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S. 2296 would prescribe various authorities and policies that govern national defense and foreign affairs.

The bill would affect direct spending, as shown in the table and discussed below. Those effects stem

mainly from new requirements that would restrict the Department of Defense’s (DoD) ability to purchase

generic pharmaceuticals, authorize DoD to enter into multi-year contracts for ship maintenance, and

promote the use of third-party financing for improvements to the defense industrial base.

Estimated Changes in Direct Spending Under S. 2296, the National Defense Authorization Act for

Fiscal Year 2026

As reported by the Senate Committee on Armed Services on July 15, 2025

https://www.congress.gov/bill/119th-congress/senate-bill/2296/text?s=4&r=1

By Fiscal Year, Millions of Dollars

2025- 2025-
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2030 2035
Increases or Decreases (-) in Direct Spending
Section 220A. Advanced Manufacturing
Programa
Estimated
Budget Authority 0 0 0 0 0 0 0 0 0 0 0 0 0
Estimated
Outlays 0 5 5 5 5 0 0 0 0 0 0 20 20
Section 321. Multi-Year Ship
Maintenance Contracts®
Estimated
Budget Authority 0 0 1,700 1,700 1,700 1,700 0 0 0 0 0 6,800 6,800
Estimated
Outlays 0 0 1,150 1,550 1,600 1,650 500 100 50 0 0 5,950 6,600
Section 524. Remotely Piloted Aircraft
Crewe
Estimated
Budget Authority 0 * 1 1 1 1 1 2 2 2 2 4 13
Estimated
Outlays 0 * 1 1 1 1 1 2 2 2 2 4 13
Section 622. Extension of Temporary
Early Retirement Authorityd
Estimated
Budget Authority 0 * * * -1 -1 -2 -4 -5 -6 -6 -2 -25
Estimated
Outlays 0 * * * -1 -1 -2 -4 -5 -6 -6 -2 25
Section 822. Contract Financing Costse
Estimated
Budget Authority 0 20 20 20 20 20 20 20 20 20 20 100 200
Estimated
Outlays 0 20 20 20 20 20 20 20 20 20 20 100 200
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Estimated Changes in Direct Spending Under S. 2296, the National Defense Authorization Act for
Fiscal Year 2026

As reported by the Senate Committee on Armed Services on July 15, 2025
https://www.congress.gov/bill/119th-congress/senate-bill/2296/text?s=4&r=1 (Continued)

By Fiscal Year, Millions of Dollars

2025- 2025-
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2030 2035

Increases or Decreases (-) in Direct Spending
Section 849A. Defense Industrial Base

Fund'

Estimated

Budget Authority 0 50 50 50 50 50 50 50 50 50 50 250 500
Estimated

Outlays 0 100 125 135 140 50 50 50 50 50 50 550 800

Section 878. Generic Pharmaceuticals?

Estimated
Budget Authority 0 400 800 800 900 900 1,000 1,000 1,000 1,100 1,100 3,800 9,000
Estimated
Outlays 0 385 785 800 895 900 995 1,000 1,000 1,095 1,100 3,765 8,955

Section 1066. Nevada Test and
Training Rangeh

Estimated
Budget Authority 0 10 10 10 11 11 11 13 13 13 13 52 115
Estimated
Outlays 0 10 10 10 11 11 11 13 13 13 13 52 115

Section 1223. Ukraine Security

Assistance!

Estimated

Budget Authority 0 0 0 0 0 0 0 0 0 0 0 0 0
Estimated

Outlays 0 0 2 3 0 0 0 0 0 0 0 5 5

Section 1411. Stockpile Disposal

Authorityi
Estimated
Budget Authority 0 -2 -2 -2 -2 -2 -2 -2 -2 -2 -2 -10 -20
Estimated
Outlays 0 -2 2 -2 -2 -2 -2 -2 -2 -2 -2 -10 -20

Total Changes in Direct Spending

Estimated
Budget Authority 0 478 2,579 2,579 2,679 2,679 1,078 1,079 1,078 1,177 1,177 10,994 16,583
Estimated
Outlays 0 518 2,096 2,522 2,669 2,629 1,573 1,179 1,128 1,172 1,177 10,434 16,663

Components may not sum to totals because of rounding; * = between -$500,000 and $500,000.
Estimates relative to CBO's January 2025 baseline.

a. Section 220A would direct the Department of Defense (DoD) to approve for manufacture 1 million
parts that are produced using innovative techniques, such as 3D printing and robotics. The provision
authorizes the use of subsequent discretionary appropriations or other funds, such as appropriations
that are available under current law, for that effort. CBO expects that some of the costs would be paid
from currently available appropriations, including, for example, funding provided in the 2025
reconciliation act for the Defense Industrial Base Fund. Changes in outlays from currently available
balances are classified as direct spending.


https://www.congress.gov/bill/119th-congress/senate-bill/2296/text?s=4&r=1

Section 321 would require the Department of the Navy to use multiyear contracts for the maintenance
of surface ships through January 1, 2031. The department would not be required to record an
obligation for the estimated cost of all projected maintenance or repair work at the time of contract
award. The authority to enter into contracts in advance of appropriations is classified as direct
spending. CBO expects that the Navy could use the authority provided by section 321 to enter into
multiyear maintenance contracts for four ship classes: amphibious assault ships, cruisers, destroyers,
and littoral combat ships.

Section 524 would require DoD to coordinate with the Department of Veterans Affairs (VA) to
establish a status identifier that is equivalent to a combat status identifier for crew members of
remotely piloted aircraft who conduct combat operations. As a result, more veterans would receive
disability compensation and health care from VA. Further, the amendment might increase the number
of crew members who receive Combat-Related Special Compensation for combat-related disabilities.
VA disability compensation and Combat-Related Special Compensation are paid from mandatory
appropriations.

Section 622 would extend Temporary Early Retirement Authority for five years, until

December 31, 2030. Under that authority, DoD can offer retirement to a service member with at least
15 but fewer than 20 years of service. The retired pay of those early retirees would be paid from
discretionary appropriations until the point at which the retiree would have reached 20 years of
service; after that, the annuity would be paid from the Military Retirement Fund, a mandatory
appropriation. Retired pay is reduced by one percent for each year fewer than 20 that the retiree
served. Thus, people who retire under the authority would receive smaller annuities from the Military
Retirement Fund because those early retirees would have fewer than 20 years of service. CBO
expects that most of the early retirees under section 622 will retire after 20 years of service under
current law. Thus, section 622 would reduce direct spending for retired pay by $25 million over the
2026-2035 period. Discretionary payments for retired pay during the early retirement phase would
increase by $75 million, subject to the availability of appropriated funds.

Section 822 would authorize DoD to reimburse contractors for financing costs to improve privately
owned production facilities. Because federal funds would be used to develop and expand production
capacity, CBO would treat that authority as a long-term commitment that would obligate the
government to make financing payments in future years. CBO anticipates that DoD would use that
authority to support at least one project per year.

Section 849A would permanently authorize DoD to enter into agreements with entities to finance
capital improvements at nonfederal facilities that produce weapons and other products for the
department. CBO considers those expenditures to be governmental activities that should be recorded
in the federal budget. Because the financing and expenditures by those entities would not be subject
to appropriation, CBO classifies those cash flows as direct spending. CBO expects that the amount of
third-party capital raised under that provision would roughly equal similar DoD programs supporting
defense industrial base entities. Section 849A also would expand the purposes and authorities for
which DoD could use amounts from its Defense Industrial Base Fund, which has substantial balances
of available appropriations from the 2025 reconciliation act. CBO estimates that some of those
balances that will not be spent under current law would be used for the newly authorized purposes.
Changes in outlays from currently enacted appropriations are classified as direct spending.

Section 878 would prohibit DoD from purchasing for resale any generic pharmaceutical unless the
manufacturer lists the country of origin for all active pharmaceutical ingredients and key starting
materials. It is not clear how or whether the department would comply with that prohibition. CBO
anticipates that DoD’s pharmaceutical costs would increase significantly, either through reduced
competition from suppliers because few generic manufacturers would be able to meet the



requirement, or through substitution of brand-name pharmaceuticals. About half of DoD pharmacy
costs are paid from the Medicare-Eligible Retiree Health Care Fund, a mandatory appropriation.

h. Section 1066 would require DoD to classify the Nevada Test and Training Range as a location where
contamination occurred and to identify former service members who were stationed there after
January 1951. CBO estimates that classifying the site as a location where contamination occurred
would result in additional veterans receiving disability compensation and health care from VA.

i. Section 1223 would extend by two years the period that DoD could use its fixed-term appropriation for
the Ukraine Security Assistance Initiative (USAI) to provide training and other support to the military
and national security forces of Ukraine. Generally, fixed-term appropriations may only be used for
requirements arising during the period when the appropriation is available for obligation. CBO expects
that some of the amount provided for 2025 that remains available for 2026 will not be spent. Allowing
DoD to use that appropriation to support USAI activities for two fiscal years after its original
availability would, therefore, increase outlays from available balances.

j- Section 1411 would authorize DoD to sell material from the National Defense Stockpile at its
discretion. Under current law, DoD is authorized to sell specific amounts of certain materials. DoD
has identified most of the current Stockpile inventory as critical for national security purposes; thus,
CBO expects the department would dispose of small quantities of materials each year under this
authority.

On September 11, 2025, CBO updated this estimate regarding section 868, Repeals of Existing Law to
Streamline the Defense Acquisition Process. When the estimate was posted on September 3, 2025, CBO
had not completed its review of that section. CBO now estimates that enacting section 868 would change

net direct spending by less than $500,000 over the 2026-2035 period and would not affect revenues.

Other provisions of S. 2296 would have insignificant effects on direct spending and revenues.

In addition to the effects on direct spending, as noted in the table, the bill would affect spending subject to
appropriation. CBO has not estimated those effects.

CBO estimates that enacting S. 2296 would increase net direct spending by more than $2.5 billion in any
of the four consecutive 10-year periods beginning in 2036.

CBO estimates that enacting S. 2296 would increase on-budget deficits by more than $5 billion in any of
the four consecutive 10-year periods beginning in 2036.

S. 2296 would impose intergovernmental and private-sector mandates as defined in the Unfunded
Mandates Reform Act (UMRA). CBO estimates that the total cost of those mandates would not exceed
the thresholds established in UMRA for intergovernmental and private-sector mandates ($103 million and
$206 million in 2025, respectively, adjusted annually for inflation).
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