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commission to study and report to Congress by March 1, 2007, on
the following additional matters: the advisability and feasibility of
implementing the provisions of H.R. 5200 of the 109th Congress;
whether the Chief, National Guard Bureau, should serve in the
grade of general in his current capacity; and whether the Depart-
ment of Defense processes for defining the equipment and funding
necessary for the National Guard to perform its responsibilities,
under title 10, United States Code, and title 32, United States
Code, are adequate.

TITLE VI—COMPENSATION AND OTHER
PERSONNEL BENEFITS

OVERVIEW

The committee continues to believe that successful recruiting and
retention in a wartime environment is directly dependent on the
close oversight of compensation and benefit programs to ensure
that they remain current, flexible, and effective. Accordingly, the
committee recommends an across-the-board pay raise of 2.7 percent
and a further adjustment to the military pay table to target in-
creases to mid-grade and senior noncommissioned officers and war-
rant officers. The committee also recognizes that some previously
adopted compensation policies, bonuses, and special pays require
modification to ensure they remain current and effective and the
committee has recommended a number of such adjustments.

The committee remains committed to protecting and enhancing
military exchange, commissary, and morale, welfare, and recreation
programs. Accordingly, the committee has included provisions that
would clarify the primacy of nonappropriated fund activities in pro-
viding ancillary support services when government property is
leased to private parties, specify the allocation of revenue received
by commissaries for certain products, and require a test of golf
carts that are accessible to disabled persons.

ITEMS OF SPECIAL INTEREST

Elimination of the Survivor Benefit Plan Two-Tier Annuity
Computation System

The committee has learned that there may be approximately 137
Survivor Benefit Plan (SBP) annuitants experiencing a reduction in
their overall compensation as a result of the phased elimination of
the two-tier annuity computation for surviving spouses enacted in
the National Defense Authorization Act for Fiscal Year 2005 (Pub-
lic Law 108-136). The committee believes that the reduction in
overall income may result in those cases where annuitants receive
full payment of Dependency Indemnity Compensation (DIC) from
the Department of Veterans Affairs and Supplemental Survivor
Benefit Program (SSBP) benefits without the dollar for dollar offset
that is taken from standard SBP payments. The committee notes
that retirees were charged higher premiums to participate in SSBP
and specifically counter the reduction in SBP benefits that occurs
when annuitants arrive at age 62 and social security benefits be-
came available. The committee fears that as the phased elimination
of the two-tier system progresses, the SSBP payments are being in-
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crementally replaced by payments from the standard SBP. This
means that income that has not been subject to the DIC offset is
being replaced with income that is subject to the offset thus result-
ing in a loss of income to the annuitant. The committee is troubled
that the loss of income being experienced by annuitants is poten-
tially an unintended consequence of the process to eliminate the
two-tier annuity computation system. Therefore, the committee di-
rects the Secretary of Defense to study this issue to confirm that
the problem exists and determine the number of annuitants that
are losing income, the extent of the income being lost, the cause of
the income loss, and, if appropriate, the legislative solution.

The committee directs the Secretary to report his findings and
recommendations, including any legislative proposals, by March 31,
2007 to the Senate Committee on Armed Services and the House
Committee on Armed Services.

Military Decorations and Uniform Accouterments Sold in Military
Exchange Stores

The committee strongly believes that all medals associated with
military decorations and military ribbons, badges, insignia, and
other uniform accouterments offered to military members in mili-
tary exchange stores should be manufactured within the United
States. The committee is aware of concerns that some medals and
uniform accouterments manufactured outside the United States
have appeared in exchange and other government procurement
channels. Accordingly, the committee directs the Secretary of De-
fense to review the policies and procedures used by the Army Air
Force Exchange Service, the Navy Exchange Service Command,
and Marine Corps exchanges to procure military medals and mili-
tary ribbons, badges, insignia, and other uniform accouterments to
determine the extend to which foreign made products are available
for sale to servicemembers.

The committee directs the Secretary to submit a report on his
findings and recommendations by March 31, 2007, to the Senate
Committee on Armed Services and the House Committee on Armed
Services.

Recoupment of Survivor Benefit Plan Overpayments

The committee is concerned by reports that many survivors of
military retirees are experiencing great anxiety, inconvenience, and
financial hardship as a result of the procedures employed by the
Defense Finance and Accounting Service (DFAS) when reconciling
the simultaneous payment of the Survivor Benefit Plan (SBP) and
Dependency and Indemnity Compensation (DIC) benefits. The com-
mittee understands that the survivors are normally subjected to an
automated and impersonal process that provides little opportunity
for survivors to understand the details of the recoupment process
that frequently involves thousands of dollars. The survivors are
also routinely required to pay a large recoupment amount, which
is typically followed by a refund back to the survivor of SBP pre-
miums that no longer apply because of DIC eligibility. The com-
mittee believes that DFAS, in cooperation with the Department of
Veterans Affairs, is capable of providing better customer service,
that is more sensitive to limiting the financial disruption imposed
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on survivors. Therefore, the committee directs the Secretary of De-
fense to study the problems associated with the current DFAS pro-
cedures regarding the simultaneous entitlement to SBP and DIC
with a view toward improving customer service and minimizing the
financial disruptions imposed on survivors.

The committee directs the Secretary to submit a report on his
findings and recommendations by March 31, 2007, to the Senate
gommittee on Armed Services and the House Committee on Armed

ervices.

Second Destination Transportation of Exchange Store Goods

The committee was disappointed to learn that the Secretary of
the Army had failed to include funding in the fiscal year 2007
budget request for second destination transportation of Army and
Air Force Exchange Service (AAFES) goods for resale at overseas
stores. Although the Secretary has been quick to make the needed
adjustment to the budget request to fully account for AAFES’ sec-
ond destination transportation requirements, there remains the ob-
vious conclusion that the Secretary chose to ignore the specific re-
quirement in law requiring the use of appropriated funds to pay for
second destination transportation expenses (10 U.S.C., 2643). The
committee concludes that this oversight reflects a lack of commit-
ment within the Army to protecting the quality of life of members
and families residing overseas. The Secretary should take note that
the committee does not tolerate such an oversight and that the
committee is closely monitoring the second destination transpor-
tation funding level during fiscal year 2007 and in future budget
requests. The committee trusts that the Secretary is in a position
to prevent such oversights in the future.

Treatment of Dual Military Couples

The committee recognizes that there are over 90,000 military
members who are married to other military members and that the
number of these dual military couples is increasing. However, the
committee notes that personnel and compensation law and policy
that have been established over time have not taken into account
the changing marital demographics of the force. For example, this
Act includes a provision that would ensure that a surviving dual
military spouse of a service member who dies while serving on ac-
tive duty is provided the same continuation of basic allowance for
housing as other surviving spouses who are not military members.
This issue raises concerns that there may be other circumstances
when law or policy disadvantages dual military couples. Therefore,
the committee directs the Secretary of Defense to review personnel
and compensation law and policy to ensure that dual military cou-
ples are treated equitably and fairly.

The committee directs the Secretary to submit a report on his
findings and recommendations by March 31, 2007, to the Senate
(Slommittee on Armed Services and the House Committee on Armed

ervices.

United Service Organizations

The committee recognizes that the United Service Organization
(USO) celebrity tours are well known and beloved by our men and
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women in uniform, particularly among those deployed overseas.
Over the years, the USO has offered thousands of entertainers the
opportunity to volunteer their time and talents entertaining the
troops and their families. The committee is aware that the Armed
Forces Entertainment (AFE) program has limited resources avail-
able to support USO celebrity tours to the levels being requested,
but the committee acknowledges the dedicated effort by AFE to
support morale and welfare within the worldwide military commu-
nity. The committee commends the USO for its support for our
military personnel and their families and in particular for its ex-
traordinary celebrity tour program that provides world class enter-
tainment in collaboration with the AFE to deployed military forces
across the globe.

LEGISLATIVE PROVISIONS
SUBTITLE A—PAY AND ALLOWANCES

Section 601—Increase in Basic Pay for Fiscal Year 2007

This section would increase basic pay for members of the armed
forces by 2.7 percent effective January 1, 2007. This raise would
continue to fulfill Congress’ commitment to enhance pay raises for
the armed forces and would reduce the gap between military and
private sector pay increases from 4.5 percent to 4.0 percent.

Section 602—Targeted Increase in Basic Pay Rates

This section would target mid-grade and senior noncommissioned
officers and warrant officers for additional pay raises effective April
1, 2007. The targeted raises would allow these groups to achieve
a level of income that is more comparable with their private sector
peers.

Section 603—Conforming Change in General and Flag Officer Pay
Cap to Reflect Increase in Pay Cap for Senior Executive Service
Personnel

This section would increase the cap on general and flag officer
pay levels from Level III to Level IT on the Executive Schedule.
This section would allow general and flag officer pay levels to keep
pace with Senior Executive Service pay levels.

Section 604—Availability of Second Basic Allowance for Housing
for Certain Reserve Component or Retired Members Serving in
Support of Contingency Operations

This section would authorize the secretary concerned to provide
a second monthly basic allowance for housing to reserve component
members without dependents mobilized in support of a contingency
operation and serving in a duty location that does not allow the
members to reside at their permanent residence.
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Section 605—Extension of Temporary Continuation of Housing Al-
lowance for Dependents of Members Dying on Active Duty to
Spouses Who are Also Members

This section would authorize military members who are sur-
viving spouses of members who die while serving on active duty to
receive the basic allowance for housing that would be due to the
deceased member for 365 days in the same way that such an allow-
ance would be paid to surviving spouses who are not military mem-
bers.

Section 606—Clarification of Effective Date of Prohibition on
Compensation for Correspondence Courses

This section would clarify that the prohibition barring reserve
component members from receiving compensation for work or study
performed in a correspondence course is effective September 7,
1962, and includes members of the national guard while not in fed-
eral service.

Section 607—Payment of Full Premium for Coverage Under
Servicemembers’ Group Life Insurance Program during Service
in Operation Enduring Freedom or Operation Iraqi Freedom

This section would require the secretary concerned to increase
the allowance paid to members serving in either Operation Endur-
ing Freedom or Operation Iraqi Freedom to reimburse the cost of
all levels of coverage under the Servicemember’s Group Life Insur-
ance (SGLI) elected by the members. Section 613 of the National
Defense Authorization Act for Fiscal Year 2006 (Public Law 109—
163) required that the Secretaries concerned pay an allowance to
reimburse the cost of only the first $150,000 of insurance coverage
elected by the member.

SUBTITLE B—BONUSES AND SPECIAL AND INCENTIVE PAYS

Section 611—Extension of Certain Bonus and Special Pay
Authorities for Reserve Forces

This section would extend the authority for the Selected Reserve
reenlistment bonus, the Selected Reserve affiliation or enlistment
bonus, special pay for enlisted members assigned to certain high
priority units, the Ready Reserve enlistment bonus for persons
without prior service, the Ready Reserve enlistment and reenlist-
ment bonus for persons with prior service, and the Selected Re-
serve enlistment bonus for persons with prior service until Decem-
ber 31, 2007.

Section 612—Extension of Bonus and Special Pay Authorities for
Health Care Professionals

This section would extend the authority for the nurse officer can-
didate accession program, the accession bonus for registered
nurses, the incentive special pay for nurse anesthetists, the special
pay for Selected Reserve health care professionals in critically short
wartime specialties, the accession bonus for dental officers, and the
accession bonus for pharmacy officers until December 31, 2007.
This section would also extend the authority for repayment of edu-
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cational loans for certain health professionals who serve in the Se-
lected Reserve until January 1, 2008.

Section 613—Extension of Special Pay and Bonus Authorities for
Nuclear Officers

This section would extend the authority for the special pay for
nuclear-qualified officers extending a period of active service, nu-
clear career accession bonus, and the nuclear career annual incen-
tive bonus until December 31, 2007.

Section 614—Extension of Other Bonus, Special Pay, and
Separation Pay Authorities

This section would extend the authority for the aviation officer
retention bonus, assignment incentive pay, the reenlistment bonus
for active members, the enlistment bonus for active members, the
retention bonus for members with critical military skills, the acces-
sion bonus for new officers in critical skills, the military occupa-
tional specialty conversion incentive bonus and the transfer be-
tween armed forces incentive bonus until December 31, 2007, ex-
cept for assignment incentive pay which is extended until Decem-
ber 31, 2008.

Section 615—Expansion of Eligibility of Dental Officers for
Additional Special Pay

This section would clarify that dentists may be paid additional
special pay notwithstanding their participation in internship or
residency programs.

Section 616—Increase in Maximum Annual Rate of Special Pay for
Selected Reserve Health Care Professionals in Critically Short
Wartime Specialties

This section would increase the maximum annual rate of special
pay for Selected Reserve health care professionals in critically short
wartime specialties from $10,000 to $25,000.

Section 617—Authority to Provide Lump Sum Payment of Nuclear
Officer Incentive Pay

This section would authorize nuclear officer incentive pay to be
paid as a lump sum or in variable annual amounts in addition to
payment in equal annual installments.

Section 618—Increase in Maximum Amount of Nuclear Career
Accession Bonus

This section would increase the maximum amount of the nuclear
career accession bonus from $20,000 to $30,000.

Section 619—Increase in Maximum Amount of Incentive Bonus for
Transfer Between Armed Forces

This section would increase the maximum amount of the incen-
‘gve bonus for transfer between armed forces from $2,500 to
10,000.
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Section 620—Clarification Regarding Members of the Army Eligible
for Bonus for Referring Other Persons for Enlistment in the Army

This section would clarify that military retirees, to include a
member of a reserve component under 60 years of age who, but for
age, would be eligible for retired pay, are eligible to be paid the re-
ferral bonus.

Section 621—Pilot Program for Recruitment Bonus for Critical
Health Care Specialties

This section would authorize the Secretary of Defense to estab-
lish a two-year pilot program to offer additional financial recruiting
incentives under the Armed Forces Health Professions Scholarship
and Financial Assistance Program for up to five critical medical
specialties. The Secretary would be required to submit a mid-term
and final report on lessons learned from the pilot program to the
Senate Committee on Armed Services and the House Committee on
Armed Services.

Section 622—Enhancement of Temporary Program of Voluntary
Separation Pay and Benefits

This section would expand the temporary program of voluntary
separation pay and benefits authorized in section 643 of the Na-
tional Defense Authorization Act for Fiscal Year 2006 (Public Law
109-163) to remove the bar prohibiting participation of enlisted
personnel and officers with between 12 and 20 years of service.
This section would also extend the expiration date of the authority
from December 31, 2008 to December 31, 2009.

Section 623—Additional Authorities and Incentives to Encourage
Retired Members and Reserve Component Members to Volunteer
to Serve on Active Duty in High-Demand, Low-Density Assign-
ments

This section would authorize the Secretary of Defense to pay a
bonus of up to $50,000 to encourage retired members, reservists,
and former members discharged from the military who possess crit-
ical skills to return to active duty to fill shortage manpower re-
quirements in units tasked to provide high-demand, low-density
military capabilities or to fill other critically manned specialties, as
designated by the Secretary. This section would also authorize the
Secretary to develop additional incentives to encourage personnel
with critical high-demand, low-density skills to return to active
duty which the Secretary may implement after notifying the Con-
gressional defense subcommittees of the reasons why the proposal
is needed and waiting 30 days. The authority would expire on De-
cember 31, 2010.

SUBTITLE C—TRAVEL AND TRANSPORTATION ALLOWANCES

Section 631—Authority to Pay Costs Associated with Delivery of
Motor Vehicle to Storage Location Selected by Member and Sub-
sequent Removal of Vehicle

This section would authorize the secretary concerned to pay the
costs for members to deliver and remove privately owned vehicles
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from storage locations chosen by the member. Such payments
would not be authorized to exceed the total cost that would have
been incurred by the government if the government storage loca-
tion had been used.

Section 632—Transportation of Additional Motor Vehicle of Mem-
bers on Change of Permanent Station to or from Nonforeign
Areas Outside the Continental United States

This section would authorize members with at least one family
member eligible to drive to ship two privately owned vehicles dur-
ing permanent change of station moves to nonforeign duty locations
located outside the continental United States. Nonforeign duty lo-
cations outside the continental United States include Alaska, Ha-
waii, Puerto Rico, Guam, and other territories and possessions.

Section 633—Travel and Transportation Allowances for Transpor-
tation of Family Members Incident to Illness or Injury of Mem-
bers

This section would expand the authority to pay for travel and
transportation of family members to visit ill or injured members to
include family members that are also military members.

SUBTITLE D—RETIRED PAY AND SURVIVOR BENEFITS

Section 641—Military Survivor Benefit Plan Beneficiaries Under
Insurable Interest Coverage

This section would allow military retirees who participate in the
Survivor Benefit Plan and elect the insurable interest coverage to
select a new insurable interest if their beneficiary dies.

Section 642—Retroactive Payment of Additional Death Gratuity for
Certain Members Not Previously Covered

This section would correct a technical error in section 664 of the
National Defense Authorization Act for Fiscal Year 2006 (Public
Law 109-163) that prevented the payment of an additional
$150,000 death gratuity intended for surviving family members of
non-combat active duty deaths that occurred during the period
from May 12, 2005 through August 31, 2005.

Section 643—Equity in Computation of Disability Retired Pay for
Reserve Component Members Wounded in Action

This section would authorize the retired pay for a member of a
reserve component to be calculated using the member’s total years
of service in lieu of active duty years of service when the retire-
ment involves a disability that was incurred under circumstances
that resulted in the award of the Purple Heart.
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SUBTITLE E—COMMISSARY AND NONAPPROPRIATED FUND
INSTRUMENTALITY BENEFITS

Section 651—Treatment of Price Surcharges of Tobacco Products
and Certain Other Merchandise Sold at Commissary Stores

This section would clarify that for products that are sold as spe-
cial exceptions to the standard surcharge of five percent of the rev-
enue above cost of the products shall be applied to the surcharge
fund as if it were a uniform surcharge product. The products that
would be handled in this manner include tobacco products and,
during the ongoing test of the sale of impulse purchase products,
one-time use cameras, film, and telephone cards.

Section 652—Limitation on Use of Department of Defense Lease
Authority to Undermine Commissaries and Exchanges and Other
Morale, Welfare, and Recreation Programs and Nonappropriated
Fund Instrumentalities

This section would bar ancillary services from being provided in
facilities on property leased by the government to private entities
if the secretary concerned determines that those ancillary services
will be provided in direct competition with exchanges, com-
missaries, and morale, welfare, and recreation activities. This sec-
tion would make an exception for facilities on leased property that
is part of a base closure site.

The committee believes that the military exchanges, com-
missaries, and morale, welfare and recreation activities have pri-
macy in providing ancillary services and merchandise over the in-
terests of private sector entities leasing government property if the
facilities on the leased property will directly compete with the ex-
changes, commissaries, and morale, welfare, and recreation activi-
ties.

Section 6563—Use of Nonappropriated Funds to Supplement or Re-
place Appropriated Funds for Construction of Facilities of Ex-
change Stores System and Other Nonappropriated Fund Instru-
mentalities, Military Lodging, Facilities, and Community Facili-
ties

This section would authorize the Secretary of Defense to allocate
nonappropriated funds to augment or replace appropriated funding
of construction of military exchange, military lodging; morale, wel-
fare, and recreation; and community facilities. This section would
also require that the Secretary provide notification to the congres-
sional defense committees when allocating nonappropriated fund-
ing to support any construction project.

Section 654—Report on Cost Effectiveness of Purchasing Commer-
cial Insurance for Commissary and Exchange Facilities and Fa-
cilities of Other Morale, Welfare, and Recreation Programs and
Nonappropriated Fund Instrumentalities

This section would require the Secretary of Defense to conduct a
study to determine the cost effectiveness of nonappropriated fund
activities purchasing commercial insurance to protect financial in-
terests in facilities operated by morale, welfare and recreation ac-
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tivities, military exchange stores, and commissary stores. This sec-
tion would require the Secretary to submit a report on his findings
and recommendations by July 31, 2007.

The committee notes that many nonappropriated fund facilities
destroyed and damaged during the 2005 hurricane season will be
replaced using appropriated funds. The committee recognizes that
commercial insurance may be a better option for protecting non-
appropriated fund property. However, the committee is concerned
that more must be understood about the cost effectiveness of pur-
chasing commercial insurance and whether such insurance rep-
resents a useful option in all cases or only for the most high risk
locations. The committee believes that the study proposed in this
section would provide the needed information.

SUBTITLE F—OTHER MATTERS

Section 661—Repeal of Annual Reporting Requirement Regarding
Effects of Recruitment and Retention Initiatives

This section would repeal the requirement in section 1015 of title
37, United States Code, for the Secretary of Defense to submit an
annual recruiting and retention report.

Section 662—Pilot Project Regarding Providing Golf Carts
Accessible for Disabled Persons at Military Golf Courses

This section would require the Secretary of Defense to conduct a
test to determine the cost effectiveness, demand, and utility of pur-
chasing golf carts that are accessible to disabled persons. This sec-
tion would require the Secretary to purchase or acquire from other
Department of Defense resources a minimum of three golf carts de-
signed to provide access to disabled golfers at a minimum of three
military golf courses. The three golf courses would be geographi-
cally dispersed, but one would be in the Washington D.C. metro-
politan area. The test would be conducted for a minimum of one
year. This section would require the Secretary to submit a report
on his findings and recommendations not later than 180 days after
the conclusion of the test.

The committee believes that it is important for military golf
courses to lead the nation in facilitating the participation of dis-
abled golfers by offering the latest in golf cart technology. However,
the committee appreciates that more must be understood about the
cost effectiveness, demand, and utility of purchasing the specialized
golf carts. The committee believes that the study proposed in this
section would provide the needed information.

Section 663—Enhanced Authority to Remit or Cancel Indebtedness
of Members of the Armed Forces Incurred on Active Duty

This section would extend the termination date of the temporary
expanded authority for the secretaries of the military departments
to remit or cancel indebtedness of military members included in
section 683 of the National Defense Authorization Act for Fiscal
Year 2006 (Public Law 109-163) from December 31, 2007, to De-
cember 31, 2009. This section would also increase the period of
time following honorable discharge or separation during which the
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secretaries may exercise the expanded authority to remit and can-
cel indebtedness from one year to five years.

TITLE VII—HEALTH CARE PROVISIONS
OVERVIEW

The committee is concerned about the capability of the Defense
Health Program to sustain the long-term quality and accessibility
of the health care provided to the members of the armed forces and
their families, along with retirees and their families. In the face of
the growing cost of health care, the committee recognizes that the
Department of Defense (DOD) may face significant challenges con-
trolling that cost while providing for the medical readiness and
force health protection for the men and women in uniform and en-
suring health care services to all other beneficiaries. In this con-
text, the committee closely examined the Department of Defense
proposals to reduce the cost of health care and concluded that the
plan relies too narrowly on increasing the costs of TRICARE to re-
tirees. The committee believes that a more comprehensive approach
to sustaining the military health care benefit is required and that
changes to the military health care benefit require careful, delib-
erate consideration with a full accounting of the impact across the
board. Therefore, the committee recommends legislation to require
a review of DOD plans to reduce the cost of health care and an as-
sessment and recommendations for sustaining the military health
care services provided to members of the armed forces, retirees,
and their families. The committee makes these recommendations to
allow for a period of time to shape a comprehensive approach to ad-
dress the cost of military health care.

The committee remains strongly committed to ensuring that
members of the armed forces, retirees, and their families have ac-
cess to quality health care. Accordingly, the committee recommends
legislation to provide coverage for forensic examinations following
sexual assaults and domestic violence and coverage for anesthesia
and hospital costs for dental care provided to children and certain
other beneficiaries. In addition, the committee directs the Secretary
of Defense to conduct a demonstration project to provide over-the-
counter medications under the pharmacy benefit program.

Finally, the committee is steadfast in its view that the Depart-
ment of Defense and the federal government should not be doubly
liable for the cost of financial incentives paid by DOD contractors
to employees to enroll in the TRICARE program and still be at risk
for the cost of providing health care to TRICARE-eligible employ-
ees. As such, the committee recommends legislation that would es-
tablish as unallowable the contract costs that result when DOD
contractors pay or otherwise create financial incentives for
TRICARE-eligible employees to use the TRICARE or other govern-
ment-sponsored health care programs in lieu of the contractor-pro-
vided health care program.

In light of the many challenges faced by the military health care
system, the committee continues to believe that the Defense Health
Program must be fully funded.
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