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HOUSE ARMED SERVICES COMMITTEE: “Review the policy to dispose of materials in
the National Defense Stockpile and determine whether the NDS should be reconfigured to
adapt to current world market conditions to ensure future availability of materials required
for defense needs” (2006 National Defense Authorization Act)




TABLE 4-1 Comparnson o

angeas in Dol Strategy, s Approach to Stockpili

the Impact

an the Assumptions Mades in the Stockpiles Requireaments Analysis and the Number of Requirements

Reportad to Congrass.

The table shows NDS assumptions lag significantly changes in DoD strategy and

that reqguirements have bean reduced to near zero. Tablzs 6-4 gives more details on the reguirements

reparted.
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Stockpile
Approach

Stockpile Assumptions
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Stockpile
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{1989-1992) |
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(1993-1957)
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(1997-2001)
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Strategic Deterrence &
Defense

Forward Presence
Crisis Response
Reconstituticn

2 MRCs
Prepositioning of
military supplies
oVerseas

1-Defend the Homeland
A-Deter forward in 4
critical regions
2-Swiftly defeat 2
adversaries nearly
simultaneoushy

1-Win 1 decisively

cep

1-Defend the Homeland
4-Respond to the
spectrum of conflict
2-Swiftly defeat 2
adversaries nearly
simultansoushy

1-Win 1 decisively

cep

Prepositicned stocks
"Stockpile routine
defense articles such as
helmets, body armor
and night vision devices
for use by cealition
partmers.”
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included as an
explicit part of |
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hedge against
potential
resurgence of
Soviet Union
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Indefinite duration
conflict

Reguirements modeled
for first 2 years

1 year warning time
(1989-91)

3 year mobilization
[1993-) after
non-nuclear,
conventional conflict
7-9 years waming
{1995-)

2-4 years mobilization
3 year conflict (34
maonths intense; 2
years+ stalemate; 3-4
months wrap up)
Litthe warning

1 year conflict [1999-)
3 year regeneration
period

Litthe warning

1 year conflict (1999-)
3 year regeneration

period

Catastrophic US incident |

added
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Box 1-1 Materials Being Held by the National Defense Stockpile (May 2007)

At the time of writing the NDS stores 28 materials. Two are being held against a national emergency:
Quartz Crystal and Beryllium Metal - Hot Pressed Powder (HPP). The NDS has 171 short tons (ST) of
Beryllium HPP in inventory of which 121 ST has been authonzed for sale but which is being held
pending a determination of whether the HPP should continue to be held Department of Defense needs
or Department of Energy needs.

Twenty-five commodities are available for sale:

Aluminum Oxide Manganese Qre, Metallurgical grade
Beryllium Copper Master Alloy Manganese Qre, battery grade
Beryllium, vacuum cast Mica

Chromium Metal Platinum

Cobalt Talc, block/lump

Columbium Metal Ingots Talc, ground

Diamond Stones Tantalum Carbide Powder
Ferrochromium,High-Carbon Tin

Ferrochromium, Low Carbon Tungsten Metal Powder
Germanium Tungsten Ores and Concentrates
Iodine Vegetable Tannin

Iridium Zinc

Manganese Ferro High Carbon

NDS also stores mercury, which i1s not available for sale and is expected to be shipped to the
Hawthorne Army Depot in Nevada during 2007.

DNSC operates 17 active storage sites, having matenal available for sale or sold and awaiting
shipment, with 8 additional sites pending environmental restoration or certification before being
turned over to the property owner. By the end of FY 2007 enly three staffed sites will be operating.







== Stockpile goal

= Stockpile inventory
® Estimates

1958 3-year war

1973 two simultaneous

conflicts
1 year normal use only

available from U.S. an 1976 1 major 1989 Imports more available

Canada conflict +
1991 Carribean imports

available

1995 3-year conflict with

7-9 year's warning

1997 1-year conflict in
1993 3-year war with 3- to 5- 2 theaters

year mobilization \

5 year war + essential civilian
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Historyof the Stockpile

WWII- Korea

— Createdl1939in responseto threat of war

— Modified 1946 (materialsstorage refining/processing)

— 1947NationalSecurityAct createdCivilianMobilizationAgency

— 1953,0fficeof DefenseMobilization

ColdWat

— Quantitiesreduced,numerousdisposalnitiatives
1965 StockpileAct combinedall Federalstockpilesandreserves
1973,Defensepurposesonly
1976,reinstatedessentiakivilianneeds
1979 StockpileAct, transferredresponsibilityto FEMA

— 1980,ReagarNationalSecurityCouncil- stockpilesunnecessary

Ealln 'F Qn\lloﬂ Ininntn Dracan
ranso ICluUIiUinilo ricSceil

1988,E01262alirectsSECDERs StockpileManager,|DAperformsanalysis
1991,GAO DoD/IGcallprocessdeficient

1992,Congressuthorizessell off at SECDEEquest

1992to present:$1.6Bsold

President authorizes materials and quantities to be held, and only
President may authorize release in war or national emergency




GAO(1975)- StockpileObjectivesf Strategicand CriticalMaterialsShouldBe
Reconsdered Becauseor Stortages Recommerued SECDERd NSGe evduate
stockpileassumptions

CB((1983)- Strategiand CriticalNon FuelMaterials:Problemsand Policy
Alternatives Noted that NDSwvasnot aneconomc stodkpile. Suggestal'policy
optionsto diversifysourcesof supply

DoD/IG(1991)- AuditReportof the InspectorGeneral:Requirementdor the

NationalDdenseStockpile“ Theprocesdor determiningthe types,quantities,
andqualitiesof the materialsto be acquiredfor andretainedin the stockpile
needsimprovement

GAO(1992)- CommentOnDoD’s1992Reportto the Congressnd Proposed
LegislationOfthe 40 materialsidentified asstockpilegoalsin 1989,the stockpile
wasdeficientin all but one,and hadbeensosincel1980.

No significant reports on this subject for over a
decade and no actions on recommendations
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Increasingglobaldemand

Dramaticchangesn sourceof supply
— DiminishedUSinfluenceon markets

Volatilemarketsand pricing
Corporateconsolidatiol
DiminishedUSprocessing




Import Dependence

STRONTIUM

THALLIUM

THORIUM

VANADIUM

YTTRIUM

GALLIUM

GEMSTONES

BISMUTH

PLATINUM

STONE (dimension)
ANTIMONY

RHENIUM

TANTALUM

BARITE

DIAMOND (natural industrial stone)
PALLADIUM

COBALT

POTASH

TIN

CHROMIUM

TITANIUM (sponge)

IODINE

TITANIUM MINERAL CONCENTRATES
TUNGSTEN

SILVER

ZINC

NICKEL

SILICON (ferrosilicon)

PEAT

MAGNESIUM METAL
GARNET (industrial)
MAGNESIUM COMPOUNDS
DIAMOND (dust, grit and powder)
ALUMINUM

NITROGEN (fixed), AMMONIA
COPPER

PERLITE

VERMICULITE

MICA, scrap and flake (natural)
CADMIUM

GYPSUM

SULFUR

CEMENT

IRON and STEEL

SALT

PUMICE

TALC

IRON and STEEL SLAG
PHOSPHATE ROCK

IRON ORE

LEAD

LIME

SAND AND GRAVEL (construction)

Mexico, Germany
Russia, Belgium
France
Czech Republic, Swaziland, Canada, Austria
China, Japan, France, Austria
China, Japan, Ukraine, Russia
Israel, India, Belgium, South Africa
Belgium, Mexico, China, United Kingdom
South Africa, United Kingdom, Germany, Canada
China, Mexico
China, Mexico, Belgium
Chile, Germany
|| Australia, Canada, China, Japan
China, India
Ireland, Botswana, Ghana, Belgium
Russia, South Africa, United Kingdom, Belgium
Norway, Russia, Finland, Canada
Canada, Belarus, Russia, Germany
Peru, Bolivia, China, Indonesia
South Africa, Kazakhstan, Zimbabwe, Russia
Kazakhstan, Japan, Russia
Chile, Japan
South Africa, Australia, Canada, Ukraine
China, Canada, Germany, Portugal
Mexico, Canada, Peru, Chile
Canada, Mexico, Peru, Australia
Canada, Russia, Norway, Australia
China, Venezuela, Russia, Norway
Canada
Canada, Russia, China, Israel

P Aus!ralla India, China, Canada

| ] cnina, Ireland, Ukraine, Russia
_ Canada, Russia, Venezuela, Brazil
. Trinidad and Tobago, Canada Russia, Ukraine
| "l cnile, canada, Peru, Mexico

| | south Africa, China
| ] canada, China, India, Finland
- lAustralia, Canada, Belgium, Peru
Canada, Mexico, Spain, Dominican Republic
Canada, Mexico, Venezuela
Canada, Thailand, China, Venezuela
Canada, European Union, Mexico, Brazil
Canada, Chile, The Bahamas, Mexico
Greece, ltaly, Turkey
China, Canada, France, Japan
Canada, ltaly, France, Japan
Morocco
Canada, Brazil, Chile, Australia
Canada, Australia, China, Mexico
Canada, Mexico
Canada, Mexico, The Bahamas










Jetfighter enginesand other aircraft components
Missileguidancesystems
Electroniccountermeasuresystems
Underwatermine detectionsystems

Anti missiledefensesystems

Rangdinders

Satellitepower systems
Satellitecommunicationsystems

Source: US Geological Survey Fact
Sheet 087-02




NDSModeling

Joint Staf War PlanningScenario
— Timephasedweaponand materiel productionrequirements
— Currentinventories consumption attrition, other variable:
Translatoraggregatesnilitary needsinto demandson USindustry
— Addedto Nondefensedemands
Shortfallin supplystimulatesinvestment
Totalindustrydemandby sectormultiplied by material input coefficients

{1~ ' A A+
(Hastcuullilstulivalualaq,

Resultsare comparedto availableandprojectedimportsandUS
production

Shortfallsare candidatesfor NationalDefenseStockpile
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Materials list consdered for NDSdoesnot adequaely addressnew and
emergingmilitary needs

Significantime lagsoccurbetweenl) military planningandscenario
development?) identified requirementsandlegislatedgoalsand 3)
legislatedgoalsandactualinventorylevels

Thosegoalswhichdo existare not a result of the approvedmodeling
proces:

Goalshavenot respondedio changesn military scenarios

The process is based on ideas of defense mobilization and on
large scale economic modeling which, while sophisticated, are
inconsistent with the current and actual practice




Originally intended to insuresurgecapability and continuousaccesgo
materialsfor protractedconflict

Scenaridbasedmodelingdid not adequatelyaccountfor uncertaintiesin
supply

Policiedargelyintendedto reduceforeigndependence-assumes
availabilityof domesticsources

— Import restrictions

— Restrictionson foreigninvestment

DefenseProductionAct providesfor priorities and governmentinvestment
in facilities— assumesvailabilityof domesticsupplies




Findingsand Conclusion®f the Study

Conclusion: The design, structure, and operation of the National Defense
Stockpile render it.ineffective. in resnanding ta modern needs _and.threats._.__.

There is a lack of specific defense demands data  for particular materials and the process is episodic as opposed to
being dynamic.

The NDS cannot be responsive to changes in world markets in real time to reflect specific defense needs.

Conclusion: The Department of Defense  appears not to fully understand its
needs for specific materials nor have ade quate information on their supply.

Conclusion: A lack af.npasldataend infarmatian,,. —both damestic. 2od.
offshore—on the availability of materials impedes the effective management
of defense-critical supply chains




Recommendations

Conclusion: Committee believes there is a need for a new approach in
the form of a national defense-materials management system.

There remains a roie or the federal goverrmmermirnr e attvenrmanagentent it suppty b Thatetran's lof uelefrsesysiethis

Recommendation: The Secretary of Defense should establish a new
system for managing the supply of these materials.

Holding a materials inventory would be one of the many tools available

The operation of a new system will depend critically on the conduct of analyses *haic @it f~frnensc -specific
materials needs .

The operation of a s ystem for mana ging materials needed for national defense
should be guided by the following general principles:

Establish an ongo’ing analytucal process

Provide the option of partne ring with private industry  as well as options for outsourcing
Provide an appropriate a nd robust information system  and forecasting tools.

Solicit advisory input  from industry, academia, and other stakeholders

Evaluate rayding and . suhstitution,,,  as additional sources of key materials.




Recommeroations

Recommen dation: The federal governmen t should improve an d secure
the systems for gathering data and information , both at home and abroad,
on the availability of materials for defe  nse needs. It must be able to

obtain wturde "ot Oil.

The geographic locations of secure supplies of critical materials and of alternate supplies;
The potential for market and ge opolitical disruptions as well as  logistical and transportation
upsets and the risks posed by them;

The use of materials in defense applications, in the non-defense industrial sectors of the United
States, and in the rest of the world’s large commodity-consuming nations.




e The comnitteebeli eves lhat The National DetenseStockpil e
has not been a priority for tb Department of Defense and Is

hopeful that this igratwill hatha catplystintlapasuiits

and much needed action.




DODReportToCongress
Reconfguration of the NationalDefenseStoclpile
April 2009

e InResponsdo
— HR1815,NDAAFYO06
— HR5122,NDAAFY0/7(HRRepl0989)

— DODAppropriationsBill2008(HRRep10¥52,S.Repll0r
155)

e (Conauded
— Nolongerrely on USbuyingpower
— Need greaterlatitude to reactto markets
— Must better alignmaterialswith military needs

— Suspenadesof thirteen commodities
« Monitor, strategizethirty nine others




Departmentof Defense
Recommendedhanges

Createintegrated,interagencyapproach
GiveDODmore programmaticlexibility
Usestrategicsourcing nternationalpartnering
Createrepeatablesystemto identify military need:

— Strongfocuson technologicallyadvanced
materials

— Radicallynew modelingtechnique




MaterialsSalesSuspended




DODRet.ookAt SelectedVaterials










NationalAcademies
GovernmentiJniversityindustryResearchiRoundtable

o “DiminishingNaturalResourcesRecognizing
Limitations,Respondingo the Challenges”

— Will considerrare earth metalsaswell asmore common
— Examine

Availability

Potentialglobaltensions

Flow o matenaisin industrial sedor

Meansof sustainability

InnovativeR&D

— Speakersrom OSTRJSGIDOD ArmyWar
College GE Universitie:

 NationalMaterialsAdvisoryBoardparticipation
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 HouseDefenseAppropriations(HR3326)
— Earmarkio reopena Californiarare earth mine (Molycorp)
— (Awaitingconferencecommitteea/o 11/10/009)
« NationalDefenseAuthorizationAct(HR2647)
— Enacted
— RequireDefenseSciencaBoardStudy

« Military capabilitieampactedby supplyor shortageof
rare earth materials

 AmericanMedicallsotopesProductionAct(HR3276)
— PromotesUSproductionof Mo B9




