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(1) 

COAST GUARD MAJOR ACQUISITIONS 

THURSDAY, MAY 14, 2015 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON COAST GUARD 
AND MARITIME TRANSPORTATION, 

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE, 
Washington, DC. 

The subcommittee met, pursuant to notice, at 10:37 a.m. in room 
2253, Rayburn House Office Building, Hon. Duncan Hunter (Chair-
man of the subcommittee) presiding. 

Mr. HUNTER. The subcommittee will come to order. The sub-
committee is meeting today to review the Coast Guard’s major ac-
quisition programs. 

As this subcommittee has continually highlighted, the Coast 
Guard currently operates tens, and in some cases, hundreds of 
thousands of hours short of its operational targets. This means as-
sets are not there for the Service to secure our ports, protect our 
environment, and ensure the safety of our waterways. Last month, 
the subcommittee held a hearing on Coast Guard missions and 
heard from the Service’s vice admiral in charge of operations who 
attributed much of the failure to meet mission performance goals 
to not having a sufficient number of modern assets. 

The only way to reverse the decline in the Coast Guard’s mission 
performance is to make the necessary investments to acquire new 
and improved assets. Unfortunately, based on the fiscal year 2016 
budget request, as well as the fiscal year 2016 through 2020 CIP 
[Capital Investment Program], it appears the President refuses to 
make those investments. 

The President’s budget cuts funding needed to acquire critically 
needed replacement assets by 17 percent. The budget also fails to 
guarantee the funding needed to begin detailed design for the Off-
shore Patrol Cutter. Failure to move into detailed design on the 
OPC by the end of 2016 could result in significantly higher costs 
and substantial acquisition delays. Moving this and other acquisi-
tions further to the right will only further degrade Coast Guard 
mission performance. 

Unfortunately, the situation does not improve any time in the 
near future. According to the Coast Guard’s Capital Investment 
Plan, over the next 5 years, annual funding for acquisitions never 
exceeds $1.2 billion. That is approximately $1 billion less than the 
GAO and the former Commandant of the Coast Guard have testi-
fied is needed on an annual basis to keep the current acquisition 
program on schedule and on budget. The CIP is nothing more than 
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a roadmap to additional acquisition delays, increased costs for tax-
payers, and ongoing mission performance failures. 

I have said this for some time now: If the President is going to 
send us budgets that fail to pay for the assets needed to meet 
Coast Guard mission requirements, then it is time for him and the 
Coast Guard to review their mission requirements. That is why, in 
the last bill that we passed, the Howard Coble Coast Guard and 
Maritime Transportation Act of last year, required the Coast Guard 
to submit a revised Mission Need Statement to this committee. The 
Mission Need Statement is the underlying justification for the 
Service’s acquisition program. It lays out mission requirements and 
helps identify gaps in capabilities. So, if you don’t have the assets, 
you are not going to get the assets unless you change the mission 
to match the assets. 

The Coast Guard has assured the subcommittee that we will re-
ceive the revised Mission Need Statement in July. At that time, I 
intend to hold a hearing to review it and determine whether the 
administration intends to continue the charade of expanding Coast 
Guard mission requirements without providing the Coast Guard 
the assets it needs to meet those requirements. 

In the interim I look forward to today’s update on the status of 
the Coast Guard’s current acquisition programs and the challenges 
the Service is facing—we got our gavel, now we can—now we are 
a real subcommittee, that is good. 

[Laughter.] 
Mr. HUNTER. And the challenges that the Service is facing in 

fielding these new assets. 
I thank the witnesses for appearing today and look forward to 

their testimony. 
With that, I yield to Ranking Member Garamendi. 
Mr. GARAMENDI. Chairman, thank you very much. And, to your 

staff, thank you for meeting our need for caffeine and coffee. Appre-
ciate that. 

I appreciate the opportunity to once again assess the Coast 
Guard’s ongoing efforts to recapitalize its surface, air, and commu-
nications assets. And nothing should be more important to this 
subcommittee than our responsibility to ensure that our Nation’s 
multimission military maritime law enforcement authority has the 
tools it needs to meet the many challenges it faces, day in and day 
out, off our shores and around the world. 

The Coast Guard’s Capital Investment Program, or CIP, is essen-
tially a roadmap. The Coast Guard provides this plan to Congress 
to help guide our decisions on what and how much we should in-
vest annually to fulfill the largest recapitalization program in the 
Service’s illustrious history. 

Fortunately, the Coast Guard has been able to make some impor-
tant progress in this effort. For example, it has begun on the eighth 
and last National Security Cutter. Once built, this final hull will 
complete the transition from the legacy fleet of High Endurance 
Cutters to a new, modern cutter fleet that is fewer in number, but 
far more technologically capable than its predecessors. 

However, there are concerns. Regrettably, the Offshore Patrol 
Cutter, the largest and most expensive acquisition in the entire re-
capitalization effort, still remains a concept on the naval architect’s 
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drawing board, and is far, far away from entering production. Even 
some of the new assets that have been provided to the Coast 
Guard, such as the 14 C–27Js, aircraft, that were authorized to be 
transferred from the Air Force to the Coast Guard—and, by the 
way, good work, making that happen, thank you—to bring these 
new assets online is far too slow, raising the potential for future 
operational gaps in the Coast Guard’s fleet of fixed-wing patrol 
craft. 

And then there are other unmet needs. We can go on with a 
lengthy list—and I will—of planned or unplanned needs. Recapital-
ization of the Coast Guard’s—you will like this, Mr. Chairman— 
polar icebreaker—I think we have heard that discussed here many 
times—of well more than $1 billion possibly being spent on that. 
How are we going to get the money for that? Additionally, there is 
substantial backlog of unmet shoreside infrastructure needs that 
was last estimated at over $1.4 billion. 

And, while we should be pleased that the Coast Guard was able 
to complete the Mission Effectiveness Program, MEP, to extend the 
service life of its legacy fleet of Medium Endurance Cutters, the 
delays in the production of the new OPCs will almost certainly re-
quire yet another round of Mission Effectiveness Projects. And that 
is the challenge for Congress. 

Mr. Chairman, you were speaking about the President’s budget. 
And, indeed, it is too little. However, it is reflective of this thing 
called the Budget Control Act, otherwise known as sequestration, 
which is our problem that—we need to break through that, and 
find a much more rational way of funding the necessary govern-
mental programs. 

Well, moving back to the Coast Guard, anything less than a full- 
on effort by the Coast Guard to meet its capital requirements 
isn’t—will leave the Coast Guard far short of always ready, semper 
paratus. But a Coast Guard that is a hollow vestige of the proud 
maritime institution that has served this Nation for very long is 
not what we want. And we share the responsibility of making sure 
the Coast Guard has what it needs to be always ready. 

I yield back, Mr. Chairman. 
Mr. HUNTER. Thank the gentleman from California. Our first 

witness today is Rear Admiral Bruce D. Baffer, the Coast Guard’s 
Assistant Commandant for Acquisition, and Chief Acquisition Offi-
cer. 

Admiral, you are recognized. 

TESTIMONY OF REAR ADMIRAL BRUCE D. BAFFER, ASSISTANT 
COMMANDANT FOR ACQUISITION AND CHIEF ACQUISITION 
OFFICER, U.S. COAST GUARD; MICHELE MACKIN, DIRECTOR, 
ACQUISITION AND SOURCING MANAGEMENT, U.S. GOVERN-
MENT ACCOUNTABILITY OFFICE; AND JAMES H. OFFUTT, 
NATIONAL PRESIDENT, NAVY LEAGUE OF THE UNITED 
STATES 

Admiral BAFFER. Thank you, Mr. Chairman. Chairman Hunter, 
Ranking Member Garamendi, members of the subcommittee, good 
morning. Thank you for the opportunity to speak on Coast Guard 
recapitalization. On behalf of the Commandant, as well as the men 
and women of the Coast Guard, thank you for your oversight and 
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continued support of our Service. My complete statement has been 
provided, and I ask that it be entered into the record. 

The Coast Guard’s acquisition directorate is tasked with man-
aging an annual portfolio in excess of $1 billion to deliver the goods 
and services the coastguardsmen need to perform their missions in 
the field. To these ends, we continue to invest in our acquisition 
enterprise, attracting talented professionals to the Coast Guard, 
maturing military and civilian career paths, and providing training 
and certification opportunities to grow and retrain our highly capa-
ble acquisition workforce. We formalized and documented our proc-
esses and procedures, and we are applying lessons learned. 

I would also like to acknowledge the very effective working rela-
tionship we enjoy with the Government Accountability Office. Over 
the last 14 years, Ms. Mackin has applied her leadership through 
numerous audits, helping the Coast Guard realize our vision as a 
model acquisition enterprise. 

I would also like to recognize the Navy League for their strong, 
ongoing support of the Coast Guard, both at the national and the 
local chapter levels. 

In short, we have been busy. Over just the past few months, we 
completed the program of record for the Response Boat-Medium, 
with delivery of the 174th boat. We completed acceptance trials in 
the fifth National Security Cutter, and awarded a contract for the 
production of the eighth and final cutter in the NSC program of 
record. We issued a request for proposals for full and open competi-
tion for the remaining 26 Fast Response Cutters, and took delivery 
of the seventh and eighth C–130J aircraft. 

The Commandant continues to make recapitalization one of his 
highest priorities, and, recognizing the budget environment, we are 
maximizing every dollar. To this end, we are emphasizing competi-
tion and affordability across the portfolio by employing DOD’s Bet-
ter Buying Power Initiative, particularly focusing on competition, 
early industry engagement, fixed-price contracts, and affordability 
as a requirement. 

As an example, our highest priority acquisition program, the Off-
shore Patrol Cutter, has been structured to formally meet the 
Coast Guard’s most pressing offshore mission requirements 
through the use of commercial standards, fixed-price contracts, and 
state-of-the-market technologies. We are employing an acquisition 
strategy that maximizes competition and promotes the domestic 
shipbuilding industrial base by removing the traditional barriers to 
enter the military shipbuilding market. We will select a single con-
tractor in fiscal year 2016 to complete the detailed design, and ulti-
mately construct the vessel. 

On the aviation side, the Coast Guard is regenerating 14 C–27J 
medium-lift aircraft, providing much-needed maritime patrol capa-
bility. This subcommittee played a crucial role in facilitating the 
transfer from the Air Force to the Coast Guard, injecting additional 
capabilities a year ahead of schedule, and minimizing costs to tax-
payers. 

I know the subcommittee is particularly interested in our efforts 
to increase icebreaking capability. As we continue to develop re-
quirements for a new heavy icebreaker, we are also beginning the 
preservation and evaluation process on Polar Sea. There is no 
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question that the cost of acquiring a new icebreaker and potentially 
reactivating Polar Sea poses a particular challenge in this current 
budget environment. 

In closing, I am extremely proud to lead the dedicated profes-
sionals working tirelessly to ensure the Coast Guard has the capa-
bilities to safely and affordably carry out our 11 statutory missions. 
Successful programs such as the NSC, FRC, HC–144, C–130J, RB– 
M, and Rescue 21 are providing mission capability now, and will 
be for decades to come. I am absolutely certain the OPC will be 
equally successful in meeting all of our performance and afford-
ability requirements. But none of these successes happen without 
this subcommittee’s foresight and commitment. 

Thank you for the opportunity to testify today. I thank you for 
your steadfast support of our Coast Guard. I look forward to an-
swering your questions. 

Mr. HUNTER. Thank you, Admiral. 
Our next witness today is Ms. Mackin, the GAO’s Director of Ac-

quisition and Sourcing Management. 
You are recognized. 
Ms. MACKIN. Thank you, Mr. Chairman. Good morning, Ranking 

Member Garamendi, members of the subcommittee. Thank you for 
having me here today to discuss Coast Guard acquisitions. 

As we have noted in our recent reports, the Coast Guard has 
made strides in its acquisition management capabilities. As the ad-
miral mentioned, competition has been injected into recent procure-
ments, and new assets are being delivered to the operators. Key 
test events are also taking place. 

I will briefly touch on three issues this morning. First, the C–27J 
aircraft transfer and overall status of fixed-wing flight-hours; sec-
ond, observations on the major cutter fleet; and third, I will discuss 
what we view as the most pressing concern facing the Coast Guard, 
which is the affordability of its acquisition portfolio. 

As you know, the Coast Guard is receiving 14 C–27Js from the 
Air Force at no cost. Once operational, these aircraft will contribute 
to Coast Guard missions. But it will take time and money to trans-
fer them from storage, assess their condition, establish a spare 
parts pipeline, and modify them to meet Coast Guard missions. 
The full fleet of 14 operational aircraft is anticipated in 2022, and 
about $600 million will be needed to operationalize the fleet. 

A broader observation regarding the fixed-wing fleet is that, 
under the Coast Guard’s current plan, even with the C–27Js, the 
Coast Guard will fall almost 20 percent short of its annual flight- 
hour goal, which is currently 52,400 hours. The Coast Guard is in 
the process, as was mentioned, of revisiting its 2005 Mission Needs 
Statement, and conducting a fleet mix analysis that may result in 
a different flight-hour goal, or different mix of aircraft. However, 
the fleet mix analysis will not be complete until 2019. 

Regarding surface assets, all eight National Security Cutters are 
on-contract or delivered, and the ship recently completed oper-
ational testing. A general observation there is that the NSC was 
determined operationally effective and suitable, but with several 
major deficiencies. And we are currently doing a more detailed re-
view of the test at the request of the subcommittee. 

VerDate Aug 31 2005 10:50 Sep 05, 2018 Jkt 000000 PO 00000 Frm 00015 Fmt 6633 Sfmt 6633 P:\HEARINGS\114\CG&JOI~1\2015\5-14-1~1\31123.TXT JEAN



6 

To touch on other cutters, the Coast Guard is preparing to re-
compete the remaining 26 Fast Response Cutters, and it is also 
pursuing a competitive acquisition strategy for the Offshore Patrol 
Cutter. The Coast Guard plans to award a contract for design of 
the first tranche of these ships next year. However, the Coast 
Guard faces a significant gap between the projected delivery dates 
of the OPCs and the end-of-service life for the legacy Medium En-
durance Cutters these ships are replacing. The Coast Guard is 
studying how to make the legacy cutters viable for a longer period 
to close this gap, but no decision has been made. 

Finally, the Coast Guard faces affordability challenges that are 
not reflected in the 5-year Capital Investment Plan. The primary 
driver, of course, is the OPC, expected to cost $12 billion, which 
will take up over two-thirds of the Coast Guard’s acquisition fund-
ing while it is being built. Our concern is that the Coast Guard has 
not set forth a long-term acquisition plan for its surface and avia-
tion assets, such as the 20-year plan we recommended last year, 
and which this subcommittee also calls for in its Coast Guard Au-
thorization Act. Such a plan should include necessary tradeoffs 
that reflect budget realities. 

We have recommended, since 2010, that the Coast Guard conduct 
this type of assessment. We believe this approach would help en-
sure that all stakeholders, including Congress, understand the con-
straints the Coast Guard is facing long term, and what it can real-
istically acquire at expected funding levels. 

Thank you. This concludes my statement, and I will be happy to 
answer questions at the appropriate time. 

Mr. HUNTER. Thank you, Ms. Mackin. 
Our final witness today is Mr. James Offutt, national president 

of the Navy League of the United States. 
Mr. Offutt, you are recognized. 
Mr. OFFUTT. Mr. Chairman, Mr. Garamendi, members of the 

committee, thank you for the opportunity to appear before you on 
such an important topic. I would like to submit my full testimony 
for the record. 

Mr. HUNTER. Without objection. 
Mr. OFFUTT. I offer an abbreviated version now, and look forward 

to your questions. 
The U.S. Coast Guard is a very unique service, with military and 

civil responsibilities, and humanitarian missions. The Coast Guard 
has seen its area of responsibility grow to 11 statutory missions. 
But its budget growth has not kept pace with this increase, failing 
to match mission demand or be adjusted for inflation. 

Despite their incredible record of achievement, the Coast Guard 
faces many familiar but daunting challenges. Increased Arctic ac-
tivity, increased maritime transportation goods, and increased 
human and drug trafficking all add demands on the Coast Guard. 
The Service will not properly be equipped to meet these challenges 
unless we make serious investments now. 

The Coast Guard has been clear that it needs an acquisition 
budget of $2.5 billion per year to fulfill its mission. Unfortunately, 
the administration continually requests an acquisition budget that 
hovers at or below $1 billion, with Congress providing the extra 
funding. The administration’s low-budget request for acquisition, 
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construction, and improvements, or AC&I, represent the bare-min-
imum funding for the Coast Guard to accomplish its missions. The 
Navy League notes with disappointment that the requested fund-
ing level for fiscal year 2016 is totally unsatisfactory. Given the fis-
cal climate, the Navy League recommends a budget of at least $1.5 
billion per year, as this committee has authorized, to help the 
Coast Guard achieve its recapitalization goals. 

The highest AC&I priority for the Coast Guard is to lay the 
groundwork for construction of the Offshore Patrol Cutter, which 
will replace cutters built in the 1960s and 1980s. The importance 
of the OPC cannot be overstated. It will function as a Service oper-
ational workhorse to carry out the Coast Guard’s primary missions 
over the next 40 years. Given the magnitude of the impending ca-
pability gap caused by the cutters, the Navy League believes Con-
gress should fund the construction of two OPCs, annually. 

Facing more complex challenges and growing demand signal, 
Coast Guard will need Fast Response Cutters acquired at six per 
year. What a great ship. I visited one in Key West. The capabilities 
are multiple times the cutters that they are replacing. I am amazed 
at the bridge. The bridge has a very modern layout, makes the 
seakeeping very easy, and greatly reduces that seakeeping work-
load, and allows the crew to concentrate more on a mission. 

The National Security Cutter acquisition success story. These 
cutters work well in far-off regions, and provide better seakeeping, 
higher sustained transit speeds, and greater endurance and range. 
They also provide an increased array of mission versatility, among 
their other benefits. 

The Navy League is concerned with the increasing capability gap 
caused by the rapid decommissioning of operational assets before 
replacements are available. This cost-driven strategy is not in the 
best interest of homeland security. The answer is new ships sooner. 
The old ones cannot be run effectively. And, in some cases, can’t 
be run safely. 

On the aviation front the Coast Guard will begin using the C– 
27J aircraft acquired through the interservice transfer. It will save 
about a half a billion dollars in acquisition costs. It is a great ex-
ample of interservice cooperation. 

In the near future, the Coast Guard will need to make significant 
investments in its unmanned aircraft systems. This will be a sig-
nificant part of the total force package for major cutters. 

The Coast Guard still faces many of the same challenges that 
come with every major acquisition program, including increased 
costs, driven by material cost increases and less-than-optimum pro-
duction runs. However, these increased costs have not been met 
with increased funds, meaning program delays which, in turn, in-
crease costs for in-service vessel sustainment. This diverts already- 
limited funds from acquisition, further exacerbating the funding 
shortfall. 

Shore infrastructure repairs are estimated to cost $1.4 billion, 
but the Coast Guard has only been given about $40 million a year 
for this needed investment. The costs are increasing faster than the 
Coast Guard can pay—yet another devastating cycle. 

The need for a new polar icebreaker deserves special consider-
ation. The Coast Guard must have a sustained presence there. We 
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need to invest more, but we cannot allow this investment to disrupt 
other planned capitalization. The top line of the acquisition budget 
must increase. The committee could also consider a special fund 
outside the normal AC&I budget for an icebreaker similar to the 
National Sea-Based Strategic Deterrence Fund, created for the Na-
tional Defense Authorization Act. The alternative is not funding a 
new polar icebreaker, and is a U.S. abdication of Arctic influence 
and responsibility. 

All the major decisionmakers have agreed the Coast Guard’s re-
capitalization and modernization at current funding levels will not 
sustain the Coast Guard mission. We recognize the fiscal environ-
ment. But, given the role of the Coast Guard, saving American 
lives, safeguarding our national security, and contributing to eco-
nomic prosperity by ensuring the free flow of commerce, we believe 
the Service deserves special consideration. 

In his annual address, the Commandant stated the Coast Guard 
has lost nearly 40 percent of our acquisition budget over the last 
4 years. This pattern can no longer continue. The lack of assets and 
presence where needed causes the Coast Guard to make tough deci-
sions every day about which mission to support. 

The Navy League would like to thank this committee for its lead-
ership, thank Congress for being supportive of the Coast Guard 
and ensuring they have the resources they need. We must be good 
shipmates to all of them, as they have been to every American. 

Thank you, sir. 
Mr. HUNTER. Thank you very much for your testimony. All of 

you, thank you very much. 
The point of this hearing is to get to how we get you the most 

stuff, with the least amount of money, on time. That is the point 
of this, I guess. And finishing, or piggybacking on what Mr. Offutt 
said, if the Coast Guard is making—and the GAO has said that the 
Coast Guard makes tradeoffs within the annual budget process 
every year. We have heard that from you before. It is not a good 
strategy, long term. And I would like you to tell us why, number 
one. 

And, number two, what does the Coast Guard risk by doing it 
like that every year? Thank you. 

Ms. MACKIN. Mr. Chairman, you are right. We have said that for, 
actually, a number of years now. What they risk by this every year, 
when the budget comes through, is, obviously, delaying some as-
sets. We have seen that recently, with the Fast Response Cutter, 
which will lead to more costs down the road. 

What we would like to see, as we have said for a number of 
years, is a long-term plan that sets forth what is needed and, im-
portantly, addresses these tradeoffs that can be made, so that ev-
erybody—there is transparency. Everybody can see what is coming 
down the pike, what is needed to pay for it, and what some of the 
tradeoff options might be. 

Mr. HUNTER. And again, what are the downsides? If they don’t 
do it through their CIP, and they do it every year, and react quick-
ly to whatever the budget request is from the President and our 
authorization appropriations, what do they risk? 

Ms. MACKIN. The risk is that they had, for example, planned to 
buy six Fast Response Cutters a year. The budget comes in less 
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than they had expected. They have to stretch the procurement out. 
That is just an example. That could happen in any number of dif-
ferent programs. 

So, stretching out schedule means operators aren’t getting the 
assets on the schedule that they had expected them. And it can 
also lead to increased costs. 

Mr. HUNTER. Admiral, one question here. Based on the CIP that 
you have now, and kind of along this same line of thought, what 
programs of record, what acquisition items, will be delivered on 
time? 

Admiral BAFFER. We are delivering all of our acquisition pro-
grams on time right now. 

Mr. HUNTER. So everything? 
Admiral BAFFER. The problem is what is the baseline. When we 

have to change the schedule based on funding, then they get 
pushed to the right. 

So, if you look back at the original baseline, they are delayed. 
But if you look at what they require, based on that funding level, 
they are delivering on time. We are delivering on time and on 
budget. 

Mr. HUNTER. So you are saying—when you change the schedule 
to match the budget, then things are on time in the new schedule. 
If you use an old schedule, an original one, then things are no 
longer on time. 

Admiral BAFFER. Yes, sir. 
Mr. HUNTER. OK. 
Admiral BAFFER. That is correct. And what happens is, when we 

stretch them out, that lack of predictable funding increases costs 
for the program. Time cost money, especially on a major program. 
And, as we stretch them out, you still incur the overhead and the 
fixed costs that go along with that production. 

Let me just give you an example. We have got the same team 
building NSCs right now, where we have got four of them on con-
tract that we did when we only had one on contract. So we are able 
to apply that same overhead, the same oversight, to a greater num-
ber of cutters, greater number of assets. So the per-unit cost is 
much more efficient when you can build them fast. When we 
spread them out it slows it down. And then that increases the per- 
unit cost. 

Ms. MACKIN. I think what he said is absolutely right. It is that 
churn every year that, in the past, has led to having to do new 
baselines every year, which is not a small thing to undertake, to 
reflect the stretched-out schedules. That is just not the most effi-
cient way to operate an acquisition program. 

Mr. HUNTER. So, fill me in, then. Out of ignorance—because I 
don’t know—how do you compare—if you are trying to compare 
whether you are on time or not, and whether programs are being 
delivered on time, how do you do that if your schedule—what base-
line do you use? If you really wanted to get an accurate look at, 
originally, when are things supposed to be built, and being deliv-
ered, what baseline do you use? 

Admiral BAFFER. We use the currently approved APB, the Acqui-
sition Project Baseline, that is approved by the Department. When 
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things get stretched out because of funding problems, that requires 
a new APB. Otherwise, you would go into breach. 

Mr. HUNTER. OK, so—but—right. But how do you tell if stuff is 
being delivered on time or not, based on—if you change the base-
line every year, and you change the schedule to match the pro-
grams not being on time, but you change the schedule to match 
them, so that they are on time, how do you know which projects 
are really not on time? Meaning what is your—what original base-
line do you use from 3 or 4 years ago? 

Admiral BAFFER. Well, it really—— 
Mr. HUNTER. Do you do that at all now? 
Admiral BAFFER. Well, yes, sir, we do. It comes down to what is 

the cause. If it is a funding delay or a contract delay, is it a pro-
gram management problem or is it just—we didn’t have the fund-
ing to put it on contract? So, in the big picture, you would go back 
to the original baseline and say, we are behind in recapitalizing the 
Coast Guard because we haven’t built all these ships that we 
thought we were going to have built by this time, so we are behind. 

From a project manager’s point of view, contract management, 
what you bought, are you delivering, you know, within the contract 
that you said you were going to buy it to, you can manage to that 
and you are on time. But it is really—it is two separate timelines 
that you are managing to, and it is very difficult to keep them all 
straight. 

Mr. HUNTER. Got you. Thank you. 
Mr. Garamendi? 
Mr. GARAMENDI. Thank you, Mr. Chairman. I want to go to the 

heart of the question here. 
It appears as though—Ms. Mackin, if you could help me with 

this—that the maximum money needed annually is somewhere 
north of $2 billion for the acquisition programs, for all of it. 

Ms. MACKIN. That is approximately right. Again, based on the 
current Mission Need Statement and program of record, which, in 
essence, is the Deepwater program. So that is why we are—the 
Coast Guard is now revisiting that Mission Need Statement. That 
is important. We are still dealing, to a large extent, with a very 
dated Mission Need Statement. 

Mr. GARAMENDI. In your analysis, and for all three of you, the— 
there are two ways to get at this. You adjust the Mission Need 
Statement to the available money, or you adjust the Mission Need 
Statement to the available needs of the 11 statutory responsibil-
ities. Which are you suggesting be done, which of those two op-
tions? 

Ms. MACKIN. Well, what we would really like to see, and as this 
subcommittee has also called for in the Authorization Act, is a 
long-term plan that sheds some light on what is needed over a 20- 
year period, and indicates what these tradeoffs need to be. And 
that way, decisionmakers at DHS and Congress can see what those 
tradeoffs are. With the current 5-year CIP or annual budget proc-
ess, you don’t have that long-term visibility that we think would 
really help the Coast Guard get what it needs to meet its missions. 

Mr. OFFUTT. If I may? 
Mr. GARAMENDI. Yes. 
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Mr. OFFUTT. I believe that the Mission Need Statement is a dif-
ferent statement that says, based on all of my statutory require-
ments and everything, if I were to fulfill all of those needs, here 
is what I would have to have, and that is the Mission Need State-
ment. 

Then you have perhaps this 20-year plan, which recognizes the 
budget realities, and shows, in essence, what I would call a work-
ing budget document, which most every business develops, says, 
here is where I think I am, and then you could compare the two 
and see what your gap is for your Mission Need Statement. But I 
wouldn’t want to take that Mission Need Statement, which takes 
all of your statutory authorities, you know, from Congress, admin-
istration, down through your interaction with DOD and change 
that—and I agree, that needs updated. 

So, I think what the problem is is getting this correct in your— 
CIP, you are calling it? Yes. 

Mr. GARAMENDI. Admiral, considering what the two have said, 
what is your response? What about the Mission Need Statement? 
How do we get there? Are we even trying to get a new Mission 
Need Statement? 

Admiral BAFFER. Yes, Ranking Member. We are doing a new 
Mission Need Statement this summer, as was mentioned earlier. 
And that is going to drive to a new CONOPS [Concept of Oper-
ations], and then we are going to be reevaluating the program of 
record, both across aviation cutters and everything else, because it 
is a balanced system. The number of cutters influences the number 
of aircraft, and the C–27Js have certainly thrown a new wrinkle 
into that program of record. So we do need to visit that. But you 
have to start with that Mission Need Statement. 

Whether we start with a constrained Mission Need Statement or 
an unconstrained Mission Need Statement, I think it needs to start 
with an unconstrained Mission Need Statement that says what is 
the mission we are required to do, but—and it also has to be ad-
justed for the budget realities. 

Mr. GARAMENDI. Therefore, it would seem to me that, for our 
purposes, we would need to see the unconstrained Mission Need 
Statement, and then compare that to the constrained Mission Need 
Statement, the latter being, really, a result of the inability of the 
administration and Congress to provide the wherewithal for the 
unconstrained Mission Need Statement. So, the two would then put 
pressure on us to address the differential. Am I correct here? Is 
that how this could be done? 

Now, when will you complete this process, so that we might actu-
ally be forced to make a decision? 

Admiral BAFFER. We are doing the Mission Need Statement this 
summer in the CONOPS, and we are going to be doing the simula-
tions of potential fleet mixes, and measuring the effectiveness of all 
those potential fleet mixes throughout the year. And we are looking 
at the end of fiscal year 2016 of having all those potential fleet 
mixes figured out, where we have the mission effectiveness of those 
fleet mixes balanced against the cost of those fleet mixes. 

But it all starts with the Mission Need Statement that is coming 
out this summer, sir. 
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Mr. GARAMENDI. So we are really looking at the next Congress 
before we are going to be able to really drill down and address this 
fundamental challenge. I think that is, as I look at the timing, 
about the way it will be. Am I correct? I think so. 

Admiral BAFFER. It would be the fourth quarter of 2016. 
Mr. GARAMENDI. Well, that is the next Congress that will deal 

with it. 
In any case, Ms. Mackin, is there—in—I will ask all three of you. 

In looking at this, as you know it today, given the uncertainty be-
cause of the process not being completed, is there any reason to be-
lieve that we are not going to be looking at a number north of $2 
billion? 

Ms. MACKIN. I will just say that the last time the Coast Guard 
did a fleet mix analysis, which was a few years ago, it was not con-
strained, and it came in quite high, quite a bit higher than the pro-
gram of record. At that point, the program of record was considered 
the floor. It could not be breached. What we would like to see is, 
you know, the realistic budget projections showing, as you indi-
cated, what can you do in a more constrained environment, so that 
that can be transparent, and then the tradeoffs can be made in an 
informed way. 

Mr. GARAMENDI. I think what I am driving at, or want to drive 
at here, is that it looks to me as though, under any circumstance 
going forward, however this thing turns out, we could wait until 
the next Congress, a year and a half—actually, a little more than 
a year and a half from now, and then go back through it. Or we 
can begin to prepare ourselves today for the reality that we are 
going to have to look at something close to or greater than $2 bil-
lion a year, in order to meet even the minimum requirements. I 
can’t imagine a situation where it is going to come in less than 
that, unless you are adjusting the requirements to the constrained 
budget situation. 

Now, an additional $1 billion for the Coast Guard activities 
would seem to be impossible, until we consider all of the choices 
that the Congress makes about where to spend money. For exam-
ple, Mr. Hunter and I have spent some time on the Armed Services 
Committee, where vast amounts of money are spent on projects 
that may or may not be as essential as the Coast Guard’s pro-
grams. 

So, my concern, as a Member of Congress, is that we look across 
the program lines—stovepipes, if you will—and say, maybe we 
should move $1 billion a year from some activity in the defense 
budget or in one of the social welfare budgets, over to the Coast 
Guard, so that the Coast Guard could have the assets that it needs 
to pluck surfers out of the surf on the beaches of California when 
they are in trouble, or all of the other missions that you have. So 
I think this is a challenge for us, and particularly a challenge that 
our budget committees ought to be looking at. 

Now, am I willing to wait until the next Congress, which I would 
hope to participate in but may not, to get at this? The answer is 
no. So I want us, in our role—and particularly, I think, Mr. Hunter 
and I, who play a role on both committees—to look at this in a 
more total-systems way. We know, for example, that the U.S. Navy 
cannot operate in the Arctic without an icebreaker. Yet we have no 

VerDate Aug 31 2005 10:50 Sep 05, 2018 Jkt 000000 PO 00000 Frm 00022 Fmt 6633 Sfmt 6633 P:\HEARINGS\114\CG&JOI~1\2015\5-14-1~1\31123.TXT JEAN



13 

money for the icebreaker in the Coast Guard budget. We know that 
the U.S. Navy must be prepared to operate in the Arctic. There is 
no question about that. 

So, how can we move money from one pot to another pot to 
achieve the purposes of addressing the United States Government’s 
responsibilities in the Arctic? And the answer is we could do that 
if we thought about this in a more holistic way. 

And that is the end of my speech on this matter, but I am in-
tending to pursue that, and would need your help. I don’t want to 
wait until 2016, the next Congress. I would like to have an interim 
report along the way, as you develop your new approach to what 
is necessary. 

So, at the end of the summer, you expect to have the first stage 
done. Is that right, Admiral? 

Admiral BAFFER. Ranking Member, yes, sir. 
Mr. GARAMENDI. Are you prepared to deliver to us at that point 

the elements of the first stage, the results of the first stage? 
Admiral BAFFER. We are committed, being very open and trans-

parent with Congress. And anything we can do to help—— 
Mr. GARAMENDI. Good. 
Admiral BAFFER [continuing]. We would be—we are—— 
Mr. GARAMENDI. We know how to find each other. 
Admiral BAFFER. Yes, sir. 
[Laughter.] 
Mr. GARAMENDI. Thank you. I will yield back. 
Mr. HUNTER. Thank the gentleman. 
And, Admiral, on that same thing, if you could get us—if you 

could just get us all of your major acquisition program of record 
projects, and all together would be nice, and I would like what you 
had for a baseline 10 years ago, maybe every 2 years, and I would 
like to see where it started, before I was even here, and then how 
it is proceeding, and how the baseline has changed to where it was 
to where it is. If you could do that, that is everything with an ac-
quisition project baseline, right? 

Admiral BAFFER. Right. We can certainly do that, Mr. Chairman. 
[The information follows:] 

The tables below include the history for each of the U.S. Coast Guard’s 
major acquisition program baselines (APB) since 2005. 
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Mr. HUNTER. OK. That would be great. 
Mr. Graves? 
Mr. GRAVES OF LOUISIANA. Thank you for being here this morn-

ing. I appreciate your testimony. It was very helpful, all three of 
you. 

Admiral, the initial Mission Need Statement with the acquisition 
schedule back in 2005, in retrospect, was that flawed? 

Admiral BAFFER. That was done during the Deepwater era. The 
program of record was pretty good. All of our studies since then 
have validated that program of record, and that is why we have 
stayed with it. Some of the scheduling and funding requirements 
were probably flawed, but the actual program of record itself was 
actually a good piece of work, and it has been validated many 
times over the course of the years. 

Mr. GRAVES OF LOUISIANA. You are a law enforcement agency, 
and I am going to take a guess that you have received a speeding 
ticket or something at some point in your life. You look like maybe 
no. All right, well—— 

[Laughter.] 
Mr. GRAVES OF LOUISIANA. I sure have. But let me ask you. I 

mean if you were a cop, and you pulled somebody over, and that 
person goes back to the speed limit sign and says ‘‘no, no, no, it 
actually isn’t 60 miles an hour, it is 80 miles an hour, and so I am 
fine now,’’ you know, you can’t change the rules in the middle. 

And, you know, you indicated that the Mission Need Statement 
in 2005 was largely appropriate. But it sounds like, as you were 
answering questions before, that you guys have repeatedly revised 
the schedule in accordance with funding availability. And I am try-
ing to discern—and I think, going back to the previous questions— 
what kind of problems is that causing, if you are continuing to 
move the chart to the right, move your schedule to the right? 

You know, look, this was obviously put together with the idea 
that you were going to be able to deliver certain services and per-
form certain duties. Are you still able to fulfill your mission? 

Admiral BAFFER. Congressman Graves, it—as we move schedules 
to the right, it is very disruptive to the programs and the projects. 
It is very inefficient. Major acquisitions have a lot of mass momen-
tum. The contracts are structured for a certain schedule. When you 
deviate from that schedule, it is very difficult to change that, and 
it causes a lot of disruption and a lot of inefficiency, both on the 
Government side and the contractor side. 

One of the things we are trying to do now, and we are doing it— 
you see with the NSCs—is get on annual efficient production rates. 
We had a big gap on the NSC between the third and fourth and 
the second and third, and that caused us a lot of reduced learning 
and cost problems at the yard. Now we are on an annual rate be-
tween four, five, six, seven, and eight, and we are seeing the in-
creased efficiency. We are going down the learning curve, and we 
are seeing the cost benefits of doing that. We are trying to do that 
with all of our—the remaining programs. 

OPC is structured to be as efficient as possible, and to be able 
to stay on that original baseline, and not deviate as we go. Be-
cause, once you deviate as you go, and you have a delay, delays 
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tend to cause more delays. They tend to cascade on you, and it all 
costs additional funds. 

Mr. OFFUTT. Mr. Graves, may I comment? 
Mr. GRAVES OF LOUISIANA. Sure, please. 
Mr. OFFUTT. Two quick comments. One, you asked if they could 

perform the mission. All the services will perform their mission to 
the best of the ability they have with all the assets they have. 
There is absolutely no question about that. So the answer is yes, 
they will do the missions that are in front of them to the best of 
their ability. 

The question about Deepwater, which hasn’t been raised, is that 
the program of record still looks fairly good, based on what you 
knew in 2005. Remember, in Deepwater there was a management 
scheme chosen that just didn’t work out, for a lot of number—for 
a number of reasons. And so, the changing of that management 
scheme, taking the—you know, taking—getting rid of a prime con-
tractor and bringing it back into the internal Government and 
Coast Guard actually has probably helped a lot. But, remember, 
that was one of the major perturbations in that program, even 
though it—— 

Mr. GRAVES OF LOUISIANA. Which—sure. And so you would ex-
pect, as a result of that change, that you would perhaps go back 
and revisit schedules. But it seems like that some of the budget re-
quests that we are seeing right now are compounding schedule 
problems even more than that evolution from Deepwater to the 
changes. 

But let me pivot over to the OPC. As I understand, that is the 
Coast Guard’s number-one acquisition priority. Yet there is no 
funding in the budget request this year for that vessel. Are you 
ready to go to detailed design this year? 

Admiral BAFFER. We are—well, we will be awarding detailed de-
sign in 2016. We just finished preliminary design. We are—couldn’t 
be happier with the progress that the contractors are making. All 
three contractors have moved to the contract design phase, and we 
are going to be ready to award detailed design this summer, and 
pick the final contractor. 

Mr. GRAVES OF LOUISIANA. Last question. What are the negative 
implications of delays on schedules for the OPC, in—you know, 
you—at previous hearings we had, joint hearing with the HASC 
[House Armed Services Committee], you know, the Coast Guard 
has a mission that is zippered in with the Navy and other services 
in many cases, and, of course, domestic missions with drug inter-
diction, alien interdiction, and others. Could you address that? 

Admiral BAFFER. Certainly, sir. The OPC was designed for af-
fordability. The whole acquisition strategy was designed for afford-
ability. And that requires us staying on schedule, getting to two- 
per-year production. We are not looking for innovative designs, in 
terms of technology. We are looking for innovation, in terms of pro-
duction efficiency. 

So, it is designed for production efficiency. That is how we are 
going to make it affordable, and using the competition to get there, 
but we need to stay on schedule so that the contractors get the two 
per year, where they can run down that learning curve and accrue 
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all the benefits that accrue by having a steady, stable, predictable 
funding stream. 

Mr. HUNTER. Thank the gentleman. The gentlelady from Florida 
is recognized. 

Ms. FRANKEL. Thank you very much. Thanks, Mr. Chairman. 
So—from south Florida, so, obviously, the Coast Guard plays a 

very important role for our economy and our security. I just wanted 
to follow up on Mr. Graves’s question, because we got a memo here 
that said that there was not money in the budget for the work that 
needs to be done on the OPC. So where is the money going to come 
from? 

Admiral BAFFER. There is a general provision in the budget re-
quest to allow the Department to reallocate funding to provide the 
detailed design, the $70 million, basically, hole that we have in our 
budget for detailed design to make that award in 2016. 

Ms. FRANKEL. So you have that. Then how long does it take after 
that? What is the timeline, once that is done? 

Admiral BAFFER. Once we down-select to a contractor, there is an 
18-month detailed design period. And during that design period, 
they also order the material. And as soon as we are done with the 
detailed design, we will be starting construction. 

Ms. FRANKEL. And is there money for that? 
Admiral BAFFER. There isn’t money for that, but we don’t need 

that yet, because that will be an option on the contract. So we will 
need that, you know, in future years, in the out-years. 

Ms. FRANKEL. So, what is your estimate, your best estimate, as 
to actually when those assets will be delivered? 

Admiral BAFFER. They will start delivering in 2021, ma’am. 
Ms. FRANKEL. Oh, OK. What—so what happens to the assets 

that we are using in the meantime? Are they going to last? 
Admiral BAFFER. That is what our concern is. Some of the assets 

that are being replaced are 50 years old, the oldest one being the 
Coast Guard Cutter Reliance—is 51 years old. It is currently get-
ting the job done. But, as you put Band-Aids on them, at some 
point there is nothing for the Band-Aid to stick to. Those assets 
need to be decommissioned and replaced. 

The other class that the OPC will replace is the 270-foot class, 
and they are 30 years old now. We just finished the MEP, the Mis-
sion Effectiveness Project, on them, and that bought us a few 
years, and we are evaluating their condition right now to see what 
we have to do to those ships to extend them a little bit longer. Our 
goal is not to spend any more money than we have to on the legacy 
fleet, but to make sure we can cover our capability gaps until the 
OPCs replace them. 

Ms. FRANKEL. So what are the potential consequences of this 
gap, and not getting our—the current fleet up to standards, while 
we wait for the new fleet? 

Admiral BAFFER. If we maintain our current schedule, the gap is 
not that large. It is manageable. The concern is, if we don’t get 
started on OPC, the gap could be very large. And then it causes 
the question: What is our offshore mission capability in the future? 

Ms. FRANKEL. So, could you be more specific as what would be 
potential consequences? 
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Admiral BAFFER. Drug enforcement, marine environmental pro-
tection. These cutters perform the whole host of Coast Guard mis-
sions off our coasts and in our EEZ [exclusive economic zone]. So, 
depending on what part of the country you’re in, it is the fishery 
stocks up in New England; it is migrant interdiction down in the 
Caribbean; drug interdiction in the Caribbean and also in the East-
ern Pacific; LMR [living marine resources] up in Alaska. That is a 
big concern for us. Our fishery stocks are very important to us, and 
we need to be able to manage them in the future. 

Ms. FRANKEL. OK. Thank you. Thank you. I waive the rest of my 
time. 

Mr. HUNTER. I thank the gentlelady. I want to go back really 
quick. 

You are getting $70 million for the final design review, or the 
final design. That is going to come from within the Department, 
meaning it hasn’t been—it is not authorized, it is not—it is maybe 
probably not going to be appropriated. The way you are doing it 
right now is DHS just says, ‘‘Hey, we had some—we had 70 million 
bucks in our general fund that was unaccounted for, and we would 
like you to have it.’’ 

Admiral BAFFER. Mr. Chairman, I would be—— 
Mr. HUNTER. Is that what it is, or—— 
Admiral BAFFER. General provision—— 
Mr. HUNTER. I was trying to mischaracterize it, but I didn’t. That 

was the actual—— 
[Laughter.] 
Mr. HUNTER. So that is what is happening? 
Admiral BAFFER. In short, yes, sir. 
Mr. HUNTER. So what happens if they don’t give you the $70 mil-

lion? I mean what if something else breaks in some other depart-
ment, and they have to spend the money for that? 

Admiral BAFFER. Well, we have—you know, this is the Coast 
Guard’s number-one priority. The Secretary is very interested in 
Coast Guard recapitalization, and he is certainly making it one of 
his priorities. And we are working with DHS to make sure that we 
have the money available when we want to make the award this 
summer. 

Mr. HUNTER. OK. Ms. Mackin, could you help? Explain to me, be-
cause I am fairly new here, right? How does that work? If the 
money is not authorized and it is not appropriated, it just comes 
out of the Department, could you explain that to me? I mean how 
do you—when it comes to tracking, and when it comes to having 
foresight on these things, and scheduling, how does that work? 

Ms. MACKIN. To be honest, I don’t have any more details than 
you do on this. We saw what you did, which was the general provi-
sion that was referenced that directed DHS to transfer the money 
to the Coast Guard. I am not quite sure how that will work, in 
terms of the mechanics. Sorry. 

Mr. HUNTER. Would it hurt—what happens if the money is ap-
propriated from Congress, as opposed to a handshake deal with 
DHS? Anything? Or the money is the money, it doesn’t matter? 

Admiral BAFFER. On the acquisition side, we are in the execution 
business. We execute the funds that are provided to us, wherever 
they come from. 
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Mr. HUNTER. So it doesn’t matter, really. 
Admiral BAFFER. Not to us, no. 
Mr. HUNTER. Mr. Graves, you have any more questions? 
Mr. GRAVES OF LOUISIANA. I do. 
Mr. HUNTER. Mr. Graves is recognized. 
I am sorry, Mr. Garamendi is recognized. Sorry. 
Mr. GARAMENDI. That is OK, Mr. Chairman. Mr. Graves had 

some very good questions, and I want to yield just a few minutes 
at the end of this to my colleague, who has a question that she will 
ask. 

But I got to—as a whole series of questions I think we need for 
the record, and we will make those available to you—the Fast Re-
sponse Cutter engine problem, we need to have some information 
on that. The C–27Js, while you do have seven or eight of them, are 
they operational? What is going to be necessary to make them 
operational? What additional work needs to be done on that? 

This question is about operational testing, the effectiveness of 
that whole program. We will get you the specifics on these, and if 
you could preset those to us in writing for the record, it will save 
some time here. 

I do have just one very specific question, probably because of my 
history dealing with this issue. The Department of the Interior re-
cently this week issued a permit for Shell Oil to drill off the Arctic 
coast. Was the Coast Guard involved in that? And how do you pro-
pose to provide the necessary—or the potential support for that 
drilling? I know it is not acquisition, but—— 

Admiral BAFFER. Well, Ranking Member, I know we are cur-
rently involved with the Department of the Interior and BSEE [Bu-
reau of Safety and Environmental Enforcement], and, you know, 
and the partnership, because it is—we are all involved in those 
communications and those deliberations—— 

Mr. GARAMENDI. And, for the record, because—and it is really 
not your turf—I would like to know a specific involvement of the 
Coast Guard in providing the support. The last time Shell at-
tempted to drill in that area they had a problem that required a 
lot of support from the Coast Guard. And I want to know how the 
Coast Guard intends to work on that. 

But my next question—so, for the record, if you can—— 
Admiral BAFFER. Be happy to provide that, sir. 
[The information follows:] 

To fulfill our mandated missions in the region, the Coast Guard’s presence 
in the Arctic will remain active during the summer operational window 
starting in June and ending in October. The Coast Guard’s role in the Arc-
tic is not solely for the purpose of oversight of Shell’s drilling operations, 
if approved. Operation Arctic Shield 2015 will provide the Coast Guard 
with much broader Arctic domain awareness and an enhanced opportunity 
to respond to maritime safety and security incidents, including fulfillment 
of our spill response oversight and direction role as the Federal On-Scene 
Coordinator if a spill were to occur. 
The Coast Guard has cooperated closely with the Department of the Inte-
rior, in particular with Interior’s Bureau of Safety and Environmental En-
forcement (BSEE) relative to their role in ensuring offshore operations are 
properly permitted and conducted in a safe and efficient manner, with in-
dustry Oil Spill Response Plans and associated equipment and personnel at 
the ready. For Shell’s 2015 Arctic operations, predesignated resources are 
available and on scene during drilling operations in order to ensure the 
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most rapid response possible in the Arctic’s challenging environment. The 
Coast Guard coordinated with BSEE on their review and approval of the 
Oil Spill Response Plan for Shell’s Arctic exploratory drilling to ensure ade-
quacy for Arctic operations. 

Mr. GARAMENDI. Thank you. This is a question for the Navy 
League. 

You have made a proposal here that there be some sort of a spe-
cial account for the recapitalization of the icebreaker. Could you ex-
pand on that and tell us how that might work? 

Mr. OFFUTT. I am sorry, I keep forgetting. Since both of you were 
on the Armed Services Committee, and we actually proposed a long 
time ago, I think—I don’t know if the idea originated with Navy 
League, or it came somewhere else—that the replacement program 
also—— 

Mr. GARAMENDI. Take credit or blame, as the case might be—— 
Mr. OFFUTT. Fine, whichever. 
[Laughter.] 
Mr. OFFUTT. We will take the credit, OK. We have been pro-

posing something like that in our maritime policy, which we de-
velop annually, for a long time. And it has come to fruition. I just 
think it is a great way—part of the problem we have in Govern-
ment is getting our different agencies to work together. And we 
ought to look and see who this benefits. And, quite frankly, there 
are five or six different agencies that could, in fact, participate in 
this program of a superfund, if you want—maybe that has got a 
bad taste in my mouth, but a different—a strategic fund that would 
contribute to the icebreaker problem. 

And, you know, one is not enough. As we have said before, it is 
somewhere in the three to six region, if we are going to cover our 
responsibilities, both in the Antarctic and the Arctic, with what we 
are seeing with icecap retreat, and some of those kinds of things. 
So—and I would leave it to your counsels to figure out how that 
fund could get set up. That is what lawyers are for. 

Mr. GARAMENDI. So there was the National Sea-Based Strategic 
Deterrent Fund, which are submarines. 

Mr. OFFUTT. Yes. 
Mr. GARAMENDI. And that was set aside. So you are suggesting 

something similar to that. 
Mr. OFFUTT. Correct, I am. 
Mr. GARAMENDI. Well, we need to work on that. And I have al-

ready talked about the cross—across these two budgets. 
I would like to yield the remaining—my time to my—— 
Ms. FRANKEL. I will wait. 
Mr. GARAMENDI. OK. Very good. Then I will just let it go at that. 

Thank you, Mr. Chairman. 
Mr. HUNTER. Mr. Graves? 
Mr. GRAVES OF LOUISIANA. Thank you, Mr. Chairman. 
Going back to OPC, if you can’t award the contract in 2016—and 

going back to the somewhat tenuous funding—what is the impact 
to the Coast Guard folks in the fleet? 

Admiral BAFFER. Well, Congressman, the biggest impact to the 
fleet will be that gap that we talked about, and having to spend 
additional funds on ships that probably aren’t worthy of those addi-
tional funds. 
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The—just a quick aside, I was assigned to the Coast Guard Cut-
ter Reliance, which is the oldest, the first ship that this OPC will 
be replacing. When I first graduated in 1984 from the Academy, it 
was 20 years old at the time, and it was already late for its midlife. 
The ship was not safe to sail. And I kind of still carry some—har-
bor some resentment to the leadership of the Coast Guard, that 
they asked us to sail on that ship that could not make water, 
where nothing worked, where it was full of lead paint and asbestos. 
And when Challenger blew up in 1986 we couldn’t get underway, 
even though we were right there, in Port Canaveral, for the recov-
ery efforts, because our exhaust stacks were cracked, and we would 
fill the ship with carbon monoxide every time we lit the engines off. 

Admittedly, the ship is in much better shape now. 
Mr. GRAVES OF LOUISIANA. Sounds like college. 
[Laughter.] 
Admiral BAFFER. We took it, and it had to be—you know, the 

Coast Guard took it, and it moved it up in the midlife cycle, and 
that was part of the recovery process for that ship. And I visited 
it while I was at the Coast Guard yard a couple years ago. It is 
in much better shape now. But, again, you get to the point where 
we just can’t ask our young folks to get underway any more on 
ships like that. We went 2 years without showers at sea because 
we couldn’t make water. Those kind of conditions I wouldn’t put 
my son, who is in the Coast Guard, on a ship like that, and I 
wouldn’t put other people’s children on a ship like that. 

So, we are getting to the point where we need to do something 
on the OPC, or we are going to have to put people’s children on 
ships like that. 

Mr. GRAVES OF LOUISIANA. I thank you very much. I appreciate 
the feedback there. That is very helpful. 

Pivoting over to the FRC acquisition, there is—going smoothly 
from your perspective? I heard Mr. Offutt talk about the—how 
much he enjoyed those boats. 

Admiral BAFFER. It is—we have the RFP on the street right now 
for the remaining 26. We have 32 on contract on the first phase. 
They are very successful operational platforms. They are down 
working the Caribbean. They were very busy this spring, with the 
changing of the relationship with Cuba. And there was some misin-
formation on the potential change in what—immigration policies, 
and they were very busy. But, because they were there, and they 
took care of business, and—we didn’t have a large migration effort, 
or a large migration incident because of that. 

It has been a very successful program for us. The ranking mem-
ber mentioned the engines. We have had some warranty issues 
with the engine. It is a firm, fixed-price contract with a rock-solid 
warranty, so the engine manufacturer has been very forthright in 
fixing those things, and taking care of those things, but we have 
had more issues than we would expect on the—with that particular 
engine. But we are working our way through it, and we anticipate 
more on-time and on-schedule deliveries for that cutter class. 

Mr. GRAVES OF LOUISIANA. Which would be awarding 26 in April 
of next year? 

Admiral BAFFER. It will be awarded in 2016. Yes, sir. 
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Mr. GRAVES OF LOUISIANA. OK. Last question for Ms. Mackin 
and for you, Admiral, on the Arctic and Antarctic capabilities, ice-
breaker capabilities. 

In comparing U.S. capabilities to other countries, do you think 
we are where we need to be? Yes or no? 

Admiral BAFFER. Well, I mean, obviously, I am biased. We, obvi-
ously, are not where we need to be. 

Mr. GRAVES OF LOUISIANA. It has been a—somewhat of a tor-
tured process, watching for the last 10-plus years, this whole deci-
sion on Polar Sea, Polar Star. Where do we go from here? You are 
asking for additional funds to do another condition assessment and 
chart a path forward. Could you just try and paint a—paint your 
vision on what the appropriate path forward is for us to get where 
we need to be, in regard to icebreaking capabilities? 

Again, Ms. Mackin, I would love to hear your thoughts on that, 
as well. 

Admiral BAFFER. First we are going to have to build a new polar 
icebreaker. Polar Star, it would be a potential bridging—I am 
sorry, Polar Sea would be a potential bridging gap. But, at the end 
of the day, we are still going to have a ship, if we reactivate her, 
that has fuel against the hull, that doesn’t meet Clean Air Act re-
quirements, that doesn’t have the environmental capabilities that 
current ships need to have, especially working in a pristine envi-
ronment, like we see in Antarctica and up in the Arctic. 

So, it only delays the inevitable. We still need to build a new ice-
breaker. The problem with a new icebreaker is it has such a long 
lead time. It is a very significant asset. The design is very unique. 
The construction is very unique. It is going to take a long time to 
build. So we need to get started with that, whether or not we reac-
tive Polar Sea, or not. 

Reactivating Polar Sea is a very interesting question, because 
the hull is pretty good. But if we tried to take everything out of 
the hull and rebuild it from the top, it is a very expensive ship-
building evolution. Modern ships are built in blocks, not in—stick 
built, from the ground up. So whether we would actually be cost- 
effective or feasible in reactivating Polar Sea in that way remains 
to be seen. And we have got some significant engineering work that 
we have to do to make a smart decision on that. 

Mr. HUNTER. Thank the gentleman. Ms. Frankel—— 
Ms. FRANKEL. Thank you. 
Mr. HUNTER [continuing]. Is recognized. 
Ms. FRANKEL. Well, it does sound like there was a—I put it po-

litely—a planning error, probably on the part of, probably, Con-
gress, but I don’t know. Because—with this gap. 

I was going to say how much is it going to cost, do you think, 
to do these repairs during the gap period? 

Admiral BAFFER. Ms. Frankel, it would depend on how big the 
gap is, what our new program of record comes out to be, in terms 
of how many cutters we need, and what that new Mission Need 
Statement says. Our goal would be not to spend any more on old 
ships than we have to. And we probably wouldn’t have to do all of 
them. It would be: take the best couple, and do what we have to 
do to them to carry ourselves across. 
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But at this point, until we come up with a new program of 
record, and we finish our engineering work on assessing what the 
270s would take, we really can’t provide a number. 

Ms. FRANKEL. Well, I mean, do you think it is going to be in the 
millions? 

Admiral BAFFER. Oh, yes, ma’am. Definitely in the millions. I 
mean it is very significant. If it wasn’t—— 

Ms. FRANKEL. Yes. 
Admiral BAFFER [continuing]. We would just be doing it. 
Ms. FRANKEL. OK. All right. Let me—I am going to go to another 

subject. That sounds like it is a touchy subject for you. But sure 
we didn’t help you much with this. 

I have a problem with bridges. I don’t know whether you have 
anything to do with bridges, but south Florida—maybe you have 
heard of this issue—we have—it is a—down in Broward County, 
Fort Lauderdale, there is what I call a train bridge. There is a 
bridge that, in order for the trains to go back and forth, the bridge 
goes down, and then there is no boats—I mean not even—I don’t 
even—I have been there—not even a canoe. I mean you would have 
to sort of lie flat in a canoe to even get under it. 

And we literally have hundreds of businesses that cater to boats 
and yachts, and so forth, but there is no way to get from the inter-
coastal—from the east part of the bridge to the west part of the 
bridge under that bridge when it is down. And there are going to 
be lots more trains going back and forth, and this is a very slow 
bridge, getting up and down. 

So, I am just—do you get involved with these kinds of bridges? 
Admiral BAFFER. I use bridges, but I am not part of the regu-

latory process of bridges. And we would be more than happy to 
take a question for the record, and—— 

Ms. FRANKEL. Well, do you know—— 
Admiral BAFFER [continuing]. Address that, specifically. 
Ms. FRANKEL. Is there a budget for bridges? Does the Coast 

Guard have—— 
Admiral BAFFER. Well, we regulate the bridges, and we permit 

them, and we are certainly involved in them. I don’t suspect that 
we pay for all the bridges out of the Coast Guard budget. 

Ms. FRANKEL. I will yield to—— 
Mr. GARAMENDI. If I recall correctly, within the law there is such 

a program, unfunded for many, many years now. 
Mr. GRAVES OF LOUISIANA. Truman-Hobbs Program. And, yes, 

this administration has not funded it, but it deals in impediments 
to navigation, yes. 

Mr. GARAMENDI. So go find some money. 
Ms. FRANKEL. Impediment to navigation, OK. Thank you. We 

will submit the question. 
Admiral BAFFER. Yes, ma’am. We would be happy to answer 

that. 
Mr. HUNTER. Thank the gentlelady. 
Mr. Curbelo? 
Mr. CURBELO. Thank you, Mr. Chairman. And thank all of you 

for your time this morning. 
The fiscal year 2016 budget request, $340 million to acquire six 

Fast Response Cutters, these are very important to our area, cer-
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tainly, in south Florida. And this would be the first order under the 
recompeted contract that the Service expects to award by April 
2016. Do you still expect to award the recompeted contract for the 
remaining 26 FRCs by April? 

Admiral BAFFER. Yes, sir, we do. The RFP is on the street now. 
We are answering questions from potential vendors. And we see no 
reason why we would have any problems meeting that date. 

Mr. CURBELO. That is wonderful. I commend you on that, and I 
will hold you to it, because, in my visits down to Key West and 
Miami, we all know how critical these vessels are. So I appreciate 
it. 

That is all I got, Mr. Chairman. Thank you. I yield back. 
Mr. HUNTER. Thank the gentleman. Hey, on the OPC, let me see. 

Before you award next year, OMB wants you to do an alternatives 
analysis. Is that right? Of different types of ship designs? 

Admiral BAFFER. Of different sea state-type sizes. One would be 
a modernized MEC, if we took the existing capabilities of the exist-
ing MEC fleet of a 270, modernized it to current conditions, what 
would that cost. 

Mr. HUNTER. But do you—meaning how much is it going to cost 
you to do the design alternatives? Do you have to take a lot of 
money to do that, to do ship design, or—you don’t have to go as 
far on it, so it is not as expensive, or what? 

Admiral BAFFER. Yes, Mr. Chairman, it is not a complete design. 
It was just a kind of a concept using parametric figures on—for 
costs, and what would that ship look like, if we tried to build it 
today to modern standards. And then, what would be a parametric 
rough order of magnitude cost of that. It is not a complete design 
study. 

Mr. HUNTER. But your RFP that is out there now—right? The 
RFP that is out there now has a specific design to—or no, not at 
all? Or—— 

Admiral BAFFER. What we have out there is we have perform-
ance requirements that—it is required to meet the naval vessel 
rules. It has also got a Coast Guard addendum, which applies 
many commercial specs to the NVR. 

So it is not a Navy ship and it is not a commercial ship, it is a 
Coast Guard cutter. It is designed to be a specific Coast Guard cut-
ter. It is not plans and specs on how to build a ship. It is not like 
what is out on the FRC right now, because each contractor is de-
signing their ship, their product, to be built efficiently in their 
yard. So they have got to meet all the requirements, and all the 
NVR specifications, and everything that we required. It is a pretty 
thick, lengthy specification, because we have been operating ships 
like this a long time. We know what we need. But they have to 
meet those performance requirements. And then that is what they 
are submitting. That will be evaluated and awarded. 

Mr. HUNTER. OK. Could you get us—could you get this com-
mittee the alternatives that you are looking at, just the—like the 
210 MEC change, and whatever other alternatives you guys have 
in mind? 

And you are not doing that—I am just having a hard time under-
standing you. Are you doing that for fun? 

Admiral BAFFER. No, we are doing it just—— 
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Mr. HUNTER. Because you are not really going to use it, you are 
just doing it. 

Admiral BAFFER. It is a cost excursion, it is somewhat of an aca-
demic exercise, just to make sure that our program of record is the 
most optimum program that we are doing, and we get the greatest 
bang for the buck from the cost-benefit perspective that meets the 
mission need, at what cost. It is all part of our affordability pro-
gram for the OPC. 

Mr. HUNTER. OK. Last month, Admiral Michel said that the re-
compete for the FRCs that is going on right now, he said that they 
made some changes. The subcommittee was unaware that you were 
going to put in different design requirements for the second batch 
of FRCs. And he said no, that is the way it was supposed to be, 
all along. 

So, I would like to ask Ms. Mackin. When it comes to changing 
specs, can they—because Admiral Michel was very straightforward 
and said this will not raise costs, or it will not make it go over 
schedule, either. He goes, ‘‘It is just a few changes, and it will be 
fine.’’ On the Armed Services Committee and other acquisition 
stuff, there is no such thing as a few changes and it will all be fine. 

[Laughter.] 
Mr. HUNTER. So, I would just like your point of view on that, on 

them changing specs, minimum—they are doing small changes, 
nothing crazy. But, still, how do you think that is going to affect 
the schedule and the budget for the FRC, the second tranche of 
buys? 

Ms. MACKIN. Well, it is correct, this was always the plan, to re-
compete the second part of the FRC buy, and we definitely think 
competition—and, especially in a firm, fixed-price environment like 
the FRC, will drive prices down. It is infinitely better than a sole- 
source environment. So, from that perspective, we certainly do sup-
port the Coast Guard strategy. 

That said, I think you are right, they will have to be careful 
about managing their requirements, scrutinizing what the contrac-
tors may come back with, to make sure that costs do stay under 
control. 

Admiral BAFFER. Sir, if I could, because we are competing it, and 
because you had an incumbent shipbuilder, if we just said, ‘‘Here 
are the plans and specs, build the exact same ship,’’ that would 
have a negative effect on competition. Because who could come in 
and compete with a shipyard that is already building the exact 
same ship? 

So, when we went out to industry and we asked them in our in-
dustry engagement, we realized that we were going to have a lack 
of competition if we did say, ‘‘Build the exact same ship.’’ We like 
the same—we would like to get the same ship. We like the ship. 
And, from a life-cycle perspective, that is the way to do it. On the 
other hand, in order to get the competition to drive down acquisi-
tion costs, as Ms. Mackin mentions is the way to do that, we want 
to open up as much as the ship as we can. 

The performance requirements are all the same. It has to meet 
all the same performance requirements. We took the things that 
were really important to us to have standardized, because we have 
got a large infrastructure associated with it in terms of training, 
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and things like that, spare parts, so we specified things like elec-
trical switchboards, engines, things that they couldn’t change. And 
then the other things we said, ‘‘OK, outside of these things, you can 
change, if you like.’’ And that was done to, hopefully, increase com-
petition, and let alternative vendors come in and then—— 

Mr. HUNTER. OK, let me ask it this way. I am all for competition, 
but—and maybe, Ms. Mackin, you can answer this, or maybe Mr. 
Offutt, too. If you have a batch where you make 20 ships—let’s just 
say you got a company that makes 20 ships. You then change a few 
specs on it and then you now say, ‘‘We are going to recompete this 
as a brandnew thing, we are going to put it out there on the mar-
ket and see who can bite at this,’’ I don’t know how anybody could 
still match the company that made the first 20 ships. 

No matter what you do, by changing requirements to try to get 
the competition out there, I don’t understand how that works. 
Right? Because they don’t have—you already have a pipeline, they 
already have their employees, they already have everything for 
those 20 ships. And to have a new company come in and say, ‘‘Hey, 
we can do it cheaper,’’ how? Because, usually, that is not the case 
in real life. Right? 

Ms. MACKIN. I think it—the supply chain is a factor, but you 
know, the incumbent contractor might also sharpen his pencil, now 
that there is competition out there. And, with the trade space that 
other potential vendors have, they might be able to get a better 
price. It is possible, just by the basis of their own supply chain, the 
relationship with their vendors and suppliers. 

So, as I said, though, the Coast Guard will have to manage the 
requirements and make sure that the costs don’t increase, as a re-
sult of this. 

Mr. HUNTER. OK. How likely do you think that is, that costs will 
not increase as a result of this? You are dealing with a brandnew— 
let’s say somebody brandnew gets this contract, right? You are 
dealing with a brandnew contractor that you might not be familiar 
with, a—different design specs in certain ways, but nothing crazy. 
Right? You said the majority is staying the same. How do costs not 
go up? 

I am just not understanding. Knowing how Government works, 
and acquisition stuff—at least on the armed services side—there is 
no way that costs don’t go up. 

Admiral BAFFER. The major thing is it is a firm, fixed-price con-
tract. The contractors are bidding at a firm, fixed price that they 
are going to build that ship to meet those performance require-
ments at a fixed price. There is no share line. It is firm, fixed price. 
So that is really our—not guaranteed, but that is our warranty 
against the prices going up. It is not a cost-plus contract. You 
would certainly not want to do this with a different type of con-
tracting vehicle. 

Mr. HUNTER. All right. Anybody else? 
Mr. GARAMENDI. You have raised some very important questions, 

Mr. Chairman, and the answers are almost complete. 
The word ‘‘life-cycle cost’’ was used in this discussion a moment 

ago. And it is possible that the next tranche of ships—20-plus— 
could be different in significant ways. And that could affect the life- 
cycle costs. You now have two different maintenance systems that 
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you are going to have to have, and two different operational sys-
tems. 

The question, therefore, is are you considering the life-cycle cost 
in the equation on the cheapest, best deal? 

Admiral BAFFER. Ranking Member, not in terms of our selection 
criteria, but in terms of how we picked what items have to be the 
same, and what items could be changed. Those have the life-cycle 
cost—— 

Mr. GARAMENDI. So in the—— 
Admiral BAFFER [continuing]. Attributes. 
Mr. GARAMENDI. At the outset you have taken into account the 

change that could occur in the life-cycle cost, and you have tried 
to eliminate those factors, or those issues, equipment, whatever, 
that would have an affect on the life-cycle cost. Is that correct? 

Admiral BAFFER. That is absolutely correct, Ranking Member. 
Mr. GARAMENDI. Ms. Mackin, do you agree? 
Ms. MACKIN. Our understanding of the situation is as the admi-

ral described it. 
Mr. GARAMENDI. And you will be watching closely as this—— 
Ms. MACKIN. We will be very interested to see how this turns 

out. 
Mr. GARAMENDI. I said earlier that this is an ongoing process. 

We were talking about the OPC at the time, but it is an ongoing 
process. And, as one member of the committee—and I suspect not 
the only member—as the process goes forward, I would like to 
know, at the critical stages, how is it going, and not wait until it 
is a done deal and then call you up here annually and find out why 
it didn’t work out as we thought. 

Ms. MACKIN. We would be happy to track that. 
Mr. GARAMENDI. Thank you. That is my—I yield back. 
Mr. HUNTER. The gentlelady from Florida is recognized. 
Ms. FRANKEL. Just follow up on that question. Are you required 

by law to take the cheapest bid? Or do you look to see what is the 
best quality? 

Admiral BAFFER. These are—we use best value contracts. 
Ms. FRANKEL. Best value, OK. 
Admiral BAFFER. Yes, ma’am. 
Ms. FRANKEL. All right. That is it. Thank you. 
Mr. HUNTER. I think that is it. I would just like to just keep us— 

please keep us informed when the—when Secretary Johnson gives 
you a check for $70 million or so. 

[Laughter.] 
Mr. HUNTER. Let us know when that happens, please. And we 

are going to try to keep working that here. So, just in case some-
thing else comes up and they don’t do that, there is still maybe a 
possibility for a different funding stream, so that the whole sched-
ule is not put off. 

But thank you all for being here. Appreciate your testimony. And 
I think we have learned a lot today. And we will just—we will stay 
on it. The hearing is adjourned. 

[Whereupon, at 11:53 a.m., the subcommittee was adjourned.] 
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