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DIVISION A--DEPARTMENT OF DEFENSE AUTHORIZATIONS

TITLE I--PROCUREMENT
Subtitle C--Navy Programs p.74
LHA(R) amphibious assault ship program (sec. 121) 

The committee recommends a provision that would authorize the Secretary of the Navy to procure the first amphibious assault ship of the LHA(R)-class, subject to appropriations for that purpose. The provision would also make available $150.0 million in Shipbuilding and Conversion, Navy (SCN), for the advance procurement and advance construction of components for that ship. The provision also would authorize the Secretary of the Navy to enter into a contract or contracts with the shipbuilder and other entities for the advance procurement and advance construction of those components. 

The LHA(R)-class will replace the aging LHA-class amphibious assault ship, which will begin reaching the end of service life in 2011. The advance design work on LHA(R) began in fiscal year 2003 and continues to date. The Future Years Defense Program submitted with the budget request included full funding for the first LHA(R)-class amphibious assault ship in fiscal year 2008. The committee understands that acceleration of this ship, by providing the first increment of SCN funding in fiscal year 2005, would reduce the cost of this ship by $150.0 million. The Chief of Naval Operations and the Commandant of the Marine Corps have included this acceleration on their Unfunded Priority Lists. Therefore, the committee recommends an increase of $150.0 million for advance procurement and advance construction of components for the first amphibious assault ship of the LHA(R)-class. 

Multiyear procurement authority for the lightweight 155 millimeter howitzer program (sec. 122) 

The committee recommends a provision that would authorize the Secretary of the Navy to enter into a multiyear contract for procurement of the lightweight 155 millimeter howitzer. The lightweight 155 millimeter howitzer is currently scheduled to complete its Initial Operational Test and Evaluation (IOT&E) in December 2004. The committee recommends a limitation in the provision that would delay award of a multiyear procurement contract for the lightweight 155 millimeter howitzer until, as a result of operational testing, the howitzer is recommended for use in the Marine Corps. 

Pilot program for flexible funding of submarine engineered refueling overhaul and conversions (sec. 123) *SEA-PEO FY05 proposal
The committee recommends a provision that would establish a pilot program to permit flexible funding of submarine engineered refueling overhaul and conversions from October 1, 2004, to September 30, 2012. 

Submarine engineered refueling overhaul and conversions are funded from Shipbuilding and Conversion, Navy (SCN). During the course of most ship overhauls or conversions, items which were not included in the original work package are discovered. These items could be corrected most efficiently while the ship is in the ongoing overhaul and conversion process, rather than waiting for a subsequent shipyard availability period. 

This pilot program would allow the Navy to transfer appropriated funds from other appropriations, and merge these transferred funds with the SCN funds appropriated for the submarine engineered refueling overhaul and conversion to cover the cost of items not included in the original work package. The other appropriations that could be used for this purpose include: (1) other programs within SCN; (2) Weapons Procurement, Navy; (3) Other Procurement, Navy; and (4) Operation and Maintenance, Navy. 

The provision would only allow the Navy to transfer funds when there is either: (1) an increase in the size of the workload to meet the requirements for the submarine engineered refueling overhaul and conversion; or (2) a revision of the original work package resulting from a new engineered refueling overhaul and conversion requirement. 

The provision would require that the Secretary of the Navy, 30 days before any transfer of funds could take place, report to the congressional defense committees on: (1) the purpose of the transfer; (2) the amount of the transfer; (3) the account from which the transfer is being made; (4) the program, project, or activity from which the transfer is being made; (5) the account to which the funds are being transferred; and (6) the implications of the transfer on the total cost of the engineered refueling overhaul and conversion program. 

The provision would also require the Secretary to make a final report to the congressional defense committees, which evaluates the efficacy of the program no later than October 1, 2011. 

NAVY WEAPONS p. 79
Tactical Tomahawk 

The budget request included $256.2 million in Weapons Procurement, Navy (WPN), for the procurement of 293 Tactical Tomahawk cruise missiles. The Tomahawk is a long-range strike weapon that provides precision attack capability against land targets. The latest variant, the Block IV Tactical Tomahawk, is in low rate production. The Block IV Tactical Tomahawk is more responsive, flexible, and affordable than previous blocks, and is scheduled for a full rate production decision in June 2004. The Chief of Naval Operations has included the procurement of additional Tactical Tomahawk missiles on his unfunded priority list due to high Tomahawk usage rates during Operation Iraqi Freedom. The committee recommends an increase of $20.0 million in WPN for the procurement of an additional 23 Tactical Tomahawk cruise missiles. 

Evolved sea sparrow missile 

The budget request included $80.3 million in Weapons Procurement, Navy (WPN), for the procurement of 71 evolved Sea Sparrow missiles (ESSMs). The ESSM is the result of an international cooperative effort involving 10 countries to design, develop, test, and produce an improved version of the NATO Sea Sparrow missile. The ESSM provides a kinematic and guidance upgrade designed primarily for the anti-aircraft and subsonic cruise missile threat. The Chief of Naval Operations has included the procurement of additional ESSMs on his unfunded priority list. The committee recommends an increase of $11.3 million in WPN for the procurement of 10 additional ESSMs. 

Joint standoff weapon 

The budget request included $139.4 million in Weapons Procurement, Navy (WPN), for the procurement of 389 AGM-154 joint standoff weapons (JSOW), including $64.8 million for the procurement of 173 AGM-154Cs, a unitary warhead variant of the JSOW. The Air Force recently decided to withdraw from the JSOW program, which will result in the production line operating at less than optimum efficiency, while increasing unit cost. To achieve a more economic production rate, the committee recommends an increase in WPN of $5.0 million for the procurement of 15 additional AGM-154C JSOWs. 

Hellfire missile 

The budget request included $10.4 million in Weapons Procurement, Navy (WPN), for other missile support, but included no funding for the procurement of AGM-114 Hellfire missiles. The Hellfire is the Navy's and Marine Corps' primary helicopter precision-guided weapon. There is currently a war reserve inventory shortfall, and the procurement of additional Hellfire missiles is included on the Chief of Naval Operation's and the Commandant of the Marine Corps' Unfunded Priority List. The committee recommends an increase in WPN of $16.0 million for the procurement of 190 AGM-114 Hellfire missiles. 

Weapons industrial facilities 

The budget request included $4.0 million for various activities at government-owned, contractor operated weapons industrial facilities, but included no funding for the facilities at the Allegany Ballistics Laboratory (ABL). The committee recommends an increase of $20.0 million for the facilities restoration program at ABL. 

Close-in weapons system 

The budget request included $86.1 million in Weapons Procurement, Navy (WPN) for the procurement of 19 and installation of eight Phalanx Block 1B close-in weapons systems (CIWS-1B). The Phalanx is a high rate of fire weapon that automatically acquires, tracks, and destroys aircraft and anti-ship cruise missiles that have penetrated all other ship defenses. The Phalanx is the most widely distributed ship self-defense weapon in the fleet. The CIWS-1B is an upgrade that uses thermal imaging and an automatic acquisition video tracker that provides the additional capability to engage small, high-speed, maneuvering surface craft and low, slow aircraft and helicopters. This upgrade is essential to provide a defense against potential terrorist and asymmetric threats as the fleet operates in the littorals. The committee recommends an increase of $10.0 million in WPN to procure additional Phalanx CIWS-1B kits. 

SHIPBUILDING p. 82
Power unit assembly facility 

The budget request included no funding for the power unity assembly facility (PUAF). The PUAF will feature superior lighting, temperature and humidity control, and services that will significantly improve work performance on the propulsion plant for the new CVN-21 aircraft carrier. This new approach to pre-outfitting of power plant units prior to assembly onto the ship will enable an earlier fuel load, saving time and money. The Chief of Naval Operations has included the PUAF on his Unfunded Priority List. The committee recommends the establishment of a new budget line under Shipbuilding and Construction, Navy, for shipbuilding industrial facilities, and recommends an increase of $15.0 million for the PUAF. 

OTHER PROCUREMENT NAVY p. 82
High performance metal fiber brushes for shipboard motors and generators 

The budget request included $21.2 million in Other Procurement, Navy (OPN), for submarine support equipment, but included no funding for high performance metal fiber brushes for shipboard motors and generators. Metal fiber brushes have demonstrated the capability to significantly enhance performance and reduce maintenance costs on Navy motors and generators. The 

committee recommends an increase of $5.0 million in OPN for the procurement of high performance metal fiber brushes. 

Machinery control surveillance systems 

The budget request included $148.6 million in the Other Procurement, Navy (OPN), for `ship support equipment items under $5 million.' 

The Navy has pursued a number of initiatives that would reduce manning and improve the situational awareness of crews during damage control operations. One area of emphasis has been systems that permit better monitoring of mission critical spaces such as engine rooms. The committee understands that environmentally certified video monitoring equipment would help meet this need. 

The committee believes such equipment could aid the Navy's efforts to reduce the demands on the crews of existing ships. The committee recommends an increase of $4.0 million in OPN for video monitoring equipment and installing that equipment in land-based test facilities and aboard combatants. 

SPQ-9B radar 

The budget request included $3.6 million in Other Procurement, Navy (OPN), for installation of equipment and other tasks associated with the SPQ-9B radar, but included no funding for the procurement of additional equipment. The SPQ-9B radar solid state transmitter is designed to provide early and reliable detection of low flying, small radar cross section targets in natural and man-made clutter, while improving its capability to perform its original mission of anti-surface gunfire support. The committee recommends an increase of $7.0 million in OPN for the procurement of the SPQ-9B radar solid state transmitter. 

Surface ship sonar domes 

The budget request included $14.1 million in Other Procurement, Navy (OPN), for undersea warfare support equipment procurement, including $3.6 million to purchase surface ship sonar domes. 

The Navy needs to buy a number of new sonar domes every year to replace sonar domes damaged during normal operations. The existing replacement sonar domes depend on a subcontractor that intends to stop producing an essential material component at the end of the current contract. In light of this, the Navy had been developing a new design sonar dome based on newer composite materials. 

The first sonar dome fabricated using these new composite materials failed the final external pressure test, largely due to insufficient understanding of some of the static pressures that the new material would face. The Navy and the contractor have since identified the manner in which the design must be modified to correct this problem. 

The Navy needs additional funding to complete the redesign and fabricate a full-scale dome for at sea testing in order to qualify the new design. The committee recommends an increase of $5.0 million in OPN for this purpose. 

Submarine high data rate antenna 

The budget request included $94.5 million in Other Procurement, Navy (OPN), for submarine communications systems procurement, including $22.4 million for submarine high data rate (HDR) antenna systems. 

The submarine HDR antenna program provides submarines with antennas that have the bandwidth, gain, and flexibility to meet the stated fleet requirements for HDR communications in the super high frequency (SHF) and extremely high frequency (EHF) spectrums. In order for ships to participate fully in the Navy's new efforts to implement network centric warfare, ships must have higher data rate communications than are currently available on submarines. The Navy has decided to incorporate the HDR antennas on Trident strategic missile submarines (SSBNs) in order to replace older, less secure communications systems. The budget request would fund only one of these HDR upgrades for the SSBN fleet. The committee recommends an increase of $19.0 million in OPN for one additional submarine HDR antenna system. 

Shipboard communications automation 

The budget request included $11.9 million in Other Procurement, Navy (OPN), for shipboard communication automation procurement, but included no funding for shipboard communications upgrades. 

Section 353 of the National Defense Authorization Act for Fiscal Year 2003 (Public Law 107-314) directed the Secretary of Defense to establish policy and procedures regarding installation and connection of telecommunications switches to the Defense Switched Network (DSN). The Navy is currently operating a number of shipboard switches, in a number of different configurations, which were in the fleet before this language was enacted. These configurations have not been certified as secure and interoperable within the DSN. The committee believes the Navy should upgrade deployed systems to a DSN-certified configuration, and recommends an increase of $3.0 million in OPN for this purpose. 

Joint threat emitter 

The budget request included $44.6 million in Other Procurement, Navy (OPN), for weapons range support equipment, but included no funds for the joint threat emitter (JTE). The JTE is a high-power, high-fidelity emitter capable of replicating more than 1,500 threat signals, emulating the most advanced threat air defense systems. The JTE has been procured by the Air Force for its training. The committee recommends an increase of $3.0 million in OPN for the procurement of the JTE to assess the potential for its use on Navy ranges. 

Integrated bridge system 

The budget request included $57.5 million in Other Procurement, Navy (OPN), for AEGIS support equipment, but included no funding for the integrated bridge system. The integrated bridge system improves situational awareness through automation of navigation and ship control systems, enhancing ship safety while reducing crew workload. Installation of this system has helped the Navy to meet its electronic chart and display information requirement. The committee recommends an increase of $9.0 million in OPN for the procurement and installation of integrated bridge systems on AEGIS surface combatants. 

NULKA anti-ship missile decoy system 

The budget request included $46.6 million in Other Procurement, Navy (OPN), for anti-ship missile decoy systems, including $16.7 million for procuring 36 NULKA decoys. Procuring additional NULKA decoys would ensure that fleet installations remain on schedule and would keep production rates above the minimum sustaining level. The committee recommends an increase of $6.1 million in OPN for the procurement of additional NULKA decoys. 

Submarine training device modifications 

The budget request included $39.4 million in Other Procurement, Navy (OPN), to procure submarine training device modifications. The Navy has critical training requirements to support submarines in the fleet and is beginning to use electronic performance support systems that would enhance training opportunities for deployed forces. The committee believes that the Navy could use these systems more extensively to provide on-the-job operation, maintenance and troubleshooting support, normally provided by journeymen and advanced schoolhouse training. Therefore, the committee recommends an increase of $4.0 million in OPN to expand the use of performance support systems in conducting submarine training. 

Serial number tracking system 

The budget request included $11.5 million in Other Procurement, Navy (OPN), for other supply support equipment, but included no funding for the serial number tracking system (SNTS). The SNTS uses automatic information technology to store and retrieve specific maintenance and supply significant information concerning Navy repairable assets. The committee recommends an increase of $8.0 million in OPN for the procurement of SNTS. 

Man overboard indicator system 

The budget request included $20.7 million in Other Procurement, Navy (OPN), for command support equipment, but included no funding to buy man overboard indicator (MOBI) systems, which are devices that sailors secure on their persons while aboard ship. The device would activate if the sailor fell overboard, allowing rescue forces to quickly respond. The committee believes the Navy should continue to procure MOBI systems, and recommends an increase of $10.0 million in OPN for that purpose. 

The committee understands that the Naval Safety Center has made recommendations to the Naval Sea Systems Command about deploying MOBI systems within the fleet. Because of the committee's interest in increasing protection for our deployed personnel, the committee directs the Secretary of the Navy to provide a report on the Safety Center's recommendations with the submission of the fiscal year 2006 budget request. That report should identify the Safety Center's recommendations, the number of deployed personnel that the Navy intends to outfit with MOBI systems, and the Navy's procurement plan within the Future Years Defense Program for funding its plan. 

Protective covers for weapons systems 

The budget request included $245.5 million in Other Procurement, Navy (OPN), to buy various spares and repair parts. Navy weapons systems are exposed to a very corrosive environment on a daily basis. This exposure leads to increased unit-level and depot-level maintenance requirements for these systems. The committee believes that the Navy should expand its efforts to provide protective covers for such weapons systems exposed to the elements aboard ship, thereby reducing maintenance costs and the demands on crew support. Therefore, the committee recommends an increase of $2.0 million in OPN to procure protective covers for weapons systems. 

SUBTITLE E--OTHER MATTERS p. 112
Report on options for acquisition of precision-guided munitions (sec. 141) 

The committee recommends a provision that would require the Secretary of Defense to submit a report to the congressional defense committees on inventories and production rates of precision-guided munitions by March 1, 2005. Section 820 of the National Defense Authorization Act for Fiscal Year 2000 required the Secretary to submit a similar report on the required inventory levels of these weapons that would enable the Department of Defense to execute the National Military Strategy (NMS) of fighting two nearly simultaneous Major Theater Wars, in effect at the time. 

The committee believes that this report should be updated to reflect the increased use of precision-guided weapons in recent conflicts, introduction of new precision-guided weapons into the inventory, and the new NMS. 

The report must include: (1) a list of precision-guided weapons; (2) the current inventory of each of these weapons; (3) the inventory objective of each of these weapons necessary to execute the current NMS; (4) the year that the inventory objective for each of these weapons will be achieved at the minimum sustained production rate, the most economic production rate, and the maximum production rate; and (5) the cost, in constant fiscal year 2004 dollars, to produce each of these weapons at the minimum sustained production rate, the most economic production rate, and the maximum production rate. 

ITEMS OF SPECIAL INTEREST p. 123

Advanced SEAL Delivery System 

The Advanced Seal Delivery System (ASDS) is a miniature, combatant submarine being developed for the infiltration and exfiltration of naval special operations forces. Unlike current underwater delivery systems, ASDS would transport Navy SEALs over longer distances in a dry environment, enhancing the operators' ability to accomplish their mission once ashore. 

Significant technical and financial problems have plagued this program since its inception. For the past five years, the committee has expressed increasing concern about the cost of this system and the significant performance shortfalls the program has exhibited. At the urging of the committee, the Department of Defense designated ASDS as an Acquisition Category I program in 2003, and will exercise milestone decision authority to assess the future of this program. 

The first ASDS boat underwent an operational evaluation (OPEVAL), starting in April 2003, to determine the effectiveness and suitability of the boat for use in combat. The OPEVAL results were promising, but revealed significant performance shortfalls. As a result, the National Defense Authorization Act for Fiscal Year 2004 prohibited expenditure of advanced procurement funds for items associated with the second ASDS boat until after a favorable Milestone C decision, an independent cost estimate by the Cost Analysis and Improvement Group of the Office of the Secretary of Defense (OSD, CAIG), and a detailed report from the Secretary of Defense. 

The requirement for an advanced SEAL delivery system remains critical for our special operations forces. Whether this particular ASDS design is the right one to meet the requirement will be determined by the Under Secretary of Defense for Acquisition, Technology and Logistics (USD, AT&L) in the Milestone C decision process. 

The committee remains concerned about the technical challenges and cost growth that have occurred in the ASDS program. The Milestone C decision has been postponed until June 2004. The committee reiterates the requirement for the Secretary of Defense to notify the congressional defense committees of the results of the Milestone C decision on ASDS, and to include in his report: a detailed summary of the program's revised cost estimate and future cost estimates, as validated by the OSD, CAIG; an evaluation of contractor performance, to date; a detailed acquisition strategy; and, a plan to demonstrate realistic solutions to key technical and performance problems identified during testing and operations. 

TITLE II--RESEARCH, DEVELOPMENT, TEST, AND EVALUATION p. 125
SUBTITLE B--PROGRAM REQUIREMENTS, RESTRICTIONS, AND LIMITATIONS
DD(X) destroyer (sec. 211) p. 130

The committee recommends a provision that would authorize 

the Secretary of the Navy to fund the second destroyer of the DD(X)-class with Research, Development, Test, and Evaluation, Navy (RDTE, N), funds, and would direct that $99.4 million be authorized for the detail design of that second ship. 

The Committee on Armed Services of the Senate, in its report (S. Rept. 108-46) to accompany the National Defense Authorization Act for Fiscal Year 2004, directed the Secretary of the Navy to provide a report on the viability of the surface combatant industrial base, with specific focus on the transition from the DDG-51 Arleigh Burke-class destroyers to the DD(X). This report was delivered to the congressional defense committees in March 2004. The report included a workload analysis that showed that if the DD(X) schedule slips, the shipyard that is scheduled to build the follow ship, the second destroyer of the DD(X)-class, could experience significant workload issues which, depending on the length of the schedule slip, could affect the financial viability of the this shipyard. This is exacerbated by the fact that this shipyard's workload and resultant viability is solely dependent on the design and construction of surface combatants. 

The committee remains concerned about the viability of the competitive industrial base for the design and construction of surface combatants for the Navy. According to the Future Years Defense Program (FYDP), there will be no surface combatants in the budget request for fiscal year 2006. The budget request for fiscal year 2005 includes $3.5 billion for the construction of the last three DDG-51 Arleigh Burke-class destroyers, bringing the inventory to 62 of these multi-mission ships. The next class of destroyers will use the DD(X) design. The first of these ships is being funded with incremental RDTE, N funding starting with $221.1 million of construction money in fiscal year 2005. If the current schedule is maintained, the contract for the second ship of the DD(X)-class will not be awarded for about eighteen months, and is expected in fiscal year 2007 using Shipbuilding and Conversion, Navy (SCN), funding. This gap could jeopardize the design and production capability of the shipyard scheduled for the second ship. 

The Navy had originally planned to compete the construction phase of the first DD(X), but recently made a decision to award that contract on a sole-source basis to the shipyard with lead design responsibility. The committee expects the Navy to take all actions necessary to ensure the viability of the second shipyard in order to maintain a healthy and competitive industrial base for surface combatants. The committee believes that the Navy is responsible for ensuring that both shipyards share equitably in the DD(X) design effort from this point forward to facilitate a smooth transition from design to fabrication to construction of DD(X). 

The committee believes that if the flexibility provided by using RDTE,N funds for the lead ship at the lead shipyard is justified, that same flexibility is necessary for the follow ship at the second shipyard as well. 

The budget request included $1.4 billion in PE 64300N for DD(X) total ship engineering. The committee recommends an increase of $99.4 million in PE 64300N to accelerate design efforts at the follow shipyard for the second DD(X)-class destroyer, for the purpose of sustaining a competitive industrial base for surface combatant ships. 

Joint Experimentation (sec. 216) 

The committee recommends a provision that would require the Secretary of Defense to establish a separate, dedicated program element in Research, Development, Test and Evaluation, Defense-wide, for joint experimentation activities conducted by the Commander, U.S. Joint Forces Command (JFCOM). When initially established in 1998, JFCOM received most of its funding through existing Navy budget lines because the Navy assumed executive responsibility for JFCOM activities as tenant activities on Naval facilities in the Norfolk, Virginia area. Over the past seven years, the responsibilities and activities of JFCOM have grown and evolved significantly. The budget request for joint experimentation in fiscal year 2005 is $167.6 million. The committee commends the Commander, JFCOM, for the progress achieved in developing joint concepts and capabilities, and believes that these important activities should be managed in separate, readily identifiable budget lines. 

SUBTITLE D--OTHER MATTERS p. 134

Annual report on submarine technology insertion (sec. 231) 

The committee recommends a provision that would require the Secretary of Defense to submit an annual report on submarine technology insertion, concurrent with the submission of the President's budget request for fiscal years 2006, 2007, 2008, and 2009. Section 131 of the National Defense Authorization Act for Fiscal Year 1996 (Public Law 104-106) required a similar report through fiscal year 2001. Since the expiration of that reporting requirement, the emphasis on submarine technology insertion appears to have waned. 

The committee is disappointed with the limited funding allocated by the Department of Defense for submarine research and development, considering the vital contributions submarines make to national and joint operations. Exercises such as Giant Shadow, conducted in January 2003, demonstrated the potential of various technologies that could be inserted into the submarine fleet. The committee believes the Department should emphasize those submarine technologies that will reduce the production and operating cost of submarines while maintaining or improving effectiveness. 

The annual report should include: (1) a list of demonstrated technologies by submarine class; (2) a plan for insertion of those demonstrated technologies by submarine class, if warranted; (3) the estimated cost of this technology insertion; (4) a list of potential technologies by submarine class; and (5) a plan for demonstration of those technologies, if warranted. 

ADDITIONAL MATTERS OF INTEREST
NAVY p. 165
Navy university research 

The budget request included $83.5 million in PE 61103N for the Navy University Research Initiatives program. The committee notes that basic research investments made by the Office of Naval Research have contributed greatly to the technological dominance enjoyed by our nation's military. These investments have been both militarily relevant, leading to the development of radars, stealth, and unmanned systems, and scientifically revolutionary, supporting the work of over 50 Nobel Prize winners. The committee recommends an increase of $17.0 million in PE 61103N: $5.0 million for multifunctional materials for naval structures, such as energy absorbing ship hulls; $1.5 million to perform nanoparticles materials research on coatings geared toward reduced fuel usage and combating abrasion damage; $5.0 million for corrosion research, a continuing and expensive challenge for the Navy; $1.5 million for neural engineering research at the intersection of engineering, computer science, and neural science, with an emphasis on increasing human-machine interfaces and perfecting remote operations; $1.0 million for basic remote sensing research; and $3.0 million for research in basic nanoscience and nanomaterials focused on properties and performance characteristics for naval applications. 

The committee notes that the Navy is in the process of reviewing investments in basic research. The committee expects the Navy to continue its traditional support of truly fundamental, revolutionary research in academia, industry, and government laboratories focused on discovery and innovation as it conducts this review. 

Navy science and technology outreach 

The Office of Naval Research initiated a program in fiscal year 2003 to revitalize the science and technology (S&T) capabilities of the Navy's research and development centers. The budget request included $17.7 million in PE 61152N for In-House Laboratory Independent Research, which supports the Navy's S&T capability initiative. The committee recommends an increase in PE 61152N of $2.5 million to support a new pilot program--the Naval Research Science and Technology for America's Readiness (N-Star) program. The N-Star program would focus on outreach opportunities in high schools and middle schools, and leverage the resources and expertise available in Navy facilities to engage and mentor students who have science and engineering aptitude and interests. 

Applied force protection technologies 

The budget request included $96.3 million in PE 62123N for force protection applied research. To accelerate development of protection and situational awareness technologies, the committee recommends an increase in PE 62123N of $15.0 million: $2.0 million for polymer aircraft components; $4.0 million for hyperspectral data fusion; $4.0 million for the development of novel materials to support high-speed theater support vessels; $1.0 million for low-cost hybrid fire retardant resins; $1.0 million for structural reliability composite research to address Navy challenges in consistent, reliable, production of large parts with inherent material property variability; and $3.0 million for battery development, specifically for unmanned systems. The committee notes that the Navy and the Office of Force Transformation are working closely to explore the development of unmanned platforms and their potential contribution to the deployment of truly networked, agile forces. 

Warfighter sustainment applied research 

The budget request included $63.7 million in PE 62236N for warfighter sustainment applied research. The committee recommends an increase in PE 62236N of $23.0 million to accelerate the Navy's pursuit of future naval capabilities in the areas of expeditionary logistics and innovation-based efforts in warfighter protection and power projection. Of this amount, the committee recommends an increase of $2.0 million for advanced aerospace alloy research; $2.0 million for titanium materials research; $2.0 million for microsystem fuze, safe and arm devices, currently outpaced by weapons requirements; $12.0 million for the SensorNet system to incorporate legacy systems and new technologies into a common data architecture for detection, interdiction, and comprehensive incident management to meet a five-minute response objective; $2.5 million for highly sensitive biowarfare detectors; and $2.5 million for infectious disease analysis, geared toward development of tools for rapid detection, treatment, and triage of individuals infected as a result of exposure to biological agents and pathogens. 

Radio frequency systems applied research 

The budget request included $49.2 million in PE 62271N for radio frequency systems applied research. The radio frequency (RF) systems applied research program addresses technology deficiencies associated with naval platform needs, and supports development of technologies to enable missile defense, directed energy, platform protection, time critical strike, and information distribution. The committee recommends an increase in PE 62271N of $2.0 million for high brightness electron sources for vacuum electronics applications in support of radiation resistant communications needs. 

Radio frequency systems applied research projects also support electronic warfare, communications and navigation missions. The committee recommends an increase in PE 62271N of $1.5 million for wide bandgap silicon carbide semiconductor research, which would enable updated radar systems required by the Navy and Marine Corps. 

Integrated littoral sensor network 

The budget request included $48.5 million in PE 62435N for the ocean warfighting environment applied research. Real time knowledge of the Battlespace Environment (BSE) is a key capability required by the Navy's three transformational capabilities: Sea Strike, Sea Shield, and Sea Basing. The committee recommends an increase in PE 62435N of $2.0 million for the integrated littoral sensor network, which is designed to provide a portable suite of sensors, models and informatics techniques for detection, diagnosis, and predictions of man-made and natural water-borne hazards and threats, supporting the Navy's need for real time knowledge of the battlespace. 

Low acoustic propulsion 

The budget request included $64.1 million in PE 62747N for ocean warfighting environment applied research. The committee recommends an increase in PE 62747N of $1.0 million for low acoustic propulsion research to upgrade the existing torpedo inventory to a safer, lower cost electric propulsion system with improved stealth capabilities. 

Free electron laser 

The budget request included $92.4 million in PE 63114N for power projection advanced technology. The committee recommends an increase in PE 63114N of $9.0 million for acceleration and demonstration of the high power free electron laser (FEL). The Navy has identified free electron lasers as a possible future directed energy weapon for the defense of Navy assets. The committee commends the Navy for its support of the FEL program and, expects the Office of Naval Research to fully fund the ongoing program to reach weapons grade power levels. 

The committee recommends a decrease in PE 63114N of $5.0 million for aerospace research programs that have grown more rapidly than warranted, given Navy requirements in this area. 

Force Protection Advanced Technology 

The budget request included $82.1 million in PE 63123N for force protection advanced technology, but included no funding for the following six initiatives: (1) power generating buoys; (2) high temperature superconducting alternating current (HTS AC) synchronous motor; (3) tactical aircraft directed infrared countermeasures (TADIRCM); (4) composite twisted rudder; (5) wide bandgap semiconductor materials; and (6) steel sandwich panels. 

There continues to be a need for reliable sources of non-polluting electric power generating capability for remote Navy sites around the world. The Navy has been investigating technologies based on power generating buoys that could be easily deployed to expeditionary sites. These buoys could enable the Navy to tap an infinitely renewable energy source of wave power when in situations where building more conventional generating capacity is not possible or practical. The committee recommends an additional $4.0 million in PE 63123N for improving and demonstrating wave power technology. 

The Navy is working on the electric warship program to address electrical and auxiliary system component technology to provide improvements in system energy and power density, system operating efficiency and the ability to recover from casualties. The Navy is shifting to integrated electric propulsion approaches for the fleet, most notably in the DD(X) destroyer program. A HTS AC synchronous motor and generator hold the potential to be much smaller, quieter and less expensive than alternative systems. The committee believes that the Navy should continue development efforts on a large scale HTS AC synchronous motor to determine whether such a motor could serve as a central component of a propulsion system. Therefore, the committee recommends an additional $7.0 million in PE 63123N to build and begin testing a DD(X)-size HTS AC synchronous motor. 

The Navy has been investigating the potential for employing directed infrared countermeasures (DIRCM) technologies on its tactical aircraft. Such systems would be used to defeat IR-guided surface-to-air missiles. The committee understands that the Naval Air Systems Command has structured a program proposal that would incorporate a TADIRCM system within a derivative of an existing tactical aircraft pod. The proposal would include flight testing as a risk reduction effort before the planned start of system design and demonstration. The committee believes that it is important to increase the self-protection capability of our tactical aircraft, and recommends an increase of $7.0 million in PE 63123N for this effort. 

There is a potential for fuel savings by outfitting surface combatants with composite rudders that are built with a surface that is non-planar, known as a twisted rudder. Navy model testing of this design indicates that the Navy might achieve significant annual fuel savings by outfitting its surface combatants with rudders built to this new design. To verify the model testing, the Navy needs to build a ship set of full-scale twisted rudders and install them on a destroyer. The committee recommends an increase of $1.0 million in PE 63123N to build and install a full-scale ship set of twisted rudders. 

Advanced power electronics needed for many Department of Defense systems depend on the development of wide bandgap (WBG) semiconductor materials capable of significantly higher power, higher frequency at higher operating temperature, and greater efficiencies. These devices could have broad applications in such systems as radars for surface ships and aircraft. These devices could be less expensive if wafer production processes could be improved. Since reducing the recurring costs of these semiconductors would have a significant effect on costs of important weapons systems, the committee recommends an additional $6.0 million in PE 63123N for developing better wide bandgap semiconductors production processes. 

The committee understands that an effort is underway within the Navy to develop methods for using steel sandwich panels to reduce weight in ships. The committee believes that this technology holds great potential for cost reduction and performance enhancement. The committee recommends an increase of $2.5 million in PE 63123N to develop and qualify advanced steel sandwich panels for the construction of appropriate sections of Navy ships. 

In total, the committee recommends an authorization of $109.6 million in PE 63123N. 

Common picture advanced technology 

The budget request included $79.5 million in PE 63235N for common picture advanced technology. The use of intelligent software agents is a major new tool for the Navy that provides timely, effective, and efficient decision support under conditions of great uncertainty. The committee recommends an increase in PE 63235N of $3.0 million for a consolidated undersea situational awareness tool, which provides information superiority through precise decision making aids. 

Warfighter sustainment advanced technology 

The budget request included $61.1 million in PE 63236N for warfighter sustainment advanced technology, including some funding for efforts associated with expeditionary logistics, but no funding for: (1) automatic container and cargo handling systems; (2) ultrasonic consolidation of matrix composites; or (3) defense system modernization and sustainment initiative. 

The expeditionary logistics investment is intended to develop and improve transformational Naval surface distribution/replenishment techniques, and to improve the situational awareness of readiness and operating logistics status. The committee believes that the Navy might be able to employ software products that use decision support planning tools to process timely, accurate information on tactical equipment and weapons system on the battlefield. Such tools could support decision making by accurately modeling and predicting failure of important expeditionary systems. Therefore, the committee recommends an increase of $6.0 million in PE 63236N for continuing this development effort. 

An automated cargo and container handling system would provide the Navy with a capability of offloading supply ships in support of sea-based operations. The system would use multi-point stabilization to overcome the dangerous pendulum effect that can plague existing shipboard cranes. The committee recommends an increase of $4.0 million in PE 63236N to develop, fabricate, and test an automated container and cargo handling system capable of operating in sea states of up to sea state three. 

The Navy is developing a number of weapons systems that seek to employ metal matrix composite materials. In order to make these materials more affordable, the Navy needs to develop new technologies and production processes. One of these potential approaches would employ ultrasonic energy to consolidate these metal matrix composites during fabrication. Therefore, the committee recommends an increase of $2.0 million in PE 63236N for developing ultrasonic consolidation techniques for producing metal matrix composites. 

Under the defense systems modernization and sustainment initiative, the Office of Naval Research (ONR) has been conducting developments in four specific focus areas: (1) material aging; (2) life cycle engineering and economic decision system; (3) asset health management; and (4) reliability, availability, and maintainability initiative. The objective of these efforts is to develop processes and tools to track the status and likely future health of systems and, in so doing, detect and diagnose potential equipment failures before they could cause problems in the execution of missions. This effort is also intended to produce decision support systems that would provide greater insight into when the Navy should upgrade weapons and support systems. The committee recommends an additional $5.0 million in PE 63236N to continue these efforts. 

The committee recommends a total authorization of $78.1 million in PE 63236N. 

Precision targeting radar 

The budget request included $44.0 million in PE 63271N for radio frequency advanced technology. The committee recommends an increase in PE 63271N of $3.0 million for a real time precision targeting radar system under development to update current systems with wideband surface capabilities for all-weather surveillance, detection, and location of time critical targets. The program will increase the number of test flight hours and add software for surface target identification. 

Anti-submarine warfare systems development 

The budget request included $4.5 million in PE 63254N for anti-submarine warfare (ASW) systems development, but included no funds for the Claymore Marine program. This program was established to investigate and demonstrate a new littoral ASW system that provides significant increase in capability using existing hardware and a classified algorithm. The algorithm is implemented for real time processing onboard the host system, and has been modified for mine detection in addition to airborne ASW. The committee recommends an increase of $5.0 million in PE 63254N for the Claymore Marine program. 

Carrier systems development 

The budget request included $157.5 million in PE 63512N for carrier systems development, but included no funding for the Aviation Ship Integration Center. This center provides an environment that supports the development and conceptualization of fully integrated future aircraft carrier advanced technology design. The center is focused on reducing costs by increasing efficiencies in air capable shipbuilding programs. The Chief of Naval Operations has included the funding for this center on his Unfunded Priority List. The committee recommends an increase of $9.0 million in PE 63512N for the Aviation Ship Integration Center. 

Amorphous metal permanent magnet generator set 

The budget request included $19.0 million in PE 63513N for shipboard system component developments, including $4.1 million for integrated power systems development. 

The committee understands that generator sets employing amorphous metal permanent magnets have the potential to greatly increase power output, while reducing the size and weight of the generator set. Such generator technology also holds the potential for reducing life cycle costs by increasing fuel efficiency and reducing logistics support costs. 

The committee believes that the Navy should explore this promising technology, and recommends an increase of $3.0 million in PE 63513N for prototype development and testing of an amorphous metal permanent magnet generator set. 

Surface ship combat systems warfighting enhancements 

The budget request included $17.6 million in PE 63553N for surface ship anti-submarine warfare development, but included no funding for surface ship combat systems that model the submarine advanced processor build (APB) program, or for an improved surface torpedo launcher. 

Legacy surface ship combat systems employ standard hardware and software which is tailored to military specifications. Modifications and enhancements to meet threats in the contact-dense littoral and expeditionary warfare environments are prohibitively expensive due to the closed nature of existing architectures. The committee believes that surface combatants would benefit from integrating selected submarine APB products, and recommends an increase of $3.0 million in PE 63553N for this 

purpose. 

The Navy has investigated the potential for a modular, gas generator launch canister for launching torpedos. This project uses commercial off-the-shelf (COTS), automobile-style airbags for launch energy. Employment of these COTS components could greatly reduce the burden of maintaining the current air flask-based torpedo tubes. The committee recommends an increase of $2.8 million in PE 63553N for this purpose. 

Submarine payloads and sensors 

The budget request included $81.2 million in PE 63561N for advanced submarine systems development, but included no funding to develop advanced payload and sensor systems. The advanced submarine systems development program incorporates the recommendations of the Defense Science Board that the Navy develop new capabilities for our submarine forces. While there are ongoing developments funded in this program, there is no opportunity for new technologies to be introduced. The committee recommends an increase of $10.0 million in PE 63561N to allow for new projects. 

Integrated condition assessment system 

The budget request included $3.7 million in PE 63563N for ship concept advanced design, but included no funding to develop and prototype additional hardware and software components to enhance the integrated condition assessment system (ICAS). Continuous enhancements would expand the capabilities of ICAS and reduce shipboard weight and space requirements. The committee recommends an increase of $5.0 million for ICAS development. 

Combat systems integration 

The budget request included $80.8 million in PE 63582N, for combat systems integration and battle force interoperability improvements. The request included $10.0 million for phase III of a small business innovative research (SBIR) project for an advanced processor build, but no funding to develop better systems to control autonomous and remotely controlled unmanned underwater vehicles (UUVs). 

The committee has confirmed with the Navy that the SBIR phase III project for the advanced processor build should be executed in PE 64503N. Therefore, the committee recommends a decrease of $10.0 million in PE 63582N, for combat systems integration. 

The Navy must operate current UUVs with multiple human-system interfaces (HSI) that greatly complicate training and reduce systems performance. With the Navy's significant emphasis on a large number of unmanned systems, the committee believes that the Navy should establish an effort to conduct research on advanced UUV HSI technology. The goal of this effort would be to develop a standardized set of UUV HSI open architecture software that includes applications programs for UUV control, data collection, and interaction. The committee recommends an increase of $5.0 million to establish a program to pursue these developments. 

The committee recommends a total authorization of $75.8 million in PE 63582N, for combat systems integration and battle force interoperability. 

Marine mammal detection and mitigation 

The budget request included $24.6 million in PE 63721N for environmental protection. The committee recommends an increase of $3.0 million in PE 63721N for marine mammal detection and mitigation. The committee notes that this research will accelerate research and development of a prototype system that will detect the presence of marine mammals. With such a system, scientists will be able to track marine mammal movement using the data collected and help create a better understanding of marine mammal migration routes, population densities, and habits. Such a system will help the Navy to conduct active sonar training, while mitigating biologically significant disruptions to marine mammals. 

Uninterruptible fuel cell 

The budget request included $1.5 million in PE 63724N for the Navy energy program, but included no funding to demonstrate proton exchange membrane (PEM) fuel cell designs at Department of the Navy installations. The Navy is tri-service lead for the implementation of renewable and alternative energy systems across the entire Department of Defense. 

Reliable electric power is important for providing continuing operations at key operating facilities. Microprocessor operations are particularly sensitive to short interruptions. A potential way of dealing with the problem on a facility-wide basis, rather than piecemeal, would be to supply loads through uninterruptible substations that could respond within a few milliseconds to outages. The committee understands that such a substation with appropriate response times could be feasible by developing proton exchange membrane (PEM) fuel cell designs. The committee recommends an increase of $3.0 million in PE 63724N to demonstrate the technical and economic viability of a set of PEM fuel cells and control unit in daily operation of a reliable, uninterruptible distributed generator at a power sensitive Navy facility. 

Affordable weapons system 

The budget request included $82.0 million in PE 63795N for land attack technology, including $28.9 million for the continued development of the affordable weapons system (AWS). The AWS is a commercial off-the-shelf (COTS) based land attack and strike missile that can loiter and be directed to the target by either the shooter or a forward observer. 

Budget briefings provided by the Navy to the committee indicate that there is no validated requirement for the AWS, and that AWS is not a Navy program of record. Funds appropriated for the system in fiscal year 2004 are intended to be used to determine the feasibility of transitioning AWS from a technology demonstration to a program, with a decision point on whether or not to proceed with AWS as a program by the end of fiscal year 2005. In outlining the top concerns with AWS, the Navy included the following: (1) fiscal year 2003 initiatives have not been completed as of March 2004; (2) the technical maturity of AWS had not been demonstrated; and (3) whether the capability meets naval requirements or needs has not been determined. The committee also notes that AWS funding is not included in Navy budget documentation in the Future Years Defense Program. 

The committee believes that further funding of AWS in fiscal year 2005 is premature, until the Navy decides on whether to pursue AWS as a program of record. Since the Navy believes this evaluation can be made with funds appropriated in prior years, the committee recommends a decrease of $28.9 million in PE 63795N for the AWS, for a total authorization of $53.1 million. 

Standard missile improvements 

The budget request included $99.0 million in PE 64366N for various Standard Missile improvements. 

The budget included no funding for technologies to make Standard Missiles more resistant to external stimuli, such as shipboard fires or explosions. Mature missile systems, such as the Standard Missile, do not include the latest insensitive munitions (IM) technologies that would increase the weapon's ability to avoid unintended detonations. The committee believes that the Navy should incorporate these newer IM technologies in the Standard Missile product line, particularly as the Navy begins development of a new, extended range version of the Standard Missile, the SM-6. The committee recommends an increase of $5.0 million in PE 64366N to develop IM technology for the Standard Missile. 

The SM-6 is intended to engage targets at longer ranges than the currently available Standard Missile variants. This fact, in addition to the likely presence of jamming or a more severe electromagnetic environment, will require that the SM-6 missile have a more robust data link. The committee recommends an increase of $5.0 million in PE 64366N to develop an improved data link for the Standard Missile family. 

Airborne mine countermeasures 

The budget request included $50.5 million in PE 64373N for airborne mine countermeasures, but included no funding for the development of the surface Navy integrated undersea tactical technology (SNIUTT) simulator. Funds for this program would allow the addition of a scenario-based simulation refresher training capability for postmission analysis for airborne mine countermeasure sonars. This simulator would utilize recorded sonar data to provide interactive training to sonar operators in recognizing and classifying sonar contacts. The committee recommends an increase of $3.0 million in PE 64373N for development of the SNIUTT simulator. 

Submarine system development 

The budget request included $75.4 million in PE 64503N, for submarine systems development, including $25.6 million for various submarine integrated antenna systems developments. The budget request did not include funding for the Small Business Innovative Research (SBIR) phase III project for an advanced processor build. 

Submarines operate at a disadvantage in trying to fully participate in the Navy's efforts to implement network centric warfare. Submarines must have access to higher data rate communications than are currently available. 

One near-term solution could involve using an expendable two-way satellite communications buoy operating in the ultra high frequency (UHF) portion of the electromagnetic spectrum. An approach that would employ fiber optic links between the submarine and a communications buoy could be compatible with existing buoy launcher systems. A longer-term approach would require extending communications capability to other portions of the electromagnetic spectrum. A tethered platform could provide such connectivity, and could be used to achieve better situational awareness by employing such sensor technologies as photonics, electronic support measures and acoustics. Such a tethered platform could also take advantage of existing towed buoy handling mechanisms already installed on submarines. The committee recommends an increase of $4.0 million in PE 64503N, to pursue these developments. 

The committee has confirmed with the Navy that the budget request of $10.0 million for the SBIR phase III project for the advanced processor build should be funded in PE 64503N, instead of PE 63582N. Therefore, the committee recommends an increase of $10.0 million in PE 64503N, for the advanced processor build. 

The committee recommends a total authorization of $89.4 million in PE 64503N. 

Shipboard aviation systems 

The budget request included $28.6 million in PE 64512N for shipboard aviation systems, but included no funding for the development of an arresting cable made from synthetic material. The strength to weight ratio of synthetic materials is four to five times better than steel, resulting in reduced inertia and allowing the arresting gear to apply braking force much earlier in the landing. The committee recommends an increase of $2.5 million in PE 64512N for the development of synthetic arresting cable. 

Virginia-class submarine development 

The budget request included $143.3 million in PE 64558N for continuing development of the Virginia-class submarine. This includes the technology, prototype components, and systems engineering needed to design and construct the submarine and its command, control, communications and intelligence system. The budget request included no funding for information assurance. The committee recommends an increase of $2.0 million in PE 64558N for Virginia-class submarine information assurance. 

The budget request included no funding to develop the multi-mission module concept for the Virginia-class submarine. The committee believes the flexibility that this concept brings to the platform is essential, and recommends an increase of $56.0 million in PE 64558N for the multi-mission module. 

The budget request included no funding to develop a large aperture bow array for the Virginia-class submarine. This array has the potential to increase sonar system performance at a lower cost than the current spherical array. The committee recommends an increase of $5.0 million in PE 64558N for the development of a large aperture bow array. 

The budget request included no funding for the common submarine radio room (CSRR). This effort was initiated as part of the Virginia-class submarine, and is now expected to be used across all submarine classes. The Chief of Naval Operations has included the CSSR on his Unfunded Priority List. The committee recommends an increase of $13.1 million in PE 64558N for the development of CSRR. 

The committee recommends a total authorization of $219.4 million in PE 64558N. 

Submarine tactical warfare systems 

The budget request included $43.4 million in PE 64562N for submarine tactical warfare systems development. This program develops commercial off-the-shelf (COTS)-based software and hardware upgrades to integrate improved weapons and tactical control capabilities for all submarine classes. Among the goals of this development program is to provide fleet-wide improvements to submarine combat systems that reduce ownership costs, ease and enhance training, and ensure that the fleet has positive control over weapons and maintenance functions while underway. 

The committee believes that the Navy should accelerate these efforts and expand them to include architecture upgrades and applications that would benefit the Navy and the fleet. The committee recommends an increase of $6.0 million in PE 64562N to establish a program to pursue these developments. 

Anti-terrorism technology surveillance system 

The budget request included $18.0 million in PE 64721N for the battle group passive horizon extension system, but included no funding for the anti-terrorism technology surveillance system (ATTSS). The ATTSS enhances the capability of the mobile inshore undersea warfare system upgrade, which provides surface and subsurface surveillance. The ATTSS provides low-cost detection and geolocation sensors, using commercial off-the-shelf technologies. The committee recommends an increase of $3.0 million in PE 64721N for ATTSS. 

Directed energy user scrutiny equipment 

The budget request included $48.2 million in PE 64755N for ship self-defense detection and control systems improvements. Of this amount, the Navy has requested $3.0 million for shipboard systems for conducting force protection operations. 

The Air Force has been sponsoring an advanced concept technology demonstration (ACTD) program to employ millimeter wave electromagnetic energy as an active denial mechanism. 

The committee believes that the Navy might be able to integrate such less-than-lethal directed energy technology in the integrated radar optical sighting and surveillance system (IROS3). Integrating such capability within the Navy systems 

could greatly increase options for Navy teams conducting the force protection mission. 

Therefore, the committee recommends an increase of $5.0 million in PE 64755N to establish a program to begin packaging of the ACTD technology in IROS3 and evaluate whether such a system would be effective within the maritime environment. 

NULKA anti-ship missile decoy development 

The budget request included $28.2 million in PE 64757N for development of soft kill technologies for ship self-defense, but included no funding for continued improvement of the NULKA anti-ship missile decoy system. Anti-ship missile guidance systems are being developed which operate in new radio frequency bands or are employing multi-mode seekers, using infrared terminal guidance. The committee recommends an increase of $5.0 million in PE 64757N for development of improvements for the NULKA decoy. 

Sea rescue technologies 

The budget request included $6.9 million in PE 64771N for medical development. The committee recommends an increase in PE 64771N of $3.0 million for accelerated deployment of sea rescue equipment that automatically activates; is visible from the air; and decreases rescue times for injured personnel. 

Navy management 

The budget request included $66.1 million in PE 65861N for Navy science and technology management. The committee recommends a reduction in PE 65861N of $3.8 million due to unjustified program growth over the last three years. 

Thin plate pure lead battery technology 

The budget request included $108.8 million in PE 11221N for strategic submarine and weapons system support, but no funding for thin plate pure lead (TPPL) battery technology. 

The committee is aware of ongoing research to apply well-understood TPPL technology to submarine batteries. This technology has the potential to increase submarine battery energy density; reduce corrosion and associated maintenance costs; and improve life span, performance, reliability, output, and recovery from deep discharges. 

Therefore, the committee recommends an increase in PE 11221N of $5.0 million for research and development for thin plate pure lead battery technology. 

Precision terrain aided navigation 

The budget request included $28.8 million in PE 24229N for the Tomahawk weapons system, but included no funding for further development of precision terrain-aided navigation (PTAN). The PTAN offers an alternative guidance system to the Tomahawk cruise missile should Global Positioning System signals be lost through jamming. The committee recommends an increase of $5.0 million in PE 24229N for the continued development of PTAN. 

Corrosion inhibiting coatings 

The budget request included $62.6 million in PE 25633N for aviation improvements, but included no funding for the continued development of corrosion inhibiting coatings. Navy aircraft operate in a highly corrosive environment, and maintenance personnel have to devote many hours to corrosion control. The development of corrosion inhibiting coatings could increase aircraft availability, while easing the burden on maintenance personnel. The committee recommends an increase of $4.0 million in PE 25633N for the development of corrosion inhibiting coatings. 

Cobra Judy replacement 

The budget request included $80.7 million in Research, Development, Test and Evaluation, Navy, for the Cobra Judy program. This level of funding sustains the important developmental effort associated with the Cobra Judy program to field a replacement platform in 2012, but does not fully restore funding to complete the development effort. 

The Cobra Judy is a shipborne intelligence collection system that is an important part of the intelligence collection, treaty verification, and ballistic missile defense capabilities of the U.S. government. The unique capabilities of the Cobra Judy, combined with its ability to provide lengthy coverage of areas of interest, make it an indispensable part of the nation's overall intelligence collection capabilities. 

The committee is concerned that complementary developmental activities in the Navy, the Missile Defense Agency, and the Intelligence Community are not being fully coordinated to ensure the development of a comprehensive measurement and signatures intelligence (MASINT) system that supports the intelligence needs of national decision makers; the missile warning requirements of ballistic missile defense systems; and, the operational needs of the Navy. Each of these organizations is developing capabilities for core requirements that also can provide support and reinforcing capabilities for the other. The committee urges the Secretary of Defense to review the radar developmental activities associated with the Cobra Judy, the Navy's DD(X) program, and ballistic missile defense to ensure the integration of complementary capabilities, the development of integrated operational procedures, and the elimination of unnecessary redundancy. 

The committee recommends an increase of $13.0 million in PE 35149N, to restore the funding necessary to complete developmental activities associated with the Cobra Judy replacement program. 

Modeling and simulation research 

The budget request included $7.3 million in PE 38601N for modeling and simulation support. The committee recommends an increase in PE 38601N of $9.0 million for modeling and simulation research to ensure that the Joint Forces Command has access to state-of-the-art modeling, simulation, and wargaming capabilities for a wide range of scenarios, including urban warfare; integration with coalition forces; and simulations of weapons of mass destruction, including civilian support capabilities. 
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The budget request included no funding for government/industry cosponsorship of research. The committee recommends an increase of $7.0 million in PE 61111D8Z for continuation of this partnership, which has a history of advancing the capabilities of weapons systems, radars, missile seekers and information, and communications networks. The program also supports university-based microelectronics research centers that assist in producing technology and in training the next generation of electronics engineers. 

Tactical technologies 

The budget request included $339.2 million in PE 62702E for applied research on tactical systems. The committee recommends a total reduction of $25.0 million from this account. The committee recommends a reduction of $4.0 million from the Stimulated Isomer Energy Release program. The committee agrees with the majority of expert technical opinions that this effort, though carrying a large potential payoff, should be a smaller fundamental research effort at this time. The committee recommends a reduction of $10.0 million for the Automated Battle Management program. It is not clear how this effort is coordinated with ongoing service efforts for network centric warfare or how it is connected to the Department of Defense's Horizontal Fusion program. The committee recommends a reduction of $3.0 million for novel sensors designed for human-animal discrimination systems to maintain a reasonable funding path. The committee recommends a reduction of $5.0 million for the HEDLight program. The committee believes that lighting technology is not the highest priority area of Navy interest, and that the transition success of this effort is questionable. The committee recommends a reduction of $3.0 million for the Laser Star program. The committee believes that a reduced program effort should be maintained until a clear technology transition path for the program is developed. 

Massively parallel optical interconnects 

The budget request included $204.3 million in PE 63175C for ballistic missile technology, of which $3.3 million is for microsatellite sensing technology development. 

The committee is aware of ongoing Missile Defense Agency research on missile defense applications for microsatellites, and notes that microsatellites will require substantial onboard processing and high signal processing rates to detect and track threat missiles. Continuing research and development on massively parallel electroptical interconnects is intended to enable very high data exchange rates between microsatellite chip sets. The committee understands that additional funds are required to complete this effort. 

Therefore, the committee recommends an increase of $4.0 million in PE 63175C for additional development of massively parallel optical interconnects. 

Radiation hardened electronics 

The budget request included $204.3 million in PE 63175C for ballistic missile technology, but no funding for research and development for radiation hardened complementary metal oxide semi-conductors. 

The committee understands that strained silicon electronics have demonstrated higher speeds with lower power consumption, and improved gamma ray and x-ray tolerances compared to current silicon chips. The committee notes that high-speed radiation hardened electronics will be valuable in many applications, and that the Missile Defense Agency has sponsored innovative research for this technology in the past. Additional funds are needed to optimize manufacturing processes and improve performance. 

The committee recommends an increase of $3.3 million in PE 63175C for radiation hardened complementary metal oxide semi-conductors. 

Hardware encryption devices 

The budget request included $214.0 million in PE 63750D8Z for the Advanced Concept Technology Demonstrations program. To improve operational security in the event of lost or overrun computer assets, the committee recommends an increase in PE 63750D8Z of $2.0 million for acceleration of hardware encryption devices. 

High performance computing 

The budget request included $186.7 million in PE 63755D8Z for the high performance computing modernization program, which supports the needs of the warfighter for technological superiority and military dominance on the battlefield by providing advanced computational services to U.S. weapons systems, scientists, and engineers. The committee recommends an increase in PE 63755D8Z of $2.0 million for high performance computing visualization research, which provides synergies between existing organizations and programs that are vital to the advancement of the Department of Defense's mission. The areas addressed in this research--weather forecasting, computational chemistry and nanosensors for bioagent detection, robust distributed data storage, and advanced visualization methods--are essential to the execution of the warfighting mission. 

The acquisition community is increasingly reliant on high fidelity simulations to complement live fire testing activities. Simulations also permit engineering evaluation of functions that are not physically tested due to range, environmental, or cost constraints. The committee recommends an increase of $2.0 million for high performance computing simulation upgrades. 

Command and control systems 

The budget request included $225.8 million in PE 63760E for DARPA command, control, and communications systems research. The committee recommends a decrease in PE 63760E of $11.0 million due to excessive program growth. 

Sensors and guidance technologies 

The budget request included $337.1 million in PE 63762E for Defense Advanced Research Projects Agency sensor and guidance technology research programs. The committee recommends a decrease in PE 63762E of $15.0 million due to significant program growth over the last three years. 

Nuclear physical security 

The budget request included $2.0 million in PE 65160D8Z for the nuclear matters program, but no funding for research and development related to nuclear physical security. 

The committee notes that in the current national security environment, nuclear weapons face an increased threat of terrorist attack. Although the military services have taken steps to address this threat, the committee does not believe that the research and development to improve the protective infrastructure has kept pace with changing threats. The committee believes that a reinvigorated nuclear physical security research and development program should be established that focuses on new technologies that reinforce the concept of assured denial. 

The committee recommends an increase of $6.0 million in PE 65160D8Z for nuclear physical security research and development. 

Enhanced techniques for the detection of explosives 

The budget request included $32.5 million in PE 63851D8Z for enhanced techniques for the detection of explosives for the Environmental Security Technical Certification Program. The committee recommends an increase of $3.0 million in PE 63851D8Z to continue the Crane Naval Surface Warfare Center project, to improve technologies presently deployed for explosive detection and to deliver faster, more cost-effective, and more reliable detection systems. The committee notes that even the newest equipment suffers from high false alarm rates on all types of explosives, improvised explosive devices, land mines, and unexploded ordnance in different environments. This project addresses a compelling need for developing standoff detection systems employing multiple detectors of different types with the goal of attaining a good detection rate with low false signals. 

Unexploded ordnance detection using airborne ground penetrating radar (GPR) 

The budget request included $32.5 million in PE 63851D8Z for advanced technology development of the Environmental Security Technical Certification Program. The committee recommends an increase of $4.7 million in PE 63851D8Z for unexploded ordnance detection using airborne ground penetrating radar (GPR). The committee notes that this ongoing program will support the enhancement of GPR by developing the necessary technology to detect unexploded ordnance through foliage. 

Airborne infrared system 

The budget request included $592.0 million in PE 63884C for ballistic missile defense sensors, but no funding for the airborne infrared system (AIRS). 

AIRS is a system of infrared and visible sensors, a surveillance radar, and adjunct data processing and storage that can track ballistic missiles and their warheads in all phases of flight. Early versions of the system are mounted on aircraft (the High Altitude Observatory or HALO and HALO II), but with incremental and evolutionary development, could be deployed on a variety of platforms, including the Global Hawk unmanned aerial vehicle and potentially, the High Altitude Airship being developed by the Missile Defense Agency (MDA). HALO and HALO II have already provided valuable data on infrared signatures of ballistic missiles. The committee believes that an improved system, if and when deployed, could provide important test, operational, and technical intelligence capabilities in support of ballistic missile defense. 

Therefore, the committee recommends an increase of $15.0 million in PE 63884C for AIRS research and development. This increase will allow MDA to proceed with engineering development for system connectivity, a closed loop fire control system, and an AIRS prototype system for manned or unmanned air vehicles. 

E-2 infrared search and track 

The budget request included $592.0 million in PE 63884C for ballistic missile defense sensors, but no funding for infrared search and track technology for the Navy's E-2 tactical warning and command and control aircraft. 

The Navy has conducted testing of a turreted infrared search and track (IRST) system on the Navy's E-2's tactical warning and command and control aircraft that successfully demonstrated the potential for such a system to receive cues, and then detect and track short and medium range ballistic missiles. A more capable system, that includes fixed infrared arrays and a turret, shows high potential for a robust capability to detect and track these missile threats early in flight through midcourse trajectory and to provide accurate impact point prediction. 

Therefore, the committee recommends an increase of $5.0 million in PE 63884C for flight testing and continued development of the E-2 IRST project. 

Kinetic energy interceptor 

The budget request included $511.3 million in PE 63886C for ballistic missile defense system (BMDS) kinetic energy interceptors (KEI). The committee notes that this request represents an increase of about 350 percent compared to fiscal year 2004 appropriations. 

The BMDS interceptor development program seeks to develop by 2010 a ground-based BMD system to intercept threat missiles in their boost phase, shortly after takeoff. To achieve this schedule, the program will combine relatively mature component technologies with an advanced interceptor missile. The ground-based system will then serve as the basis for a sea-based follow-on system. 

The committee notes that the concept of operations for a kinetic energy boost phase system requires that the interceptors be deployed relatively close to the launch sites. Consequently, against some potential adversaries, ground-based boost phase intercept is not a viable alternative. To defend against threats from other potential adversaries, multiple ground-based KEI sites would be required. The committee believes that a concept of operations based on permanent KEI deployment in multiple sites contiguous with a potential adversary or multiple emergency deployments in volatile regions is at best problematic. 

The committee recognizes that an advanced KEI interceptor could be used to upgrade the current ground-based midcourse defense element. The committee further believes that a sea-based BMD system that provides boost, midcourse, and terminal defense could be valuable to defend both the United States and its allies and friends in a variety of contingencies. 

The committee recommends a decrease of $200.0 million in PE 63886C for KEI. The committee notes that the recommended funding represents an increase compared to the fiscal year 2004 funding level of about 175 percent, sufficient to pursue an aggressive program. The committee recommends that the funds available be used to continue interceptor development, sea-basing, and sea-based concepts of operations. 

The committee notes that the Missile Defense Agency intends to conduct a test of the near field infrared experiment (NFIRE) that will likely result in a collision between the target missile and the NFIRE spaceborne sensor. The committee is concerned that effects of the space debris from such an impact are not well 

enough understood. The committee directs that this test, if it proceeds as planned, be conducted in such a manner as to prevent an impact. The committee directs the Director of the Missile Defense Agency to provide the congressional defense committees a report no later than March 15, 2005, on the risks to space assets posed by debris that would result from an impact between the NFIRE sensor and a target missile. The committee urges the Missile Defense Agency to explore cost-effective alternatives for collecting near-field data on missile plumes. 

Joint national integration center 

The budget request included $418.6 million in PE 63889C for ballistic missile defense products. 

The committee recognizes the growing threat posed by ballistic missiles to U.S. allies and friends overseas, and supports efforts by the Department of Defense to more fully engage international partners in the effort to develop and deploy effective ballistic missile defenses. The committee believes that involvement of allies and friends in exercises and modeling and simulation can play a useful role in encouraging international participation in these development efforts. The Joint National Integration Center (JNIC) is the Missile Defense Agency's primary modeling and simulation center. JNIC's integrated system test capability will be important to assuring that ballistic missile defense (BMD) systems are effective against a full range of threats to the United States, deployed U.S. forces, and U.S. allies and friends. 

The committee recommends an increase of $5.0 million in PE 63889C for JNIC support of international missile defense events and activities. The committee expects that this increase will enhance exploration of the full range of policy, operational and technical considerations related to international BMD cooperation. 

Ballistic missile defense lethality testing 

The budget request included a total of $479.8 million in PE 63890C for ballistic missile defense (BMD) system core activities, which provides resources to define and integrate the BMD system. Of this amount, $19.2 million was requested for lethality testing and analysis, an increase of $4.0 million compared to fiscal year 2004 funding and approximately triple the amount authorized for this purpose in fiscal year 2003. The committee believes that these increases are excessive, and recommends a decrease of $5.0 million in PE 63890C for the corporate lethality program. 

Joint Biological Point Detection System 

The budget request included $8.6 million in PE 64384BP for the Joint Biological Point Detection System (JBPDS), a modular biological detection suite integrated onto service platforms. The committee recommends an increase of $5.0 million to provide continued product improvement and enhancement of the capabilities of JBPDS. The JBPDS is the first joint service product that provides continuous, rapid fully-automated detection, collection, identification, warning, and sample isolation of Biological Warfare Agents (BWA). 

Joint Service Lightweight Standoff Chemical Agent Detector 

The budget request included $20.0 million in PE 64384BP for the Joint Service Lightweight Standoff Chemical Agent Detector (JSLSCAD), which detects chemical agents at distances up to five kilometers in stand-alone variants. The JSLSCAD also provides real-time detection of chemical agents in moving vehicle-mounted variants. The committee recommends an increase of $2.0 million to support additional modeling and simulation efforts to increase capability in the fielded increment 1 systems. 

Command Information Superiority Architectures Program 

The budget request included $5.2 million in PE 65170D8Z for the Command Information Superiority Architectures (CISA) Program. This program focuses on developing net-centric transition plans and architectures for the combatant commands. The amount provided in the budget request will provide for architecture models at two of the combatant commands (Joint Forces Command and United States Strategic Command) that will be used to guide the net-centric transition in future fiscal years. The research, development, test, and evaluation funds will be used to finalize the development of the Net-centric Operations and Warfare Reference Model that will be used throughout the Department of Defense in the development of systems and capabilities that support Net-centric Warfare and Operations. Additional funds are needed to expand this architecture program to the other combatant commands. The committee recommends an increase of $2.2 million in PE 65170D8Z for CISA to accelerate this program. 

Foreign supplier assessment center 

The budget request included $35.6 million in Research, Development, Test and Evaluation, Defense-wide, for foreign comparative testing, but did not include funding for the Foreign Supplier Assessment Center (FSAC) concept which was initiated in 2004, after the submission of the fiscal year 2005 budget request. 

The FSAC concept was established to assess potential foreign suppliers wanting to provide products and services, including components for weapon systems, automation hardware, and various forms of software to the Department of Defense. The FSAC will fulfill a critical need to identify and categorize potential foreign suppliers; conduct tests and evaluation of products and services for appropriate security purposes; and develop recommendations and risk mitigation plans. 

The committee recommends an increase of $10.0 million in PE 65710D8Z, for the continued development and sustainment of the FSAC concept. 

Global Research Watch 

The budget request included $7.3 million in PE 65798S for Defense Technology Analysis. The committee recommends an increase in PE 65798S of $1.0 million to support the activities of the Global Research Watch program established in Section 231 of the National Defense Authorization Act for Fiscal Year 2004. The committee believes that better information on international research capabilities will be invaluable as the Department of Defense develops its own research portfolio. Knowledge of coalition partner's and potential adversary's scientific capabilities will inform efforts to establish effective defense technology partnerships, as well as to anticipate the emerging technological threats of the future. 

Advanced manufacturing technologies 

The budget request included $11.0 million in PE 78011S for industrial preparedness. The committee recommends an increase in PE 78011S of $3.0 million for advanced manufacturing technologies focused on sensor development, energy products, materials, and steel and pharmaceutical processing. 

Autonomous unmanned surface vessel 

The budget request included $123.6 million in PE 64940D8Z for central test and evaluation investment development activities. The committee recommends an increase in PE 64940D8Z of $3.0 million for testing of the autonomous unmanned surface vessel under development for use as a cost-effective, high endurance, intelligence, surveillance, and reconnaissance system. 

Joint test and training rapid advanced capabilities 

The budget request included $10.2 million in PE 65131D8Z for live fire testing. The committee recommends an increase in PE 65131D8Z of $1.0 million for joint test and training rapid advanced technology. Increased efforts in test and training capabilities improve readiness, reduce casualities, and enhance mission success in combat situations. 

ITEMS OF SPECIAL INTEREST p. 247
Defense Advanced Research Projects Agency Strategic Plan Review 

The National Defense Authorization Act for Fiscal Year 2004 contained a provision (section 232) that requires the preparation of a biennial strategic plan for the activities of the Defense Advance Research Projects Agency (DARPA). The Act also directed the Secretary of Defense to establish an appropriate means for review and approval of the DARPA strategic plan. The first biennial strategic plan required by the Act is due with the fiscal year 2006 budget request in February 2005. 

As DARPA works to develop the strategic plan, the committee urges the Secretary of Defense to institute a review process, consisting of internal and external advisors for approval of the plan. A group of Department of Defense technical experts, procurement executives, senior military officers, and representatives from the Department's intelligence community, led by the Director, Defense Research and Engineering and working in concert with highly regarded non-Department scientific leaders and private sector managers of large research and scientific enterprises, would add great value to DARPA's planning process and ensure program value and accelerated technology transition. 

The strategic plan review should provide DARPA and Department leadership with critical advice to assist in the pursuit of DARPA's important and unique mission. The review group should also provide a fundamental service in identifying changes and policy challenges presented by rapid technological innovation. The review panel could use the opportunity presented by development of the strategic plan to foster close coordination between DARPA and the services, to ensure transition of technologies that meet requirements, to provide consistency of vision and budgeting as program managers serve their terms, and to closely coordinate DARPA efforts with an increasing number of multidisciplinary scientific endeavors, such as information technology, human systems integration, energy and power, and unmanned systems. 

The committee directs the Secretary to submit details of the Department's review process with DARPA's strategic plan and the fiscal year 2006 budget request. 

Energy and power technologies 

The committee notes that energy and power technologies are a key enabler of military activity. Development of compact, rugged, cost-effective power sources, which are deployable in forms that support all of the various missions of the Department of Defense, is a component of force transformation and supports new warfighting capabilities. The committee notes that the Director of Defense Research and Engineering (DDRE) has initiated the Energy and Power Technology Initiative, a comprehensive, Department-wide effort to explore capability-enabling power technologies. 

The committee directs the DDRE to submit a report to the congressional defense committees outlining the goals of the Energy and Power Technology Initiative. The report should include: details of coordination efforts with ongoing projects within the department, with other federal departments and agencies, and with the private sector; technology transition strategies; information on program elements and projects included in the initiative; and future years' investment plans for programs in the initiative. The report should also include an assessment of the military value of various power technologies being explored for applications to light and heavy duty vehicles, weapons, aircraft and unmanned systems, ships, dismounted units, and stationary, and mobile power production facilities. 

Integration of science and technology planning with defense intelligence community requirements 

The committee commends the Department of Defense's pilot program to integrate the defense intelligence community into the Department's science and technology (S&T) planning process. The pilot is designed to ensure that the Department is able to identify and respond to foreign S&T programs that could potentially defeat or diminish U.S. military capabilities in the near-term and into the future. The technology community relies on information from the intelligence community to prevent technological surprise and to advance needed technologies. The current S&T planning process does not explicitly address foreign threats, yet technological surprise from this area poses a serious danger to U.S. forces. The committee supports the Department's effort to improve integration between the defense S&T and defense intelligence communities, and directs the Department to submit a progress report to the congressional defense committees on the integration program and its impact on the S&T planning process by January 1, 2005. 

Manufacturing technology 

The committee notes that manufacturing has played a vital role in the development and production of national security systems. The globalization of the manufacturing industry, defense industry consolidation, and rapid technological changes have taken their toll on the national defense manufacturing base. The committee believes that a renewed emphasis on developing transformational breakthroughs in manufacturing technologies and processes would aid in the preservation of the manufacturing base, help reduce the cost of weapons systems, improve the nation's global economic competitiveness, and reduce fielding times for new systems. 

The committee directs the Director of Defense Research and Engineering to consider establishing a memorandum of agreement between the Defense Advanced Research Projects Agency and the Joint Defense ManTech Panel to identify, develop, and deploy transformational manufacturing technologies and processes that are required to help meet future force requirements. The agreement would accelerate the transition of revolutionary technologies developed by the Defense Advanced Research Projects Agency (DARPA) into the defense industrial base, and would ensure 

that revolutionary manufacturing technologies and research programs receive focused and coordinated management. 

The committee also directs the Director of Defense Research and Engineering to consider establishing and funding a separate science and technology program element for the development of transformational manufacturing technologies as a component of the existing Manufacturing Technology program. The joint cross-service program would be managed by the Joint Defense ManTech Panel, thereby increasing the effectiveness of the individual service and Defense Logistics Agency ManTech programs by establishing a new effort on synergistic, transformational manufacturing technologies, processes, and technology testbeds that would best support the development of joint warfighting capabilities. Existing service-specific manufacturing technology programs would continue their focused efforts and support for the tailored demands of their service partners. 

TITLE III--OPERATION AND MAINTENANCE p. 251
SUBTITLE B--PROGRAM REQUIREMENTS, RESTRICTIONS, AND LIMITATIONS
Limitation on transfers out of working capital funds (sec. 312) 

The committee recommends a provision that would limit the transfer of funds out of, or among, working capital funds. The provision requires the Secretary of Defense to notify the Congress when such transfers are made. The Department of Defense should submit prior approval reprogramming requests, DD Forms 1415-1, to the congressional defense committees in accordance with established procedures. The committee also expects the budget justification materials submitted annually to reflect any such transfers made in the prior fiscal year. 

The committee is concerned about the increasing practice of transfers of funds out of working capital funds using authorities under Section 8006 of the Department of Defense Appropriations Act for Fiscal Year 2004 (Public Law 108-87). In December 2003, the Department transferred $163.1 million in working capital funds from the services to the Defense Commissary Agency Working Capital Fund without notifying the Congress. In a letter of notification dated April 5, 2004, the Department transferred $1.1 billion from the Transportation Working Capital Fund to the Operation and Maintenance accounts of the Army and the Navy. Over the past four years, the committee understands these types of transfers out of, and among, working capital funds had occurred less than once a year. 

The committee is concerned that the practice of transferring funds out of, or among, working capital funds undermines some of the basic principles and benefits of a working capital fund. A working capital fund is intended to promote cost consciousness, mirror private sector operations, create buyer-seller relationships, allow decision makers to know the cost of their decisions, and provide considerable flexibility. However, using one fund to supplement another may create adverse incentives, and lead to inefficient management decisions. Although flexibility is intended to be applied to the operations and funding, for which a certain working capital fund is established, that flexibility is not intended to extend beyond the working capital fund. Finally, the committee is concerned that movements of funds out of, or among, working capital funds diminishes the ability of Congress to conduct adequate oversight. 

SUBTITLE C--ENVIRONMENTAL PROVISIONS p. 293
Payment of certain private cleanup costs in connection with defense environmental restoration program (sec. 321) 

The committee recommends a provision which would allow the Secretary of Defense to execute environmental restoration agreements with owners of covenant properties. Under section 120(h) of the Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA) of 1980, the United States is required to provide a deed covenant guaranteeing it will perform remediation of contamination discovered after a property transfer. Therefore, the Department of Defense has permanent, irrevocable liability for cleanup of any contamination on former Department property. However, there is no current authority for the Department to pay a land owner its costs for undertaking remedial action itself. 

Currently, when an owner discovers contamination on their covenant property, they must notify the service from which they purchased the covenant property. The services then respond to each covenant property in order of risk and health based prioritization. This leaves many landowners without a quick remedy and the potential burden and cost of pursuing a remedy in court. The owner may be forced to choose this latter approach if they have already cleaned up the covenant property, and they are 

seeking to be reimbursed. This approach can also be more expensive to the U.S. taxpayers, since the covenant property owner may cleanup the site to standards beyond what is necessary or appropriate. 

The committee recognizes that potential land purchasers, such as developers, are becoming increasingly apprehensive about purchasing former Department property. This may threaten the successful transfer of the Department's inventory after the 2005 BRAC round. This provision would allow the Department to enter into agreements with the owners of covenant property. The covenant property owner can accept the agreement or not, at its discretion. The agreement would set out the process the landowner would follow if contamination is later found on the covenant property. The agreement would resolve such issues as: notice to the Federal Government, time limits to reply, cleanup standards to be used, and the reimbursement process. 

SUBTITLE D--DEPOT-LEVEL MAINTENANCE AND REPAIR p. 295
Simplification of annual reporting requirements concerning funds expended for depot maintenance and repair workloads (sec. 331) 

The committee recommends a provision that would simplify and improve the two separate annual reports required by section 2466(d) of title 10, United States Code, that the Department of Defense prepares relating to the percentage of funds expended or projected to be expended for depot maintenance and repair workloads in the public and private sectors. One report is due February 1 and covers the two previous years. The other report is due April 1 and covers the next five years. This provision implements the General Accounting Office recommendation to improve these reports by only requiring reporting on the previous and current, budget years because that data is more reliable and any potential impacts are more immediate.

Repeal of requirement for annual report on management of depot employees (sec. 332) 

The committee recommends a provision that would repeal a reporting requirement by the Department of Defense to report to the Committees on Armed Services of the Senate and the House of Representatives, not later than December 1 of each year, on the number of employees employed and expected to be employed by the Department during that fiscal year to perform depot-level maintenance and repair of materiel. The committee, after consulting with the General Accounting Office, agrees with the Department that this reporting requirement is no longer needed. 

Extension of special treatment for certain expenditures incurred in the operation of centers of industrial and technical excellence (sec. 333) 

The committee recommends a provision that would extend for three years and expand the applicability of section 2474(f) of title 10, United States Code. Section 2474(f) excludes all work performed by non-Federal personnel at designated Centers of Industrial and Technical Excellence from the 50 percent limitation on contracting for depot maintenance in section 2466(a) of title 10, United States Code, if the personnel performing the work are pursuant to a public-private partnership. Extending this provision should allow the Department of Defense to continue to partner with private industry at Centers of Industrial and Technical Excellence to achieve improved maintenance capabilities for weapons systems support. 

SUBTITLE G--OTHER MATTERS p. 297
Temporary authority for contractor performance of security-guard functions (sec. 362) 

The committee recommends a provision that would extend for two years the authority granted in section 332 of the Bob Stump National Defense Authorization Act for Fiscal Year 2003 to hire contract security guards on a temporary basis to fill positions that would otherwise be filled by members of the Armed Forces. 

The committee is disappointed that the Department of Defense has yet to submit a report on the Department's long-term plans for meeting its increased security guard needs after September 11, 2001, as required by section 332. This report was due in May 2003. Accordingly, the extended authority would be contingent upon the submission of the required report. 

In addition, the committee notes that the material submitted by the Department in support of its legislative proposal on security guards includes the statement that: `Meeting these increases through expanding either civilian or active military workforce is difficult because the end strength of both 

workforces is constrained and there are many other demands for these personnel.' Section 129 of title 10, United States Code, prohibits the use of any constraint or limitation on the number of employees in the Department. Section 129(f) requires the Secretary of each military department and the head of each defense agency to certify compliance with this provision on an annual basis. For this reason, the provision recommended by the committee would amend the reporting requirement in section 332 to require that the report specifically identify any limitation or constraint on the end strength of the Department's civilian workforce that makes it difficult to meet security guard requirements by hiring civilian employees. 

Pilot program for purchase of certain municipal services for Department of Defense installation (sec. 363) 

The committee recommends a provision that would authorize a pilot program under which the secretary of a military department could provide for the purchase of local governmental services at a Department of Defense installation from the local government responsible for serving the area. This pilot program is a follow-on to the program authorized in section 816 of the National Defense Authorization Act for Fiscal Year 1995 (Public Law 103-337) under which the Secretary of Defense was authorized to engage in similar support agreements for the Presidio of Monterey. Unlike the Monterrey pilot program, the provision recommended by the committee would not authorize the acquisition of security guard and firefighting services from local government entities. The pilot program would provide an opportunity for the military departments to partner with local governments at six installations with a goal of providing quality services at a reduced cost to the Department. 

ADDITIONAL MATTERS OF INTEREST
ARMY p. 299
Working capital funds p. 302

The budget request included $1.7 billion in discretionary spending for defense working capital funds. These working capital funds serve a vital role in providing financial transaction flexibility for critical defense customer support activities. When working capital funds produce an annual net operating result involving a surplus--revenues exceeding expenses, consideration should be given to adjusting customer rates in future years. Working capital funds that do not appropriately return surplus funds to the supported departments, commands, and agencies, through rate-change mechanisms, artificially inflate the cost of support and deprive the supported units of limited resources. However, the Global War on Terrorism, in many cases, has created increased work flow in and out of working capital funds annually by 50 percent over scheduled peacetime projections. Consequently, end of year positive operating balances and excess cash balances continue to grow for most working capital funds. 

The services current projections of net operating result for fiscal year 2005 are based, in part, on artificially low revenue estimates. As higher revenues are realized, the working capital funds will continue to maintain large, positive operating balances and excess cash balances. To ensure proper management of the funds, the committee recommends reducing excess balances within the services' accounts by $810.0 million, as follows: Army, $250.0 million; Navy, $200.0 million; and Air Force, $360.0 million; and within the defense-wide accounts by $60.7 million. 

NAVY p. 304
NULKA decoy cartridge 

The budget request included $622.1 million in Operation and Maintenance, Navy (OMN), for ship operational support and training. The committee notes that the Navy has begun submitting NULKA (Mk 234 electronic decoy cartridge) rounds to Navy maintenance activities for three-year re-certification, maintenance, and repair of components and subassemblies. The committee recommends an increase of $2.0 million in OMN for NULKA re-certification processes to expedite the return of this equipment to the fleet. 

Navy depot maintenance 

The budget request included $3.9 billion in Operation and Maintenance, Navy (OMN), for the ship depot maintenance program. The committee notes that the Chief of Naval Operations (CNO) has identified a $76.0 million funding shortfall in the ship depot maintenance program for fiscal year 2005 as an unfunded priority. Specifically, the unfunded requirement for fiscal year 2005 includes maintenance on the USS George Washington (CVN 73), the USS Minneapolis-St. Paul (SSN 708), and the USS Hyman G. Rickover (SSN 709). The committee supports the initiative of the CNO to address the these unfunded requirements. The committee, therefore, recommends an increase of $70.0 million in OMN for ship depot maintenance to support labor requirements for maintenance of the USS George Washington, the USS Minneapolis-St. Paul, and the USS Hyman G. Rickover. 

Manufacturing Technical Assistance and Production Program 

The budget request included $379.9 million in Operation and Maintenance, Navy (OMN), for combat communications, including funding for Space and Naval Warfare Systems Command (SPAWAR) activities. The committee notes that, under the management of SPAWAR, the Manufacturing Technical Assistance and Production Program (MTAPP) has served as a key program for prime contractors to solicit requirements and for small businesses to integrate into the military supply chain. The committee, therefore, recommends an increase of $1.0 million in OMN for SPAWAR MTAPP. 

OTHER PROGRAMS
Audits of Department of Defense financial statements p.314

The budget request included $231.0 million in the Department of Defense's budget for audits of the Department's financial statements. This amount is double the fiscal year 2004 level of $115.5 million. The General Accounting Office has testified to the Readiness Subcommittee of the Committee on Armed Services of the Senate that spending on audits before the Department has financial management systems in place to support such audits is not the best use of limited resources. Therefore, the committee recommends a reduction of $80.0 million in the Department's Inspector General's budget for audits of the Department's financial systems. 

ITEMS OF SPECIAL INTEREST p. 315

Assessment of environmental remediation of unexploded ordnance, discarded military munitions, and munitions constituents 

The committee expresses concerns about the potential cost and duration of cleanup and remediation of unexploded ordnance, discarded military munitions, and munitions constituents. The Department of Defense's fiscal year 2003 `Report on Environmental Restoration Activities' was submitted to Congress on April 29, 2004. The report contains costs to complete for the Department's military munitions response program (MMRP), along with some interim program goals and funding projections. However, the report does not fully address many of the issues required in section 313 of the National Defense Authorization Act for Fiscal Year 2002. 

The assessment was required to include: (1) estimates of the aggregate projected costs of remediation; (2) a comprehensive plan for addressing remediation requirements, including an assessment of the funding required and the period of time over which the funding will be required; (3) an assessment of the technology available to conduct remediation; and (4) an assessment of the impact of improved technology on remediation cost and a plan for the development and use of such improved technology. Section 313 also required that the impact of assumptions underlying cost estimates be set forth in the report; and that the report separately address the cost of addressing any groundwater contamination that may be caused by unexploded ordnance, discarded military munitions, and munitions constituents. 

The committee notes that the report identifies almost $16.0 billion in MMRP funding for active installations and formerly utilized defense sites that will be required in fiscal year 2010 and thereafter. At the current rate of funding, it would take close to 150 years to complete the program. 

In addition, the report does not discuss the technology currently available to conduct remediation or the impact of improved technology on the cost of remediation; does not identify assumptions underlying cost estimates or their impact on projected funding requirements; and does not separately identify the cost of addressing ground water contamination. 

The committee notes that a 2003 report of the Defense Science Board (DSB) and a 2003 audit of the Comptroller General both expressed concerns with the lack of a comprehensive plan by the Department regarding the cleanup of unexploded ordnance. 

The committee recognizes that the environmental remediation of unexploded ordnance, discarded military munitions, and munitions constituents located at current and former facilities of the Department is a mammoth undertaking that will require years to plan and to complete. Nonetheless, the committee expects the Department to ensure that its fiscal year 2004 `Report on Environmental Restoration Activities' will fill in the gaps left by the Department's fiscal year 2003 report and bring the Department into full compliance with the requirements of section 313. Additionally, in the fiscal year 2004 `Report on Environmental Restoration Activities,' the committee encourages the Department to respond to the recommendations included in the 2003 DSB and General Accounting Office reports. 

Department of Defense compliance with federal provisions pertaining to military depot capabilities in 2005 Base Realignment and Closure recommendations 

The committee acknowledges that section 2464 of title 10, United States Code, requires the Department of Defense to maintain government-owned and operated logistics capabilities to include workforce and facilities, to ensure a ready and controlled source of technical competence and resources necessary to support an effective and timely response to a mobilization, a national defense contingency situation, and other emergency requirements. Section 2466 of the same title requires that no more than 50 percent of each military department's annual funding for depot level maintenance and repair activities goes to the private sector. While these sections are intended to preserve a certain level of depot and logistics capabilities in the Department, these sections also authorize the Secretary of Defense to waive these provisions for reasons of national security. 

The committee believes that military base realignment and closure actions undertaken by the Department under authority provided in the Defense Base Closure and Realignment Act of 1990 (Public Law 101-510), as amended by the National Defense Authorization Act for 2002 (division B of Public Law 107-107) must be consistent with the provisions in title 10, United States Code, pertaining to the preservation of depot logistics capabilities. 

Therefore, the committee directs the Secretary of Defense to ensure that the recommendations submitted to the Commission, pursuant to the Base Closure and Realignment Act authorization, adhere to sections 2464 and 2466 of Title 10, United States Code. The committee further directs the Secretary of Defense to ensure that the same recommendations will not result in the requirement to perpetually waive the provisions of sections 2464 and 2466 of title 10, United States Code. 

Innovative stewardship activities by the Department of Defense 

The committee encourages the Department of Defense to continue in its endeavor to use state-of-the-art practices in ecosystem valuation to improve information available for effective decision making. Congress commends these efforts, and directs the Department to continue its inquiry into methods and models for appraising and valuing natural infrastructure. Tools and concepts such as conservation banking, trading and credits should be considered as part of the normal sustainment, restoration and modernization cycle. Where appropriate, the Department is encouraged to use capability modeling to quantify natural assets, and to continue to define the value and returns these environmental costs and investments have created in local communities and surrounding areas. 

Prevention and mitigation of corrosion 

Public Law 107-314, Section 1067, required the Department of Defense to designate a single official or organization with the overall responsibility of preventing and mitigating the corrosion of military equipment and infrastructure, and assigned numerous planning and oversight responsibilities. The committee commends the Department for the actions it has taken to comply with section 1067 and address corrosion more comprehensively across the Department, but believes that additional actions should be taken by the Department to continue to support the efforts of the new office of Corrosion Policy and Oversight (CPO). 

For example, the committee understands that the fiscal year 2005 budget request includes $27.0 million in various service accounts that are intended to be used for CPO efforts, including the operation of the CPO office itself and various corrosion initiatives by the military services. The committee is concerned that this approach to budgeting for the CPO and CPO initiatives may not provide sufficient visibility or transparency for these funds. Therefore, the committee urges the Under Secretary of Defense (Comptroller) to establish, by December 1, 2004, a specific funding mechanism for use by the Department of Defense in fiscal year 2006, such as a program element or budget line. This mechanism should provide visibility over expended, budgeted, and programmed funds for the CPO and CPO activities. The committee directs the Undersecretary of Defense (Comptroller) to report to the committee by January 1, 2005, the funding mechanism selected for the fiscal year 2006 budget for the CPO and CPO initiatives and to identify CPO funding across the future years defense plan. 

The committee understands that the CPO has identified almost $1.9 billion in corrosion-related projects that could directly contribute to cost avoidance, improved readiness, and decreased workload over the next six years. The committee expects the upcoming program review to result in solid support for these efforts. 

Finally, the committee applauds the efforts of the CPO to establish a baseline of the impact of corrosion on cost, safety, and readiness against which the effectiveness and efficiency of corrosion control efforts could be evaluated. The committee notes the utility of examining a number of weapons platforms to establish the baseline, including helicopters. The committee understands that under the current plan a working baseline will be established by 2008, but not completed until 2011. The committee believes that this effort is critical, and recommends that funding for the study be accelerated. Because the CPO is not yet fully institutionalized within the Department, the committee directs the General Accounting Office to continue its evaluation of the CPO's strategic plan through the end of fiscal year 2005. 

TITLE IV--MILITARY PERSONNEL AUTHORIZATIONS p. 321

TITLE V--MILITARY PERSONNEL POLICY p. 325

SUBTITLE A--JOINT OFFICER PERSONNEL MANAGEMENT
Modification of conditions of eligibility for waiver of joint duty credit requirement for promotion to general or flag officer (sec. 501) 

The committee recommends a provision that would modify section 619a of title 10, United States Code, pertaining to waivers of the requirement that an Active-Duty officer complete a full tour of duty in a joint duty assignment prior to appointment to the rank of brigadier general or rear admiral (lower half). The provision would allow waivers in cases in which an officer's proposed selection for promotion is based primarily upon a career field specialty, vice scientific and technical qualifications, for which joint requirements do not exist. The committee expects such waivers to be used sparingly and only in career fields in which joint requirements clearly do not exist. 

The provision would also modify section 619a(b)(4) of title 10, United States Code, pertaining to officers serving in joint duty assignments. The provision would eliminate the requirement that an officer serve in a joint assignment at least 180 days prior to the convening of a selection board for that officer to qualify for promotion to the rank of brigadier general or rear admiral (lower half), however, it would require that the officer's total consecutive service in joint duty assignments meet the requirements of section 664 of title 10, for credit for having completed a full tour of duty in a joint duty assignment. The committee believes that the 180-day requirement is unnecessary, and that the amendment would satisfy the goal of ensuring that all general and flag officers accrue sufficient joint experience. 

SUBTITLE B--OTHER OFFICER PERSONNEL POLICY p. 327
Transition of active-duty list officer force to a force of all regular officers (sec. 511) 

The committee recommends a provision that would repeal section 532(e) of title 10, United States Code, which prohibits receipt of original appointments as a commissioned officer in the Regular Army, Regular Navy, Regular Marine Corps, or Regular Air Force after September 30, 1996. The provision would implement the recommendation of the Defense Science Board Task Force on Human Resources Strategy in February 2000 that all new officers, regardless of their commissioning source, be given regular commissions in order to enhance professionalism, esprit de corps, and retention. Consistent with the Defense Science Board's recommendation, the committee recommends repeal of section 522 of title 10, United States Code, which sets limits on the numbers of regular officers serving on active duty. 

The provision would also permit the Secretary of Defense to waive the requirement that an officer be a citizen of the United States for commissioning in grades below major or lieutenant commander in the Navy, if it is in the national security interests of the United States to do so, but would require that such officers become citizens before being considered for promotion to major, or lieutenant commander in the Navy. The provision would extend from age 35 to age 42 the statutory limit on initial commissioning as a regular officer. It would also remove the requirement for Senate confirmation of regular appointments in grades below major or lieutenant commander in the Navy. The provision would also amend various provisions of title 10, United Stated Code, to facilitate transfer of regular officers from the Active-Duty List to the Reserve Active Status List. 

Eligibility of Navy staff corps officers to serve as Deputy Chiefs of Naval Operations and Assistant Chiefs of Naval Operations (sec. 512) 

The committee recommends a provision that would eliminate the requirement under sections 5036 and 5037 of title 10, United States Code, that officers serving in the positions of deputy chief of naval operations and assistant chief of naval operations be line officers. This provision would expand the pool of officers who may be considered for assignment in these highly responsible positions within the Office of the Chief of Naval Operations to include officers of the Navy staff corps. 

Limitation on number of officers frocked to major general and rear admiral (upper half) (sec. 514) 

The committee recommends a provision that would provide that the total number of brigadier generals and rear admirals (lower half) on the Active-Duty List who are authorized to be frocked to the grade of major general or rear admiral (upper half) may not exceed 30. 

The committee is concerned that the current emphasis throughout the Department of Defense on the practice of frocking is a symptom of underlying problems in the services' management of the officer corps, particularly in the general and flag officer ranks. Promotion selection boards are being conducted, in some instances, three years before officers being considered reasonably can expect to be promoted to higher rank. These practices, at a minimum, impose excessive, unjustifiable waiting periods upon officers who have been selected for promotion. Moreover, it denies selection officials the opportunity to review additional officer evaluation reports that could be of critical importance in identifying the best qualified officers for promotion. 

The controls on frocking set forth in section 777 of title 10, United States Code, were established by section 503 of the National Defense Authorization Act for Fiscal Year 1996. In the report accompanying S. 1026 (S. Rept. 104-112), the committee expressed its views about the practice of frocking, pertinent parts of which are shown below continue to be relevant: 

Frocking is the practice of allowing an officer to wear the insignia of a higher grade prior to that officer's being appointed to that higher grade. While the Department of Defense has attempted to control the extent of frocking through regulation, the practice remains a means by which the services circumvent the statutory limits on the number of officers authorized to serve in certain grades . . . 

The committee recognizes the existence of certain situations, primarily in the international arena, in which it may be in the best interests of the United States to frock certain officers. The committee believes, however, that such situations should be viewed as the exception and not the rule. 

The provision recommended by the committee adds an additional control to those already set forth in section 777 of title 10, United States Code, on the number of officers that may be frocked at any time. The committee urges the Department to identify the Officer Corps promotion progression issues that underlay the perceived requirement to frock officers and implement remedial measures. 

SUBTITLE F--MILITARY JUSTICE p. 331
Department of Defense policy and procedures on prevention and response to sexual assaults involving members of the Armed Forces (sec. 553) 

The committee recommends a provision that would direct the Secretary of Defense to promulgate, by January 1, 2005, a uniform Department of Defense policy for the prevention of and response to sexual assaults involving members of the Armed Forces and the service secretaries to prescribe regulations on the policies and procedures on the prevention of and response to sexual assaults involving members of the Armed Forces by March 1, 2005. 

The provision additionally would require the Secretaries of the military departments to prescribe programs throughout each service designated for victim advocacy and intervention, both at home stations and in deployed locations. Uniform training, reporting and disciplinary procedures would be required for each military department, as well as an annual assessment of the effectiveness of the service's policies to prevent and respond to sexual assault and violence. The provision would require an annual report to Congress by the Secretary of Defense on the number of sexual assaults, rapes and other sexual offenses involving military personnel, the number of cases substantiated, a synopsis of disciplinary action taken in substantiated cases, and policies and programs implemented by the Secretary to prevent and respond to sexual assault and violence. 

For the past year, the committee has been engaged in overseeing the Air Force's response to allegations of sexual misconduct and abusive treatment of female cadets at the Air Force Academy. The Department of Defense Inspector General continues to evaluate the Air Force Academy's disposition of cases and investigate the actions of previous Academy and Air Force leaders for the purpose of establishing accountability. The history of this problem, underscored by the findings of the 

Panel to Review Sexual Misconduct Allegations at the U.S. Air Force Academy headed by former Congresswoman Tillie K. Fowler, raised serious issues about the institutional acceptance of women at the Air Force Academy and the Academy's ability to provide an appropriate environment for both male and female cadets. 

Similar concerns have been raised in recent months regarding women on Active-Duty in the Armed Forces stemming from the manner in which complaints of rape and sexual assault have been handled by commanders. Acknowledgment by the Army of over 80 complaints of rape or sexual assault against female soldiers in connection with Operation Iraqi Freedom and by the Air Force of scores of such cases in the Air Force training command and in various units in the Air Force's Pacific Command have demonstrated that this problem, at a minimum, is widespread and poorly understood, and that corrective action must be taken. 

On February 25, 2004, the Subcommittee on Personnel conducted a hearing on policies and programs for preventing and responding to incidents of sexual assault in the armed services. The Under Secretary of Defense for Personnel and Readiness and the vice chiefs of each of the services testified. The Subcommittee heard testimony about the Department's newly formed Task Force on Care for Victims of Sexual Assault. The subcommittee received assurances that women in uniform will be protected, that allegations will be investigated and perpetrators of offenses prosecuted, and that commanders will be assisted in understanding how to respond to the needs of victims. 

The committee recognizes that incidents of sexual assault require competent responses from law enforcement, medical, legal, and victim advocate personnel. Superiors and peers in the chain of command must be informed and trained how to respond to incidents of sexual assaults. Officers in command must be prepared, and supported, with necessary resources to enable them to take appropriate measures to ensure that victims' needs are addressed, accused's rights under the Uniform Code of Military Justice are protected, and that cases are timely investigated and resolved. The committee reiterates its view that a `zero tolerance' policy is the only appropriate standard for services to adopt with respect to incidents of sexual assault. 

The committee looks forward to the report of the DoD Task Force and to the initiatives that the services will implement. Each service must establish a program that will ensure trained advocates for victims of rape and sexual assault are readily available at the unit level to assist victims and also in advising command leadership about what steps should be taken. At the subcommittee hearing, testimony concerning the Navy's Sexual Assault Victim Intervention (SAVI) program was received. The committee believes that this is an excellent model that all the services should emulate. 

The committee commends the work of community-based advocates such as the Miles Foundation, which have provided assistance to military victims of sexual assault and courageous individuals who have come forward with their personal experiences in the hope of eliminating sexual assault and violence from the military. The committee extends its gratitude to organizations and individuals who have helped focus attention on this serious problem. 

SUBTITLE H--OTHER MATTERS p. 334
Accession of persons with specialized skills (sec. 571) 

The committee recommends a provision that would amend section 651 of title 10, United States Code, to permit the service secretaries to establish an alternate minimum military service obligation for persons accessed into the Armed Forces who have unique skills acquired in a civilian occupation, such as engineers, scientists, and information technology professionals. The current mandatory initial service obligation, ranging from six to eight years, may discourage qualified individuals with these skills from serving in the military. This provision would permit a flexible, alternative period of obligated service that the service secretaries consider appropriate to meet the needs of the Armed Forces. 

This provision would also amend section 671 of title 10, United States Code, to permit the service secretaries to establish expedited basic training requirements for certain individuals, such as linguists, engineers, scientists, information technology professionals, and other professionals from very specialized or highly technical fields. Expedited training in some cases may be necessary to allow the Department of Defense to meet exigent mission requirements. The committee expects the Department to ensure that the type, level, and duration of the training needed to prepare recruits who possess critical skills are sufficient to fulfill their responsibilities. 

TITLE VI--COMPENSATION AND OTHER PERSONNEL BENEFITS p. 339

TITLE VII--HEALTH CARE p. 345
TITLE VIII--ACQUISITION POLICY, ACQUISITION MANAGEMENT, AND RELATED MATTERS

SUBTITLE A--ACQUISITION POLICY AND MANAGEMENT p. 353

Responsibilities of acquisition executives and chief information officers under the Clinger-Cohen Act (sec. 801) 

The committee recommends a provision that would clarify responsibility within the Department of Defense for applying the requirements of the Clinger-Cohen Act (as codified in chapter 113 of title 40, United States Code) to equipment determined by the Secretary of Defense to be an integral part of a weapon or weapon system. This provision would provide senior acquisition officials in the Department of Defense the flexibility to establish effective information technology management policies and to alter these policies as necessary to take advantage of rapidly changing information technologies in weapons and weapon systems. 

Under this provision, Clinger-Cohen Act requirements for capital planning, investment control, and performance and results-based management processes would continue to apply to weapons and weapon systems. However, these requirements would be administered by the senior acquisition executives of the three military services, overseen by a board of senior acquisition officials. The board would be chaired by the Under Secretary of Defense for Acquisition, Technology and Logistics, and would include the three service acquisition executives and the Chief Information Officer (CIO). 

The provision would recognize that the Under Secretary of Defense for Acquisition, Technology, and Logistics and the service acquisition executives, with overall responsibility for the acquisition of weapons and weapon systems, are best able to develop and implement information technology policies for such weapons and weapon systems. The CIO would be included on the board to ensure that the policies implemented by the board are consistent with the Department's overall approach to information technology issues. In addition to implementing responsibilities under the Clinger-Cohen Act, the board would be responsible for ensuring effective spectrum availability, interoperability, information security, evolutionary and spiral development, and implementation of software development policies and practices for information technology integral to weapon systems. 

Software-related program costs under major defense acquisition programs (sec. 802) 

The committee recommends a provision that would modify existing quarterly acquisition reports submitted to Congress by the Secretary of Defense to include information on significant changes in the cost, schedule, or performance of the computer software component of each major defense acquisition program (MDAP). 

The committee notes that the General Accounting Office (GAO) report entitled `Stronger Management Practices Are Needed to Improve DOD's Software-Intensive Weapon Acquisitions', dated March 2004, concludes that software has become a critical component of Department of Defense's weapon systems, and that in fiscal year 2003 alone, the Department might have spent as much as $8.0 billion to rework software because of quality-related issues. The committee also notes that many MDAPs, including the F-22 fighter jet, the Space-based Infrared Satellite System, and the Comanche helicopter have experienced significant cost overruns and schedule slips where software problems were a contributing factor. The GAO report recommends that the Secretary adopt controls to improve software acquisition outcomes, including the collection of software-related cost data. The committee concurs with the GAO recommendation, and believes that such software-related cost data also should be provided to Congress to enable more informed oversight of critical national defense activities. 

Internal controls for Department of Defense purchases through GSA Client Support Centers (sec. 803) 

The committee recommends a provision that would prohibit Department of Defense officials from placing orders in excess of $100,000 through a Client Support Center (CSC) of the Federal Technology Service of the General Services Administration (GSA) until the Department Inspector General (IG) in consultation with the GSA Inspector General determines that the CSC has in place the policies, procedures, and internal controls necessary to ensure compliance with requirements of law and regulation. 

On January 8, 2004, the GSA IG reported a pervasive problem of improper task order and contract awards by the CSC's. The GSA IG reported that: 

In making these awards, CSC officials breached Government procurement laws and regulations, and on a number of occasions, processed procurement transactions for goods and services through the Information Technology Fund that were well outside the fund's legislatively authorized purposes. Inappropriate contracting practices included: improper sole source awards, misuse of small business contracts, allowing work outside the contract scope, improper order modifications, frequent inappropriate use of time and materials task orders, and not enforcing contract provisions. Although their authority is restricted to acquiring information technology equipment, software and related services, we identified CSCs making procurements for such things as: floating marine barriers; construction of classrooms and office buildings; and pathogen detection devices and services. In making several of these awards, millions of dollars were wasted by compensating the contractors for doing little more than placing orders with other favored contractors to do the actual work. Competition, or otherwise permitting vendors a fair opportunity to be considered, was absent from many of the transactions examined. 

The GSA IG attributed these problems to an ineffective system of internal management controls and a culture that has emphasized revenue growth over adherence to proper procurement procedures. Because orders from Department customers provided 85 percent of the CSC's $5.8 billion of revenues in fiscal year 2003, the committee recommends a provision that would prohibit 

Department officials from placing additional orders until these problems have been addressed. 

Defense commercial satellite services procurement process (sec. 804) 

The committee recommends a provision that would require the Secretary of Defense to review alternative mechanisms for procuring commercial satellite services, and provide guidance to the Director of the Defense Information Services Agency and the secretaries of the military departments on how such procurements should be conducted. 

SUBTITLE B--GENERAL CONTRACTING AUTHORITIES, PROCEDURES, AND LIMITATIONS, AND OTHER MATTERS p. 355
Increased thresholds for applicability of certain requirements (sec. 811) 

The committee recommends a provision that would: (1) raise from $50.0 million to $75.0 million the threshold in section 2304(f)(1)(B)(iii), title 10, United States Code, for requiring approval of the senior procurement executive of an agency to award contracts under other than competitive procedures; and (2) increase from $500,000 to $1.0 million the threshold in section 2416(d), title 10, United States Code, at which contractors must provide to cooperative agreement holders a listing of the names and contact information of each contractor employee who has authority to enter into contracts, including subcontracts. The new thresholds are designed to ease administrative burdens, while adjusting the originally enacted thresholds for inflation. 

Period for multiyear task and delivery order contract (sec. 812) 

The committee recommends a provision that would amend section 2304a(f) of title 10, United States Code, to clarify that the limitation of the period of time for which task and delivery order contracts may be awarded does not cover options. The provision limits the award of options to no more than three years, unless the head of an agency determines in writing that exceptional circumstances necessitate a longer contract period. 

Submission of cost or pricing data on noncommercial modifications of commercial items (sec. 813) 

The committee recommends a provision that would require contractors to submit cost or pricing data on noncommercial modifications to commercial items. 

The Department of Defense Inspector General's (IG) March 29, 2004 report, `Acquisition of the Boeing KC-767A Tanker Aircraft,' (D-2004-064) states that less than one-third of the dollar value of the contract negotiated by the Air Force was for the `green' commercial aircraft, with the balance covering development costs, noncommercial modifications, logistics support, training, and lease costs. The IG concluded that the noncommercial modifications to the aircraft (including development costs) were so extensive that the program did not meet the statutory definition of a commercial item. 

The entire tanker lease program was treated as a commercial acquisition, leaving the Air Force without access to cost or pricing data even for development costs, noncommercial modifications, training, and logistics support. As a result, the IG found that the Air Force did not have the data that it needed to ensure that Boeing's prices were fair and reasonable. For example, the Air Force relied upon information provided to the Italian government to assess the reasonableness of development costs; relied upon the prices of unrelated modifications to other aircraft to assess the reasonableness of modification costs; and relied upon internal Air Force brochures from other aircraft programs to assess the reasonableness of logistics support costs. 

The committee believes that the Department needs much better information to protect the interest of the taxpayers in assessing the price reasonableness of non commercial modifications to commercial items. Under the provision recommended by the committee, contractors would be required to provide cost or pricing data with regard to noncommercial modifications to commercial items, if the modifications are expected to cost in excess of $500,000. This is the same information that the contractors would be required to provide if the modifications were acquired under separate contracts. 

The provision recommended by the committee would not require the contractor to provide any additional information on the commercial part of the contract. Exceptions to the requirement to provide cost or pricing data based on adequate price competition or exceptional circumstances would remain unchanged. 

Delegations of authority to make determinations relating to payment of defense contractors for business restructuring costs (sec. 814) 

The committee recommends a provision that would permit the Secretary of Defense to delegate below the level of an Assistant Secretary of Defense the authority to pay defense contractors for restructuring costs associated with business combinations in cases where the amount of restructuring costs over a five year period is expected to be under $25.0 million. In no case can this authority be delegated below the Director of the Defense Contract Management Agency. 

Limitation regarding service charges imposed for defense procurements made through contracts of other agencies (sec. 815) 

The committee recommends a provision that would prohibit the Department of Defense from paying more than a one percent service charge for using other agency contracts to purchase goods and services. In fiscal year 2002, the Department of Defense purchased over $12 billion of goods and services off of other U.S. government agency contracts. While most of these agencies charge the Department less than a one percent fee to use these contracts, the committee is concerned that the Department continues to pay up to six percent for the use of some of these contracts. In many cases, the personnel of other departments and agencies have considerably less expertise in procurement in general and in the specific products and services to be acquired, than Department personnel. The committee finds it unacceptable that the Department would pay an excessive fee to another government agency for a service that the Department is more qualified to provide. 

SUBTITLE C--EXTENSIONS OF TEMPORARY PROGRAM AUTHORITIES p. 357
Extension of contract goal for small disadvantaged business and certain institutions of higher education (sec. 831) 

The committee recommends a provision that would extend section 2323 of title 10, United States Code, for three years. Section 2323 establishes a five percent goal for Department of Defense contracting with small disadvantaged businesses and certain institutions of higher education. 

Extension of test program for negotiation of comprehensive small business subcontracting plans (sec. 833) 

The committee recommends a provision that would extend for five years the test program for negotiation of comprehensive small business subcontracting plans established by section 834 of the National Defense Authorization Act for Fiscal Years 1990 and 1991. Under the test program, prime contractors may submit a plan designed to provide the maximum subcontracting opportunity for small, disadvantaged, and women-owned small business concerns that covers all anticipated contracts on a plant, division, or corporate basis, rather than for each Federal contract and subcontract of $500,000 or more ($1.0 million) in the case of construction contracts) awarded as required under section 8(d) of the Small Business Act. 

SUBTITLE D--INDUSTRIAL BASE MATTERS p. 358
Commission on the future of the national technology and industrial base (sec. 841) 

The committee recommends a provision that would require the President to establish a commission to assess the future of the national technology and industrial base as defined by section 2500 of title 10, United States Code. The commission would study the issues associated with the future of the national technology and industrial base in the global economy, particularly in relationship to U.S. national security, and assess the future ability of the national technology and industrial base to meet the objectives set forth in section 2501 of title 10, United States Code. 

In the committee's view, much of the disagreement over the current direction of policies for the national technology and industrial base serving national defense stems from the lack of a comprehensive understanding about what is taking place within the base especially at the lower tiers. The committee believes that such an analysis is necessary, but will require several years to complete to be meaningful as a foundation for future public policy. 

The provision establishing the commission is intended to result in a detailed evaluation of the state of the base and a set of recommendations for the future, which is not limited by any narrow interest or point of view. The terms of reference for the commission should ensure that issues such as trade considerations, foreign policy, commercial technology access, program acquisition costs, and foreign source dependency are considered in a full and balanced fashion in the development of the commission's recommendations. 

Conforming standard for waiver of domestic source or content requirements (sec. 842) 

The committee recommends a provision that would provide the Secretary of Defense the authority to waive the application of statutory domestic source requirements and domestic content requirements, provided that: (1) the application of the requirements would impede the reciprocal procurement of defense items under a Memorandum of Understanding between the United States and another country; and (2) the other country does not discriminate against items produced in the United States to a greater degree than the United States discriminates against items produced in that country. The proposed waiver is identical to the standard previously adopted by the Congress for products covered by the domestic content restrictions in section 2534 of title 10, United States Code. 

Consistency with United States obligations under trade agreements (sec. 843) 

The committee recommends a provision that would require that no provision of this Act, or any amendment made by this Act, shall apply if the Secretary of Defense, in consultation with the Secretary of Commerce, the U.S. Trade Representative, and the Secretary of State, determines that the application of the provision would be inconsistent with international trade agreements of the United States. An identical provision was included in the National Defense Authorization Act for Fiscal Year 2004. 

SUBTITLE E--DEFENSE ACQUISITION AND SUPPORT WORKFORCE p. 359
Limitation and reinvestment authority relating to reduction of the defense acquisition and support workforce (sec. 851) 

The committee recommends a provision that would establish a moratorium on further cuts in the acquisition workforce for three years. The Secretary of Defense would be given the flexibility under this provision to realign positions in the acquisition workforce to reinvest in higher priority acquisition positions, and to increase the acquisition workforce by 15 percent. The provision would also require the Secretary of Defense to conduct a strategic assessment and develop a human resources strategic plan for the defense acquisition and support workforce. 

More than a decade of downsizing has left the Department of Defense with a smaller workforce that is rapidly approaching retirement. Additional workforce reductions would increase the risk identified in a February 2000 report by the Department Inspector General (IG), `DOD Acquisition Workforce Reductions: Trends and Impacts', which noted the following impacts from acquisition workforce reductions: (1) increased backlog in closing out contracts; (2) increased program costs due to contracted vice in-house technical support; (3) insufficient personnel to fill in for employees on deployment; (4) insufficient staff to manage requirements; (5) reduced scrutiny and timeliness in reviewing acquisition actions; (6) difficulty in retaining personnel; (7) skill imbalances; and (8) lost opportunities to develop cost saving initiatives. In addition, the Department IG, in the second Semiannual Report to the Congress for Fiscal Year 2002, states that reductions in personnel and funds are adversely affecting the Department's quality assurance programs. In a May 2001 report, the IG concluded that shortages of staffing were one of the key factors leading to poor pricing analysis and the inappropriate use of waivers in a significant number of contracts. 

As the Comptroller General pointed out in a May 2003 letter to the chairman of the Readiness and Management Support Subcommittee, Committee on Armed Services of the Senate, the Department's contract management remains a high-risk area. The Comptroller General explained the linkage between the Department's contracting problems and human capital issues as follows: 

Between fiscal years 1990 and 2001, the [DOD] acquisition workforce was reduced significantly--by more than 50 percent. At the same time, DOD's contracting workload increased by 12 percent. As we reported last month, governmentwide reductions in the acquisition workforce along with a number of procurement reforms--including an increased reliance on services provided by commercial firms, changes to federal acquisition processes, and the introduction or expansion of alternative contracting approaches--have placed unprecedented demands on the federal acquisition workforce. Underlying these challenges is DOD's need to address serious imbalances in the skills of its remaining workforce and the potential loss of highly specialized knowledge as its procurement specialists retire. 

Defense acquisition workforce improvements (sec. 852) 

The committee recommends a provision to amend the Defense Acquisition Workforce Improvement Act (DAWIA), chapter 87 of title 10, United States Code to: 1) conform the provisions of DAWIA to the new National Security Personnel System; 2) reestablish the ability to recoup scholarship funds should a participant not fulfill the agreement; and 3) add the position of Deputy Program Manager to the list of critical acquisition positions for which the Secretary of Defense may establish different minimum standards. 

SUBTITLE F--OTHER MATTERS p. 360
Inapplicability of certain fiscal laws to settlements under special temporary contract closeout authority (sec. 861) 

The committee recommends a provision that would clarify the authority to settle financial accounts for old contracts that have unreconciled balances of less than $100,000 under section 804 of the National Defense Authorization Act for Fiscal Year 2004. 

Section 804 was intended to enable the Department of Defense to settle contracts in certain cases where the time and effort required to determine the cause of an out-of-balance condition is disproportionate to the amount of the discrepancy. Unfortunately, the Department has indicated that it is currently unable to use the authority of section 804 because of certain other requirements in title 31, United States Code, that continue to apply. The provision recommended by the committee would authorize the Secretary of Defense to waive certain provisions of title 31 for the purpose of settling financial accounts under section 804. 

Demonstration program on expanded use of Reserves to perform developmental testing, new equipment training, and related activities (sec. 862) 

The committee recommends a provision that would authorize the Secretary of the Army to carry out a demonstration program through September 2009 on the assignment of members of Reserve components to perform test, evaluation, and related activities for acquisition programs. Under this authority, funds available to the Army for an acquisition program may be transferred to a Reserve component military personnel account in the amount necessary to reimburse that account for costs for military pay and allowances of reservists participating in this program. 

Relying on soldiers to perform developmental testing could prove beneficial in providing soldier feedback earlier in the development cycle, enabling program managers to identify potential problems and required engineering changes sooner, reducing cost increases and fielding delays, and giving soldiers hands on experience in new and emerging systems. 

Use of multiyear research, development, testing, and evaluation funds and procurement funds to reimburse the pay, allowances, and expenses of Reserve component members could prove to be a practical and efficient means to achieve the benefits of soldier involvement in testing and evaluation functions. Not more than $10.0 million may be transferred under this provision during any fiscal year of the demonstration program. 

Applicability of competition exceptions to eligibility of National Guard for financial assistance for performance of additional duties (sec. 863) 

The committee recommends a provision that would clarify that exceptions to competition requirements provided in the Competition in Contracting Act, section 2304 of title 10, United States Code, apply to support activities provided by the Army National Guard under the authority of section 113(b) of title 32, United States Code. 

Management plan for contractor security personnel (sec. 864) 

The committee recommends a provision that would require the Secretary of Defense to develop policies and procedures for the management and oversight of contractor security personnel in areas where the Armed Forces are engaged in military operations. 

The brutal murder of four private security contractors in Fallujah, Iraq at the end of March 2003 focused the nation's attention on the extraordinary risks faced by contractor employees in Iraq. It has been reported that as many as 50 civilian contractor employees have been killed in Iraq in the 

last year, with hundreds more wounded and some held hostage. The committee believes that the safety of American civilians, as well as the safety of civilians from other nations working in conjunction with the Coalition Provisional Authority (CPA), should be a high priority for coalition forces in Iraq. 

At the same time, events in Iraq have raised concerns about the growing reliance of the CPA on private security contractors, not only to protect contractor activities, but to protect coalition facilities and critical military supplies. The committee understands that there are currently as many as 20,000 private security contractor employees in Iraq and that this number could more than triple over the next several months. In light of the growing threat to American civilians in Iraq and the role played by security contractors in addressing that threat, it is critical that security contractor employees be appropriately trained and vetted, adequately equipped and supported, knowledgeable of threat conditions, and provided with clear and enforceable rules of engagement. 

The committee is also concerned by reports of the rising cost of providing contractor security in Iraq. The CPA Inspector General has stated security costs on contracts for the reconstruction of Iraq may now be running as high as 25 percent of the dollar value of the contracts. In addition, the committee understands that contractors are now paying from eight percent to 25 percent of their payroll for insurance. If these reports are true, the combined cost of security and insurance threaten to drain much of the funding intended for reconstruction of the country. 

The provision recommended by the committee would address these issues by requiring the Secretary of Defense to develop and submit to Congress a plan for the management and oversight of contractor security personnel in areas of active military operations. The Secretary would be required to set forth policies and procedures applicable to contractor security personnel in potentially hazardous areas, the coordination of contractor security efforts with military activities, including appropriate sharing of information and emergency response measures, and any other matters he deems appropriate to adequately address prudent employment of contractor security elements in theaters of active military operations. 

Accreditation study of commercial off-the-shelf processes for evaluating information technology products and services (sec. 866) 

The committee recommends a provision that would require the Secretary of Defense to carry out a study of commercial off-the-shelf processes available to measure the quality of information technology, and to determine whether to accredit such a process for use in procurements of information technology and related services throughout the Department of Defense. 

The committee understands that the Department has used a process developed by the Software Engineering Institute of Carnegie Mellon University, known as `Capability Maturity Model integration' (CMMI) to measure the quality of information technology. However, this process has not been used consistently across the Department. The provision recommended by the committee would require the Secretary to review the potential benefits of using CMMI, or any other commercial off-the-shelf process for measuring the quality of information technology, on a consistent basis across the Department. 

Inapplicability of Randolph-Sheppard Act to military dining facilities (sec. 867) 

The committee recommends a provision that would clarify the coverage of military dining facilities under the Randolph-Sheppard Act (section 107(e)(7) of title 20, United States Code). The provision would authorize the continued award of contracts for the operation of such facilities to the blind and severely disabled under the Javits-Wagner-O'Day Act (41 U.S.C. section 48). 

ITEMS OF SPECIAL INTEREST p. 363
Department of Defense's use of advisory committees, such as the Defense Policy Board Advisory Committee and the Defense Science Board 

The Defense Policy Board Advisory Committee (DPB) and the Defense Science Board (DSB) are two of the most influential advisory committees in the Department of Defense. Together, they include more than 80 members who advise the Secretary of Defense, Deputy Secretary of Defense, Under Secretary of Defense for Policy, Under Secretary of Defense for Acquisition, Technology, and Logistics, and the Chairman of the Joint Chiefs of Staff. Many DPB and DSB members are employed by or have a financial 

interest in defense industry companies or related entities. This raises concerns about the potential that board members could impact Department policies on matters of interest to their employers. 

In the course of the Senate Armed Services Committee's investigation and hearings regarding the U.S. Air Force proposal to lease 100 Boeing 767 tanker aircraft, the committee obtained information suggesting that the contractor sought to have a number of board members lobby senior Department officials on its behalf. Because the Department has not yet made available documents requested by the committee, the committee is not yet in a position to assess the results of this effort. 

Given the committee's serious concerns regarding potential conflicts of interest of DPB and DSB members, the Inspector General of the Department is directed to examine whether the policies and procedures of the DPB and DSB, including the number of waivers, exemptions, and recusals that have been filed by board members, are adequate to sufficiently insulate its members from advising on programmatic decisions that may benefit defense contractors and/or organizations with which DPB and DSB members may have a direct or indirect financial interest. In addition, the Inspector General shall make recommendations to ensure that the DPB and DSB policies and procedures adequately preclude the appearance of any conflict of interest by the board members and do not permit board members with such conflicts to directly impact government procurement and related policies. Such recommendations shall include consideration of reducing the number of board members, imposing term limits on board members, implementing transparent procedures and public oversight mechanisms (including public board meetings), tightening requirements regarding filing of financial and other disclosure statements (including making such documents available to the public), and disallowing any exemptions or waivers for DPB and DSB members regarding matters that may impact their defense industry employers and clients, directly or indirectly. The Inspector General shall submit a report on his findings and recommendations to reform Board policies and procedures by March 15, 2005, to the Committees on Armed Services of the Senate and the House of Representatives. 

Implementation of section 8002 of the Federal Acquisition Streamlining Act of 1994 

The committee is aware of concerns about the implementation of section 8002 of the Federal Acquisition Streamlining Act of 1994 (FASA). Section 8002 requires that contracts for the acquisition of commercial items contain, to the maximum extent practicable, only those contract clauses that are: (A) required by law or executive order; or (B) consistent with standard commercial practice. This requirement has been implemented through Part 12.3 of the Federal Acquisition Regulation (FAR). 

The committee urges the Department of Defense to review its training on contracting for commercial items and take appropriate steps to ensure that the Department's contract officials comply with the requirements of section 8002 of FASA and Part 12.3 of the FAR. 

Lean manufacturing 

The committee is concerned that long cycle times and increasing costs for new platforms could compel the military services to retain older, legacy platforms beyond scheduled retirement, procure additional numbers of existing platforms, or reduce force structure. 

The Department's adoption of spiral development strategies should help in fielding new platforms sooner, with block upgrades to improve capabilities. However, spiral development alone is unlikely to fully address the problems of long cycle times and increasing production costs. 

For this reason, the committee urges the Department to place greater emphasis on lean manufacturing technologies and processes, and to consider experimentation with the wholesale adoption of such technologies and processes across the spectrum of an entire acquisition program. In particular, the Department should consider the potential of incorporating lean manufacturing technologies and processes to reduce total ownership cost beginning with concept development and continuing through developmental testing for an acquisition program. The committee directs the Department to assess the feasibility of establishing demonstration programs for this purpose. The committee understands that the Air Force Research Laboratory has already worked with lean manufacturing technologies to reduce total ownership cost on certain projects. 

The committee directs the Department to report to the congressional defense committees by February 15, 2005 on its plans to increase the emphasis placed on lean manufacturing technologies and processes in acquisition programs, and the potential for broader application of such technologies and processes throughout the Department. 

Management of contracts for services by the military departments 

Section 801 of the National Defense Authorization Act for Fiscal Year 2002 requires each of the military departments to establish a management structure for the procurement of services comparable to the structure already in place for the procurement of products by the Department of Defense. Section 801 also requires each department to designate an official to be responsible for the management of the procurement of services. 

The committee understands that the Air Force has established a Program Executive Officer (PEO) for Services, who has the responsibility for handling all services' acquisitions in excess of $100.0 million. The committee also understands that the Air Force has established a management structure for smaller acquisitions. Both the PEO and the management structure are designed to provide a central focus on services' acquisition, and to ensure that the Air Force makes full use of preferred contract vehicles, such as performance-based contracts. 

The committee urges the other military departments to review the management structure established by the Air Force to implement the requirements of section 801, and to strongly consider establishing similar structures. 

Periodic Inspector General audits of undefinitized contract actions 

At the request of the Department of Defense, the committee reviewed section 908 of the Defense Acquisition Improvement Act of 1986 (Public Law 99-500), as contained in section 101(c) (10 U.S.C. 2326 note), to determine whether the required audits were unneeded or burdensome. The committee is of the view that this provision, which requires that the Department Inspector General (IG) conduct `periodic' audits of undefinitized contract actions, gives the IG broad discretion to determine both the appropriate scope of such audits and when they are required. 

At the same time, undefinitized contract actions remain a valid concern. Cost-type contracts or task orders that have not been definitized provide contractors little incentive to control costs. In this regard, the committee has learned that the process of definitizing contract actions for the reconstruction of Iraq has been extremely slow, leaving the Department vulnerable to escalating costs. The committee directs the IG to exercise its discretion under section 908 to audit and report on this category of undefinitized contract actions. 

Prohibition on fees for bidding on government contracts and subcontracts 

The committee has learned that some prime contractors on defense contracts are using online bidding services and reverse auctions to award subcontracts. Some of these services require bidders to pay fees which can be substantial. In one case, an online bidding service charges up to two percent of the bid amount and insists that the full amount be paid before the subcontract could be awarded. 

The committee believes that defense contractors should have broad leeway to make use of commercial practices, including online bidding services and reverse auctions to award their subcontracts. However, the committee is concerned that a practice of charging substantial participation fees to bidders on subcontracts could unnecessarily limit access to government contracts and discourage small businesses from bidding. 

Reasonable costs incurred by a prime contractor in running a purchasing system, including costs of conducting online bidding or reverse auctions, are allowable costs under government contracts. A prime contractor who incurs such costs can seek reimbursement from the government without limiting access or discouraging small business participation in its subcontracts. The committee believes that this is a more appropriate manner to handle such costs. 

Accordingly, the committee directs the Department of Defense to ensure, through the established review process for government-approved purchasing systems, that prime contractors on defense contracts do not charge bidders on subcontracts more than a nominal fee for participation in online bidding services, reverse auctions, and similar processes. 

TITLE IX--DEPARTMENT OF DEFENSE ORGANIZATION AND MANAGEMENT p. 371

SUBTITLE B--OTHER MATTERS
Study of roles and authorities of the Director of Defense Research and Engineering (sec. 911)  p.369

The committee recommends a provision that would require the Secretary of Defense, through the Defense Science Board (DSB), to carry out a study of the roles and authorities of the Director, Defense Research and Engineering (DDRE). The study would examine past and current activities of the Office of the Director, Defense Research and Engineering (ODDRE), and provide an analysis and recommendations for roles, authorities, and resources required to enable the DDRE to effectively perform the required mission. 

Specifically, the DSB study would analyze the relationship of the DDRE to other senior science and technology (S&T) executives, and would review the Director's authority over S&T planning, programming, and budgeting. In addition, the study would review appropriate future roles and authorities for the Director and relationships to: laboratory and technical center management; workforce development; technology transition; technical review of Department of Defense acquisition programs and policies, and other items identified by the Secretary. 

The committee is concerned about the gradual deterioration of the authority and stature of the ODDRE over the last decade. In the past, this position, or its equivalent, played the leading role in planning, programming, and coordinating the research and technology programs of the Department. Historically, the person occupying this position also had considerable budgetary authority to invest in critical defense technologies and significant access to the highest levels of defense leadership. More recently, there are indications that the DDRE plays more of a consultation and liaison role with the services and S&T components and has struggled to raise the profile of S&T priorities with other relevant organizations in the Department, especially within acquisition program offices and the warfighting community. As the Department continues to pursue transformational capabilities, which are heavily dependent on technology, a strong S&T advocate is critical. 

The committee notes that the Department has recently updated the directive that establishes the authorities of the DDRE, including naming the DDRE as the Chief Technology Officer of the Department. However, the committee believes a comprehensive review of the roles and authorities of the position will provide valuable recommendations to ensure the DDRE has the authorities and resources to perform appointed missions. 

Directors of small business programs (sec. 912) 

The committee recommends a provision that would change the title of the Department of Defense's `Office of Small and Disadvantaged Business Utilization' to the `Office of Small Business Programs' to more clearly represent the office's span of authority. The name would not reflect a change in emphasis or support for `disadvantaged' businesses, but rather would clarify that the Office of Small Business Programs has the full range of authority over many other Small Business Programs that presently are not reflected in the office's title. The new title would capture the overarching nature of the program, which encompasses the small disadvantaged business, service-disabled veteran-owned small business, qualified historically underutilized business zone (HUBZone) small business, women-owned small business, and the very small business programs. 

TITLE X--GENERAL PROVISIONS p. 371
SUBTITLE A--FINANCIAL MATTERS
Transfer authority (sec. 1001) 

The committee recommends a provision that would provide for the transfer of funds authorized in Division A of this Act to unforeseen higher priority needs in accordance with normal reprogramming procedures. Additionally, in recognizing the need to provide the Secretary of Defense with the necessary flexibility to manage the Department of Defense, the provision increases the transfer authority limitation to $3.0 billion. 

Reduction in overall authorization due to inflation savings (sec. 1003) 

The committee recommends a provision that would reduce the amount authorized to be appropriated to the Department of Defense by $1.7 billion to reflect the reduced inflation estimates in the Congressional Budget Office's annual review of the budget. The Department assumed an inflation rate of 1.5 percent in building its fiscal year 2005 budget submission. However, the Congressional Budget Office, in `The Budget and Economic Outlook: Fiscal Years 2005 to 2014', published on January 26, 2004, estimated a 1.1 percent inflation rate. The savings, resulting from lower-than-expected inflation for fiscal year 2005, is $1.7 billion. 

Defense business systems investment management (sec. 1004) 

The committee recommends a provision that would require the Department of Defense to develop a comprehensive architecture for all business systems of the Department. The provision would also prohibit significant investments in new business systems or upgrades to existing business systems that would be inconsistent with the new architecture. 

This provision would update and replace section 1004 of the Bob Stump National Defense Authorization Act for Fiscal Year 2003, which included similar requirements. The committee is disappointed that despite an ambitious agenda announced more than two years ago, the Department does not have a working blueprint for new business systems, has not started to field new systems based on such a roadmap, and does not have an effective system in place to control and coordinate investments in business systems by individual Department organizations. 

The committee believes that the comprehensive reform of the Department's business systems is essential to provide the Department's leadership with timely, accurate financial information on which sound business decisions can be based. Successful reform will only be possible if a reform process is institutionalized, so that it will carry on from one administration to the next. 

The provision recommended by the committee seeks to institutionalize the reform process by updating and strengthening section 1004 in several respects. 

First, the new provision would clarify that architecture requirements and investment controls apply to all `defense business systems' and not just `financial systems'. Defense business systems are defined to include any information system operated by, for, or on behalf of the Department to support business activities such as acquisition, financial management, logistics, strategic planning and budgeting, installations and environment, and human resources management. 

Second, the new provision would specify that the new defense business enterprise architecture must cover not only systems, but also functions and activities supported by such systems, and must be sufficiently defined to effectively guide, constrain, and permit implementation of business system solutions. 

Third, the new provision would establish a more effective system for controlling investments by: (1) streamlining requirements for the certification of new investments; (2) providing that an investment in an uncertified business system is a violation of the Anti-Deficiency Act, as codified in section 1341 of title 31, United States Code; (3) adopting the `domain' system developed by the Department, under which responsibility for specific categories of business systems is assigned to the appropriate Under Secretary or Assistant Secretary of Defense; and (4) requiring each domain `owner' to establish a process for reviewing defense business system investments. 

Fourth, the new provision would require the Department to submit an annual budget exhibit providing detailed information on defense business systems expenditures. 

Fifth, the new provision would establish a Defense Business System Management Committee to provide oversight and policy guidance over the business systems modernization process. 

Finally, the new provision would streamline reporting requirements included in the superceded provision. 

SUBTITLE B--NAVAL VESSELS AND SHIPYARDS p. 373
Exchange and sale of obsolete Navy service craft and boats (sec. 1011) *SEA-PEO FY05 proposal
The committee recommends a provision that would allow the Secretary of the Navy to use the retained proceeds from the sale of obsolete Navy service craft and boats to pay for the preparation of obsolete service craft and boats for sale or exchange. 

Existing law allows the Department of the Navy to use proceeds from the sale of obsolete Navy service craft and boats to purchase replacements, but not for the costly process of preparing service craft or boats for sale or exchange. This preparation includes costs for towing, storage, defueling, removal and disposal of hazardous wastes, and environmental surveys to determine the presence of regulated polychlorinated biphenyl (PCB) containing materials. If PCBs are found, it would include the costs of the removal and disposal of regulated PCB-containing materials. 

This provision would facilitate and accelerate the disposal of obsolete service craft and boats. 

Limitation on disposal of obsolete naval vessel (sec. 1012) 

The committee recommends a provision that would restrict the Secretary of the Navy from disposing of the decommissioned destroyer ex-Edson (DD-946), until October 1, 2007, to an entity that is not a nonprofit organization. This restriction would not apply if the Secretary first determines that no nonprofit organization meets the criteria for donation of that vessel under section 7306(a)(3) of title 10, United States Code. 

Award of contracts for ship dismantling on net cost basis (sec. 1013) *SEA-PEO FY05 proposal
The committee recommends a provision that would allow the Secretary of the Navy to accept competitive bids for domestic warship dismantling contracts based on a net cost basis, that is, the estimated cost of performance of the contract minus the estimated value of the scrap and reusable equipment. Under existing law, the Department of the Navy cannot award contracts based on the estimated value of the sale of the scrap and reusable equipment. This provision would encourage contractors to employ scrap processing and sale methods that result in a lower overall cost to the government. 

SUBTITLE E – DEFENSE AGAINST TERRORISM p. 376
Survivability of critical systems exposed to chemical or biological contamination (sec. 1043) 

The committee recommends a provision that would direct the Secretary of Defense to submit a plan to the congressional defense committees that describes the Department of Defense's systematic approach for ensuring the survivability of defense critical systems exposed to chemical or biological contamination. At a minimum, the plan should include: (1) policies for ensuring that the survivability of defense critical systems in the event of chemical or biological agent contamination is adequately addressed throughout the Department; (2) a systematic mechanism for identifying those systems that are defense critical systems; (3) specific testing procedures to be used during the design and development of new defense critical systems; and (4) an up-to-date central database that contains comprehensive information on the effects of chemical and biological agents and decontaminates on materials used in defense critical systems and is easily accessible to personnel who have duties to ensure the survivability of defense critical systems upon contamination of such systems by chemical and biological agents. 

The committee agrees with the Department's assessment that it is increasingly likely that an adversary will use chemical or biological weapons against U.S. forces to degrade superior U.S. conventional warfare capabilities, placing servicemembers' lives and effective military operations at risk. As the Department moves to transform its weapons systems, it is essential to ensure that new systems deemed defense critical be able to withstand chemical and biological attacks. 

In addition, the committee directs the General Accounting Office to evaluate the plan to ensure that it is actionable, and provide comments to the congressional defense committees within 180 days of the Department's submission of the plan. 

SUBTITLE F--MATTERS RELATING TO OTHER NATIONS p. 378
Humanitarian assistance for the detection and clearance of landmines and explosive remnants of war (sec. 1051) 

The committee recommends a provision that would add a new section to chapter 20 of title 10, United States Code, to authorize the Secretary of Defense to provide military training, education, and technical assistance to foreign nations for the purpose of detecting and clearing landmines or other explosive remnants of war. 

The provision recommended by the committee would clarify existing law by separating authority to conduct humanitarian mine clearing actions from the authority to conduct humanitarian and civic assistance. The provision would also permit the Department of Defense to provide training and assistance in the detection and clearance of unexploded and unexpended ordnance, or explosive remnants of war, in addition to landmines. 

The provision would prohibit direct involvement of U.S. military personnel in actual detection and clearance activities, unless part of an authorized U.S. military operation. The provision would also require the Secretary of State to specifically approve assistance to any foreign country and would limit the cost of any equipment, services, and supplies provided to a foreign country in any fiscal year for this purpose to $5.0 million. 

Assignment of NATO naval personnel to submarine safety research and development programs (sec. 1054)  

The committee recommends a provision that would authorize the Secretary of the Navy to accept the assignment under certain conditions of members of North Atlantic Treaty Organization (NATO) navies for work on the development, standardization, or interoperability of submarine vessel safety and rescue systems and procedures. In connection with the establishment of the International Submarine Escape and Rescue Liaison Office within the NATO Command's Submarine Activities Atlantic, specialized training and preparation within U.S. Navy activities is essential to promote international standardization in matters of submarine safety and rescue benefitting both U.S. and foreign navies. The authority in this provision would expire on September 30, 2008. 

SUBTITLE G--OTHER MATTERS p. 380
Technical amendments relating to definitions of general applicability in Title 10, United States 
Licensing of intellectual property (sec. 1064) 

The committee recommends a provision that would authorize the secretaries of the military departments, under regulations prescribed by the Secretary of Defense, to license trademarks, service marks, certification marks, and collective marks owned or controlled by the Secretary concerned, and to retain fees received from the licensing of such marks. Fees in excess of those necessary to register the marks and operate the licensing program shall be used for morale, welfare, and recreation activities under the jurisdiction of the Secretary concerned. 

There is strong consumer demand for products bearing marks of the armed forces. Authorization of such a licensing program would help prevent misuse or abuse of these marks on merchandise or on the Internet, assist with recruiting and retention by promoting greater public awareness of the armed forces, and provide needed support for morale, welfare, and recreation programs. 

ADDITIONAL MATTERS OF INTEREST
Information technology investments to support effective financial management 

The committee recommends a general reduction of $200.0 million in information technology development modernization for functional area applications in: 

Other Procurement, Army--$22.4 million;

Other Procurement, Navy--$20.9 million;

Other Procurement, Air Force--$13.5 million;

Other Procurement, Defense-wide--$8.9 million;

Research and Development, Army--$18.2 million;

Research and Development, Navy--$15.2 million;

Research and Development, Air Force--$11.5 million;

Research and Development, Defense-wide--$10.5 million;

Defense Health Programs--$14.0 million;

Defense Working Capital Fund Operations--$60.2 million; and Operation and

Maintenance, Defense-wide--$4.7 million.

This reduction is based on the delay in developing the Department of Defense's financial systems architecture and the lack of progress in providing adequate justification for new business information systems investments, and was calculated in the same manner as the reduction taken in the National Defense Authorization Act for Fiscal Year 2004. The committee expects the Department to achieve these reductions by: (1) implementing the requirements of section 1004 of this Act; (2) restricting the development of the Department's business systems until the Department has completed its proposed architecture and transition plan and is in a position to ensure that business system expenditures will be consistent with that architecture and plan; and (3) restricting spending on those programs that do not meet the capital planning and investment control criteria of the Clinger-Cohen Act (40 U.S.C. 1412 and 1422). 

ITEMS OF SPECIAL INTEREST p. 382
Strategy for improving preparedness of military installations for incidents involving weapons of mass destruction 

Section 1402 of the Bob Stump National Defense Authorization Act for Fiscal Year 2003 (Public Law 107-314)required the Department of Defense to develop a comprehensive plan for improving the preparedness of military installations for preventing and responding to terrorist attacks, including attacks involving the use or threat of use of weapons of mass destruction (WMDs). The plan was to include nine elements reflecting a preparedness strategy and performance plan. The Department submitted a report to Congress on September 2, 2003 that addressed the legislative requirement for a plan. 

The committee notes that many initiatives discussed in the plan are not yet fully defined, and organizational roles and responsibilities are changing. Additionally, Chemical, Biological, Radiological, Nuclear and High Explosive (CBRNE) standards and concepts of operations have not been issued; the roles and responsibilities of the Assistant Secretary of Defense, Homeland Defense (ASD/HD), and the Commander, U.S. Northern Command (NORTHCOM), have not been fully defined; and no single integrating organization with the authority and responsibility for all aspects of installation preparedness improvements has been designated. 

The committee expects the Department to take the necessary steps to address these issues in the near future. The committee is particularly concerned about the lack of a designated official responsible for domestic installation force protection integration. The committee believes that the Commander, NORTHCOM, should be responsible for the protection of military installations in the United States. The committee notes that this is in accordance with the Unified Command Plan, which directs that combatant commanders be responsible for force protection within their areas of responsibility. 

TITLE XI--DEPARTMENT OF DEFENSE CIVILIAN PERSONNEL POLICY p. 387
ITEMS OF SPECIAL INTEREST
National Security Personnel System Implementation p. 389

Congress created the Department of Defense National Security Personnel System in the National Defense Authorization Act for Fiscal Year 2004 (Public Law 108-136), and intended that the Secretary of Defense would collaborate fully with the Director, Office of Personnel Management (OPM) in the design of the program. Further, Congress intended that the Secretary of Defense conduct open developmental processes that included all stakeholders, including labor unions, and adhere to the core principles of merit, fairness, and protection for all employees in civil service. 

In March, 2004, the Secretary initiated a strategic review of the implementation of the Department of Defense National Security Personnel System, which resulted in redirection of the Department's initial implementation activities to ensure adherence with the intent of Congress. The Secretary's direction in April, 2004, is consistent with congressional intent that regulations establishing a human resources system, labor relations system, and appellate procedures be agreed to jointly by the Secretary and the Director of OPM, and be issued under procedures outlined by the Administrative Procedures Act, title 5, United States Code. The committee urges the Secretary to pursue a deliberate and inclusive path in implementation of a labor relations system to ensure sufficient experience prior to the committee's consideration of extension of the labor relations system in fiscal year 2009. The committee expects that the Secretary will communicate frequently with Members of Congress, employees, labor unions, and all stakeholders in the implementation of the National Security Personnel System. The committee commends the Secretary for initiating a strategic review and ensuring the necessary redirection of implementation activities. The committee will continuously perform oversight of implementation activities to ensure broad public confidence in the execution of needed improvements to the Department's civil employee system. 

Use of contracted training facilities 

The committee notes that the Department of Defense has existing long-term contracts to provide civilian personnel training. Those contracts guarantee that certain facilities will be available to the Department for its use in support of a variety of training programs. The committee further notes that the Department will incur a significant training requirement as it transitions to the National Security Personnel System (NSPS). Maximizing civilian personnel training for the NSPS within existing contracts would be an efficient use of taxpayer dollars and ease the transition to the new system. To further these goals, the committee directs the Secretary of Defense to report by November 1, 2004, on the Department's plan and schedule for civilian training at existing contract facilities. 

TITLE XII--COOPERATIVE THREAT REDUCTION WITH STATES OF THE FORMER SOVIET UNION p. 391
DIVISION B--MILITARY CONSTRUCTION AUTHORIZATION

TITLE XXII—NAVY p. 421
Summary 

The budget request included authorization of appropriations of $1,060.5 million for military construction and $843.6 million for family housing for the Navy in fiscal year 2005. 

The committee recommends authorization of appropriations of $982.0 million for military construction and $843.6 million for family housing for fiscal year 2005. 

The committee recommends deferring a project to provide facilities for the system development, test, and evaluation of a replacement aircraft for the Presidential Helicopter program at a location not determined by the Navy, based on the announcement by the Navy in March 2004 of an indefinite delay in the selection of the preferred vendor. 

Authorized Navy construction and land acquisition projects (sec. 2201) 

This section contains the list of authorized Navy construction projects for fiscal year 2005. The authorized amounts are listed on an installation-by-installation basis. The state list contained in this report is the binding list of the specific projects authorized at each location. 

Family housing (sec. 2202) 

This section would authorize new construction and planning and design of family housing units for the Navy for fiscal year 2005. It would also authorize funds for facilities that support family housing, including housing management offices and housing maintenance and storage facilities. 

Improvements to military family housing units (sec. 2203) 

This section would authorize improvements to existing Navy and Marine Corps family housing units for fiscal year 2005. 

Authorization of appropriations, Navy (sec. 2204) 

This section would authorize specific appropriations for each line item in the Navy's military construction and family housing budget for fiscal year 2005. This section also provides an overall limit on the amount the Navy may spend on military construction projects. 

Modification of authority to carry out a certain fiscal year 2004 project (sec. 2205) 

The committee recommends a provision that would amend section 2201 of the Military Construction Authorization Act for Fiscal Year 2004 (division B of Public Law 108-136) to increase a project authorization amount at Various Locations, CONUS. 

TITLE XXV--NORTH ATLANTIC TREATY ORGANIZATION SECURITY INVESTMENT PROGRAM p.429

TITLE XXVI--GUARD AND RESERVE FORCES FACILITIES p. 431

TITLE XXVII--EXPIRATION AND EXTENSION OF AUTHORIZATIONS p.433 

Expiration of authorizations and amounts required to be specified by law (sec. 2701) 

This provision would provide that authorizations for military construction projects, repair of real property, land acquisition, family housing projects, contributions to the North Atlantic Treaty Organization infrastructure program, and National Guard and Reserve military construction projects would expire on October 1, 2007, or the date of enactment of an act authorizing funds for military construction for fiscal year 2008, whichever is later. This expiration would not apply to authorizations for projects for which appropriated funds have been obligated before the later of October 1, 2007, or the date of enactment of an act authorizing funding for military construction for fiscal year 2008. 

Extension of authorizations of certain fiscal year 2002 projects (sec. 2702) 

This section would extend the authorizations for certain fiscal year 2002 military construction projects until October 1, 2005, or the date of enactment of an act authorizing funds for military construction for fiscal year 2006, whichever is later. 

Extension of authorizations of certain fiscal year 2001 projects (sec. 2703) 

This provision would extend the authorizations for certain fiscal year 2001 military construction projects until October 1, 2005, or the date of enactment of an act authorizing funds for military construction for fiscal year 2006, whichever is later. 

Effective date (sec. 2704) 

This provision would provide that titles XXI, XXII, XXIII, XXIV, XXV, and XXVI of this Act shall take effect on October 1, 2004, or the date of enactment of this Act, whichever is later. 

TITLE XXVIII--GENERAL PROVISIONS p. 435

SUBTITLE A--MILITARY CONSTRUCTION PROGRAM AND MILITARY FAMILY HOUSING CHANGES
Increase in thresholds for unspecified minor military construction projects (sec. 2801) 

The committee recommends a provision that would amend section 2805(a)(1) of title 10, United States Code, by raising the threshold of the cost of a construction project authorized by this section from $1.5 million to $2.5 million. This provision would also raise the threshold of the cost of a construction project intended solely to correct a deficiency that is life-threatening, health-threatening, or safety-threatening from $3.0 million to $4.0 million. 

Modification of approval and notice requirements for facility repair projects (sec. 2802) 

The committee recommends a provision that would amend section 2811(b) of title 10, United States Code, by raising the threshold of the cost of a construction project requiring approval in advance by a service secretary from $5.0 million to $7.5 million. This provision would also amend a reporting requirement in this section. 

SUBTITLE C--LAND CONVEYANCES p. 437
Land conveyance, Portsmouth, Virginia (sec. 2828) 

The committee recommends a provision that would authorize the Secretary of the Navy to convey, without consideration, to the City of Portsmouth, Virginia, a parcel of real property consisting of approximately one-half acre, known as the Navy YMCA building, for economic revitalization purposes. The property would be conveyed in `as is' condition and the city would pay all costs related to environmental remediation of the parcel. The provision would also authorize the Secretary of the Navy to receive reimbursement from the city for all administrative costs incurred to carry out the conveyance. 

SUBTITLE D--OTHER MATTERS p. 440
Department of Defense follow-on laboratory revitalization demonstration program (sec. 2841) 

The committee recommends a provision that would authorize the Secretary of Defense to carry out a follow-on program for the revitalization of laboratories operated by the Department of Defense. Initial authorization for this program was provided under section 2892 of the Military Construction Authorization Act for Fiscal Year 1996 (division B of Public Law 104-106). The authority for the program was extended and amended under section 2871 of the Military Construction Authorization Act for Fiscal Year 1999 (division B of Public Law 105-261). 

This provision would increase the threshold in section 2805(a)(1) of title 10, United States Code, to $3.0 million for unspecified minor construction projects carried out to revitalize defense laboratories. This provision would increase the threshold in section 2805(b)(1) of title 10, United States Code, to $1.5 million for projects requiring prior approval of the Secretary concerned. This provision would increase the threshold in section 2805(c)(1)(B) of title 10, United States Code, to $1.5 million. 

This provision would require the Secretary of Defense to establish procedures for the review of each project to be carried out under this section, and to report to the congressional defense committees by September 30, 2005 with a list and description of the projects carried out under this program, as well as recommendations for further use. Finally, this provision would provide for the expiration of the authority on September 30, 2006. 

ITEMS OF SPECIAL INTEREST p.441
Central management of installations 

In October 2002, the Secretary of the Army activated the Installation Management Agency (IMA) within the Department of the Army to be solely responsible for management of all Army Active and Reserve installations world wide. The goal of the program was to ensure a standard and equitable delivery of services and resources to each installation, while reducing overhead costs and redundant installation support activities. The IMA is charged with establishing facility base operations support requirements, advocating for resources within the Department of the Army, and funding facility projects and base operations support accounts annually to satisfy requirements. The Secretary of the Navy 

established a similar organization under the Commander, Navy Installations (CNI), in October 2003. 

The committee is concerned that the process for resource allocation by these centrally managed agencies is continuing to result in chronic under funding of facility sustainment and base operating accounts. The ability of installation commanders to respond to urgent mission and facility requirements by quickly reallocating funds at the installation level has been curtailed in favor of a centrally managed decisionmaking process. Installations that require a higher degree of resource allocation due to their unique mission, such as the U.S. Military Academy and the U.S. Naval Academy, are now competing for resources with dissimilar installations. 

Therefore, the committee directs the Secretaries of the Army and Navy each to submit a report to the committee by February 1, 2005 that describes: 

(1) the resource allocation and prioritization process for the disbursement of funds to each installation;

(2) the consideration of the impact of an installation's mission to each Service's overall mission;

(3) the considerations given to the facility and base operating support requirements for installations with unique missions or substantially greater requirements;

(4) the authority granted to installation commanders to quickly reallocate local funds to carry out urgent facility and installation support requirements; and

(5) a comparison and assessment by each major installation of the amount obligated for base operating support and facility sustainment accounts in fiscal years 2003 and 2004.

DIVISION C--DEPARTMENT OF ENERGY AUTHORIZATIONS AND OTHER AUTHORIZATIONS

TITLE XXXI--DEPARTMENT OF ENERGY NATIONAL SECURITY PROGRAMS p. 445

Overview 

Title XXXI authorizes appropriations for atomic energy defense activities of the Department of Energy (DOE) for fiscal year 2005, including: the purchase, construction, and acquisition of plant and capital equipment; research and development; nuclear weapons; naval nuclear propulsion; environmental restoration and waste management; operating expenses; and other expenses necessary to carry out the purposes of the Department of Energy Organization Act (Public Law 95-91). This title authorizes appropriations in four categories, which include National Nuclear Security Administration (NNSA); defense environmental management; other defense activities; and defense nuclear waste disposal. 

The budget request for atomic energy defense activities at DOE totaled $16.8 billion, a three percent increase above the fiscal year 2004 appropriated level. Of the total amount requested, $9.0 billion is for NNSA, of which $6.6 billion is for weapons activities, $1.3 billion is for defense nuclear nonproliferation activities, $797.9 million is for naval reactors, and $333.7 million is for the Office of the Administrator; $7.0 billion is for defense environmental management, of which $6.0 billion is for defense site acceleration completion; $982.5 million is for defense environmental services; $663.6 million is for other defense activities; and $131.0 million is for defense nuclear waste disposal. 

The committee recommends $16.8 billion for atomic energy defense activities at DOE, the amount of the budget request. Of the amounts authorized for the NNSA, $6.7 billion is for weapons activities, an increase of $106.4 million above the budget request; $1.3 billion is for defense nuclear nonproliferation activities, the amount of the budget request; $797.9 million is for naval reactors, the amount of the budget request; and $343.7 million is for the Office of the Administrator, an increase of $10.0 million above the budget request. The committee recommends $7.0 billion for the defense environmental management activities, an increase of $1.1 million above the budget request. Of the amounts authorized for defense environmental management, $6.0 billion is for defense site acceleration completion, an increase of $1.1 million above the budget request; and $982.5 million is for defense environmental services, the amount of the budget request. The committee recommends $568.1 million for other defense activities, a reduction of $96.0 million below the budget request. The committee recommends $108.0 million for defense nuclear waste disposal, a reduction of $23.0 million below the budget request. 

SUBTITLE A--NATIONAL SECURITY PROGRAMS AUTHORIZATIONS p. 466
National Nuclear Security Administration (sec. 3101) 

The committee recommends a provision that would authorize a total of $9.2 billion for the Department of Energy (DOE) in fiscal year 2005 for the National Nuclear Security Administration (NNSA) to carry out programs necessary to national security. 

Weapons activities 

The committee recommends $6.7 billion for weapons activities, a $106.4 million increase above the amount requested in fiscal year 2005. The committee authorizes the following activities: $1.4 billion for directed stockpile work; $2.4 billion for campaigns; $1.5 billion for readiness in the technical base; $201.3 million for secure transportation assets; $742.0 million for safeguards and security; and $336.2 million for facilities and infrastructure. 

Directed stockpile work 

The committee recommends $1.4 billion for directed stockpile work, the amount of the budget request. The directed stockpile account supports work directly related to weapons in the stockpile, including day-to-day maintenance as well as research, development, engineering, and certification activities to support planned life extension programs. This account also includes fabrication and assembly of weapons components, advanced concepts, weapons dismantlement and disposal, training, and support equipment. 

Campaigns 

The committee recommends $2.4 billion for campaigns, the amount of the budget request. The campaigns focus on science and engineering efforts involving the three weapons laboratories, the Nevada Test Site, and the weapons plants. Each campaign is focused on a specific activity to support and maintain the nuclear stockpile without underground nuclear weapons testing. These efforts maintain and enhance the safety, security, and reliability of the existing stockpile. The campaigns are divided into three major categories: science campaigns, readiness campaigns, and engineering campaigns. 

Readiness in the technical base 

The committee recommends $1.5 billion in readiness in the technical base and facilities (RTBF), a $51.4 million increase above the budget request. This account funds facilities and infrastructure in the weapons complex to ensure the operational readiness of the complex and includes construction funding for new facilities. 

The $51.4 million increase in RTBF should be used to limit any additional deferred maintenance. This amount includes $20.6 million for infrastructure upgrades, production space reclamation, safety systems, production capital equipment upgrades, and a computing storage system at the Kansas City Plant. Additionally, this amount includes $19.1 million for operations of facilities for maintenance projects and equipment replacements at the Pantex Plant. 

Secure transportation asset 

The committee recommends $201.3 million for the secure transportation asset (STA), the amount of the budget request. The secure transportation asset is responsible for transportation of nuclear weapons, weapons materials and components, and other materials requiring safe and secure transport. 

The committee notes that the demand for secure transportation assets is anticipated to increase to meet both expanding work within the stockpile life extension program and the accelerated cleanup work in the environmental management program. With both of these efforts placing an increased demand on existing assets and the attached security force, the committee is concerned about the adequacy of the planned funding to meet the increased demand in the future. While the fiscal year 2005 budget request included a $39.8 million increase over the amount appropriated in fiscal year 2004, the future years nuclear security program (FYNSP) for STA drops $15.3 million below the fiscal year 2005 request in fiscal year 2006 and remains below the fiscal year 2005 request through fiscal year 2009. The committee recommends that DOE increase the amount of funding for STA in fiscal years 2006 through 2009 to meet the increased demand. 

Safeguards and security 

The committee recommends $742.0 million for weapons safeguards and security, a $35.0 million increase above the budget request, and $160.0 million above the amount appropriated in fiscal year 2004. This amount includes $25.0 million in security upgrades at the Y-12 National Security Complex in Tennessee, including the consolidation and minimization of material storage and long-term vault solutions. 

The weapons safeguards and security account provides funding for safeguards and security at all of the NNSA complex sites. After the attacks of September 11, 2001, the Secretary of Energy developed and issued a new design basis threat (DBT), which added security requirements across the nuclear weapons complex and defense environmental management sites. With increased security requirements, there will be increased budget needs. While the committee is encouraged that DOE included a relatively large increase for safeguards and security in the budget request to meet the new DBT requirements, the future years nuclear security program (FYNSP) for safeguards and security drops $100.0 million below the fiscal year 2005 request in fiscal year 2006 and only increases at a rate below the cost of inflation through fiscal year 2009. The committee expects DOE to take necessary actions to be in full compliance with the new DBT by the end of fiscal year 2006, as required in the DBT plan, and to remain in compliance thereafter. 

The committee recommends that DOE increase the amount of funding for safeguards and security in fiscal years 2006 through 2009 to meet the increased requirements. The committee also encourages DOE to invest in force multiplying construction and technologies to help increase security capabilities and reduce the need to increase security forces, which is much more costly over the life of a facility. 

Facilities and infrastructure 

The committee recommends $336.2 million for the facilities and infrastructure recapitalization program (FIRP), a $20.0 million increase above the budget request. This amount includes $20.0 million for the purchase of capital items in bulk, such as heating ventilation and air conditioning (HVAC) systems. By making capital purchases in bulk, FIRP will be able to reduce its costs and accelerate the completion of this program. For these bulk capital purchases, the committee expects FIRP to continue to follow its strict, disciplined plan in choosing high priority projects. 

The committee has been impressed with the management of FIRP and encourages NNSA to continue to maintain this high level of organization and discipline to revitalize the nation's nuclear weapons complex. 

Defense Nuclear Nonproliferation Program 

The committee recommends $1.3 billion for the Defense Nuclear Nonproliferation Program, the amount of the budget request. The National Nuclear Security Administration (NNSA) has management and oversight responsibilities for the nonproliferation programs of the Defense Nuclear Nonproliferation Program. The committee recommends funding for these programs, as follows: $245.0 million for nonproliferation and verification research and development, an increase of $25.0 million above the budget request; $124.0 million for nonproliferation and international security; $238.0 million for international nuclear materials protection, control and cooperation; $41.0 million for Russian transition initiatives; $20.9 million for highly-enriched uranium transparency implementation; $50.0 million for elimination of weapons-grade plutonium production; $624.0 million for fissile materials disposition, a decrease of $25.0 million below the budget request; and $5.6 million for the offsite source recovery project. The committee notes that continued delays in the commencement of construction activities under the fissile materials disposition program make it unlikely that the Department will be able to fully obligate the budget request for that program in fiscal year 2005. The committee believes that the nonproliferation and verification research and development program is doing valuable work on proliferation detection that would benefit from the additional resources the committee recommends authorizing for this program. 

The committee is concerned by the delays in the fissile materials disposition program, as well as in several other cooperative nonproliferation programs with Russia, as a result of a dispute between the United States and Russia over what liability standards should apply to the work under the programs. Continued delays in the fissile materials disposition program will have significant domestic, as well as international, ramifications because work at the U.S. MOX Fuel Fabrication Facility is being delayed to ensure parallelism with the analogous program in Russia. The committee fully supports the goals of the MOX program and urges the Administration to give this matter sustained high level attention with the aim of resolving the dispute as quickly as possible so that reasonable liability standards are established that will be protective of U.S. interests and will allow the program to proceed. 

Naval Reactors p. 469 

The committee recommends $797.9 million for Naval Reactors, the amount of the budget request. 

Office of Administrator 

The committee recommends $343.7 million for program direction for the National Nuclear Security Administration (NNSA), an increase of $10.0 million above the budget request to settle claims of Pajarito homesteaders. This account includes program direction funding for all elements of NNSA, with the exception of the Naval Reactors Program and the Secure Transportation Asset. 

The committee notes the success of the Administrator in reengineering the NNSA federal workforce, including reducing the workforce by 15 percent by the end of fiscal year 2004. The Administrator announced this bold plan with the goal of operating a more efficient and agile program, and removing a layer of federal bureaucracy. The total number of the federal workforce has been reduced from 2,003 workers in fiscal year 2002 to 1,705 workers by the end of fiscal year 2004. The reengineering was not a headquarters directive that only mandated reductions in the field. In fact, NNSA headquarters is leading the reengineering effort with a disproportionately large workforce reduction. In fiscal year 2002, headquarters made up 23 percent of the federal workforce, or 458 federal workers; and by the end of fiscal year 2004 headquarters will make up only 18 percent of the federal workforce, or 315 federal workers. To meet this sharp reduction, NNSA headquarters will make up 47 percent of the total workforce reductions. 

Defense environmental management (sec. 3102) 

The committee recommends a provision that would authorize a total of $7.0 billion for the Department of Energy (DOE) in fiscal year 2005 for environmental management (EM) activities, a $1.1 million increase above the budget request. 

Defense site acceleration completion 

The budget request included funding for the following activities: $1.3 billion for 2006 accelerated completions; $2.2 billion for 2012 accelerated completions; $1.9 billion for 2035 accelerated completions; $265.1 million for safeguards and security; and $60.1 million for technology development and deployment. The committee recommends $6.0 billion for Defense site acceleration completion, an increase of $1.1 million above the budget request. 

The committee recommends an additional $1.1 million for the 2006 accelerated completions in the Office of Environmental Management (EM) for the Lynchburg Technology Center (LTC) to inspect and repackage the spent nuclear fuel (SNF) stored in aluminum canisters, including 2.2 kilograms of highly enriched uranium (HEU) from Atomic Energy Commission (AEC) Contract AT (30-1)-3809 and the High Burn-up Program irradiated in the AEC Test Reactor. Additionally, the committee encourages the Department of Energy (DOE) to set forth and implement a plan to inspect and repackage any other DOE legacy materials at the LTC, particularly if it is cost-effective to take care of all of the DOE legacy materials at one time. Finally, the committee encourages DOE to set forth a plan to transport the DOE legacy materials to other facilities for processing and final disposition. 

The committee notes that the fiscal year 2005 budget request for Environmental Management (EM) will be the last full fiscal year authorization and appropriation for cleanup at the Rocky Flats Environmental Technology Site (Rocky Flats), the Fernald Environmental Management Project (Fernald), and the Miamisburg Environmental Management Project Mound Site (Mound). The committee applauds the level of priority and focus DOE and management within the Environmental Management Program have placed on cleaning up these three EM sites decades ahead of the original baseline schedule and at a savings of tens of billions of dollars. 

The committee encourages DOE to reach out to the communities at the 2006 closure sites and determine what lessons can be learned to help accelerate cleanup and thereby reduce the safety and health risks at the remaining major EM sites. In 1995, when a few individuals at Rocky Flats, Fernald, and Mound first began discussing closure of these sites as much as 60 years ahead of schedule, there were many more skeptics than believers in the accelerated closure approach. At that time, the contractors were required to merely meet compliance milestones, not to do cleanup. These three sites have proven that by reducing the highest risks first, the risk of exposure to the workers, environment, and communities was reduced, and accelerated cleanup has significantly reduced the life cycle cost. 

Defense environmental services 

The budget request included funding for the following activities: $187.9 million for non-closure environmental activities; $60.5 million for community and regulatory support; $463.0 million for the federal contribution to the uranium enrichment decontamination and decommissioning fund; and $271.1 million for program direction. The committee recommends $982.5 million for Defense environmental services, the amount of the budget request. 

The committee encourages EM to continue to look for ways to reduce as much funding as possible and practical on defense environmental services so that these resources can, instead, be focused on the defense site accelerated completion activities. 

Other defense activities (sec. 3103) 

The committee recommends a provision that would authorize $568.1 million for the Department of Energy (DOE) for other defense activities, $95.5 million below the budget request. 

Energy security and assistance 

The budget request included $10.6 million for energy security and assistance. The committee recommends no funds for these activities. The operational component for this office was transferred to the Department of Homeland Security (DHS) in fiscal year 2003. The committee does not support using Atomic Energy Act funds for nondefense activities. 

Office of Security 

The committee recommends $256.6 million for the Office of Security, an increase of $1.5 million above the budget request for International Nuclear Analysis. 

Office of Independent Oversight and Performance Assurance 

The committee recommends $24.7 million for the Office of Independent Oversight and Performance Assurance. The committee notes that DOE has combined the management of the Office of Security with the Office of Independent Oversight and Performance Assurance into the new Office of Security and Safety Performance (SSP). The committee is concerned that combining these two offices may lead to conflicts of interest between the two formerly separate offices. The committee strongly encourages the Secretary of Energy to work to ensure SSP works to keep its two individual missions separate. The committee is concerned that the administration's request for SSP is being sought separately under the Office of Security and the Office of Independent Oversight and Performance Assurance which adds further confusion to whether the two former offices are in fact being combined. 

Office of Civilian Radioactive Waste Management 

The committee recommends $22.3 million for the Office of Civilian Radioactive Waste Management, the amount of the budget request. 

Environment safety and health 

The committee recommends $119.5 million for environment, safety and health, the amount of the budget request. The committee notes that $43.0 million was included in the budget request to maintain the accelerated schedule for the Energy Employee Occupational Illness Compensation Program Act (EEOICPA) activities. The total amount authorized for EEOICPA, including fiscal years 2003 and 2004 reprogrammings, should enable DOE to significantly expedite and complete all of the EEOICPA applications on file with DOE up to the physicians panel by fiscal year 2005, and through the physicians panel by fiscal year 2006. 

Office of Legacy Management 

The committee recommends $38.9 million for the Office of Legacy Management (LM), a $4.0 million increase above the budget request. This increase provides for an additional $3.5 million for section 3161 of the National Defense Authorization Act for Fiscal Year 1993, worker and community transition program, and this increase also includes $500,000 for local stakeholders organizations (LSOs), which are established in another section of this bill. 

Nuclear energy 

The committee recommends $112.8 million for nuclear energy, the amount of the budget request. 

Defense related administrative support 

The budget request included $92.4 million for national security programs administrative support. The committee recommends no funds for these activities. The committee views these administrative support activities as inherently nondefense activities. The committee does not support the use of Atomic Energy Defense funds for nondefense activities. 

Office of Hearings and Appeals 

The committee recommends $4.3 million for the Office of Hearings and Appeals, the amount of the budget request. 

Office of Future Liabilities 

The budget request included $5.0 million for the Office of Future Liabilities. The committee recommends no funds for the activities of this office. The committee is concerned that DOE is creating this new office to conduct essentially the same type of work being conducted by Environmental Management (EM). The committee strongly encourages DOE to include this function in EM program to avoid the cost and inefficiency of creating a new office. 

Office of Engineering and Construction Management 

The committee recommends $7.0 million for the Office of Engineering and Construction Management (OECM), an increase of $7.0 million above the budget request. The committee notes that major DOE construction projects should receive an independent assessment and cost evaluation to validate the life cycle baseline of major construction projects. In a 2003 assessment entitled `Progress in Improving Project Management at the Department of Energy,' by the National Research Council (NRC) of the National Academies, the NRC asserted that `it is critical to the continued improvement of project management in the department to have a project management champion with the authority to assure that the project management viewpoint is expressed in all decisions as well as to guide, support, and develop a professional project management staff across the department, with the ultimate goal of achieving and sustaining excellence in DOE project management.' The committee believes OECM should continue to fulfill its role to oversee project management. The committee directs that the Office of Engineering and Construction Management (OECM) activities approved with this authorization will focus only on Atomic Energy Defense funded construction projects. 

Defense nuclear waste disposal (sec. 3104) 

The committee recommends a provision that would authorize $108.0 million for defense nuclear waste disposal, a decrease of $23.0 million below the budget request. The committee does not believe that the combined civilian and defense nuclear waste disposal program can expend the combined budget request level of $880.0 million in fiscal year 2005, which is a $110.0 million increase over the combined fiscal year 2004 appropriated level. 

SUBTITLE B--PROGRAM AUTHORIZATIONS, RESTRICTIONS, AND LIMITATIONS
Limitation on availability of funds for the modern pit facility (sec. 3111) 

The budget request included $29.8 million for the National Nuclear Security Administration (NNSA) for the Modern Pit Facility. The committee recommends a provision that would prohibit the Secretary of Energy from obligating or expending more than half of the funds available for the Modern Pit Facility until 30 days after the Administrator of the National Nuclear Security Administration submits a report on the requirement for pit production capabilities for the Modern Pit Facility, and one additional report on the stockpile required by the Energy and Water Development Appropriations Act, 2004. The requirement for pit production capabilities shall be developed in consultation with the Department of Defense. 

Limitation on availability of funds for spending plan for advanced nuclear weapons concepts initiative (sec. 3112) 

The budget request for the Department of Energy for fiscal year 2005 included $9.0 million for advanced nuclear weapons concepts initiative. The committee recommends a provision that would require the Administrator of the National Nuclear Security Administration to submit to the congressional defense committees a report on the planned activities for fiscal year 2005 under this initiative, 30 days prior to initiating such activities. This requirement is virtually identical to the requirement included in the Energy and Water Development Appropriations Act, 2004, to cover funds available in fiscal year 2004. 

Limitation authority to carry out new projects under facilities and infrastructure recapitalization program after project selection deadline (sec. 3113) 

The committee recommends a provision that would amend section 3114 of the National Defense Authorization Act for Fiscal Year 2004 (Public Law 108-136) to permit, on a limited basis, the Administrator of the National Nuclear Security Administration (NNSA) to make modifications to the Facilities and Infrastructure Recapitalization Program (FIRP) baseline, which is to be completed by December 31, 2004. The provision allows the Administrator to make no more than five modifications per fiscal year, and each modification is limited to a specific building, facility, or other improvement at an NNSA site. The provision also prohibits any modifications until 60 days after the congressional defense committees receive both the report required in section 3114(c) setting forth the guidelines on the conduct of the readiness in technical base and facilities (RTBF) program and a list of projects selected for inclusion in the FIRP program as required by section 3114(a). The provision states that nothing should delay the completion of the section 3114(c) report or the completion of the section 3114(a) project selection required by the Act. 

While the committee notes that the FIRP program appears to be managed well and the deferred maintenance problems of the past are being addressed appropriately, the committee remains concerned that the NNSA still has not placed a high enough priority on current and future maintenance and repair requirements under the RTBF program. Funding for the operations of facilities program within RTBF, which focuses on maintenance and repair for the nuclear weapons complex, was reduced in the budget request compared to the fiscal year 2004 appropriated level. When funding for FIRP was first authorized and approriated, NNSA gave assurances to the committee that it would maintain the infrastructure of the facilities in a responsible manner by keeping up with maintenance and repair requirements annually. The committee expects NNSA to follow through on these assurances by requesting additional funding for the operations of facilities program within RTBF, and by not using that account as a source of funds for reprogrammings or transfers to other accounts. 

The committee notes that several of the contracts for nuclear weapons complex facilities are being opened for competitive bids during the next couple of years. The committee encourages Department of Energy to include the issue of future maintenance and repair requirements in the bid, selection, and negotiations process; and to include innovative contract incentives, where possible, which can be included to help ensure a long-term and cost-effective plan for maintaining a robust NNSA infrastructure. 

Modification of milestone and report requirements for National Ignition Facility (sec. 3114) 

The committee recommends a provision that would modify and extend the current reporting requirement for the National Ignition Facility (NIF), section 3137 of the National Defense Authorization Act for Fiscal Year 2002 (Public Law 107-107), to review all program elements necessary for both achieving ignition and enabling NIF to be a fully functioning facility. 

The committee is encouraged by the recent progress in constructing NIF, and the initiation of experiments on NIF in support of science-based stockpile stewardship program (SSP). The results of experiments utilizing the first four beams of NIF are evidence of the value of NIF to the national effort to maintain the nation's nuclear deterrent. These four beams alone constitute the most powerful laser in the world today and a valuable tool for the nation's stockpile stewardship program. NIF's value will only increase as more beams are added over the next several years. The committee notes that without returning to underground nuclear testing, NIF provides a critically important experimental environment, which is necessary to study and adequately understand the reliability, safety, and security of nuclear weapons. 

The current reporting requirement requires the Secretary of Energy to report to the congressional defense committees in the event that NIF does not meet any of the construction project major milestones. The NIF reporting requirement does not, however, include information on all of the funding and milestones to make NIF fully operational, including the funds and milestones to design and build the actual target that will hold the experiments on which the 192 laser beams will focus. 

The provision recommended by the committee would require the Secretary to identify all milestones necessary to achieve ignition, and report on the progress toward meeting those milestones. The provision would further direct the Secretary to submit a funding schedule to support the full complement of milestones. Given the importance of NIF and ignition to the stockpile stewardship program, the committee directs the Secretary to ensure that NNSA provides adequate funding and support to keep all aspects of NIF on a schedule to be fully operational by 2011. 

The committee also notes that the cryogenic target that the Lawrence Livermore National Lab (LLNL) will develop for NIF is based on a new design. The committee directs the NNSA and LLNL to ensure that the new target design is fully peer reviewed before committing to the new design. 

Modification of submittal date of annual plan for stewardship, management, and certification of warheads in the nuclear weapons stockpile (sec. 3115) 

The committee recommends a provision that would change the due date of the annual reporting requirement for the stockpile stewardship program from March 15 to May 1. The first annual report was submitted in 1998. It came about as a result of the need to consolidate, in one place, information relevant to the stockpile stewardship program and to eliminate several overlapping annual reporting requirements. Nine different recurring reports were eliminated, and necessary information consolidated into one annual report. The committee finds the annual report to be a useful document to present the details of the stockpile stewardship program in a classified format. The committee is concerned that with the passage of time the requirements for the annual report may again need to be updated. As a result, the committee urges the Department of Energy to review the various other reporting requirements and to recommend repealing, modifying, or consolidating the other reports and the annual report, as appropriate. The committee does not require reports that overlap or provide duplicate information. 

Defense site acceleration completion (sec. 3116) 

The committee recommends a provision that would authorize the Secretary of Energy to exclude from treatment as high-level radioactive waste stored at the Savannah River Site, South Carolina radioactive material resulting from the reprocessing of spent nuclear fuel. This exclusion would be authorized if the the Secretary of Energy determines (a) the radioactive material does not require permanent isolation in a deep geologic repository for spent fuel or highly radioactive waste pursuant to criteria prescribed by the Secretary in consultation with the Nuclear Regulatory Commission (NRC); (b) to the maximum extent practical, that the highly radioactive radionuclides were removed; and (c) that materials from storage tanks are disposed of in a facility pursuant to a State-approved closure plan, or a permit is issued by the State. The provision would authorize the Secretary to carry out any action at Department of Energy sites with respect to radioactive material resulting from the reprocessing of spent nuclear fuel that is authorized by a closure plan approved by the State, or through a permit issued by the State. The provision would limit this authority for waste that is transported from the State. 

This provision would clarify the authority of the Secretary of Energy to proceed with the accelerated cleanup plan which is important for reducing risk to the workers, the environment, and the community, and is significantly more cost-effective. 

Annual report on expenditures for safeguards and security (sec. 3117) 

The committee recommends a provision that would require the Secretary of Energy to submit an annual report describing the activities and costs of the safeguards and security program at the defense nuclear facilities across the Department of Energy (DOE). The report should include details of the amounts expended annually for safeguards and security by site and program. The committee wants to ensure that there is adequate transparency on how much funding is requested, authorized, and appropriated for safeguards and security, to ensure congressional oversight into this important area. 

The report should include current policy, including any modifications adopted during the previous fiscal year, as well as any new initiatives or technologies implemented by the safeguards and security program. In addition, the report should describe the budget, including details by program and by facility. 

Authority to consolidate counterintelligence offices of Department of Energy and National Nuclear Security Administration within the National Nuclear Security Administration (sec. 3118) 

The committee recommends a provision that would authorize the Secretary of Energy to consolidate the counterintelligence offices of the Department of Energy (DOE) and the National Nuclear Security Administration (NNSA) within NNSA. The committee is aware of the Secretary's goals of streamlining the counterintelligence activities at DOE and NNSA, and clarifying and filling any gaps in authority. The committee believes that this provision will allow the Secretary to accomplish that goal. 

When the NNSA was created, in large part due to counterintelligence failures at the Department of Energy, careful consideration was given to the best way to protect our nation's nuclear secrets. In the National Defense Authorization Act for Fiscal Year 2000 (Public Law 106-65), Congress decided that, with regards to nuclear weapons activities, the NNSA counterintelligence office should report directly to the NNSA Administrator, the same person who is responsible for the nuclear weapons programs and all of its sensitive information. In fact, it was one of the foundations of the NNSA Act to keep counterintelligence implementation within NNSA. The NNSA was set up to be a semi-autonomous agency to ensure that there would be adequate focus and priority placed on counterintelligence activities. 

Treatment of disposition waste from reprocessing of low-level or transuranic waste (sec. 3119) 

The committee recommends a provision that would authorize $350.0 million, out of the defense site acceleration completion and defense environmental services, to be expended for activities at the Hanford Site in Washington, the Idaho National Engineering and Environmental Laboratory in Idaho, and the Savannah River Site in South Carolina, to stabilize, treat, or process reprocessed low-level or transuranic waste for disposition. These funds would be authorized only if the Secretary of Energy certifies to the President and Congress that there is adequate certainty of the legality of the disposition pathway at an individual site. The provision would stipulate that funds for activities which the Secretary of Energy does not certify will cease to be available after June 1, 2005. 

Local stakeholder organizations for Department of Energy Environmental Management 2006 closure sites (sec. 3120) 

The committee recommends a provision which would direct the Secretary of Energy to establish local stakeholder organizations (LSOs) to operate in consultation with local elected officials at Department of Energy Environmental Management 2006 closure sites. The committee expects LSOs to be set up to assist with closure of major EM sites only. Of the 2006 closure sites, this would include the Rocky Flats Environmental Technology Site, the Fernald Environmental Management Project, and the Miamisburg Environmental Management Project Mound Site. 

The committee is concerned that an effective communication mechanism has not been established between the Department of Energy and local communities to address concerns related to post closure. LSOs will serve as a liaison between local communities and the Department of Energy (DOE), and will be responsible for soliciting public participation and disseminating information to State and local governments, stakeholders, and tribal nations. 

The committee believes that community reuse organizations (CROs) have greatly assisted in the communication of information between DOE and local communities during the cleanup of former nuclear weapons complex sites. The committee notes that DOE plans to complete the cleanup of these three former nuclear weapons complex sites by December 15, 2006. 

The committee expects the Office of Legacy Management (LM) to serve as the primary point of contact at DOE for the LSOs. When setting up the LSOs, the committee expects LM to include a plan which identifies the anticipated length of duration and funding source for each LSO. 

Report on maintenance of retirement benefits for certain workers at 2006 closure sites after closure of sites (sec. 3121) 

The committee recommends a provision that requires the Assistant Secretary of Energy for Environmental Management to submit a report to the Secretary of Energy on the maintenance of retirement benefits for workers at 2006 closure sites shortly before closure of those sites. The report should include the number of workers at the closure sites which would not receive retirement benefits if the site where they work is closed early; the cost to provide benefits to these workers; and the impact on collective bargaining agreements due to the workers' loss of benefits. The Secretary of Energy would be required to send the report to the congressional defense committees. 

The committee is concerned that some workers at 2006 closure sites may not receive pension and health benefits agreed to in the closure contracts if the accelerated closure comes earlier than the December 2006 scheduled closure date. The committee supports the Department of Energy's (DOE) Office of Environmental Management's (EM) effort to accelerate closure at its cleanup sites. Accelerating closure even earlier than the December 2006 closure date could result in savings to the American taxpayer of hundreds of millions of dollars. The committee commends the workers at these sites for their contribution and dedication to accelerated cleanup which will most likely result in the early closure of several cleanup sites. 

SUBTITLE C--PROLIFERATION MATTERS
Modification of authority to use international nuclear materials protection and cooperation program funds outside the former Soviet Union (sec. 3131) 

The committee recommends a provision that would amend section 3124 of the National Defense Authorization Act for Fiscal Year 2004 to remove the $50.0 million limitation on the authority to use international nuclear materials protection and cooperation program funds for projects and activities outside of the former Soviet Union (FSU) to meet emerging proliferation threats. The provision would also clarify that this authority applies only to projects or activities that have not previously been authorized by Congress. This clarification is intended to resolve the concern raised by the National Nuclear Security Administration (NNSA) that the original provision could be interpreted as limiting the total amount of funds that NNSA could spend on projects outside of the FSU. The intent of the original provision was to provide funding flexibility for emerging proliferation threats outside of the FSU, not to limit the funds available for such activities that had previously been authorized through prior budget requests. 

SUBTITLE D--OTHER MATTERS
Indemnification of Department of Energy contractors (sec. 3141) 

The committee recommends a provision that would amend section 170d(1)(A) of the Atomic Energy Act of 1954 to allow the Department of Energy to continue to enter into contracts for indemnification for an additional two years, through December 31, 2006. 

Two-year extension of authority for appointment of certain scientific, engineering, and technical personnel (sec. 3142) 

The committee recommends a provision that would amend section 3161(c)(1) of the National Defense Authorization Act for Fiscal Year 1995 to extend excepted service authority for an additional two years, until September 30, 2006. The committee notes that the current excepted service authority has given the Department of Energy (DOE) hiring flexibility in appointing scientific, engineering, and technical personnel. Since this authority was first created, DOE has been successful in significantly enhancing its technical capabilities. By extending excepted service authority, DOE will have an important tool to acquire and retain a highly talented and motivated workforce. 

The committee directs the Secretary of Energy to submit a report to the congressional defense committees, with the budget justification materials for fiscal year 2005, identifying all special hiring authority at DOE and to what extent these hiring authorities have been used. 

Enhancement of Energy Employee Occupational Illness Compensation Program Authorities (sec. 3143) 

The committee recommends a provision that would amend section 3661 of the National Defense Authorization Act for Fiscal Year 2001, Part D of the Energy Employees Occupational Illness Program Act (EEOICPA). The provision would eliminate the following three restrictions: (1) the pay cap on physicians serving on Part D physicians panels; (2) the requirement that the Part D physicians work only on a temporary or intermittent basis; and (3) the requirement for agreements between DOE and States. 

The committee notes that there is a backlog of over 20,000 Part D applications. One of the major impediments to reducing this backlog is an inadequate number of physicians willing to review Part D applications. The existing pay cap only provides about half the payment per hour that these physicians can receive elsewhere. Also, retaining the Part D physicians as temporary or intermittent experts often reduces their willingness to review Part D applications since they are unable to incorporate the Part D work into their regular work schedules. The provision would allow DOE to hire doctors as permanent screeners for as long as the Part D application backlog exists, which is estimated to be about three years. 

Support for public education in the vicinity of Los Alamos National Laboratory, New Mexico (sec. 3144) 

The committee recommends a provision that would require the Department of Energy (DOE) to modify the management and operating contract for the Los Alamos National Laboratory (LANL), and to provide up to $8.0 million per year to the Los Alamos Public School District. In the event of termination of the current management and operating contract for LANL, DOE would be required to include similar language in the new contract. The committee recognizes that due to the extraordinary importance of public education to the ability of the Los Alamos National Laboratory to recruit and retain highly trained personnel, DOE should address this matter in the LANL contract. 

The committee notes that in February 2004, the National Nuclear Security Administration submitted a report to Congress in Support for Public Education in the vicinity of Los Alamos National 

Laboratory, New Mexico. The report, which was required by section 3172 of the National Defense Authorization Act for Fiscal Year 2003 (Public Law 107-314), was to have DOE study options to provide funding for the Los Alamos public schools. The report notes that federal funding of Los Alamos public schools has been provided since World War II. The primary rationale for the supplemental support has been `to attract and retain the excellent professional staff required to carry out the national security mission of the Laboratory.' 

Review of Waste Isolation Pilot Plant, New Mexico, pursuant to competitive contract (sec. 3145) 

The committee recommends a provision that would direct the Secretary of Energy to use competitive procedures to enter into a contract to conduct independent reviews and evaluations of the design, construction, and operations of the Waste Isolation Pilot Plant (WIPP). The contractor will provide an evaluation with regards to public health and safety and the environment. The contract will be for a period of one year and renewable for four additional years. The provision would require the use of competitive procedures to help ensure the best and most cost-effective contractor be awarded the contract. The competitive process raises the level of innovation and effort for this important health and safety review. 

Compensation of Pajarito Plateau, New Mexico, homesteaders for acquisition of lands for Manhattan Project in World War II (sec. 3146) 

The committee recommends a provision that would establish a fund to settle outstanding claims derived from the acquisition of land for the Manhattan Project. In creating the Manhattan Engineering District, the U.S. Army Corps of Engineers condemned land in New Mexico. The provision would authorize $10.0 million to settle claims for compensation by Pajarito Plateau homesteaders. The committee notes that the courts, not the Administrator of the National Nuclear Security Administration, may be better equipped to determine the level of compensation for these claims. 

ITEMS OF SPECIAL INTEREST
Department of Energy recognized 

The committee notes that the Department of Energy (DOE) was ranked first among cabinet-level agencies by the Office of Management and Budget (OMB) in implementing the President's Management Agenda. The OMB assessment rated agency performance in management practices, including human resources, financial management, and budget and performance integration. The committee applauds DOE for this achievement. Strong leadership and sound management are fundamental to DOE achieving its mission: `[t]o advance the national, economic and energy security of the United States; to promote scientific and technological innovation in support of that mission; and to ensure the environmental cleanup of the national nuclear weapons complex.' The committee commends DOE and the hard working people at DOE for making this recognition possible. 

Protecting sensitive technology at the national laboratories 

The committee is concerned with the potential security risks highlighted by the Department of Energy (DOE) Inspector General's (IG) audit report entitled: `Safeguards Over Sensitive Technology.' Sensitive technologies include those technologies that have national security importance or can enhance weapons of mass destruction capabilities. 

The committee notes that while the DOE IG did not find any direct evidence of sensitive technologies involved in a security lapse, the DOE IG did conclude that `the Department needs to take immediate steps to ensure that its procedures to protect sensitive technology are operating as intended.' Specifically, the DOE IG recommends that DOE establish and implement policies, procedures, and training and performance measures to deal with sensitive technologies. The committee directs the Secretary of Energy to implement the Inspector General's recommendations to protect sensitive technology. 

Rocky Flats Cold War Museum 

The committee notes that the Department of Energy (DOE) is required by section 3181(d) of the National Defense Authorization Act for Fiscal Year 2002 (Public Law 107-107) to provide Congress a report on the costs associated with the construction of the Rocky Flats Cold War Museum, and any other issues relating to the development and construction of the museum at the Rocky Flats environmental test site by December 2004. The committee also notes that the museum board of directors has published a feasibility study on alternatives for development and construction of a museum at Rocky Flats. Pending the outcome of the DOE report on the museum and consideration of the museum board of directors feasibility study, the committee strongly encourages the Secretary of Energy to include funding for the museum in the President's fiscal year 2006 budget request for DOE. 

The committee believes that DOE should obtain input from local 

stakeholders, local governments, and the United States Fish and Wildlife Service for the section 3181(d) report to Congress on the development and construction of the Cold War Museum at Rocky Flats. 

Seamless transition from environmental management to legacy management 

The committee notes that as cleanup of the first major environmental management (EM) sites are completed and the sites are closed, new challenges for the Department of Energy (DOE) are emerging. When EM no longer has a presence in the community, DOE will still need to be actively involved. If the nation wants workers, communities, and stakeholders to embrace the accelerated closure concept at other EM sites, then DOE must ensure that there is a smooth transition at the three major sites scheduled for closure by 2006. These include: the Rocky Flats Environmental Technology Site, the Fernald Environmental Management Project, and the Miamisburg Environmental Management Project Mound Site. DOE has assigned this responsibility to the Office of Legacy Management (LM). 

The committee believes it is important for each of the two States with closure sites to have a central clearinghouse to serve as a worker and community response center. The people working at these worker and community response centers need to be prepared to answer questions that the workers will have about such things as their pension and health benefits, and to ensure that there is a continuity of services. There also must be someone who is accountable to the community regarding ongoing environmental stewardship. The committee acknowledges that the personnel at these centers could be federal workers or contractors as long as they are fully responsive to the needs of the local communities. 

Special exposure cohorts 

The committee notes that the National Institute for Occupational Safety and Health (NIOSH) is late in publishing its guidelines for designating special exposure cohorts (SEC). Many Department of Energy (DOE) employees, who work at DOE nuclear weapons complex sites, claim that insufficient records exist for NIOSH to conduct dose reconstructions as required by the Energy Employee Occupational Illness Compensation Program Act (EEOICPA). NIOSH officials have indicated that they share this concern in some cases. NIOSH has thus drafted guidelines for the designation of SEC, but has not yet published them. The committee directs NIOSH to publish its guidelines for designating SEC at the earliest possible date. 

University Research Program in Robotics 

The committee supports the Department of Energy's University Research Program in Robotics (URPR), carried out by the National Nuclear Security Administration (NNSA). The URPR is a long-standing consortium of universities working on the science of remote systems technologies performing physical tasks in hazardous environments. One of the primary objectives of the URPR is to develop robotics, simulation, and sensing capabilities to ensure the security of the nuclear stockpile. In 2002 the National Research Council of the National Academy of Sciences determined in its report, `Making the Nation Safer,' that robotics is one of the most critically needed technologies in the United States. The committee supports NNSA's plan to use $4.4 million in fiscal year 2005 for the URPR. 
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