the Assistant Secretary of Defense for Research and Engineering to
brief the congressional defense committees by September 30, 2011,
on a microelectronics strategy that would address components in-
cluding resilient advanced microprocessors, application specific in-
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tegrated circuits, field programmable gate arrays, printed circuit
boards, photonics devices, and other related electronics components
for the next-generation of military and intelligence systems. The
committee notes that the promising field of photonics includes re-
search on devices, for example, lasers that are fully monolithically
integrated as interconnects on integrated circuits. If successful,
such devices could significantly reduce the power consumption,
weight, and cooling requirements of networks for both terrestrial
applications, as well as for weapon systems. In addition, the com-
mittee understood this strategy would also address the full spec-
trum of the supply chain including design, mask development and
inspection, fabrication, packaging and assembly, and testing. How-
ever, the committee has not received this strategy yet and is con-
cerned that the Department of Defense (DOD) is requesting $10.0
million in fiscal year 2013 for the development of a 90 nanometer
(nm) Next Generation Foundry for the Defense Microelectronics Ac-
tivity without the context of this broader strategy.

The committee fully appreciates the DOD’s need to upgrade its
fabrication capabilities for microelectronics devices that are obso-
lete and no longer produced by the commercial sector, but are still
required by its weapon systems. In addition, the committee under-
stands that developing this capability is at least a 5 year endeavor
and that if the Department delays, there may be detrimental con-
sequences in the out-years to the warfighting readiness and capa-
l(oiilities of weapon systems that rely upon outdated microelectronics

evices.

However, the committee is not satisfied that a complete life cycle
cost estimate has been conducted that accounts for the full costs of
this upgrade, including whether workforce training and/or expan-
sion is required. The committee believes that this comprehensive
planning must be completed before spending the full $10.0 million
the initial year. Hence, the committee recommends a decrease of
$3.0 million to PE 6037208 for the 90 nm Next Generation Found-
ry budget request. In addition, the committee recommends a fence
on this funding that is described elsewhere in this report.

Lastly, due to its ongoing oversight and concerns regarding the
security of the electronics supply chain, the committee expects the
defense microelectronics strategy to address linkages to the broader
policy guidance and regulations that DOD is developing for two
areas. One is related to “Trusted Systems and Networks” that ad-
dresses both the needs for procuring DOD-unique components for
well-defined mission critical systems from suppliers that are cer-
tified under Defense Microelectronics Activity’s Trusted Integrated
Circuit Suppliers program and the management of risk in the sup-
ply chain for other integrated circuit-related products. The other is
related to combating counterfeit components and the need for
“Trustworthy Suppliers” that adhere to DOD requirements and es-
tablished industry standards. The committee is expecting that
these new policies and regulations, under the umbrella of the
DOD’s Program Protection process, will identify the steps that the
DOD will take to ensure that it will procure microelectronic sys-
tems through trusted contractors and subcontractors and that po-
tential vulnerabilities due to non-domestic foundries will be ad-
dressed. The committee directs the Under Secretary of Defense for
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Acquisition, Technology, and Logistics to brief the Committees on
Armed Services of the Senate and the House of Representatives on
the status of these policies no later than December 31, 2012.

Advanced sensor applications program

The budget request included $16.9 million for the Advanced Sen-
sor Applications Program (ASAP). This represents a reduction from
a level of $18.4 million in fiscal year 2012 and reflects a general
reduction applied to a number of budget line items in an across-
the-board manner. The committee believes that this reduction,
while modest by other program standards, will cause the program
to postpone important testing and experiments. The committee be-
lieves that these efforts are too important to postpone or cancel,
and therefore, recommends an additional $2.0 million for ASAP.

U.S.-Israeli cooperative missile defense programs

The budget request included $99.8 million in PE 63913C for the
Missile Defense Agency for United States-Israeli cooperative mis-
sile defense programs, including: $10.7 million to improve the exist-
ing Arrow Weapon System; $50.9 million for continued develop-
ment of the Arrow—3 upper-tier interceptor missile, and $38.3 mil-
lion for co-development of a short-range missile defense system
called “David’s Sling.” These systems are part of Israel’s layered
defenses against missiles and rockets of different ranges, from
longer-range missiles from Iran or Syria, to short-range missiles
and large caliber rockets fired from Lebanese territory in the sum-
mer of 2006, to the very short-range rockets fired recently from
Gaza. The United States is co-managing and jointly developing
these systems to ensure that they are compatible and interoperable
with U.S. missile defense systems.

The committee recognizes that the missile threat to Israel from
ballistic missiles and rockets of varying ranges is extremely serious
and increasing, and that effective missile defenses are an essential
component of Israel’s security and regional stability. The committee
supports efforts to enhance and accelerate these systems, including
technical and schedule risk reduction, in a manner that is con-
sistent with the terms and conditions of the joint Project Agree-
ments governing the management and execution of these coopera-
tive projects.

Therefore, the committee recommends an increase of $100.0 mil-
lion in PE 63193C for U.S.-Israeli cooperative missile defense pro-
grams, including: $20.0 million to improve the Arrow Weapon Sys-
tem, $20.0 million for the Arrow—3 upper-tier interceptor program,
and $60.0 million for the David’s Sling weapon system. The com-
mittee expects that the Department of Defense will continue its ef-
forts to enhance the joint management of these programs, including
efforts to avoid excessive concurrency.

The budget request included no funds for the Israeli Iron Dome
short-range rocket defense system. However, after the budget sub-
mission the Department of Defense stated it would seek additional
funds from Congress for the United States to provide to Israel to
acquire additional Iron Dome short-range rocket defense systems.
The committee understands that the fiscal year 2013 funding re-
quest will be for $210.0 million, and recommends an additional in-



53

crease of $210.0 million in PE 63913C for the Israeli Iron Dome
system. A legislative provision that would authorize this funding is
described elsewhere in this report. The committee is aware of re-
ports that the additional request for Iron Dome funding could be
for as much as $680.0 million over multiple fiscal years, and looks
forward to receiving the Department’s request, and to continuing
its support for Israeli missile defense programs.

Department of Defense Corrosion Program shortfall

The budget request included $10.1 million for the Department of
Defense (DOD) Corrosion Program divided between Operation and
Maintenance and Research, Development, Test, and Evaluation
(RDT&E). The DOD has consistently underfunded the DOD Corro-
sion Program in fiscal years 2011, 2012, and now 2013. The DOD
Corrosion Program has identified to Congress a $41.5 million re-
quirements shortfall in RDT&E funding.

The committee remains concerned that corrosion is costly and
can have negative effects on military equipment in terms of cost,
readiness, operator and maintenance burdens, and safety. The
DOD estimates that the negative effects of corrosion cost approxi-
mately $23.0 billion in annual maintenance expenditures for weap-
on systems and infrastructure.

The committee has recommended a provision that would amend
the DOD reporting requirements to Congress by requiring addi-
tional information on corrosion projects, including validated returns
on investment for completed corrosion projects, activities, and infor-
mation on how corrosion funding is used for military projects, the
Technical Corrosion Collaboration pilot program, and other corro-
sion-related activities. Additionally, the Government Accountability
Office has stated that the Corrosion Policy and Oversight Office
within the DOD Corrosion Program delivers at least a 14 to 1 ratio
return on investment to the taxpayer through corrosion project op-
portunities and activity requirements. Ensuring proper corrosion
prevention and control plays a major role in the sustainment costs
and life cycle range of many current and future weapon systems in-
cluding the F-22, F-35, and various ground vehicles, ships, and
aircraft.

The committee continues to urge the Secretary of Defense to fully
fund the corrosion control requirements in the fiscal year 2014 base
budget request.

In light of the committee requesting additional information from
the DOD Corrosion Program, the committee recommends an in-
crease of $20.8 million in RDT&E, line 099, Program Element
64016D8Z for the DOD Corrosion Program to address the identified
shortfall.

Defense research and development Rapid Innovation Pro-
gram science and technology thrust areas

The Defense Research and Development Rapid Innovation Pro-
gram (RIP) is a competitive, merit-based program established by
section 1073 of the Ike Skelton National Defense Authorization Act
for Fiscal Year 2011 (Public Law 111-383) that is designed to fund
innovative technologies, reduce acquisition or life cycle costs, ad-
dress technical risks, improve the timeliness of test and evaluation
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outcomes, and rapidly insert technologies needed to meet critical
national security needs. The committee notes that $200.0 million
was appropriated for the RIP in the Department of Defense Appro-
priations Act, 2012 (Public Law 112-74); however, no funds were
requested in fiscal year 2013. While the RIP is still new and the
committee has yet to see the results of the first round of projects
funded by fiscal year 2011 funds, there is clearly strong service
support because of the overwhelming response from industry—es-
pecially small businesses—providing new innovative technologies
and opening up more collaborative opportunities with a broader
base of small businesses and non-traditional suppliers to the DOD.

The committee understands that the Assistant Secretary of De-
fense for Research and Engineering will soon be conducting a re-
view of the fiscal year 2011 projects to assess the value of con-
tinuing the RIP. If the review validates the program, then the De-
partment should integrate it into its future annual budget re-
quests.

The committee recommends an increase of $200.0 million in
funding for the RIP to PE 604775D8Z, and suggests an emphasis
on the following areas:

1. Enhancing energy security and independence. For in-
creased investment in technologies that will improve energy ef-
ficiency, enhance energy security, and reduce the Department’s
dependence on fossil fuels through advances in traditional and
alternative energy storage, power systems, renewable energy
production and more energy efficient ground, air, and naval
systems. The committee notes that the Department of Defense
remains critically dependent upon energy for both its far-flung
infrastructure, and for its global military operations. The De-
partment currently consumes as much energy as two-thirds of
all the world’s nations. Improved energy efficiency in remote
areas such as Afghanistan can reduce the dependence of our
armed forces on fragile fuel supply lines that are vulnerable to
enemy attack, and thus can help save lives;

2. Developing, utilizing, and maintaining advanced mate-
rials. For increased investment in a broad range of materials
technologies that can provide: enhanced performance in ex-
treme environments; improved strength and reduced weight for
the spectrum of applications ranging from aerospace to lighter
soldier loads; greater survivability of ground, air, and naval
systems; and reduced life cycle costs through better maintain-
ability for a wide variety of the challenging environments and
unique properties demanded of military systems. Such mate-
rials could include advanced composites and metals, nanomate-
rials, and rare-earth alternatives. Whether increasing surviv-
ability, improving fuel efficiency for greater performance, or de-
creasing maintenance costs, advanced materials are a
foundational enabling component of military systems across all
services and all warfighting domains;

3. Improving manufacturing technologies and capabilities.
For increased investment in advanced and innovative manufac-
turing technologies across the spectrum of applications to sig-
nificantly compress design to production time cycles, reduce
cost, minimize waste and energy consumption, and improve
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product quality and reliability. Historically, the Department
has heavily invested in the technologies to improve the per-
formance of military systems, but not in the processes to re-
duce the costs of the production of those military systems. Nu-
merous high-level studies have stressed the benefits of advanc-
ing the state of manufacturing technologies—whether for a
ship hull or a radiation-hardened chip—for long-term savings
and the need to capitalize on the latest innovations in manu-
facturing processes for defense systems. Projects in this area
should be coordinated with the Deputy Assistant Secretary of
Defense for Manufacturing and Industrial Base Policy to en-
sure that investments are guided, in part, by shortfalls identi-
fied in industrial base analyses such as the ongoing “Sector by
Sector, Tier by Tier” study effort;

4. Advancing microelectronics. For increased investment in
the development of resilient advanced microprocessors, applica-
tion-specific integrated circuits, field programmable gate ar-
rays, printed circuit boards, photonics devices, and other re-
lated electronics components for the next-generation of military
and intelligence systems. Similar to advanced materials, ad-
vanced microelectronics are a cross-cutting enabler across all
military systems. Given that the majority of costs of most ad-
vanced weapons platforms are in electronics and supporting
software, investments in this area to improve processing capac-
ity, decrease weight and power requirements, and increase re-
siliency should have high payoff; and

5. Developing cybersecurity tools. For increased investment
in areas such as internet and network mapping capabilities,
software reverse engineering and vulnerability analysis, net-
work data collection and analysis, new innovative defensive
techniques against cyber attacks—especially in virtual environ-
ments, and integrated cloud security capabilities. The security
of DOD’s war fighting and business networks, as well as the
networks of the defense industrial base is a serious concern.
DOD needs access to the latest innovative technologies in this
field in order to stay ahead of rapidly growing and evolving
threats in cyberspace.

Funding authorized for the RIP may be used to augment existing
research and development efforts or initiate new projects. As pro-
vided in section 1073, the Secretary of Defense may transfer funds
available for the RIP to the research, development, test, and eval-
uation accounts of a military department, defense agency, or the
unified combatant command for special operations forces pursuant
to a proposal, or any part of a proposal, that the Secretary deter-
mines would directly support the purposes of the program. All such
funding is required by law to be allocated on the basis of a merit-
based selection, pursuant to a broad agency announcement or simi-
lar competitive process.

General fund enterprise business systems realignment

The budget request included $9.9 million in Research, Develop-
ment, Test, and Evaluation (RDT&E), for General Fund Enterprise
Business System (GFEBS).
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The committee has received a request from the Army to realign
$17.2 million into GFEBS to support the engineering development
effort necessary to process classified and sensitive transactions and
to mitigate the risk of exposing classified information.

Accordingly, the committee recommends an increase of $17.2 mil-
lion in RDT&E for GFEBS realignment.

Developmental test and evaluation

The budget request included $15.1 million in PE 605804D8Z for
developmental test and evaluation, which was a decrease of about
$0.7 million from the fiscal year 2012 budget request, and about
i$4.2 million below the fiscal year 2012 appropriation of $19.3 mil-
ion.

The committee notes the Weapon Systems Acquisition Reform
Act of 2009 (Public Law 111-23) required the Department of De-
fense to rebuild its systems engineering and developmental testing
organizations to ensure that design problems are understood and
addressed early in the acquisition process.

While the Department has taken great strides in improving its
acquisition process, the committee notes that the Fiscal Year 2011
Annual Report by the Director of Operational Test and Evalua-
tion—dated December 2011—provided a list of 17 major defense ac-
quisition programs that had discoveries of significant problems dur-
ing operational test and evaluation that should have been detected
and corrected during developmental test and evaluation.

Furthermore, the committee notes that the Department’s de-
fense-wide systems engineering budget request is almost three
times greater than the developmental test and evaluation budget
request. In fiscal year 2012, the committee recommended an in-
crease of $5.0 million to developmental test and evaluation. The
committee believes the Department is continuing to underfund its
developmental test and evaluation activities, as evidenced by the
unacceptable number of problems being discovered in operational
test and evaluation. Hence, the committee recommends an increase
of $5.0 million in the above program element line.

Shallow Water Combat Submersible Program

The budget request includes $8.9 million in PE 1160483BB for
the continued development of the Shallow Water Combat Submers-
ible. The committee understands that the contractor’s failure to
meet systems engineering requirements will result in an overall

rogram delay of several months and require at least an additional
58.0 million to complete research and development activities. Ac-
cording to U.S. Special Operations Command (USSOCOM), “ex-
treme schedule variations from the baseline resulted in the inabil-
ity to accurately track progress and cost.” At the request of
USSOCOM, the committee recommends a transfer of $8.0 million
from Procurement, Defense-wide, to Research, Development, Test,
and Evaluation, Defense-wide, for cost growth in the engineering
and manufacturing development phase of the program.

Defense Advanced Research Projects Agency programs

The budget request included $2.8 billion for the research and
management activities of the Defense Advanced Research Projects
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Agency (DARPA). While DARPA’s fiscal performance has notably
improved, the committee is still concerned about the timeliness of
sustained funding execution. The committee recommends a reduc-
tion of $100.0 million from DARPA’s overall budget to reflect con-
tinuing concerns about timely and effective execution of funds by
the agency, as well as concerns about specific programs.

DARPA is pursuing a broad range of manufacturing-related pro-
grams with over $500.0 million planned over the future-years de-
fense program. The committee continues to support DARPA’s ef-
forts to revolutionize manufacturing technologies and methods.
However, DARPA’s transition plans for these programs are not
clear. One of the metrics of success to DARPA’s efforts in this area
will be when the defense industrial base (as well as the broader na-
tional industrial base) incorporates new innovative manufacturing
technologies and methods that will focus on increasing affordability
and decreasing timelines. In order to accomplish this goal, DARPA
needs to work more closely with the Services’ Manufacturing Tech-
nology programs and the Deputy Assistant Secretary of Defense for
Manufacturing and Industrial Base Policy and its research and de-
velopment activities tied to new national manufacturing initiatives
such as the Advanced Manufacturing Program. In addition,
DARPA needs to work with the appropriate entities within the De-
partment in considering the legal and policy implications to open-
source manufacturing such as trusted supply chains, export con-
trols and intellectual property issues.

The Fast, Adaptable, Next-Generation Ground Combat Vehicle is
a program where model-based design tools and highly adaptable
foundry-style manufacturing techniques are being explored with re-
spect to combat vehicle design and production. The committee con-
tinues to be concerned that force protection and related armor tech-
nologies, which are an integral component of any ground combat
vehicle, are not adequately being addressed in conjunction with the
Army.

Hence, the committee directs DARPA to commission a review of
its Adaptive Vehicle Make (AVM) umbrella program by an external
review panel and submit the results of this review to the congres-
sional defense committees 90 days after the enactment of this Act.
The review should assess DARPA’s transition plans for the AVM
program and how well potential policy and legal issues are being
addressed.

The committee is strongly disappointed in DARPA’s report to the
congressional defense committees requested in the Ike Skelton Na-
tional Defense Authorization Act for Fiscal Year 2011 (Public Law
111-383) on the transition plan for the National Cyber Range
(NCR) that identified U.S. Cyber Command as the transition part-
ner. Given that U.S. Cyber Command has not agreed to be the
transition partner, and given that this facility and technology rep-
resents at least a $116.0 million investment through fiscal year
2011, the committee recommends increasing PE 6051180TE by
$4.0 million and directs the Director of Operational Test and Eval-
uation to continue testing the NCR with the broad cyber commu-
nity in fiscal year 2013 until a final plan is developed for the NCR
by the Department of Defense.
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Items of Special Interest

Adaptive engine technology development program

The committee notes the Air Force budget request for fiscal year
2013 includes $214.0 million for the Adaptive Engine Technology
Development (AETD) program. The Air Force has explained that
this engine technology program has the potential to achieve a 25
percent reduction in cruise specific fuel consumption compared to
existing state-of-the art engines such as the F135 engine. This fuel
efficiency goal was set by the National Aeronautics Research and
Development Plan of 2010 that provides overarching research goals
and objectives to the interagency aeronautics research and develop-
ment community, of which the Department of Defense is a key
member. Such aggressive fuel consumption reduction goals are
driven by the need to reduce overall fuel costs in military oper-
ations, as well as to make significant improvements to unrefueled
aircraft range and time-on-station.

The committee supports the Air Force Research Lab’s (AFRL) ef-
forts to pursue increased fuel efficiency and support the military
aircraft engine industrial base through science and technology
(S&T) programs including AETD. The committee’s support for
AETD is based on two understandings. First, the committee under-
stands that AFRL will award up to two contracts for the AETD
program through a fully open and competitive process that will not
unduly advantage competitors who performed for the predecessor
Adaptive Versatile Engine Technology program, nor disadvantage
competitors performing for other military aircraft engine research
or production programs.

Second, the committee has received assurances in testimony from
the Air Force that AETD is purely a technology maturation pro-
gram and is not a new “alternate engine” program for the F-35
Joint Strike Fighter. The committee notes that further develop-
ment of the alternate engine for the F-35 is prohibited under cur-
rent law, and expects the Air Force to abide by the letter and the
spirit of this law.

The committee notes that it will review annually the progress of
the AETD program during the course of its annual reviews of the
Air Force’s S&T programs.

Air Force cyber and information technology research

The fiscal year 2013 Air Force budget request included $136.0
million for research and development in PE 602788F (Dominant In-
formation Technology) and PE 603788F (Global Information Dev/
Demo) for a broad spectrum of activities in cyber science and tech-
nology (S&T); autonomy, command and control, and decision sup-
port; connectivity and dissemination; and processing and exploi-
tation technologies. The committee notes that these investment
areas are consistent with the Air Force’s Technology Horizons S&T
plans, as well as with elements of the Department of Defense’s
overarching S&T priority areas. However, the committee notes that
this investment level is a reduction of almost 20 percent compared
to the fiscal year 2012 funding levels, and that funding is projected
to increase again in the fiscal year 2014-2017 time frame. The
committee understands that the fiscal year 2013 decrease in fund-
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ing in these areas is due to a “strategic pause” that the Air Force
is taking to develop an investment plan for its activities. However,
given the strategic importance of these technology areas—as identi-
fied in the new defense strategic guidance issued in January 2012,
the committee is concerned about this significant drop in funding
that would impact cyber-related research and development (R&D).

Hence, the committee directs the Air Force to provide a report
to the congressional defense committees detailing its investment
strategy for these technology areas outlined above within 180 days
after the enactment of this Act. The report should, at a minimum:
1) identify the Air Force’s near-, mid-, and far-term S&T priorities
for cyber and information-related technologies and the resources—
both in funding and personnel—projected to address these prior-
ities; 2) lay out a transition strategy for the results of these S&T
efforts into weapon systems, including cyber tools; 3) address how
the Air Force will recruit, train, and retain a highly skilled work-
force in these areas; and 4) address laboratory infrastructure and
research facilities necessary for the accomplishment of this R&D.

Air Force space developmental test and evaluation

In the Developmental Test and Evaluation and Systems Engi-
neering FY 2011 Annual Report to Congress, the Deputy Assistant
Secretary of Defense (DASD) for Developmental Test and Evalua-
tion (DT&E) stated that the Air Force Space Community should
“grow their Developmental Test and Evaluation workforce and
training in order for it to provide a robust government DT&E capa-
bility.”

The committee notes that while the Air Force has an operational
test and evaluation organization, it does not have a developmental
test and evaluation organization for space systems similar to what
it has for its aeronautical systems.

Hence the committee directs the Air Force to provide a report to
the congressional defense committees by December 31, 2012, on
how it currently accomplishes its developmental test and evalua-
tion activities for its space systems, the effectiveness of the current
construct, and a plan for how they are responding to the above ob-
servation made by the DASD for DT&E.

Applied mathematics and computational science

The committee recognizes the important role that applied mathe-
matics and computational science play in support of current De-
partment of Defense (DOD) activities, including modeling and sim-
ulation, high performance computing, and large-scale data analysis.
In addition, the committee acknowledges the foundational impact
of applied mathematics and computational science on some of the
DOD’s science and technology (S&T) emphasis areas, such as au-
tonomy, cyber sciences, and data-to-decisions.

However, the committee is aware of some concerns about the
lack of a robust interaction between DOD laboratories and weapons
centers and the academic research community in the fields of ap-
plied mathematics and computational science. The Assistant Sec-
retary of Defense for Research and Engineering (ASDR&E) held a
workshop on mathematics in January 2012, and a workshop on
computer science in May 2011, that addressed leading areas of



60

mathematics and computer science research from a disciplinary
perspective. However, what is needed is a better understanding on
how advances in the applied mathematics and computational
sciences communities can assist in addressing the fundamental
mathematical challenges underpinning some of the DOD S&T em-
phasis areas referenced above. For instance, DOD needs to ensure
that advances and challenges identified in these workshops in
areas of information science, mathematical modeling, human-ma-
chine interactions, and robotics will enable advances in the DOD’s
S&T emphasis area of autonomy.

Hence, the committee urges the ASDR&E and the service S&T
executives to ensure that the DOD robustly engages with the aca-
demic mathematics and computational science communities to le-
verage their expertise. The committee believes that more active en-
gagement will enable the contributions of these communities to as-
sist progress in the DOD’s S&T emphasis areas that will ultimately
lead to the next-generation of warfighting capabilities and tech-
nologies.

Army manned airborne intelligence, surveillance, and re-
connaissance platforms

The budget request included $47.4 million in PE 65626A to com-
plete four Engineering and Manufacturing Development (EMD)
phase Enhanced Medium Altitude Reconnaissance and Surveillance
System (EMARSS) aircraft. The committee understands that the
Army plans to take delivery of these EMD phase EMARSS aircraft,
conduct a utility assessment of them and then field them into the
U.S. Army Intelligence and Security Command (INSCOM) Aerial
Exploitation Battalions (AEB). Once these EMARSS aircraft reach
the INSCOM AEBs, they will join a vastly heterogeneous fleet of
aging programs of records—such as the Guardrail and Airborne Re-
connaissance Low aircraft—and various quick-reaction capability
(QRC) platforms.

The Army requested the funding for these aircraft despite the
fact that there is no procurement funding in the future-years de-
fense program to purchase any more EMARSS aircraft. Moreover,
the Army asked to complete and retain these aircraft despite the
fact that this committee signaled its clear intent—both through
cuts to the EMARSS program and through report language on the
MC-12W Project Liberty program in the Senate report accom-
panying S. 1235 (S. Rept. 112-26), the National Defense Authoriza-
tion Act for Fiscal Year 2012—that the committee would not sup-
port procuring a second, separate fleet of C—12-based manned air-
borne intelligence, surveillance, and reconnaissance (ISR) plat-
forms.

The committee does not recommend denying the requested funds,
in part because the Air Force was allowed to send the Liberty fleet
to Air National Guard units and to man those units to support the
deployment of enough aircraft to sustain only two combat air pa-
trols, which are expected to be allocated to Special Operations
Command support. The committee also believes that the new Army
G—2 needs time to assess all of the airborne ISR programs and as-
sets that the Army has accumulated and to chart a course looking
ahead to the drawdown in Afghanistan.
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At the same time, the committee emphasizes its growing con-
cerns about the state of the Army’s manned airborne ISR portfolio.
The wide mixture of manned airborne ISR platforms and sensors
described above reflects the adaptation of Army Military Intel-
ligence to the dynamic demands of the battlefield after 11 years of
war. With soldiers gradually returning from the battlefield and
with mounting pressure to decrease defense spending, now is the
time for the Army to rationalize this fleet rather than to keep add-
ing to it with low numbers of diverse aircraft.

The committee directs the Army G—2, the Army G—8, and the As-
sistant Secretary of the Army for Acquisition, Logistics, and Tech-
nology to develop a plan for Army manned airborne ISR platforms.
This plan should address the following questions:

e What requirements for manned airborne ISR support to
Army general purpose forces can be met with shared assets
from other services;

e What requirements for manned airborne ISR support to
Army general purpose forces need to be met organically;

e Given the set of requirements that need to be met organi-
cally, what existing QRC systems need to become programs of
record;

e Which current programs of record need to be modernized
or eliminated; and

e How will the Army resource these platform choices?

The committee directs the Army to provide this plan to the con-
gressional defense and intelligence committees in conjunction with
the submission of the budget request for fiscal year 2014. The com-
mittee expects the Army to consult with the committee as this plan
is crafted. If requirements change or if assumptions about the level
of support available from other services change, the committee
would like to be kept apprised.

Army robotics

The committee notes that ground robotic vehicles have saved
many lives in the fight against improvised explosive devices (IED)
and other efforts are underway to use ground robotics to accom-
plish “dirty, dull, and dangerous” tasks, including the transport of
equipment and supplies, that will make our troops more safe and
effective. Leading the research effort in ground robotics and auton-
omous control systems is the Army’s Tank and Automotive Re-
search Development and Engineering Center working collabo-
ratively with industry and academia, as well as the Army Research
Laboratory with the Robotics Collaborative Technology Alliance.
The Army also works closely with the Robotic Systems dJoint
Project Office that is dedicated to continuous improvement of un-
manned system capabilities to meet current and future joint mili-
tary requirements.

The committee believes that Army investments in the develop-
ment of new ground robotics technologies to date are inadequate
and lack focus. The Senate report accompanying S. 1235 (S. Rept.
112-26) of the National Defense Authorization Act for Fiscal Year
2012 highlighted the importance of robotic ground vehicle tech-
nologies and acknowledged that the Army leadership was in the
process of determining operational and technical requirements for
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ground robotics vehicles that will guide the development of a long-
term research, development, and acquisition strategy. The com-
mittee understood that this strategy would be developed by the end
of 2011 and used to guide Army research and development invest-
ments in robotic ground vehicles in fiscal year 2013 and beyond.
However, the Army has not yet produced this strategy.

The committee understands that recent Army strategic planning
efforts on ground robotic vehicles have resulted in the development
of an Unmanned Systems (Air, Ground, Maritime) Initial Capabili-
ties Document that is approved by both the Army and Marine
Corps, and is awaiting approval by the Joint Staff. Furthermore,
the committee understands that the multi-service Joint Ground Ro-
botics Integration Team, established by the Army’s Maneuver Cen-
ter of Excellence, is developing an Unmanned Ground Systems
(UGS) Campaign Plan for the Army. It is expected that this cam-
paign plan will provide the Army with the unity of effort across the
unmanned enterprise including science and technology; experimen-
tation, test and evaluation, and safety; development and fielding;
training and sustainment; and deployment and employment. The
committee believes this integrated effort is crucial to address not
only technical challenges, but the more important policy and oper-
ational concepts issues that will ultimately inform the Army’s in-
vestment plans in this area. Ultimately, the goal of this UGS Cam-
paign Plan should be an affordably modernized force that fully in-
tegrates manned and unmanned teaming capabilities with im-
proved persistence, protection, endurance, and autonomy.

The committee expects the Army to complete and approve this
UGS Campaign Plan in 2012, and to be briefed no later than De-
cember 31, 2012.

Ballistic missile defense overview

The budget request included $9.7 billion for missile defense, in-
cluding $7.8 billion for the Missile Defense Agency (MDA) and $1.9
billion for Army and related missile defense programs.

In the area of homeland defense, 30 Ground-Based Interceptors
(GBI) have been deployed in Alaska and California as part of the
Ground-based Midcourse Defense (GMD) system, and are providing
protection of the United States from the possible future threat of
limited ballistic missile attack from nations such as North Korea
and Iran. As outlined in the February 2010 Ballistic Missile De-
fense Review, the Department of Defense has a program to improve
the reliability and performance of the GMD system. The GBI reli-
ability program is intended to double the number of threat inter-
continental ballistic missiles (ICBM) that the current GMD system
could defeat, without adding any GBIs—thus effectively doubling
the capability of the existing GMD system.

In December 2011, the Missile Defense Agency (MDA) awarded
the GMD development and sustainment contract. Its cost was
roughly $1.0 billion below the government cost estimate. This cost
reduction resulted from competition, and permitted a reduction in
the negotiated price of GBIs from about $75.0 million to about
$53.0 million each. One benefit of the new GMD contract is the in-
clusion of a defects clause that holds the contractor accountable for
quality failures, and would require the contractor—not the tax-
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payer—to pay the costs of defective work. The committee com-
mends MDA for achieving such substantial cost reduction and con-
tractor accountability, and encourages MDA to pursue similar ben-
efits in future contracts through competition.

In the budget request, the Missile Defense Agency is requesting
an additional five GBIs as test and spare missiles. These additional
interceptors would provide several benefits that would: 1) allow a
more robust test and evaluation program; 2) allow the operational
deployment of eight additional GBIs in spare silos at Missile Field—
2 at Fort Greely, Alaska, if needed to meet a potential expansion
of future threats from North Korea or Iran; and 3) keep the GBI
production line warm into fiscal year 2018, thus permitting future
procurement of additional GBIs, if needed.

As a result of a GMD flight test failure in December 2010, MDA’s
highest priority is to correct the problem that caused the failure
and to demonstrate the correction in two flight tests prior to re-
suming production or refurbishment of the newest model of exo-at-
mospheric kill vehicle (EKV) that failed—the Capability Enhance-
ment-II model. This plan is consistent with the committee’s posi-
tion, and the committee commends MDA for its rigorous and dis-
ciplined approach to demonstrating that the new kill vehicle will
work as intended before resuming production. As part of this ap-
proach, MDA is requiring the EKV contractors to meet more rig-
orous manufacturing and production quality standards, which has
delayed the two planned flight tests several months. The committee
believes it is important to take such prudent steps to improve qual-
ity and increase confidence in the system.

The committee notes that the Integrated Master Test Plan for
missile defense includes a series of planned GMD tests through
2022, including salvo testing, multiple simultaneous engagement
testing, and operational testing. These tests are planned at a rate
of roughly one test per year, which the Director of Operational Test
and Evaluation testified is the best rate that has been achievable
over the last decade. The Director of MDA testified that “con-
ducting flight tests at a pace greater than once a year prohibits
thorough analysis of pre-mission and post-mission flight test data
and causes greater risk of further failure and setbacks to devel-
oping our homeland defense capability as rapidly as possible.”

In addition to its plans and programs to improve the reliability
and performance of the GMD system, the Department is also pur-
suing a strategy to hedge against the possibility that the future
ICBM threat from North Korea or Iran could emerge faster or in
greater numbers than anticipated. Under this homeland defense
hedging strategy, the Department has already made or imple-
mented a number of decisions to improve the missile defense pos-
ture of the United States. For example, the Department has com-
pleted the construction of eight extra GBI silos at Missile Field 2
at Fort Greely, Alaska, which would permit the deployment of eight
additional GBIs if needed to cope with a future emerging threat.
The Department is evaluating the evolving threat and considering
other potential hedging options, such as the advisability, feasibility,
and affordability of deploying additional GBIs in the future, either
in Alaska or possibly on the East Coast. The committee rec-
ommends a provision that would require the Department to report
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on these homeland defense activities, as described elsewhere in this
report. The committee notes that section 233 of the National De-
fense Authorization Act for Fiscal Year 2012 (Public Law 112-81)
required a report on the homeland defense hedging policy and
strategy that was due in March, but which the Department has not
yet submitted. The committee understands that the review process
has taken much longer than originally planned, and is still con-
tinuing. However, the committee still expects the Department to
provide the report as soon as it is finished, and to provide an in-
terim report in case of any significant anticipated delay.

The committee notes that the threat of regional missiles, particu-
larly short- and medium-range missiles from Iran and North
Korea, is serious and growing. These missiles pose a significant
risk to forward-deployed U.S. forces, allies, and partners in Europe,
the Middle East, and Asia. The Department has an obligation to
provide force protection to U.S. forces against ballistic missiles de-
ployed in these regions, as well as to meet our security commit-
ments to our allies. To meet these needs, the Department is pur-
suing a Phased Adaptive Approach (PAA) to regional missile de-
fense, tailored to each region.

In 2011, the Department completed the deployment of Phase 1
of the European Phased Adaptive Approach (EPAA) to missile de-
fense, which is intended to defend our deployed forces and allies
against Iranian missiles. This included: the deployment of an Aegis
Ballistic Missile Defense (BMD) ship in the eastern Mediterranean
Sea, equipped with Standard Missile-3 (SM-3) Block IA intercep-
tors; the deployment of an AN/TPY-2 X-band missile defense radar
in Turkey; and establishment of a command and control facility in
Germany.

During 2011, the administration also completed negotiations on
all the bilateral agreements required to implement all four phases
of the EPAA, including: agreements with Romania and Poland for
the deployment of Aegis Ashore systems on their territory; an
agreement with Turkey to deploy the AN/TPY-2 radar on its terri-
tory; and an agreement with Spain to permit the forward sta-
tioning of four Aegis BMD ships at Rota.

The core capability of the EPAA will be the Aegis BMD system,
both at sea and on land, with four increasingly capable variants of
the SM-3 interceptor missile, the SM—3 Blocks IA, IB, ITA and IIB.
As indicated previously, the committee strongly supports the devel-
opment, testing, production, and deployment of operationally effec-
tive Aegis BMD and SM-3 capabilities in sufficient numbers to
support the needs of the regional combatant commanders to imple-
ment the PAA in Europe and other regions, and to help protect the
Homeland.

In April 2011, an Aegis BMD ship with an SM-3 IA interceptor,
using sensor information from a forward-deployed AN/TPY-2 radar
like the one now deployed in Turkey, successfully intercepted an
intermediate-range ballistic missile target during a flight test. This
was a demonstration of the EPAA Phase 1 capability.

In September 2011, the first flight test of the SM—3 Block IB in-
terceptor failed to intercept the target. The MDA has analyzed the
problem, and conducted a repeat test on May 10, 2012, which suc-
cessfully intercepted the target, to demonstrate the problem has
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been resolved. The September flight test failure caused a delay in
the planned initial procurement of SM—3 IB missiles, and MDA
plans to procure additional SM-3 IA missiles to meet the needs of
combatant commanders for additional interceptor inventory. Prior
to a full production decision for SM-3 IB, MDA would need to dem-
onstrate success in five planned flight tests, three in 2012 and two
more in 2013. The SM-3 IB is intended for deployment in Phase
2 of the EPAA in the 2015 timeframe, both at sea and at an Aegis
Ashore site in Romania.

Phase 3 of the EPAA is planned for deployment in the 2018 time-
frame, and will include the SM—3 IIA interceptor at sea and at
Aegis Ashore sites in Poland and Romania. The SM-3 IIA is being
co-developed with Japan, which will also deploy the missile on its
Kongo-class Aegis BMD ships. During 2011, MDA completed the
preliminary design review and extended the development phase of
the SM-3 ITA with Japan to reduce technical and schedule risk.
The first flight test (non-intercept) of the SM-3 IIA is planned for
fiscal year 2014, and nine more tests are planned before the Phase
3 deployment. Phase 3 is designed to provide a robust defense
against Iranian intermediate-range missiles.

The last planned variant of the SM-3 missile is the Block IIB,
which is intended for deployment in Phase 4 of the EPAA in the
2021 timeframe. The SM-3 IIB is intended to defend against pos-
sible future long-range Iranian missiles that could reach the
United States. This system would augment the GMD system for
homeland defense and would provide an early intercept capability
that could permit a “shoot-look-shoot” option to permit GBIs being
held in reserve. The committee believes it is important to develop
a second type of interceptor system to defend the Homeland, in ad-
dition to the GBI system. By pursuing a competitive approach to
the concept development phase, MDA has engaged the significant
engineering and design talent of the industrial base. The com-
mittee believes it is important to maintain this competitive ap-
proach, particularly since it could produce the most innovative,
cost-effective, and operationally effective results.

The budget request for the Missile Defense Agency would reduce
the Terminal High Altitude Area Defense (THAAD) system from a
planned procurement of nine batteries to six batteries in the fu-
ture-years defense program (FYDP), and the number of THAAD
interceptors was reduced correspondingly by 122 compared to the
plan presented in the fiscal year 2012 budget request. Given that
the combatant commander interest in THAAD remains
undiminished, the committee is disappointed to see these planned
reductions to the THAAD system. In testimony to the committee,
LTG Richard Formica, the Commander of U.S. Army Space and
Missile Defense Command, and Commander of the Joint Functional
Component Command for Integrated Missile Defense, explained
that the choice of how many THAAD batteries to procure in the
FYDP came down to considering the missile defense “priority be-
tween investing in the Homeland and investing in the region.”
However, the committee understands that the Department plans to
continue THAAD production beyond the FYDP, including plans to
maintain a procurement objective of 503 missiles.
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Previous difficulties with the THAAD production line have de-
layed the program, and resulted in slower production than planned.
These production rate issues appear to be close to resolution. The
committee notes that the THAAD production line will remain open
through fiscal year 2017, including the production of two THAAD
batteries for the United Arab Emirates, and will be capable of pro-
ducing additional THAAD systems in the future. The committee
encourages the Department to explore options to restore THAAD
production to higher levels in the future. Furthermore, the com-
mittee recommends an increase of $100.0 million for additional pro-
curement of THAAD interceptors, as described elsewhere in this re-
port.

In October 2011, the THAAD system conducted a successful ini-
tial operational test and evaluation (IOT&E) flight test, inter-
cepting two targets nearly simultaneously. This test, using the
operational THAAD soldiers, represented operationally realistic
conditions with fielded equipment. Based on lessons learned from
this test, MDA decided to add a new flight test in 2012 to gain ex-
perience with THAAD and debris mitigation in a flight test to inte-
grate THAAD with Aegis BMD, and Patriot all operating simulta-
neously. This will take place prior to the first operational test in-
volving THAAD, Aegis BMD, and Patriot PAC-3 defending against
five separate targets in flight. The committee believes this integra-
tion flight test, described by the Director of MDA as the “largest,
most complex missile defense ever attempted,” is a useful risk miti-
gation step before the first multi-system operational test in 2013.

In testimony to the committee in April 2012, the Director of
MDA stated that the “greatest future enhancement for both home-
land and regional missile defense in the next 10 years is the devel-
opment of the Precision Tracking Space System (PTSS) satellites,
which will provide fire control quality track data of raids of hostile
ballistic missiles over their entire flight trajectories. . .”. He also
noted that “the need for persistent, full trajectory, tracking of bal-
listic missiles is one of the war-fighter’s highest development prior-
ities as stated in the 2012 STRATCOM PCL [U.S. Strategic Com-
mand’s Prioritized Capabilities List].”

In 2011, the Missile Defense Executive Board, the Department’s
acquisition oversight body for missile defense, directed U.S. Stra-
tegic Command to conduct an assessment of the cost and perform-
ance of the three alternative remote missile defense sensor sys-
tems—including PTSS, the Airborne Infrared system, and forward-
based AN/TPY-2 radars—to make recommendations for the fiscal
year 2013 budget request. Strategic Command’s recommendations
are reflected in the budget request, which includes $276.3 million
to continue development of PTSS, ends the Airborne Infrared pro-
gram as a program of record (Congress appropriated no funds for
it in fiscal year 2012), and would stop procurement of forward-
based AN/TPY-2 radars at five, rather than nine. This assessment,
based on operational considerations, had participation from the ge-
ographic combatant commands, the Joint Staff, Air Force Space
Command, the Joint Functional Component Commands under U.S.
Strategic Command, the DOD Cost Analysis and Program Evalua-
tion (CAPE) office, and the Office of the Under Secretary of De-
fense for Acquisition, Technology, and Logistics. In addition, the
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DOD CAPE is currently performing an Independent Cost Estimate
and technical evaluation of PTSS that is due in October 2012.

In June 2011, the Acting Chairman of the Joint Chiefs of Staff
wrote to the committee that, “the Joint Staff supports PTSS as the
most cost effective future sensor providing assured access and per-
sistent tracking coverage in an integrated Ballistic Missile Defense
Architecture.” He also noted that he fully concurred with the as-
sessment of the Joint Functional Component Commander for Inte-
grated Missile Defense for U.S. Strategic command that “PTSS
would provide a capability that increases our forces’ ability to de-
fend against larger raids and would reduce our reliance on terres-
trial based radar systems and airborne sensor platforms that re-
quire overseas basing agreements.”

Given the strong military support for PT'SS as the most cost-ef-
fective means of providing persistent tracking and targeting of bal-
listic missiles for homeland and regional missile defense, and its
expected operational benefits, the committee supports continuing
with development of PTSS as a high priority program.

Cyber research, development, test, and evaluation, and
training infrastructure

The Department of Defense’s new strategic guidance emphasizes
the importance of operating effectively in cyberspace and states
that the United States will “invest in advanced capabilities to de-
fend its networks, operational capability, and resiliency in cyber-
space”. To the Department’s credit, cyber was one of the few areas
where the DOD increased its investments in both defensive and of-
fensive capabilities.

Developing and testing these cyber capabilities and training per-
sonnel effectively for cyber operations requires a cyber infrastruc-
ture that can be used by the research community, the acquisition
community for development and testing (both developmental and
operational), and the operational community for training, exercises,
and rehearsals. While this infrastructure is necessary for all these
missions, it is typically referred to as “cyber test and evaluation
(T&E) infrastructure”, or simply “cyber ranges”.

Despite the importance of this cyber T&E infrastructure, com-
prehensive oversight and strategic planning for long-term funding,
personnel plans, and modernization investments do not exist.
There is a significant disconnect between the DOD’s policy state-
ments to increase cyber operations and security, and its lack of at-
tention to its cyber ranges. The last few years have seen a decline
in the funding and the personnel attached to a number of key
DOD-wide cyber ranges—while the demand for more rigorous test-
ing and training has increased.

Currently, there are a number of cyber ranges either in operation
or still undergoing development that could be considered “national
assets” due to their scope and capabilities, and that could be com-
p()élents of a broader federated cyber range infrastructure for the
DOD.

The National Cyber Range (NCR) was developed by the Defense
Advanced Research Projects Agency (DARPA) with the goal of cre-
ating a secure, self-contained facility that could rapidly emulate
complex defense and commercial networks, allowing for the cost-ef-
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fective and timely validation of cyber technologies. The NCR is cur-
rently in a 1 year beta operation phase and is in the process of se-
curing Sensitive Compartmented Information security accredita-
tion. In a letter to the committee in June 2011, the Under Sec-
retary of Defense for Acquisition, Technology, and Logistics stated
that the NCR would transition to U.S. Cyber Command
(CYBERCOM), but CYBERCOM has not agreed to this plan, and
there are no funds requested for CYBERCOM to operate and sup-

ort the range. Hence the future of the NCR, an investment of
§116.0 million through fiscal year 2011, is unknown. The fiscal
year 2013 budget request contains only $1.8 million for DARPA to
close out the contract.

The Joint Information Operations Range (JIOR) is a nation-wide
network of 68 nodes for live, virtual, and constructive operations
across the full spectrum of security classifications. Originally oper-
ated by the Joint Forces Command (JFCOM), it was transferred to
the Joint Staff in fiscal year 2011. However, funding and personnel
are being reduced. Only 39 research, development, test, and eval-
uation and training events are planned for fiscal year 2012 com-
pared to 60 events that were conducted in fiscal year 2011.

The DOD Cyber/Defense Information Systems Agency Informa-
tion Assurance Range is an operationally realistic environment for
emulating the Global Information Grid Information Assurance/
Computer Network Defense capabilities that is used for research
and development, test and evaluation, and training. Funding and
personnel are relatively constant over the out-years, but the num-
bler of RDT&E and training events planned at this range is also de-
clining.

In addition, U.S. Cyber Command has developed a virtual train-
ing environment for the DOD annual Cyber Flag exercise that has
the potential to be integrated with other environments and ranges.
This range supports training operations involving friendly, neutral,
and adversarial participants, and is instrumented for situational
awareness and training assessments.

Lastly, there is the potential to broaden the scope of uses of the
Joint Systems Integration Center/Joint System Integration and
Interoperability Lab that was formerly under JFCOM and now
under the Joint Staff. While the current focus of this range is to
replicate operational command and control networks and assess
system interoperability, its capabilities could be used for broader
information assurance assessments and activities, including direct
linkage to the JIOR.

Recently, through prompting, the Department has recognized the
need to take a more strategic view of its cyber ranges. In a report
to Congress requested in section 933 of the National Defense Au-
thorization Act for Fiscal Year 2012 (Public Law 112-81), Report
on Acquisition and Oversight of Department of Defense Cyberspace
Operations Capabilities, the Under Secretary of Defense for Acqui-
sition, Technology, and Logistics stated that the Department’s
Cyber Investment Management Board has directed the Director of
the Test Resources Management Center and the Director of Oper-
ational Test and Evaluation to develop an enterprise roadmap for
cyber T&E infrastructure capabilities. Furthermore, the committee
is awaiting a brief on the Department’s analysis of T&E resources
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needed to address the capability gaps outlined by the “2010 Test
and Evaluation Strategic Plan”—a reporting requirement from the
House report accompanying H.R. 1540 (H. Rpt. 112-78) of the Na-
tional Defense Authorization Act for Fiscal Year 2012.

However, these activities have not yet addressed the key issue of
centralized oversight and management of these or potentially new
cyber ranges. While the committee sees the management of cyber
ranges as a natural extension of the Department’s oversight of the
Major Range and Test Facilities Base through the Test Resources
Management Center, the committee believes that the Department
should conduct its own evaluation. Hence, the committee directs
the Under Secretary of Defense for Acquisition, Technology, and
Logistics and the Under Secretary of Defense for Intelligence,
working with the Director of Operational Test and Evaluation, and
the Director of the Test Resources Management Center to submit
a report to the congressional defense committees 180 days after the
enactment of this Act on the determination of an entity within the
Department that will have oversight of the cyber T&E range infra-
structure, funding and personnel.

In addition to identifying the management structure for the
cyber ranges, this report shall identify the entities (e.g., such as ex-
ecutive agents) that will provide funding and resources for the op-
eration and modernization of the ranges, as well as the mecha-
nisms for the allocation of range resources to range users. The com-
mittee expects that future budget requests will not simply arrest
but reverse the decline in funding and activities at the Depart-
ment’s cyber ranges, commensurate with the importance that the
Department attaches to the cyber mission.

Department of Defense labs workforce and infrastructure

As a key element of the Department of Defense’s (DOD’s) roughly
$12.0 billion per year science and technology portfolio, its labora-
tories contribute to a broad range of science and technology activi-
ties, ranging from conducting Nobel-prize winning basic research to
rapidly developing and fielding capabilities for the warfighter. The
lab enterprise includes 62 organizations spread across 22 states
with a total workforce of about 60,000 employees, more than half
of whom are degreed scientists and engineers. In certain critical
national security-related areas, these organizations—and more im-
portantly, the highly skilled scientists, engineers and technicians in
them—are national assets.

The committee understands that among the numerous challenges
facing the DOD lab enterprise, two key issues require focused and
sustained attention:

(a) recruiting and retaining the best and brightest scientists,
engineers, and technicians; and
(b) modernizing aging infrastructure.

Congress has provided a number of authorities to the labs over
the years, including direct hiring authority of scientists and engi-
neers with advanced degrees. However, in testimony before the
Subcommittee on Emerging Threats and Capabilities Sub-
committee of the Senate Committee on Armed Services on April 17,
2012, it appears that there may be a need for the labs to have a
similar authority for scientists, engineers, and technicians with un-
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dergraduate technical degrees with unique skills, expertise, and ex-
perience. Hence, the committee directs each service science and
technology executive, consulting with the Assistant Secretary of
Defense for Research and Engineering and the Under Secretary of
Defense for Personnel and Readiness, to submit a report to the con-
gressional defense committees not later than 180 days after the en-
actment of this Act that will describe whether direct hiring author-
ity of undergraduate scientists and engineers is required, and pro-
vide an explanation why existing authorities under the laboratory
personnel demonstration program authorized by section 342 of the
National Defense Authorization Act for Fiscal Year 1995 (Public
Law 103-337), as amended, are not sufficient to meet this need for
direct hiring authority.

Concerning aging laboratory infrastructure, the committee is
pleased that the Army has initiated a survey of its laboratory infra-
structure and directs the Navy and Air Force to undertake similar
surveys of its laboratory infrastructure. In addition, the committee
understands the Assistant Secretary of Defense for Research and
Engineering is also conducting a survey of the DOD’s laboratories.
The committee directs the services to brief the congressional de-
fense committees on the results of their surveys no later than
March 1, 2013.

Dry Combat Submersible

The committee notes that U.S. Special Operations Command
(USSOCOM) has deferred plans for the foreseeable future to pro-
cure Dry Combat Submersible-Light and associated Future Dry
Deck Shelter Extension Modifications in light of higher priority re-
quirements and budget constraints. The committee also notes
USSOCOM intends to continue forward with modified plans to field
a single Dry Combat Submersible variant. The committee expects,
consistent with the National Defense Authorization Act for Fiscal
Year 2012 (Public Law 112-81), that the Under Secretary of De-
fense for Acquisition, Technology, and Logistics will make a deter-
mination, prior to a milestone B decision, on whether to treat the
Dry Combat Submersible program as a Major Defense Acquisition
Program.

Energy efficiency research and development coordination
and transition

The committee is encouraged by the Defense Department’s ef-
forts to coordinate with the Department of Energy in pursuing and
evaluating energy efficient technologies. The wide variety of invest-
ments made by the Defense Department towards reducing energy
usage has already illustrated savings; however, the numerous orga-
nizations pursuing these initiatives within the Defense Department
and other federal agencies also presents increasing potential for
duplicative research and development as well as successful tech-
nologies not identified and effectively transitioned. The continued
cooperation and combination of technical expertise as coordinated
in the July 2010, memorandum of understanding (MOU) between
the Departments of Defense and Energy is important in maxi-
mizing the return on these investments. The committee encourages
the Defense Department to continue both internal efforts and co-
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ordination with other agencies to manage ongoing and planned en-
ergy efficiency research and development as well as continuing to
establish processes for effectively transitioning technologies for
broader application across the Department of Defense.

Hexavalent chromium

The committee is encouraged by the Defense Department’s ef-
forts to reduce and eliminate materials identified by the Depart-
ment of Defense Chemical and Material Risk Management Direc-
torate. In particular, the Department outlined aggressive plans to
reduce the use of hexavalent chromium. The committee supports
the Department’s efforts to continue to pursue research, develop-
ment, testing, and evaluation of substitute solutions as well as ef-
fective transition into existing and future programs of record.

Human bone collections for Department of Defense research

The committee understands the importance of the Department of
Defense (DOD) to conduct research and study collections of human
bones. This research has contributed to the development of per-
sonal protective equipment, improved medical procedures, as well
as medical devices for wounded service members. Furthermore, the
committee understands that collections currently utilized by DOD
may require a significant wait-time to conduct the necessary re-
search and the collections may lack the demographic diversity in
size and other characteristics needed to represent the U.S. armed
services today.

The committee encourages the DOD to utilize as broad of a spec-
trum of publicly available bone collections as possible and relevant
when conducting research requiring the use of human bones.

Hypersonics ground test and evaluation capabilities and
workforce

Crucial to advancing the field of hypersonics that will support
the development of advanced weapons systems, is a robust ground
test and evaluation infrastructure that enables a broad range of re-
search and development capabilities. Whether for vehicle aero-
dynamics, thermal design, or propulsion system development,
ground test facilities are crucial to not only reducing risk in devel-
opment, but for the research community to expand foundational
knowledge in this area of aeronautics, as well as to increase con-
fidence in computational design tools.

Much of the U.S. hypersonics test and evaluation infrastruc-
ture—primarily shared between the Department of Defense (DOD)
and the National Aeronautics and Space Administration (NASA),
but also including some capabilities in other parts of the govern-
ment and the private sector—is dated; existing facilities have limits
in either test duration, or in accurately replicating the physics of
hypersonic flows, or in the size of the models that can be tested.
Furthermore, the development of hypersonic air vehicles—includ-
ing gliders or those with air breathing propulsion—has experienced
periods of increasing and decreasing demand in the past few dec-
ades. This situation has led to a large degree of uncertainty in the
demand for hypersonic test and evaluation facilities and hence they
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have been a target for cost savings in the current fiscal environ-
ment.

However, the DOD’s new defense strategic guidance emphasizes
the importance of projecting power despite anti-access/area denial
challenges. In addition to rebalancing focus towards the Asia-Pa-
cific region, the guidance states that the U.S. military “will invest
as required to ensure its ability to operate effectively in anti-access
and area denial (A2/AD) environments.”

The committee notes that the wide expanses of distances in the
Asia-Pacific region, the growing A2/AD threat which requires great-
er stand-off distances, and the increasing need in modern warfare
for fast response times for time-critical targeting all point to the
need for the Department to invest in high-speed weapon and plat-
form technologies, including hypersonics.

The committee notes that the state of the Nation’s hypersonics
ground test and evaluation facilities and workforce have not re-
ceived adequate attention over the years facing both threats of
divesture as well as gradual decay, and is concerned that the broad
developmental hypersonics community needs renewed attention.

Hence, the committee directs the Secretary of the Air Force to
conduct a study on the ability of the Air Force air and ground test
and evaluation infrastructure facilities, including wind tunnels and
air test ranges, as well as associated instrumentation, to support
defense hypersonic test and evaluation activities for the near and
far term. The study should consider the needs of research and tech-
nology development as well as potential future DOD weapons pro-
grams. The Secretary shall incorporate the results of the study into
a master plan for requirements and proposed investments to meet
the DOD needs through 2025. The Secretary of the Air Force shall
consult with the secretaries of the other military departments, the
Directors of the appropriate defense agencies, the Assistant Sec-
retary of Defense for Research and Engineering (who oversees the
Joint Technology Office on Hypersonics), and the Director of the
Test Resource Management Center to assess the requirements
needed to support hypersonic research, development, test, and eval-
uation throughout the DOD and to include all DOD requirements
in the master plan. In addition, the Secretary shall consult with
NASA and leverage current studies under the National Partnership
for Aeronautical Testing.

The study shall contain the following:

(a) Document the current condition and adequacy of the Air
Force test and evaluation infrastructure required to support
hypersonic research and development within DOD;

(b) Identify test and evaluation infrastructure that could be
used to support DOD hypersonic research and development
outside the Department of the Air Force and assess means to
ensure the availability of such capabilities to the DOD now and
in the future; and

(¢) Include a time phased plan to acquire required hypersonic
research and development test and evaluation capabilities in-
cluding identification of the resources necessary to acquire any
needed capabilities that are currently not available.

The Secretary shall submit a report of the findings of this study
not later than 1 year after the enactment of this Act.
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According to section 139d(a)(5)(D) of the Weapon System Acquisi-
tion Reform Act (WSARA) of 2009 (Public Law 111-23), the Deputy
Assistant Secretary of Defense (DASD) for Developmental Test and
Evaluation (DT&E) shall provide advocacy, oversight, and guidance
to elements of the acquisition workforce responsible for develop-
mental test and evaluation. In addition, section 139d(b)(1)(A) of
WSARA mandates that the service acquisition executive of each
military department develops plans to ensure the military depart-
ment concerned has provided appropriate resources for develop-
mental test organizations with adequate numbers of trained per-
sonnel.

Hence, the Deputy Assistant Secretary of Defense for Develop-
mental Test and Evaluation, dual-hatted as the Director of the Test
Resource Management Center, shall work with the Air Force acqui-
sition executive, as well as the Commanders of the Air Force Mate-
riel Command and the Air Force Research Laboratory, to ensure
that the following objectives are met:

(a) Develop and sustain the expertise of the hypersonics test
and evaluation workforce; and

(b) Develop the next generation of hypersonics T&E experts
via Science, Technology, Engineering, and Mathematics efforts.

The DASD for DT&E, along with the two Air Force officials iden-
tified, shall brief the congressional defense committees no later
than 180 days after the enactment of this Act on what specific
steps are being taken to meet these objectives.

Internet cartography

One of the foundations of military operations are up-to-date
maps that vary in scale and detail to enable commanders to vis-
ualize the terrain, understand the operational situation, plan
courses of action, and create a common understanding with subor-
dinates and peers. The Department of Defense (DOD) for decades
has supported a combat support defense agency whose mission has
solely or largely been focused on mapping, charting and geodesy.

In the cyber domain, the need to understand the operational “ter-
rain” is no less important. Yet, DOD has never established a tele-
communications and computer network mapping program to ad-
dress Department-wide requirements for intelligence, network de-
fense, campaign planning, exercises and wargames, support to mili-
tary operations, targeting, and establishing a common operational
picture. The National Security Agency (NSA) certainly collects and
analyzes a wealth of data on foreign networks, but it does so only
to support its mission set, and not on a comprehensive or con-
sistent basis. Other DOD components map the cyber terrain in
even more sporadic and limited ways.

In part, this basic need has not been met because it has been
considered to be too hard—the Internet appears to be too complex,
too large in scale, and experiencing too rapid changes. In addition,
collecting the necessary detail accurately at the necessary volume
and speed was considered technically too difficult.

This appears to be changing. Commercial capabilities exist that
hold promise for meeting the needs of U.S. Cyber Command and
the intelligence community.
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The committee encourages the Cyber Command J-3, the NSA
Threat Operations Center, and the Defense Information Systems
Agency-managed Community Data Center to collaborate on a pilot
program to demonstrate a capability to produce detailed, accurate
Internet maps, update them rapidly, display them interactively,
and overlay enriching information. The committee believes that an
effective pilot demonstration program could be conducted inexpen-
sively, and encourages the Department to pursue such efforts with
available resources.

The committee also directs the Vice Chairman of the Joint Chiefs
of Staff, in conjunction with the Under Secretary of Defense for
Policy, to undertake a study of DOD’s broad needs for cyberspace
mapping and make a recommendation on whether DOD needs to
create a focused program and assign the mission to one or more or-
ganizations to manage. The Vice Chairman shall brief the congres-
sional defense committees on this assessment by March 1, 2013.

Massachusetts Institute of Technology—Lincoln Laboratory
improvement project

As a designated Department of Defense Federally Funded Re-
search and Development Center, Lincoln Laboratory conducts re-
search and development pertinent to national security on behalf of
the military services, the Office of the Secretary of Defense, the in-
telligence community, and other government agencies. The com-
mittee understands that the Air Force and Lincoln Laboratory are
considering modernizing and improving some of the Laboratory’s
research facilities required for the development of certain systems
and technology for national security needs.

The committee strongly urges the Department of Defense to ex-
pedite its deliberations with the Office of Management and Budget
to develop a path forward to permit the Air Force to conclude an
arrangement with the Massachusetts Institute of Technology for
improving and modernizing the Lincoln Laboratory complex at
Hanscom Air Force Base, Massachusetts.

Medical Countermeasures Initiative

The budget request included $98.9 million in a variety of de-
fense-wide research and development budget lines for the Medical
Countermeasures Initiative (MCMI). This initiative is intended to
advance significantly the development and manufacturing of bio-
defense medical countermeasures, including vaccines and thera-
peutics. Such advances are important to meet the growing risks of
biological threats, including genetically engineered threats, poten-
tial terrorist threats, and naturally occurring disease outbreaks
like pandemic influenza.

The committee notes that this initiative is a coordinated and col-
laborative interagency effort, guided by updated national strategy
and guidance documents, and involves particularly close coopera-
tion between the Department of Defense and the Department of
Health and Human Services. Congress has previously encouraged
such interagency collaboration and coordination, and the committee
commends the administration for placing a priority on improving
the medical countermeasures capability of the nation, particularly
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countermeasures to protect military forces against biological
threats.

The MCMI program is intended to establish an advanced devel-
opment and manufacturing facility on a cost-shared basis with in-
dustry and academia. The Department will not own the facility,
which will ensure this approach is more cost-effective and efficient
than would otherwise be the case.

The committee notes that section 1601 of the National Defense
Authorization Act for Fiscal Year 2004 (Public Law 108-136), di-
rected the Secretary of Defense to “carry out a program to accel-
erate the research, development and procurement of biomedical
countermeasures, including but not limited to therapeutics and
vaccines, for the protection of the Armed Forces . . .”. The com-
mittee believes the MCMI program is an important effort to meet
this requirement.

Naval electromagnetic railgun projectiles

The Navy is developing an electromagnetic rail gun for engage-
ments of surface and air threats at ranges up to 200 nautical miles.
The committee expressed concerns with the program last year, but
now feels that the Navy is making progress in overcoming the var-
ious technical challenges on the launcher. However, much remains
to be done on the development of suitable projectiles.

The committee is aware that in the past, the Navy and the De-
fense Advanced Research Projects Agency (DARPA) discussed col-
laborating on projectile development, but no serious joint efforts
emerged. The committee now understands that the Navy and
DARPA are planning to work together on projectile development,
including hardening and guidance/navigation systems. The tech-
nologies may include low cost sensors tolerant of high accelerations
and temperatures, advanced materials, modeling and simulation,
and exo-atmospheric control systems. Given the investments made
to date in the launcher, the committee fully supports this collabora-
tion. The committee also encourages the Navy and the Air Force
to collaborate on this project given the Air Force’s expertise in
hypersonics, as well as high-speed, high acceleration fusing and
warhead technologies.

Naval Engineering Education Center

The committee notes that the Navy faces significant challenges
in training and hiring the next-generation of naval engineers. As
former Secretary of the Navy Donald Winter said in 2007, “Hiring
top-quality people who have experience with large shipbuilding pro-
grams is essential. The ability to assign an experienced and capa-
ble team must be a precondition to a program’s initiation. Finding
and developing the people we need is easier said than done, and
it will take time to rectify this problem, but we cannot ignore the
leverage that can be obtained by putting the right, experienced and
prepared people, in the right positions.” The Naval Engineering
Education Center (NEEC) was established in 2010 to help address
the issues identified by then-Secretary Winter and now supports
research and educational opportunities for more than 100 students
at member universities with the goal of attracting and retaining
qualified naval engineering talent. The committee commends the
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Navy for proactively working to address its naval engineering
workforce issues and has been impressed with the success of the
program in meeting its goals to date.

However, the committee is concerned that the Navy has not iden-
tified a long-term, stable funding source for the NEEC. The com-
mittee understands that, to date, the NEEC has been substantially
funded by Operation and Maintenance funds provided to Navy lab-
oratories to pay for overhead expenses. The committee believes this
is an unsustainable funding arrangement and is concerned that
continuing in such a way will hinder the growth and effectiveness
of the NEEC over time. The committee believes robust and predict-
able funding is important to sustaining meaningful research activi-
ties, recruiting students to participate in the program, and ensur-
ing professors and Navy personnel remain fully engaged.

In light of these concerns, the committee directs the Secretary of
the Navy to provide a report, not later than December 31, 2012,
outlining: (1) the Navy’s plan to ensure the sustainability of the
NEEC; (2) the potential funding sources to provide robust and pre-
dictable support to the program; (3) the projected funding levels for
the NEEC across the future-years defense program; (4) a value as-
sessment of the NEEC to date in meeting the goals of the program;
and (5) the metrics the Navy will use to measure the success of the
program in future years.

Support for the Minerva Research Initiative

The budget request included $19.4 million in PE 61110D8Z for
Department of Defense Basic Research Initiatives. Of this amount,
$16.5 million was requested for the Minerva Research Initiative.

The Minerva program was established by then-Secretary of De-
fense Robert Gates in 2008 as a way to improve the Department’s
understanding of social, cultural, and political forces that shape re-
gions of the world of strategic importance to U.S. national security
policy. The current Secretary of Defense, Leon Panetta, has since
expressed his support for the initiative.

The committee supports the Department’s fiscal year 2013 fund-
ing request for Minerva, despite a significant cut in the program’s
fiscal year 2012 appropriations that unfortunately impacted the
number of new research grants. The committee believes that the
research supported by Minerva is more important than ever in to-
day’s uncertain geopolitical environment. It is important to develop
a deeper understanding for responses to significant events and
issues such as the Arab awakening, the continuing—and growing
in some regions—threat of violent Islamic extremism, and the dy-
namics of resource-driven conflicts in many parts of the world. In
addition, it is vital to gain a better understanding of, and respond
to, the trends and developments in China’s military growth and
modernization, strategic interests, and technological advances, par-
ticularly as they relate to the People’s Liberation Army’s role in
setting priorities and influencing China’s national security, eco-
nomic, and foreign policy agenda.

To this end, the committee encourages the Assistant Secretary of
Defense for Research and Engineering and the Under Secretary of
Defense for Policy to ensure that fiscal year 2013 funds for the Ini-
tiative properly reflect the new strategic defense guidance, pub-
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lished by the Department of Defense in 2012. The committee also
urges the Initiative to invest in nationally recognized academic ex-
perts for the chairs at the professional military education insti-
tutes. Lastly, the committee encourages the Department to ensure
that funding for Minerva-type research increases in the individual
services.






TITLE III—OPERATION AND MAINTENANCE
Subtitle A—Authorization of Appropriations

Operation and maintenance funding (sec. 301)

The committee recommends a provision that would authorize ap-
propriations for operation and maintenance activities at the levels
identified in section 4301 of division D of this Act.

Subtitle B—Energy and Environmental Provisions

Department of Defense guidance on environmental expo-
sures at military installations (sec. 311)

The committee recommends a provision that would require the
Secretary of Defense to issue guidance relating to how the military
departments and other defense agencies deal with the possible ex-
posure of individuals to environmental contamination at military
installations.

Section 314 of the Ike Skelton National Defense Authorization
Act for Fiscal Year 2011 (Public Law 111-383) directed the Comp-
troller General of the United States to conduct an assessment of
possible exposures to environmental hazards on military installa-
tions and examine related policies and processes of the Department
of Defense (DOD) and other aspects of how environmental expo-
sures are handled. On May 1, 2012, the Government Accountability
Office (GAO) issued its final report entitled, DOD Can Improve Its
Response to Environmental Exposures on Military Installations
(GAO-12-412). As this title implies, the GAO found various limita-
tions in existing DOD policies and processes that impact adversely
on the Department’s ability to address environmental exposures of
people living and working at military installations. To address
tlllege deficiencies, GAO made a number of recommendations, to in-
clude:

1. Establishing procedures to track and document status and
nature of DOD responses to the Agency for Toxic Substances
and Disease Registry (ATSDR) recommendations and findings
of significant risk, and to update the Memorandum of Under-
gtanding between DOD and ATSDR to reflect these new proce-

ures;

2. Establishing a policy that identifies when installations
should consider requesting public health assessments in addi-
tiog to the initial assessments at National Priorities List sites;
an

3. Provide guidance on what actions, if any, DOD should
take to identify and address possible health risks faced by indi-
viduals from past exposures at military installations.

DOD, in its comments on the GAO recommendations, concurred
with part of the first recommendation, but did not concur with part

(79)
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of the first recommendation or with the second or third rec-
ommendation.

The committee agrees that these recommendations would help
improve the policies and procedures within the DOD regarding the
handling of possible environmental exposures at military installa-
tions, would result in more consistent responses to these issues
throughout Department, and would advance the goal of providing
safe and environmentally sound living and working conditions on
military installations.

Funding of agreements under the Sikes Act (sec. 312)

The committee recommends a provision that would amend the
Sikes Act (16 U.S.C. 670 et seq.) to allow funds committed by the
Department of Defense in a cooperative agreement to be made in
a lump sum and to be placed in an interest bearing account with
the interest available to be applied for the same purposes as the
principal.

Limitation on availability of funds for procurement of alter-
native fuel (sec. 313)

The committee recommends a provision that would prohibit the
use of funds authorized to be appropriated to the Department of
Defense in fiscal year 2013 from being obligated or expended for
the production or sole purchase of an alternative fuel if the cost ex-
ceeds the cost of traditional fossil fuels used for the same purpose,
except for continued testing purposes.

The committee notes that in December 2011, the Defense Logis-
tics Agency, on behalf of the Department of the Navy, purchased
450,000 gallons of biofuels for $12.0 million, which equates to
$26.66 a gallon. According to the Department of the Navy it was
the single largest purchase of biofuel in government history and
was carried out in order to “demonstrate the capability of a Carrier
Strike Group and its air wing to burn alternative fuels.” The De-
partment of the Navy noted that, despite the use of operation and
maintenance funds for the purchase, the demonstration is deemed
a research, development, test, and evaluation (RDTE) initiative as
justification for the higher cost per gallon.

The committee also notes that the Vice Chief of Naval Oper-
ations testified before the Subcommittee on Readiness and Manage-
ment Support on May 10, 2012, regarding pressure on readiness
accounts from increased fuel prices that “every $1 increase in the
price per barrel of fuel results in approximately $31M of additional
cost annually above our budgeted level.” Therefore, the high cost of
fuel has direct and detrimental impact on other readiness accounts.

The committee strongly supports initiatives undertaken by the
Department of Defense to reduce the fuel demand of the oper-
ational forces through affordable new technologies that increase
fuel efficiency and offer alternative sources of power. But given the
pressure placed on current and future defense budgets, the com-
mittee is concerned about the use of operation and maintenance
funds to pay significantly higher costs for biofuels being used for
RDTE efforts. Therefore, the committee directs the Secretary of De-
fense to develop and promulgate guidance to the military services
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and defense agencies on the difference between the operational use
of alternative fuels versus continued RDTE initiatives.

Subtitle C—Logistics and Sustainment

Repeal of certain provisions relating to depot-level mainte-
nance (sec. 321)

The committee recommends a provision that would repeal the
amendments to provisions relating to depot-level maintenance
made by sections 321 and 327 of the National Defense Authoriza-
tion Act for Fiscal Year 2012 (Public Law 112—-81).

Sections 321 and 327 were intended to make the existing re-
quirements more “visible and readily understood” without making
any substantive change. However, the new language included
changes that could significantly impact the balance of work be-
tween the public and private sectors. For example:

o Before the enactment of the new provisions, section 2460 of
title 10, United States Code, excluded major modifications and up-
grades from the definition of depot-level maintenance. The amend-
ments made by section 321 eliminated this exclusion.

o Before the enactment of the new provisions, section 2460 and
section 2464 of title 10, United States Code, excluded nuclear air-
craft carrier refueling availabilities from the definition of depot-
level maintenance and from the requirement for core logistics capa-
bilities. The amendments made by sections 321 and 327 eliminated
these exclusions.

o Before the enactment of the new provisions, section 2464 ex-
cluded special access programs. The amendments made by section
327 eliminated this exclusion.

o Before the enactment of the new provisions, section 2464 ap-
plied only to programs of record. The amendments made by section
327 extended the applicability of the provision to any military
equipment that “is fielded in support of operations.”

Moreover, even language changes that the Department of De-
fense has assessed to have no substantive impact—such as the
change in terminology from “core logistics capabilities” to “core
depot-level maintenance and repair capabilities”—may have unin-
tended consequences.

The Department of Defense has indicated that it will attempt to
address problems caused by the new language through creative in-
terpretation of the statutory language and the issuance of multiple
waivers (including categorical waivers) to the core logistics require-
ments in section 2464 and the so-called “50-50” requirements in
section 2466 of title 10, United States Code. While it appears that
this approach will enable the department to get through fiscal year
2012 without major disruption of public sector or private sector
depot activities, extensive reliance on questionable statutory inter-
pretations and waivers to comply with a statute that is otherwise
unworkable is not good precedent or good policy.

While it might be possible to fix specific problems in the new
statute through targeted amendments, the committee is concerned
that such targeted amendments could themselves raise difficult
issues of interpretation. The previous balance between public and
private sectors was achieved not only by statutory language, but
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also by longstanding policies and practices, some of which differed
from military department to military department. The new legisla-
tion, in its effort to make the statutory language more visible and
readily understood, has placed many of these longstanding policies
and practices in question.

For this reason, the committee concluded that the best alter-
native is to repeal sections 321 and 327 and restore the former
statutory language in its entirety. By making this repeal retro-
active to the date of the enactment of the National Defense Author-
ization Act for Fiscal Year 2012, the committee intends to ensure
that waivers issued during the period when the amendments made
by sections 321 and 327 were in effect have no precedential value.

The committee directs the military departments to interpret the
restored statute in accordance with longstanding policies and prac-
tices that were in place before the enactment of the National De-
fense Authorization Act for Fiscal Year 2012.

Subtitle D—Reports

Annual report on Department of Defense long-term corro-
sion strategy (sec. 331)

The committee recommends a provision that would amend sec-
tion 371 of the National Defense Authorization Act for Fiscal Year
2008 (P.L. 110-181, 10 U.S.C. 2228) to require the Department of
Defense to provide additional information on corrosion projects in
reports to Congress, including validated returns on investment for
completed corrosion projects, activities, and information on how
corrosion funding is used for military projects, the Technical Corro-
sion Collaboration pilot program, and other corrosion-related activi-
ties.

Modified deadline for Comptroller General review of annual
report on prepositioned materiel and equipment (sec.
332)

The committee recommends a provision that would modify the
deadline for the annual report on prepositioned materiel and equip-
ment conducted by the Government Accountability Office.

Subtitle E—Other Matters

Savings to be achieved in civilian workforce and contractor
employee workforce of the Department of Defense (sec.
341)

The committee recommends a provision that would require the
Secretary of Defense to develop and begin implementation of a plan
to achieve savings in funding for the civilian workforce and the
service contractor workforce of the Department of Defense (DOD)
that are not less, as a percentage of such funding, than the savings
in funding for military personnel achieved by the planned reduction
in military end strength contained in the budget request for fiscal
year 2012. Current DOD plans call for a reduction in military end
strength in excess of 5 percent through fiscal year 2017. The com-
mittee estimates that a comparable level of savings in the civilian
and service contractor workforces will total in excess of $5.0 billion
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over 5 years, over and above any savings that the Department may
already plan or expect to achieve as a result of initiatives already
in place.

The provision would exempt expenses for civilian employees in
mission critical occupations, personnel employed at military depots,
and the offices of the Inspector General of the Department of De-
fense, and for contractor employees performing maintenance and
repair of military equipment, medical services, and financial audit
services. It would authorize the Secretary to establish additional
exemptions, if he determines that they are necessary for the per-
formance of critical functions in the interest of national defense.
The committee concludes that these exceptions provide the Depart-
ment with ample flexibility to ensure that the Department has the
capacity it needs to perform its critical missions. The committee ex-
pects the Secretary to continue to seek savings with regard to crit-
ical functions, such as maintenance and repair of military equip-
ment, even though they are exempt from the reductions under this
provision.

The committee acknowledges that the DOD efficiencies initia-
tives will result in an overall reduction in civilian personnel of al-
most 2 percent, and additional savings through the freeze on civil-
ian pay increases. The committee is also aware that the efficiencies
initiatives, coupled with the requirements of section 808 of the Na-
tional Defense Authorization Act for Fiscal Year 2012 (Public Law
112-81), have resulted in significant savings in the service con-
tractor workforce.

However, these policies were established before the administra-
tion’s decision to reduce military end strength by 123,900 over the
next 5 years—a 6.8 percent reduction for the Army, 3.9 percent re-
duction for the Navy, 8.3 percent reduction for the Marine Corps
and 2.3 percent reduction for the Air Force. This provision will en-
sure that savings achieved in the civilian personnel workforce and
the contractor employee workforce are brought in line with savings
from the newer, deeper cuts to military end strength.

The committee notes that the Comptroller General, in the “2012
Annual Report: Opportunities to Reduce Duplication, Overlap and
Fragmentation, Achieve Savings, and Enhance Revenue,” con-
cluded that DOD should continue to consolidate or eliminate de-
fense headquarters to achieve additional efficiencies. In the devel-
opment of plans to reduce federal civilian personnel expenses, par-
ticular attention should be paid to reduction of management head-
quarters. The committee expects the Secretary to take into account
the strategic workforce plan, and critical capabilities included
therein, in the development of plans to reduce expenditures for fed-
eral civilian personnel of the Department.

NATO Special Operations Headquarters (sec. 342)

The committee recommends a provision that would authorize the
Department of Defense to provide up to $50.0 million in fiscal year
2013 and subsequent years to the North Atlantic Treaty Organiza-
tion Special Operations Headquarters (NSHQ) for the purposes of:
(1) improving coordination and cooperation between the special op-
erations forces of North Atlantic Treaty Organization (NATO) na-
tions; (2) facilitating joint operations by special operations forces of
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NATO nations; (3) supporting command, control, and communica-
tions capabilities peculiar to special operations forces of NATO na-
tions; (4) promoting special operations forces intelligence and infor-
mational requirements within the NATO structure; and (5) pro-
moting interoperability through the development of common equip-
ment standards, tactics, techniques, and procedures, and through
execution of multinational education and training programs. Addi-
tionally, the recommended provision requires an annual report
summarizing Department of Defense support to the NSHQ.

The committee notes that the Secretary of Defense designated
the U.S. Special Operations Command (USSOCOM) as the “Lead
Component with Executive Agent Responsibilities” for the NSHQ
on November 5, 2010. The committee also notes that the U.S. Army
continues to retain funding responsibilities for the NSHQ as the
designated administrative agent for NATO. The committee further
notes that the Secretary of Defense has directed USSOCOM and
the Army to complete a Memorandum of Agreement detailing their
respective roles and responsibilities as they relate to the NSHQ.
The committee expects funding of the NSHQ will be executed in ac-
cordance with the specified Memorandum of Agreement.

Repeal of redundant authority to ensure interoperability of
law enforcement and emergency responder training
(sec. 343)

The committee recommends a provision that would amend sec-
tion 372 of title 10, United States Code, to ensure that Department
of Defense support to a federal, state, or local law enforcement or
emergency response agency to prepare for or respond to an emer-
gency involving chemical or biological agents is consistent with the
national preparedness system and other statutory changes made
since the creation of the Department of Homeland Security.

Budget Items

General Fund Enterprise Business System Realignment

The budget request included $556.3 million in Operation and
Maintenance, Army (OMA), for administration.

The committee has received a request from the Army to realign
$17.2 million into General Fund Enterprise Business System
(GFEBS) to support the engineering development effort necessary
to process classified and sensitive transactions and to mitigate the
risk of exposing classified information.

Accordingly, the committee recommends a decrease of $17.2 mil-
lion in OMA for GFEBS realignment.

Museum funding decrease for ahead of need request

The budget request included $1.1 billion in Operation and Main-
tenance, Army (OMA), for Other Service Support, of which $8.1
million was for the National Museum of the United States Army.

The Army’s budget growth justification cited, “exhibits planning,
fabrication, installation, storage and conversation for the initial
opening of the museum”. However, given the museum has yet to
be built, the committee is concerned that the increase of funding
requested for museum exhibits is ahead of need. Accordingly, the
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committee recommends a decrease of $8.1 million in OMA for the
National Museum of the United States Army.

Unobligated Operation and Maintenance balances

The budget request included $36.6 billion for Operation and
Maintenance, Army (OMA), $41.6 billion for Operation and Mainte-
nance, Navy (OMN), $5.9 billion for Operation and Maintenance,
Marine Corps, $35.4 billion for Operation and Maintenance, Air
Force (OMAF), and $31.9 billion for Operation and Maintenance,
Defense-wide (OMDW).

The committee notes that the sustained challenges associated
with combat operations in Afghanistan have created a difficult fis-
cal management situation, especially for the Army and Marine
Corps. However, the Department of Defense continues to under-
execute its Operation and Maintenance (O&M) appropriations. The
Government Accountability Office has informed the committee that
the average annual O&M unobligated balances for fiscal years
2007-2011 were $1.4 billion for the Army, $286.1 million for the
Navy, $386.5 million for the Air Force, $91.8 million for the Marine
Corps, and $340.8 million for Defense-wide. These continued exces-
sive unobligated balances are not consistent with sound steward-
ship of taxpayer dollars. In light of the fiscal management chal-
lenges, the committee concludes that certain reductions are appro-
priate.

Accordingly, the committee recommends a decrease of $120.0 mil-
lion to OMA, a decrease of $23.0 million to OMN, a decrease of
$32.0 million to OMAF, and a decrease of $25.0 million to OMDW.

U.S. Special Operations Command Operation and Mainte-
nance

The budget request included no funding in Operation and Main-
tenance, Defense-wide, for U.S. Special Operations Command
(USSOCOM). A clerical error placed USSOCOM’s base request of
$5,091.0 million for Operation and Maintenance incorrectly in the
“classified programs” budget line. Therefore, the committee rec-
ommends a transfer of $5,091.0 million from the Classified Pro-
grams Operation and Maintenance budget line to the USSOCOM
Operation and Maintenance budget line, reflecting the amounts
shown in the budget justification documents.

Defense Security Cooperation Agency

The budget request included $557.9 million in Operation and
Maintenance, Defense-wide (OMDW), for the Defense Security Co-
operation Agency (DSCA). Of this amount, the request included
$365.0 million for the Global Train and Equip program to build the
capacity of foreign military forces to meet emerging security
threats. The requested amount for the Global Train and Equip pro-
gram would be $15.0 million in excess of the program’s currently
authorized level for fiscal year 2012 of $350.0 million under section
1206 of the National Defense Authorization Act for Fiscal Year
2006 (Public Law 109-163), as most recently amended by section
1204 of the National Defense Authorization Act for Fiscal Year
2012 (Public Law 112-81).
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Further, the budget request included $2.6 million for the DSCA’S
Security Cooperation Assessment Office (SCAO). The SCAO is an
initiative by DSCA to gather, analyze, and assess the impact of the
Department’s security cooperation programs and initiatives. The
committee continues to believe such an assessment of DSCA’s pro-
grams is necessary. That is why in the Senate report accompanying
S. 1235 (S. Rept. 112-26) of the National Defense Authorization
Act for Fiscal Year 2012 the committee directed the Comptroller
General of the United States to conduct such an audit of DSCA’s
programs and develop recommendations on how to improve DSCA’s
current activities. The committee looks forward to reviewing the
Comptroller General’s findings and in a separate section of this re-
port directs the Comptroller General to undertake additional work
to address the Department’s needs in this area.

Therefore the committee recommends a decrease of $17.6 million
to OMDW for DSCA, consisting of a decrease of $15.0 million to the
Global Train and Equip program and a decrease of $2.6 million to
the SCAO.

Defense-wide funding decrease for ahead of need request

The budget request included $253.4 million in Operation and
Maintenance, Defense-wide (OMDW), for the Office of Economic
Adjustment (OEA), of which $139.4 million was for socioeconomic
and water/wastewater infrastructure improvements related to the
relocation of Marines to Guam.

Given the reevaluation of the relocation of Marines to Guam, the
committee is concerned that the funds requested for the OEA are
ahead of need. Accordingly, the committee recommends a decrease
of $139.4 million in OMDW for the OEA.

Enhanced intelligence, surveillance, and reconnaissance
support to Operation Observant Compass

The budget request included classified amounts for United States
Africa Command (AFRICOM) intelligence activities, including sup-
port to Operation Observant Compass (OOC). The committee rec-
ommends an increase of $50.0 million, in Operation and Mainte-
nance, Defense-wide, line 280, to expand and enhance the intel-
ligence, surveillance, and reconnaissance (ISR) support to
AFRICOM’s OOC—the ongoing operation to support the efforts of
Ugandan and other regional militaries to remove senior leaders of
the Lord’s Resistance Army (LRA) from the battlefield in Central
Africa.

The committee supports AFRICOM’s ongoing operation in Cen-
tral Africa in support of partner nation militaries, and the com-
mittee is eager to ensure U.S. service members deployed to advise
and assist these regional efforts are provided with the resources
and unique enabling support required to ensure mission success.
That is why—pursuant to the policy established by the Lord’s Re-
sistance Army Disarmament and Northern Uganda Recovery Act of
2009 (Public Law 111-172)—in the National Defense Authorization
Act for Fiscal Year 2012 (Public Law 112-81), the committee rec-
ommended and Congress approved a provision permitting the Sec-
retary of Defense to provide not more than $35.0 million in logistics
support, services, and supplies to the national militaries in the re-



87

gion conducting operations to disarm and remove senior elements
of the LRA.

The committee notes that AFRICOM has only limited contractor-
owned and -operated ISR platforms deployed in support of OOC.
These capabilities are inadequate in multiple respects, most nota-
bly their inability to loiter over areas of interest for extended peri-
ods of time and to collect and disseminate various forms of intel-
ligence promptly. While the committee is aware of a number of
temporary and rotational efforts underway to enhance ISR support
to OOC, the committee believes that without additional resourcing
the current operation is likely to remain constrained by poor intel-
ligence support. Without adequate ISR resourcing and support the
committee 1s concerned that OOC will suffer from a lack of critical
tipping-and-cueing intelligence capability to find and locate LRA
forces.

The committee is concerned that AFRICOM’s current resourcing
of this mission through the Air Force Big Safari program office and
its contractors is unnecessarily costly and is not meeting the needs
of the supported forces. The committee directs the Under Secretary
of Defense for Intelligence (USDI) and AFRICOM to evaluate alter-
native capability providers and contracting arrangements, both for
existing and enhanced intelligence support.

The committee also notes that there is enduring high demand for
additional airborne ISR support for AFRICOM and U.S. special op-
erations forces in this region beyond the requirements of the OOC
mission. The committee directs USDI and AFRICOM to consider
these needs when making decisions about platforms, sensors, bas-
ing, and manning.

Operation and Maintenance funding for impact aid

The amount authorized to be appropriated for Operation and
Maintenance, Defense-wide, includes the following changes from
the budget request. The provisions underlying these changes in
funding levels are discussed in greater detail in title V of this com-
mittee report.

[Changes in millions of dollars]

Impact aid for schools with military dependent students .................. 25.0
Impact aid for children with severe disabilities 5.0
TOtAL .o 30.0

Items of Special Interest

Advanced predictive modeling and simulation methodolo-
gies

The committee recognizes that early integration of advanced pre-
dictive modeling and simulation methodologies into program acqui-
sition and life cycle planning can help to avoid cost, reduce cost,
and increase operational readiness by reducing unscheduled main-
tenance. Accordingly, the committee directs the Secretary of De-
fense to examine the appropriate applications of advanced pre-
dictive modeling and simulation technologies in the acquisition
process of major weapon system programs, including prior to Mile-
stone B, and provide a report to the congressional defense commit-
tees by March 30, 2013.
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Air Force strategic basing process

In Senate report accompanying S. 1253 (S. Rept. 112-26) of the
National Defense Authorization Act for Fiscal Year 2012, the com-
mittee directed the Air Force to consider the evaluation of relative
flying operation costs for each candidate base during its strategic
basing process. The committee commends recent efforts made by
the Air Force to do so through the creation of the Air Refueling Re-
ceived Demand Model. The model accounts for refueling demand
from lower priority missions, such as the movement of air show as-
sets, during recent years.

The committee is concerned, however, that the new model ex-
cludes evaluation of the demand for the highest priority activities
as determined by the Joint Chiefs of Staff, including events where
the aircraft departs from and returns to its home station. The air
refueling demand for Priority 1 and Priority 2 sorties includes war-
time and counterdrug missions, missions directed by the President,
the Secretary of Defense, or combatant commanders, Coronet mis-
sions, and the deployment of assets in support of homeland de-
fense. In total, these events account for 16 percent of the total oper-
ational demand for air refueling platforms.

Therefore, the committee directs the Secretary of the Air Force
to report to Congress no later than 90 days after enactment of this
Act, on how the demand for all refueling events in which the air-
craft departs from and returns to home station, regardless of the
events’ relative Joint Chiefs of Staff Mission Priority, will be ac-
counted for in the Air Refueling Receiver Demand Model in the
strategic basing process and future basing decisions. The com-
mittee further encourages the Air Force to assign greater value to
the demand for high-priority missions, as established by the Joint
Chiefs of Staff, in the model.

Canines in support of members of the armed forces

The committee recognizes the outstanding contribution of mili-
tary working dogs in Operation Enduring Freedom, Operation Iraqi
Freedom, and other military contingency operations. These coura-
geous and talented canines have saved lives, including those of
service members, through their work in detecting intruders, drugs,
and improvised explosive devices. The committee recognizes the
value of these highly trained animals in performing critical and
varied roles to support both service members and civilians. In par-
ticular, the committee acknowledges the sacrifices of those military
working dogs killed, wounded, or missing in action. The committee
therefore encourages the Secretary of Defense to honor the service
of all military working dogs, and especially those who perform ex-
ceptionally meritorious service, through appropriate recognition of
their service.

Comptroller General of the United States assessment of De-
partment of Defense security cooperation activities

Over the past decade, the Department of Defense (DOD) has ex-
panded significantly its security cooperation activities. According to
the Defense Security Cooperation Agency, more than $5.0 billion is
spent on the DOD security cooperation program annually. DOD ac-
knowledges openly its current inability to assess the impact of
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these activities in the medium- and long-term. The committee,
however, recognizes that the impact of security cooperation pro-
grams, many of which are the cornerstone of our military-to-mili-
tary relations with our key allies and partners around the globe,
is difficult to measure. As such, the committee directs the Comp-
troller General of the United States to conduct a review of DOD’s
security cooperation programs to examine the effectiveness, effi-
ciency, and medium- and long-term results of DOD’s programs in
this area to consider the return on investment for these programs,
and to make recommendations to optimize future security coopera-
tion investments and policies targeted at achieving foreign policy
objectives.

The committee hopes the Comptroller General’s review will in-
crease the efficiency and effectiveness of DOD’s security coopera-
tion programs over time, maximize their value to the geographic
combatant command commanders and U.S. foreign partners, and
allow DOD to design and implement security cooperation programs
optimized to meet requirements established by the Secretary of De-
fense and Chairman of the Joint Chiefs of Staff.

The committee encourages the Comptroller General to consult
with the Assistant Secretary of Defense for Special Operations/Low
Intensity Conflict to identify priority security cooperation programs
of mutual concern. The Comptroller General shall provide routine
briefings to the Committees on Armed Services of the Senate and
the House of Representatives.

Consideration of fuel cell systems

The committee is encouraged by many of the findings and rec-
ommendations included in the Defense Logistics Agency (DLA)
sponsored report, “Beyond Demonstration: The Role of Fuel Cells
in DoD’s Energy Strategy,” published on October 19, 2011. Among
other things, this report recommended that Department of Defense
(DOD) headquarters organizations and the military services: (1) de-
velop and implement procurement models that enable more effi-
cient acquisition of fuel cell systems; (2) consider fuel cell systems
for meeting electric power, heating, and cooling demands whenever
new facilities and major renovations are planned and designed; (3)
consider fuel cell systems when planning and designing backup
power capability for DOD sites; and (4) consider fuel cell power for
material handling equipment. The committee directs the DOD to
report back to the congressional defense committees no later than
June 1, 2013, on the steps being taken to implement the rec-
ommendations of the DLA report, or if the DOD does not intend
to implement any of the recommendations, to explain the reasons
behind those decisions.

Corrosion prevention

Corrosion prevention at the Department of Defense (DOD) has
been a priority for the committee because of its potential to in-
crease readiness, improve operational safety, and reduce costs.

One tactic that has been used to prevent or reduce corrosion is
the application of protective coatings and paints that are applied
to DOD weapon systems, military equipment, and infrastructure.
The committee understands that several DOD components cur-
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rently require that such coatings be applied by certified contractors
using personnel who have been qualified through approved training
programs.

The committee directs the Director of Corrosion Policy and Over-
sight to review the use of such certification requirements and de-
termine whether the broader application of qualification standards
would be in the best interest of the Department. The Director shall
notify the congressional defense committees on the findings and
recommendations of this review no later than 180 days after enact-
ment of this Act.

Corrosion projects’ return on investment and funding for
corrosion-related activities

While the committee supports efforts by the Department of De-
fense (DOD) to adequately address the problem of corrosion and re-
sulting materiel degradation in the design, development and test-
ing of new major weapon systems, the committee is concerned
about the accuracy of the return on investment (ROI) that the DOD
has reported on its corrosion projects. In the DOD’s March 2012
Report to Congress on DOD Corrosion Policy and Oversight Budget
Materials, it projected an average ROI for projects approved to date
as in excess of 50:1. The corrosion program ROI is primarily cal-
culated on those projects that are funded, after they are nominated
by the military departments and reviewed for approval by the Of-
fice of the Secretary of Defense and the Joint Staff, and to a lesser
degree on the activities funded.

In December 2010, the Government Accountability Office (GAO),
however, reported that the military departments are late in vali-
dating ROIs for some completed projects. The DOD’s Corrosion Pre-
vention and Mitigation Strategic Plan suggests that follow-on re-
views with validated ROIs are required for completed projects with-
in 3 years after full project implementation. In 2012, the GAO
identified that some validated ROIs have been completed, but that
the DOD did not update the projected ROI in its Report to Con-
gress on DOD Corrosion Policy and Oversight Budget Materials to
account for a validated ROI. As long as the DOD continues to re-
port only the average projected ROIs and does not include informa-
tion about the validated ROIs, Congress will lack full visibility into
the results of the DOD’s efforts to prevent and mitigate corrosion.

Therefore, the committee directs the DOD Office of Corrosion
Policy and Oversight to account for validated ROIs, when available,
in its annual corrosion budget materials report to Congress so that
it will have the best information on which to base funding-decisions
and the DOD has more factual data to determine how to best in-
vest corrosion prevention funds.

The committee is also concerned about the lack of transparency
about how the DOD is spending the additional funds provided to
support unfunded requirements. The DOD has consistently identi-
fied in its annual Report to Congress on DOD Corrosion Policy and
Oversight Budget Materials the lack of funding for projects as com-
prising the majority of its unfunded Corrosion Prevention and Con-
trol (CPC) requirement. For the past several years, the DOD has
also received funding over its CPC budget request and in most
years DOD has not used the funds to undertake all acceptable mili-
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tary corrosion projects. The DOD has used the funding for corro-
sion projects as well as other activities such as research through
the Technical Corrosion Collaboration (TCC) pilot program. The
DOD is required to report the amount of funds requested in the
budget for each project and activity. But, while the DOD’s annual
report mentions the TCC as an activity, it has not included specific
information on the funding amounts for this pilot program.
Therefore, the committee directs the DOD Office of Corrosion
Policy and Oversight to include in its Report to Congress on DOD
Corrosion Policy and Oversight Budget Materials the amount of
funds used for military corrosion projects, the TCC pilot program,
and other corrosion-related activities for the preceding fiscal year.

Critical manufacturing capabilities and capacities

The committee maintains the view that expanded authority for
all military industrial facilities to designate Centers of Industrial
and Technical Excellence significantly improves the Department of
Defense’s core competencies, repair capabilities, and manufacturing
functions. As operational tempo declines from drawdowns associ-
ated with combat operations in Iraq and Afghanistan, the com-
mittee is concerned that sufficient workload is necessary to ensure
cost efficiency and technical competence in peacetime, while pre-
serving the ability to provide an effective and timely response to
a mobilization, national defense contingency situations, and other
emergency requirements.

Accordingly, the committee directs the Secretary of Defense to
identify critical manufacturing capabilities and capacities that
should be government owned and government operated, identify
the level of work needed to sustain capabilities, and report to the
congressional defense committees on these matters no later than
February 28, 2013.

Department of Defense inventory management

Section 328 of the National Defense Authorization Act for Fiscal
Year 2010 (Public Law 111-84) required the Department of De-
fense (DOD) to develop a comprehensive plan for improving DOD
inventory management systems, with an objective of reducing the
acquisition and storage of secondary inventory that is excess to re-
quirements.

In January 2011, the Government Accountability Office (GAO)
reported that DOD’s Comprehensive Inventory Management Im-
provement Plan addressed each of the eight elements required by
section 328, but would be challenged to meet the aggressive
timelines and benchmarks in the Plan.

In May 2012, GAO reported that DOD has made progress in im-
plementing the plan, but that significant challenges remain—par-
ticularly in the areas of improving demand forecasting, multi-ech-
elon modeling, and implementing revised guidance on retention
management. GAO recommended that DOD: (1) periodically reex-
amine and update targets and timelines for reducing excess on-
order and on-hand inventory; (2) incorporate comprehensive, stand-
ardized metrics into inventory management guidance; and (3) em-
ploy these metrics for monitoring the effectiveness of improved in-
ventory management practices.
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The committee directs the Assistant Secretary of Defense for Lo-
gistics and Materiel Readiness to report to the congressional de-
fense committees, no later than 3 months after the date of enact-
ment of this Act, on the steps that DOD has taken to implement
the GAO recommendations.

Energy performance savings contracts

The committee understands that the Department of Defense
(DOD) spends billions of dollars on energy costs each year and that
financing large-scale energy projects can be cost-prohibitive for the
DOD. Energy Performance Savings Contracts (ESPC) enable the
DOD to finance energy efficiency upgrades on military installations
by funding various Energy Conservation Measures, through private
investments, and receive a guarantee that the energy savings will
pay for the project.

The committee directs the Secretary of Defense to review the po-
tential applicability of ESPC authority to construct power gener-
ating plants, and to acquire mobile sources, including electric and
natural gas-powered vehicles and their associated charging stations
on military installations, and to make recommendations to the con-
gressional defense committees if changes in law or regulation are
needed for the Department to pursue efficient and effective initia-
tives using ESPC authorities.

Essential role of rare earth materials

Rare earth materials play an essential role in several critical
weapons components and systems such as precision-guided muni-
tions, electric ship drives, command and control centers, and air-
craft, tanks, and missile systems. The committee notes the pre-
dominance of unreliable foreign sources for rare earth materials,
including China, which provides roughly 94 percent of the world’s
rare earth oxides and nearly all rare earth metal within the de-
fense-related supply chain and which has repeatedly decreased ex-
port quotas and imposed embargoes of these critical materials.
Even with the development of the domestic-supply chain there may
be continued reliance on production of certain heavy rare earth ele-
ments from China. The importance of rare earth materials for na-
tional defense applications necessitates a thorough understanding
of vulnerabilities in the rare earth supply chain and the develop-
ment of pragmatic, actionable risk mitigation plans to reduce the
likelihood of supply interruptions. The committee encourages the
Department of Defense to carefully consider the role of U.S. pro-
ducers and potential means to develop reliable domestic sources to
meet Department rare earth materials requirements.

Funding shortfalls for minimum capital investment pro-
gram, facilities sustainment, restoration, and mod-
ernization, and base operations support

The committee remains concerned that the failure of the Depart-
ment of Defense (DOD) to fully fund several critical readiness ac-
counts over the last decade poses a continuing risk to the readi-
ness, training and operational capability of military forces. Base
operations support, capital investment program (CIP), and Facility
Sustainment, Restoration and Modernization (FSRM) funding are
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all critical to maintaining durable facilities for the readiness, train-
ing, and operations of military forces. Underinvestment in these fa-
cilities can lead to increased military construction needs, which
could otherwise be avoided.

The Navy was the only military department to fail to fund the
minimum 6 percent CIP in the Fiscal Year 2013 budget request.
The committee continues to believe that investment funds included
in the capital budget of an industrial facility should go to mod-
ernize or improve efficiency of facilities equipment, work environ-
ment, or processes in direct support of the facility’s mission. The
committee urges the military departments to allocate adequate re-
sources to meet the congressionally-directed minimum 6 percent for
CIP requirement.

The committee is concerned that the level of FSRM funding for
military installations is not sufficient to meet infrastructure needs.
Recognizing in this tight budgeting environment that the DOD
must weigh risks to infrastructure against equipping, training, and
personnel demands, the cost to repair or replace facilities that have
not received adequate investments is far greater than preventative
or restorative maintenance. The committee strongly believes that
the military departments should fund at least 90 percent of the
amounts determined by the Facility Sustainment Model, while pro-
viding additional funding to support restoration and modernization
requirements.

The problem of inadequate funding is compounded in the case of
joint bases where services calculate FSRM needs differently and
the services owning the installation does not factor the alternative
service’s formula into the process leading to insufficient funding to
address installation needs. The committee is also concerned that
the adjustment of the allocation of FSRM funds provided to each
military installation to address the unique and more costly require-
ments for facilities that are listed or eligible for the National Reg-
istry of Historic Places as required by the National Historic Preser-
vation Act (NHPA) of 1966 may not accurately reflect the actual re-
quirements imposed by the NHPA.

The committee directs the DOD to review the allocation system
for FSRM funding to ensure parity in the distribution of funds
among the military departments and adequate adjustments for
unique facility requirements, including joint bases and historical
preservation. The committee further directs the Secretary of De-
fense to report to the congressional defense committees on the find-
ings of the review no later than March 1, 2013.

Ground combat and camouflage utility uniforms

Section 352 of the National Defense Authorization Act for Fiscal
Year 2010 (Public Law 111-84) established that the design and
fielding of all future ground combat and camouflage utility uni-
forms of the armed forces may uniquely reflect the identity of the
individual military services, provided that the ground combat and
utility uniforms, to the maximum extent practicable, provide mem-
bers of every service an equivalent level of performance,
functionality, and protection commensurate with their respective
assigned combat missions, minimize the risk to the individual, and
provide interoperability with other components of individual
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warfighter systems. Section 352 also required the secretaries of the
military departments to establish joint criteria for future combat
uniforms in coordination with the results of a review conducted by
the Government Accountability Office (GAO).

In a report to the committee, the Department of Defense (DOD)
acknowledged that the Department “can do more and is taking the
necessary steps to further promote and enhance both ongoing inter-
service collaboration and life-cycle coordination with the Defense
Logistics Agency.”

However, the committee is concerned that the joint criteria re-
quired by section 352 has not yet been issued and the DOD-estab-
lished Joint Clothing and Textile Governance Board (JCTGB) has
not yet established “a common set of parameters for basic perform-
ance characteristics such as protection, concealment, reliability, du-
rability, sensor mitigation, survivability, and network readiness.”

This delay is problematic because the Army is currently in the
final stages of developing a “family” of camouflage patterns for its
next ground combat uniform. The committee understands that the
Army currently plans to make its final selection for this uniform
in 2013, before the JCTGB is expected to finalize the common pa-
rameters for uniform performance characteristics.

The committee also understands that the Department of the
Navy has chosen to equip its sailors and marines with different va-
rieties of ground combat uniforms, providing significantly different
levels of protection. Specifically, while marines and naval special
warfare have been issued digital camouflage patterns, all other
Navy units continue to wear an inferior camouflage pattern that
was developed in the early 1980s possibly leaving sailors in a com-
bat environment at an increased tactical risk.

The committee concludes that uniforms incorporating the most
advanced levels of protection should be available to all men and
women in uniform, regardless of the military service in which they
serve. Accordingly, the committee directs the Secretary of Defense
to take steps to ensure that: (1) common parameters established by
the JCTGB are reflected in the Army’s next ground combat uniform
prior to fielding; and (2) uniforms providing an appropriate level of
protection are available to all Navy units serving in areas of com-
bat operation. The Secretary of Defense shall notify the congres-
sional defense committees of the steps taken to address these
issues no later than 60 days after enactment of this Act.

Lack of competition in Air Force C-17 engine maintenance
contracting

The committee remains concerned that the Air Force has failed
to maximize competition in planned maintenance of the C-17’s
F117 engine, losing the benefit of the most effective mechanism to
reduce costs, manage risk, and maximize efficiency in supply chain
management (SCM). Because the F117 engine is 91 percent similar
to the commercial family of engines in the PW2000, multiple com-
petitors should be available to provide support, maintenance, and
sustainment for these engines. However, the F117 sustainment
strategy timeline briefed to the committee would phase in competi-
tion slowly and would not commit the Air Force to competition in
all areas of SCM and sustaining engineering.
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The committee urges the Secretary of the Air Force to exercise
competitive approaches to the support, maintenance, and
sustainment of F117 engines to the maximum extent practicable.
The committee directs the Secretary of the Air Force to brief the
congressional defense committees on steps that will be taken to en-
hance competition in this area and to notify the congressional de-
fense committees of: (1) any deviation from the F117 sustainment
strategy timeline; and (2) any significant change in projected yearly
savings with respect to SCM or sustaining engineering.

Marine Corps depot maintenance activity group

Recent analysis of the Marine Corps depot maintenance activity
group (DMAG) conducted by the Government Accountability Office
(GAO) revealed that there is room for improvement with respect to
the budgeting and management of carryover. The committee com-
mends the Marine Corps for properly managing carryover amounts
below the allowable limits, especially when compared to the other
services’ working capital funds. However, the committee is con-
cerned that the Marine Corps underestimated the DMAG’s new or-
ders every year during the 6-year period of review by the GAO,
from a low of 51 percent to a high of 175 percent. Accordingly, the
committee encourages the Marine Corps DMAG to improve the
budgeting and management of carryover by comparing budgeted to
actual information on carryover and orders and making adjust-
ments to budget estimates as appropriate.

Modernizing the aging fleet

The committee notes that the Department of Defense’s new stra-
tegic guidance, and future-years defense program, place increased
demand on legacy Air Force platforms to counter contemporary
threats and meet global mission requirements. These aging aircraft
fleets, many of which were procured decades ago, are extremely ex-
pensive to maintain and lack dedicated technology insertion pro-
grams to replace outdated materials, product forms, and parts that
dramatically increase operation and maintenance (O&M) costs and
limit mission availability.

The committee is aware that commercial aircraft fleets have em-
ployed structural aluminum alloys, advanced manufacturing proc-
esses, and joining technologies. The committee believes that the
low-risk transition of these proven commercial technologies, prod-
ucts, and best practices could help the Air Force to increase mis-
sion availability and reduce O&M costs for the aging fleet. The
committee encourages the Air Force to leverage commercially de-
veloped and proven technologies and products within its mod-
ernization and sustainment activities in order to increase mission
availability, reduce total ownership costs, and resolve supply chain
issues.

Rapid equipping and fielding initiatives

The committee recognizes that combat operations in Iraq and Af-
ghanistan have resulted in substantial improvements and compres-
sion in the processes used to develop and field urgent needs for
combatant commanders, including organizational clothing and indi-
vidual equipment. Following the drawdown of Afghanistan, the
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committee encourages the Department of Defense to consider main-
taining key elements of the Army Rapid Fielding Initiative, the
Rapid Equipping Force, and combatant commander level pur-
chasing authority to enable agile responses to future threats.

Readiness support for unfunded requirements

The committee remains concerned that in an era of fiscal con-
straints coupled with high operational tempo, the services have
chosen to fund readiness accounts below their requirements and
heavily rely upon Overseas Contingency Operations funding to
temporarily maintain operational readiness. Furthermore, as a re-
sult of almost a decade of combat operations, backlogs of deferred
ship and aircraft depot maintenance remain unexecuted by the
services. The committee notes that a failure to address this backlog
for active and reserve ships and aircraft will continue to jeopardize
and erode materiel readiness, further reduce the service life of the
fleet, increase long-term sustainment costs, and further increase
strategic risk for the Nation.

Despite these backlogs, the services continue to underfund crit-
ical readiness accounts and fail to request any unfunded require-
ments by the service chiefs in support of the fiscal year 2013 budg-
et request. The committee acknowledges the Department of the
Navy’s budget request to fully fund their ship depot maintenance
account to meet 100 percent of their known requirements, and en-
courages the Department to ensure those funds are carried out for
their budgeted purpose in fiscal year 2013.

Accordingly, the committee directs the Secretary of Defense to
examine and quantify the existing deferred depot maintenance
backlogs of the services and provide a report to the congressional
defense committees by March 30, 2013, with a plan to address the
existing deferred maintenance backlogs of the services with pro-
posed completion timelines and specific funding amounts.

Report on Defense Science Board climate change rec-
ommendations

In October 2011, the Defense Science Board issued its report on
Trends and Implications of Climate Change for National and Inter-
national Security (“DSB report”). The DSB report, prepared at the
direction of the Under Secretary of Defense for Acquisition, Tech-
nology and Logistics, describes observable consequences of climate
change and offers recommendations on the role of the Department
of Defense, and other agencies, in adapting and responding to the
effects on U.S. national security interests.

The committee is interested in the disposition of the rec-
ommendations contained in the DSB report and directs the Sec-
retary of Defense to submit to the Committees on Armed Services
of the Senate and the House of Representatives, by November 1,
2012, a report addressing the recommendations contained in the
DSB report. Specifically, the Secretary’s report shall:

1. address the recommendations of the DSB report with re-
gard to the roles of the Department of Defense, the military de-
partments, and the combatant commands in addressing the
matters that the DSB report identified as having adverse im-
plications for national and international security;
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2. describe the actions taken on each of the DSB rec-
ommendations on the role of the Department of Defense; and

3. identify such changes in law, if any, that would be re-
quired to fully implement the recommendations of the DSB re-
port.

In preparing the report, the Secretary should consider the Intel-
ligence Community Assessment number ICA 2012-08, “Global
Water Security”, and any other reports or information he deems
appropriate, and shall consult with the Chairman of the Joint
Chiefs of Staff, the Secretary of State, the Director of National In-
telligence, and such other officials, agencies, or organizations as he
deems appropriate. The report shall be in unclassified form, but
may include a classified annex, if warranted.






TITLE IV—-MILITARY PERSONNEL
AUTHORIZATIONS

Subtitle A—Active Forces

End strengths for active forces (sec. 401)

The committee recommends a provision that would authorize ac-
tive-duty end strengths for fiscal year 2013, as shown below:

FY 2013 Change from

FY 2013 FY 2012
request authorized

FY 2012
authorized

Service
Request Recommendation

Army 562,000 552,100 552,100 0 —9,900
Navy 325,700 322,700 322,700 0 —3,000
Marine Corps 202,100 197,300 197,300 0 —4,800
Air Force 332,800 328,900 329,597 697 —3,203

DOD Total 1,422,600 1,401,000 1,401,697 697 —20,903

The committee supports the Department of Defense fiscal year
2013 request for active-duty end strengths, with the exception of
additional Air Force end strength to support force structure
changes adopted by the committee. The funding to support this end
strength is contained in title XVII of this Act.

The committee remains concerned about the impact of the draw-
down while the Army and Marine Corps in particular remain en-
gaged in ground combat operations. Adequate dwell time to deploy-
ment ratios remain key to ensuring that service members receive
sufficient time at home to rejuvenate and recover physically and
mentally from arduous and repeated combat deployments. In addi-
tion, sufficient time between deployments allows units to repair
equipment, train for the full spectrum of future potential missions,
and build the Nation’s strategic depth to respond to unforeseen
contingencies. For these reasons, insufficient dwell time under-
mines readiness and increases risk.

The committee directs the Secretary of Defense to include with
the budget submission in each of fiscal years 2014 through 2017 a
statement of estimated deployment to dwell ratios for both active
and reserve component personnel for that fiscal year based on ex-
pected operational demand and requested end strength levels. The
statement shall include the average unit and individual deployed
to dwell ratios, as of the end of the fiscal year preceding the budget
submission, for the active and reserve components of the Army and
Marine Corps. The statement shall also identify the Army and Ma-
rine Corps military occupational specialties and types of units
which did not achieve the respective service’s dwell time goals. For
each of these specialties and units, the Army and Marine Corps
shall identify the average deployed to dwell ratios.

(99)
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Additionally, for each of fiscal years 2014 through 2017, the com-
mittee directs the Secretary of Defense to include with the budget
submission an assessment of whether requested reductions in ac-
tive-duty end strength are reversible within 1 year, including
through increased use of the reserve components, if demand as-
sumptions prove incorrect and additional active forces are needed
during that fiscal year.

Subtitle B—Reserve Forces

End strengths for Selected Reserve (sec. 411)

The committee recommends a provision that would authorize Se-
lected Reserve end strengths for fiscal year 2013, as shown below:

Service

FY 2012
authorized

FY 2013

Change from

Request Recommendation

FY 2013 FY 2012
request authorized

Army National Guard 358,200 358,200 358,200 0 0
Army Reserve 205,000 205,000 205,000 0 0
Navy Reserve 66,200 62,500 62,500 0 —3,700
Marine Corps Reserve 39,600 39,600 39,600 0 0
Air National Guard 106,700 101,600 106,435 4,835 —265
Air Force Reserve 71,400 70,500 72,428 1,928 1,028

DOD Total 847,100 837,400 844,163 6,763 —2,937
Coast Guard Reserve 10,000 9,000 9,000 0 —1,000

The committee supports the Department of Defense fiscal year
2013 request for reserve component end strengths, with the excep-
tion of additional Air National Guard and Air Force Reserve end
strength to support force structure changes adopted by the com-
mittee. The funding to support this end strength is contained in
title XVII of this Act.

End strengths for reserves on active duty in support of the
reserves (sec. 412)

The committee recommends a provision that would authorize
full-time support end strengths for fiscal year 2013, as shown
below:

FY 2013 Change from

. FY 2012
Service A
authorized Request Recommendation Fr‘gqigg aﬂhﬁ?iiéd
Army National Guard 32,060 32,060 32,060 0 0
Army Reserve 16,261 16,277 16,277 0 16
Navy Reserve 10,337 10,114 10,114 0 —223
Marine Corps Reserve 2,261 2,261 2,261 0 0
Air National Guard 14,833 14,305 14,871 566 38
Air Force Reserve 2,662 2,388 2,888 0 226
DOD Total 78,414 77,905 78,471 566 57

The committee supports the Department of Defense fiscal year
2013 request for full-time support end strengths, with the excep-
tion of additional Air National Guard full-time end strength to sup-
port force structure changes adopted by the committee. The fund-
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ing to support this end strength is contained in title XVII of this
Act.

End strengths for military technicians (dual status) (sec.
413)

The committee recommends a provision that would establish the
minimum number of military technicians (dual status) for the re-
serve components of the Army and Air Force as of the last day of
fiscal year 2013, as shown below:

FY 2013 Change from

. FY 2012
Service -
l authorized Request Recommendation ﬁzqigif af}h%[r]iigd
Army Reserve 8,395 8,445 8,445 0 50
Army National Guard 27,210 28,380 28,380 0 1,170
Air Force Reserve 10,777 10,283 10,716 433 —61
Air National Guard 22,509 21,101 22,313 1,212 —196
DOD Total 68,891 68,209 69,854 1,645 963

The committee supports the Department of Defense fiscal year
2013 request for dual status technicians, with the exception of ad-
ditional Air Force Reserve and Air National Guard technicians to
support force structure changes adopted by the committee. The
fl}llndglg to support this end strength is contained in title XVII of
this Act.

Fiscal year 2013 limitation on number of non-dual status
technicians (sec. 414)

The committee recommends a provision that would establish lim-
its on the number of non-dual status technicians who may be em-
ployed in the Department of Defense as of September 30, 2013, as
shown below:

FY 2013 Change from

. FY 2012
Service n
authorized Request Recommendation i‘gqi{;g aﬂhﬁ?iigd
Army National Guard 1,600 1,600 1,600 0 0
Air National Guard 350 350 350 0 0
Army Reserve 595 595 595 0 0
Air Force Reserve 90 90 90 0 0
DOD Total 2,635 2,635 2,635 0 0

Maximum number of reserve personnel authorized to be on
active duty for operational support (sec. 415)

The committee recommends a provision that would establish lim-
its on the number of Reserve personnel authorized to be on active
duty for operational support under section 115(b) of title 10, United
States Code, as of September 30, 2013, as shown below:

FY 2013 Change from

FY 2012

Service authorized FY 2013 FY 2012

Request Recommendation request authorized

Army National Guard 17,000 17,000 17,000 0 0
Army Reserve 13,000 13,000 13,000 0 0
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FY 2013 Change from

FY 2013 FY 2012
request authorized

FY 2012

Service authorized

Request Recommendation

Navy Reserve 6,200 6,200 6,200 0 0
Marine Corps Reserve 3,000 3,000 3,000 0 0
Air National Guard 16,000 16,000 16,000 0 0
Air Force Reserve 14,000 14,000 14,000 0 0

DOD Total 69,200 69,200 69,200 0 0

Subtitle C—Authorization of Appropriations

Military personnel (sec. 421)

The committee recommends a provision that would authorize ap-
propriations for military personnel at the levels identified in sec-
tion 4401 of division D of this Act.

Budget Item

Military personnel funding changes

The amount authorized to be appropriated for military personnel
programs in section 421 of this Act includes the following changes
from the budget request:

[Changes in millions of dollars]

Basic allowance for housing for full-time National Guard transition
TOLAL et 6.0

The committee recommends an increase of $6.0 million in Mili-
tary Personnel funding, pursuant to a legislative provision regard-
ing the payment of the basic allowance for housing for Army and
Air National Guard members transitioning between active-duty
service under title 10, United States Code, and full-time National
Guard service under title 32, United States Code. The provision ap-
pears in title VI of this Act.




TITLE V—-MILITARY PERSONNEL POLICY
Subtitle A—Officer Policy

Extension of relaxation of limitation on selective early dis-
charges (sec. 501)

The committee recommends a provision that would amend sec-
tion 638a(d)(2) of title 10 to extend until December 31, 2018, the
authority to convene selection boards to consider the discharge of
regular officers below the grade of lieutenant colonel or commander
who have served on active duty for at least 1 year in their current
grade, are not on a promotion list, and are not eligible for retire-
ment.

Exception to 30-year retirement for regular Navy warrant
officers in the grade of chief warrant officer, W-5 (sec.
502)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 1305(a) of title 10,
United States Code, to increase the total active military service a
Navy warrant officer in the grade of chief warrant officer, W-5,
may serve from 30 to 33 years before being statutorily retired for
length of service.

Modification of definition of joint duty assignment to in-
clude all instructor assignments for joint training and
education (sec. 503)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 668(b)(1)(B) of title 10,
United States Code, to remove the limitations on the types of in-
structors included in the definition of “joint duty assignment”. The
current law excludes instructor positions that may provide an offi-
cer significant experience in joint matters from inclusion on the
joint duty assignment list and provides undue deference to Joint
Professional Military Education Phase II (JPME II) positions. This
change would allow the Department of Defense to judge all posi-
tions based on the significant experience the position provides an
officer in joint matters.

The committee believes that instructor duty assignments at the
three service academies should be structured to the maximum ex-
tent possible to allow officers who serve in these capacities to ac-
crue joint experience and credit. Completion of joint professional
military requirements while assigned to the faculties or officer as-
signments at the academies should be encouraged, and exchange
tours and temporary assignments during tours of duty at the serv-
ice academies should be made available in order to enhance the ca-
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reer progression of officers who volunteer for instructor duty at the
service academies.

Sense of Senate on inclusion of assignments as academic in-
structor at the military service academies as joint duty
assignments (sec. 504)

The committee recommends a provision that would express a
sense of the Senate that the Secretary of Defense should include
assignments in which military officers are assigned as instructors
responsible for preparing and presenting academic courses on the
faculty of the United States Military Academy, the United States
Naval Academy, or the United States Air Force Academy as joint
duty assignments.

Subtitle B—Reserve Component Management

Authority for appointment of persons who are lawful per-
manent residents as officers of the National Guard (sec.
511)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 313(b)(1) of title 32,
United States Code, to allow a lawful permanent resident to be eli-
gible for appointment as an officer into the National Guard. Section
12201(b)(1) of title 10, United States Code, currently makes lawful
permanent residents eligible for appointment as officers in the Re-
serves.

Reserve component suicide prevention and resilience pro-
gram (sec. 512)

The committee recommends a provision that would amend chap-
ter 1007 of title 10, United States Code, to codify the Suicide Pre-
vention and Community Healing and Response Program for Na-
tional Guard and reserve component members, and to move it from
within the Office for Reintegration Programs to the Office of the
Secretary of Defense.

Subtitle C—General Service Authorities

Diversity in the armed forces and related reporting require-
ments (sec. 521)

The committee recommends a provision that would require the
Secretary of Defense to develop and implement a plan to accurately
measure the efforts of the Department of Defense to achieve the
goal of having a sustainable and dynamic pipeline that yields a di-
verse officer and enlisted corps for the armed forces that reflects
the population of the United States eligible for military service.
The provision would require the service secretaries, in consultation
with the Secretary of Defense, to develop a definition of diversity
for their respective military services that reflects the culture, mis-
sion, and core values of each military service. Finally, the provision
would require biennial reports to the congressional defense commit-
tees beginning July 1, 2013, through July 1, 2017, on the Depart-
ment’s progress in achieving its diversity goals.
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Modification of authority to conduct programs on career
flexibility to enhance retention of members of the armed
forces (sec. 522)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 533 of the Duncan Hun-
ter National Defense Authorization Act for Fiscal Year 2009 (Public
Law 110-417) to include full-time active guard and reserve mem-
bers in the population eligible for the career intermission pilot pro-
gram, to clarify that accrued leave may be carried forward through
the period of inactive service, and to clarify that participants in the
program who become ill or injured during their period of inactive
service may be processed for retirement or separation under chap-
ters 55 and 61 of title 10, United States Code.

Authority for additional behavioral health professionals to
conduct pre-separation medical examinations for post-
traumatic stress disorder (sec. 523)

The committee recommends a provision that would amend sec-
tion 1177(a) of title 10, United States Code, to expand the scope of
providers that may conduct pre-administrative separation medical
examinations for post-traumatic stress disorder to include licensed
clinical social workers and psychiatric nurse practitioners. Under
current law, only physicians, clinical psychologists, or psychiatrists
may perform these examinations. This language was requested by
the Department of Defense, and does not affect the statutory re-
quirement that these examinations be reviewed by appropriate au-
thorities responsible for reviewing and approving separation cases.

Quarterly reports on involuntary separation of members of
the armed forces (sec. 524)

The committee recommends a provision that would require the
service secretaries to submit to the Committees on Armed Services
of the Senate and the House of Representatives, not later than 30
days after the end of each quarter of the calendar year in 2013 and
2014, a report on members of the regular components who were in-
voluntarily separated from active duty. The report would include
the total number of service members involuntarily separated; the
number of members separated set forth by grade, by total years of
service, and by occupational specialty or rating; the number sepa-
rated who received involuntary separation pay or temporary retired
pay; the number who completed transition assistance programs re-
lating to future employment; and the average number of months
deployed to overseas contingencies by grade.

Review of eligibility of victims of domestic terrorism for
award of the Purple Heart and the Defense Medal of
Freedom (sec. 525)

The committee recommends a provision that would require the
Secretary of Defense, in coordination with the service secretaries,
to submit to the Committees on Armed Services of the Senate and
the House of Representatives, not later than March 1, 2013, a re-
port on the advisability of modifying the criteria for the award of
the Purple Heart to military personnel, and the Defense Medal of
Freedom to civilian personnel, who are killed or wounded in a ter-
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rorist attack within the United States that is determined to be in-
spired by ideological, political, or religious beliefs that give rise to
terrorism.

Subtitle D—Military Justice and Legal Matters Generally

Clarification and enhancement of the role of the Staff Judge
Advocate to the Commandant of the Marine Corps (sec.
531)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend sections 806(a) (article 6(a) of
the Uniform Code of Military Justice), 5041, and 5046(a) of title 10,
United States Code, to clarify and enhance the role of the Staff
Judge Advocate to the Commandant of the Marine Corps. The pro-
vision would require that an officer appointed as Staff Judge Advo-
cate to the Commandant of the Marine Corps be appointed in the
grade of major general and authorize the Staff Judge Advocate to
supervise the administration of military justice and delivery of
legal assistance services in the Marine Corps, and provide profes-
sional supervision over all Marine Corps judge advocates.

The committee notes that this provision reflects the recommenda-
tions contained in the Final Report of the Independent Review
Panel to Study the Judge Advocate Requirements of the Depart-
ment of the Navy, dated February 22, 2011. The Independent
Panel was established, in part, to address concerns about the ad-
ministration of military justice in the Navy and Marine Corps. The
committee is grateful for the work of the Independent Panel and
expects that the clarification and enhancement of the role of the
Staff Judge Advocate to the Commandant will result in greater ac-
countability at every level for ensuring that the procedural require-
ments of the Uniform Code of Military Justice are complied with.
Additional information in reports on annual surveys of the

Committee on the Uniform Code of Military Justice (sec.
532)

The committee recommends a provision that would amend sub-
section (¢)(2) of section 946 of title 10, United States Code (article
146 of the Uniform Code of Military Justice), to require the Code
Committee to address the following additional matters in its an-
nual report: compliance with processing time goals; cases in which
court-martial convictions are reversed as a result of command in-
fluence or denial of the right to a speedy review; any provision of
the Uniform Code of Military Justice that is held unconstitutional,
developments in appellate case law relating to courts-martial in-
volving allegations of sexual misconduct; issues associated with im-
plementing legislatively directed changes to the Uniform Code of
Military Justice or the Manual for Courts-Martial, measures imple-
mented to ensure the ability of judge advocates to competently par-
ticipate as trial and defense counsel in, and preside as military
judges over, capital cases, national security cases, sexual assault
cases, and proceedings of military commissions; and the inde-
pendent views of the Judge Advocates General and the Staff Judge
Advocate to the Commandant of the Marine Corps on the suffi-
ciency of resources within their service to perform military justice
functions.
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Subtitle E—Sexual Assault, Hazing, and Related Matters

Authority to retain or recall to active duty reserve compo-
nent members who are victims of sexual assault while
on active duty (sec. 541)

The committee recommends a provision that would amend chap-
ter 1209 of title 10, United States Code, to authorize service secre-
taries, upon the request of the member concerned, to retain on ac-
tive duty or return to active duty for completion of a line of duty
determination reserve component members who are alleged victims
of sexual assault while on active duty.

Additional elements in comprehensive Department of De-
fense policy on sexual assault prevention and response
(sec. 542)

The committee recommends a provision that reflects the rec-
ommendations of the Secretary of Defense and that would require
the Secretary of Defense to modify the revised comprehensive pol-
icy for the Department of Defense sexual assault prevention and
response program required by section 1602 of the Ike Skelton Na-
tional Defense Authorization Act for Fiscal year 2011 (Public Law
111-183). The provision would direct the following additions to ex-
isting policies: (1) a requirement to establish within each military
department an enhanced capability for the investigation, prosecu-
tion, and defense of designated special victim offenses, (2) a re-
quirement that each military department initiate and retain for a
period prescribed by the Secretary of Defense a record of the dis-
position of allegations of sexual assault using forms and procedures
prescribed by the Secretary of Defense, (3) a requirement that all
commanders and commanding officers receive training on sexual
assault prevention, response, and policies before, or shortly after,
assuming command, (4) a requirement that all new members of the
armed forces receive training during initial entry training on sex-
ual assault prevention and response, (5) a requirement for specified
military commands and units to conduct periodic climate assess-
ments, (6) a requirement to post and widely disseminate informa-
tion about resources available to report and respond to sexual as-
saults, and (7) a requirement to assign responsibility to receive and
investigate complaints of a violation of or failure to provide the
rights of a crime victim.

The committee believes that the recommendations of the Sec-
retary of Defense for changes to the Department’s sexual assault
prevention and response program can and preferably should be im-
plemented through changes to existing regulations. The complexity
of the various matters addressed in this provision, including, for
example, the investigation and adjudication of serious offenses
under the Uniform Code of Military Justice; the collection, reten-
tion, and use of sensitive, and in some cases restricted access and
personal information; and the obligation to establish, enforce, and
hold military leaders accountable for compliance with training and
education requirements while operating under wartime conditions,
demand adequate time and flexibility for the Department and the
services to develop legally sufficient policies. The Secretary of De-
fense and service leaders have reiterated their commitment to the
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stated goals of preventing and responding appropriately to sexual
assaults; this is demonstrated in the information provided in the
Department’s recent Comprehensive Policy Report Update required
pursuant to section 1602(a) of the Ike Skelton National Defense
Authorization Act for Fiscal Year 2011 (Public Law 111-383). This
provision is fully consistent with the expectation they will fulfill
that commitment.

The committee is pleased that the Secretary of Defense has exer-
cised his authority to ensure that initial disposition authority over
specified sexual offenses is elevated to senior commanders who are
required to consult with a judge advocate. This action will make
certain that these serious offenses are addressed by an appropriate
level of command. The committee looks forward to receiving regular
briefings on the impact this policy change has on the disposition of
sexual assault cases.

Hazing in the armed forces (sec. 543)

The committee recommends a provision that would require the
service secretaries, in consultation with their respective service
chiefs, to submit a report not later than 180 days after the date of
enactment of this Act on hazing in their service.

The committee believes that preventing and responding to inci-
dents of hazing is a leadership issue and that the service secre-
taries, assisted by their service chiefs, should be looked to for poli-
gies and procedures that will appropriately respond to hazing inci-

ents.

Subtitle F—Education and Training

Inclusion of the School of Advanced Military Studies Senior
Level Course as a senior level service school (sec. 551)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 2151(b)(1) of title 10,
United States Code, to authorize the Senior Level Course of the
School of Advanced Military Studies of the Army Command and
General Staff College to offer Joint Professional Military Education
Phase II instruction and credit.

Modification of eligibility for associate degree programs
under the Community College of the Air Force (sec. 552)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 9315(b) of title 10,
United States Code, to authorize enlisted members of the armed
forces other than the Air Force participating in joint-service med-
ical training and education or serving as instructors in such train-
ing and education to participate in associate degree programs of
the Community College of the Air Force.

Support of Naval Academy Athletic Programs (sec. 553)

The committee recommends a provision that would amend chap-
ter 603 of title 10, United States Code, to authorize the Secretary
of the Navy to enter into contracts, cooperative agreements, and
leases with the Naval Academy Athletic Association (Association)
for the purpose of supporting the athletic and physical fitness pro-
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grams of the Naval Academy. The provision would authorize the
Association to use Navy property; the Navy to accept funds, sup-
plies, and services from the Association, and funds from the Na-
tional Collegiate Athletic Association; and the Association to enter
into certain licensing, marketing, and sponsorship agreements re-
lating to trademarks and service marks identifying the Naval
Academy.

Grade of commissioned officers in uniformed medical acces-
sion programs (sec. 554)

The committee recommends a provision that would amend sec-
tions 2114(b) and 2121(c) of title 10, United States Code, to elimi-
nate the requirement that officers serve in the grade of O-1
throughout their medical education. The provision would authorize
medical students attending the Uniformed Services University of
the Health Sciences (USUHS) and students participating in the
armed forces Health Professions Scholarship and Financial Assist-
ance Programs (HPSP), while on active duty, to serve in pay grade
0-1, or in pay grade O-2 if they meet specified promotion criteria
prescribed by the service secretary. The provision would also
amend section 2004a of title 10, United States Code, to provide
that an officer detailed as a student at a medical school would
serve on active duty in the same grade with the same entitlement
‘g) C{)ay as specified in section 2114(b) of title 10, United States

ode.

The Academic Review Subcommittee of the Board of Regents of
the USUHS issued a report in June 2011, that found that the cur-
rent policy of requiring medical students at USUHS to serve in the
grade of second lieutenant or ensign until graduation “fosters the
misperception that medical officers are different from their non-
medical peers in matters of officership.” This Subcommittee rec-
ommended that medical students be promoted to the rank of first
lieutenant or lieutenant (junior grade) at the end of the second
year of their training “if their performance indicates they are ready
to assume the duties of the higher rank.”

The committee believes that requiring medical students who are
commissioned officers to remain in the rank of ensign or second
lieutenant throughout their medical education undermines the goal
of producing medical officers who are motivated and dedicated to
a career in the uniformed services and is inconsistent with vir-
tually every other military officer development program. The serv-
ice secretaries, in consultation with the Surgeons General and the
President of USUHS, should establish criteria for promotion of
medical students to the rank of lieutenant (junior grade) and first
lieutenant and assign greater leadership responsibilities to those
ofﬁ(éers who earn promotions while assigned to USUHS or the
HPSP.

Authority for service commitment for Reservists who accept
fellowships, scholarships, or grants to be performed in
the Selected Reserve (sec. 555)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 2603(b) of title 10,
United States Code, to authorize members of the Selected Reserve
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to fulfill a service obligation incurred for acceptance of a fellowship,
scholarship, or grant by serving on active duty for a period of at
least three times the length of the period of the education or train-
ing, or in the Selected Reserve for a period of at least five times
the length of the period of the education or training.

Repeal of requirement for eligibility for in-state tuition of at
least 50 percent of participants in Senior Reserve Offi-
cers’ Training Corps program (sec. 556)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 2107(c)(1) of title 10,
United States Code, to repeal the requirement that at least 50 per-
cent of midshipmen and cadets appointed under section 2107 of
title 10, United States Code, qualify for and receive in-state tuition
rates at their respective institutions. This provision would provide
greater latitude to assign Senior Reserve Officers’ Training Corps
participants to institutions with educational programs that meet
military service needs.

Modification of requirements on plan to increase the num-
ber of units of the Junior Reserve Officers’ Training
Corps (sec. 557)

The committee recommends a provision that would amend sec-
tion 548 of the Duncan Hunter National Defense Authorization Act
for Fiscal Year 2009 (Public Law 110-417) to modify the require-
ment that the Secretary of Defense develop and implement a plan
to establish and support not less than 3,700 units of the Junior Re-
serve Officers’ Training Corps (JROTC) not later than September
20, 2020, to a requirement for not less than 3,000 and not more
than 3,700 units by September 20, 2020; to authorize service secre-
taries to determine that all support provided to youth development
programs in the armed forces is consistent with funding limitations
and the achievement of the objectives of such programs; and to
change the annual reporting requirement after 2012 to require re-
ports not later than March 31, 2015, 2018, and 2020.

The committee recognizes the value of the JROTC program but
believes that the services require greater flexibility and discretion
in supporting not only JROTC but also various other youth-ori-
ented programs using appropriated funds. Meritorious programs
such as National Guard Youth Challenge, Naval Sea Cadets Corps,
Young Marines, Civil Air Patrol, STARBASE, and others have re-
ceived substantial amounts of appropriated funds or in-kind sup-
port and the services should have great latitude in deciding how
best to use operations and maintenance funds available to them in
the current fiscal environment.

Information received from the Department of Defense in the
JROTC annual reports for 2009 and 2010 shows that the current
congressional mandate to establish over 250 new units by 2020 is
not realistic and should be repealed. In this regard, the committee
applauds the initiative of the Department of the Navy in estab-
lishing the National Defense Cadet Corps, an alternative to
JROTC, that has identical citizenship goals and can be supported
by many high schools that cannot meet the requirements for estab-
lishing a JROTC unit. All of these units and efforts should be con-
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sidered in assessing the contribution of the Department of Defense
and the services to youth development.

Consolidation of military department authority to issue
arms, tentage, and equipment to educational institu-
tions not maintaining units of the Junior ROTC (sec.
558)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend chapter 152 of title 10, United
States Code, to consolidate under one section of law all military de-
partment authority to issue arms, tentage, and equipment to edu-
cational institutions not maintaining units of the Junior Reserve
Officers’ Training Corps. This provision would require the edu-
cational institution to offer a course in military instruction and to
have a student body of at least 50 students in a grade above the
eighth grade.

Modification of requirement for reports in Federal Register
on institutions of higher education ineligible for con-
tracts and grants for denial of ROTC or military re-
cruiter access to campus (sec. 559)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 983 of title 10, United
States Code, to delete the requirement for the Secretary of Defense
to publish in the Federal Register once every 6 months a list of
each institution of higher education that is ineligible for contracts
and grants because the Secretary has determined that the institu-
tion has a policy or practice that prohibits or prevents the estab-
lishment of a Senior Reserve Officer Training Corps (SROTC) unit
or a student at that institution from enrolling in a SROTC unit at
another institution of higher education. The Secretary would still
be required to publish a notice in the Federal Register whenever
the Secretary makes a determination that an institution should be
denied federal funds because the institution has a policy or practice
that prohibits or prevents the establishment of a SROTC unit or
a student at that institution from enrolling in a SROTC unit at an-
other institution of higher education.

Comptroller General of the United States report on the Re-
serve Officers’ Training Corps (sec. 560)

The committee recommends a provision that would require the
Comptroller General of the United States to submit to the congres-
sional defense committees not later than 1 year after the date of
enactment of this Act a report on (1) whether the Reserve Officers’
Training Corps (ROTC) programs of the Departments of the Army,
Navy, and Air Force are effectively meeting current and projected
requirements for newly commissioned officers in the armed forces,
and (2) the cost-effectiveness and productivity of current ROTC
programs.

The committee believes that the significant proposed reductions
in active-duty end strength require an objective assessment of the
Services’ planning for reduced requirements for newly commis-
sioned officers. The United States General Accounting Office com-
pleted such an assessment in May 1991, and its report (“Less Need
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for Officers Provides Opportunity for Significant Savings”) should
be used as a model.

Subtitle G—Defense Dependents’ Education and Military
Family Readiness Matters

Impact aid for children with severe disabilities (sec. 571)

The committee recommends a provision that would authorize
$5.0 million in Operation and Maintenance, Defense-wide, for im-
pact aid payments for children with disabilities under section
8003(d) of the Elementary and Secondary Education Act of 1965
(20 U.S.C. 7703(d)), using the formula set forth in section 363 of
the Floyd D. Spence National Defense Authorization Act for Fiscal
Year 2001 (Public Law 106-398), for continuation of Department of
Defense assistance to local educational agencies that benefit eligi-
ble dependents with severe disabilities.

Continuation of authority to assist local educational agen-
cies that benefit dependents of members of the armed
forces and Department of Defense civilian employees
(sec. 572)

The committee recommends a provision that would authorize
$25.0 million in Operation and Maintenance, Defense-wide, for con-
tinuation of the Department of Defense assistance program to local
educational agencies that are impacted by enrollment of dependent
children of military members and civilian employees of the Depart-
ment of Defense.

Amendments to the impact aid program (sec. 573)

The committee recommends a provision that would amend title
VIII of the Elementary and Secondary Education Act of 1965 (20
U.S.C. 7701 et seq.) to: simplify the calculation to determine the
payment owed to federal property districts; clarify how to calculate
eligible children displaced from housing located on federal property;
and accelerate the deadline for the Department of Education to
make final payments to districts.

Military spouses (sec. 574)

The committee recommends a provision that would codify and ex-
pand authority for non-competitive hiring in the civilian workforce
of certain military spouses.

Modification of authority to allow Department of Defense
domestic dependent elementary and secondary schools
to enroll certain students (sec. 575)

The committee recommends a provision that would amend sec-
tion 2164 of title 10, United States Code, to authorize the enroll-
ment in Department of Defense (DOD) elementary and secondary
schools (DDESS) of dependents who have left a school overseas
pursuant to an authorized departure or evacuation order, and
whose safe haven location is within commuting distance of a
DDESS school. The provision would also authorize the Secretary of
Defense to allow enrollment of dependents of active-duty service
members located in the United States that are transitioning from
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a DOD overseas school to be able to take courses in the Depart-
ment of Defense Education Activity Virtual School.

Sense of Congress regarding support for Yellow Ribbon Day
(sec. 576)

The committee recommends a provision that would express the
Sense of Congress in support of Yellow Ribbon Day.

Subtitle H—Other Matters

Family briefings concerning accountings for members of the
armed forces and Department of Defense civilian em-
ployees listed as missing (sec. 581)

The committee recommends a provision requested by the Depart-
ment of Defense that would amend section 1501 of title 10, United
States Code, to require the Deputy Assistant Secretary of Defense
for Prisoner of War/Missing Personnel Affairs to conduct periodic
briefings for families of missing persons on Department activities
to account for those persons.

Enhancement of authority to accept gifts and services (sec.
582)

The committee recommends a provision that would amend sec-
tions 2601(31)(2), 1588(a), and chapter 155 of title 10, United States
Code, to authorize the acceptance of voluntary services to facilitate
accounting for missing persons and to authorize military museums
and military education programs to enter into cooperative agree-
ments with certain nonprofit entities.

Service secretaries currently have authority to accept voluntary
services for military museums and military education programs
under section 1588 of title 10, United States Code, and to accept
gifts for the benefit of schools and museums under section 2601 of
title 10, United States Code. The committee believes that the au-
thority under section 1588 of title 10, United States Code, to accept
voluntary services from any person includes authority to accept
services from nonprofit entities and academic institutions.

Clarification of authorized Fisher House residents at the
Fisher House for the Families of the Fallen and Medita-
tion Pavilion at Dover Air Force Base, Delaware (sec.
583)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend subsection (a) of section 2493
of title 10, United States Code, to clarify that primary next of kin,
other family members, and escorts of family members of service
members who die while located or serving overseas are authorized
users of the Fisher House for the Families of the Fallen and Medi-
tation Pavilion at Dover Air Force Base, Delaware.

Report on accuracy of data in the Defense Enrollment Eligi-
bility Reporting System (sec. 584)

The committee recommends a provision that would require the
Secretary of Defense to submit to the Committees on Armed Serv-
ices of the Senate and the House of Representatives not later than
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90 days after the date of enactment of this Act a plan to improve
the completeness and accuracy of the data contained in the Defense
Enrollment Eligibility Reporting System (DEERS).

The committee is concerned by the findings of the Department of
Defense (DOD) Inspector General (IG) in its April 2012 report ti-
tled, “Action is Needed to Improve the Completeness and Accuracy
of DEERS Beneficiary Data.” The IG found that the Defense Man-
power Data Center, the organization responsible for management
of DEERS, lacked critical supporting documentation needed to
verify the eligibility of users of DOD benefits, including health
care, government facilities, and other privileges. For example, the
report states that “DEERS supporting documentation was not ade-
quate to verify the identity of 2.1 million beneficiaries in DEERS.”
The IG found that discrepancies exist in the date of birth, gender,
name, or relationship of nearly 200,000 beneficiaries. The
TRICARE Management Activity identified 2,495 instances in which
ineligible users received health care benefits totaling $11.2 million.

Accuracy of the DEERS database is essential to ensure that eligi-
ble users have timely access to health care and other DOD benefits.
Accuracy of eligibility data is equally necessary to prevent fraud
and abuse of critical Department of Defense programs. The com-
mittee urges the Secretary to act promptly to address the Inspector
General’s findings and recommendations.

Items of Special Interest

American Bar Association Military Pro Bono Project

The committee is grateful for the support provided to military
members by the American Bar Association’s (ABA) Military Pro
Bono Project. Established in 2008, this initiative of the ABA’s
Standing Committee on Legal Assistance for Military Personnel
has provided legal services in civil law matters to over 1,000 serv-
ice members, many of whom were deployed overseas in Iraq and
Afghanistan. The Military Pro Bono Project has provided military
legal assistance attorneys with a centralized referral point for pro
bono counsel and overseen an efficient complement to existing mili-
tary legal assistance programs. The Judge Advocates General of
the Army, Navy, Air Force, and Coast Guard, and the Staff Judge
Advocate to the Commandant of the Marine Corps have formally
expressed their thanks and appreciation for the ABA’s role in de-
veloping a network of legal support for service members where rep-
resentation is essential by civilian practitioners.

The committee believes that the General Counsel of the Depart-
ment of Defense should lead an effort to identify ways in which the
Department and the services can expand the support they provide
to the Military Pro Bono Project in a budget-neutral manner. More
can and should be done to supplement the ongoing efforts of the
ABA to consolidate state and local programs aimed at expanding
the availability of highly qualified civilian attorneys with service
members who are most in need of pro bono assistance. The com-
mittee directs the Secretary of Defense to study this issue and, in
coordination with the services, submit a letter report no later than
March 1, 2013, discussing issues that should be considered and rec-
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ommended methods through which additional resources and sup-
port can be given to the Military Pro Bono Project.

Army’s sexual assault and special investigation training

The committee is aware of the efforts that the Department of De-
fense has made to reduce sexual assaults across our military serv-
ices. The committee applauds these steps. However, the committee
recognizes that more work needs to be done to reduce the occur-
rence of sexual assaults in the military. The committee is particu-
larly interested in how sexual assault crimes are investigated, pros-
ecuted, and defended.

The committee notes that the Army has established special in-
vestigation courses at the Army’s Military Police School at Fort
Leonard Wood, Missouri, that are dedicated to new investigative
and interviewing techniques, such as Forensic Experiential Trauma
Interviews. These new techniques can possibly assist in prosecuting
these often difficult cases. The committee also notes that the Army
has established a robust career-spanning sexual assault training
program for Army trial lawyers and military justice practitioners.
The steps the Army has taken are commendable.

The committee encourages the Department and the military
services to adopt the best practices of the Army model and imme-
diately implement any and all lessons learned that are viable to
the Department as a whole or to a particular service.

Assessment of skills and abilities to enhance transition from
military service

The committee recognizes the value of using varied approaches
to prepare departing service members for transition from military
service to the classroom or civilian employment. Members eligible
for retirement, for example, may need different tools than younger
veterans who volunteered for service after completing high school
or after a few semesters of college. For all new veterans, however,
providing accurate assessments of skills, aptitudes, and interests
and matching them with educational options or with the require-
ments of potential employers can assist new veterans in choosing
successful career options. The committee encourages the Depart-
ment of Defense, as part of its ongoing effort to improve existing
transition assistance programs, to identify and develop methods to
assess the inventory of talents and abilities of departing service
members to match them with viable career opportunities. Members
should have available to them, well before separation or retire-
ment, testing vehicles comparable in purpose to the Armed Services
Vocational Aptitude Battery, to align their interests and abilities
with the needs of public and private sector employers and appro-
priate educational pursuits.

Crime Victims’ Rights Act

The Crime Victims’ Rights Act (18 U.S.C 3771) affords victims of
crimes specific enumerated rights, most of which are afforded by
Department of Defense Directive 1030.01, April 13, 2004, to victims
involved in cases tried by military courts-martial. However, this Di-
rective does not include the victim’s rights to be heard during pub-
lic proceedings and the right to proceedings free from unreasonable
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delay. In addition, there is no specified procedure for victims to
seek redress for failure to be afforded these rights.

The committee directs the Secretary of Defense to report to the
Committees on Armed Services of the Senate and the House of
Representatives not later than January 7, 2013, on the practica-
bility and advisability of extending these additional rights to vic-
tims involved in cases tried by courts-martial and a means for
seeking redress for failure to be afforded their rights.

Department of Defense Inspector General oversight of in-
vestigations of sexual assault

In June, 2011, the United States Government Accountability Of-
fice (GAO) issued a report entitled: MILITARY JUSTICE: Over-
sight and Better Collaboration Needed for Sexual Assault Inves-
tigations and Adjudications (GAO-11-579) in which the GAO rec-
ommended that the Department of Defense Inspector General
(DOD IG) develop and implement a policy that specifies procedures
for conducting sexual assault investigations and establish clear
goals, objectives, and performance data for monitoring and evalu-
ating the services’ sexual assault investigations and related train-
ing. The committee directs that, not later than December 3, 2012,
the Secretary of Defense provide the Committees on Armed Serv-
ices of the Senate and the House of Representatives a report on the
DOD IG’s implementation of the GAO’s recommendations, includ-
ing an implementation timeline.

Inclusion of synthetic drug compounds in the Uniform Code
of Military Justice

The committee recognizes the harmful impact that synthetic-
drug abuse poses on good order and discipline in the military. Since
2008, there has been a rise in reported incidents of military per-
sonnel disciplined due to the use, distribution, and possession of
synthetic-drugs, specifically synthetic cannabinoids, synthetic
cathinones, and synthetic psychedelic hallucinogens. As such, the
committee directs the Secretary of Defense, in consultation with
the Attorney General and specifically the Drug Enforcement Agen-
cy (DEA), to report to the Committees on Armed Services of the
Senate and the House of Representatives on issues that exist in
prosecuting synthetic drug offenses including the utility and impact
of listing synthetic-drug compounds as controlled substances in the
Uniform Code of Military Justice. The report should, at a min-
imum, assess all compounds that have been found in DEA domestic
investigations. This report is required no later than 60 days after
the enactment of this Act.

Joint Professional Military Education special areas of em-
phasis

The committee is aware that the Chairman of the Joint Chiefs
of Staff provides annual guidance to the Joint Professional Military
Education (JPME) institutions regarding special areas of emphasis
for curriculum development and teaching that span a broad range
of topics that are of current and longer-term strategic importance.
In 2010, the guidance recommended nine topical areas including
Countering Violent Extremism, Net-Centric Information Sharing,
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Strategic Communication, Psychological Health Awareness, and
Space as a Contested Environment. However, it is not clear what
feedback and assessment mechanisms exist to ensure that the
guidance is being followed and to monitor the quality of the in-
struction. The committee directs the Chairman to provide to the
Committees on Armed Services of the Senate and the House of
Representatives no later than 180 days after the enactment of this
Act an assessment of the JPME institutions’ implementation of the
Chairman’s annual guidance.

Recruiting for cyber-related career fields

The committee believes that every effort must be made to suc-
cessfully recruit, train, and motivate for military service young peo-
ple with computer skills to operate and defend the Department of
Defense’s computer networks and infrastructure. The committee
believes that innovative measures and incentives should be taken
to reach out to highly capable young men and women to encourage
them to volunteer for military service in career fields specializing
in cyber warfare and defense.

The committee directs the Secretary of Defense to provide a let-
ter report to the Committees on Armed Services of the Senate and
the House of Representatives within 180 days of enactment of this
Act that describes current programs for identifying, recruiting,
training, and retaining young people with outstanding computer
skills for military service; reports any human capital or specialty
shortfalls in cyber defense career fields; and describes bonuses or
any non-traditional or non-standard recruiting practices that are
employed by the military services to locate and recruit young peo-
ple for cyber-related career fields.

Report on assignment policies concerning women in the
armed forces and the characterization of certain com-
bat-related service

The committee notes that in February 2012 the Department of
Defense released a report to Congress, required by section 535 of
the Ike Skelton National Defense Authorization Act for Fiscal Year
2011 (Public Law 111-383), reviewing the laws and policies re-
stricting the service of female members of the armed forces, and
provided notice to Congress that the Department would open posi-
tions in ground combat units at the battalion level to women in oc-
cupational specialties for which they are already qualified to serve,
and would eliminate the so-called co-location policy. According to
the report, the changes will result in over 14,000 positions being
opened to women that were previously denied. The committee be-
lieves this is a small step in the right direction, but that more work
must be done.

The committee understands that the Department and the serv-
ices continue to evaluate additional options that would increase
service opportunities by women, and that the services must report
to the Secretary of Defense later this year on the viability of these
options.

The committee strongly encourages the services to continue these
efforts. More than 75 percent of the Nation’s youth do not qualify
for enlistment in the military. Maintaining unnecessary barriers to
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service of those who are qualified and motivated to serve magnifies
the challenge in recruiting the most qualified individuals for serv-
ice in the All-Volunteer Force. By limiting their use of the talents
of female service members, the Department and the services are
handicapping efforts to field the highest quality force possible.

Finally, the committee remains concerned that assignment poli-
cies restricting service by women may continue to result in inac-
curate characterizations of their service in combat, denying them
earned benefits and in some cases needed care and services. Ac-
cording to the Department of Defense, over 284,000 female service
members have deployed to Iraq or Afghanistan in the past decade.
Of those women, 881 have been wounded and 144 have died.

The committee directs the Secretary of Defense to report to the
congressional defense committees no later than February 1, 2013,
on its implementation of the policy changes announced in the Feb-
ruary 2012 report, its assessment and evaluation of additional op-
tions to increase service and career opportunities for women, and
the current practice of the Department and the services in recog-
nizing, recording, and characterizing combat-related service by fe-
male service members. The report should make recommendations
for regulatory and statutory change that the Secretary considers
appropriate to increase service opportunities for women in the
armed forces.

Report on specialized graduate programs

The committee recognizes the important role the Department of
Defense specialized graduate programs in engineering, applied
sciences, and management have in preparing military and civilian
personnel to perform and manage its technology programs. With
current and potentially continued budget pressures, the committee
encourages the Department to thoroughly evaluate the requirement
for and sufficiency of these graduate programs. At a minimum, this
review should include the current and projected demand within the
Department for military and civilian personnel with advanced de-
grees in engineering, applied sciences, and management; an anal-
ysis of the sources by which the Department and the military serv-
ices’ and civilian personnel obtain such advanced degrees; the need
for educational institutions under the Department to meet its de-
mands; the costs and benefits of maintaining such educational in-
stitutions, including costs relating to directed research; the ability
of private institutions or distance-learning programs to meet the
Department’s needs; existing organizational structures, including
reporting chains within the services to manage the specialized
graduate programs; and recommendations for improving the ability
of the Department to identify, mange, and source its specialized
graduate education needs.

Requirement for Council of Governors views on legislative
proposals addressing child custody litigation involving
members of the armed forces

The committee directs the Secretary of Defense to request the
views and recommendations of the Council of Governors regarding
legislative proposals to amend title II of the Servicemembers Civil
Relief Act (50 U.S.C. App. 521 et seq.) (SCRA), or otherwise to es-
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tablish federal law that would prohibit State courts from consid-
ering the absence of a service member by reason of deployment, or
the possibility of deployment, in determining the best interest of
the child in cases involving child custody.

As the Supreme Court noted in Ex parte Burrus, 136 U.S. 586
(1890), over a century ago, “the whole subject of the domestic rela-
tions of husband and wife, parent and child, belongs to the laws
of the states and not to the law of the United States.”

The committee is concerned that the implications of preemptive
legislation that would extend beyond existing procedural protec-
tions in the SCRA and that would create a standard for adjudi-
cating child custody disputes are not warranted either by case law
or the proactive legislation enacted by more than 40 States. A fed-
eral legal standard would preempt the efforts of the States over a
matter traditionally left to State courts. State Governors should be
afforded the opportunity to formally express their views prior to
congressional action being taken.

In presenting the request for views, the Secretary shall provide
the Council of Governors with the report required by section 572
of the National Defense Authorization Act for Fiscal Year 2010
(Public Law 111-84) on child custody litigation involving service of
members of the armed forces and current views of interested orga-
nizations and associations including the Adjutants General Asso-
ciation of the United States, the National Governors Association,
and the Uniform Law Commission of the National Conference of
Commissioners on Uniform State Laws, among others. The Sec-
retary shall take necessary steps to ensure that the views and rec-
ommendations of the Council of Governors are submitted to the
Committees on Armed Services and Committees on Veterans’ Af-
fairs of the Senate and the House of Representatives no later than
March 1, 2013.

Social media and operational security

The committee recognizes the increasing integration of social
media into the daily lives of Americans, to include the military
community. According to a recent survey, more than 90 percent of
military families use social media with over three-quarters of mili-
tary families using social media to stay connected to a deployed
service member. If used judiciously, social media platforms have
the potential to reap positive benefits.

Service members who use social media to communicate must
practice and maintain operational security. This is of particular im-
portance during deployments, as location, mission and other sen-
sitive information must be safeguarded, and not shared via social
media.

The committee applauds the Department of Defense (DOD) for
developing and releasing “Social Media and the Uniform Code of
Military Justice” and other guidance documents aimed to inform
and instruct service members, DOD civilians, and military families
as to the safe use of social media.

The committee directs the Secretary of Defense to devise enter-
prise standards of best practice and procedures for: 1) the use of
social media by DOD employees and contractors; 2) the develop-
ment of secure DOD applications using social media platforms; 3)
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the monitoring and enforcement of current DOD rules and regula-
tions; 4) a periodic review and revision of current standards and
procedures; and 5) the ability to educate and disseminate these
policies across DOD and the broader military community.

The Secretary of Defense should deliver a report to the Commit-
tees on Armed Services of the Senate and the House of Representa-
tives on the development of such standards no later than 180 days
after the enactment of this Act.

Special Operations Force Generation

The committee notes that the previous Commander of U.S. Spe-
cial Operations Command (USSOCOM) initiated a Pressure on the
Force and Families study to examine the effects of high operational
tempo on special operations personnel and their families and pro-
vide recommendations on mitigating the stress caused by repeated
deployments. According to the current Commander of USSOCOM,
“the lack of predictability resulting from a demanding operational
tempo” was identified as a primary source of stress on special oper-
ations personnel and their families.

The committee supports the efforts of USSOCOM to develop a
Special Operations Force Generation (SOFORGEN) system to track
the operational tempo down to the level of the individual special
operator and provide for more predictable deployments. The com-
mittee also supports USSOCOM’s efforts to more accurately ac-
count for training and other events that interrupt time at home for
special operations personnel. The committee believes addressing
these issues will improve USSOCOM’s ability to internally manage
the readiness of its force and reduce the stress on special oper-
ations personnel and their families.

The committee also understands the SOFORGEN system is de-
signed to provide USSOCOM with a tool to better forecast and
alert the services of enabling capabilities that will be needed from
the general purpose forces to support the training and deployment
of special operations personnel. This issue remains of concern to
the committee, especially in light of current budget constraints and
the potentially negative impact on the maintenance of such capa-
bilities by the services. The committee reiterates the requirement
in section 904 of the National Defense Authorization Act for Fiscal
Year 2012 (Public Law 112-81) that the services and USSOCOM
reach written agreement, not later than 180 days after enactment,
on the procedures by which the availability of the enabling capa-
bilities of the general purpose forces will be synchronized with the
training and deployment cycle of special operations forces.



TITLE VI—COMPENSATION AND OTHER
PERSONNEL BENEFITS

Subtitle A—Pay and Allowances

Rates of basic allowance for housing for Army National
Guard and Air National Guard members on full-time Na-
tional Guard duty (sec. 601)

The committee recommends a provision that would amend sec-
tion 403(g) of title 37, United States Code, to clarify that the basic
allowance for housing for members of the Army and Air National
Guards on full-time duty shall be based on their duty location, and
may not be modified upon the transition of the member between
active duty under title 10, United States Code, and full-time Na-
tional Guard duty under title 32, United States Code, so long as
the transition occurs without a break in active service.

Subtitle B—Bonuses and Special and Incentive Pays

One-year extension of certain bonus and special pay au-
thorities for reserve forces (sec. 611)

The committee recommends a provision that would extend for 1
year the authority to pay the Selected Reserve reenlistment bonus,
the Selected Reserve affiliation or enlistment bonus, special pay for
enlisted members assigned to certain high-priority units, the Ready
Reserve enlistment bonus for persons without prior service, the
Ready Reserve enlistment and reenlistment bonus for persons with
prior service, the Selected Reserve enlistment and reenlistment
bonus for persons with prior service, and income replacement for
reserve component members experiencing extended and frequent
mobilization for active duty service.

One-year extension of certain bonus and special pay au-
thorities for health care professionals (sec. 612)

The committee recommends a provision that would extend for 1
year the authority to pay the nurse officer candidate accession
bonus, education loan repayment for certain health professionals
who serve in the Selected Reserve, accession and retention bonuses
for psychologists, the accession bonus for registered nurses, incen-
tive special pay for nurse anesthetists, special pay for Selected Re-
serve health professionals in critically short wartime specialties,
the accession bonus for dental officers, the accession bonus for
pharmacy officers, the accession bonus for medical officers in criti-
cally short wartime specialties, and the accession bonus for dental
specialist officers in critically short wartime specialties.

(121)
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One-year extension of special pay and bonus authorities for
nuclear officers (sec. 613)

The committee recommends a provision that would extend for 1
year the authority to pay the special pay for nuclear-qualified offi-
cers extending period of active service, the nuclear career accession
bonus, and the nuclear career annual incentive bonus.

One-year extension of authorities relating to title 37 consoli-
dated special pay, incentive pay, and bonus authorities
(sec. 614)

The committee recommends a provision that would extend for 1
year the general bonus authority for enlisted members, the general
bonus authority for officers, special bonus and incentive pay au-
thorities for nuclear officers, special aviation incentive pay and
bonus authorities for officers, and special bonus and incentive pay
authorities for officers in health professions. The provision would
also extend for 1 year the authority to pay hazardous duty pay, as-
signment or special duty pay, skill incentive pay or proficiency
bonus, and retention incentives for members qualified in critical
military skills or assigned to high priority units.

One-year extension of authorities relating to payment of
other title 37 bonuses and special pays (sec. 615)

The committee recommends a provision that would extend for 1
year the authority to pay the aviation officer retention bonus, as-
signment incentive pay, the reenlistment bonus for active mem-
bers, the enlistment bonus, the accession bonus for new officers in
critical skills, the incentive bonus for conversion to military occupa-
tional specialty to ease personnel shortage, the incentive bonus for
transfer between armed forces, and the accession bonus for officer
candidates.

Increase in amount of officer affiliation bonus for officers in
the Selected Reserve (sec. 616)

The committee recommends a provision proposed by the Depart-
ment of Defense that would increase the maximum annual amount
of the officer affiliation bonus for officers in the Selected Reserve
from $10,000 to $20,000.

Increase in maximum amount of incentive bonus for reserve
component members who convert military occupational
specialty to ease personnel shortages (sec. 617)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 326 of title 37, United
States Code, to increase the maximum amount of the incentive
bonus to convert military occupational specialty to ease personnel
shortages from $2,000 to $4,000 in the case of a member of a re-
serve component.
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Subtitle C—Travel and Transportation Allowances

Permanent change of station allowances for members of Se-
lected Reserve units filling a vacancy in another unit
after being involuntarily separated (sec. 631)

The committee recommends a provision that would amend sec-
tions 474 and 476 of title 37, United States Code, to authorize the
payment of travel and transportation allowances for certain mem-
bers of the Selected Reserve, their dependents, and household ef-
fects when the member is involuntarily separated due to force
structure reductions between October 1, 2012, and December 31,
2018, and fills a critical vacancy in another unit of the Selected Re-
serve that is at least 150 miles from the member’s residence.

Authority for comprehensive program for space-available
travel on Department of Defense aircraft (sec. 632)

The committee recommends a provision that would add a new
section 2641c to title 10, United States Code, that would codify the
authority of the Secretary of Defense to establish a program to pro-
vide transportation to active and reserve component members, re-
tirees, and dependents on Department of Defense (DOD) aircraft on
a space-available basis beginning January 1, 2014, or such earlier
date as determined by the Secretary of Defense pursuant to regula-
tion.

The committee notes that the purpose of no-cost, space-available
travel on military aircraft is to assist military members and their
families in responding to emergent personal circumstances and ar-
duous duty conditions and to provide a means of respite from the
rigors of active duty for military families, of both the active and re-
serve components. The option to seek space-available travel has
also been offered, at a lower priority, to military retirees in recogni-
tion of their careers of service and to authorized members of the
Selected Reserve. While the committee supports expanding the eli-
gibility for space-available travel, doing so should not adversely af-
fect the ability of military personnel to travel, for example, on
emergency leave or on environmental and morale leave from re-
mote duty locations. Expansion must also avoid placing additional
costs and burdens on the personnel and facilities of the Air Mobil-
ity Command and the military services.

Expansion of the space-available benefit should also be preceded
by the dissemination of accurate information about the hardships
aspiring space-available travelers are likely to experience. The De-
partment noted in its December 2007 report to Congress on space-
available travel that “current eligible Space-A travelers often expe-
rience disillusionment because of the contrast between the per-
ceived promises of Space-A travel as a benefit of military service
and the reality of arduous conditions often encountered when using
the system.” The committee believes that the Department should
do more to educate potential travelers on these realities and imple-
ment policies that will continue to ensure safe and acceptable con-
ditions for eligible space-available travelers.
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Subtitle D—Disability, Retired Pay, and Survivor Benefits

Repeal of requirement for payment of Survivor Benefit Plan
premiums when participant waives retired pay to pro-
vide a survivor annuity under Federal Employees Re-
tirement System and termination of payment of Sur-
vivor Benefit Plan annuity (sec. 641)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend sections 1450 and 1452 of title
10, United States Code, to clarify that military retirees who have
elected to participate in the Survivor Benefit Plan (SBP) and who
subsequently elect to waive their military retired pay in favor of a
survivor annuity under the Federal Employees Retirement System,
do not have to continue paying premiums under SBP.

Repeal of automatic enrollment in Family Servicemembers’
Group Life Insurance for members of the armed forces
married to other members (sec. 642)

The committee recommends a provision that would amend sec-
tion 1967 of title 38, United States Code, to remove service mem-
bers from automatic enrollment as a dependent under the Family
Servicemembers’ Group Life Insurance program when they are in-
sured on their own behalf under the Servicemembers’ Group Life
Insurance program.

Subtitle E—Military Lending Matters

Enhancement of protections on consumer credit for mem-
bers of the armed forces and their dependents (sec. 651)

The committee recommends a provision that would amend sec-
tion 987 of title 10, United States Code, to require that vehicle title
loans and payday loans, regardless of duration or whether they are
open or closed end, are included within the definition of “consumer
credit” contained in regulations promulgated by the Secretary of
Defense pursuant to that section. The provision would also require
the Secretary to develop a policy to address the harmful effects of
credit offered to service members and their dependents through in-
stallment loans through improved financial literacy and a greater
awareness of more beneficial sources of credit.

Additional enhancements of protections on consumer credit
for members of the armed forces and their dependents
(sec. 652)

The committee recommends a provision that would amend sec-
tion 987 of title 10, United States Code, to clarify that the prohibi-
tion against charging out of state military members higher interest
rates on loans than what is allowed under State law for residents
of the State applies also to other forms of consumer credit regu-
lated by the Secretary of Defense under the authority provided in
section 987. The provision would also require the Secretary of De-
fense to consult with federal regulators at least once every 2 years
in carrying out duties under section 987.
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The provision would be effective no later than 1 year from the
date of enactment of this Act, or such earlier date as determined
by the Secretary of Defense in regulation.

Relief in civil actions for violations of protections on con-
sumer credit extended to members of the armed forces
and their dependents (sec. 653)

The committee recommends a provision that would amend sec-
tion 987 of title 10, United States Code, to provide for civil liability
in United States district court for violations of consumer protec-
tions for service members and dependents under that section.

Modification of definition of dependent for purposes of limi-
tations on terms of consumer credit extended to mem-
bers of the armed forces and their dependents (sec. 654)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 987(i) of title 10, United
States Code, to conform the definition of dependent under that sec-
tion with the definition of dependent contained in section 401(a) of
title 37, United States Code.

Subtitle F—Other Matters

Transitional compensation for dependent children who are
carried during pregnancy at time of dependent-abuse of-
fense (sec. 661)

The committee recommends a provision proposed by the Depart-
ment of Defense that would amend section 1059 of title 10, United
States Code, to include children who were carried during preg-
nancy at the time of a dependent abuse offense within the program
to provide transitional compensation for spouses and dependents of
service members separated for such offenses. The child would only
become entitled to benefits after birth. The provision would also
clarify that spouses and dependents who are not residing with the
service member at the time of the abuse offense are eligible for the
compensation.






TITLE VII-HEALTH CARE PROVISIONS

Subtitle A—TRICARE Program

Extension of TRICARE Standard coverage and TRICARE
dental program for members of the Selected Reserve
who are involuntarily separated (sec. 701)

The committee recommends a provision that would amend sec-
tion 1076d(b) of title 10, United States Code, to authorize coverage
under TRICARE Standard for up to 180 days for members of the
Selected Reserve who are involuntarily separated without cause
under other than adverse conditions.

The provision would also amend section 1076a(a)(1) of title 10,
United States Code, to authorize these same involuntarily sepa-
rated Selected Reserve members coverage under the TRICARE
dental program for at least 180 days.

Inclusion of certain over-the-counter drugs in TRICARE
uniform formulary (sec. 702)

The committee recommends a provision that would amend sec-
tion 1074g of title 10, United States Code, to authorize the Depart-
ment of Defense to place selected over-the-counter drugs on the
uniform formulary and make such drugs available to eligible bene-
ficiaries. An over-the-counter drug would only be included on the
uniform formulary if the Pharmacy and Therapeutics Committee
finds that the drug is cost-effective and clinically effective.

The provision would also authorize the Secretary of Defense to
establish a copayment amount for these drugs, if appropriate.

Expansion of evaluation of the effectiveness of the
TRICARE program (sec. 703)

The committee recommends a provision that would amend sec-
tion 717(a) of the National Defense Authorization Act for Fiscal
Year 1996 (Public Law 104-106) to update the reporting require-
ments of the Department of Defense report, “Evaluation of the
TRICARE Program: Access, Cost, and Quality,” to reflect the De-
partment’s practice of reporting on access, cost, and quality broadly
for the military health care system, not solely for retirees as re-
quired by current law. The provision would also require the De-
partment to evaluate access, cost, and quality for military depend-
ent children under the age of 21 and for dependents of active-duty
members with severe disabilities and special needs.

The committee appreciates the comprehensiveness of the Depart-
ment’s annual evaluation of the TRICARE program. This provision
would enhance current reporting requirements to include informa-
tion on access, quality, and care for young children and bene-
ficiaries with special needs. Beneficiary advocates have informed
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the committee that special needs benefits under the Department’s
Extended Health Care Option (ECHO) program can be difficult to
access. Therefore, the committee directs the Department to assess
participation in the ECHO program by eligible dependents with
special needs, and to explore options to provide more flexible bene-
fits under that program without increasing costs to the Depart-
ment. The Department should consult with ECHO-eligible families
and work groups created to address children’s health care needs in
its assessment of the program. The committee expects the Depart-
ment to submit its report no later than February 1, 2013.

Subtitle B—Other Health Care Benefits

Use of Department of Defense funds for abortions in cases
of rape and incest (sec. 711)

The committee recommends a provision that would authorize use
of Department of Defense funds for abortions in cases of rape or
incest.

Availability of certain fertility preservation treatments for
members of the armed forces on active duty (sec. 712)

The committee recommends a provision that would provide fer-
tility preservation treatments for service members who have been
diagnosed with a condition for which the recommended course of
treatment could cause infertility.

Modification of requirements on mental health assessments
for members of the armed forces deployed in connection
with a contingency operation (sec. 713)

The committee recommends a provision that would amend sec-
tion 1074m(a) of title 10, United States Code, to align mandatory
person-to-person mental health assessments for certain deployed
service members with other existing health assessments. The provi-
sion would also limit the pre-deployment mental health assess-
ments required under this section to those service members who
will be subjected or exposed to operational risk factors during de-
ployment in a contingency operation, and for post-deployment as-
sessments to those who were exposed to operational risk factors
during deployment in a contingency operation. The committee ex-
pects that the determination of operational risk by the Secretary of
Defense shall include any service member at such risk, regardless
of military occupation, to include support personnel, who may be
exposed to such risk in support of a contingency operation.

Subtitle C—Health Care Administration

Clarification of applicability of certain authority and re-
quirements to subcontractors employed to provide
health care services to the Department of Defense (sec.
721)

The committee recommends a provision that would amend sec-
tion 1089(a) of title 10, United States Code, to clarify that sub-
contractors providing health care under personal services contracts
are covered for medical malpractice purposes under the Federal
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Tort Claims Act in the same manner as government employees pro-
viding the same services, as requested by the Department of De-
fense.

Research program to enhance Department of Defense ef-
forts on mental health in the National Guard and re-
serves through community partnerships (sec. 722)

The committee recommends a provision that would authorize the
Secretary of Defense to carry out a research program with commu-
nity partners to enhance Department of Defense efforts in research,
treatment, education, and outreach on mental health, substance
use disorders, and traumatic brain injury in National Guard and
reserve members, their families, and their caregivers.

Subtitle D—Reports and Other Matters

Reports on performance data on Warriors in Transition pro-
grams (sec. 731)

The committee recommends a provision that would require the
Secretary of Defense to submit to Congress not later than 180 days
after the date of enactment of this Act and every 180 days there-
after until September 30, 2017, data on the longitudinal status of
service members participating in a Warriors in Transition program.
The data would document the performance of the Department of
Defense in addressing the physical health, mental and behavioral
health, educational and vocational aptitude and capabilities, and
other appropriate matters, at specified periods during the members’
participation in the program.

Independent entities such as the Department of Defense Inspec-
tor General, Government Accountability Office, and the Depart-
ment of Defense Recovering Warrior Task Force continue to iden-
tify problems faced by service members and their families with ac-
cess to needed medical care, including care for post-traumatic
stress and traumatic brain injury, lengthy processing times for
transition to civilian life, inadequate communication among care
managers, and a confusing plethora of support programs that lack
specific measures of effectiveness. The committee believes that the
service secretaries should develop quantifiable and transparent
performance goals and measures to achieve high quality, fairness
and comprehensive support of service members who incur wounds,
illness, or injury in service to our country.

Report on Department of Defense support of members of the
armed forces who experience traumatic injury as a re-
sult of vaccinations required by the Department (sec.
732)

The committee recommends a provision that would require the
Secretary of Defense, in consultation with the secretaries of the
military departments, to report on the adequacy and effectiveness
of the policies, procedures, and systems of the Department of De-
fense in providing support to service members who experience trau-
matic injury as a result of a vaccination required by the Depart-
ment.
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Plan to eliminate gaps and redundancies in programs of the
Department of Defense on psychological health and
traumatic brain injury among members of the armed
forces (sec. 733)

The committee recommends a provision that would require the
Secretary of Defense to develop and report to the Committees on
Armed Services of the Senate and the House of Representatives on
a plan to streamline Department of Defense (DOD) programs that
address psychological health and traumatic brain injury.

The committee is concerned about the effective management of
programs and resources provided to the Department for psycho-
logical health, including post traumatic stress, and traumatic brain
injury. In 2011, a technical report prepared for the Office of the
Secretary by the RAND Corporation, “Programs Addressing Psy-
chological Health and Traumatic Brain Injury Among U.S. Military
Servicemembers and Their Families,” identified more than 200 De-
partment of Defense sponsored or funded programs to address psy-
chological health and traumatic brain injury, and found “duplica-
tion of effort across programs, both within and across branches of
service.” The report concluded that although the attention given to
programs to address these conditions is laudable, “the proliferation
of programs creates a high risk of a poor investment of DoD re-
sources,” as a result of both duplication of effort and unproven ap-
proaches. In January 2012, the Government Accountability Office
published a report (GAO-12-154) citing both a lack of quality con-
trol mechanisms and accountability for psychological health and
traumatic brain injury expenditures within the Department, and
the “lack of a single organization devoted to ensuring that accurate
and timely data are available on DOD’s psychological health and
traumatic brain injury activities or coordinating these activities.”

The committee recognizes that care for psychological conditions
and traumatic brain injury will be an enduring requirement for
years to come, and encourages the Secretary to promptly take ac-
tion to ensure that service members and their families have access
to programs of proven quality and effectiveness as they recover
from illness and injury sustained in service to their country. In ad-
dition, the committee urges the Department to continue to make ef-
fective use of social media opportunities to improve access to De-
partment resources, including those for psychological health and
traumatic brain injury.

Report on implementation of recommendations of the
Comptroller General of the United States on prevention
of hearing loss among members of the armed forces (sec.
734)

The committee recommends a provision that would require the
Secretary of Defense to report to the Committees on Armed Serv-
ices of the Senate and the House of Representatives on the status
of implementation of the recommendations of the Comptroller Gen-
eral of the United States in the report “Hearing Loss Prevention:
Improvements to DOD Hearing Conservation Programs Could Lead
to Better Outcomes” (GAO-11-114, January 2011).

The committee notes that the President’s budget request for fis-
cal year 2013 includes $12.6 million to support activities of the
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Hearing Center of Excellence, and is encouraged that the Center’s
concept of operations reflects a commitment to “create efficiencies,
reduce redundancies and reduce costs” within existing hearing con-
servation programs. The committee expects the Secretary of De-
fense to prioritize efforts throughout the Department to enhance
training, treatment, and research to reduce the incidence of pre-
ventable hearing impairments among service members.

Items of Special Interest

Comptroller General study on Department of Defense health
care contracting

The Department of Defense (DOD) budget for the Unified Med-
ical Program has grown rapidly in recent years. According to the
President’s budget request for fiscal year 2013, health care rep-
resents 10 percent of the overall DOD top-line. In light of this
growth in costs, it is imperative that DOD identify opportunities
for savings and efficiencies wherever possible.

Private sector care contracts employed by DOD to deliver health
care under its TRICARE program are a potential avenue for identi-
fying savings and efficiencies. In recent years, beneficiaries have
relied more on the purchased-care system of civilian providers than
on DOD’s direct-care system of military hospitals and clinics. In its
2012 “Report to Congress: Evaluation of the TRICARE Program”,
DOD reported that about 65 percent of total inpatient admissions
and 57 percent of total outpatient visits were in the purchased-care
system.

Although TRICARE remains primarily a benefits program, DOD
utilizes contractors to manage the program, as well as to provide
pharmacy and dental benefits. DOD also uses other contracts to de-
liver health care to its beneficiary population, including contracts
mandated by section 722 of the National Defense Authorization Act
for 1997 (Public Law 104—201) with designated providers under the
Uniformed Services Family Health Plan.

TRICARE management contracts are of significant size within
the Department. Although most of the money flows through to
TRICARE providers in the form of reimbursements for medical
services provided to beneficiaries, there is a major contracting com-
ponent to the program. The third generation of TRICARE manage-
ment contracts, which was to have been implemented in 2010, has
yet to be fully implemented in all regions due to bid protests.

The committee directs the Comptroller General to conduct a com-
prehensive review of DOD’s private sector care contracts. At a min-
imum, the review should assess the following:

e How requirements are determined and to what extent are
they consistent within and among the TRICARE regions and
all categories of beneficiaries;

e How efficient DOD’s health care contracting procedures
are, and whether contracting personnel are adequately pre-
pared to contract for health care services of high quality at rea-
sonable cost;

e Whether the processes for determining requirements and
entering into contracts are appropriately transparent;
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e What opportunities exist for savings and efficiencies in
DOD health care contracting, including but not limited to op-
portunities for consolidation, streamlined processes, collabora-
tion with the Department of Veterans Affairs, and increased
competition; and
e The extent to which health care contracting under
TRICARE is conducted in a manner consistent with proscrip-
tions and principles of DOD’s “Better Buying Power” initiative.
The committee expects the Comptroller General’s analysis to in-
clude an assessment of the planning activities that are currently
taking place for the fourth generation of TRICARE management
contracts and make appropriate recommendations for any improve-
ments that should be considered for incorporation into the develop-
ment of requirements and the solicitation process for these con-
tracts. The committee further expects the Comptroller General to
engage in dialogue with stakeholders, including contractors, des-
ignated providers and beneficiary organizations in the course of as-
sessing DOD health care contracting requirements and procedures.

Cooperative health care agreements

Under current law (10 U.S.C. 1073 note), the Secretary of De-
fense is authorized to enter into cooperative health care agree-
ments between military installations and local and regional non-
military health care entities. The committee understands that the
implementation of this authority is delegable, including certain ac-
tions taken by the military departments.

The committee believes that, should the Secretary of Defense
choose to delegate this authority to enter into cooperative health
care agreements with local health care entities, such delegation
should be exercised with appropriate oversight and coordination in
order to ensure uniform standards for the continued provision of a
quality health care benefit across each of the services.

Health care provider appointment and compensation au-
thorities

The committee remains concerned about gaps in shortage cat-
egory and critical need health care occupations in the Department
of Defense (DOD), and believes that the current and projected in-
creases of nationwide shortfalls in certain health care occupations
should not preclude the delivery of timely, high-quality care to
service members, including wounded warriors. Several authorities
currently exist that the DOD can exercise on its own, or with the
approval of the Office of Personnel Management (OPM), to address
the challenges in maintaining a trained, experienced workforce in
critically needed health care occupations. These include the author-
ity to appoint and pay for critical health care personnel under
chapter 74 of title 38, United States Code, as authorized for DOD
use by section 1599c(a) of title 10, United States Code, and the dis-
cretionary use of classification, pay, and hours of work provisions
under chapter 74 of title 38. It is the committee’s understanding
that under the delegation agreement with OPM to exercise this au-
thority, DOD may use the Department of Veterans Affairs’ title 38
authorities to establish special rates to recruit and retain employ-
ees in a broad range of health care occupations, as well as approve
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alternative work schedules and special premium payments for
nurses and other health care employees, establish qualifications
and a qualifications-based grade system for nurses and other types
of health care occupations, and pay nurses locality pay. Utilization
of this authority is not limited to physicians and dentists. Finally,
OPM has the authority to establish special pay rates under section
5305 of title 5, United States Code, if requested by the Department
of Defense.

The committee is concerned that authorities which could improve
hiring and compensation of health care personnel may be exercised
inadequately or unevenly, possibly creating disparity in access to
care for wounded, ill, or injured service members or resulting in
unnecessary turnover of needed health care professionals. The com-
mittee encourages the Secretary of Defense and the Director of
OPM to consider the use of all existing authorities for critical
health care personnel shortage fields to the maximum extent nec-
essary to attract and retain high quality providers, thereby ensur-
ing timely access to care and treatment for service members and
their families and support of the medical readiness goals of DOD.

The committee directs the Secretary of Defense, in consultation
with the Director of OPM, to provide a report to the congressional
defense committees, the Senate Committee on Homeland Security
and Governmental Affairs, and the House of Representatives Com-
mittee on Oversight and Government Reform, no later than 120
days after enactment of this Act that describes the use of these au-
thorities, and to conduct an assessment of additional authorities
that may be needed. The report shall include a side-by-side com-
parison of authorities available to and exercised by the Department
of Veterans Affairs and within the Department of Defense, includ-
ing each of the military services, for each health care shortage cat-
egory or critical need occupation. The Secretary of Defense shall
update the report annually by September 30, until such time that
the Secretary can certify that no shortage category occupation has
existed for at least 365 days.

Medication therapy management

The committee recognizes that the cost of providing health care
to service members, retirees, and their families through the
TRICARE program continues to rise, as does the cost of providing
health care in the private sector, and believes that initiatives to in-
crease the quality of patient health while reducing the cost of care
should be explored. An article published in the New England Jour-
nal of Medicine (April 29, 2010, Vol. 362 No. 17) indicates that “as
many as half of all patients do not adhere faithfully to their pre-
scription-medication regimens,” resulting in over $100.0 billion
each year being spent on avoidable hospitalizations.

The committee understands that the Department of Defense cur-
rently provides a broad range of medication therapy management
(MTM) services through many of its military treatment facilities,
and that these services may improve patient health and clinical
outcomes while lowering total health care costs. Therefore, the
committee directs the Secretary of Defense to conduct a comprehen-
sive review of its MTM services, to include a discussion of MTM
implementation to date, cost savings realized from utilization of
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MTM thus far, plans for future expansion, and an assessment of
the feasibility and advisability of including this evolving standard
of care into the broader TRICARE pharmacy program. The com-
mittee expects the Department to submit its report to the Commit-
tees on Armed Services of the Senate and the House of Representa-
tives no later than February 1, 2013.

Standards for production and performance of prostheses
and prosthetic sockets for military amputees

The committee applauds the work of Department of Defense
medical and technical personnel who, in partnership with industry,
are providing superior individualized prostheses to military ampu-
tees at each Department of Defense location of the Extremity In-
jury and Amputation Center of Excellence established pursuant to
section 723 of the Duncan Hunter National Defense Authorization
Act for 2009 (Public Law 110-417).

According to a published report in The Journal of Trauma In-
jury, Infection, and Critical Care, Volume 68, Number 6, June
2010, “The number of amputees returning to duty has increased
significantly, from 2.3% to 16.5%, due to advancements in combat
casualty care and the establishment of centralized amputee cen-
ters.” The committee believes that as an increasing number of serv-
ice members remain on active duty and even deploy with pros-
theses, it is of vital importance that the Department of Defense
have uniform standards of production and performance for pros-
theses and prosthetic sockets.

Therefore, the committee encourages the Department to continue
clinical and technological research and development for prostheses,
which are critical to enabling service members who have lost one
or more limbs in service to our country to achieve their highest
goals for recovery, rehabilitation, and performance.

In light of these objectives, the committee directs the Secretary
of Defense to provide a report to the Committees on Armed Serv-
ices of the Senate and the House of Representatives, not later than
180 days after the enactment of this Act, outlining:

(1) The establishment or verification of consistent, acceptable
standards of quality for the design and fabrication of military
prostheses and prosthetic sockets;

(2) The identification of standards for human performance
using limb loss and limb salvage prostheses and prosthetic
socket performance based on the individual mobility level, size,
weight, functional goals, and occupational specialty of members
of the armed forces;

(8) The processes in place for the demonstration and valida-
tion of prostheses and prosthetic socket manufacturing tech-
niques that reduce weight, reduce cost, and strengthen key
load-bearing areas of the socket to reduce the risk of failure
and enhance mobility; and

(4) An overview of the Department’s efforts to document each
prosthetic, prosthetic socket, alignment, and associated fabrica-
tion settings for all military amputees in their electronic health
record.
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TRICARE efficiencies

The committee acknowledges efforts undertaken by the Depart-
ment of Defense to achieve internal efficiencies, such as decreasing
administrative overhead, provider payment reform, purchasing
pharmaceuticals, supplies and equipment at lower prices, and pro-
viding incentives for beneficiaries to obtain prescriptions from the
Department’s mail order pharmaceutical program. These have al-
ready resulted in significant savings to the Department.

The committee notes with concern the Comptroller General re-
port of April 2012, “Defense Health Care: Applying Key Manage-
ment Practices Should Help Achieve Efficiencies within the Mili-
tary Health System,” (GAO-12-224) which faulted the Department
for developing specific plans, goals and accountability for only 1 of
11 health care initiatives aimed at slowing the growth of health
care costs.

The committee acknowledges that the Department’s efforts to
streamline the military health system governance and consolidate
common functions, as described in its March 2012 “Report on the
Governance of the Military Health System”, were delayed by sec-
tion 716 of the National Defense Authorization Act for Fiscal Year
2012 (Public Law 112-81) which prohibited the Secretary from re-
organizing the military health system until 120 days after the
Comptroller General of the United States submits a report to Con-
gress evaluating options considered and potential costs or cost sav-
ings. However, the committee expects the Secretary to continue to
work toward increased efficiencies to assure that Department goals
to reduce health care cost growth are achieved. Elsewhere in this
report, the committee directs the Comptroller General to undertake
an assessment of Department health care contracting requirements
and processes in order to identify additional efficiencies.






TITLE VIII—ACQUISITION POLICY, ACQUISI-
TION MANAGEMENT, AND RELATED MAT-
TERS

Subtitle A—Provisions Relating to Major Defense
Acquisition Programs

Limitation on use of cost-type contracts (sec. 801)

The committee recommends a provision that would prohibit the
Department of Defense (DOD) from using cost-type contracts for
the production of major defense acquisition programs, unless the
Under Secretary of Defense for Acquisition, Technology, and Logis-
tics, after consultation with the Director of Cost Assessment and
Program Evaluation, certifies to Congress that a cost-type contract
is needed to provide a required capability in a timely and cost-effec-
tive manner.

Section 818 of the John Warner National Defense Authorization
Act for Fiscal Year 2007 (Public Law 109-364) already limits the
circumstances under which DOD may enter a cost-type contract for
the development of major defense acquisition programs. However,
no comparable limitation currently exists for the production of such
programs.

The committee takes the position that DOD should select the
contract type for a production program that is consistent with the
level of program risk for the program. Consistent with sound acqui-
sition practice, however, very few major defense acquisition pro-
grams should be in production unless program risk has already
been reduced to a manageable level. The committee expects the De-
partment to ensure that the authority to waive this requirement is
exercised only in exceptional circumstances.

Acquisition strategies for major subsystems and subassem-
blies on major defense acquisition programs (sec. 802)

The committee recommends a provision that would require the
Secretary of Defense to ensure that the acquisition strategy for
each major defense acquisition program (MDAP) provides for ro-
bust competition at the subsystem and subassembly level by break-
ing out major subsystems and subassemblies, where appropriate,
for separate competition.

Section 202(c) of the Weapon Systems Acquisition Reform Act of
2009 (Public Law 111-23) requires that the Department of Defense
(DOD) to ensure competition, or the option of competition, at both
the prime contract level and the subcontract level of MDAPs, but
does not specifically address the break-out of subsystems and sub-
assemblies. In some cases, the government’s interest in competition
is likely to be best served if DOD runs its own competition for a
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subsystem or subassembly and provides it to the prime contractor
as government-furnished equipment.

Management structure for developmental test and evalua-
tion (sec. 803)

The committee recommends a provision that would clarify the
oversight and supervisory responsibilities of the Deputy Assistant
Secretary of Defense for Developmental Test and Evaluation
(DASD-DT&E) over the chief developmental testers and lead devel-
opmental test evaluation organizations of the military depart-
ments.

The DASD-DT&E is responsible for establishing policies and
guidance for, and monitoring and reviewing the performance of, all
developmental test components of the Department of Defense
(DOD). The committee expects the components to adhere to rel-
evant guidance established by the DASD-DT&E and to promptly
transmit any records or data (including but not limited to quick-
look assessments and other internal reports and supporting data
prepared by the program offices, chief developmental testers, and
lead developmental test evaluation organizations of the military de-
partments) directly to the DASD-DT&E upon request.

The Weapon Systems Acquisition Reform Act of 2009 (WSARA)
(Public Law 111-23) established the position of DASD-DT&E be-
cause of a recognition that developmental testing and evaluation
plays a critical role in identifying and correcting problems in major
weapon systems early, before they lead to excessive cost overruns
and schedule delays. For this reason, the committee is troubled
that DOD does not appear to have given adequate attention to
shortcomings identified by DASD-DT&E in developmental testing.

Since the enactment of WSARA, the DASD-DT&E has concluded
on the basis of assessments of operational test readiness (AOTR)
that four major weapons programs were not ready to proceed to ini-
tial operational testing and evaluation (IOT&E). In each case, the
program was allowed to proceed to IOT&E despite the findings of
the AOTR, and in each case, IOT&E identified significant problems
that could and should have been corrected at an earlier stage of the
program.

The committee directs the Under Secretary of Defense for Acqui-
sition, Technology and Logistics to report to the congressional de-
fense committees on each case in fiscal year 2012 and fiscal year
2013 in which a major defense acquisition program proceeds to
IOT&E despite an AOTR finding that it is not ready to proceed to
this stage. For each such case, the report should explain why the
program proceeded to IOT&E despite the findings of the AOTR;
what aspects of the approved testing and evaluation master plan
had to be set aside to enable the program to proceed to IOT&E
under these circumstances; how the program addressed the specific
areas of concern raised in the AOTR; and whether IOT&E identi-
fied any significant shortcomings in the program. The required re-
port should be provided to the congressional defense committees by
not later than 60 days after the end of fiscal year 2013.
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Assessments of potential termination liability of contracts
for the development or production of major defense ac-
quisition programs (sec. 804)

The committee recommends a provision that would require the
Under Secretary of Defense for Acquisition, Technology, and Logis-
tics (USD-AT&L) to provide the congressional defense committees
with an assessment of potential termination liability for each con-
tract entered by the Department of Defense (DOD) for the develop-
ment or production of a major defense acquisition program for
which the USD-AT&L is the milestone decision authority.

In recent years, DOD decisions to terminate contracts for the de-
velopment or production of major defense acquisition programs—
such as the VH-71 Presidential helicopter replacement program,
the Future Combat Systems (FCS) program, and the Medium Ex-
tended Air Defense System program—have raised questions about
the relative costs and benefits of program termination and program
completion. The Government Accountability Office (GAO) reviewed
this issue in 2008 and concluded that it cost more to complete pro-
grams than to terminate them and that contract termination costs
were generally not a major factor in DOD decisions to terminate
weapons programs.

GAO concluded that program terminations could be a valuable
tool to “create trade space” in limited budgets and respond to to
long-term fiscal imbalances and unexpected events. To make the
most effective use of this tool, GAO stated, decision-makers “need
to be able to anticipate and plan for possible terminations and have
a sound understanding of costs, benefits, and legal requirements.”
For this reason, GAO recommended that DOD review, and as need-
ed amend, guidance on terminations across all the military depart-
ments and defense agencies to ensure that the guidance identifies
the conditions under which it would be appropriate to end pro-
grams or contracts, and provides knowledge needed to use termi-
nations as an investment portfolio tool.

The committee directs the Comptroller General to update the
2008 GAO report with an assessment of: (1) the extent to which
DOD has implemented the recommendations of the 2008 report; (2)
the actual costs and savings resulting from the termination of pro-
grams reviewed in the 2008 report and the extent to which tech-
nologies and facilities from these programs were effectively lever-
aged or transferred to other programs; and (3) the estimated costs
and benefits of the termination of the VH-71 and FCS programs.

Technical change regarding programs experiencing critical
cost growth due to change in quantity purchased (sec.
805)

The committee recommends a provision that would correct a
paragraph reference in section 2433a of title 10, United States
Code, as amended by section 831 of the National Defense Author-
ization Act for Fiscal Year 2012 (Public Law 112-81), to clarify that
the Secretary of Defense is not required to conduct continuing re-
views of programs that exceed thresholds for critical cost growth
due only to a change in the quantity of items to be purchased.
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Repeal of requirement to review ongoing programs initiated
before enactment of Milestone B certification and ap-
proval process (sec. 806)

The committee recommends a provision that would repeal section
205(b) of the Weapon Systems Acquisition Reform Act of 2009
(WSARA) (Public Law 111-23), as recommended by the Depart-
ment of Defense (DOD). Section 205(b) requires the annual review
of programs initiated before the enactment of the certification re-
quirements in section 2366b of title 10, United States Code, in
2006, to determine whether or not they meet certification require-
ments under that section.

The committee notes that section 819(a) of the National Defense
Authorization Act for Fiscal Year 2012 (Public Law 112-81) re-
pealed section 204(c) of WSARA, which established the require-
ment for so-called “catch-up” certifications for programs initiated
prior to the enactment of WSARA. As DOD points out, however,
the repeal of section 204(c) does not reduce the burden on the De-
partment unless the “essentially redundant obligation under sec-
tion 205(b)” is also repealed.

Subtitle B—Acquisition Policy and Management

One-year extension of temporary limitation on aggregate
annual amount available for contract services (sec. 821)

The committee recommends a provision that would extend for 1
year the goals and objectives established in section 808 of the Na-
tional Defense Authorization Act for Fiscal Year 2012 (Public Law
112-81), including: (1) a cap on spending for contract services at
the fiscal year 2010 level; (2) a cap on contractor labor rates and
overhead rates at fiscal year 2010 levels; (3) an approval require-
ment for contracts and task orders exceeding fiscal year 2010 lev-
els; and (4) a reduction in funding for staff augmentation contracts
and contracts for functions closely associated with inherently gov-
ernmental functions.

The committee is encouraged by measures that the military de-
partments have taken to achieve efficiencies in the area of contract
services.

Last year the committee noted that the Air Force, which has
been more aggressive than the other military departments in im-
plementing required management structures for contract services,
conducted a disciplined review of $5.6 billion of service contracts
over the last year and identified $1.4 billion of expected savings
over an 8-year period. This year, the Air Force informed the com-
mittee that it has achieved an additional $3.8 billion in savings
over the future years defense program in the area of Weapon Sys-
tem Sustainment alone.

The Army has now established portfolio managers for functional
categories of services and instituted a management review process
through which it has identified potential cost savings of $4.6 billion
in the base budget.

The committee is also aware that in October 2011, the Naval Sea
Systems Command (NAVSEA) instituted a Services Requirements
Review Board—commonly referred to as a “services court” or “con-
tractor court”—pursuant to which senior officials of the command
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have assumed personal responsibility for reviewing all significant
services contracts in the command to identify opportunities for
service acquisition efficiencies, process improvements, and cost sav-
ings. The process also includes “tripwires” to trigger more in depth
review of particular contracts. The committee understands that
this new process has enabled NAVSEA to achieve savings of as
much as 20 percent on its service contracts in the first year alone
and that the Assistant Secretary of the Navy for Research, Devel-
opment, and Acquisition has directed that the process be institu-
tionalized across the Navy.

The committee concludes that the Navy process is a “best prac-
tice” and urges all of the military departments and defense agen-
cies to undertake similar initiatives to achieve greater efficiencies
in the area of services contracting.

Prohibition of excessive pass-through contracts and charges
in the acquisition of services (sec. 822)

The committee recommends a provision that would prohibit the
Department of Defense (DOD) from awarding a contract for the
performance of services (other than a firm, fixed price contract that
is either competitively awarded or for commercial services) unless
the contractor agrees that at least 50 percent of the direct labor on
the contract will be performed by the contractor or by a subcon-
tractor that is specifically identified in the contract.

Section 852 of the John Warner National Defense Authorization
Act for Fiscal Year 2007 (Public Law 109-364) was intended to ad-
dress the problem of excessive “pass-through” charges—charges for
profit and overhead from a contractor who provides little or no
value added on work performed by a lower-tier contractor or sub-
contractor. Despite the enactment of this legislation, DOD con-
tinues to pay profit and overhead for multiple layers of contractors
in cases where work is performed by lower-tier contractors and
subcontractors—in some cases, because prime contractor overhead
is considered “value added,” in other cases, because prime con-
tractor overhead and profits are built directly into labor rates in-
cluded in the contract.

The committee notes that section 15(0o) of the Small Business Act
(15 U.S.C. section 644(0)) already requires that small businesses
agree to perform at least 50 percent of the work under their DOD
contracts. The committee concludes that a similar standard appli-
cable to contractors of all sizes would serve to protect DOD from
paying multiple layers of contractors for profit and overhead on
work performed by subcontractors.

Availability of amounts in Defense Acquisition Workforce
Development Fund for temporary members of workforce
(sec. 823)

The committee recommends a provision that would amend sec-
tion 1705 of title 10, United States Code, to clarify the extent to
which the Defense Acquisition Workforce Development Fund
(DAWDF) may be used to support temporary members of the acqui-
sition workforce. Under the amendment, DAWDF funds could be
used for temporary personnel only for the limited purpose of pro-
viding training for such personnel in the performance of acquisi-
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tion-related functions and duties. The provision would also amend
section 1705 to extend direct hiring authority for the acquisition
workforce for an additional 2 years.

The committee notes that senior acquisition officials of the De-
partment of Defense (DOD) have uniformly cited DAWDF as an es-
sential tool to strengthen the acquisition workforce and help the
Department overcome significant shortcomings in the management
and oversight of its contracts. The committee continues to believe
that robust funding of the DAWDF will result in improved DOD ac-
quisition practices and substantial long-term savings.

At the same time, however, the committee notes that the funding
levels in section 1705(d)(2)(C) were established in section 832 of the
National Defense Authorization Act for Fiscal Year 2010 (Public
Law 111-84), to reflect the requirements of the hiring plan an-
nounced by the Secretary of Defense in 2009, and do not take into
account the substantial changes in DOD funding and force struc-
ture that have taken place since that time.

The committee notes that the Statement of Managers accom-
panying H.R. 2055, the Consolidated Appropriations Act, 2012
(Public Law 112-74), directed the Secretary of Defense to reassess
the annual funding floors for the DAWDF and provide rec-
ommendations for appropriate funding levels to the congressional
defense committees within 180 days of enactment. The committee
endorses this review and concludes that while DOD has a contin-
ued need for DAWDF funding, funding levels should be established
on the basis of a 2012 hiring plan, not a 2009 hiring plan.

Department of Defense policy on contractor profits (sec.
824)

The committee recommends a provision that would require the
Secretary of Defense to review the profit guidelines for Department
of Defense (DOD) contracts to ensure an appropriate link between
contractor profit and contractor performance.

The committee understands that contractor profit levels play an
important role in attracting and sustaining investment in the de-
fense industry. In a time of constrained budgets, however, DOD
cannot afford to pay excessive profits to contractors who perform
poorly. Rather, the Department must use all available tools—in-
cluding profit policy—to incentivize the timely and cost-effective de-
livery of quality products and services by DOD contractors.

Section 814 of the John Warner National Defense Authorization
Act for Fiscal Year 2007 (Public Law 109-364) required the Sec-
retary to ensure that award and incentive fees are linked to acqui-
sition outcomes (defined in terms of program cost, schedule, and
performance) in DOD acquisition programs. The committee con-
cludes that a similar link is needed between contractor profits and
contractor performance.

Modification of authorities on internal controls for procure-
ments on behalf of the Department of Defense by certain
non-defense agencies (sec. 825)

The committee recommends a provision that would repeal the re-
quirement for the Department of Defense Inspector General to sub-
mit additional follow-up reports on internal controls for procure-
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ments made by the Department of Defense through other federal
agencies. The Inspector General has indicated that previous re-
views have shown a significant decrease in reported problems with
regard to such procurements. The committee concludes that the In-
spector General should have greater flexibility to direct audit re-
sources to areas in which they are most needed.

Extension of pilot program on management of supply-chain
risk (sec. 826)

The committee recommends a provision that would extend for 2
years the pilot authority for the Department of Defense (DOD) to
manage supply-chain risk under section 806 of the Ike Skelton Na-
tional Defense Authorization Act for Fiscal Year 2011 (Public Law
111-383).

The committee is aware that DOD has performed a number of
exercises to develop effective supply-chain risk management strate-
gies and that lessons learned from these exercises will be incor-
porated into implementing guidance that is expected to be issued
this summer. The committee understands the complexity of these
issues, but is disappointed by the projected 18—month delay in the
issuance of this guidance.

The committee urges DOD to issue guidance and begin the im-
plementation of section 806 as soon as possible, so that this author-
ity can be used as intended, to reduce supply-chain risk in the ac-
quisition of sensitive information technology systems that are in-
corporated into intelligence or cryptologic systems, are used in com-
mand and control of military forces, or form an integral part of a
weapon system.

Subtitle C—Amendments Relating to General Contracting
Authorities, Procedures, and Limitations

Applicability of Truth in Negotiations Act to major systems
and related subsystems, components, and support serv-
ices (sec. 841)

The committee recommends a provision that would authorize the
Department of Defense (DOD) to request additional contractor
data, where necessary to evaluate the price reasonableness of com-
mercial items (other than commercially available off-the-shelf items
and other items that are developed exclusively at private expense)
that are procured for the support of a major weapon system.

The Administration requested legislation that would amend the
definition of commercial items in section 103 of title 41, United
States Code, to exclude items that are merely “offered for sale” or
“of a type” offered for sale in the commercial marketplace. The
committee declines to make this change. The Federal Acquisition
Streamlining Act of 1994 (FASA) (Public Law 103-355) adopted a
broad definition of commercial items to ensure that federal agen-
cies would have ready access to products that are available in the
commercial marketplace—including new products and modified
products that are just becoming available. Such access remains
particularly critical in fast moving commercial markets, including
the markets for information technology and other advanced prod-
ucts.
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At the same time, the committee shares the Administration’s
concern that some contractors have abused the commercial item
definition to obscure cost and price information with regard to
spare parts and components for DOD weapon systems. As DOD has
pointed out, the Government Accountability Office and the DOD In-
spector General have both criticized the Department for using com-
mercial item procedures to procure items that are misclassified as
commercial items and are not subject to competitive price pressure
in the commercial marketplace. In 2011, the DOD Inspector Gen-
eral found that non-competitive spare parts provided by two dif-
ferent contractors were significantly overpriced because of inad-
equate and inaccurate data supplied by the contractors.

The provision recommended by the committee would provide the
Department with additional tools to collect needed data for prod-
ucts and services that may arguably qualify as commercial items,
without undermining the widely accepted definition of commercial
items.

Maximum amount of allowable costs of compensation of
contractor employees (sec. 842)

The committee recommends a provision that would amend sec-
tion 2324(e)(1)(P) of title 10, United States Code, to reduce the lim-
itation on allowable compensation for defense contractor employees
from the median amount of compensation provided to senior execu-
tives in large United States corporations (currently 763,000) to the
maximum level of compensation for federal employees, which is set
at the annual salary of the Vice President of the United States
(currently $230,700).

Section 808 of the National Defense Authorization Act for Fiscal
Year 1998 (Public Law 108-85) limited the amount of contractor
executive compensation allowable for reimbursement under federal
contracts to a benchmark based on the median amount of com-
pensation provided to senior executives in large United States cor-
porations, as calculated by the Office of Federal Procurement Policy
(OFPP). The OFPP website indicates that the benchmark amount,
which was set at $432,851 on January 1, 2004, was increased to
$763,029 on April 22, 2012—an increase of more than 75 percent
in just 8 years.

At a time when most Americans are seeing little or no increase
in their paychecks and budget constraints require the Department
of Defense to find efficiencies in all areas, the committee concludes
that increases of this magnitude are unsupportable. The committee
notes that section 2324(e)(1)(P) authorizes the Secretary of Defense
to establish narrowly targeted exceptions to the limitation on al-
lowable compensation, where such exceptions are needed to ensure
that the Department of Defense has continued access to scientists,
engineers, and others with unique and needed skills and capabili-
ties.

Department of Defense access to and use of contractor in-
ternal audit reports (sec. 843)

The committee recommends a provision that would clarify De-
fense Contract Audit Agency (DCAA) access to defense contractor
internal audit reports and supporting materials for the purpose of
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assessing risk and evaluating the efficacy of contractor internal
controls and the reliability of associated contractor business sys-
tems. Under the provision, a contractor’s refusal to permit access
to internal audit reports and supporting materials could be taken
into account in any assessment of the adequacy of contractor busi-
ness systems pursuant to section 893 of the Ike Skelton National
Defense Authorization Act for Fiscal Year 2011 (Public Law 111-
383).

In December 2011, the Government Accountability Office (GAO)
reported on a review of DCAA access to and use of defense con-
tractor internal audit reports. GAO reported that generally accept-
ed government auditing standards require evaluation and testing
of contractor internal controls, including the work of the contrac-
tor’s internal audit activity. However, GAO found that DCAA ac-
cess to internal audits was uneven, and that one contractor refused
to provide DCAA with any access to such audits at all. The report
states:

“DCAA does not generally track its requests or denials
for internal audit reports. GAO found that the number of
DCAA requests for internal audit reports is small relative
to the number of internal audits GAO identified as rel-
evant to defense contract oversight. In explaining why few
reports are requested, DCAA auditors noted obstacles such
as not being able to identify internal audits relevant to
their work and uncertainty as to how useful those reports
could be. By not routinely obtaining access to relevant
company internal audits, DCAA auditors are hindered in
their ability to effectively plan work and meet auditing
standards for evaluating internal controls.”

GAO recommended that DCAA issue guidance on how and under
what circumstances company internal audit reports can be
accessed; establish a central point of contact for each company to
coordinate issues pertaining to internal audits; and track and as-
sess information regarding access to such audits.

On March 30, 2012, the Director of DCAA issued the Agency’s
first annual report to Congress. The report requests that Congress
clarify DCAA’s access to contractor internal controls and business
systems to assess whether the systems and controls are adequate
to ensure the reliability of contractor data. The report states:

“It is essential for DCAA to have access to contractor re-
views, inquiries, investigations, and internal audits in
order to evaluate contractor business systems. DCAA au-
dits contractor accounting systems before and after con-
tract award to assess whether the systems are adequate
for accumulating and billing costs that comply with con-
tract requirements. For major contractors, DCAA audits
contractor business systems as a basis for relying on those
systems during other DCAA audits.”

Enhancement of whistleblower protections for contractor
employees (sec. 844)

The committee recommends a provision that would amend sec-
tion 2409 of title 10, United States Code, to significantly enhance
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whistleblower protections for contractor employees. The provision
recommended by the committee would: (1) extend coverage to em-
ployees of subcontractors; (2) extend coverage to disclosures that
are made to management officials of the contractor; (3) extend cov-
erage to abuses of authority that undermine performance of a con-
tract; (4) extend coverage to reprisal actions that are taken in con-
cert with the contracting agency; (5) revise the standard of proof
to match the standard already applicable in federal employee cases;
(6) provide that whistleblower rights under the provision may not
be waived by an arbitration agreement; (7) clarify that contractor
legal fees are not allowable if the contractor is determined to have
engaged in a reprisal; and (8) establish statutes of limitation for
complaints and appeals.

The committee understands that over a 3-year period from 2009
through 2011, 163 complaints were filed under section 2409 and
only 5 of these complaints were investigated by the Department of
Defense Inspector General. In December 2011, a representative of
the Inspector General testified that many of these complaints were
outside the scope of the statute because the alleged wrongdoing
was reported by subcontractor employees or was reported to com-
pany management. The provision recommended by the committee
would correct these and other shortcomings in the existing law.

Extension of contractor conflict of interest limitations (sec.
845)

The committee recommends a provision that would require the
Secretary of Defense to determine whether guidance developed pur-
suant to section 841(a) of the Duncan Hunter National Defense Au-
thorization Act for Fiscal Year 2009 (Public Law 110-417) regard-
ing personal conflicts for contractor employees performing acquisi-
tion functions closely associated with inherently governmental
functions should be extended to contractor personnel engaged in:
(1) functions other than acquisition functions that are closely asso-
ciated with inherently governmental functions; (2) personal serv-
ices contracts; or (3) contracts for staff augmentation services.

Repeal of sunset for certain protests of task and delivery
order contracts (sec. 846)

The committee recommends a provision that would repeal the
sunset date for the authority to file bid protests for task and deliv-
ery orders in excess of $5.0 million pursuant to section 2304c(e) of
title 10, United States Code.

The committee notes that: (1) the expansion of bid protests to
task and delivery orders in excess of $5.0 million provides an in-
creased assurance of fairness and regularity in the award of such
task and delivery orders; (2) the Government Accountability Office
has not reported an excessive increase in the number of bid pro-
tests as a result of this authority; and (3) the potential expiration
of a previous sunset date for this authority produced significant
confusion and uncertainty in the acquisition system over the last
2 years.
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Subtitle D—Provisions Relating to Wartime Contracting

Responsibility within Department of Defense for contract
support for overseas contingency operations (sec. 861)

The committee recommends a provision that would require the
Secretary of Defense to prescribe in regulations the chain of au-
thority and responsibility within the Department of Defense (DOD)
for policy, planning, and execution of contract support for overseas
contingency operations (OCO).

The Commission on Wartime Contracting in Iraq and Afghani-
stan (CWC) established pursuant to section 841 of the National De-
fense Authorization Act for Fiscal Year 2008 (Public Law 110-181)
found that DOD lacks “the organizational structure needed to force
important lessons learned through the system and the authority to
enable resource shift to support the acquisition process.” The CWC
recommended the establishment of a new directorate within the
Joint Staff to specifically focus on contingency contracting.

The committee recognizes that DOD has made significant im-
provements over the last 8 years in the way that it has organized
itself to plan and manage OCO contract support. The provision rec-
ommended by the committee would require the Department to in-
stitutionalize these changes and ensure that the DOD’s manage-
ment structure provides clear authority and responsibility for the
planning of contract support; the establishment and validation of
contract requirements; the identification of resources and
prioritization of funding needs; the award and execution of con-
tracts; and the oversight and management of contractors in the
field.

Annual reports on contract support for overseas contin-
gency operations involving combat operations (sec. 862)

The committee recommends a provision that would require the
Secretary of Defense to submit an annual report on contract sup-
port for any overseas contingency operation that includes combat
operations and for which annual contract obligations exceed $250.0
million. The committee notes that the reports required by this pro-
vision are identical to the reports already provided for contracting
in Iraq and Afghanistan pursuant to section 863 of the National
Defense Authorization Act for 2008 (Public Law 110-181), as
amended by section 835 of the Ike Skelton National Defense Au-
thorization Act for Fiscal Year 2011 (Public Law 111-383).

Inclusion of contract support in certain requirements for
Department of Defense planning, joint professional mili-
tary education, and management structure (sec. 863)

The committee recommends a provision that would require the
consideration of issues arising out of contract support for contin-
gency operations in the Department of Defense (DOD) readiness re-
porting system, the contingency planning functions of the Chair-
man of the Joint Chiefs of Staff, the curriculum for joint profes-
sional military education, and the DOD structure for the manage-
ment of contracts for services.
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Risk assessment and mitigation for contractor performance
of critical functions in support of overseas contingency
operations (sec. 864)

The committee recommends a provision that would require the
Department of Defense (DOD) to perform a comprehensive risk as-
sessment and develop a risk mitigation plan for operational and po-
litical risks associated with contractor performance of critical func-
tions in support of a contingency operation that is expected to con-
tinue for more than 1 year and require the expenditure of more
than $250.0 million for contract support.

The provision defines critical functions to include private security
functions, training of foreign government personnel, intelligence
and information operations, and other functions closely associated
with inherently governmental functions. The assessment and miti-
gation plan would be required to address risks relating to the goals
and objectives of the operation, the continuity of the operation, the
safety of military and civilian personnel, DOD’s managerial control
over the operation, DOD’s critical organic or core capabilities, and
DOD’s ability to control costs and minimize waste, fraud, and
abuse.

The Commission on Wartime Contracting in Iraq and Afghani-
stan (CWC) established pursuant to section 841 of the National De-
fense Authorization Act for Fiscal Year 2008 (Public Law 110-181)
reported that DOD and other federal agencies have too often made
acquisition decisions that are expedient in the short-term without
adequate consideration of the long-term risks. The final report of
the CWC states:

“Ten years of war in Iraq and Afghanistan have seen the
United States using too many contractors for too many
functions with too little forethought and control.
Events in Iraq and Afghanistan have shown that system-
atic consideration of operational, political, and financial
risks must be a factor in judging appropriateness. All too
often, officials assume that any task deemed not inher-
ently governmental is therefore automatically suitable for
performance by contractors. . . . For functions performed
in a war zone, prudent decisions on contracting include as-
sessing the level of risk associated with contracting, and
judging whether that level is or can be mitigated to an ac-
ceptable level. . . . If mitigation or control measures leave
the residual risks of using contractors at a level that out-
weighs the expected benefits, then the government needs
timely and deployable options to support the contingency
mission.”

The provision recommended by the committee would not preclude
contractors from performing any specific functions. Rather, it would
require DOD to systematically consider the potential risks associ-
ated with contractor performance of particular functions in an area
of combat operations and take appropriate actions to mitigate or
avoid such risks.
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Extension and modification of reports on contracting in
Iraq and Afghanistan (sec. 865)

The committee recommends a provision that would extend for 2
years the requirement for an annual report on contracting in Iraq
and Afghanistan pursuant to section 863 of the National Defense
Authorization Act for Fiscal Year 2008 (Public Law 110-181), as
amended by section 835 of the Ike Skelton National Defense Au-
thorization Act for Fiscal Year 2011 (Public Law 111-383). The pro-
vision would also repeal the requirement for the Government Ac-
countability Office (GAO) to review the annual reports.

The committee directs the Under Secretary of Defense for Acqui-
sition, Technology, and Logistics to report to the congressional de-
fense committees not later than 180 days after the date of the en-
actment of this Act on the steps that the Department of Defense
has taken and plans to take to address data and system defi-
ciencies identified in previous GAO reports required by section 863
and to ensure the accuracy and completeness of contracting data
available to the Department in current and future contingency op-
erations.

Extension of temporary authority to acquire products and
services in countries along a major route of supply to
Afghanistan (sec. 866)

The committee recommends a provision that would extend
through December 31, 2014, the authority for the Department of
Defense (DOD) to acquire products and services on a non-competi-
tive basis in countries along a major route of supply to Afghani-
stan. This authority was requested by DOD to help build partner-
ships and support in countries along critical supply routes, and to
help bolster stability in the region.

Compliance with Berry amendment required for uniform
components supplied to Afghanistan military or Afghan-
istan National Police (sec. 867)

The committee recommends a provision that would require the
Department of Defense to comply with the requirements of the
Berry amendment, section 2533a of title 10, United States Code, in
the case of any textile components supplied by the Department to
the Afghan National Army or the Afghanistan National Police for
purposes of production of uniforms.

Sense of the Senate on the contributions of Latvia and other
North Atlantic Treaty Organization member nations to
the success of the Northern Distribution Network (sec.
868)

The committee recommends a provision that would commend
Latvia and other North Atlantic Treaty Organization (NATO) mem-
ber nations along the Northern Distribution Network (NDN) for
their contributions to ensuring that U.S. and coalition forces in Af-
ghanistan have reliable lines of supply. The provision would also
encourage the Department of Defense to make significant efforts to
procure goods locally from Latvia and other NATO member nations
along the NDN when quality products at competitive prices are
available.
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Requirements and limitations for suspension and debar-
ment officials of the Department of Defense (sec. 881)

The committee recommends a provision that would require the
Suspension and Debarment Officials of the Department of the
Army, the Department of the Navy, the Department of the Air
Force, and the Defense Logistics Agency to be independent of ac-
quisition officials, to be engaged only in suspension and debarment
activities and other fraud-remedies activities, to document final de-
cisions, and to develop written policies for the consideration of re-
ferrals.

The provision would also require automatic referral for consider-
ation of suspension or debarment of any person who has been
charged with a federal criminal offense in connection with a De-
partment of Defense (DOD) contract; been alleged in a criminal or
civil proceeding brought by the United States to have engaged in
fraudulent activities in connection with a DOD contract; or is the
subject of a final determination that the person has failed to pay
or refund money due or owed to the Federal Government in connec-
tion with a DOD contract.

The committee understands that suspension and debarment gen-
erally apply to all divisions and other organizational elements of a
contractor, unless the suspension or debarment decision is limited
by its terms to specific divisions, organizational elements, or com-
modities. The committee further understands that in any case
where the misconduct on which a suspension or debarment is based
is systemic in nature, a narrow limitation would be inappropriate.

Uniform contract writing system requirements for the De-
partment of Defense (sec. 882)

The committee recommends a provision that would require the
Department of Defense (DOD) to establish uniform data standards,
internal control requirements, independent verification and valida-
tion requirements, and business process rules for the processing of
procurement requests, contracts, receipts, and invoices, and to en-
sure that all DOD contracts are entered through electronic contract
writing systems that meet those requirements.

Comptroller General of the United States review of use by
the Department of Defense of urgent and compelling ex-
ception to competition (sec. 883)

The committee recommends a provision that would require the
Government Accountability Office (GAO) to review the use by the
Department of Defense (DOD) of the unusual and compelling ur-
gency exception to full and open competition provided in section
2304(c)(2) of title 10, United States Code. The GAO report would
be required to determine patterns in the use of the exception,
whether justifications for the use of the exception meet statutory
requirements, the extent to which decisions to solicit bids or pro-
posals from only one source have been appropriately documented
and justified, and whether DOD The has complied with limitations
on the duration of contracts entered pursuant to the exception.
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Authority to provide fee-for-service inspection and testing
by Defense Contract Management Agency for certain
critical equipment in the absence of a procurement con-
tract (sec. 884)

The committee recommends a provision that would authorize the
Defense Contract Management Agency to accept reimbursement
from a manufacturer or assembler for testing and inspection of an
item when the nature of the item requires such inspection or test-
ing as a precondition to government acceptance of the item under
a future government contract. The Department of Defense re-
quested this authority to expedite the testing and inspection of
items that are determined to be critical to defense acquisition pro-
grams.

Disestablishment of Defense Materiel Readiness Board (sec.
885)

The committee recommends a provision that would disestablish
the Defense Materiel Readiness Board created by section 871 of the
National Defense Authorization Act for Fiscal Year 2008 (Public
Law 110-181), as requested by the Department of Defense.

Modification of period of wait following notice to Congress
of intent to contract for leases of certain vessels and ve-
hicles (sec. 886)

The committee recommends a provision that would amend sec-
tion 2401(h) of title 10, United States Code, to eliminate the re-
quirement of notification of Congress and then having to wait for
30 days of a continuous session of Congress to pass before a vessel
lease contract may be made. The proposed change would ensure
that Congress continues to receive a 30-day notice of proposed
charters, but would eliminate the uncertainty that results from a
congressional schedule that seldom provides a period of 30 days of
continuous session.

Extension of other transaction authority (sec. 887)

The committee recommends a provision that would amend sec-
tion 845 of the National Defense Authorization Act for Fiscal Year
1994 (Public Law 103-160) to extend for 5 years the authority for
the Secretary of Defense to carry out a pilot program for the acqui-
sition of certain prototypes pursuant to “other transactions.”

Items of Special Interest

Competition in the development and procurement of train-
ing systems for major ground and airborne vehicle pro-
grams

Section 202(d) of the Weapon Systems Acquisition Reform Act of
2009 (Public Law 111-23) requires the Secretary of Defense to take
actions to ensure that, to the maximum extent practicable and con-
sistent with statutory requirements, contracts for the maintenance
and sustainment of a major weapon system are awarded on a com-
petitive basis that gives full consideration to all potential sources.
This provision reflects the committee’s view that competition,
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where it is feasible, results in reduced costs and improved con-
tractor performance.

The committee believes that competition can have a similar bene-
ficial impact in the area of training systems for major ground and
airborne vehicle programs. The committee is aware that original
equipment manufacturers may have rights in technical data that
are essential to the development of effective training systems. How-
ever, the same impediment is faced—and has been overcome—in
the area of maintenance and sustainment of major weapon sys-
tems. The committee urges the military departments to actively ex-
plore the expanded use of competition as a tool to drive down costs
and improve performance in the acquisition of training systems for
major ground and airborne vehicle programs.

Engagement with independent experts and interested par-
ties in implementation of counterfeit parts legislation

Section 818 of the National Defense Authorization Act for Fiscal
Year 2012 (Public Law 112-81) requires the Department of Defense
(DOD) to adopt comprehensive guidance and processes for the de-
tection and avoidance of counterfeit parts. In particular, the provi-
sion requires DOD to: (1) revise acquisition rules to ensure that the
cost of replacement and rework required by the use of suspect
counterfeit parts is paid for by the contractor responsible; (2) en-
sure that DOD and its suppliers purchase electronic parts from
manufacturers and their authorized dealers or from qualified,
trusted suppliers; (3) require DOD officials and contractors who be-
come aware of counterfeit parts in the supply chain to provide ap-
propriate written notification of the problem; and (4) ensure that
DOD and its largest contractors establish effective systems and
procedures to detect and avoid counterfeit parts.

The committee expects the DOD to implement these require-
ments quickly and aggressively. At the same time, however, the
committee is aware of a number of complex issues that must be ad-
dressed. For example, which requirements of section 818 apply only
to “covered contractors”—contractors who are subject to the cost ac-
counting standards—and which requirements apply more broadly?
To what extent should suppliers of commercial, off-the-shelf end
items be excluded from coverage pursuant to the authority of sec-
tion 1907 of title 41, United States Code? Should the provision dis-
allowing costs of rework or corrective action that may be required
to remedy the use or inclusion of counterfeit parts apply to parts
that ;1re supplied to contractors as government-furnished equip-
ment?

The committee encourages DOD to solicit the views of both inde-
pendent experts and interested parties—including representatives
of original equipment manufacturers, DOD prime contractors, and
lower-tier contractors in affected industries—as it works to address
these and other implementation issues.

Implementation of section 811 of the National Defense Au-
thorization Act for Fiscal Year 2010

Section 811 of the National Defense Authorization Act for Fiscal
Year 2010 (Public Law 111-84) requires a written justification and
approval (J&A) for any sole-source contract awarded by a federal
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agency in excess of $20.0 million. The Senate report accompanying
S. 1235 (S. Rept. 112-26) of the National Defense Authorization
Act for Fiscal Year 2012 directed the Secretary of Defense to pro-
vide Congress with specific data on the implementation of section
811 by the Department of Defense (DOD). The Senate subsequently
directed the Government Accountability Office (GAO) to review the
DOD reports and provide its assessment of the effectiveness of the
implementation of section 811.

Because of a long delay in the rulemaking process, section 811
was not fully implemented until more than a year after its enact-
ment. During the period prior to full implementation, federal agen-
cies including DOD continued to award contracts without the re-
quired J&As. The most recent reports from DOD and GAO do not
segregate data on contract awards into awards that were made be-
fore, and awards that were made after, full implementation. As a
result, the data provided the committee on the implementation of
section 811 remains inconclusive and incomplete.

For this reason, the committee extends the reporting require-
ments for both the Secretary of Defense and the Comptroller Gen-
eral for 1 more year, through March 1, 2014. The Secretary’s 2013
and 2014 reports should provide the Secretary’s assessment of the
steps taken by the military departments to implement section 811
and the efficacy of that implementation.

Inventories and reviews of contracts for services

Section 2330a of title 10, United States Code, as first enacted in
section 801 of the National Defense Authorization Act for Fiscal
Year 2002 (Public Law 107-107), required the Department of De-
fense (DOD) to establish a data collection system to provide man-
agement information with regard to DOD purchases of contract
services. In 2007, the Senate Committee on Armed Services ex-
pressed frustration that this requirement had yet to be fully imple-
mented. The Senate report accompanying S. 1574 (S. Rept. 110-77)
of the National Defense Authorization Act for Fiscal Year 2008 (FY
2008 NDAA) stated: “Five years later, the Department’s expendi-
tures for contract services have nearly doubled, but DOD still has
not conducted a comprehensive analysis of its spending on these
services.” Section 807 of the FY 2008 NDAA amended and
strengthened section 2330a, requiring the Department to produce
an annual inventory of contract services.

Since the enactment of section 807, DOD has continued to drag
its feet. Of the three military departments, only the Army has de-
veloped an effective inventory system. Section 936 of the National
Defense Authorization Act for Fiscal Year 2012 (Public Law 112-
81) required DOD to adopt an approach similar to that already de-
veloped by the Army. The Statement of Managers on the con-
ference report explained:

“[Tlhe inventory, when fully developed in accordance
with statutory requirements, will provide the Department
with useful workforce information for identifying inher-
ently governmental functions inappropriately performed
under contract, informing strategic human capital plan-
ning, and facilitating an appropriate mix of military, civil-
ian, and contractor personnel. At the same time, a compli-
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ant inventory will be an important acquisition tool, ena-
bling the Department to better leverage its buying power,
rationalize its supplier base, foster competitive procure-
ments, and ensure the best value for the taxpayers’ dollar.
The conferees are disappointed that the Department has
yet to take the steps needed to achieve full compliance
with the statutory requirements.”

The Statement of Managers noted that the Department had re-
cently developed a plan to comply with the statutory requirements.
Unfortunately, this plan has been sidetracked for a number of
months by DOD’s decision to submit the implementing procedures
for review by the Office of Management and Budget (OMB) and by
the refusal of OMB to address the matter as an expedited, “emer-
gency” requirement. As a result, more than 10 years after section
2330a was first enacted, DOD still lacks an effective database to
manage the $200.0 billion a year that it spends on contract serv-
ices.

The committee directs the Under Secretary of Defense for Acqui-
sition, Technology, and Logistics to report to the congressional de-
fense committees by no later than July 15, 2012, on the status of
the Department’s efforts to implement section 2330a and the
timeline for full implementation of the requirements of this provi-
sion.

Joint Urgent Operational Needs and Joint Emergent Oper-
ational Needs

Section 804(b) of the Ike Skelton National Defense Authorization
Act for Fiscal Year 2011 (Public Law 111-383) required the Sec-
retary of Defense to establish an expedited review process to deter-
mine whether capabilities proposed as urgent operational needs are
appropriate for fielding through rapid acquisition processes. The
provision requires that, subject to exceptions determined to be ap-
propriate by the Secretary, rapid fielding of capabilities in response
to urgent operational needs is appropriate only for capabilities
that: (A) can be fielded within 2 years; (B) do not require substan-
tial development effort; (C) are based on technologies that are prov-
en and available; and (D) can appropriately be acquired under fixed
price contracts. The Senate report accompanying S. 3454 (S. Rept.
111-201) of the National Defense Authorization Act for Fiscal Year
2011 on this provision explains:

“In some cases, it appears that the military services
have stretched the boundaries of rapid acquisition authori-
ties to undertake large and complex acquisition programs
that would be more suitable to the traditional acquisition
process. . . . In view of the high development risk associ-
ated with some of these programs and the fact that a num-
ber of them appear to be redundant or duplicative of exist-
ing programs, the committee concludes that the Depart-
ment needs stronger guidance on the proper application of
rapid acquisition processes.”

The Department of Defense has proposed legislation to repeal the
requirement that the rapid fielding process be limited to capabili-
ties that can appropriately be acquired under fixed price contracts.
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The proposed change is unnecessary because section 804(b) already
authorizes the Secretary of Defense to adopt such exceptions to the
requirement as he determines to be necessary. The change would
be unwise because capabilities that cannot appropriately be ac-
quired under fixed price contracts are likely to include significant
development risk that renders them unsuitable for rapid fielding.
The committee concludes that section 804(b) already provides the
Department with the flexibility to use other than fixed price con-
tracts, and that this flexibility should be used only in unusual and
compelling circumstances.

The committee also notes that Chairman of the Joint Chiefs of
Staff Instruction 3170.01H, issued January 10, 2012, and the Man-
ual for the Operation of the Joint Capabilities Integration and De-
velopment System, issued January 19, 2012, which implement the
requirements of section 804(b) with regard to Joint Urgent Oper-
ational Needs (JUON), also establish a new category of require-
ment, known as Joint Emergent Operational Needs (JEON). Under
the Instruction and the Manual, both JUONs and JEONs may be
acquired through rapid fielding processes. Unlike JUONs, however,
JEONSs are not limited to capabilities that can be fielded within 2
years, do not require extensive development, are based on proven
technologies, and can be appropriately acquired through fixed price
contracts.

The committee acknowledges that it is appropriate for the De-
partment of Defense to establish a “middle tier” of acquisition for
capabilities that are not suitable for rapid fielding, but need not be
subject to the full range of requirements applicable to major de-
fense acquisition programs. However, this “middle tier” must be
more than a process for avoiding the limitations established in sec-
tion 804(b) and the requirements of the Weapon Systems Acquisi-
tion Reform Act of 2009 (WSARA) (Public Law 111-23).

The fundamental premise of WSARA is that acquisition pro-
grams must be put on sound footing from the outset through sound
up-front analysis and cost-performance trade-offs; the establish-
ment of reasonable cost, schedule, and performance expectations;
an insistence on strong systems engineering; and the use of appro-
priately mature technologies. In the view of the committee the ini-
tiation of a significant acquisition program without such up-front
work is a formula for cost overruns, schedule delays, and perform-
ance deficiencies.

As presently structured, the JEON process requires a 1-day ini-
tial review, followed by a 30-day validation period. After that, the
Instruction and the Manual appear to make no distinction between
JUONs and JEONSs: both go through the same rapid acquisition
process, both are authorized to use the same expedited alternatives
to Analyses of Alternatives, both are permitted to proceed directly
to procurement “without the need to develop and validate any of
the other associated JCIDS [Joint Capabilities Integration Develop-
ment System] documents”; and both are assessed for long-term
operational utility only after they have been fielded.

The committee notes that while the JUON rapid acquisition proc-
ess has been established to provide an urgent capability for ongoing
contingency operations within 2 years that is unconstrained by the
relatively slow pace of the defense budget process, the Depart-
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ment’s guidance for the JEON process allows for the emerging ca-
pability to be fielded within up to 5 years in support of an antici-
pated contingency operation. The committee questions how the De-
partment will be able to firmly identify an anticipated contingency,
and how the Department will assess the urgency of the emerging
capability as a justification for using the JEON process as opposed
to the traditional budget and acquisition process.

The committee concludes that additional protections are needed
to ensure that the JEON process is not abused. Accordingly, the
committee directs the Under Secretary of Defense for Acquisition,
Technology, and Logistics, in coordination with the Vice Chairman
of the Joint Chiefs of Staff, to develop additional guidance for
JEONS, including:

e criteria for assessing the urgency of requirements (includ-
ing a determination of the likelihood of “an anticipated or
pending contingency operation”);

e standards for ensuring that technologies are sufficiently
mature to be suitable for rapid acquisition;

e procedures for ensuring the appropriate consideration of
alternative solutions; and

e processes for ensuring appropriate cost-performance trade-
offs, sound cost estimates, and robust testing and systems en-
gineering.

In the absence of well-developed protections along these lines,
the committee is likely to be skeptical of requests to fund JEONs
on an expedited basis.

Recommendations by Chairman of the Joint Chiefs of Staff
on the involvement by the service chiefs in the acquisi-
tion of major weapon systems

In April 2012, the Defense Business Board (DBB) recommended
that the chiefs of the military services should be more engaged and
accountable in the acquisition process. The DBB stated that just as
input by the Under Secretary of Defense for Acquisition, Tech-
nology, and Logistics “is critical in the requirements process in
order to ensure that affordability and technological capability are
considered,” service chief involvement “is critical in the acquisition
process in order to ensure that military needs are met.” For this
reason, the DBB indicated that “DOD needs to create a partnership
across budget, requirements, and acquisition leaders to create a
linked and streamlined” acquisition process.

The committee agrees that the engagement of the service chiefs
in the overall process by which DOD acquires major weapon sys-
tems is important to ensuring that the process is responsive to the
needs of the military. For example, the cost, schedule, and perform-
ance trade-offs required by the Weapon Systems Acquisition Re-
form Act of 2009 (WSARA) (Public Law 111-23) would be impos-
sible without continuous engagement between senior military lead-
ers and the acquisition community. Similarly, the Configuration
Steering Boards established in accordance with the requirements of
section 814 of the Duncan Hunter National Defense Authorization
Act for Fiscal Year 2009 (Public Law 110-417) to control costs and
requirements on major defense acquisition programs could not be
effective without the engagement of senior military leaders.
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For these reasons, section 2547 of title 10, United States Code,
enacted by section 861 of the Ike Skelton National Defense Author-
ization Act for Fiscal Year 2011 (Public Law 111-383), established
a permanent role for the chiefs of the armed forces in the acquisi-
tion process; section 908 of the National Defense Authorization Act
for 2008 (Public Law 110-181) required each of the military depart-
ments to appoint a three-star military deputy to the department’s
service acquisition executive; and section 105 of the WSARA re-
quired that the Joint Requirements Oversight Council seek and
consider input from the commanders of the combatant commands
in identifying joint military requirements.

Because of the continuing importance of this issue, the com-
mittee directs the Chairman of the Joint Chiefs of Staff to provide
to the Committees on Armed Services of the Senate and the House
of Representatives, no later than 180 days after enactment of this
Act, any recommendations he may have to ensure the full engage-
ment of the service chiefs in the acquisition of major weapon sys-
tems, consistent with the objectives stated in this provision.

Reverse auctions

The committee is aware that the military departments have in-
creasingly used online reverse auctions for the procurement of com-
modities and simple services. When used appropriately, this ap-
proach has been effective in lowering the cost of such commodities
and services by stimulating aggressive competition between ven-
dors. It has also proved beneficial to small businesses, which re-
ceive a large majority of the purchases.

The committee encourages the military departments to expand
their use of reverse auctions for appropriate types of commodities
and simple services, whenever doing so would be expected to result
in savings.

Strategic sourcing and spend analyses

For more than a decade, the committee has been urging the De-
partment of Defense (DOD) to do a better job of managing its con-
tracts for services. The Senate report accompanying S. 1438 (S.
Rept. 107-62) of the National Defense Authorization Act for Fiscal
Year 2002 stated:

“[TThe Department has never conducted a comprehensive
spending analysis of its services contracts and has made
little effort to leverage its buying power, improve the per-
formance of its services contractors, rationalize its supplier
base, or otherwise ensure that its dollars are well
spent. . . . The GAO has informed the committee that a
number of companies in the private sector have achieved
significant savings without any reduction in services by in-
stituting best practices such as centralizing key functions,
promoting strategic orientation, improving personnel skills
and capabilities, conducting spending analyses,
rationalizing supplier bases, and expanding the use of
cross-functional, commodity-based teams.”

In May 2003, DOD established a Department-wide Strategic
Sourcing Program in an effort to leverage the Department’s pur-
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chasing power and rationalize its spending for both services and
commodities. In 2005, the Office of Federal Procurement Policy fol-
lowed with a government-wide strategic sourcing initiative. Over
the last 5 years, the military departments have continued to per-
form spending analyses and develop strategic sourcing initiatives
for specific service and commodity portfolios with positive results.

Nonetheless, more remains to be done. In January 2011, a task
force of the Defense Science Board found that DOD could save bil-
lions of dollars if it incorporates “more robust strategic sourcing
best practices” into its operations and business models. Similarly,
in March 2011, the Government Accountability Office reported that
the Federal Government could save billions of dollars by applying
strategic sourcing best practices on a broader basis. The committee
believes that there are additional commodity areas in which DOD
could achieve significant savings by rationalizing its supplier base
and better leveraging its buying power. The committee urges the
Department to take advantage of these opportunities.

Treatment of procurements on behalf of the Department of
Defense in accordance with the interagency agreement
between the Department of Defense and the Department
of Energy

The Department of Energy (DOE) has expressed the view that
section 801 of the National Defense Authorization Act for Fiscal
Year 2008 (Public Law 110-181) requires DOE to comply with “de-
fense procurement requirements” and that this requirement “has
the potential to hinder critical national security activities sup-
ported by the DOE.” For this reason, DOE has requested an ex-
emption from section 801.

DOE’s interpretation of section 801 is incorrect. Section 801, as
amended by section 817 of the National Defense Authorization Act
for Fiscal Year 2012 (Public Law 112-81), requires DOE and other
federal agencies that make purchases on behalf of the Department
of Defense (DOD) to comply with: (1) the Federal Acquisition Regu-
lation (FAR); and (2) laws and regulations that apply to DOD pro-
curements through other federal agencies. The committee notes
that in September 2010, DOD and DOE entered a Memorandum of
Agreement (2010 MOA) establishing the regulatory framework for
DOD work undertaken under the DOE “Work for Others” (WFO)
program. These requirements were further elaborated in a Sep-
tember 2011 Memorandum issued by the Director of Defense Pro-
curement Policy (2011 Memorandum).

For this reason, DOD procurements through the WFO program
that are conducted in accordance with the FAR, the 2010 MOA,
and the 2011 Memorandum are also in compliance with the re-
quirements of section 801, as amended. The committee concludes
that DOD and DOE can and should comply with the requirements
of section 801, and that no waiver or exemption should be nec-
essary for this purpose. The committee expects the Inspectors Gen-
eral of DOD and DOE to continue to audit DOD procurements
through DOE for compliance with the requirements of the FAR, the
2010 MOA, and the 2011 Memorandum, as required by section 801.



TITLE IX—DEPARTMENT OF DEFENSE
ORGANIZATION AND MANAGEMENT

Subtitle A—Department of Defense Management

Definition and report on terms “preparation of the environ-
ment” and “operational preparation of the environment”
for joint doctrine purposes (sec. 901)

The committee recommends a provision that would require the
Department of Defense to formally define the terms “preparation of
the environment (PE)” and “operational preparation of the environ-
ment (OPE)” for the purposes of Joint Doctrine and provide the
Committees on Armed Services of the Senate and House of Rep-
resentatives a report, including: the definitions of PE and OPE, ex-
amples of PE and OPE activities highlighting application of the
concepts and drawing distinctions between the two types of activi-
ties, and an assessment of the respective roles of special operations
and general purpose forces in conducting PE and OPE activities.

The committee is concerned that, despite their frequent use, the
terms PE and OPE are not accurately or clearly understood, and
are often used interchangeably to describe various activities by spe-
cial operations and general purpose forces.

The term PE is currently defined in Joint Doctrine (Joint Publi-
cation 1-02) as “an umbrella term for operations and activities con-
ducted by selectively trained special operations forces to develop an
environment for potential future special operations.” The com-
mittee notes that this definition is inadequate and misleading be-
cause, in practice, PE activities are not restricted to special oper-
ations forces or operations and are carried out by and in support
of general purpose forces.

The committee also notes that the term OPE is not currently de-
fined in Joint Doctrine, despite the term appearing in various de-
partment publications, directives, and orders. The committee be-
lieves the inadequate definition of these terms has resulted in con-
fusion within the military, friction in the interagency coordination
process, and reduced congressional oversight.

Expansion of duties and responsibilities of the Nuclear
Weapons Council (sec. 902)

The committee recommends a provision that would amend the
statute authorizing the Nuclear Weapons Council (10 U.S.C. 179)
to require that concurrent with the President’s budget submission,
that the Council certify in writing that the budget for the National
Nuclear Security Administration (NNSA) meets both the nuclear
stockpile and the stockpile stewardship requirements. Dissenting
opinions shall be provided with the written certification.

(159)
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The provision also requires the Council to notify the congres-
sional defense committees on the impacts of any authorization or
appropriation bill adopted by either the Senate or the House of
Representatives that in the view of the Council fails to adequately
fund the nuclear stockpile and nuclear stockpile stewardship re-
quirements.

Subtitle B—Space Activities

Operationally Responsive Space Program Office (sec. 911)

The committee recommends a provision that would amend sec-
tion 2273a of title 10, United States Code, authorizing the Oper-
ationally Responsive Space (ORS) program. This provision would
require the ORS Program Office to report to the Air Force’s Direc-
tor of Space and Missile Systems Center and that the Office be geo-
graphically separate from the Headquarters of the Center, similar
to what General Schriever required for the Space Test Program in
1965. The provision gives acquisition authority to the Program Ele-
ment Office for Space. The provision would require an Executive
Committee made up of the Commander of the Air Force Space
Command, the Under Secretary of Defense for Acquisition, Tech-
nology, and Logistics, the Commander of U.S. Strategic Command,
and the Executive Agent for Space, which would chair the board.
The committee directs, no later than 60 days after enactment of
this Act, a copy of the terms of reference of the Executive Com-
mittee. The committee grants authority to transfer up to $60.0 mil-
lion from the Weather Follow On Satellite Program, to the extent
provided in appropriations acts to other higher priority programs,
including having the ORS Office produce a low cost follow on sat-
ellite. If funding is transferred for a low cost weather satellite, the
committee directs the Secretary of the Air Force to report to Con-
gress no later than December 31, 2012, on the total cost and launch
date for the satellite. The committee expects a similar ORS-1 type
payload, low cost, technologically simple, and launched within 3
years.

For fiscal year 2013, the Department of Defense proposed to
eliminate the ORS Program Office. The Department proposes to
transition the Program’s success and knowledge into the other sat-
ellite acquisition programs. The committee finds the Department’s
rationale, to cancel a program because it is successful—curious.
The committee rejects the proposed termination. The purpose of the
Office is to lower the cost and time to launch tactically responsive
satellites. Such satellites do not need perfection, they need to be re-
sponsive, the satellite ORS—1 met the challenge. It is an imaging
satellite designed, built, and launched on the order of $225.0 mil-
lion in less than 32 months. The satellite is tasked directly by U.S.
Central Command (CENTCOM), which the committee understands
is pleased with the satellite’s performance.

U.S. Pacific Command (PACOM) on February 28, 2012, re-
sponded to a question from the Senate Committee on Armed Serv-
ices regarding the wutility of ORS-1 and said: “Based on
CENTCOM’s success with that system, we’ve had recent discus-
sions with the Operational Responsive Space Program on devel-
oping an ORS-1 system for PACOM as well. These systems will be
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particularly useful in enhancing PACOM’s ability to collect in de-
nied areas that we cannot reach with airborne systems.” In re-
sponse to another question about the ORS ability to field this class
of satellites to increase the resiliency and responsiveness of
PACOM’s space capabilities, PACOM’s response was: “The future
potential for rapid reconstitution of overhead systems in the face
of adversary counter-space capabilities is very important to increas-
ing the resiliency and responsiveness of PACOM’s space capabili-
ties. PACOM is a strong proponent of ORS-class satellites.”

When the venture capital community is investigating launching
modified cell phones into space for a reconfigurable, low cost com-
munications constellation, there is much to be learned from the
ORS Program and much more that it can impart into the Depart-
ment of Defense to lower the cost, where practicable, of access to
space.

Commercial space launch cooperation (sec. 912)

The committee recommends a provision that would provide for a
private entity using DOD launch ranges and facilities to contribute
to their maintenance.

Reports on integration of acquisition and capability deliv-
ery schedules for components for major satellite acquisi-
tion programs and funding for such programs (sec. 913)

The committee recommends a provision that would require the
Under Secretary of Defense for Acquisition, Technology, and Logis-
tics to track concurrently the development of both the satellite and
ground systems and to report to Congress corrective measures that
will be taken when the satellite and ground systems are more than
1 year apart in synchronization.

The committee has found that the Department of Defense is
bringing a number of large satellite systems into operation without
having the ground systems to use it. Examples of systems in this
category are the Advanced Extremely High Frequency Satellite, the
Space Based Infrared System, the Mobile User Objective System,
and the GPS III. Department of Defense representation in dispute
resolution regarding surrender of Department of Defense bands of
electromagnetic frequencies (sec. 914)

The committee recommends a provision that would amend sec-
tion 1062(b)(1) of the National Defense Authorization Act for Fiscal
Year 2000 (Public Law 106-65, 47 U.S.C. 921 note) to require that
the Department of Defense be adequately represented to convey its
views.

Subtitle C—Intelligence-Related and Cyber Matters

Authority to provide geospatial intelligence support to secu-
rity alliances and international and regional organiza-
tions (sec. 921)

The committee recommends a provision that would extend the
authority of the National Geospatial Intelligence Agency to provide
imagery intelligence and geospatial information support to security
alliances and international organizations of which the United
States is a member, and to regional organizations with defense or
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security components. This provision was requested by the adminis-
tration.

Army Distributed Common Ground System (sec. 922)

The committee recommends a provision that would direct the
Secretary of the Army to assign oversight of the DCGS-Army cloud
acquisition effort to the Army’s Chief Information Officer (CIO)/G—
6. The provision would require the CIO to conduct an audit of the
program and provide an assessment and recommendations to the
Secretary of the Army and Chief of Staff of the Army by December
1, 2012.

In mid-2010, the Deputy Chief of Staff for Intelligence for U.S.
Forces-Afghanistan (USFOR-A), signed a Joint Urgent Operational
Needs Statement (JUONS) requesting the rapid fielding to all eche-
lons in Afghanistan of a commercially available analyst toolkit,
which he had evaluated, that he believed would dramatically im-
prove intelligence analysis in theater.

The Army at the time was accelerating the development, with
the National Security Agency, of a cloud-computing system for the
Distributed Common Ground System (DCGS) that the Army G-2
believed would transform intelligence analysis capabilities. Up to
this point, the Army had been seriously considering integrating the
commercial toolset requested in the USFOR-A JUONS with the
DCGS cloud system. The thought was that, while the Army cloud
was rapidly maturing the ability to ingest, correlate, store, and dis-
tribute vast amounts of disparate data, the effort to produce new
types of analyst tools for data query, manipulation, and display
was lagging. Commercial analyst tools, in contrast, provided rich
analyst support, but were perceived to lack the large-scale data
handling ability of cloud architectures.

Ultimately, however, the Army decided not to support the
USFOR-A JUONS by acquiring the requested commercial toolset,
despite its ability to complement the Army cloud program. Instead,
the Army asserted that its own analyst tool development program
would be ready as fast as the proposed commercial product deploy-
ment, and would provide equal capabilities. This decision generated
much controversy within the Department of Defense, and concern
in Congress, but the Army was given the opportunity to prove that
it could deliver the promised capabilities. In the 2 years that have
ensued, the Army periodically re-examined the option of inte-
grating multiple commercial front-end analyst tools (such as Ana-
lyst Notebook, Palantir, Centrifuge, Semantica, etc.) into its cloud
architecture, but has always elected to stick with its internal devel-
opment.

Meanwhile, the Marine Corps and even some Army units in Af-
ghanistan proceeded to deploy commercial products. Overall, the
feedback from these units and an independent assessment by the
Deputy Secretary of Defense-chartered National Assessment Group
has been very positive on these commercial products. Unfortu-
nately, the Army cloud’s analyst support appears to continue to lag
behind promised performance. In testimony to Congress in late
2011, the Army indicated that only 115 analysts in Afghanistan are
using the Army’s DCGS cloud analyst tools, despite years of devel-
opment and considerable expense.
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The committee lacks confidence that the three groups trying to
jointly manage the Army’s DCGS modernization—the G-2’s office,
the Intelligence and Security Command, and the Intelligence and
Information Warfare Directorate of the Communications-Elec-
tronics Research and Development Center—are going to deliver a
fully capable, end-to-end system to support the warfighter on an
acceptable schedule and cost.

Rationalization of cyber networks and cyber personnel of
the Department of Defense (sec. 923)

The committee recommends a provision that would require net-
work consolidation and re-design to free up personnel to achieve an
appropriate balance between U.S. Cyber Command’s mission capa-
bilities. In the event that the rate at which personnel freed up from
network consolidation is insufficient, or if the personnel available
are not able to meet the requirements for supporting Cyber Com-
mand’s offensive missions, the provision would require the Sec-
retary of Defense to take appropriate action to provide qualified
personnel in the required timeframe.

General Alexander, the Commander of U.S. Cyber Command, in
speeches, testimony to the committee, and within the Department
of Defense (DOD) has declared that DOD networks are not defen-
sible due to the proliferation of sub-networks, each with its own se-
curity barriers, which prevents visibility and control by com-
manders. Although the committee cannot substantiate the claim
that there are “15,000” such sub-networks, there is no dispute that
there are far too many such enclaves with features that today
hinder rather than promote information security.

General Alexander’s testimony also confirmed that the personnel
assigned to Cyber Command and its components are overwhelm-
ingly allocated to network management and defense. A small per-
centage of the workforce attends to the Command’s offensive mis-
sions and responsibilities. General Alexander confirmed that this
ratio reflects an imbalance in capabilities and must be rectified.

General Alexander and others in DOD agree that both issues
could be at least partially rectified by dramatically reducing the
number of separate network enclaves in the Department, which
should yield significant manpower savings, and re-train and re-as-
sign that manpower to supporting offensive missions.

In the past, DOD sought to secure information and regulate ac-
cess to information by controlling access to the network itself. DOD
rules encouraged or even required organizations to erect access and
security barriers as a condition for connecting to the backbone net-
work. The result is a proliferation of “virtual private networks”
with firewalls and intrusion detection systems, and administrators
and analysts to manage and protect them. Desktops and servers
behind those barriers are hidden from view and from management.
In addition to hampering the work of Cyber Command, this net-
work balkanization makes it hard to share information, to collabo-
rate, and to access common enterprise services.

Network rationalization and the use of identity- and attribute-
based access controls should enable improved performance, better
security, and more efficient use of personnel.
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Next-generation host-based cyber security system for the
Department of Defense (sec. 924)

The committee recommends a provision that would require the
Department of Defense (DOD) Chief Information Officer and the
Under Secretary of Defense for Acquisition, Technology, and Logis-
tics to develop a strategy to acquire next-generation host-based cy-
bersecurity tools and capabilities, and provide that strategy to Con-
gress in conjunction with the budget request for fiscal year 2015.

The DOD is now completing deployment of the Host Based Secu-
rity System (HBSS) that provides cybersecurity capabilities for mil-
lions of endpoint or host computing devices across the Department.
This deployment took a long time, cost significantly more than ex-
pel;:ted, and proved to be a complicated and very difficult under-
taking.

This experience has instilled a “never again” attitude among
DOD’s cybersecurity leadership regarding enterprise-scale endpoint
security solutions. Instead, DOD appears to be hoping that net-
work-level security enhancements will not only overcome the weak-
nesses in the current HBSS, but enable the Department to meet fu-
ture cybersecurity threats. The Commander of U.S. Cyber Com-
mand has also publicly characterized endpoint security for today’s
“thick-client” desktop, laptop, and mobile device computers as an
exercise in futility on the grounds that it is impossible to coher-
ently manage, monitor, and update millions of such devices distrib-
uted across the globe. In addition, the Commander of U.S. Cyber
Command points out that the Command currently does not even
have visibility or the ability to directly control those endpoints be-
cause (as noted elsewhere in this report) they are typically “hid-
den” behind enclave firewalls and other security devices. The Com-
mander argues publicly that “endpoint security” will be viable only
in a cloud environment where endpoint computing is virtualized
and provisioning and control are centralized and fully automated.

The HBSS system itself is fundamentally based on anti-virus
technology, which works only when the signature of an attack is al-
ready known. This requires that HBSS-protected computers store
a large and ever-growing file of malware signatures. The commu-
nications load necessary to keep HBSS up-to-date in the field in
some circumstances forces commanders with low communications
capacity to choose between operating HBSS and performing their
tactical missions, which results in HBSS being turned off.

The committee is concerned that these views are short-sighted
from multiple perspectives. Constant, rapid malware morphing is a
reality, and the growing use of encryption (for example, the Hyper-
text Transfer Protocol Secure), suggest that endpoint security solu-
tions will remain essential. Further, industry is now rapidly devel-
oping and marketing endpoint security solutions that do not rely
on signatures and potentially could vastly reduce the “overhead”
associated with HBSS. Some of these technologies enable “dis-
covery” of previously unseen cyber threats at the endpoint, which
could transform host computers into a much improved sensor grid
for the enterprise.

Moreover, as noted elsewhere in this report, DOD must soon ra-
tionalize its networks to reduce the number of segmented enclaves,
which should extend visibility and easier provisioning and control
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to endpoints. Finally, although the Commander of U.S. Cyber Com-
mand is promoting a fast transition to a cloud-hosting environ-
ment, it may take a long time to replace millions and millions of
desktops, laptops, mobile devices, and other distributed computers
with thin-client devices served exclusively from the cloud.

This provision would require the strategy to address the limita-
tions of the current HBSS system, and to include exploitation of
emerging technologies for behavior-based threat detection, insider
threat detection, data loss prevention, dynamic encryption of data-
at-rest, remediation following infections, and continuous monitoring
and configuration management. The provision encourages building
on the integration framework featured in HBSS to enable “plug-
and-play” of tools into an open architecture. This capability would
permit constant insertion of new, competitively developed tools, as
well as tailored or non-standard deployments.

Improvements of security, quality, and competition in com-
puter software procured by the Department of Defense
(sec. 925)

The committee recommends a provision that would mandate
multiple actions to improve the security and quality of computer
software code, and enhance the ability of the Department of De-
fense to compete software maintenance and upgrades.

The Department of Defense (DOD) suffers from constant cyber
attacks. A significant route for intruders is through vulnerabilities
in the software that DOD paid contractors to develop, which often
includes integration of custom software code with commercial soft-
ware packages.

Cybersecurity in important respects begins with secure software.
DOD’s software is riddled with common and easily preventable
vulnerabilities. DOD spends enormous resources then trying to pro-
tect that code from being exploited, discovering when it is com-
promised, and dealing with the consequences of infections. If the
code was written properly in the first place, defending DOD infor-
mation systems would be much easier.

DOD needs to insist that the code it pays for be secure, and to
implement concrete methods and means to achieve that objective.
One method for improving code security is to use automated test
tools to identify vulnerabilities and to remediate them in develop-
ment. Most current software code vulnerability testing tools work
only on source code. To ensure maximum access to source code for
quality and security analysis, DOD needs to exercise its legal
rights to technical data.

The government has other strong interests in exercising these
data rights, including software re-use and competition for system
maintenance, upgrade, and capability insertion. DOD has dem-
onstrated dramatic savings by forcing open complex software-based
systems to competition. But achieving success is difficult, and soft-
ware re-use historically has not been very successful. The com-
mittee believes that modern approaches to software repositories,
open architecture design, advanced tools for analyzing and under-
standing software code, improved software development standards
and processes, and collaborative software development environ-
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ments have the potential to significantly improve cybersecurity and
increase competition.

This provision would require the Under Secretary of Defense for
Acquisition, Technology, and Logistics (USD(AT&L)), in coordina-
tion with the Chief Information Officer (CIO) to sponsor a major
update and improvement to capability maturity models for develop-
ment and acquisition. The goal of this effort would be to sharpen
the best practices for software development and to provide signifi-
cantly better means to measure whether organizations are actually
implementing the processes and practices at the level expected for
the maturity level at which they have been assessed.

The provision also would require USD(AT&L) and the CIO to so-
lidify requirements for secure software development practices and
standards. Chief among these is the need to require, rather than
just “highly recommend,” the use of static software analysis tools
in the development process, and in evaluating the code in develop-
ment and operational tests. These tools are widely available com-
mercially, but are rarely used even though they have proven capa-
bilities to detect a large percentage of the most commonly exploited
vulnerabilities. It is true that these tools generate a large number
of false positives in order to achieve the lowest possible rate of false
negatives. But high false positive rates are not a significant prob-
lem in the development stage, when the developer can build and
test incrementally. U.S. Transportation Command and the Military
Healtil Service already have successful experience with this ap-
proach.

The Defense Information Systems Agency’s (DISA’s) Security
Technical Implementation Guide (STIG) requires the use of coding
standards, but not specifically including secure coding standards,
and the references listed in the STIG are best characterized as
style guides rather than coding standards. This provision would re-
quire that the STIG be modified accordingly, and that appropriate
guidance be developed for requiring the use of secure software cod-
ing plans in statements of work.

This provision would require the USD(AT&L) and the CIO to de-
velop appropriate guidance for program managers to require evi-
dence that software developers are actually conforming to secure
coding standards, best-practice development models, and vulner-
ability testing requirements, and, in so doing, make appropriate
use of software code assessment centers that already exist or could
be created in government organizations, federally funded research
and development centers (FFRDC), and contractor facilities.

This provision would require investigation of additional means to
incentivize the development of secure, high-quality software
through the imposition of liabilities, warranties, and liability pro-
tections. The committee is aware of commercial software companies
that are now offering defect-free warranties for software code bases
up to 600,000 lines of code. The professional judgment of the Soft-
ware Engineering Institute, a FFRDC funded by DOD, is that writ-
ing high-quality, secure code should not cost any more than the
vulnerable code the government is buying today. It simply requires
competence and diligence.

Finally, the provision would require DOD to designate software
repositories and collaborative software development environments,



167

such as those existing today in DISA’s Forge.mil and at U.S. Trans-
portation Command. The objective is to expand the use of such fa-
cilities to store code that the government owns or to which it has
use rights; to enable program offices to use common development
infrastructure instead of buying new equipment for every new pro-
gram; to foster collaboration and the use of proven software devel-
opment practices; and to enable program managers and prospective
bidders to discover code for re-use, to assess its quality and secu-
rity, or to research code characteristics and functionality to com-
pete on upgrades, capability insertions, and maintenance.

The committee considers it critically important for DOD to pro-
vide these repositories’ users with access to advanced software re-
verse engineering and analysis tools and to static and dynamic vul-
nerability testing capabilities that work both on source code and
code binaries. As noted previously, there are many capable com-
mercial tools available for source code analysis. Industry is working
on binary code analysis tools, but these are not yet mature or com-
prehensive in functionality. NSA has devoted much effort to soft-
ware reverse engineering capabilities to support its signals intel-
ligence mission that run the gamut from source code to machine
code, and from functionality analysis to vulnerability detection. De-
pending on maturity, scalability, and ease of use, these National
Security Agency (NSA) tools could be extremely useful to the DOD
acquisition community to improve not only software security, but
also software re-use and competition by enabling program man-
agers and prospective bidders to better understand code.

The committee directs the USD(AT&L), the CIO, and the Direc-
tor of NSA to carefully assess the tools that NSA has and is devel-
oping and determine what could be utilized in the DOD acquisition
system. The Intelligence Advanced Research Projects Agency is
also developing advanced machine code analysis capabilities that
DOD should carefully track.

The importance of better automated code analysis to the cyber
mission is clear. The Clinton administration’s Critical Infrastruc-
ture Protection Plan called for the development of advanced tools
for code vulnerability analysis. In 2003, the NSA Information As-
surance Director testified before the Subcommittee on Cybersecu-
rity, Science, and Research and Development of the Select Com-
mittee on Homeland Security of the House of Representatives that
“a significant cybersecurity improvement over the next decade will
be found in enhancing our ability to find and eliminate malicious
code in large software applications . . . There is little coordinated
effort today to develop tools and techniques to examine effectively
either source or executable software. I believe that this problem is
significant enough to warrant a considerable effort.”

Yet DOD has never invested in tool development. The committee
directs the USD(AT&L) to evaluate the state of the art in commer-
cial and government tools for automated software code analysis and
reverse engineering, and determine whether DOD should initiate a
focused tool development program. The committee requests a brief-
ing on this evaluation at the time of the submission of the budget
request for fiscal year 2014.
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Competition in connection with Department of Defense data
link systems (sec. 926)

The committee recommends a provision that would require the
Under Secretary of Defense for Acquisition, Technology, and Logis-
tics (USD)(AT&L)):

(1) To develop an inventory of all data links in use and in
development in the Department of Defense;

(2) To conduct a business case analysis of each data link pro-
gram and make a determination whether there is adequate
competition in development, maintenance, upgrade, and new
procurement, and if not, whether the program should be
opened up to competition;

(8) For each data link program that is identified for in-
creased competition, to develop a plan that addresses how any
policy, legal, programmatic, or technical barriers to competition
will be overcome; and

(4) For each program where competition is determined to be
inadvisable, to prepare a justification for that conclusion.

The committee expects the Under Secretary to develop a working
definition of the term “data link systems”, consistent with existing
understanding, for the purpose of identifying systems to be in-
cluded in the inventory required by this provision.

In conducting the business case analyses, this provision would
require the USD(AT&L) to solicit the views of industry on the mer-
its and feasibility of opening up programs to competition. This pro-
vision would require the USD(AT&L) to provide a report to Con-
gress in conjunction with the submission of the fiscal year 2015
budget request. Finally, the provision would require the Comp-
troller General to provide an assessment of the report to Congress.

Integration of critical signals intelligence capabilities (sec.
927)

The committee recommends a provision that would require the
Director of the Intelligence, Surveillance, and Reconnaissance (ISR)
Task Force to develop a plan to integrate multiple technical signals
intelligence (SIGINT) capabilities together to satisfy requirements
to detect, identify, track, and precisely locate communications
equipment from airborne platforms. Multiple program offices in
multiple organizations are working on this problem, and each of
them has developed technology with separate industry partners
that solve a piece—but only a piece—of the overall problem.

One of the programs provides full identification 