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SUMMARY OKF SUBJECT MATTER

TO: Members, Subcommittee on Coast Guard and Maritime Transportation
FROM: Staff, Subcommittee on Coast Guard and Maritime Transportation
RE: Hearing on “Coast Guard Major Acquisitions”

PURPOSE

The Subcommittee on Coast Guard and Maritime Transportation will meet on Thursday,
May 14, 2015, at 10:30 a.m., in 2253 Rayburn House Office Building to receive testimony
regarding the status of the Coast Guard’s current acquisition program and examine the program’s
sustainability. The Subcommittee will hear from the United States Coast Guard, the Government
Accountability Office (GAO), and the Navy League of the United States.

BACKGROUND
Coast Guard Recapitalization

The Coast Guard began a process of recapitalizing its aging offshore vessels and aircraft
in the late 1990°s. The program’s focus was to replace those assets that carry out missions farther
than 50 miles from shore and to modernize information technology systems that the Service
relies upon to communicate, coordinate, and command its operations. The program was known
as the Integrated Deepwater System (Deepwater). To manage the acquisition program, the Coast
Guard relied on a lead system integrator composed of a partnership between Lockheed Martin
and Northrop Grumman. The partnership was named the Integrated Coast Guard System (ICGS).

Deepwater encountered significant quality control and cost issues. It was the subject of
several hearings and an investigation by the Committee. It remains the subject of continuing
review by the GAO. Although ICGS accomplished some goals, such as delivering a re-engined
HH-65 helicopter, the Coast Guard terminated the contract with ICGS in 2007, assumed full
control of the recapitalization program, and is now performing the acquisition functions in-
house. In 2010, Congress passed the Coast Guard Authorization Act (P.L. 111-281), which
prohibited the further use of lead system integrators. In most cases, the assets scheduled for
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recapitalization remain the same as those programs specified under Deepwater, although the
Coast Guard has modified some approved programs of record due to changes in circumstances.

Fiscal Year 2016 Budget Request for Coast Guard Acquisitions

The President requests $1.02 billion for the Acquisitions, Construction, and
Improvements (AC&I) account in fiscal year (FY) 2016, $208 million (or 17 percent) less than
the FY 2015 enacted appropriation level. The AC&I account funds the acquisition, construction,
and physical improvements of Coast Guard owned and operated vessels, aircraft, facilities, aids-
to-navigation, information management systems, and related equipment.

FY 2015 Enacted
Authorization
(P.L. 113-281)

FY 2015 Enacted
Appropriations
(P.L. 114-4)

FY 2016 President's
Budget Request

Acquisition, Construction, &

Improvements

$1.546,448 000

$1,225.223,000

$1,017,265.000

The budget request includes approximately $799 million for the acquisition of aircraft,
vessels, and command, control, communications, computer, intelligence, surveillance, and
reconnaissance (C4ISR) systems. This represents a reduction of $129.3 million (or 13 percent)
from the FY 2015 enacted level. The budget request includes:

s $91.4 million to complete Post Delivery Activities for National Security Cutter's (NSC)
#5, 6,7 and 8, and to conduct dry docking of NSC #2 (WAESCHE) to address design
flaws identified after construction was underway;

*  $340 million to acquire six Fast Response Cutters (FRC) (hulls #33-38). This would be
the first set of FRCs acquired under a Phase II contract the Service expects to award by
April 2016. The FRC is replacing the Coast Guard’s nearly 30 year-old 110-foot Patrol
Boats;

s $18.5 million to continue Preliminary Contract and Design work on the Offshore Patrol
Cutter (OPC). The OPC is intended to replace the Service’s aging 210-foot and 270-foot
Medium Endurance Cutters (MECs). The Administration is requiring the Department of
Homeland Security (DHS) to complete an analysis of alternatives for the OPC
acquisition. Until the analysis is completed, the Coast Guard cannot award a contract for
detailed design of the OPC. Failure to award a detailed design contract before the end of
FY 2016 will significantly increase the cost and further delay this acquisition program,
which is the largest segment of the overall recapitalization initiative. The President’s
budget for fiscal year 2016 does not include the nearly $70 million required for detailed
design. However, it does include a request to authorize a transfer of funds from an
undefined source within DHS to the Coast Guard to complete detailed design of the OPC;

[+
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»  $102 million to acquire spares, continue crew training, and establish an air station in
Sacramento, California, for the first four HC-277 aircraft slated for transfer from the Air
Force to the Coast Guard. The request does not fund missionization costs for the HC-
27]s;

e $55 million to acquire spare parts and support the establishment of a HC-1307 air station
in Kodiak, Alaska. The HC-130J is replacing the Service’s legacy fleet of older model
HC-130H aircraft;

¢ $40 million for the modernization and sustainment of the HH-65 Dolphin helicopter fleet;

*  $36.6 million for C4ISR acquisition, program management, and systems engineering and
integration;

e 56 million to conduct a Material Condition Assessment of the Service’s polar icebreaker
POLAR SEA. The POLAR SEA is one of the Coast Guard’s and the Nation’s two polar
class heavy icebreakers. Since it suffered a major engine casualty in June 2010, the
icebreaker has not been operational; and

« $4 million to continue survey and design work for a new polar icebreaker.

The budget requests $218 million in other capital costs, a $62.4 million (or 50.1 percent)
increase over the FY 2015 enacted appropriation. This includes $116.8 million in personnel costs
to execute AC&I programs and $101.4 million to construct shore facilities and aids-to-
navigation. The Coast Guard currently has a backlog of 30 prioritized shore facility improvement
projects with an estimated combined cost of over $564 million.

Finally, the FY 2016 budget request does not include funding to rehabilitate housing for
Coast Guard service members and their dependents. The account received $18 million in FY
2014. Much of the Service-owned housing is decades old and in poor condition. The Coast
Guard recently completed a survey of the condition of its service member housing to help the
Service better prioritize future expenditures.

Issues
Capital Investment Plan

Section 663 of title 14, United States Code, requires the Commandant of the Coast Guard
to submit a Capital Investment Plan (CIP) to the Committee each year in conjunction with the
budget request. The CIP identifies projected funding levels over the next five fiscal years for
each major acquisition, as well as an estimated timelines and total costs to complete each such
acquisition. The purpose of the CIP is to ensure Congress has adequate information to conduct
proper oversight of the Service’s budget, acquisition plans, mission needs, and readiness to
conduct operations in future years. On April 6, 2015, the Committee received the attached CIP
for fiscal years 2016 through 2020.
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CIPs submitted in past years have been criticized by GAO for failing to accurately reflect
cost and schedule impacts from funding shortfalls. In its June 18, 2014 report entitled Better
Information on Performance and Funding Needed to dddress Shortfalls (GAO-14-450), GAO
recommended the Coast Guard be required to regularly update the estimated timeline and total
cost to complete each acquisition based upon actual appropriations. It aiso recommended the
Service develop a long-term fleet modernization plan that identifies all acquisitions needed to
meet mission needs and the costs associated with such acquisitions over 20 years, H.R. 1987, the
Coast Guard Authorization Act of 2013, includes language which would enact these
recommendations.

Cost Increases and Schedule Delays

In 1996, the Coast Guard developed a Mission Need Statement (MNS) to identity how
Deepwater would fill capability gaps in its missions and establish a baseline for the numbers,
types, and capabilities of new and recapitalized assets that would be needed to meet the Service's
mission requirements. In 2005, the Coast Guard revised the 1996 MNS to accommodate
additional capabilities needed to meet post-September 11 mission requirements. The 2005 MNS
guided the creation of a revised acquisition program that was approved in 2007. The revised
program identified a new baseline cost of $24.2 billion and a timeline of 20 to 25 years to
complete the construction and delivery of new replacement assets.

In its report, GAO estimated it could take an additional 10 years and potentially cost $6
billion more to complete the current acquisition program. GAO found that the Coast Guard and
DHS have taken limited steps to maintain the affordability of the acquisition portfolio. DHS
conducted two studies that reassessed the offshore cutters being acquired under the current
recapitalization program to determine if trade-offs could be made in planned quantities or
capabilities. However, DHS concluded in both cases that the studies re-validated the 2005
acquisition program and no trade-off decisions were made (GAO-14-450).

In April 2014, the Coast Guard announced it would begin the process of revising the
2005 MNS to determine its future mission needs and, if necessary, update the programs of record
for each asset being acquired to reflect the revised mission needs. On December 18, 2014, the
President signed into law S. 2444, the Howard Coble Coast Guard and Maritime Transportation
Act of 2014 (P.L. 113-281), which directed the Coast Guard to provide an integrated major MNS
on the date on which the President submits to Congress a budget for fiscal years 2016, 2019 and
every four years thereafter. The Coast Guard has informed staff that the revised MNS will be
delivered to Congress in July, 2013,
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Unplanned Capital Needs

Delays in the acquisition program have exacerbated existing capability gaps and created the
potential for new gaps to emerge. As a result, additional acquisition needs have been identified
for which the Service has yet to adequately plan for, or to budget. For instance:

.

Polar Icebreaker — The Coast Guard has two Class IlI-heavy icebreakers (i.e., CGG
POLAR STAR and CGC POLAR SEA) capable of operating in Polar Regions, although
only POLAR STAR is currently operational. The Service estimates a new Class [II-heavy
icebreaker will cost more than $1 billion. The Coast Guard has noted that accommodating
that cost into projected acquisition funding levels would significantly limit funds needed
to complete the current acquisition program and severely delay the delivery of new or
recapitalized assets.

Section 222 of the Coast Guard and Maritime Transportation Act of 2012 (P.L. 112-213)
required the Coast Guard to conduct a business case analysis (BCA) of the options for
and costs associated with reactivating the POLAR SEA. The Service was further required
to make a determination based on the BCA of whether to reactivate or decommission the
icebreaker.

In November 2013, the Service completed the BCA and estimated the reactivation would
cost approximately $99 million to provide 7 to 10 years of service. Although it completed
the analysis nearly two years ago, the Service has refused to make a determination. The
Service is currently spending $8 million to stabilize and preserve the POLAR SEA and is
requesting an additional $6 million in FY 2016 to conduct a materiel condition
assessment of the vessel. The Coast Guard estimates that a determination to reactivate or
decommission the icebreaker will not be made until after completion of the assessment in
late 2016.

H.R. 1987 includes language which would set a deadline of 270 days for the Coast Guard
to complete and submit to Congress its materiel condition assessment of the POLAR
SEA and its determination of whether or not it is cost effective to reactivate the
icebreaker.

Medium Endurance Cutters - Under the Coast Guard’s current recapitalization program,
the 210- and 270-foot MECs are scheduled to remain in service into the mid-2030s before
the legacy fleet will be fully replaced by the new OPC fleet. However, the recently
completed Mission Etfectiveness Project (MEP) for the MECs will not extend the service
life of the MECs until that time. The Coast Guard has informed staff that it is in the
process of evaluating the current condition of the MEC fleet and examining ways to
extend the fleet’s service life to compensate for the delayed arrival of the OPC fleet. This
analysis could precipitate the need for a second MEP for the MEC fleet which will affect
funding allocations under future C1Ps.

HH-60 and HH-65 Helicopter Fleets - Under the Coast Guard’s current recapitalization
program, the Service’s fleets of medium range HH-60 and short range HH-63 helicopters
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have undergone a series of upgrades to extend their service lives. Nevertheless, both
aircraft are expected to reach the end of their service lives in 10 to 13 years. The Service
has not begun the process of planning for their replacements. Furthermore, the HH-65
airframe is no longer being manufactured. This fact may restrict future Coast Guard
operational capability should HH-65 airframes presently in service be lost permanently
due to casualties, or be inoperative for extended periods due to extensive repair and
maintenance.

Performance of New Assets

GAO’s June 2014 report found that the new assets it reviewed are demonstrating
improved performance over the legacy assets they replaced. However, the new assets have yet to
meet all key performance parameters (KPPs). GAO found the Coast Guard’s approach to the
initial operational test and evaluation (IOTE) process has failed to ensure that KPPs were met
before the Service and DHS made decisions to enter full rate production (GAO-14-450). GAO
found the Coast Guard’s inconsistent approach to IOTE could result in costly refits for assets,
additional delays in the delivery of new assets, and less certainty in acquisition cost estimates.
GAO recommended changes in the Service’s [OTE procedures to address the issue. H.R. 1987
includes language which would enact these recommendations.

C-27J Aircraft

Section 1098 of the National Defense Authorization Act of 2013 (P.L. 113-66) requires the
U.S. Air Force to transfer 14 excess C-27J aircraft to the Coast Guard, and the Coast Guard to
transfer 7 HC-130H aircraft to the U.S. Forest Service. In May 2014, the Subcommittee
requested the GAO review any issues the Coast Guard is having in integrating the C-27Js into its
fleet and the impact of the C-27J on the Service’s fixed wing capabilities. In April 2015, GAO
released its report entitled Transfer of Fixed-Wing C-27J Aircraft Is Complex and Further Fleet
Purchases Should Coincide with Study Results (GAO 15-325). The report found the Coast
Guard—

s was experiencing problems acquiring spare parts in a timely and cost- effective manner;

+ did not have sufficient access to technical data needed to fully missionize, maintain, and
operate the aircraft; and

¢ has not adequately identified, nor explained, the impact the transfer of these aircraft will
have on its mission hour requirements for fixed wing aircraft and its plans to acquire
other fixed wing aircraft such as additional C-130Js.

The GAO recommends the Coast Guard update Congress on changes to its mission need
requirements for fixed wing aircraft and to provide Congress with a new fixed wing aircraft fleet
mix analysis (FMA) to identify which aircraft it intends to acquire in the future. The
Subcommittee expects the first recommendation to be addressed in the revised MNS scheduled
for delivery in July 2015. With respect to the second recommendation, H.R. 1987 sets a deadline
of September 30, 2013 for submission of the revised FMA to the Committee.
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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

o))
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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
opeflfational 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.
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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. OrrUTT. 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. OFrUTT. 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. OrruTT. 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.

1\1[11‘. 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
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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 LoOUISIANA. 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. OrFrUTT. Mr. Graves, may I comment?

Mr. GRAVES OF LOUISIANA. Sure, please.

Mr. OFrUTT. 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. OFrUTT. 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
Lleague, 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. OFruTT. 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. OrrFUTT. 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.

hAdmiral 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
r0u§h 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
RlIl??P Othat 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
Ehe %chedule and the budget for the FRC, the second tranche of

uys?

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—Ilet’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.
Rightg 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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INTRODUCTION

Good morning Chairman Hunter, Ranking Member Garamendi and distinguished ‘members of
the Subcommittee. On behalf of the men and women of the U.S. Coast Guard, I thank you for
your oversight of and advocacy for the Coast Guard. 1 am honored to appear before you today,
to update you on our contimued efforts to recapitalize our aging cutters, boats, aircraft,
Command, Control, Communications, Computers, Intelligence, Surveillance and Reconnaissance
(C4ISR) systems, and shore infrastructure.

The Coast Guard continues to face a dynamic and complex array of challenges in performing the
service’s many missions to secure, safeguard and exercise stewardship over activities in our
inland, coastal and offshore waters. Chief among these challenges is the age and condition of
existing assets not yet addressed by our ongoing recapitalization program and the impact that
declining readiness of those legacy cutters, boats, aircraft, support systems and shoreside
infrastructure have on mission performance. For this reason, the Commandant continues to place
the highest priority on advancing the planned recapitalization programs that will provide our men
and women in the field with new and enhanced platforms and capabilities necessary to achieve
mission success.

As the Chief Acquisition Officer of the Coast Guard, I lead a talented team of professionals
dedicated to delivering the goods and services the Coast Guard needs to carry out its missions. 1
see the impact our acquisition enterprise is having every day when 1 read reports outlining the
key role that our newly acquired assets and capabilities, such as the National Security Cutter
(NSC), Fast Response Cutter (FRC), HC-144 Ocean Sentry, Response Boat-Medium (RB-M),
and Rescue 21 system, play in improving mission performance, safety and reliability. As we
acquire new assets, we are also focused on sustaining and improving our existing assets,
including the Medium Endurance Cutter fleet and our MH-60T and MH-65D helicopters that
play a vital role in rescuing mariners in distress and interdicting threats before they reach
American shores. This subcommittee has been instrumental in supporting the Coast Guard’s
acquisition programs, and we are realizing the results of those critical investments in every
mission area.
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Over the last year, we have achieved a number of successes on the way to attaining our
acquisition program of record. In March, we awarded a contract for production of the eighth and
final NSC, which will allow the Acquisition Directorate to transition to the Commandant’s next
acquisition priority: delivery of an affordable and capable Offshore Patrol Cutter (OPC). The
OPC will serve as the backbone of the Coast Guard’s strategy to project and maintain offshore
presence in concert with the extended range and capability of the NSC and the enhanced coastal
patrol capability of the Fast Response Cutter (FRC). The twelfth Fast Response Cutter was
commissioned in Key West in late March, completing the fleet of six cutters there and in Miami,
where FRCs are already proving invaluable to counter-drug and counter-migration efforts in the
Straits of Florida and maritime approaches to the southeastern United States. In addition to our
efforts to recapitalize the surface fleet, we established the C-27J Asset Project Office (APO) in
Elizabeth City, NC, and have begun the process of inducting the C-27J aircraft transferred from
the Air Force, We also completed deployment of the Rescue 21 communications and monitoring
system along the Atlantic, Pacific, and Gulf coasts, Great Lakes, Hawaii, and U.S. territories,
which has been employed in more than 75,000 search and rescue cases to date.

Recapitalization is a key component to the Coast Guard’s strategy to efficiently allocate
resources to meet today’s operational requirements while investing in future capability to best serve
the Nation. Our acquisition enterprise is working every day to ensure every appropriated dollar is
used to its best advantage.

THE COAST GUARD ACQUISITIONS ENTERPRISE

With the creation of the Acquisition Directorate in 2007, the Coast Guard consolidated its
portfolio of major and minor acquisition projects, contracting and procurement functions,
research and development programs, logistics support and transition to sustainment functions,
and other elements of acquisition support under a single command. Further, the Service
established an acquisition governance structure, strengthened our processes, institutionalized the
role of our technical authorities, and built and maintained a highly capable and trained
acquisition workforce. These improvements have been codified in the Coast Guard’s Major
Systems Acquisition Manual and are guided by the principles and requirements under
Department of Homeland Security (DHS) - Acquisition Management Directive 102-01 and
Federal Acquisition Regulations (FAR). We continue to implement initiatives to minimize
acquisition risks and maximize affordability within our projects. We leverage the experience and
expertise of our partners to perform key functions and guide Coast Guard decision-makers
throughout the acquisition life cycle.

As a result of these ongoing efforts, Coast Guard acquisition personnel were recognized as
recipients of five Fiscal Year (FY) 2013 DHS Acquisition Awards. More importantly, we
continue to deliver operational capability on-cost, on or ahead of schedule, and in a controlled
risk environment.
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RECENT ACOUISITION SUCCESSES

The Coast Guard has made great strides in our efforts to recapitalize the Coast Guard fleet and
support systems. The Service continues to accept delivery of new cutters, aviation assets, boats,
C4ISR capabilities, and upgraded shore infrastructure, bolstering our mission readiness and
performance.

In 2014, the Coast Guard awarded contracts for preliminary and contract design of the OPC to
three shipyards — Bollinger Shipyards Lockport LLC (Lockport, Louisiana), Eastern
Shipbuilding Group Inc. (Panama City, Florida), and General Dynamics, Bath Iron Works (Bath,
Maine). Acquisition program staff recently conducted Preliminary Design Reviews with each of
the three shipyards and the program remains on schedule..

In addition to the recent production award for
the eighth NSC, the Coast Guard accepted
“delivery of and commissioned the fourth NSC
(USCGC HAMILTON) into service last year,
‘christened the fifth NSC (JAMES), began
fabrication of the sixth NSC (MUNRO) and
‘initiated pre-fabrication activities for the
seventh NSC (KIMBALL). In April, we
conducted successful at-sea trials on board
JAMES in advance of the cutter’s scheduled
delivery: and commissioning later this year.
NSCs - are proving very successful at

The fifih National Security Cutter (JAMES) conducts
at-sea trials, April 2015. Photo courtesy of
Huntington Ingalls.

Last month, the Coast Guard accepted
delivery of the 13th FRC, which will be the

providing Area Commanders the requisite
capabilities to perform the full range of Coast
Guard missions in the offshore environment,

first FRC to be based at Sector San Juan; |

Puerto Rico.
released to

A Request for Proposal was

year 2016. The contract will include options
for the acquisition of up to 26 FRCs on a firm
fixed price basis with an economic price
adjustment. The Coast Guard has provided the
Re-procurement Data Licensing Package
(RDLP) from the phase I FRC contract to

industry in advance of the:
scheduled Phase 11 production award in fiscal

WPC 1112 (ISAAC MAYO) was commissioned into
service March 2015 at Sector Key West, Florida.
U.S. Coast Guard photo.

interested offerors. The RDLP includes design data, drawings, materials lists, and testing and
technical information needed to submit a proposal. We are pursuing a full and open competition
for the second phase contract to maximize affordability of the program while maintaining a
single class of cutters with standardized major systems and components.
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We continue to acquire two standardized cutter boat classes, the 1l-meter Long Range
Interceptor 11 (LRI-II) and 7-meter Over the Horizon IV (OTH-IV). Five LRI-IIs have been
delivered to date and are supporting deployable operations onboard the NSC class, and 27 OTH-
IVs have been delivered to FRCs at Sectors Miami and Key West as well as the first five NSCs.

Earlier this year, the Coast Guard received delivery of the 174th RB-M, achieving full operating
capability and transitioning the program from the acquisition stage to sustainment. Operational
commanders have praised the RB-M’s speed, handling and capabilities to perform the full
spectrum of Coast Guard missions over the legacy 41-foot Utility Boats and other station boats
the RB-M replaces. Our strategy to
standardize and update station boat
capabilities also includes the acquisition of the
Response Boats-Small 1T (RB-S 1I), of which
more than 130 have been delivered to Coast
Guard stations nationwide.

The Coast Guard has initiated activities to
support the acquisition of & new Polar
Icebreaker to maintain Coast Guard mission
capabilities in the high latitude regions. This
includes development of a Preliminary
Operational Requirements  Document and
completion of an Alternatives Analysis.
These efforts are complemented by ongoing
consultation  and coordination  with
international partners, including the Canadian Coast Guard as they continue requirements and a
design for a heavy icebreaker.

An RB-M assigned to Station Galveston performs
operations off the Texas coast in December 2014. U.S.
Coast Guard photo.

The Coast Guard’s In Service Vessel Sustainment program is carrying out key sustainment
projects, including a Service Life Extension Project (SLEP) for the 140-foot icebreaking tug to
enhance mission readiness and extend the service life of this nine-vessel class by approximately
15 years. The Coast Guard also completed the first of four planned SLEP phases on Coast Guard
Cutter EAGLE earlier this month. EAGLE SLEP will enhance habitability, remediate hazardous
materials and complete major maintenance necessary to ensure the vessel remains safé for
operations. The Coast Guard is also developing work plans and documentation to guide a
Midlife Maintenance Availability on the 225-foot sea-going buoy tender fleet with the first
vessel scheduled to arrive this year.

Within the aviation domain, the Medium
Range Surveillance aircraft program has
been adapted to include the transfer of 14 C-
27) medium-lift aircraft formerly operated
by the U.S. Air Force. The C-27Js will
complement the 18 HC-144 Ocean Sentries
that have been delivered and are performing
operations at four Coast Guard air stations.
The Coast Guard has established a C-27J
APO, co-located with the Aviation Logistics

Xl A i
CGNR-2714, the first C-27J to be regenerated by the
Coast Guard performs a training and logistics mission
at Air Station Clearwater, Florida, April 2015. U.S.
Const Guard nhoto
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Center at Elizabeth City, North Carolina, to oversee the generation of Coast Guard-specific
operational, maintenance, training and test and evaluation procedures as well as the regeneration
and missionization of the aircraft. Following delivery to the APO, the Coast Guard plans to
further missionize the aircraft with specialized components such as surface search radar and
electro-optical/infrared sensors to enharce the aircraft’s capability to carry out the full range of
Coast Guard maritime operations.

The service also recently accepted the
delivery of two C-130J aircraft and will also
receive another C-130J this summer, which
will be the lead aircraft to undergo
missionization with the next-generation -
Minotaur Mission System Suite. Minotaur:
integrates specialized systems, including.
radar, sensors, and other C4ISR equipment
to collect and process surveillance LR ‘
information  for transm}ssxon t(,) shore and The seventh C-130J long range surveillance aircrafi
surface operators. Minotaur is an Open~ | gyives in Greenville, South Carolina, Feb. 26, 2015,
architecture, government-owned system that | where it will undergo missionization prior to final
is currently in use by the Navy and Customs | delivery. U.S. Coast Guard photo,

and Border Protection. The Coast Guard has
released a Request for Proposal to missionize up to five new C-130Js as well as retrofits on the
first HC-130Js delivered to the Coast Guard. The Coast Guard is developing a Minotaur-based
solution to missionize the HC-144 Ocean Sentry and HC-27F fleet, as well as to enhance
commmonality and reduce life-cycle costs across the fixed wing fleet.

The Coast Guard has initiated an examination of the aviation program of record to determine
what changes are needed following the planned introduction of 14 missionized C-27Js. The
updated fleet mix analysis will be used to guide decisions on the numbers and types of assets
needed to be acquired in the future as well as potential revisions to basing strategies to best meet
fixed-wing aviation mission needs.

Additionally, ongoing conversion and sustainment projects extended the service life of our H-60
and H-65 helicopter fleets and provided these aircraft with enhanced avionics and sensors. In
addition, we have initiated development of an MH:=65E prototype. All of these improvements
have enhanced the safety and reliability of the rotary wing fleet.

We continue to work with the U.S. Navy and U.S. Customs and Border Protection to leverage
their existing programs to develop Unmanned Aerial Systems (UAS) to supplement manned
aircraft to meet maritime surveillance requirements. Last year, the Coast Guard’s Research and
Development Center concluded a series of evaluations of cutter-based UAS. The Acquisition
Directorate has initiated a non-major program to acquire small UAS for the NSC class, and we
continue to evaluate available systems and how they may complement Coast Guard missions.
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The Coast Guard is continuing deployment of new and updated C4ISR systems on our
deployable assets and shore facilities around the country. We are continuing deployment of
Rescue 21 along the Western Rivers and in Alaska as well as the Nationwide Automatic
Identification System to save lives and enhance maritime awareness in our ports and on the
inland and coastal waterways. The service recently achieved full operating capability of the
Rescue 21 system along the Atlantic, Pacific and Gulf coasts, Great Lakes, Hawaii and U.S.
territories. The WatchKeeper system, which provides real-time joint planning and operational
capabilities to the Coast Guard and intergovernmental partners and industry has been deployed in
37 locations nationwide. Finally, the Coast Guard recently demonstrated an updated C4ISR
Segment 2 baseline on board USCGC WAESCHE that has been incorporated into production of
NSCs 5-8 and will be retrofitted on BERTHOLF, STRATTON and HAMILTON. C4ISR
equipment and software provide situational awareness, data processing and information
awareness tools required to modernize and recapitalize our shore sites, surface and aviation
assets.

FY 2016-2020 CAPITAL INVESTMENT PLAN

The Coast Guard is committed to prioritizing available resources to address today’s greatest
maritime safety and security needs while making the necessary investment in recapitalization to
ensure the viability of the Coast Guard well into the future. The condition and serviceability of
the Coast Guard’s air and surface fleet, and the projected timelines to replace and sustain these
assets require the Coast Guard to continue investment in recapitalization to maintain the
capability necessary to operate in areas strategically important to our Nation.

The FY 2016-2020 Capital Investment Plan summarizes the Coast Guard’s latest projections for
Acquisition, Construction, and Improvements and is consistent with the funding levels outlined
in the FY 2016-2020 Future Year Homeland Security Program report to Congress.

CONCLUSION

Since 1790, the Coast Guard has safeguarded our Nation’s maritime intereésts and matural
resources on our rivers, in the ports, on the high seas, and in theaters around the world. Each
day, the Coast Guard carries out its missions to protect lives, protect the environment, secure our
maritime borders and facilitate commerce. Our acquisition workforce is, likewise, working each
day to acquire and deliver the assets and capabilities needed to support these critical missions in
a manner that maximizes the Nation’s return on its investment.

Thank you for the opportunity to testify before you today and for all you do for the men and
women of the U.S. Coast Guard. 1look forward to answering your questions.
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COAST GUARD ACQUISITIONS

As Major Assets are Fielded, Overall Portiolio
Remains Unaffordable

What GAO Found

(GAQ reported in March 2015 that the Coast Guard is in the process of récaiving
14 C-274 fixed-wing aircraft transferred from the Alr Farce at no cost to the Coast
Guard. However; it'will take 7 yedrs and about $600 million to fully fransfer and
modify the alreraft by adding information technology and surveiliance systems.
Transfer of the C-27.] Taces a number of risks but the aiferaft is expedted to
contribute significant flight hours toward the Coast Guard's goal once compiete.
In light of this transfer, the Coast Guard is in the process of determining the best
mix of fixed-wing aircraft to provide the capabilities it needs to carryout its
missions. As shown In the table; GAOG reported that the Coast Guard has faflen
short of its flight hour-goal; this trend is expected to continue untit the Coast
Guard revises its mission nesds, an-effort it expects to complete in 2018, The
Coast Guard also plans to cofplete a fixed-wing fleet mix analysis by 2019,
which will revisit the current flight hour goal and the assets-that will best meet its
needs. Thetable reflects the existing flest and flight hours as compared to GAO’s
analysis of the Coast Guard's planned flaet including the C-27J alrcraft,

2014 tlent {actual) GAD analysis of the Coast Guard's
current pian
Fleet composition {total guantity of. Medium Long Madium Long
aircraft) Range Rangs Rangs Rangs
an 21 32 22
Flight hours per year 32,843 43,200
Ditference based-on the program 38 percant short 18 percent short
of record gual of 53,400 flight of flight hour goal of flight hour goal

hours {planned or actual hours f

Source: GAO ainslyse Pased on ihi datartn the Const Guant's My 2012 busingiss case analysts (which informad e Coast Guart's
August 2013 letter 0. Congress), Gumentoperationai pisns, and other Cosst Gumed data. | GAC-16-6207

Note: Tha i the HO-330H and HO-1301 are fong renge assets: The fitos! yaar 2014

& and G 3
? st ickides 4 it

According to GAD's April 2015 review, the Coast Guard continues fo field
National Security Cutters and Fast Rasponse Cutters. The Coast Guard is also
working with three potential shipbuilders to design the Offshore Patrol Culter,
needed to recapitalize the majority of the major cutter fleet, with plans for the first
ship to be fielded in.2022. In the meantime, the Coast Guard’s legacy Medium
Endurance Cutters, which the Offshore Patrol Cutter is planned to replace, have
begun to reach the end of their service lives. The Coast Guard currently has no
definitive plan to extend the service life of these legacy assets and as a result
faces a potentially significant capability gap.

GAO-found in June 2014 that budget officials have acknowledged that the Coast
Guard's current plan for developing new, more capable assets is not affordable
given current and expected funding levels. For the past 5 years, GAQ has found
that the Coast Guard's acquisition funding has fallen short of what it estimates it
needs to fully recapitalize its assets. The Coast Guard has responded by
annually delaying or reducing its capability. The Coast Guard and the
Department of Homeland Security (DHS) have taken some steps o address
these affordability issues, but as yet these sfforts have not led to the types of
significant trade-off declsions among resources and neads that would improve
the fong-term outlook of the Coast Guard's acquisition portfolio.

United States Government Accountability Office



38

Chairman Hunter, Ranking Member Garamendi, and Members of the
Subcommitiee:

I am pleased 10 be here today to discuss the Goast Guard’s plan o buy
and deploy the agsets it has determined it needs to fulfill its curtent and
anticipated missions. We have been reviewing the Coast Guard’s efforts
to purchase a niew portfolio of aircraft, ships, and other assets for many
years. Most recently, we issued a report on the transfer of 14 C-27J
aircraft from the-Air Force to the Coast Guard. !

The Coast Guard has made progress in its acquisition management
capabilities over the past several years, such as more closely following
acquisition best practices and taking steps to increase competition. We
have consistenily found, however, that the Department of Homeland
Security (DHS) and the Coast Guard recognize, but have yet to address,
the fact that the Coast Guard's acyuisition needs are not affordable based
on past and expected future funding levels.

My statement today Is based oh our body of work on Coast Guard major
acquisitions and the operational capabilities of its assets completed over
the past 3 years and highlights our recently completed review of the
transfer to the Coast Guard of the C-27J aircraft as well as.our
observations regarding the Coast Guard's fiscal year 2016 Capital
investment Plan. | will address’issues related to the Coast Guard's: (1)
aviation assets, particularly the C-27J aircraft and (2) surface agsets, as
well as {3) the overall affordability of its major acquisition porifolio.

For our March 2015 report on'the C-27J, we assessed the status and
timeframes for making the fleet Operational. We also assessed gaps in
the fixed wing aviation fleet, based on the current flight hour goals and
surveillance capabilities, We analyzed the Coast Guard's May 2012 C-
27J business case analysis-and the stbsequent analysis that it provided
to Congress in-an August 2013 lefter. We also reviewed aviation fleet
performance information and talked with operators and maintenance
personnel. We also made observations on the Coast Guard's fiscal ysar
2016 budget and Capital Investment Plan and interviewed Coast Guard
budget officials. We discussed these observations with Coast Guard

YGAQ, Coast Guard Aircraft; Transfor of Fixed-Wing 0-27J Airoraft is Complox and
Further Fleet Purchases Should Coincide with Study Resuils, GAG-15-325 (Washington,
.G, March 26, 2015},
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budget officials and incorporated their views as appropriate. For other
past work cited in this statement; specifically our 2014 comprehensive
portfolio review of the overall Coast Guard acquisition partfolio, we
assessed the Coast Guard’s acquisition program baselines; the cost of
the Coast Guard's portfolio, and steps taken to address affordability
concerns, including the rised for long-term planning.? We reviewed the
Coast Guard’s funding needs, mission needs, future plans, and
performance data fo assess to what extent, if any, the Coast Guard is
experiencing capability gaps. More detailed information on our vhiectives,
scope, and methodology for the work cited throughout this statement can
be found int the issued reports. We:conducted the work on which this
statement is based in accordance with generally accepted government
auditing standards. Those standards require that we plar and perform the
audit to obtainsufficient, appropriate evidence fo provide a reasonable
basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

The Coast Guard Is
Reevaluating lts
Aviation Fleet Mix in
Light of C-27J
Transfer

The Coast Guard is In the process of receiving 14 C-27Jsasapartof a
Congressionally mandated transfer; at no cost o the Coast Guard, from
the Air Force, and these aiteraff are planned to significantly contribute to
the Coast Guard’s missions once they are operational. However, as we
reported in March 2018, 1t will take time and money to fully transfer and
modify the airéraft. As of May 2015, 2 of the 14 C-27J aireraft had been
rermoved from storage at the Air Force’s 309th Aerospace Maintenance
and Regeneration Group (AMARG) at Davis-Monthan-Air Force Base
where 13 of the 14 C-27Js are stored. These 2 aircraft are cutrently at the
Coast Guard's aviation maintenance facility in Elizabeth City, North
Carolina whers the aircraft are continuing to be inducted into the Coast
Guard, The Coast Guard expects to-deliver 2 additional C-27Js from
AMARG to its maintenance facility by the end of fiscal year 2015.

The first part of induction entails removing the aircraft from the AMARG
storage facility, which involves taking off a protective compound,
conducting system checks and basic maintenance, and successfully

2GAQ, Coast Guard Acquisitions: Belter information on Perf nce and Fanding
Needed fo Address Shortfalls, GAO-14-450 (Washington, D.C.. June 5, 2014). Other past
wark reflected in-this statemant includes: GAO, Coast Guard: Legacy Vessels' Declining
Conditions Reinforce Need for More Realistic Operational Targefs, GAO-12-741
{(Washington, D.C.: July 31, 2012), and GAD-15.328,
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completing a flight test—among other steps. The Coast Guard then needs
to ensure that it ¢an support these gssets and modify the C-27Js to meest
its missions. This is a lengthy and complex process and, as & result, the
fleet of 14 fully operational C-27Js is not anticipated until 2022.

i our March 2015 report, we identified a number of milestones and risks
that will need to be addressed to achieve fully capable aircraft. In.general,
the Coast Guard must achieve three major milestones before the aircraft
are fully operational

1. inductthe aircraft,
2. establish operational units (bases), and
3. add surveillance and advanced communication capabiiiﬁes.

in addition, complicating these efforts are areas of risk that need to be
addressed before the Coast Guard can field fully operational C-27.Js.
These three risk areas are: (1) purchasing spare parts, (2) accessing
technical data, and (3) understanding the condition of the aircraft. These
and other risks may inhibit the Coast Guard's ability {o operate the aircraft
as planned, However, the Coast Guard is working to mitigate thése risks.
Figure 1 illusirates the milestones and risk areas the Coast Guard must
address before it can field a fully capable C-27J aircraft.

Page 3 GAD-15-620T
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Figure 1: Major Milestories and Risk Areas in Developing a Fully Operational Coast Guard C-27J Aircraft

detstanding the condition-of the airoraft

Source: AU presentation of Coast Guard data. { GAG-15-8207

According to initial Coast Guard estimates, while the C-27J aircraft come
at no acguisition ¢ost to the Coast Guard, the costs to fully sperationalize
them will total‘about $600 miillion. The fiscal year 2016 Capital Investment
Plan includes $482 million for this effort. The Capital Investtent Plan also
notes that the Coast-Guard has yet to fully estimate the total cost of
incorporating and operating the C-27.J. The Coast Guard is planning fo
refine this initial estimate by January 2018, in accordance with a February
2015 DHS acquisition decision memo.

In addition to the challenges in converting the C-27Js to fully operational
aircraft, we found in March 2015 that the Coast Guard faces a shortfall in
achieving its overall flight hour goal.® To fully meet its mission needs, the
Coast Guard’s 2005 mission needs statement set forth a goal of 52,400
hours per year. in fiscal year 2014, the Coast Guard's fixed-wing aviation
fleet flow 38 percent fewer hours than these stated needs—a total of
32,543 hours. The revised fleet as currently envisioned, with the addition

3GAD-15-3
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of the C-27J, will narrow this gap, but the Coast Guard will still fall short of
the 52,400 flight hour goal. As a result of planned changes to its fleet
composition to accommodate the C-27J—spscifically reducing its planned
purchase of 36 HC-144s o 18-—and other reasons the Coast Guard is
now on.a path to fail 'short of meeting this goal by 18 percent when all
planned assets are operational.*

Table 1 shows: {1} the alrcraff that comprise the current 2014 fleet plan
and the Coast Guard's planned flest-once the C-27Js are operational, (2)
the annual flight hours each fleet provides, and (3) the difference batween
the flight hours of the fleets and the 52,400 hour goal.

Table 1: Flight Hour Performance of Actual and Planned Fixed-Wing Fleets

GAQ analysis of the Coast
2014 fleat (actual) Guard’s currént plan
Fleet composition {total quantity of aircraft) HC-144. HC-130Hand  HC- HC-144 C-27d  HC-1304
otherlegacy 1304
airoraft
16 20 5 18 14 22
Flight hours per year 32,543 43,200
Difference based on the program of record gosl of 52,400 38 percent short of 18 percent short of
fiight hours (planned or actual hours 7 52,400) flight hour goal #ight hour goat
Boure: GAC analysis based on e data in the Cosst Guard's May i ysis (which inf Coast Guard' $t 2043 Istter tw Congrass), o pis apnd other

Coast Guand data, | GAOAB-SHIT
Notes: Numbers may sof add up dug to rounding.

Ins conducting our analysie, wé used the Coast Guard's 2012 busiiesy tase anblysis but modified the
planned fight hours for the HC-144. and the C<274. The program of record and the 2012 business
case assurmed that the HC-144 would fly 1,200 hours per year bul the Coast Guard plans 1o fy the
HC-144 and the C-27.J for 1,000 hours per year.

The Coast Guard is planning lo retire the HG-130Hs as it begins to operate the C:27.1s and receives
more HC-130s.

The HC-144 and G-27J are medium range assets while the HC-130R and HC-130J are fong range
assels. The fiscal year 2014 "HC-130H and other legacy ajrera®t’ column includes 4 medium range
tagacy aircraft.

*Also contributing to this reduction in fiight hours is the current plan to reduce the HC-144
fitght hours from 1,200 to 1,000 hours per year—due primarily to the high cost of
maintaining the alrcratt while fiying at the higher pace.
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According to the fiscal year 2016 Capital Investment Plan, the Coast
Guard is currently conducting a revised fixed-wing fleet analysis, intended
to be a fundamental regssessment of the capabilities and mix of fixed-
wing assets needed to fulfill its missions. Coast Guard budget and
programming officials recognize the aviation fleet may chénge based on
the flight hour goals inthe new mission nesds statement and the overall
flest mix analysis. The fiscal year 2018 Capital Investment Plan,
therefore, does not include any additional fixed-wing asset purchases. For
example, DHS and the Coast Guard have formally paused the HC-144
acquisition program at 18 dircraft, which are the aircraft they have already
purchased.

The Coast Guard has begun to rewrite its mission naeds statement and
concept of operations and plans fo complete this effort by 2016. The
Coast Guard plans to-complete its full fixed-wing fleet mix analysis, which
includes the assets it estimates will best meet these needs, by 2019, but
has not set forth specific timeframes for completing key milestones. We
recommendad in our March 2015 report that the Secretary of Homeland
Security and the Commandant of the Coast Guard inform Congress of the
time frames and key milestonies for completing the fleet mix study,
including the specific date when the Coast Guard will-publish its revised
annual flight hour needs and when it plans to inform Congress of the
corresponding changes to the composition of its fixed-wing flest to meet
these neads.® DHS concurred with our recommendation but did not
provide specific time lines for maeting this recomrendation. The bill for
the Coast Guard Authorization Act of 2015, introduced in April 2015,
requires a revised Coast Guard fixed-wing aircraft fleet mix analysis to be
submitted to congressional transpertation committeas by the end of fiscal
year 2015.8

SEAG-15-325.
SH.R. 1887, § 204, 114th Cong. (1st Sess. 2015),
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The Coast Guard Is
Beginning to Field
New Surface Fleet
Assets but Faces
Potentially Significant
Capability Gap

The Coast Guard continues to field National Security Cutters (NSCs) and
Fast Response Cutters (FRCs), which are replacing the legacy 378"-foot
high endurance cutters and the: 110-foot patrol boats, respectively. As we
reported in April 20185, the Coast Guard is also in the process of working
with three potential shipbuilders to design the Offshore Patrol Cutter, but
this-asset, needed 1o récapitalize the vast majority of the major cutter
fleet, remains years away from being fielded.” In the mearitime, the Coast
Guard's legacy Medium Endurance Cutters, which the Offshore Patrol
Cutter is plannied to replace, have begun to reach the end of their service
tives creating a potential gap.

National Security Cutter

The Coast Guard has all 8 NSCs on contract or delivered as of May 2015,
and, as we reported in April 2015, completed operational test and
evaluation in-April 2014, All 8 NSCs are planned to be fully operational by
2020 and the Coast Guard is phasing out the legacy 378'-foot high
endurance cutters as the NSCs become operational. We are currently
conducting a detailed review of the NSC's recent test event af the request
of this subcompmiftee. We reported in Aprit 2015, however, that during this
initial operational testing, the NSC was found fo be operationally effective
and suitable, but with several major deficiencies. For example, the NSC's
small bogt—which is launched fron the back of the cufter—is not suited
to operate in rough waters (sea state 5) as Intended. ® Coast Guard
officlals told us they planned to test a new small boat by March 2018, In
addition, the Coast Guard deferred testing for several Key capabilities on
the cutter, such as cybersecurity; the use of unmarned aerial systems, or
its abiiity to handle certain classified information. Coast Guard officials
said follow-on operational fests will be conducted between fiscal years
2015 and 2017, While future lests will be key to understanding the N8C’s
capabilities, any necessary changes resulting from these tests will have to
be retrofit onto all 8.NSTs since they are all either built or under contract.
in June 2014, we found that the NSC program had at least $140 million in
retrofits and désign changes to fund and implement on the NSC flest.®

*GAO, Homeland Security Acquisifions: Major Program Assessments Reveal Actions
Heeded to fmprove Accountabifity, GAG-15-17158F, (Washington D.C.: April 22, 2018).

ESea states referto the height, period, and character of waves on the surface of a large
body of water. Sea state 5 represents 8.2- fo 13/1-foot waves.

*GA0-14-450. The Coast Guard reported these numbers for all sight hulls, Howsver, for

some items, such as the information system replacernent, the costs primarily cover
retrofitting some or all of the first four hulls.
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As we also reported in June 2014, further changes may be needed due to
issues discovered through operating the NSC, which could result in the
Coast Guard having to spend even more money in the future to ensure
the NSC flest meets requirements and is logistically supportable.’® For
example, the cutter is experiencing problems operating in warm ciimates,
including cooling system failures, excessive condensation forming
puddles on the deck of the ship; and limited redundancy in ifs air
conditioning system affecting use of information technology systems.
According to operational reports from a 2013 deployment; the
Commanding Officer of an NSC had to impose speed restrictions on the
vessel because of engine overheating when the seawater temperature
was greater than 68 degrees. In-addition, cold climate issues on the cutter
include a lack of heaters to keep oit and other fluids warm during
operations in cold climates, such as the argtic. Further, Coast Guard
operators state that operating near ice must be done with extreme catition
since the ice can move quickly and the NSC could sustain significant
damage if it comes. in contact with the ice. In June 2014 we reported that
while senior Coast Guard officials acknowledged that there were issues to
address, they stated that the Coast Guard has not yet determined what, if
any, fixes are necessary and that it depends on where the cutter
ultimately operates.

Fast Response Cutter

In April 2015, the Coast Guard accepted delivery of the 13th of 58 FRCs
and now has 32 of the cutters on contract. As we reported in April 2015,
the Coast Guard is introducing additional competition into this purchase
by recompeting the construction contract for the remaining 26 vessels;
this contract is platined to be awarded in fiscal year 2016. According to
the Coast Guard, the FRC has already been used to rescue over 400
undocumented immigrants, seize neary $20 million in contraband, and
apprehend several suspected drug smugglers. Thie fiscal vear 2016
Capital Investment Plan includes $1.47 billion over the next 5 years to
continue purchasing these assets by which time the Coast Guard plans to
have fielded 42 FRCs.

As we reported in June 2014, operational testers within the Depariment of
the Navy determined in July 2013 that the FRC, without the cutter's small
hoat, is operationally effective—maaning that festers determined that the
asset enables mission success.' However, these operational testers also

0EA0-14-450.
MEAD- 14-450,
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determined that the FRC is not operationally suitable because a key
engine part failed, which lowered the amount of time the ship was
available for missions to an unacceptable level. Daspite the mixed test
results, Navy and DHS testers as well as Coast Guard program officlais
all agreed that the FRG is a capable vessel, and the Coast:Guard plans to
confirm that it has resolved these issues during follow-on testing planned
to be compieted by the end of fiscal year 2015.

Offshore Patrol Cutter

The Coast Guard is using a fwo-phased, competitive strategy to select a
contactor to construct the Offshore Patrol Cutter (OPC), as we reported in
April 2015. First; the Coast Guard conducted a full and open competition
to select threé contractors to perform preliminary and contract design
work, and it February 2014, the Coast Guard awarded firm-fixed price
contracts to three shipbuilders: Second, by the end of fiscal year 2016,
the Coast Guard plans to-award'a contract fo one of these shipbuilders to
complete the defailed design of the vessel and construct the firgt 9 to 11
ships, at which timie the Coast Guard plans to recompeéte the contract for
the remaining vessels. The Coast Guard currently plans to begin
construction orrthe lead ship in fiscal year 2018—one year later than
planned in its most recent program baseline—and delivet this ship in
2022, The Coast Guard aftributes the schedule delay to procurement
delays, including a bid protest. The fiscal year 2016 Capital Investment
Plan has $1.5 billion in funding for'the OPC, which finds the design work
and construction-of the first three vessels. After the first-3 of the planned
fleet of 28 OPCs are built, the Coast Guard plans to increase its purchase
to 2 OPCs pér year intil the final asset is delivered, currently scheduled
for fiscal year 2035,

Potential Surface Fieet
Capability Gaps

As we reported in-July 2012, the Coast Guard faces capability gaps in its
surface fleet over the neit several years as the projected service fife of its
Medium Endutance Cutler fleet expires before planned delivery of the
OPCs, which will replace these aging cutfers.’? The Coast Guard
completed a refurbishment of the Medium Endurance Cutlers in
September 2014 to increase their reliability and reduce longer-term
maintenance costs. Senior Coast Guard officials responsible for this
project reported that these effarts may provide up to 15 vears of
additional service life to the flest. However, they noted that this estimate
is optimistic and that the refurbishment provided needed upgrades to the

PEa0-12.T41,
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Medium Endurance Cutters, but was not designed to further extend the
cutters’ service lives,

As depicted in figure 2, even with the most optimistic projection for the
current service fife-of the Medium Endurance Cutters, we estimated i our
July 2012 report that there was g gap before the planned OPC deliveries.
The figure shows the service lives for each of the 27 210-foot and 270"~
foot Medium Endurance Cutters if the service life extensions provide 5,
10, or 15 years of additional service, and the planned delivery of the 25
OPCs.

Figure 2: Comparison of the Projected End of Service Lives for the Legacy Medium Endurance Cutter (MEC) Fléet with the
Planried Offshore Patrof Cutter {(OPC) Delivery Dates
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Note: This analysis is.based onthe Coast Guard's existing fleet of 27 legacy Medium Endurance
Cutters, each of which is identifled by class.and name. Coast Guard officials also reported that there
is no correlation befween the-end of a vessel's service Iife and its decommissioning date. Figure from
GAD-1E-T41.

Coast Guard budget officials recently told us that the Coast Guard is
studying whether to perform-additional service life extension work on the
Medium Endurance Cutters fo kesp them operational until the OPCs are
delivered. Coast Guard officials could not tell us when a decision will be
made about this work and the fiscal year 2016 Capital Investment Plan
does not include funds for this effort.

The Coast Guard
Faces Affordability
Challenges as
Funding Needs for
the Offshore Patrol
Cutter Loom

As we have found in recent years, the Coast Guard faces.a sighificant
challenge in the affordability of its overall fleet, driven primarily by the
upcoming OPC procurement; which'is planned to cost $12.1 billion, The
OPC will absorb abaut two-thirds of the Coast Guard’s acquisition funding
between 2018 and 2032 while it is being built. As a resulf, remaining
Coast Guard acquisition programs will have to compete for a small
percentags of funding during this time.

We found in June 2014 that there are gaps between what the Coast
Guard estimates it needs to carry out its program of record for its major
acquisitions and what it has traditionally requested and received, ¥ For
example, senior Coast Guard officials have stated a need for over $2
billion per year, but the Coast Guard has received $1.5 billion.or less over
the past & years. The President’s budget requests $1 billion for fiscal year
20186. In an effort to address the funding constraints it has faced annually,
the Coast Guard has been in-a reactive mode, delaving and reducing its
capability through the annual budget process but without a planto
realistically set forth affordable pricrities. The Coast Guard, DHS, and
Office of Management and Budget officials have acknowledged that the
Coast Guard cannot afford to recapitalize and modermnize its assets in
accordance with the-current plan at current-funding levels, Efforts are
underway to address this Issue, but so far, these sfforts have not fed to
the difficult trade-off decisions needed to improve the affordability of the
Coast Guard's portfolio. We recommended in 2014 that the Coast Guard
develop a 20-vear fleet modernization plan that identifies-all acquisitions
needed to maintain the current level of service—aviation and surface—
and the fiscal resources needed to buy the identified assets. We

BGEAD- 14480,
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recommended that the plan should consider trade-offs if-the fiscal
resources needed 1o execute the plan are not consistent with annual
budgets. The Coast Guard conctirred with our recommendation, but its
response did not fully address our concerns or set forth an estimated date
for compiletion.™

in June 2014, we also reported that the Coast Guard faces a potentially
expensive recapitalization of other surface assets, such as the polar
icebreakers and its fleet of river buoy tenders, as these assets continue to
age beyond theif expected service lives and, in some cases, have been
removed from service without a replacement. These issues pose
additional potential challenges to the affordability of the Coast Guard’s
overall acquisition portfolio.

leebreakers—According to program officlals, due to funding constraints,
the Coast Guard chose not to'invest in either of its heavy icebreakers as
they approached the end of their service lives. Thus, both heavy
icebreakers were out of service from 2010 to 2013 and the Coast Guard
could not complete missions, such as resupplying a science laboratory in
Antarctica. The Coast Guard has recently returned one of these heavy
icebreakers back o service, but still has one fewer heavy icebreaker than
it has historically operated and several fewer than it needs, agcording to
the Coast Guard's June 2013 heavy icebreaker mission need statement.
The fiscal year 2016 President’s Budget asks for $4 million for continued
preparatory studies to develop a cost estimate, among other things. The
associated fiscal year 2016 Capital Investment Plan contains $168 million
for polar icebreakers over the next five years but does not identify what
this money is for, though it is far short of the estimated $831 million
needed fo build tha vessel. The Coast Guard is currently working with
several U.8. government agencies to develop requirements and establish
@ plan to build & heavy icebreaker that could be jointly funded by the U.S.
government agencies that need the asset to accomplish its missions.

River Buoy Tenders—The Coast Guard is facing a gap in its river buoy
tender fleet and has yet to formalize an acquisition project to replace this
fleet—a project estimated to cost over $1.5 billion.

TGAD- 14450,
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HH-60 and HH-65 Helicopter Fleets—The HH-60 and HH-85 helicopter
fleets will approach the end of their ifespans between 2022 and 2026 and
will need to eitheér be replaced or have a service life extension performed
to keep them operational. Regardiess of the future path, significant
acquisition dollars will be required to maintain annual flight hours for the
next 20 years, according to Coast Guard program officials.

Chairman Hunter, Ranking Member Garamendi, and Members of the
Subcommittee, this concludes my prepared statement. | would be
pleased to respond o any questions.

Lo
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if you or your staff have any questions about this statement, please
contact Michele Mackin at (202) 512-4841 or mackinm@gao.gov. In
addition, contact points.for our Offices of Congressional Relations and
Public Affairs may be found on the last page of this statement. Individuals
who made key contributions to this testimony include Katherine Trimble,
Assistant Director; Laurier R. Fish;. John Crawford; and Peter W.
Anderson.
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Chairman Hunter, Ranking Member Garamendi, and Members of the Committee —
thank you for the opportunity to appear before you today on such an important topic. The Navy

League is grateful for your leadership in bringing this issue to the nation’s attention.

It is an honor and a privilege to be here to today talk about the Coast Guard, our fifth

armed service,

The Navy League is one of the few advocates that act on behalf of the Coast Guard. The
Navy League was founded in 1902 with the encouragement of President Theodore Roosevelt,
and since then has provided a powerful, nonpartisan voice for stronger sea services to Congress
and to the American people. The Navy League has grown into the foremost citizens
organization to serve, support, and stand with all the sea services -- the U.S. Navy, Marine
Corps, Coast Guard and U.S.-flag Merchant Marine. The Navy League comprises 40,000
civilians in more than 240 councils around the world, working to support sea service members
and their families. The Navy League has three missions: to enhance the morale of active-duty
personnel and their families; to inform Congress and the American public on the importance of

strong sea services; and to support youth through programs that expose young people to the
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values of our sea services. We are appreciate the opportunity to fulfill our mission of advocacy

before this committee.

The U.S. Coast Guard is a truly unique service, with military and civil responsibilities,
and humanitarian missions that have accrued by Acts of Congress since the service’s founding in
1790. This extraordinarily broad mission portfolio continues to serve the United States well.
The Coast Guard provides a complementary and non-redundant portfolio of operations that
furthers the nation’s maritime presence worldwide. Since 9/11, the Coast Guard has seen its area
of responsibility grow to 11 statuary missions, but its budget growth has not kept pace with this

increase, failing to match mission demand or be adjusted for inflation.

The Coast Guard faces many familiar but daunting challenges in a world that continues to
threaten America on our own shores. 2014 was a year of many operational successes, including
responding to 7,508 search and rescue cases and saving more than 3,400 lives; and seizing 91
metric tons of cocaine and 49 metric tons of marijuana, and detaining 344 suspected drug
smugglers. The Coast Guard interdicted 3,587 undocumented migrants attempting to illegally
enter the United States and responded to approximately 8,905 reports of pollution incidents. In
addition, the service conducted 8,688 security boardings of small vessels in and around U.S.

ports, waterways, and coastal regions.

While these were significant accomplishments for the Coast Guard, the world around us
is changing, especially in our own hemisphere and in the Arctic. These changes will place even
more stress on the Coast Guard and increase the service’s operational tempo, stretching limited

and aging assets to the very limit.

The instability of nations within our own Western Hemisphere is increasing and
transnational crime from drug and human trafficking has spiked to intolerable levels, resulting in

soaring murder rates and social unrest.

International economics has had its own effect on the world economy as oil prices have

plunged, benefitting many nations but causing hardships in others. Within the United States, the
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“shale revolution” has been an absolute boon that has caused the U.S. to lead the world in oil and
gas production; however, this has seen the transportation of these energy commodities increase
ten-fold over the years. Increased traffic on the Mississippi may lead to accidents, back up, and

other issues in maritime transportation.

In the Arctic, the Coast Guard must adapt its operations as well. The abundant natural
resources there, combined with an unforgiving environment have made Alaska a focal point of
the Coast Guard’s fisheries management and search-and-rescue activities. Receding ice is, in

effect, creating a new ocean that needs American stewardship.

Cyber attacks are crimes that know no boundaries, and could cripple the world’s
economy. The Coast Guard will have a role to play in this new domain as we face unexpected
challenges. This necessitates a buildup of information technology assets and intelligence

capability.

These areas of change require the attention of our fifth armed service. The Coast Guard
will face increasing demands for its unique capabilities, but the service will not be properly
equipped to meet these challenges unless we make serious investments now. We need the Coast
Guard to dissuade criminal networks in the Western Hemisphere, to protect the flow of
commerce on the seas and inland waterways, meet cyber threats to the maritime domain, and

prepare for increased activity in the Arctic.

Admiral Papp, the previous commandant, has testified before this committee that the
Coast Guard needs an acquisition budget of $2.5 billion per year, so that the service can continue
to protect those on the sea, protect the nation from threats delivered by the sea, and protect the
sea itself. Unfortunately, the Administration continually requests an acquisition budget that
hovers at, or below, $1 billion per year, with Congress always providing badly-needed extra
funding. Given the fiscal climate, the Navy League recommends a budget of at least $1.5 billion
per year to help the Coast Guard achieve its recapitalization goals. This committee’s Coast
Guard Authorization Act of 2015 authorizes appropriations at a level the Navy League supports,

at just over $1.5 billion per year.
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The administration’s continual budget requests of $1 billion or less for Acquisition,
Construction and Improvements (AC&I) over recent years represents the bare minimum in
funding for the Coast Guard to accomplish its missions. The Navy League notes with
disappointment that this proposed funding level and its plan for zero personnel increases in fiscal
year 2016 is totally unsatisfactory and strongly proposes a steady acquisition budget of at least

$1.5 billion in FY2016 and annually thereafter.

The highest AC&I priority for the Coast Guard is to lay the groundwork for construction
of the Offshore Patrol Cutter (OPC), which will replace fourteen 210-foot and thirteen 270-foot
medium-endurance cutters built in the 1960s and 1980s, respectively. The importance of the
OPC cannot be overstated: it will function as the service’s operational workhorse to carry out the
Coast Guard’s primary missions over the next four decades. Given the magnitude of an
impending capability gap caused by the forced decommissionings of existing high-endurance
and medium-endurance cutters, the Navy League believes Congress should fund the construction

of two OPCs annually.

Facing more complex challenges and a growing demand signal, the Coast Guard will
need Fast Response Cutters (FRCs), acquired at six a year. Achieving a balance of
decommissioning old and ineffective assets and replacing them at just the right time with newer,
more-effective ones is one of the Coast Guard’s main goals. The Navy League supports this
goal. In FY16, the Coast Guard will decommission two Island-class patrol boats constructed in

the 1980s. They will be replaced by new and more capable FRCs.

The National Security Cutter (NSC) acquisition 1s an excellent success story; these
cutters work well in far, off-shore regions. This year will continue construction on the final three
NSCs. These are the most technologically advanced white-hull patrol cutters the Coast Guard
has used, and they have served them well. The NSC provides better sea-keeping, higher
sustained transit speeds, greater endurance and range, and an increased array of mission

versatility, among other benefits.
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On the aviation front, sustainment and conversion work on fixed- and rotary-wing legacy
aircraft, and missionization of the HC-27J aircraft received from the Air Force are a priority. The
Coast Guard will retire three HC-130Hs for use in the U.S. Forest Service and will begin using
the first of 14 C-271 aircraft received from the U.S. Air Force. This intra-service transfer of
aircraft is a true success story for the taxpayer; it saves money for the Air Force and the Coast
Guard. The Coast Guard saved about half a billion dollars in acquisition costs, a significant

piece of a small pie.

In the near future, the Coast Guard will need to make significant investments in its
Unmanned Aircraft Systems (UAS). The Coast Guard is still in the research phase of
determining what system requirements will best provide maritime domain awareness with
extended deployment. This will be a significant part of the total force package for major cutters

like the NSC and the OPC.

As fast-paced operations continue, the Coast Guard must be not only effective through
near-tlawless mission execution, it also must efficiently manage its existing assets and act as a
good steward of taxpayers® investments. Some new assets will be coming online in FY 16, but at
the same time the Coast Guard will have just decommissioned many aging assets and reduced
the number of personnel associated with them. The Navy League appreciates the necessity of
being good stewards of the taxpayers’ dollar, but remains 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 interests of homeland security. The

answer is new ships sooner; the old ones cannot be run effectively, and, in some cases, safely.

And the Coast Guard has been a good steward, receiving a clean audit, increasing
competition for major acquisitions, and its acquisition team has won multiple federal awards.
The Coast Guard still faces many of the same challenges that come with every major acquisition
program, including increased costs. However, these increased costs have not been met with
increased funds-—meaning program delays, which in turn mean increased costs for in-service
vessel sustainment. This diverts already-limited funds from acquisition, further exacerbating the

funding shortfall.
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Shore infrastructure repairs are estimated to cost $1.4 billion, but the Coast Guard has
only been given about $40 miilion a vear 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 ice breaker deserves special consideration. Ecotourism,
exploitation of natural resources, and exploration are all expected to increase in the Arctic. The
Coast Guard must have a sustained presence there: Russia is planning to, with a fleet of more
than twenty icebreakers. An independent Coast Guard analysis shows that the service would
need three heavy and three medium ice breakers to fully meet the needs of the United States.---
including the six different agencies with interests in the polar regions. Our current fleet of one
heavy and one medium polar icebreaker is not enough. Starting in FY2013, the service has
received about $9.6 million for preacquisition activities for the new icebreaker. The estimated
cost is $1 billion. We need to invest more - but we cannot allow this investment to disrupt
other planned recapitalization. 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 what the National Defense Authorization Act of FY20135 created for the National Sea-
Based Strategic Deterrent Fund. The alternative to not funding a polar ice breaker soon is the
U.S. abdication of Arctic influence and responsibility. The ability to provide select and

emergency services, such as fuel deliveries to Barrow and to Nome, Alaska will be impossible.

All of the major decision makers — the Coast Guard, the Department of Homeland
Security, the Office of Management and Budget, Congress — have agreed that the Coast Guard’s
recapitalization and modernization plan at current funding levels will be extremely challenging
to execute. We recognize that the entire federal government is working within very strict fiscal
constraints, but given the unique role the Coast Guard plays — saving American lives every day,
safeguarding our national security and contributing to our economic prosperity by ensuring the
free flow of commerce — we believe the service deserves special consideration. A minimum of
$1.5 billion in AC&I funding is the very lowest acquisition funding should go. The
administration’s consistent requests of around $1 billion or below are simply unacceptable. In his

“State of the United States Coast Guard™ address, Commandant Paul Zukunft stated that the



59

Coast Guard has “lost nearly 40 percent of our acquisition budget over the last four vears.” This
pattern can no longer continue. The Coast Guard needs the assets it requests in its Capital
Investment Plan at a rate that it can execute the acquisitions. The current budget request falls

short of that goal.

Legacy Coast Guard assets have exceeded their planned lifespan. By the time the first
OPC is begun, many legacy cutters will be over 55 years old --- well beyond their intended life
spans. Cutters are routinely being sent to costly, emergency, dry docks for unscheduled
maintenance. The legacy ships are. as the Congressional Research Service describes,
“manpower-intensive and increasingly expensive to maintain, and have features that in some
cases are not optimal for performing their assigned missions.” This is an unnecessary risk for the
men and women who already put their lives on the line for us every day. We do not want to
increase that risk unnecessarily due to artificially low budgets created by sequestration and the

Budget Control Act.

The new assets coming online are a significant and necessary improvement. The
estimated total cost of the NSC, OPC, FRC is $21.1 billion. The FY 16 budget requests about
$449.9 million for these three major programs. The full program of record, 91 new ships, will
replace 90 legacy cutters, and with their improved durability, reliability, and capabilities, will
make our already successful Coast Guard even more adept at fulfilling its many missions. The

entire recapitalization will be complete by 2034.

The Navy League of the United States supports:
eAn AC&I budget of $1.5 billion or greater in FY 2016 and growing larger in future years
eTechnical review and analysis of preliminary and contract design phase deliverables for the
OPC project with an eye to future funding for at least two OPCs annually
*Continued funding sufficient to procure at least six FRCs annually
sFunding to support spare parts necessary to maintain operational availability of the HC-
144A Maritime Patrol Aircraft

*Continued support including spare parts for the HC-130J Long-Range Surveillance Aircraft
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eFunding for C-27J spare parts in addition to funding for a C-27J simulator and for continued
activities of the HC-271 Asset Project Office

*Continued modernization and sustainment of the Coast Guard’s fleet of HH-65 helicopters,
converting them to MH-65 Short Range Recovery helicopters

eSignificant funding and investment for pre-acquisition activities for one new polar
icebreaker

*$101.4 million for various critical shore projects

The Navy League would like to thank this Committee for its leadership, and thank Congress for
being supportive of the Coast Guard in ensuring they have the resources they need. We must be

as good of shipmates to them as they have been to every American.
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