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HRept 108-283 Report Language of Possible SEA-PEO Interest/Impact

1. BILL PORTION
TITLE II

OPERATION AND MAINTENANCE, NAVY (p4)
For expenses, not otherwise provided for, necessary for the operation and maintenance of the Navy and the Marine Corps, as authorized by law; and not to exceed $4,463,000 can be used for emergencies and extraordinary expenses, to be expended on the approval or authority of the Secretary of the Navy, and payments may be made on his certificate of necessity for confidential military purposes, $28,146,658,000.

OPERATION AND MAINTENANCE, NAVY RESERVE (p5)
For expenses, not otherwise provided for, necessary for the operation and maintenance, including training, organization, and administration, of the Navy Reserve; repair of facilities and equipment; hire of passenger motor vehicles; travel and transportation; care of the dead; recruiting; procurement of services, supplies, and equipment; and communications, $1,172,921,000.
TITLE III

WEAPONS PROCUREMENT, NAVY (p11)
For construction, procurement, production, modification, and modernization of missiles, torpedoes, other weapons, and related support equipment including spare parts, and accessories therefor; expansion of public and private plants, including the land necessary therefor, and such lands and interests therein, may be acquired, and construction prosecuted thereon prior to approval of title; and procurement and installation of equipment, appliances, and machine tools in public and private plants; reserve plant and Government and contractor-owned equipment layaway, $2,095,784,000, to remain available for obligation until September 30, 2006.
PROCUREMENT OF AMMUNITION, NAVY AND MARINE CORPS
For construction, procurement, production, and modification of ammunition, and accessories therefor; specialized equipment and training devices; expansion of public and private plants, including ammunition facilities authorized by section 2854 of title 10, United States Code, and the land necessary therefor, for the foregoing purposes, and such lands and interests therein, may be acquired, and construction prosecuted thereon prior to approval of title; and procurement and installation of equipment, appliances, and machine tools in public and private plants; reserve plant and Government and contractor-owned equipment layaway; and other expenses necessary for the foregoing purposes, $934,905,000, to remain available for obligation until September 30, 2006.
SHIPBUILDING AND CONVERSION, NAVY (p11)
For expenses necessary for the construction, acquisition, or conversion of vessels as authorized by law, including armor and armament thereof, plant equipment, appliances, and machine tools and installation thereof in public and private plants; reserve plant and Government and contractor-owned equipment layaway; procurement of critical, long leadtime components and designs for vessels to be constructed or converted in the future; and expansion of public and private plants, including land necessary therefor, and such lands and interests therein, may be acquired, and construction prosecuted thereon prior to approval of title, as follows:
Carrier Replacement Program (AP), $1,186,564,000;
NSSN, $1,511,935,000;
NSSN (AP), $827,172,000;
SSGN, $930,700,000;
SSGN (AP), $236,600,000;
CVN Refuelings (AP), $232,832,000;
SSN Submarine Refuelings, $450,000,000;
SSN Submarine Refuelings (AP), $10,351,000;
SSBN Submarine Refuelings (AP), $105,800,000;
DDG-51 Destroyer, $3,218,311,000;
LPD-17, $1,192,034,000;
LPD-17 (AP), $135,000,000;
LHD-8, $355,006,000;
LCAC Landing Craft Air Cushion, $73,087,000;
Mine Hunter SWATH, $4,500,000;
Prior year shipbuilding costs, $635,502,000;
Service Craft, $23,480,000; and
For outfitting, post delivery, conversions, and first destination transportation, $338,749,000.
In all: $11,467,623,000, to remain available for obligation until September 30, 2008: Provided, That additional obligations may be incurred after September 30, 2008, for engineering services, tests, evaluations, and other such budgeted work that must be performed in the final stage of ship construction: Provided further, That none of the funds provided under this heading for the construction or conversion of any naval vessel to be constructed in shipyards in the United States shall be expended in foreign facilities for the construction of major components of such vessel: Provided further, That none of the funds provided under this heading shall be used for the construction of any naval vessel in foreign shipyards.
OTHER PROCUREMENT, NAVY (p12)
For procurement, production, and modernization of support equipment and materials not otherwise provided for, Navy ordnance (except ordnance for new aircraft, new ships, and ships authorized for conversion); the purchase of passenger motor vehicles for replacement only, and the purchase of 7 vehicles required for physical security of personnel, notwithstanding price limitations applicable to passenger vehicles but not to exceed $200,000 per vehicle; expansion of public and private plants, including the land necessary therefor, and such lands and interests therein, may be acquired, and construction prosecuted thereon prior to approval of title; and procurement and installation of equipment, appliances, and machine tools in public and private plants; reserve plant and Government and contractor-owned equipment layaway, $4,941,098,000, to remain available for obligation until September 30, 2006.

TITLE IV

RESEARCH, DEVELOPMENT, TEST AND EVALUATION, NAVY (p14)
For expenses necessary for basic and applied scientific research, development, test and evaluation, including maintenance, rehabilitation, lease, and operation of facilities and equipment, $15,146,383,000, to remain available for obligation until September 30, 2005: Provided, That funds appropriated in this paragraph which are available for the V-22 may be used to meet unique operational requirements of the Special Operations Forces: Provided further, That funds appropriated in this paragraph shall be available for the Cobra Judy program.

2. GENERAL PROVISIONS (pp 18-58)

SEC. 8008. None of the funds provided in this Act shall be available to initiate: (1) a multiyear contract that employs economic order quantity procurement in excess of $20,000,000 in any 1 year of the contract or that includes an unfunded contingent liability in excess of $20,000,000; or (2) a contract for advance procurement leading to a multiyear contract that employs economic order quantity procurement in excess of $20,000,000 in any 1 year, unless the congressional defense committees have been notified at least 30 days in advance of the proposed contract award: Provided, That no part of any appropriation contained in this Act shall be available to initiate a multiyear contract for which the economic order quantity advance procurement is not funded at least to the limits of the Government's liability: Provided further, That no part of any appropriation contained in this Act shall be available to initiate multiyear procurement contracts for any systems or component thereof if the value of the multiyear contract would exceed $500,000,000 unless specifically provided in this Act: Provided further, That no multiyear procurement contract can be terminated without 10-day prior notification to the congressional defense committees: Provided further, That the execution of multiyear authority shall require the use of a present value analysis to determine lowest cost compared to an annual procurement.
Funds appropriated in title III of this Act may be used for multiyear procurement contracts as follows:
F/A-18 aircraft;
E-2C aircraft;
Tactical Tomahawk missile; and
Virginia Class submarine:
Provided, That the Secretary of the Navy may not enter into a multiyear contract for the procurement of more than one Virginia Class submarine per year.

SEC. 8014. (a) LIMITATION ON CONVERSION TO CONTRACTOR PERFORMANCE- None of the funds appropriated by this Act shall be available to convert to contractor performance an activity or function of the Department of Defense that, on or after the date of the enactment of this Act, is performed by more than 10 Department of Defense civilian employees unless--
(1) the conversion is based on the result of a public-private competition that includes a most efficient and cost effective organization plan developed by such activity or function; and
(2) the Competitive Sourcing Official determines that, over all performance periods stated in the solicitation of offers for performance of the activity or function, the cost of performance of the activity or function by a contractor would be less costly to the Department of Defense by an amount that equals or exceeds the lesser of--
(A) 10 percent of the most efficient organization's personnel-related costs for performance of that activity or function by Federal employees; or
(B) $10,000,000.
(b) EXCEPTIONS- (1) This section and subsections (a), (b), and (c) of section 2461 of title 10, United States Code, shall not apply to a commercial or industrial type function of the Department of Defense that--
(A) is included on the procurement list established pursuant to section 2 of the Javits-Wagner-O'Day Act (41 U.S.C. 47);
(B) is planned to be converted to performance by a qualified nonprofit agency for the blind or by a qualified nonprofit agency for other severely handicapped individuals in accordance with that Act; or
(C) is planned to be converted to performance by a qualified firm under at least 51 percent ownership by an Indian tribe, as defined in section 4(e) of the Indian Self-Determination and Education Assistance Act (25 U.S.C. 450b(e)), or a Native Hawaiian Organization, as defined in section 8(a)(15) of the Small Business Act (15 U.S.C. 637(a)(15)).
(2) This section shall not apply to depot contracts or contracts for depot maintenance as provided in sections 2469 and 2474 of title 10, United States Code.
(c) TREATMENT OF CONVERSION- The conversion of any activity or function of the Department of Defense under the authority provided by this section shall be credited toward any competitive or outsourcing goal, target, or measurement that may be established by statute, regulation, or policy and is deemed to be awarded under the authority of, and in compliance with, subsection (h) of section 2304 of title 10, United States Code, for the competition or outsourcing of commercial activities.
(RESCISSIONS)
SEC. 8049. Of the funds appropriated in Department of Defense Appropriations Acts, the following funds are hereby rescinded from the following accounts and programs in the specified amounts:
`Shipbuilding and Conversion, Navy, 2001/2005', $3,835,000;
`Shipbuilding and Conversion, Navy, 2002/2006', $9,336,000;
`Aircraft Procurement, Army, 2003/2005', $47,100,000;
`Weapons and Tracked Combat Vehicles, Army, 2003/2005', $30,000,000;
`Procurement of Ammunition, Army, 2003/2005', $36,000,000;
`Other Procurement, Army, 2003/2005', $8,000,000;
`Other Procurement, Air Force, 2003/2005', $10,000,000;
`Procurement, Defense-Wide, 2003/2005', $48,000,000;
`Research, Development, Test and Evaluation, Army, 2003/2004', $2,989,000;
`Research, Development, Test and Evaluation, Defense-Wide, 2003/2004', $25,000,000; and
`National Defense Sealift Fund', $105,300,000.
SEC. 8094. Amounts appropriated in titles II and IV are hereby reduced by $504,500,000 to reflect savings attributable to improvements in the management of professional support services, surveys and analysis, and contracted engineering and technical support, and to limit excessive growth in the procurement of advisory and assistance services, to be distributed as follows:
(1) From `Operation and Maintenance, Army', $48,500,000;
(2) From `Operation and Maintenance, Navy', $84,400,000;
(3) From `Operation and Maintenance, Marine Corps', $4,300,000;
(4) From `Operation and Maintenance, Air Force', $196,300,000;
(5) From `Operation and Maintenance, Defense-Wide', $91,000,000;
(6) From `Research, Development, Test and Evaluation, Navy', $40,000,000; and
(7) From `Research, Development, Test and Evaluation, Defense-Wide', $40,000,000:
Provided, That these reductions shall be applied proportionally to each budget activity, activity group and subactivity group and each program, project and activity within each appropriations account.
(INCLUDING TRANSFER OF FUNDS)

SEC. 8097. Of the amounts appropriated in this Act under the heading `Shipbuilding and Conversion, Navy', $635,502,000 shall be available until September 30, 2004, to fund prior year shipbuilding cost increases: Provided, That upon enactment of this Act, the Secretary of the Navy shall transfer such funds to the following appropriations in the amounts specified: Provided further, That the amounts transferred shall be merged with and be available for the same purposes as the appropriations to which transferred:
To:
Under the heading, `Shipbuilding and Conversion, Navy, 1996/04':
LPD-17 Amphibious Transport Dock Ship Program, $95,300,000.
Under the heading, `Shipbuilding and Conversion, Navy, 1998/04':
New SSN, $81,060,000.
Under the heading, `Shipbuilding and Conversion, Navy, 1999/04':
DDG-51 Destroyer Program, $44,420,000;
New SSN, $156,978,000;
LPD-17 Amphibious Transport Dock Ship Program, $51,100,000.
Under the heading, `Shipbuilding and Conversion, Navy, 2000/04':
DDG-51 Destroyer Program, $24,510,000;
LPD-17 Amphibious Transport Dock Ship Program, $112,778,000.
Under the heading, `Shipbuilding and Conversion, Navy, 2001/04':
DDG-51 Destroyer Program, $6,984,000;
New SSN, $62,372,000.
SEC. 8101. The total amount appropriated in title II is hereby reduced by $200,000,000 to reduce cost growth in information technology development, to be derived as follows:
(1) From `Operation and Maintenance, Army', $40,000,000.
(2) From `Operation and Maintenance, Navy', $60,000,000.
(3) From `Operation and Maintenance, Air Force', $60,000,000.
(4) From `Operation and Maintenance, Defense-Wide', $40,000,000.
SEC. 8104. The amounts appropriated in title II are hereby reduced by $372,000,000 to reflect cash balance and rate stabilization adjustments in Department of Defense Working Capital Funds, as follows:
(1) From `Operation and Maintenance, Army', $107,000,000.
(2) From `Operation and Maintenance, Navy', $45,000,000.
(3) From `Operation and Maintenance, Air Force', $220,000,000.
SEC. 8105. The amount appropriated in title II for `Operation and Maintenance, Navy' is hereby reduced by $44,000,000 to reduce excess funded carryover.
SEC. 8145. (a) The Secretary of the Navy shall transfer by gift under section 7306 of title 10, United States Code, the Sturgeon Class submarine NARWHAL (SSN-671) to the National Submarine Science Discovery Center, Newport, Kentucky, upon receipt of an application for donation of such vessel to the Center that is satisfactory to the Secretary.
(b) Before transferring the submarine as required under subsection (a), the Secretary shall remove the nuclear reactor compartment and the other classified or otherwise sensitive military equipment of the submarine.
(c) Subsection (c) of section 7306 of title 10, United States Code, does not apply to the cost of carrying out subsection (b) of this section, any other cost of dismantling the submarine, and the cost of any recycling or disposal of equipment and materiel removed from the submarine before transfer.
(d) Subsection (d) of section 7306 of title 10, United States Code, does not apply to the transfer required under subsection (a).
3.  JOINT EXPLANATORY STATEMENT PORTION (pp 59-347)

REPROGRAMMING GUIDANCE (p60)
The conferees note that the conference report accompanying Public Law 108-7 provided a temporary increase in the thresholds for the prior approval reprogramming of funds for the procurement and research, development, test and evaluation accounts of the Department of Defense. The conferees wish to emphasize that this revision was intended to effect only the execution of funds available for fiscal year 2003. 

The conferees are aware that the Department of Defense believes a greater degree of latitude is needed to best utilize the resources appropriated by the Congress. The conferees have long held that better management and budget preparation is the solution to DoD's needs, not greater fiscal flexibility which would result in less accountability to America's taxpayers. It is true that the effect of inflation has diluted the value of numerical below threshold limits. The conferees, therefore, agree to continue the temporary reprogramming threshold increases, approved for fiscal year 2003, for procurement and research, development, test and evaluation funds provided in this Act for fiscal year 2004. The conferees believe the Defense Department needs to provide more convincing arguments if it expects the Committees to approve this change permanently. The conferees also want to be clear that the approved below threshold reprogramming limitations are the specific dollar threshold allowed for fiscal year 2003, or 20 percent of any specific line item, which ever is less. 

The conferees direct that the Secretary of Defense provide guidance to this effect to the military Services and Defense-Wide activities within 15 days of enactment of this Act and provide the congressional defense committees with a copy of this guidance. 

TITLE II – O&M

O&MN

NAVAL SHIPYARD APPRENTICE PROGRAM (p107)
The conferees have included an additional $1,700,000 in Operation and Maintenance, Navy for the Naval Shipyard Apprentice Program, bringing total funding for that program to $30,580,000. The conferees direct the Navy to induct classes of no fewer than 125 apprentices, at each of the naval shipyards during fiscal year 2004. The conferees further direct the Navy to include the costs of the fiscal year 2005 class of apprentices in the FY 2005 budget request. 

REPAIR OF MILITARY SEALIFT COMMAND SHIPS (p108)
The conferees are concerned that a disproportionate number of Military Sealift Command (MSC) ships are being repaired in foreign shipyards. The Secretary of the Navy is directed to provide a report to the congressional defense committees which describes the Navy's policy for repairing MSC ships in foreign shipyards, analyzes trends in funding for and level of repair work done on MSC ships in foreign and domestic yards, and reviews the consequences of reallocating MSC ship repair work to domestic shipyards. The report should be submitted no later than April 15, 2004. 

TITLE III -- PROCUREMENT

WPN
TACTICAL TOMAHAWK (p178)
The conferees agree to provide a total of $355,288,000 instead of $485,588,000 as proposed by the House and $272,288,000 as proposed by the Senate. In addition, the conferees agree that the Navy may procure 350 missiles with these funds instead of the 450 missiles recommended by the House and the 267 missiles recommended by the Senate. 

The conferees do not agree to provide the $25,000,000 as proposed by the House for tooling and testing equipment, understanding that this requirement will be accommodated from within funds previously made available to the Department of Defense as part of the Emergency Wartime Supplemental Appropriations Act (Public Law 108-11). 

Multi-year procurement contracting authority. The conferees agree to approve the request for contracting authority for a multi-year procurement of the Tactical Tomahawk missile as proposed by the House. 

SCN

`VIRGINIA' CLASS SUBMARINE (p185)
The conferees agree to provide a total of $1,511,935,000 as requested for full funding of the fiscal year 2004 Virginia Class submarine program as requested and proposed by the Senate instead of $1,236,935,000 as proposed by the House. In addition, the conferees agree to provide a total of $827,172,000 for the advance procurement of the future Virginia Class submarine program as proposed by the Senate instead of $886,286,000 as proposed by the House. The recommendation for advance procurement assumes a reduction of $59,000,000 for the fiscal year 2005 program as proposed by the Senate and a reduction of $65,000,000 for each of the fiscal year 2007 and 2008 programs as proposed by the Senate. 

The conferees agree with the views expressed by both the House and the Senate with respect to the Navy's request for the Virginia Class submarine. 

Multi-year procurement contracting authority. The conferees agree with the Senate's proposal, approving multi-year procurement contract authority for one Virginia Class submarine per year for the term of the five-years. The Navy's request to procure more than one submarine in fiscal year 2007 and 2008 is denied and the funds requested for advance procurement of materials for these additional submarines have not been appropriated. 

The conferees did not lightly agree to the Navy's request for multi-year procurement for this program. The Navy's request for multi-year procurement in this instance is a significant departure from established practices and policies of the Department of Defense. The House and Senate Committees on Appropriations have maintained that multi-year procurement authority should be granted in situations in which the Service has accepted a fully tested and proven system and a production capability has been fully established. In the case of this system, the lead ship, christened August 16, 2003, has not been fully tested and will not be delivered to the Navy until late 2004. 

In addition, multi-year procurement authority should be applied in situations in which the program management and costs have stabilized and significant (at least 10 percent) cost savings are guaranteed with approval of such authority. The conferees agree that the increasing costs (31 percent increase over the previous year's estimate) and limited cost savings (approximately 4 percent) for this program, would under customary rules, not allow for its consideration for multi-year procurement authority. 

The conferees agree to deviate from traditional policy with respect to multi-year procurement authority in the case of the Virginia Class submarine with the expectation that such approval will serve to stabilize the program and reduce the overall costs to the government. Furthermore, the conferees agree that a multi-year contract for five submarines, or one per year, is in the best interests of the taxpayer. It is for these reasons that the conferees have provided multi-year procurement authority for the Virginia Class submarine. The Navy should note that the Committees on Appropriations will continue to closely monitor this program and may re-examine the decision to grant multi-year procurement authority if program milestones are not met or costs escalate. 

Current contractual agreement. The conferees find that the current contractual agreement for the Virginia Class submarine that the Navy awarded in August 2003, referred to as the `block buy agreement,' includes positive and negative aspects. 

The signing of the block buy agreement committed the Navy to purchasing six submarines over five years, two to be purchased in fiscal year 2007, which is a clear violation of both the House and Senate fiscal year 2004 Department of Defense Appropriations bills (H.R. 2658 and S. 1382). Neither of these bills approved the procurement of two submarines in fiscal year 2007 or 2008. Further, while the block grant agreement is subject to appropriations, should Congress not provide an appropriation for two submarines in 2007, the agreement allows for a drastic increase in overhead rates at the affected shipyards, causing a significant retroactive cost increase to the four previously purchased vessels. 

The conferees believe it was inappropriate for the Navy to enter into an agreement that disregarded Congressional views and subject taxpayers to additional costs should a future Congress choose not to purchase more than one submarine in 2007. 

The conferees are pleased however, that the block grant agreement includes incentives for both the Navy and the commercial shipyards to meet schedule milestones and cost limitations. The conferees believe that the incentives included in the block grant buy agreement should be the beginning point in any future contract negotiations for construction, overhaul, and maintenance of Navy vessels. The conferees strongly encourage the Navy to continue pursuing contractual arrangements that maintain cost and schedule milestones, understanding that these contracts also require the Navy to enforce discipline in its requirements process to ensure that requests for workload increases do not jeopardize agreed to cost and schedule milestones. 

Information provided to Congress. The conferees agree with the Senate that the Navy must provide Congress with complete financial and program information on the Virginia Class submarine program. 

CRUISER MODERNIZATION (p186)

The conferees agree to provide $102,700,000 for the purpose of initiating a program to modernize and upgrade 22 Ticonderoga Class AEGIS Cruisers. The funds provided for the program have been transferred from the Shipbuilding and Conversion, Navy account to the Weapons Procurement, Other Procurement and Operation and Maintenance, Navy appropriations. 

The conferees are pleased that the Navy has recently formalized the requirements and acquisition strategy for this program, but concur with the concerns expressed in the Senate report regarding upgrading, CG 71, one of the newest and most modern Cruisers in the fleet before upgrading legacy assets. The conferees agree the Navy should pursue a plan that would modernize the Baseline II or legacy fleet assets at a point earlier than the current strategy allows. Therefore, while the conference agreement includes funding for CG 71 to be the first vessel of the program, the conferees direct the Navy to revise its strategy to provide for an earlier modernization of the legacy Baseline II vessels and fully fund this revised strategy within the fiscal year 2005 budget request. 

PROCUREMENT, DEFENSE-WIDE

ADVANCED SEAL DELIVERY SYSTEM (ASDS) (P 226)
The House provided the funds as requested for advance procurement for long lead items associated with the second ASDS, but directed that none of the funds be obligated before the first ASDS satisfactorily passes operational evaluation and before the Milestone C decision assessing affordability and effectiveness is completed. The Senate transferred the funds requested to Research, Development, Test & Evaluation, Defense-Wide. The conferees agree to provide the budget request for advance procurement and concur with the direction of the House. The conferees further direct that none of the funds provided may be obligated or expended until 15 days after the Secretary of the Navy notifies the defense committees in writing of the Milestone C decision and provides a detailed report on the program's revised cost estimate and future budget requirements as validated by the Cost Analysis and Improvement Group. 

TITLE IV --  RDTE

WITHHOLDING OF RESEARCH AND DEVELOPMENT FUNDING (p231)
The conferees are concerned with the practice of withholding a percentage of research and development funding from programs, projects and activities. The conferees are also concerned that many Department of Defense organizations are charging `taxes' on funds that are appropriated to or pass through the control of the organization, and that the practices of withholding and `taxing' appropriated funds appears widespread throughout the research and development community, including headquarters, laboratories, and other research entities. 

The conferees believe that the practice of altering the level of appropriated funds via administrative `withholds' or the administration of `taxes' without specific direction from the Congress, violates the intent of Congress. 

The conferees, therefore, direct the Comptroller General to review all of the research and development appropriation accounts, at all levels, and submit a report to the House and Senate Committees on Appropriations, no later than March 1, 2004, that details what fiscal year 2003 and 2004 programs, projects and activities have been subject to administrative withholds and `taxes' and the programs, projects and activities to which these amounts were applied. 

RDTEN

ANTI-SUBMARINE WARFARE (ASW) MASTER PLAN (p290)
The conferees agree with the House position on the Navy's development of the Anti-Submarine Warfare (ASW) Master Plan. The conferees request the Navy provide the House and Senate Committees on Appropriations with a full report of the results and recommendations of `Task Force ASW' as well as its plan for implementing the recommendations. 

`S' BAND RADAR (p290)

The conferees have agreed to fund the Navy's `S' Band radar development as part of the DD(X) effort, as opposed to a separate development effort as proposed by the House. The conferees make this recommendation based on the Navy's decision to choose the `S' Band radar over its original recommendation of the `L' Band radar for DD(X). 

COOPERATIVE ENGAGEMENT CAPABILITY (CEC) (p290)

The conferees understand that the Navy is potentially pursuing a new strategy for Cooperative Engagement Capability (CEC) development and system configuration. The conferees understand that no decision has yet been made to change the strategy as presented in the fiscal year 2004 budget request which calls for spiral development of hardware and software to a Block 2 configuration. The conferees understand that the Navy may potentially alter the development and acquisition strategy in such a manner as to affect the Block 2 program presented in the fiscal year 2004 budget request. 

The conferees agree that should the Navy determine an alternative strategy for CEC, the additional funds provided in this Act for CEC Block 2 may be merged with and be available for purposes similar to the purposes for which appropriated. The conferees further agree that the Navy shall ensure the House and Senate Committees on Appropriations are fully apprised of the Navy's plans relative to changes in the CEC acquisition strategy. 

LITTORAL COMBAT SHIP (p291)
The conferees have included $168,071,000 for continued research and development of the Littoral Combat Ship (LCS), the amount recommended by the House and $10,000,000 above the amount recommended by the Senate. 

The conferees agree with the House language regarding the need to refine the Navy's concept of operations in the littoral battlespace to ensure that there is no duplication of effort between LCS and other platforms. To this end, the conferees direct the Navy to provide a report to the House and Senate Committees on Appropriations, no later than March 1, 2004 that details the missions LCS will conduct in the littoral battle space, which platforms and systems currently conduct these missions, and what changes, if any, will be made to future years' budgets to eliminate any duplication of effort. 

In addition, in order to maintain focus on the LCS' mission module development and integration, the conferees agree that $51,000,000 of the funds provided for LCS is available only for these efforts. 

UNFORESEEN IMPACT OF BASE OPERATIONS FUNDING ON FUTURE NAVAL RESEARCH LABORATORY ACTIVITIES (p292)

The conferees are concerned about changes in the management of base operations funding and its potential to adversely impact ongoing and emergent research activities. The conferees urge the Navy to be sensitive to the special nature of such research activities and to ensure sufficient flexibility to accommodate unforeseen research needs. 

USE OF RESEARCH AND DEVELOPMENT FUNDING FOR SHIPBUILDING (p292)

The conferees agree with the Senate concerning the Navy's plans to fund the purchase of ships--DD(X) and LCS--in fiscal year 2005 within the Research, Development, Test and Evaluation (RDT&E) appropriation. The conferees believe that the use of research and development funding to procure first ships of a class is not in keeping with budgetary guidelines regarding full-funding. The conferees agree that should the fiscal year 2005 request include these ships--DD(X) and LCS--within RDT&E, all research and development acquisition rules shall apply, including technology readiness reviews, milestone decisions, and test and evaluation before these ships may transition to procurement. 

TITLE V  -- REVOLVING AND MANAGEMENT FUNDS

NATIONAL DEFENSE SEALIFT FUND (p331)
The conferees agree to provide $1,066,462,000 for the National Defense Sealift Fund, $3,700,000 above the budget request for the conversion of a former Naval vessel into a training ship for the Great Lakes Maritime Academy. The conferees further agree that within funds made available in the National Defense Sealift Fund, $6,500,000 is available only for the construction of additional sealift capacity. 

The conference agreement fully funds the construction of the T-AKE program as requested. 
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