Department of Defense Appeal

FY 2005 Defense Appropriation Bill
Subject:  Expeditionary Fighting Vehicle (EFV) Funding




Appropriation:  Procurement, Marine Corps



Summary:  The Senate reduced the DoD request by $15M because of concerns about the delay in site selection for an EFV production site, and slow execution of FY04 funding for special tooling and equipment in the EFV production facility. 
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DoD Position:  General Dynamics Land Systems (GDLS) announced the Joint Systems Manufacturing Center (JSMC), formerly known as the Lima Army Tank Plant, in Lima, Ohio, as the main assembly site for the U.S. Marine Corps’ Expeditionary Fighting Vehicle (EFV) on 17 Jun 04.  The Department opposes the Senate reduction because it would drive up the program’s RDT&E and PMC costs and delay fielding of this critical capability to the United States Marine Corps.
· The Department did incur some slip in execution in FY04 while awaiting OSD approval.  That slip gave the Marine Corps the ability to include $36M from EFV on the FY04 Omnibus Reprogramming Request to cover warfighting needs.  While it is the Marine Corps’ intent to restore that $36M in FY05, the net effect of the Senate and Omnibus Reprogramming reductions is a 33% reduction in FY04/05 funds budgeted for special tooling required for EFV production. The program is currently in the System Development and Demonstration (SDD) phase, 15 months from a Milestone C, LRIP decision.   During the SDD phase, special tooling requirements were validated at the prime contractor and 16 major subcontractors using prototype production processes during the manufacture of ten vehicles.  

· The 33% budget reduction will eliminate critical tooling required for EFV production, will require a reprioritization of tooling procurement and will necessitate incorporation of significant changes to production processes previously proofed during the SDD phase at the prime contractor, 16 major subcontractors and more than 12 lower-tier vendors.  The vehicles will be built with reduced automation and increased touch labor during Low Rate Initial Production (LRIP) and until the deleted tooling is procured.

· Schedule impacts include a one year delay of the Milestone C (MS C), LRIP decision plus an additional three month delay in LRIP vehicle deliveries due to longer production cycle times.  Corresponding delays of 15 months in Initial Operational Test and Evaluation (IOT&E), Initial Operational Capability (IOC), and Full Rate Production (FRP) will result.

· Cost impacts are a $150M increase in RDT&E to revise production planning processes and to continue vehicle developmental testing, LRIP design and life cycle management efforts for the additional year prior to the MS C decision.   PMC impacts of $365M will result due to increased unit costs associated with reduced automation, procurement of deferred tooling to meet FRP rates, and the escalation impacts of shifting the procurement profile by one year. 
The Program urges support of the President’s Budget.
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