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Coast Guard Cutter Procurement: Background and Issues for Congress
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This report provides background information and
Coast 'sGparogr ams 8Nat i PaemakruirtiyngCut ters (NSCs), 25
Cutters (OPCs), and 58ThaestCoBRsspEtmpeodeut tFe&¥r2D 19FF

budget requests a total of $705 million in acqui
progr ams.

The issue fwhret@enrgrteos apips ove, r1 e'sfecnndi mg modi fy
requesattguastrtafoengi ebhe NSC, OPC, ansddecRGCipornosgr ams
on stehhepeeogr ams could substantially affect Coast

requisemaimd Shhebuil ding industri al base.
The NSC, OPpQ,ogarnadmsFRCGav e olmgere ssu wjneadt © vefr sa ght f

years, and were previously covere@RBntansteairkder
on the Ceasét Gaaqdi smosbnreedelgy b he2 Cbast
Guas dpl ans for modernizing its fleet of?polar ic

~ ~ ~ .
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The 91 plannaddNEFRBRELs @QPEsjntended to —+«le2pl ace 90
hiemhdurance cutter sendNHEaCsEC e 2Wt tneerdsf Y MMMECs ), an
patr ol c flafd QOoNPREs2) GHamidl t-0h5 ) WHiEe&sdsu rhaingche cut t er
ent er ededavrereinc € 9%6THh ea rCh alsd 7228 u aeerddiuurnrance cutters
i ncll®ddé& amousd O(1WMEHGi asss t hat entered sélMvice bet we
Rel i anceb (5WMEddi psss t hat entered séantboefabet ween 1
kind cutters that originally entered service wit

1 The earlier report was, Coast Guard Deepwater Acquisition Programs: Background, Oversight Issues, and Options for

Congress, bfronald O'Rourkefr om t he | ate 1990s wuntil 2 ON®CQs, OPCd)and Coa st Gu a
FRCs were parts @ larger, integrate@oast Guarécquisition efforaimed atacquiringseveral new types alutters

and aircraft that was called thatégrated Deepwater System (IDS) program, or Deepwater for short. In 2007, the Coast

Guard broke up the Deepwater efforo a series of individual cutter and aircraft acquisition programs, but continued

to use the term Deepwates a shorthand way of efing collectivelyto thesenow-separategrograms. In its FY2012

budget submission, the Coast Guard stopped using the term Deepwater antrepy of referring to these programs
Congress, in acting on the Coast Guard’'s pgheeq@mosed FY2012 b
DeepwaterReflecting this developmentRS Report RL33753 0ast Guard Deepwater AcquisitiGitograms:

Background, Oversight Issues, and Options for Congi®sRonald O'Rourkevas archived in early 201®llowing

final congressional action on the FY2012 budgat] remains available to congressional readers as a source of

historical referene information on Deepwatacquisition efforts

2 SeeCRS Testimony TE1002®uilding a 21st Century Infrastructure for America: Coast Guard Sea, Air, and Land
Capabilities: Part Il by Ronald O'Rourke

3 CRS Report RL3439oast Guard Polar Security Cutter (Polar Icebreaker) Program: Background and Issues for
Congressby Ronald O'Rourke

41n the designaticnWHEC, WMEC, and WPBW means Coast Guasthip, HEC gands for highendurance cutter,
MEC stands for mediurandurance cutter, and PB stands for patrol boat.

5 Hamilton-class cutters ar@78 feetong andhave a full load displacement afhout 3,400 tons.
6 Famousclass cutters are 270 feet longlehave a full load displacement of about 1,800 tons.
7 Relianceclass cutters are 210 feet long and have a full load displacement of about 1,100 tons.

Congressional Research Service R42567 - VERSIOB8 - UPDATED 1
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transferred ttbheé h€o&esiadBudbditd r Ids F1a8r0dl )( WRBiss patr c
boats entered service between 1986 and 1992

Many of0O tshheispes 9%-r et maspwoweannd increasingly expen
features that in some cases are not optimal for
have already been removed fr onr |Camdsy tpl Glbarad ss evrev i
removed from service in 2007 following an unsucoc
to 123 fe&kindheubher that originally entered se
decommi ssi on ¢ dHda mi 210dldtse ramthr e bei ng decommi ssi ol
enter service. A July 2012 Government Accountabi

generaphyspommndandodec!l i ning opethei Cuoalbdiecr&pacdt y
hi gghndur ance cendersncmedifiomer pat aod d¢daft
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NSCs, OPCs, and FRCs, I|ike the ships they are ir
for routinely perfdg miilngst7atodt arhye nCiosassito nGsu,aridnc |
f search and rescue (SAR);

T drug interdiction;

f migrant jnterdiction

T ports, waterways, and coast al security (PWCS
T protedtiivlhanrgphe resour ces;

T other/ gener al |l aw enforcement ; and

1T defense readltness operations

Small er Coast Ghaatispabnbolti bvaéttantdhe perfor mar

mi ssions c¢close to shore. NSCs, OPCs, and FRCs pe
deepwater environment, which generally refers toc

8 The two oneof-a-kind cutters ar¢he Acushne{WMEC-167), which originally entered service with the Navy in

1944 andthe Alex HaleyyWMEC-39), which originally entered service with the Navy in 1911ie Acushneserved in

the Navy fromuntil 1946, when it was transferred to the Coast Guard. Thensismbout 214 feet long and had a
displacement of about 1,700 tofitie Alex Haleyserved in the Navy until 1996. It was transferred to the Coast Guard
in 1997 ,converted into a cutter, andergered service with the Coast Guard in 1999. It is 282 fagtdad has a full

load displacement of about 2,900 tons.

9Islandclass boats are 110 feet long and have a full load displacement of about 135 to 170 tons.

10 Government Accountability Officcoast Guar d[ :] Legacy Vessel siforM@ec!| i ni ng Con
Realistic Operational Target&AO-12-741, July 2012, 71 pp.

11 The four statutory Coast Guard missions that are not to be routinely performed by NSCs, OPCs, and FRCs are

marine safety, aids to navigation, marine environmental protection, @ogécations. These missions are performed
primarily by other Coast Guard s hile[pSCs, OPCseandFB@sfihot Guar d st at
routinely conducfthe] Aids to Navigation, Marine Safety, or Marine Environmental Protectionionissthey may

periodically be called upon to support these missiaogs (ialidate the position of an Aid to Navigation, transport

personnel or serve as a Command and Control platform for a Marine Safety or Marine Environmental Response

mission, etc.) (Source: Coast Guard information paper provided to CRS on June 1, 2012.)

Congressional Research Service R42567 - VERSIOB8 - UPDATED 2
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Figure 1. National Security Cutter

Source: U.S. Coast Guard photo accessed May 2, 2018itpt//www.flickr.comphotostoast_guard/
5617034780dizeslin/set72157629650794895/

121n the designation WMSL, W means Coast Guard ship and MSL stands for maritime security cutter, large.

13 For a Coast Guard news release that mentions the naming rule for theeckass,ld. S . Coast Guar d, “Acqui
Update: Keel Authenticated for the Fifth National Security

14The NSC design is 418 feet long and has a full load displacement of about 4,500 tons. The displacement of the NSC
design is about equal to t h7adassdrigatedl avich ars45fket langandhdeaar d Per r
full load displacemenf about 4,200tond he Coast Guard’'s three polar icebreakers
are designed for a more specialized role of operations in polar wEter€oast Guard states that

The largest and most technologically advanced of the Coast Glas newest c¢cl asses of cutt el
NSCs replace the aging 37&ot high endurance cutters, which have been in service since the

1960s. Compared to | egacy cut tkeepisg,andthigher NSCs’' design pr
sustained transit speeds, greatefugance and range, and the ability to launch and recover small

boats from astern, as well as aviation support facilities and a flight deck for helicopters and

unmanned aerial vehicles.

( National Security Cuttér,accessed April9, 2018, athttps://www.dcms.uscg.m@ur-
OrganizationAssistartCommandanfor-AcquisitionsCG-9/ProgramséurfaceProgramslationat
SecurityCutterl)
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The Coa'sdc Guwigsriddg roaam of —t deoss rlyiPedBt)abl i shed i n 2
of planned procurement quantiti-wecalflog fvamr i prusc wre
B8NSCs as repl acemeXMasmiidastehnddiugdarnvcifeb ec uGotaesrts
GuasNdovember 2017 acqui si tfioan tpreo NeSECimipininwge thimm e (
tot al acqgua sndtmiepn NSCs tp rofgr g m oa ta a% 6 .alg368 o i lalbioart
million®per ship.

Al t hough the EORstalGusarfdor procuring a total of
Hamitass cutters, Congress through FY¥2018 has f
and'y)11n FKRYON86swaie(sbevsceth was commi ssioned
April The28%%enth is scheduled to be commissi onc¢
the eighth and ninth are schedulTehde fQora'site | Guvaerrdy
propepad FY2019 budget requests $65 million in acq
request does not incl'UNSeC.additional funding for

For additional i ahdr maeiconhhenNE G eMpasyd g24Cald8 f r o m
Mar ch GA@lebpsordppendi x C

/" w/ UOT UEO

ffshore PRitg@aFeée ¢6,t edenrdsd)—a s o Kk nHewn taasge ( WMSM
1891l assbechuecaeset theeyi npasdameditfter s that played a
he hoifsttonrey Coast Guatsd pared etcleess s@ea & glatndzeat i ons
mal |l er, | essocenepegrst e easdElam atbd remst hoafn fNSICls .| o
i splacement, OPCs ar e t¥%Cobaesta bGouuatr d8 00% fa sciladrsg ed
PC
hi

progr am’sast otph ea csgeuriORiCam ® nb @ir E@ sli ®iyInt by
pbuioludpi nogf Granama City, FL.

15 Government Accountability Officcjo me Secur ity Acquisitions][:] Leveraging Pr
DHS6s Progress to | mp May2@s, BAI&E3BISH, p.81. Management

161n the designation WMSM, W mea@®ast Guard ship and MSM stands for maritime security cutter, medium.

YFor the naming rule for the class and a | i sffshasef t he names
Patrol Cutter (OPC)sTh e C o a s tHighestlavesthmerdriority andWill Play A Critical RoleintheSe r vi c e’ s

Future ” wundat ed, ac c e ship/dwwidans.ussg miBlrfrganZzaidiissistaat€Commandant
for-AcquisitionsCG-9/NewsroomDPC_Day/ See al so Sam LaGrone, “Coast Guard Cel
11 Pl anned Of f s &N NewdAagtst 40 2017 QupdatedeAugrist 3, 2017).

18 The service states that OPCs

TheOPCs wi | | provide the majority of offshore presence f
bridging the capabilities of the 4%8ot national security cutters, which patrol the open ocean, and

the 154foot fast response cutters, which serve closer to shaeeOPCs will conduct missions

including law enforcement, drug and migrant interdiction, search and rescue, and other homeland

security and defense operations. Each OPC will be capable of deploying independently or as part of

task groups and serving as abite command and control platform for surge operations such as

hurricane response, mass migration incidents and other events. The cutters will also support Arctic

objectives by helping regulate and protect emerging commerce and energy exploration in Alaska

(“Of fshore Patrol C u t httesriywwdcans. usa).eniw-Orgafipation/| 20, 2018,
AssistamCommandanfor-AcquisitionsCG-9/ProgramsdurfaceProgramaDffshore Patrot
CutterOffshorePatrotCutterProgramProfilel.)

©YAs of May 26, 2017, the OPC’ s | i grhenht without foel, dadtes, pallastc e ment (i .

stores, and crew) was preliminarily estimated at about 2,640 to 2,800 tons, and its full load displacement was

preliminarily estimated at about 3,500 to 3,730 t¢8surce: Figures provided to CRS by Cost Guard liaison office,

May 26, 2017.) In terms of full load displacement, this would make OPCs roughly 80% as large as NSCs.

Congressional Research Service R42567 - VERSIOB8 - UPDATED 4
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Figure 2. Offshore Patrol Cutter
Artistds rendering

Source: 0 Of f shor e Rational DdsignChdracteristics and Performana2 accessed
2016, athttps://www.uscg.macquisitiondpc/ipdflOPC%20Placemat%2036x24.pdf

Figure 3. Offshore Patrol Cutter
Artist® endering

September

~

== S

b ey

Source: 0 Of f shore Patrol Cutter Notional Design Characterist.]

2016, athttps://www.uscg.macquisitiondpcihpdfOPC%20Placemat%203@xadf

The Coast POGRarca&al |l s for procuring 28§ D®
me di-eunmd ur an cAes couft tJeurnse. 2017, the Coast

Cs as

Guard

of 25heshi pist®at | BaB, or ad9rmivieircang épreoré shhbiops.t

was funded in FY2018 and is t9 propedédeFe201n

repl

esti

®PC

20 Government Accountability Officécjo me Secur ity Acqui siti alis€duldfurtherever agi ng

DHSd6s Progress to | mp May2&s, BAL&E3BISP, p.83. Management
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s $400 million in acquisition func
( whiivcehr yi si n$ c@hbe@d2upl reedmdfnotr odfe ll ong |
M) for the third OPC (which is sch

budget request
the second OPC
materials (LLT

Figure 4. Offshore Patrol Cutter
Artist s rendering

Source: Image received fronCoast Guard liaisoroffice, May 252017.

Th@oast 'sGURerquest RFOF oPOPPesglam, released on Se,|

20 1e2s,t abbdnhi sahi€ ordabil ity requirement f$®810the prog
million mper |eesdoliga.teh.een dol | ars thatfamre not ad
ships 4 throudAih®sifhigheepregisameonts otnhefshihpbui
cost of the ship; it doefsummitshed | agweri grmhentco(sGF E

sh#er, other pBOghamscbobbdse for program managemen
| ogi—sgthiads contri wutedt d3iqgthied ¢abmd¥Peper ship.

At |l east eight shipyGP@rso @ CQpmm.desded airyt drlest20ild,t
Coast Guard announced that it had awarded Prelir

21 Source: Section C.5 of the RFP, accessed October 31, 20t devww.uscgmil/ ACQUISITION/newsroom/
updatesipc092512.asp

22 GFE is equipment that the government procures and then delivers to the shipyard for installation on the ship.

23 Source: Coast Guard emails to CRS dated June 25, 2013.

24 The firms were the following: Bbinger Shipyards of Lockport, LA; Eastern Shipbuilding Group of Panama City,

FL; General Dynamics Bath Iron Works (GD/BIW) of Bath, ME; Huntington Ingalls Industries (HIl) of Pascagoula,
MS; Marinette Marine Corporation of Marinette, WS; General Dynaiat®onal Steel and Shipbuilding Company
(GD/NASSCO) of San Diego, CA; Vigor Shipyards of Seattle, WA; and VT Halter Marine of Pascagoula, MS.
(Source: U. S. Coast Guard Offshore Patrol Cutter (OPC) List of Interested Contractors Updated July 2012, accessed

Congressional Research Service R42567 - VERSIOB8 - UPDATED 6
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’

tohree of thB8ekléengkt Bhimygards of Lockport, LA
of PanamanG@GengraFLBwahamicen Wor kg h(GAMEBI W) of B
September 15, 2016, the Coast dGuand aesogmceaddt |
constructtont (D& C) o E arshte®mncrddveatrpsb ud dtdainlg.desi gn
producti 8P @S arpd tlbpas a poitlelnitomli fvadlule opt i$@n 88
exer &€i sed.

Section 223 of the Howard Coble Coas®f. Guard and
24,4 L .-28d1f3 Dec embesrt alt8e,s 2tOhled4 )f ol | owi ng:

SEC. 223. MULTIYEAR PROCUREMENT AUTHORITY FOR OFFSHORE PATROL
CUTTERS.

In fiscal year 2015 and each fiscal year thereafter, the Secretary of the department in which
the Coast Guard is operating may enter into, in accordance with section 2306b of title 10,
United States Code, multiyear contracts for the procurement of Offshore Patrol Cutters and
associated equipment.

For additional i nformaof onhenOP G eMpasyd g2t Cals8 fBannddm e X €
March 2016s GA® preead rxt C

online October 23, 2012, http://www.uscg.milACQUISITION/opchdficompaniesinterested.pdindKevin

Brancato and Anne Laurei@,o ast Guar doés $12 ioBBgdurs EighnShigyardstoddivelfCo mpet i t

Bl oomberg Government Study, November 8, 2012expreéBsepp. The Co
interest in the Offshore Patrol Cutter acquisition and have agreed to their names provided on theatastliSiie ”

See also Stew Magnuson, “New Coast Guard QNatioraler Spar ks Fi e
Defensgwww.nationaldefensemagazine. prgpril 2013, accessed March 26, 2013, at
http://www.nationaldefensemagazine.augicles20134/1/2013apritnew-coastguardcuttersparksfierce-

competitioramongshipbuilders)

25 Acquisition Update: U.S. Coast Guard Awards Three Contracts for Offshore Patrol Cutter Preliminary and Contract

Design ” February 11, 2014, htapdevevauscegriligegdbewsioamipdatdsd, 2014, at
opc021114.aspHl I and VT Halter Marine reportedly filed protests o
24 and 25, respectively. The Coast Guard issued stop work oraersBo | | i nger , Eastern, and GD/ Bl
rulings on the protest. Cal vi n Bi esecker, “Coast Guard | ssues Stop Work
Defense DailyFebruary 28,2014-2. See al so Christopher P. Cavas, “lngall s |
Co n t rDafenseNéws.cqorirebruary 26, 2014Qn June 5, 2014, it was reported that GAO had rejected the protests,

and that the Coast Guard had directediBger, Eastern, and GD/BIW to resume theirwdqrkCa |l vi n Bi esecker , “C
Guard Directs Design Work Cont i Defease DailyJ&520Mf 1t e r GAO Deni es
Christopher P. Cavas, “US [Defenselewdtip:Awwd.deensenevescomhimesddr d Uphel d,

2014. For the text of the decision, see Government Accountability Office, Decision in the Matter of Huntington Ingalls
Industries, Inc.; VT Halter Marine, Inc., June 2, 2014.)

26 Acquisition Update: Coast Guard Selects Offshore Patrol Cutter DeSignSe pt ember 15, 2016, acces s
16, 2016, ahttps://www.uscg.mibicquisitionhewsroomépdatefOPC091516.asp\n October 7, 2016, press report

states that “after no protests were filed by-entuaacel osi ng bi
cutters, the service this week directed Eastern Shipbuilding Group to proceedtailtdes#gn and construction of the

Offshore Patrol Cutter (OPC) The period for the losing bidders to file a protest ended at close of business on Monday

[ Oct ob(eCal3v]i.n" REoast Swad Pieects Eastern Shipbuilding To Move Forward WitbhOfe Patrol

Cutter Defense Dailly Oct ober 7, 2Agduisition Ypdate:3LoastSaaed MavesForwdrd To Next

Phase Of OPC Acquisition” October 5, 2016, htaps:/dwens.ssegdnidegaisitionh 2 0, 2016, at
newsroomipdatesDPC100516.asp

On September 7, 2017, the Coast Guard exercised agn@aloption to its contract with Eastern Shipbuilding to
procure long lead time materials (LLTM) for thesfit OPC; t he total valueCoast t he o
Guard Exercises Long Lead Time Materials Option For First Offshore Patrol CltterSe pt e mber 7, 2017, acec
October 25, 2017, &ttp://www.dcms.uscg.miBur-OrganizationAssistartCommandanfor-AcquisitionsCG-9/

NewsroomDPC090717)
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%1" w/ UOT UEO

Fast Resp@nisgeb+@dtstoercsal | edl1 S@h)Y aesl ppWRGlLskeoat s
theaye beinggninamddekdf dre aadred shertaes udft dizhbeen dCa a st G

predecessor services of the U.S. ,Radebu8. Cutter
Lighthou%der Seconsiederably smalOPEs, abhdt | ase kapeaea
the CoastolGdear dfRRCo | arbhdaald iilntgebby Shi pyards of Lo

Figure 5.Fast Response Cutter
With an olderIslandclass patrol boat behind

e A N e S SHre =

Source: U.S. Coast Guard photo accessed May 4, 2018itpt//www.flickr.comphotostoast_guard/
6871815460izedlin/set72157629286167596/

The Coast PORarcal |l s for paoememnng HBS8IIFRIEBEN dhar vied
class p&ThedsadtoaGsard as of tbumd 2aCl i SBttii mat e ¢

27In the designation \WC, W means Coast Guard ship @@ sands forpatrol craft

2%Source for class nami ng ALQDAST:349M7- Sov 207 bleaws-ast RespensecCutters | | et i n,
Named for Coast Guard heroes,’ November 22, 2017, accessed
https://content.govdelivery.coagcountd) SDHSCGbulletins1c6c844

29FRCs are 154 feet long and have a full Id&placement of 353 tons.

30The Coast Guard states that

The planned fleet of FRCs will conduct primarily the same sii ons as the 110’ patrol boa:
replaced. In addition, the FRC will have several increased capabilities enhancing overall mission

execution. The FRC is designed for rapid response, with approximately a 28 knot speed capability,

and will typically opeate in the coastal zones. Examples of missions that FRCs will complete

include SAR, Migrant Interdiction, Drug Interdiction and Ports Waterways and Coastal Security.
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cut aesB®Ri Il I i on, or a®m8nal krauptétperf o b HFRWOEBA & 0

been funded (Tthreo2@®h hFWaAGL1&.ommi ssi oned into ser v,
The Coast pGowupmwmded FY2019 budget requests $240 mi
procurement of four more FRCs.

For additional usfandaekeaubhohheMasyt 260 IRBRG npdr o g r
March 2016s GA® preena rxt C

%UOED Odswiydshl NUhWWET T Ow2 UEOPUUDPOOU
Tablsehows raemmqnweadt ed amdgqpisegtammedundi ng for the

FRC programsuaned EFN&FoUedAsd get s Axmiuadi ampp.r opri at e
figures differ from these requested and project e

(UUUT Owi OUw" 66T Ul UU

61 1 Ul I UwU OC4lU QuEuCEwdbdl | Y huN

One i ssue fwhretCoenrgrteos sf uilsly or parfr™NB&l1g fund th
FY201Based mpmoviuchaeld nljy Congr ess 'fNoSIC tihne procur er
FY2018, fully fundi'gn tFhYe2 Oplr9 cruirgehnie nrte qoufi rae 1a2b o u
Supporters OfNSEroaurFiyYR2®1® Tadul d argue that a t ol
onfeeone repl acement scfasstbetta@r slasni R@ABNnt beoCdast
includes only about 61% as many new cutters as t
reqU|red to fullyspanfocmpahedCmasea'PBanrndd comir
NSC, OPC,Pracmndu rFeRie n'beQuavnt Apipwa i xashd t hat fundi
theé NBL in FY2019 would allow the Coast Guard an.
production profile for the shi'g,latht®STC@naitder opt
ietvals of | ess than 12 mont hs.

Skeptics or oppoh%Csi nfFY2ZDkUrdowl ch ®r2gue t hat

POR includes only 8 '8iSCkeet hmi XPtl malshe@lsa s®P Gs aed

and FR&€curementbeQoant Apipea i ka&ke not shown a pot
need for more than 9 NSCs, and that inha situat:i
NSC in FY2018 might requir e rperdougcrianngs .f uTnhdeiyn gmi fgohr
al so argue that defNSCitng PYDC20 emm@ewlt dofermamil2 an
peyrear producti dh!PrafiNs®2.for the 10

FRCs will provide enhanced capabi Icapabiizandover the 110" s
interoperability; stern launch and recovery (up through sea state 4) of a 40 kneth@&hderizon,

7m cutter boat; a remote operated, gyro stabilized MK38 Mod 2, 25mm main gun; improved sea

keeping; and enhanced crew habitability.

(Departrrent of Homeland Security, United States Coast Guard, Fiscal Year 2013 Congressional
Justification p. CGAC&I-28 (pdf page 182 of 400).)

31 Government Accountability Officédo me Secur ity Acquisitions][:] Leveraging Pr
DHS 6 s res® todngprove Portfolio ManagemeMay 2018, GAG18-339SP, p. 81.
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Table 1.NSC, OPC, and FRC Funding in FY2013-FY2019 Budget Submissions

Figures imillions of theryear dollars

Budget FY13 FY14 FY15 FY16 FY17 FY18 FYli FY20 FY21 Fy22 Fy23
9

NSC program

FY13 683 0 0 0 0

FY14 616 710 38 0 45

FY15 638 75 130 30 47

FY16 91.4 132 95 30 15

FY17 127 95 65 65 21

FY18 54 65 65 21 6.6

FY19 65 n/a n/a n/a n/a

OPC program

FY13 30 50 40 200 530

FY14 25 65 200 530 430

FY15 20 90 100 530 430

FY16 18.5 100 530 430 430

FY17 100 530 430 530 770

FY18 500 400 457 716 700

FY19 400 n/a n/a n/a n/a

FRC program

FY13 139 360 360 360 360

FY14 75 110 110 110 110

FY15 110 340 220 220 315

FY16 340 325 240 240 325

FY17 240 240 325 325 18

FY18 240 335 335 26 18

FY19 240 n/a n/a n/a n/a

Total

FY13 852 410 400 560 890

FY14 716 885 348 640 585

FY15 768 505 450 780 792

FY16 4499 557 865 700 370

FY17 467 865 820 920 809

FY18 794 800 857 763 724.6

FY19 705 n/a n/a n/a n/a

Source: Table prepred by CRS based dRY2013FY20P budget submissions.
Note: n/a means not available.

. N

-UOET UwOil wwl" UwidOwnUOEwbOw%s | Y h

Another issuwhtbhe€Cohgréssd the acqgassition of f
requested, or some other number, such as six, wt
acquired in sonrs phidamlfeétsCads'ycGWOdAUM get
requests $240 million fBase¢ethegyprpria@pmepti afi bact
FRCs, procuring a total of six FRCs in FY2019 wc
than the requested amount

Supporters of fundingnt F&c2@udlqds i aarmgouuedb mt hbantc s iexda s E R (
production economies ofacgualse tama ,dod ¢h eold @ athlee tsh
Coast Guard to cl ose mor eytqhuda tc kil sy lai rgiatps n g0 tphad r G
ability to interdict il | eSguaplp odrtuegrss aonfd fcuanrdriyn go ut
acquisition of9dowlrd FRrCpua r™EiRat22adl on of finite C
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funding two adaniadaodintail o FRICsmiaght ofe dWi0O0e mi é du oinn
for other Coast Guard progr ams

OOUEOwWOUw, UO6UPAl EVUwW" OOVUEEUDOT wi OUwW. /
Anot her i ssus fwtmatcheun grresd@Pgsannual contracting
contractinmng imultthey efaocor npr oc bug me o nThieBO)arsgr bl oc

Guard currently plans to use anic@BCAlatchtaught h opt
contract with options may | ocalpelriak & sa nfoe reimd 8 fk emt
of annual contracts. Contracts with options do
are possiblélwewckhbMyRsandgr ®¥Pi og bl ock buy contr
accepting c®rtain tradeoffs

Asnent iecanrebd cetri,on 223 of the Howard Cobl e Coast G
TransportatiSon ZAcatd-BBdf 2 De4 e mb egrr aln8t,s 2a0ultdh)or i t y t

MYP in the MPRB ypricanamgt be used on the first se\
shipbuilding program becauS€2866b) awetthatesegust
desi gmacfqgowimsriagr am to qualify for MYP. I n a shipt
is typically demonstrated by compl,etbhygwhiheh con s
time the first several ships in tocretrcdcatss typi ce
Bl ock buy contracting, by comparison, can be use
beginning witlhnd e, iatr Ipirsi slkci pal reason why bl ocl
in effect invented in FYRPOBurbargthbheshatpacti ng

Virgdlnasas attad& wubmakM¥ViBbest ysin bl omkstbuy cont
be grantedSibnrpSce€an prite 2L2B8BdaB3fant s aut hornby to use
bl ock buy Coomgtrreasct wog, d need to grant authority
buy contracting in the OPC program.

CR8&st i maittfense tCoast Gabalrodc kwebruey tcooenvbnamt ecngr et h

g
u

guantity (EQQ)eg.pontchaaée®h p©ompdommepwsishengi r st
sever aanddPB®I¥RPPr block buy contracacqgtiwehfh EOQ p
remaining shi,pbei sar htelge rtogtraalm acqui si ti on cost

(compared to costs uamdéd amotumact ® CRSBulghséspt $dn )
estimacgauitrhatg ahe first nine ships in the OPC |
options croouugdhlfyor$3g500 mi I I i on of the $1 billion
One potenti al option for the subcommittee would
Coast Guard either convert the current OPC contr
with EOQ aufhoonvgrsobon is not possible, replace

32 These tradeoffs include the following:
- reduced congressional control over yeayear spending, and tying the hands of future Congresses;

- reduced flexibility for making changes @oast Guard acquisition programs in response to unforeseen changes in
strategic or budgetary circumstances (which can cause any needed funding reductions to fall more heavily on
acquisition programs not covered by multiyear contjacts

- apotential needa shift funding from later fiscal years to earlier fiscal years to fund economic order quantity
(EOQ) purchases (i.e., #pnt batch purchases) of components;

- the risk of having to make penalty payments to shipbuilders if multiyear contracts neddrmibated due to
unavailability of funds needed for the continuation of the contracts; and

- the risk that materials and components purchased for ships to be procured in future years might go to waste if
those ships are not eventually procured.
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juncture with a block PBPRgpkaotngcthei thr EOQt acoh
bllkocbuy contr actompieghtngr e¢cwei rpedorgeeagm, rwhied i owad u o
Coast 'sGwparrd and could create business risk for

that holds the currené costrhctth®©®opheti acGhaehehe
program woul d aragtuiavhel yt ob ea spnoatleln triea l additional

million, and Eastern arguably would have a | earrt
virtue of its experience in building the first (
/" w/ UOEUUI Ol OUwlEUI

The current pfocut é@me®@PCpr aowhikéd reaches a maxi mlt
ships per year, would deliver OPCsdmasrmey vyeaer s af
|l ives of -etndaarmendcieumutters that they are to repl
testiafti edhetlservice plans t o eemndwnrdarntde cwetrtvarcse U
they are replaced by OPCs. There will be mainter
extending the seernvdiucrean ciev ecsutotfe rmseddbiasminott alhe®o Co
make investments to increase the capabilities of
certain reg®rds than OPCs.

One possible option for addressing this situatic
procurement hratcairremt!| y planned two ships per vy
Doing this coWUORIC rbeesiung denl itvheer 266 about four yea
respectively, than wunder the currentelnyenptl anned n
rate to three or four ships péerheyeCaoraswoududarrdegui
Procurement, Constr uC&)liacmr,0®@ann di slsnper Adpi psecaudstsze d( A n
B.

Il ncreasing the maxi mum procurement rate for the
approach taken, reduce OPC wunit acquisition cost
scal e Doubflowmrg 4 tiepg ager twvear, for example, cou
by as much as 10%, which could result in hundrec
acquisition costs for the progr am. |l eateasing tt
new opportunities for using competition in the (
increasing the OPC procurement rate to three or
necessarily |imited to the following:

f increasing tehet oprtohdruecet ioorn froautr shi ps per year
Shi pbuialndiomgi on that would dsepend on Eastern
production capacity;

f introducing a secomsl dbspgarfdot ot hei OBCEast e

T introducing a second srhitpwar@P( spurcchgrassmone o0
finalists) to buildantepobwondebagnwbdokrdt hes Ol
OPC c¢cl asses; or

33 As partof the replacement scenario, the Coast Guard could end the implementation of the current contract with
options by not exercising an option.

34 For further discussion, see Government Accountability Offimgst Guard Acquisitions[:] Actions Needed to
Addres Longstanding Portfolio Management Challeng@8O 18454, July 2018, pp. 326.

35 Prior to FY2019, the PC&I account was called the Acquisition, Construction, and Improvements (AC&I) account.
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f building additional NSCs—am o phtei opn atchea to f misgohnt
inclsdepdeag equi pment on tehdouscee NtShCesi rwher e po
acquisition cost and make their capabilities
approach would be broadly similar to how the
descoped version oelf7)t hcel aSsasn aAmpthoinbiioo u(sL PsChi p a
f orLRD7s FIl i(dHPB0c)llass amphd bi ous ships.

(OxEEUOwWOi w  UUUPEEOI! w, PET ET OwOOWS$SEUUIT U
Anot her potenti al itstsau ei mpac tComfgrkwsrsr icoarce r Misc h a
Shipbuilding of Panamato ChaiylL d FLhe AhieOshopigne dQP €
2018, press report states:

U.S. Coast Guard officials and Eastern Shipbuilding Group are still assessing the damage
caused by deadly category 4 Hurricane Michael to the Panama CitypaBkd yard
contracted tduild the new class of Offshore Patrol Cutters

On September 28, the Coast Guard awarded Eastern Shipbuilding a contract to build the

future USCGCArgus(WMSM-915), the first offshore patrol cutter (OPC). The yard was

also set to build a second OPC, theufa USCGCChase (WMSM-916). Eastern
Shipbuilding’s contract i s for ni ne OPCs, wi t h
Ultimately, the Coast Guard plans to buy 25 OPCs.

However, just as the yard was preparing to béitdgus Hurricane Michael struck the

Florida Panhandle near Panama City on October 10. Workers from the shipyard and Coast

Guard project managers evacuated and are just now returning to assess damage to the yard
facilities, Brian Ol exy, communi catsons manager
Directorate, told USNI News.

“Right now we haven’'t made any decisions yet on s

Since the yard was just the beginning stages of builliggs Ol exy sai d the hull wa

damaged. “No steel had been cut, he said.

Eastern 8ipbuilding is still in the process of assessing damage to the yard and trying to
reach its workforce. Many employees evacuated the area and have not returned, or are in
the area but lost their homes, Eastern Shipbuilding spokesman Justin Smith told USNI
News.

At first, about 200 workers returned to wor k, but
Smith said. The company is providing meals, water, and ice for its workforce.

“Although we were significantly i mpracted by this
making great strides each day thanks to the stren
D'l sernia, president of Ea¥%tern Shipbuilding, sai

A Novemb2olsg, stateemeBhi pboml EaeYg states that th

resumed operains at both of its two main shipbuilding facilities just two weeks after
Hurricane Michael devastated Panama City Florida and the surrounding communities

36 For additional discussion, s&RS Report R43543avy LPD17 Flight Il (LX[R]) Amphibious Ship Program:
Background and Issues for Congrelsg Ronald O'Rourke

3’Be n We Coast Guard, Shipbuilder Assessing Hurricane Damage to Yard Building Offshimeadter ”

USNINews October 22, 2018. See also Paul McLeary, “Hurricane
Leavi ng DeBreakingDefenseo 'Oc"t ober 18, 2018; Marex, “Despite Hurric
Keeps WavarkimenEgecutive Oct ober 16, 2018; Samuel Hill , “Eastern S
Mi ¢ h AMerkbodf October 16, 2018.
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..t he majorifiEwnsor BSGhSs$ pwakiotcalhasreturnéd towork’ s |
veryquickyde spi te the damage caused by the storm. “Our
and resilient group of individuals with the drive to succeed in the face of adversity. This

has certainly been proven by their ability to bounce back over the two weeks following the

storm. Our employees have returned to work much faster than anticipated and brought with

them an unbreakable spirit, that | believe sets t
[Eastern ShipbuildingPr esi dent Joey D’ I ser naxaeed80%l oday, our s
ofourpreHur ri cane Michael |l evels and is rising daily.

Immediately following the storm, ESG set out on an aggressive initiative to locate all of its
employees and help get them back on the job as soon as practical after they took necessary
time to secure the safety and security of their family and home. Together with its network
of friends, partners, and customers in the maritime community, ESG organized daily
distribution of meals and goods to employees in need. Additionally, ESG cre#téetast

free deferred payback loan program for those employees in need and has organized Go
Fund Me account to help those employees hardest hit by the storm. ESG also knew
temporary housing was going to be a necessity in the short term and immedidtedy bui
small community located on greenfield space near its facilities for those employees with
temporary housing needs.

ESG has worked closely with its federal, state and commercial partners over the past two

weeks to provide updates on the shipyard as wasllon projects currently under
construction. Power was rest2br& dand &£SGESG'NeIl son
Allanton Facility on 1624-18 and production of vessels under contract is ramping back

up. Additionally, all of the ESG personnel currenttpw ki ng on the US Coast Gua
Offshore Patrol Cutter contract have returned to work

“We are grateful to our partners and the mariti me
support and confidence during the aftermath of this historic storm. Seeimgcoadible
empl oyees get back to building ships | ast week wa

there is no doubt that the effects of Hurricane Michaellimifler with our community for
years to come, | can say without reservation that we are opbuodiness and excited about
delivering quality veéssels to our | oyal customer s

/| OEOOREQW. / " OwBWOxEHWALI"QW OUwWwOUEOUDUDI U
Anotihsessue f or Canrhger eCsosasct@iCaegammlsd NS C, OPC, and FR
procur emenfheqWPORilidneesdof 091 NSCsi,s OPICaxsut aemgu &FIRC
number to thel Egasty Geamddr ahc@0 clingderancmedi um
cutt er sf,oatn dp altirOo | craft. NSCs, OPCs, mand FRCs,
capatlaem t$htei md dterey are to replace. Even so, Coc
the planned total of 9ar NGi@bg ©MPEtshcautd nveordsiRAC sb ev o L
needed to fullilp paw@boymmi bei saeasvi oeeo@d agyt year s,
Guard mission demands are expected to ber greater
further discussi onCRS® atsehsitainfiisesdapor 200@Bseawhi nbhe
Appendi x A

8Eastern Shipbuilding news EastereShiphuilding\Gooupe IntbResumes, 2018, ent i
Operations ”

¥seeStaement of Ronald O' Rourke, Specialist in National Def el
Senate Commerce, Science, and Transportation Committee, Subcommittee on Fisheries and the Coast Guard, Hearing
on The Coast Guar d’ smeRaioniPire dunelk 20p5vmbtle r I mpl
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-2" w/ UO( OE®DRODOI
Anot her potential oversight i 8&stueesatfiorg Coofn gtrhees sN &
JanuarGAQ Orlesp otrite sftaltleadwi n g

TheU.S.Navwt he Coast Guard’'s independent test agent, (
National Security Cutter (NSC) in April 2014 and rated the NSC as operationally effective

and suitable. Still, testing revealed 10 major deficiencidsitial testing is an eva

designed to verify performance of critical systems to ensure assets are capable of meeting

mission requirements. The event tests critical operational issues and key performance

parameters. The NSC fully met 12 of 19 key performance parameters. Tesis kéy

performance parameter, as well as other critical systems, were deferred todiollow

testing. The Coast Guard and the U.S. Navy disagr
boat operations. Without clear requirements the Navy and Coast Guambtviave a

basis for determining actions to resolve any performance issues. Coast Guard officials

acknowledged that clarifying these requirements would be beneficial.

The Coast Guard plans to begin follmm testing in fall 2016. It must submit corrective
action plans to the U.S. Navy to close any deficiencies. According to Coast Guard
documentation, it may choose not to correct all deficiencies due to the cost of changes.
Department of Homeland Security (DHS) acquisition guidance does not specify thge timin

of follow-on testing or the actions to be taken in response to the findings. Without a definite
time frame DHS risks encountering the same problems as the NSC program experienced
with future acquisitions and fielding assets without knowing the full dhtes

During operations, the NSC has experienced performance issues that were not identified

during initial testing, and the Coast Guard has planned design changes to some of the

cutt er s’..owaver,phm€oadt Guard has not yet found theesafias problems

affecting the NSC’'s propul sion systems. As a resu
the NSC has been operating in a degraded condition in some mission areas. DHS has no

plans for additional acquisition review boards for the NSC, vhiculd provide oversight

going forward. Continued managemdexel oversight by DHS would help ensure that

problems identified during testing and operations are addréssed.

+1 1 PUOEUDPDPIOw! Fubuy bUa w
2U00EUVawlhi w xxUOxUPEUDPOOUWOHUDOO WO O wwns
%UOERDOIUI UU

Tabdseummari zes appropriati’'aonseqeestonf eam EYNW20 LD as
funding for the NSW&s. OPC, and FRC progra

Table 2. Summary of Appropriations Action on FY2019 Acquisition Funding Request
Figures in millions of dollars, rounded to nearest tenth

Request Request HAC SAC Final
NSC program 65 140 72.6
OPC program 400 400 400
FRCprogram 240 340 240
TOTAL 705 880 712.6

40 Government Accountability Officéyational Security Cutter[:]Enhanced Oversight Needed to Ensure Problems
Discovered during Testing and Operations Are AddresSéd-16-148, January 2016, summary page.
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Source: Tabl e prepared by CRS based on Coast Guardds FY2019 |
and SAC chairmands mark and explanat oHAC isiloasee ment on FY2
Appropriations Committee SAC is Senate Appropriations Committee.

%81 YhNw#' 2w x x UO-3UEDEUPEENGKuy N U wop

' OUUI

The House Appropriations Committee marked up t he
to here as H.R. XKX&)text Jaf yt [2é,do izl 8'aso nmai rt kt eede
report refl ewdri eaagnaiitthen brbder Mwm Thséti g3u, r e2s0 1s8h.own i n t
HAC col Tuablaen il t he di scussitohne bbeillolw taerxet baansde dd roanf
rep(orrgef erred tto -KEMpoiarsg Hi.RRtegpp July 2,5, 2018, mar
combi nad swimmary of the amendments adeoppoesdt eadd t h

on the sommdidtet e®nj unct-mankwptbithetpxé and dr af
reptort

H. ReppiXX X1t ecommends the funding ITabZzled nshown i n
addition, the committee states eehaadapt ad eb yl uv oyi
vote an ameandmewst ctehdtai n existing, unobligated
|l ead time materials for” the 12th National Securi

H. RepXXX1E8% ates:

National Security Cutter (NSCyhe Consolidated Approgiions Act, 2018 (Public Law

115-141) provided $1,241,000,000 for the NSC program, which included funds for

construction of the tenth and eleventh NSC, a contrast from the historic approach of

funding construction for one NSC per fiscal year. The Comniteee f i s c a l year 20109
recommendation includes $140,000,000 for the NSC program, $75,000,000 more than

requested. Included in this amount is an additional $75,000,000 above the request to

continue support of Post Delivery Activities (PDA) for the seventhuihaninth hulls and

other prograrrwide activities.

Offshore Patrol Cutter (OPC)he recommendation includes $400,000,000 for the OPC
program, as requested, to fund construction of the second OPC, long lead time materials
for the third, and program managent costs.

Fast Response Cutter (FRQ)he recommendation provides $340,000,000 for six FRCs,
four for the current program of record, as requested, and two to continue replacement of
the 1106foot Island Class Cutters supporting U.S. Central Command irh®&est Asia.

The Committee strongly encourages the Coast Guard to transition tfieot p@trol boats
supporting U.S. Central Command in Southwest Asia to FRCs in the most expedient
manner possible, and to update the Committee of any changes to its FIRRgZhep
strategy. The Committee understands the current patrol boats are well past their service life
and wants to ensure the Coast Guard men and women serving in this challenging area of
operations have the right equipment necessary to meet these evoteisg. (Page 39)

H. RepXXX1h%so states:

Similar to the other Armed Services, the Coast Guard must maintain military readiness in
order to meet its mission requirements. Within 180 days of enactment of this Act, the Coast
Guard is directed teeport to the Committee on any lost operational time due to unplanned

“HouserApr opr i at i o nAppropratomsiComimittee, Apptoves Fiscal Year 2019 Homeland Security
Funding Bil, ” July 25, 2019, accessed August 3, 2018, at
https://appopriations.house.gov/news/documentsingle.aspx?DocumentlD=395388
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maintenance or supply shortfalls for cutters, aircraft, and boats, as well as the current
operations and support (O&S) maintenance backlog for cutters, aircraft, shore facilities,
and irfformation technology systems, including the operational impact of this backlog.

he Committee recommends $7,620,209,000 for [the Coast Guard] O&S [operation and
support account], $27,071,000 above the request to fund additiontirfelequivalents,
increase child care subsidy benefits, fund an independent analysis of the current and
projected air and sea fleet requirements, and address rising costs for fuel and rent. Also
included in this amount is $1,000,000 to equip the Fast Response Cutter fleetiwith ha

and acoustic laser light tactical syste(fxage 36)

H. RepXXX1h%so states:

The Commandant of the Coast Guard is directed to provide to the Committee not later than

one year after the date of enactment of this Act, a report that examinesiheraund type

of Coast Guard assets required to meet the Servi
accordance with the Service's statutory missions
limited to, an assessment of the required number and types of auntdeascraft for current

and planned asset acquisitions. The report shall specifically address regional mission

requirements in the Western Hemisphere, including the Polar regions, support provided to

Combatant Commanders, and trends in illicit activityl dllegal migration. In order to

provide an impartial assessment, the recommendation includes an increase of $3,300,000

for the report to be prepared by a Federally Funded Research and Development Center

experienced in similar examinations. (Page 37)

21 OEUI

The Senate AppropriatiSoRepeE8dihilbuee, 2SI.h 20 58) epuw
309 recommends the funding MTab2RBsResmb8hlliIsh t he ¢
states the foll owing:

National Security Cutter—Legend Class National Security Cutters [NSCs] are replacing

the legacy High Endurance Cutters, built between 1967 and 1972. In fiscal year 2017, the
Coast Guard interdicted 2,512 illegalgmants and removed 224 metric tons of cocaine

with an estimated street value of over $6,600,000,000, which surpassed the previous record
amount of cocaine removal set the previous fiscal year. Of the 224 metric tons of cocaine
removed, four NSCs interded 72.6 metric tons of cocaine with an estimated street value

of $2,144,000,000. In a single deployment, the USCGC JAMES (WAVISA) removed

16.8 metric tons of uncut cocaine with a street value in excess of $496,000,000. The
Committee recommends $72,60000€r the NSC program including $7,600,000 for
advance purchase of several systems for the tenth and eleventh NSCs, including wind
indicating and measurement systems, homing beacons for aircraft, and navigation and
sensor data distribution systems. The @uottee worked diligently to ensure resources
were provided by the Consolidated Appropriations Act, 2018 to construct a tenth and
eleventh NSC. The Committee is pleased that the Coast Guard has indicated that contracts
for these NSCs are on track to be avest on time. The Committee continues to believe
that the Coast Guard’'s fleet of twelve High Endu
twelve NSCs. The Committee intends to continue to work with the Coast Guard to
understand the costs, operational benefitand recommended schedule for acquisition of

a twelfth NSC.
Offshore Patrol Cutter—The OPC will replace the fleet of Medium Endurance Cutters
and further enhance the Coast Guard’'s |l ayered se

includes $400,000,000 fahe OPC program. This funding will provide for production of

a second OPC, LLTM for a third OPC, program activities, test and evaluation, government
furnished equipment, and training aids. The Committee encourages the Coast Guard to
evaluate the requiremenfor a sensitive compartmented information facility and a
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multimodal radar system onboard the OPC and determine whether and when these
requirements should be incorporated into revised design and construction.

Fast Response CutterThe Committee recommes&240,000,000 to acquire four FRCs,
as requested. (Page 68)

S. Repk 88llslthbat es t he foll owing:

Due in | arge part to the Coamantairdleetsareimf forts, the
the midst of unprecedented modernization. With the expansion of the National Security

Cutter fleet, continuation of Fast Response Cutter production, beginning of the Offshore

Patrol Cutter acquisition, and initiation of the fité¢avy Polar Icebreaker acquisition in

more than four decades, the Coas-¢fth&amard’' s cutter
force adaptable to any mission. (Page 6)

S. Rep-21884 stbrat es the foll owing:

Coast Guard Yard—The Committee has urged the Coast Guard to expedite planning for
facility and equipment upgrades necessary for service life extensions of the Fast Response
Cutter [FRC] and other vessels at tBeast Guard Yard at Curtis Bay in Baltimore,
Maryland. The nearest travel lift of sufficient size and capacity to service the FRC is in
Hampton Roads, Virginia. Transporting the travel lift between Hampton Roads and
Baltimore is a costly and time consumipgpcedure that removes the lift from service
during transport. The recommendation includes funding within the PC&I appropriation to
acquire necessary equipment and make physical modifications to wharves or other parts of
the Coast Guard Yard facility tceeommodate FRCs and other vessels. (Page 63)

S. Rep-28&8llsltbat es t he foll owi ng:

Full-Funding Policy—T he Commi ttee again directs an exceptio
current acquisition policy that requires the Coast Guard to attain the total acquisition cost

for a vessel, including long lead time materials [LLTM], production costs, and

postproduction costs, before a production contract can be awarded. This pslityeha

potential to make shipbuilding less efficient, to force delayed obligation of production

funds, and to require peptoduction funds far in advance of when they will be used. The

Department should position itself to acquire vessels in the moseeffitianner within the

guidelines of strict governance measures. The Committee expects the administration to

adopt a similar policy for the acquisition of the Offshore Patrol Cutter [OPC] and heavy

polar icebreaker. (Page 67)

S. Repk 88llslthbat es t he foll owing:

Homeport of New VesselsThe Committee supports the current and planned homeport
locations for National Security Cutters. However, the Committee recognizesatenges

that replacing the 37®ot Hamiltonclass cutter with 4180t NSCs has imposed on
Coast Guard facilities where waterfront space is limited and reiterates the importance of
pier availability for Coast Guard cutters and other surface vessalinitmize operational

del ays or ot her unnecessary costs that woul d wunc
conduct its missions. Therefore, not later than 180 days after enactment of this act, the
Coast Guard shall report to the Committee on infrastrucaqeirements associated with

the homeporting of new vessels. At a minimum, the Coast Guard shall assess if major
acquisition system infrastructure is required, identify associated funding needs, and
provide a plan to address these requirements to the CteaniiPages 701)
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2018.

Sectiofs. 2/2410.-2 8Atb5at e s :

SEC. 204. Authorization of amounts for Fast Response Cutters.

(a) In general—Of the amouts authorized under section 4902 of title 14, United States
Code, as amended by this Act, for each of fiscal years 2018 and 2019 up to $167,500,000
is authorized for the acquisition of 3 Fast Response Cutters.

(b) Treatment of acquired cuttersAny cuttes acquired pursuant to subsection (a) shall
be in addition to the 58 cutters approved under the existing acquisition baseline.

Secti ofs. 3/2410.-2 89t5at e s :
SEC. 304. Unmanned aircraft.

(a) Landbased unmanned aircraft system prograf@hapter 3 of title 14, United States
Code, is amended by adding at the end the following:

“ § 3dn@basel unmanned aircraft system program

“(a) | a-Supjeadte theaalvailability of appropriations, the Secretary shall establish

a landbased unmanned aircraft system program under the control of the Commandant.

“(b) Unmanned ai rdmrthifst ssywdstieom, d dfhienetder m “ unmanne
system’ has the meaning given that term in secti

Reform Act of 2012 (49 U.S.C. 40101 note).".

(b) Limitation on unmanned aircraft systemsChapter 11 of title 14, United Stat€sde,
is amended by inserting after section 1155 the following:

“ § 1LlinSt&ion on unmanned aircraft systems

“(a) | a~Dgiegramyrfistdl year for which funds are appropriated for the design or
construction of an Offshore Patrol Cutter, the Comadaant—

“(1) may not award a contract for design of an u
Coast Guard; and

“(2) may | ease, acquire, or acquire the services
system—

“(CA) has been par of pooturedby,por usegl bysarhederdl entitye(cro r d
funds for research, development, test, and evaluation have been received from a Federal
entity with regard to such system) before the date on which the Commandant leases,
acquires, or acquires the servicéshe system; and
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“(B) is | eased, acquired, or wutilized by the Con
Federal entity, unless such an agreement is not practicable or would be leftectise
than an independent contract action by the Coast Guard.

“ ( bmall Bimanned aircraft exemptierSubsection (a)(2) does not apply to small
unmanned aircraft.

“(c) Deflimitthiomssection, the terms ‘“smal/l unmann
aircraft system’ have the meaningsAAgiven those
Moderni zation and Reform Act of 2012 (49 U.S.C. 4

(c) Clerical amendments:

(1) CHAPTER 3—The analysis for chapter 3 of title 14, United States Code, is amended
by adding at the end the following:

“ 3 19 .-bated unthanned aircraft systprm o g r a m.

(2) CHAPTER 11—The analysis for chapter 11 of title 14, United States Code, is amended
by inserting after the item relating to section 1155 the following:

“1156. Limitation on unmanned aircraft systems.

(d) Conforming amendmenrt-Subsection(c) of section 1105 of title 14, United States
Code, is repealed.

Sectiof. 3/R4I0.-2 8At5at es:
SEC. 311. Contracting for major acquisitions programs.

(a) General acquisition authoritySection 501(d) of title 14, United States Code, is
amended by inserting “aircraft, and systems,” aft

(b) Contracting authority—Chapter 11 ofitle 14, United States Code, as amended by this
Act, is further amended by inserting after section 1136 the following:

“ 8§ 1QoBtracting for major acquisitions programs

“(a) | aIngaryirg ouaduthorities provided to the Secretary to desanstaict,

accept, or otherwise acquire assets and systems under section 501(d), the Secretary, acting
through the Commandant or the head of an integrated program office established for a
major acquisition program, may enter into contracts for a major siiqoiprogram.

“(b) Aut ho r—Cantratts enteredcirdoduader subsectior«a)
“(1) may be block buy contracts;
“(2) may be incrementally funded;

“(3) may include combined purchases, also known a
of—

“( A) asandeamponents; and

“(B) long |l ead time materials; and

“(4) as provided in section 2306b of title 10, ma

“(c) Subj ect —tAoy cenpgotrentgrediintotundernsabsection (a) shall
provide that any obligation of tHdnited States to make a payment under the contract is
subject to the availability of amounts specifically provided in advance for that purpose in
subsequent appropriations Acts.".

(c) Clerical amendment-The analysis for chapter 11 of title 14, United &aCode, as
amended by this Act, is further amended by inserting after the item relating to section 1136
the following:
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“1137. Contracting for major acquisitions program
(d) Conforming amendments:The following provisions are repealed:

(1) Section 223f the Howard Coble Coast Guard and Maritime Transportation Act of
2014 (14 U.S.C. 1152 note), and the item relating to that section in the table of contents in
section 2 of such Act.

(2) Section 221(a) of the Coast Guard and Maritime Transportatiorf 26t1& (14 U.S.C.
1133 note).

(3) Section 207(a) of the Coast Guard Authorization Act of 2016 (14 U.S.C. 561 note).

(e) Internal regulations and polieyNot later than 180 days after the date of enactment of
this Act, the Secretary of the department in ehihthe Coast Guard is operating shall
establish the internal regulations and policies necessary to exercise the authorities provided
under this section, including the amendments made in this section.

(f) Multiyear contracts—The Secretary of the departmeéntwhich the Coast Guard is
operating is authorized to enter into a multiyear contract for the procurement of a tenth,
eleventh, and twelfth National Security Cutter and associated goverfumeished
equipment.

Secti ofs. 8/RAID.-2 8Atbat e s :
SEC. 817. Fleet requirements assessment and strategy.

(a) Report—Not later than 1 year after tliate of enactment of this Act, the Secretary of
the department in which the Coast Guard is operating, in consultation with interested
Federal and nofederal stakeholders, shall submit to the Committee on Commerce,
Science, and Transportation of the Seree the Committee on Transportation and
Infrastructure of the House of Representatives a report inclaeling

(1) an assessment of Coast Guardest operational fleet requirements to support its
statutory missions established in the Homeland Securityf&Qa@ (6 U.S.C. 101 et seq.);
and

(2) a strategic plan for meeting the requirements identified under paragraph (1).
(b) Contents—The report under subsection (a) shall inclaede
(1) an assessment-of

(A) the extent to which the Coast Guaresat operatinal fleet requirements referred to in
subsection (a)(1) are currently being met;

( B) the Coast Guard’'s current fleet, its operati
changes in the age and distribution of vessels in the fleet will impact the abifisetoat
sea operational requirements;

(C) fleet operations and recommended improvements to minimize costs and extend
operational vessel life spans; and

(D) the number of Fast Response Cutters, Offshore Patrol Cutters, and National Security
Cutters neededot meet afsea operational requirements as compared to planned
acquisitions under the current programs of record,;

(2) an analysis ef

(A) how the Coast Guard-aka operational fleet requirements are currently met, including
the use of t h erentCcattersfleet, &teanteidts veith manners, chartered
vessels, and unmanned vehicle technology; and
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(B) whether existing and planned cutter programs of record (including the Fast Response
Cutter, Offshore Patrol Cutter, and National Security Cutter)enitible the Coast Guard
to meet afsea operational requirements; and

(3) a description et
(A) planned manned and unmanned vessel acquisition; and

(B) how such acquisitions will change the extent to which the Coast Guaeh at
operational requirementseamet.

(c) Consultation and transpareney.

(1) CONSULTATION—In consulting with the Federal and nbBederal stakeholders
under subsection (a), the Secretary of the department in which the Coast Guard is operating
shall—

(A) provide the stakeholders with opportunities for irput
(i) prior to initially drafting the report, including the assessment and strategic plan; and

(i) not later than 3 months prior to finalizing the report, including the assessment and
strategic pla, for submission; and

(B) document the input and its disposition in the report.

(2) TRANSPARENCY—AIl input provided under paragraph (1) shall be made available
to the public.

(d) Ensuring maritime coverageln order to meet Coast Guard mission requiresér

search and rescue, ports, waterways, and coastal security, and maritime environmental
response during recapitalization of Coast Guard vessels, the Coast Guard shall ensure
continuity of the coverage, to the maximum extent practicable, in the Insdtiat may

lose assets.

Secti off. 8/R3I0.-2 8At5at e s :
SEC. 818. National Security Catt

(a) Standard method for trackirgThe Commandant of the Coast Guard may not certify

an eighth National Security Cutter as Ready for Operations before the date on which the
Commandant provides to the Committee on Transportation and InfrastructuedHafitbe

of Representatives and the Committee on Commerce, Science, and Transportation of the
Senate—

(1) a notification of a new standard method for tracking operational employment of Coast
Guard major cutters that does not include time during which @acitter is away from its
homeport for maintenance or repair; and

(2) a report analyzing cost and performance for different approaches to achieving varied
levels of operational employment using the standard method required by paragraph (1) that,
at a mininum—

(A) compares over a 3@ear period the average annualized baseline cost and performances
for a certified National Security Cutter that operated for 185 days away from homeport or
an equivalent alternative measure of operational tempo

(i) against thecost of a 15 percent increase in days away from homeport or an equivalent
alternative measure of operational tempo for a National Security Cutter; and

(i) against the cost of the acquisition and operation of an additional National Security
Cutter; and

(B) examines the optimal level of operational employment of National Security Cutters to
balance National Security Cutter cost and mission performance.
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(b) Conforming amendments:

(1) Section 221(b) of the Coast Guard and Maritime Transportation Act of(20625Stat.
1560) is repealed.

(2) Section 204(c)(1) of the Coast Guard Authorization Act of 2016 (130 Stat. 35) is
repealed.

Sectioff. 8/R210.-2 8At5at e s :
SEC. 822. Strategic assets in the Arctic.

(a) Definition of arctic—l n t hi s section, the term “Arctic has

in section 112 of the Arctic Research and Policy #1984 (15 U.S.C. 4111).
(b) Sense of congressit is the sense of Congress that

(1) the Arctic continues to grow in significance to both the national security interests and
the economic prosperity of the United States; and

(2) the Coast Guard must ems it is positioned to respond to any accident, incident, or
threat with appropriate assets.

(c) Report—Not later than 1 year after the date of enactment of this Act, the Commandant
of the Coast Guard, in consultation with the Secretary of Defense &md) tmto
consideration the Department of Defense 2016 Arctic Strategy, shall submit to the
Committee on Commerce, Science, and Transportation of the Senate and the Committee
on Transportation and Infrastructure of the House of Representatives a regbd on
progress toward implementing the strategic objectives described in the United States Coast
Guard Arctic Strategy dated May 2013.

(d) Contents—The report under subsection (c) shall inckude

(1) a description of the t@ategcsobjectBaiidentiieds progr ess t
in the United States Coast Guard Arctic Strategy dated May 2013;

(2) an assessment of the assets and infrastructure necessary to meet the strategic objectives
identified in the United States Coast Guard Arctic Strategy datayg 2013 based on
factors such as-

(A) response time;

(B) coverage area,;

(C) endurance on scene;
(D) presence; and

(E) deterrence;

(3) an analysis of the sufficiency of the distribution of National Security Cutters, Offshore
Patrol Cutters, and FaResponse Cutters both stationed in various Alaskan ports and in
other locations to meet the strategic objectives identified in the United States Coast Guard
Arctic Strategy, dated May 2013;

(4) plans to provide communications throughout the entire Co&f/ststlern Alaska Captain
of the Port zone to improve waterway safety and mitigate close calls, collisions, and other
dangerous interactions between the shipping industry and subsistence hunters;

(5) plans to prevent marine casualties, when possible, by iegsuessels avoid
environmentally sensitive areas and permanent security zones;

(6) an explanation ef
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(A) whether it is feasible to establish a vessel traffic service, using existing resources or
otherwise; and

(B) whether an Arctic Response Center opErtise is necessary to address the gaps in
experience, skills, equipment, resources, training, and doctrine to prepare, respond to, and
recover spilled oil in the Arctic; and

(7) an assessment of whether sufficient agreements are in place to ensurasth®uaod
is receiving the information it needs to carry out its responsibilities.

"OEUUwW&UEUEwW UUT Oup4 B YIDODOD EHSMOE i Y huA
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| el K

" OUUl wuOOOUw EUDPOO

On May 22, 2018, as pattoofli Defeaonsi dethorbnabdf
Fi scal WeaRk )5BUHIBe House agH.eltdd f6oddb yblvood ce vot e
amendment tihmatte,ri rchleuedlene,nt numible RepZ 08 1pr i nted
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2017

Secti owmi t4nRkiomM Di vi sion D states the foll owing:
SEC. 4204Authorization of amounts for Fast Response Cutters.

(a) In generak—Of the amounts authorizedhder section 4902 of title 14, United States
Code, as amended by this division, for each of fiscal years 2018 and 2019 up to
$167,500,000 is authorized for the acquisition of 3 Fast Response Cutters.

(b) Treatment of acquired cuttersAny cutters acquiregursuant to subsection (a) shall
be in addition to the 58 cutters approved under the existing acquisition baseline.

Secti owi t4n3i0M Di vi si on D states the following (em
SEC. 4304Unmanned aircraft.

(a) Landbased unmanned aircraft systepnagram—Chapter 3 of title 14, United States
Code, is amended by adding at the end the following:

“ § 3dn@based unmanned aircraft system program

“(a) | rSupjeatte theaalvailability of appropriations, the Secretary shall establish

a landbagd unmanned aircraft system program under the control of the Commandant.

“(b) Unmanned ai r—dmaftthi sy ssteecnt i bef,i ntehde. t er m ‘ un m:
system’ has the meaning given that term in secti

Reform Actof® 12 (49 U.S.C. 40101 note).".

(b) Limitation on unmanned aircraft systemsChapter 11 of title 14, United States Code,
is amended by inserting after section 1154 the following:

“ § 1Uln%t&ion on unmanned aircraft systems

“(a) | n—Duiegnaayr fiachl .year for which funds are appropriated for the
design or construction of an Offshore Patrol Cutter the Commandant

“(1) may not award a contract for design of an u
Coast Guard; and
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“(2) may | e aquieethe sexviges of aneinmarmed aiecraft system only if such
system—
“CA) has been part of a program of record of, pro

funds for research, development, test, and evaluation have been received from a Federal
entity with regard to such system) before the date on which the Commandant leases,
acquires, or acquires the services of the system; and

“(B) is leased, acquired, or utilized by the Con
Federal entity, unless such an agreenenot practicable or would be less ceffective
than an independent contract action by the Coast Guard.

“(b) Smal | u n ma n n e-8ubsaction ¢a)(23) ddes netxappiyda smalln .

unmanned aircraft.

“(c) Deflimithiomssecs$ mainl, whmanmreednsai'rcraft’ and
aircraft system’ have the meani ngs given those

Moderni zati on and Reform Act of 2012 (49 U.S.C. 4
(c) Clerical amendments:

(1) CHAPTER 3—The analysis for chapter 3 ofléit14, United States Code, is amended
by adding at the end the following:

“319.-bdsa@ed unmanned aircraft system progr am.

(2) CHAPTER 11—The analysis for chapter 11 of title 14, United States Code, is amended
by inserting after the item relating tecdion 1154 the following:

“11565. Limitation on unmanned aircraft systems.

(d) Conforming amendmertSubsection (c) of section 1105 of title 14, United States
Code, is repealed.

Secti omi t4h3ilnl Di vi si on D states the following:
SEC. 4311Contractingfor major acquisitions programs.

(a) General acquisition authoriy:Section 501(d) of title 14, United States Code, is
amended by inserting “aircraft, and systems,” aft

(b) Contracting authority=—Chapter 11 of title 14, United States Codeamended by this
division, is further amended by inserting after section 1136 the following:

“ 8§ 1QoBtracting for major acquisitions programs

“(a) | aIngaryirg ouaduthorities provided to the Secretary to design, construct,
accept, or othevise acquire assets and systems under section 501(d), the Secretary, acting
through the Commandant or the head of an integrated program office established for a
major acquisition program, may enter into contracts for a major acquisition program.

“ ( b) rized mdthods—Contracts entered into under subsectior<a)

“(1) may be block buy contracts;

“(2) may be incrementally funded;

“(3) may include combined purchases, also known a
of—

“(A) materials and components; and

“ B) long lead time materials; and

“(4) as provided in section 2306b of title 10, ma
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“(c) Subj ect —tAay canpaotrentgradiindotundernsabsection (a) shall
provide that any obligation of the United States to make a payomder the contract is
subject to the availability of amounts specifically provided in advance for that purpose in
subsequent appropriations Acts.”’

(c) Clerical amendment-The analysis for chapter 11 of title 14, United States Code, as
amended by thidivision, is further amended by inserting after the item relating to section
1136 the following:

“1137. Contracting for major acquisitions program
(d) Conforming amendments:The following provisions are repealed:

(1) Section 223 of the Howard Coble &b Guard and Maritime Transportation Act of
2014 (14 U.S.C. 1152 note), and the item relating to that section in the table of contents in
section 2 of such Act.

(2) Section 221(a) of the Coast Guard and Maritime Transportation Act of 2012 (14 U.S.C.
1133note).

(3) Section 207(a) of the Coast Guard Authorization Act of 2016 (14 U.S.C. 561 note).

(e) Internal regulations and polieyNot later than 180 days after the date of enactment of
this Act, the Secretary of the department in which the Coast Guangeratimg shall
establish the internal regulations and policies necessary to exercise the authorities provided
under this section, including the amendments made in this section.

(f) Multiyear contracts—The Secretary of the department in which the Coastdsisa
operating is authorized to enter into a multiyear contract for the procurement of a tenth,
eleventh, and twelfth National Security Cutter and associated goverfumeished
equipment.

Secti owmi t4m8iln7 Di vi sion D states the foll owing:
SEC. 4817Feet requirements assessment and strategy.

(a) Report—Not later than 1 year after the date of enactment of this Act, the Secretary of
the department in which the Coast Guard is operating, in consultation with interested
Federal and nofederal stakeholdg, shall submit to the Committee on Commerce,
Science, and Transportation of the Senate and the Committee on Transportation and
Infrastructure of the House of Representatives a report inclaeling

(1) an assessment of Coast Guardest operational fleeequirements to support its
statutory missions established in the Homeland Security Act of 2002 (6 U.S.C. 101 et seq.);
and

(2) a strategic plan for meeting the requirements identified under paragraph (1).
(b) Contents—The report under subsection (a) shadlude—
(1) an assessment-of

(A) the extent to which the Coast Guaresat operational fleet requirements referred to in
subsection (a)(1) are currently being met;

( B) the Coast Guard’s current fleet, its operati
changes in the age and distribution of vessels in the fleet will impact the ability to meet at
sea operational requirements;

(C) fleet operations and recommended improvements to minimize costs and extend
operational vessel life spans; and
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(D) the number bFast Response Cutters, Offshore Patrol Cutters, and National Security
Cutters needed to meet-sga operational requirements as compared to planned
acquisitions under the current programs of record,;

(2) an analysis ef-

(A) how the Coast Guard-aka opgational fleet requirements are currently met, including
the use of the Coast Guard’'s current cutter fl
vessels, and unmanned vehicle technology; and

(B) whether existing and planned cutter programs of record (iimgjutie Fast Response
Cutter, Offshore Patrol Cutter, and National Security Cutter) will enable the Coast Guard
to meet afsea operational requirements; and

(3) a description et
(A) planned manned and unmanned vessel acquisition; and

(B) how such acquisbns will change the extent to which the Coast Guardeat
operational requirements are met.

(c) Consultation and transpareney.

(1) CONSULTATION—In consulting with the Federal and nbederal stakeholders
under subsection (a), the Secretary of theadepent in which the Coast Guard is operating
shal—

(A) provide the stakeholders with opportunities for irput
(i) prior to initially drafting the report, including the assessment and strategic plan; and

(i) not later than 3 months prior to finalizirtge report, including the assessment and
strategic plan, for submission; and

(B) document the input and its disposition in the report.

(2) TRANSPARENCY-—AIl input provided under paragraph (1) shall be made available
to the public.

(d) Ensuring maritime carage—In order to meet Coast Guard mission requirements for
search and rescue, ports, waterways, and coastal security, and maritime environmental
response during recapitalization of Coast Guard vessels, the Coast Guard shall ensure
continuity of the coveage, to the maximum extent practicable, in the locations that may
lose assets.

Secti owi t4m8ilM Di vi si on D states the foll owing:
SEC. 4818National Security Cutter.

(a) Standard method for trackirngThe Commandant of the Coast Guard may not certify
aneighth National Security Cutter as Ready for Operations before the date on which the
Commandant provides to the Committee on Transportation and Infrastructure of the House
of Representatives and the Committee on Commerce, Science, and Transportaton of th
Senate—

(1) a notification of a new standard method for tracking operational employment of Coast
Guard major cutters that does not include time during which such a cutter is away from its
homeport for maintenance or repair; and

(2) a report analyzing b and performance for different approaches to achieving varied
levels of operational employment using the standard method required by paragraph (1) that,
at a minimum—
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(A) compares over a 3@ear period the average annualized baseline cost and perf@snanc
for a certified National Security Cutter that operated for 185 days away from homeport or
an equivalent alternative measure of operational tempo

(i) against the cost of a 15 percent increase in days away from homeport or an equivalent
alternative mease of operational tempo for a National Security Cutter; and

(i) against the cost of the acquisition and operation of an additional National Security
Cutter; and

(B) examines the optimal level of operational employment of National Security Cutters to
balance National Security Cutter cost and mission performance.

(b) Conforming amendments:

(1) Section 221(b) of the Coast Guard and Maritime Transportation Act of 2012 (126 Stat.
1560) is repealed.

(2) Section 204(c)(1) of the Coast Guard Authorization AcP@l6 (130 Stat. 35) is
repealed.

Secti owi t4m8i22 Di vi si on D states (emphasis added):
SEC. 4822Strategic assets in the Arctic.

(a) Definition of arctic—l n t hi s section, the term “Arctic” has
in section 112 of the ArctiResearch and Policy Act of 1984 (15 U.S.C. 4111).

(b) Sense of congressit is the sense of Congress that

(1) the Arctic continues to grow in significance to both the national security interests and
the economic prosperity of the United States; and

(2) the Coast Guard must ensure it is positioned to respond to any accident, incident, or
threat with appropriate assets.

(c) Report—Not later than 1 year after the date of enactment of this Act, the Commandant
of the Coast Guard, in consultation with the 8&my of Defense and taking into
consideration the Department of Defense 2016 Arctic Strategy, shall submit to the
Committee on Commerce, Science, and Transportation of the Senate and the Committee
on Transportation and Infrastructure of the House of Reptatives a report on the
progress toward implementing the strategic objectives described in the United States Coast
Guard Arctic Strategy dated May 2013.

(d) Contents—The report under subsection (c) shall include

(1) a descri pt i opnogres$ towartld eachCstradegid obj€tiva idenhtifiexd
in the United States Coast Guard Arctic Strategy dated May 2013;

(2) an assessment of the assets and infrastructure necessary to meet the strategic objectives
identified in the United States Coast Guaudttic Strategy dated May 2013 based on
factors such as-

(A) response time;

(B) coverage area;

(C) endurance on scene;
(D) presence; and

(E) deterrence;

(3) an analysis of the sufficiency of the distribution Nétional Security Cutters,
Offshore Patrol Cutters, and Fast Response Cutterboth stationed in various Alaskan
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ports and in other locations to meet the strategic objectives identified in the United States
Coast Guard Arctic Strategy, dated May 2013;

(4) plans to provide communications throughdt éntire Coastal Western Alaska Captain
of the Port zone to improve waterway safety and mitigate close calls, collisions, and other
dangerous interactions between the shipping industry and subsistence hunters;

(5) plans to prevent marine casualties, whasssible, by ensuring vessels avoid
environmentally sensitive areas and permanent security zones;

(6) an explanation ef

(A) whether it is feasible to establish a vessel traffic service, using existing resources or
otherwise; and

(B) whether an Arctic Rggnse Center of Expertise is necessary to address the gaps in
experience, skills, equipment, resources, training, and doctrine to prepare, respond to, and
recover spilled oil in the Arctic; and

(7) an assessment of whether sufficient agreements are etplaasure the Coast Guard
is receiving the information it needs to carry out its responsibilities.

"O0O0i 1 Ul OEI
The conf erHe nReeep Br7aedlalrbtul (y 2H5 ,R. 2F1H81)3 AR5 August
13, 2018, stat es:

Coast Guard Authorization Act of 2018

The Housg bill contained a division (Division D) that would authorize certain aspects of
the Coast Guard.

The Senate amendment contained no similar provisions.

The House recedes. (Page 1137)
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Appendix A. /| OEOOI Ew- 2" OQw. / " OWEOE w%
/] UOEUUI OIl OUwOUEOUDPUDI U

Thi s appenfdurxt hpero vd idsecsu stshieo nC ocars ttp G mimselsiu N SCf, OPC
and FRC procurement quantities

YI UYDI b
The Coast pGwgraéam of record for NSCs6%alPCs, and |

many cutters as the 1ICwasltd Gharneaeddd utl atfed! liyn Rd&
projected future nd swliaommed Tthher Co alsév &Gluarfdor NSC

have remained unchanged since 2004. In contrast,
f ofl ceev el goal s peoinghet ttoi mehsa nign nrgesstrat gi c and bu
Al t hough t he Loraaste@uarsgi tuati on and resulting n

changed as meschaae thaeckays0 4hb,udighed aCoya scti r Gwanrsd a
have c¢cmhareged0s4i. The 2004 program of record was
expectations in 2004 aP®&lt dacuctouurret .f uTnhdo sneg d xepveec ts
now be different, as suggestedi my2m®madgbi nwi | | i ngne s
regularly mentiBOn&Ing utnbde nnge e de vied(rsdeiep @ 2 Ji b x| Bi on

|t can al sonhé nuo negadtt,tohuadienctebkfef2C04dsex@Beatdti ons
future fundiP€&l |l avebanfoastha implicit constrair
NSCs, OPCs and FRCs can encour ageopamni ams i ficial

regarding fuduter Ceabkéev&ua and associated fundin
agency in the exercise of its constitutional p oV
wel fare of the United States, and toedertalfundi ng

spending.
| YYNw" OEUUwW&UEUEwWw®»OI | Uw, PRw OEOGauUbPU
The Coast QGuarnd BeAsOt9iwmarshe ptlhaen nPeGIR f orce of 91 NSCs

FRCs, the service woul d®ihfovfe ictasp albli |sittayt uotro rcya pnaic
search amMiR)redefienc® dragi opassat iconnt eports, wat
coastal se@uroitteydtifVRWCd)mari ne resources (LMR); a
interdiction operations (AMIO). The Cbagh Guard

ri"okvery h'igh risk.

Public ditsc@RBfiroempuerdtl y menti on tthhEPeORubstanti al
force would represent over the | egacy force. Onl
explicitlytahekepatwbbbge@8ORGIweahwd rdblsariad d ser i n

number thahathwofibdcbe required, by Coast Guard
Coast 'sGwdrad ut ory missions in coming years. Di sc
i mprovement over drhiet tliergacme rftoircre onvhitllee consi de

42 See Table 1 and Table Bof CRS Report RL32663\avy Force Structure and Shipbuilding Plans: Background and

Issues for Congresby Ronall O'Rourke  As s hown i n t ho s-leveligeaabof2002004tvdse Navy'’' s f or
followed by new forcelevel goals in early 2005, February 2006, 8il1, September 2011, March 2012, January

2013, March 2015, and December 2016.

43 The Coast Guard useapabilityasa qualitative termto refer to the kinds of missions that can be perforraed
capacityas aquantitative termto refer to how much (i.e., to what scale or volume) a mission can be performed.

Congressional Research Service R42567 - VERSIOB8 - UPDATED 30



Coast Guard Cutter Procurement: Background and Issues for Congress

cutters that would be required, by Ceast Guard e
statutory missions in coming yeagcontcroaldy teomcOwuags
Guar d ethtait matfsespP@Rned force of O9filulcwtpgemrfsomwnmiun g
the CoaststGatawmtdory mi ssions in coming years.

In a study completed in December 200 cCalhléd t he
Guar d calsciuzléandoeffdottchee t hat i n iftwl Ivyi epve wfoarl d tblee n

sersvi cseatutory mis¥Thenstiudycoef ag styheea rotbhhjiesc tli avreg ¢
fl eeTabA-'Bc.ompatasned numbers of N SPFOBR o OtPICes e and
in the objective fleet mix.

Table A-1.Program of Record Compared to Ob  jective Fleet Mix
From Fleet Mix Analysis Phase 1 (2009)

Objective Objective Fleet Mix
Fleet Mix compared to POR
Program of From FMA

Ship type Record (POR) Phase 1 Number %
NSC 8 9 +1 +13%
OPC 25 57 +32 +128%
FRC 58 91 +33 +57%
Total 91 157 +66 +73%

Source: Fleet Mix Analysis Phase 1, Executive Summary, Talle@i&page EI3.

As can BOabA-Xen hien objective fl eet mi X includes 6
more cuttersSthaedi nhehet RO@R. way around, t he POI
cutt er2s0 0a9s Fishéw WPjhact i ve fl eet mi x.

As intermediate steps between the POR force and
calculated three add, tRdA aln & .drNcAehse, ocbajl el cetdi vFeMAf |
was then rdlTabdZedmpdMAes t he POR to FMAs 1 throu

Table A-2.POR Compared to FMAs 1 Through 4
From Fleet Mix Analysis Phas¢2D09)

Program FMA -4
of Record (Objective
Ship type (POR) FMA-1 FMA -2 FMA -3 Fleet Mix)
NSC 8 9 9 9 9
OPC 25 32 43 50 57
FRC 58 63 75 80 91
Total 91 104 127 139 157

Source: Fleet Mix Analysis Phase 1, Executive Summary, Talle&Page EI3.

FMAL was calculated to address the "miesyi bnghaps
ri"sFkMmAR2 was calculated to address both those gaps
judgedhitgoph"bréi kwas cal cul atedgapsadglrassgapb tha
Guard | uthpedd uinddc MMskhe object+iwvase Cthketul amt@d t o a
all the foregoing gaps, plus the rleomsiisnki ng gaps,
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“very |"dwa bA-Fsshkows t he POR and FMAsi mli stshroonugh 4 i
performance gaps.

Table A-3.Force Mixes and Miss ion Performance Gaps
From Fleé Mix Analysis Phase 1 (2009an X mark indicates a mission performance gap

Risk levels of  Program

these of FMA -4
Missions with performance performance Record FMA - (Objective
gaps gaps (POR) 1 FMA-2 FMA-3 Fleet Mix)
Search andRescue (SAR) Very high X
capability
Defense Readiness capacity Very high X
Counter Drug capacity Very high X
Ports, Waterways, and Coastal High X X
Security (PWCS) capacity
Living Marine Resources (LMR High X X [all gaps
capability and capacity addressed]
PWCS capacity Medium X X X
LMR capacity Medium X X X
Alien Migrant Interdiction Low/very low X X X X
Operations (AMIO) capacity
PWCS capacity Low/very low X X X X

Source: Fleet Mix Analysis Phase 1, Executive Summary, pabie thi®ugh ES.3.

Notes: In the first column, The Coast Guard useapabilitas a qualitative term, to refer to the kinds of
missions that can be performed, acdpacityas a quantitative term, to refer to how much (i.e., to what scale or
volume) a mission can be performed.

a. This gap occurs in the Southeast operating area (Coast Guard Districts 7 and 8) and the Western operating
area (Districts 11, 13, and 14).

This gap occurs in Alaska.
This gap occurs in Alasleand in the Northeast operating area (Districts 1 and 5).
This gap occurs in the Southeast and Western operating areas.

® 20O

This gap occurs in the Northeast operating area.

Figaf,e taken from ¢&tMA tPhaeasevdraldlepmi ssion capabi

situation in graphic form. |t appears to be conc
l ine descending toward O by the year 2027 shows
Coasdrsdsd egacy assets as they gradually age out

from the black |Iine shows the added capability f
POR, including the 91 planned NSGsy, t@P ®se, pamd iHF
when the POR force is ful1%0Mi®s spiloanc eN eiesd st hSet agtreent
As can be seen in the graph, this | evel of capat
Guard mission demandstmadée axfktseroft IBe pttember 11,

| abéRoe& 11 CG Mi sSjagmn BPemandsart her below a Coast
future mission demandsFyttithree t MMips didcdre eMearBahmdds | atk
blue Iinesaphowlioyutevels that would result frc
guantities in the POR or executing the POR over
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Figure A-1.Projected Mission Demands v s. Projected Capability/Performance
From Fleet Mix Analysis Phase 1, Executive Summary

tu Missi Demand

Post- 9/11 CG Mission Demands

2005 Mission Needs Statement

APB (’!r'\g’ma\ plan |

Capability / Performance

oy <y -— g V4 \\10\1.\
ey — ot
edL(“ga — - ’ \\LL\
Vb, - 0
grad-?(io,, S
1998 2001 2004 Vi 2027 2037
Source: Fleet Mix Analysis Phase 1, Executive Sumnidgyre EQ on p. E.
FMA Phase 1 was a fiscally unconstrainnegd study,
TabA-Zwer e c aplrciuntaantietdge basis of their capability

rat hetrhetihranpot ent i &ly codpeeqruaitsiiotn O8B8 Yo rs dpipfeer t (

Al t hough the FMA Phase 1 was complTleabflde i n Decemt
were generally not included '$s nf pulbbd @& cf di ceustsi owc
needs wuntil April 2011, wh%®A G Ay airre sperne seedn tt ence nt
Ju2@11 Peport

Te Coast Guard -oomptaetgd eafbédowl eet Mi x Anal ys
2011. Among other things, FMA Phase 2 includes a
the refinedladBiecmmp ¥aee i xhe POR to the objective
Phase 1 and the refined objective mix from FMA F

As can bOabA-4f&erc oimpamnkejde dltodmittca ef r om FMAePhasd 1, t |
object xvérom FMA Phase 2 incl uvedfeisshgdd®cniOiPCes r at her
i ncludes 58 eaddi toiromadloudutt4 % mdtreet edittthee sottthearn v
around, the PORWsnmbngesuabebpdasi vhemi x.

44 Government Accountability OfficeCoastGuard[:]Observations on Acquisition Management and Efforts to

Reassess the Deepwater Program, Testimony Before the Subcommittee on Coast Guard and Maritime Transportation,
Committee on Transportation and Infrastructure, House of Representatives, Staiedodmt P. Hutton, Director

Acquisition and Sourcing Manageme®AO-11-535T, April 13, 2011, p. 10.

45 Government Accountability OfficeCoast Guard[:]Action Needed As Approved Deepwater Program Remains
Unachievable GAO-11-743, July 2011, p. 46.
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Table A-4.POR Compared to Objective Mixes in FMA Phases 1 and 2
From Fleet Mix Analysis Phase 1 (20a8) Phase 2 (2011)

Refined
Objective Objective
Program of Fleet Mix Mix from
Record from FMA FMA Phase
Ship type (POR) Phase 1 2
NSC 8 9 9
OPC 25 57 49
FRC 58 91 91
Total 91 157 149

Source: FleetMix Analysis Phase 1, Executive Sary, Table E8 on page E$3, and Fleet Mix Analysis Phase
2, Table E€ on p. iv.

Compared to the POR, t fiabA-ZangdabA-.auwled nhiex enso rseh o v
expensive to procure, operate, and suppdbrt than
FRC procurement <cost fBagcukrgespuporadewsreinint e dt teear3 8 ead d
cutters in the Refined ObjectididiMnmalfr$dm.~FMAIiRF
which most (about $7.8 billion) would be for the
depend on numerous factors, such as annual pr oc.t
additi omalercdathte(risnicilfuedicnygc lcersew costs and period
would require bill*%ons of additional dol | ar s.
The | arger force mixes in the FMA Phase 1 and 2
numbers of cutters, butGuwdrsd 4dinrcareafste.d Innu ntbhea sF N
study, for exampl e, the o0bjf93cthoirvee tfhl anett hne x2 4i 8n ca
in the PORt end xt he ot her way around, the POR incl
objectivA diteest miprocure | arger numbhbAZ3 of cutt
antabA-emi ght thus also imply a decision to procur
of Coast Guard aircraft, which would require bil
study estimated théjproctvreemémrtetcmstx of UBE acut i
$61 biIIion to $67 billion in constant FY2009 dc
cost of $37 billion to $40 billion in constant F
cutter8& aintdcr2zadf t. The study estimated t-he tot al
cycle 0O&S cost) of the objective fleet mix of ct
constant FY2009 dol |l ar s, or abetit o53%B1®A@r é&il haort
billion in constant FY2009 doll arfs estimated for
A December 7, 2t0dtses ptrlee sf olelpowitng:

The Coast Guard’'s No. 2 officer saithhgt he smal l s

the service’'s ability to carry out cruci al mi ssi o

meet rising calls for presence in the volatile South China Sea.

46 The FMAPhase 1 and Phase 2 studies present acquisition awgiditeownership cost calculations for force mixes
that include not only larger numbers of NSC, OPCs, and FRCs, but corresponding larger numbers of Coast Guard
aircraft.

47 Fleet Mix Analysis Phase Executive Summary, Table EBL on page ESQ9, and Table EQ0 on page ES8. The
life-cycle O&S cost was calculated through 2050.
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“The lack of surface vessels every day just break
CoastGuard’'s vice commandant, said Dec. 7.

Addressing a forum on American Sea Power sponsored by the U.S. Naval Institute at the
Newseum, Michel detailed the problems the Coast Guard faces in trying to carry out its
missions of national security, law enforcathand maritime safety because of a lack of

resources.
“That's why you hear me clamoring for recapitaliz
Mi c hel noted that China’'s coast guard has a | ot m

including many that are larger than the bisfge.S. cutter, the 1,800n [sic:4,806ton]

National Security Cutter. China is using those whitai nt ed vessethall rather than
navy”™ ships to enforce its claims to vast areas o
shoals claimed by other ti@ns, he said.

That i s a statement that the disputed areas are
navy. That’'s an absolutely masterful use of the ¢

The superior numbers of Chinese coast guard vessels and its plans to builés more
somet hi ng, “we have to consider when | ooking at w
Michel said.

Although they have received requests from the U.S. commanders in the region for U.S.
Coast Guard cutters in the Sesayh' €dhi naTlserae’ Sthet

enough to go“®round,” he said.
Potenti al oversight questions for Congress incl L

T Under the POR force mix, how | arge a perfor m,
be in each of tThaedA-B% sVBhiaotn si nsphaocwtn wonul d t hese
performance gaps have on public safety, nati
' iving marine resources?

T How sensithese aperf ormance gaps to the way ir
transl ates its statutory missions into more
performance?

T Given the perf orTmadA-&e sghaopusl ds hpolwann niend number s
Coast Guard cutters and aircraft be increase
statutory missions be reduced, or bot h?

T How much | arger woul GahARepédf @l mamea gaps i
numbers of Coast Guard cutters and aircraft

1 Has the executive branch mdidfef sruddfdei entl y ¢
bet wwehbeen number of shepPORntlomimbdemattt ha
woul d be needed to f Usl Isyt apteurtfoorrym miihses i @onass ti nG
ye&r Why has public discussion of the POR foc

i mpr ovietmewigaul d produce over the | egacy force
performance gaps it woulTdbA3*ve in the missio
“%0tto Kreisher, “’Not Enough’ USCG Vessels tSeapaveret Demand

December 72015.
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Appendix B. %UOEDOT w+T ¥ @&ELDHOW

Thi s appenhbddcxk gorroown dd eifsmfnadi magt l evedrss in the Coast
Procure@emstructi on,PC&in)d d%mpo wrwte.ment s (

YI UYDI P
As shdwamB-lenthe FY2013 budget submission program
billion plkCA&aycecaorunitn. tAlse al so s hofw2 0 6 thhwedgetbl e,
submi ssions reduced that fildguwrne pted betaween $1 bi
Table B-1.Funding in PC&I Account in FY2013 -FY2019 Budgets
Figures imillions of dollars, rounded to nearest tenth
% change
compared
to avg. for
FY13
Budget FY13  FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23  Avg. budget
FY13 1,217.3 1,429.5 1,619.9 1,643.8 1,722.0 1,526.5 fi
FY14 951.1 1,195.7 9010 1,024.8 1,030.3 1,020.6 -33.1%
FY15 1,084.2 1,103.0 1,128.9 1,180.4 1,228.7 1,145.0 -25.0%
FY16 1,017.3 1,1253 1,255.7 1,201.0 1,294.6 1,178.8 -22.8%
FY17 1,136.8 1,259.6 1,339.9 1,560.5 1,840.8 1,427.5 -6.5%
FY18 1,203.7 1,360.9 1,602.7 1,810.6 1,687.5 1,533.1 +0.4%
FY19 1,886.8 n/a n/a n/a n/a n/a n/a

Source: Table prepared by CRS based Coast Guard FY201BY20D budget submissions.
The Coast Guard hasPQ@&lgstciofuingd atthat |fewredi mdg tatbe u:

billion per year would make it difficult to func
includiofjaa newbpeaker and i mprovements to Coas't
Guard plans call for procuring OPCs at an event
roughly $400 million, pPr&€&lacdaoywntt waflddEsuttedl yle ¢
$1.2 billion per year, -Fa¥%2 Opl 6o ghbr vadmgreetdo gundidreir s stihoen sk
|l eave about $200 million PE&UODednipriopmamer yes:s
Since 2017, Coast Guard official sechaorel been st at
infreqguently in earlier searag: otulsataceaue cuttiimq tph
and on a timely BQ&li sacwoouulndt rteoq ubier ef uunhdeed i n com
about $2 billion per ydkeaaf.f iSdiaalesmemnt st Hirso m sCsouwaes t
someti mes put this figure as high as about $2.5

N N -

AU0UDOT wr BABUGED OT w+1 YI OUWEUWE @R UDPET wi OUL
%UOEDOT w+i YI OU

I n assessing future funding | ®enelps afcdii cexé sutiov e
or predict that the figure in coming years wil/

49 Prior to FY2019, the PC&I account was called the Acquisition, Construction, and Improvements (AC&I) account.
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years. While this method can be of analytical ar
Guard, which goed etstsr mcglui partiiods oWwi tmaj or pl atf
more acquisition of major platforms, this approe
forPC&lkccount

More important, in relsatitan tgouamha ddfirtegmoone mmgmemtn,g r
including the preservation and use of congressic
assumes or predicts that future funding | evels v
artificially narrow rva gavr difn ¢ ofnutrerses i fonradi rog tli eow
Congress of agency in the exercise of its consti
the composition of federal spending.

/ EU0w" OEUUDW&UEUEW2UEU! ObwUOED EBOWYWY I @
At an Octdbetl, hearing maj ¢t heacCpurissi tGiuam dpr ogr arm

Guard and Maritime Transportation subcommittee
Committee, the following exchange occurred:

REPRESENATIVE FRANK LOBIONDO:

Can yu give us your take on what percentage of value must be invested each year to
maintain current levels of effort and to allow the Coast Guard to fully carry out its
missions?

ADMIRAL ROBERT J. PAPP, COMMANDANT OF THE COAST GUARD:

| think | can, Mr. Chairma. Actually, in discussions and looking at our budgatn d | * | |
give you rough numbers here, what we do now is we have to live within the constraints
that we've been averaging about $1.4 billion in a

If you look at our complete pot f ol i 0o, the things that we’'d I|Iike to
shore infrastructure that needs to be taken care of, when you look at renovating our smaller
icebreakers and other ships and aircraft that we
that it wouldreally take close to about $2.5 billion a year, if we were to do all the things

that we would like to do to sustain our capital plant.

So I'"m just | ike any other head of any other agen
given a top line and we hat@ make choices and tradeoffs and basically, my tradeoffs boil

down to sustaining frontline operations balancin
Coast Guard and there’s where the b¥eak is and wh

An Apr2i0l1 2238 bl og entry stated the foll owing:

If the Coast Guard capital expenditure budget remains unchanged at less than $1.5 billion
annually in the coming years, it will result in a service in possession of only 70 percent of
the assets it possesses todai] €mast Guard Rear Adm. Mark Butt.

Butt, who spoke April 17 [2012] at [a] panel [discussion] during the Navy League Sea Air
Space conference in National Harbor, Md., echoed Coast Guard Commandant Robert Papp
in stating that the service really needs aro$2d billion annually for procuremepit.

At a May 9, 2012, heapiogooseadth¥2Cbashudgatr dbef o
Security subcommittee of the Senate “Bpgropriatic

50 Source: Transcript of hearing.

David Perera, “The CiereeddmeldadSaauriy.comspril 88h2012nakcesaed JEY,
2012, athttp://www.fiercehomelandsecurity.costérytoastguardshrinking201204-18.

Congressional Research Service R42567 - VERSIOB8 - UPDATED 37



Coast Guard Cutter Procurement: Background and Issues for Congress

gone on recork tshgi@gashaGuartdhneeds closer to {
acquisition funffiofgldot @prropedpirtexlaipide al i zati on.

At a May 14, 2013, Ise@rriompe serd tFhve 0Adla dtud@ear d e f
Security Sub&Semmittt Appobprhati ons Committee, Adr
foll owing regarding the difference between havir
$1.5 billi oRCg&lecrcoyenar: i n the

Well, Madam Chairman, $500 milliera half a billion dollars-is real money for the
Coast Guard. So, clearly, we had $1.5 billion in the [FY]13 budget. It doesn't get everything
| would like, but it—it gave us a good start, and it sustained a number of projects that are
very important to us.

When we go down to the &illion level this year, it gets my highest priorities in there, but
we have to either terminate or reduce to minimum order quantities for all the other projects
that we have going.

If we're going to stay with our program of record, things that have éeeumented that

we need for our service, we're going to have to just stretch everything out to the right. And
when we do that, you cannot order in economic order quantities. It defers the purchase.
Ship builders, aircraft companieghey have to figure irheir costs, and it inevitably raises

the cost when you're ordering them in smaller quantities and pushing it off to the right.

Plus, it almost creates a death spiral for the Coast Guard because we are forced to sustain
older assets-older ships and olderraraft—which ultimately cost us more money, so it
eats into our operating funds, as well, as we try to sustain these older things.

So, we'll do the best we can within the budget. And the president and the secretary have
addressed my highest priorities, amd'll just continue to go on theon an annual basis
seeing what we can wedge into the budget to keep the other project§®going.

At a March 12, 2014,'shepaopongednFiYRB@16o0basdg6uabaerf
Homel and Security sAppoomirti a¢é oo ChemHobtee, Adr
the foll owing:

Wel l, that’'s what we've been-yearplanytgegdpiiah g wi t h, as
investment plan, is showing how we are able to do that. And it will be a challenge,

particularly ifit sticks at around $1 billion [per year]. As I've said publicly, and actually, |

said we could probablyl've stated publicly before that we could probably construct

comfortably at about 1.5 billion [dollars] a year. But if we were to take care of &licast

Guard’'s projects that are out there, including sh
care of the Yemen [sic: inland] waters is approaching 50 years of age, as well, but | have

52 Source: transcript of hearing. Papp may have been referriegnmks he madeo the press before giving his annual

state of the Coast Guard speech on February 23, ROWBjchreportedly stated that the Coast Guard would require

about $2 billion per year in acquisition funding to fully replace its currentagSesAd am Benson, “ Coast Guar
Cut backs Wil | NereichtBulldtin Rebriary 230 2082, atcessed May 31, 2012, at
http://www.norwichbulletin.con¥1138492141CoastGuardcutbackswill -cost1-000jobs See al so “ Coast Guar
Leader Cal | s MiliaryFedicomdeb&iary 24,2012, accessed May 31, 2612,

http://militaryfeed.condoastguardleadercallsfor-moreships5/;, Associ ated Press, “Coast Guard
for N e wTh& bgi.cpngMarth 10, 2012, accessed May 31, 2GitAttp://www.thelog.conBNW/Article/Coast
GuardCommandanCallsfor-New-Shipsto-ReplaceAging-Fleet Mi ckey McCarter, “Congress Poi

Guard More Money ThaRe qu e st e d fHSTodaFusMag D012B12,"accessed May 31, 2(d12,
http://mww.hstoday.udbcusedtopicstustomsimmigrationsingle-article-pagetongresspoisedto-give-coastguard
moremoneythanrequestedor-fy-2013.html) See al so “I nterview, Adm. Robert Papp,
C o mma n dafense,NewsNovember 11, 2013: 30

53 Transcript of hearing. The remarks were made in response to a question from Sen. Mary Landrieu.
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no replacement plan in sight for them because we simply céord éf Plus, we need at
some point to build a polar icebreaker. Darn tough to do all that stuff when you're pushing
down closer to 1 billion [dollars per year], instead of 2 billion [dollars per year].

As | said, we could fit most of that in at about thé billion [dollars per year] level, but
the projections don't call for that. So we are scrubbing the numbers as bestXve can.

At a March 24, 2015,'shepaopogednFiYRB@16o0basdgéuabaerf
Homel and Security séAbppoomirti a¢é oo ChemHobtee, Adr
Zukunft, Asdniucade sPsaprp as Commandant of the Coast

| look back to better years in our acquisition budget when we-hahacquisition budget

of—of $1.5 billion. That allows meotmove these programs along at a much more rapid

pace and, the quicker | can build these atrfaié production, the less cost it is in the long

run as wel | . But there’ s an urgent need for me t
timely and also in @ affordable manner. But to at least have a reliable and a predictable

acquisition budget would make our work in the Coast Guard much easier. But when we

see variances efof 30, 40% over a period of three or four years, and not knowing what

the Budget Combl Act may have in store for us going on, yes, we are treading water now

but any further reductions, and now I-atham beyond asking for help. We are taking on

water>®

An April 13, 201he proedwpmi anggios taddad)ke:s

Coast Guard Comamndant Adm. Paul Zukunft on Wednesday [April 12] said that for the
Coast Guard to sustain its recapitalization plans and operations the service needs a $2
billion annual acquisition budget that grows modestly overtime to keep pace with inflation.

The CoasGuard needs a “predictabl e, reliabl e acqui s
need 5 percent annual growth to our operations
Zukunft told reporters at a Defense Writers Group breakfast. Inflation will clip 2 to 3

percentfom t hat, but “at 5 percent or so it puts you
Sso you can execute, so %ou can build the force,"”

I n an interview publ i s htehde ofno(lHmnopdi ankgi s2@ddedZukur

We cannot be more releviathan we are now. But what we need is predictable funding.
We have been in over 16 continuing resolutions since 2010. | need stable and repeatable
funding. An acquisition budget with a floor of $2 billion. Our operating expenses as |

sai d, t h edgedhbelewtbeBedget Control Act floor for the past five years. | need

5 percent annualized growth over the next five years and beyond to start growing some of
this capability back.

But more importantly, we [need] more predictable, more reliable fursdinge can execute
what we need to do to carry out Sthe business of t

5 Transcript of hearing.
55 Transcript of hearing. The remarks were made in response to a question from Re&juldehson.

%Cal vi n BZukusfewaitsé2 Billiorf Baseline Acquisition Budget; Sustained Growth In O&M Fundiihg
Defense DailyApril 13, 2017: 1.

5730 11 htervienr Adm. Pdul Zukunfbemands Coast GuaRespect Defense Newslune 1, 2017.
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Regarding t he MaSC 280kl@8greapngr tt het at es the foll owin

D H S Urder Secretary for Management (USM) directed the USCG to complete follow
on operational test and evaluation (OT&E) by March 2019. According to USCG officials,
the program’ s -@TOA&ELNeQgtaber 2013, which will test unmet key
performance pameters (KPP) and address deficiencies found during prior testing. The
NSC completed initial operational testing in 2014, but did not fully demonstrate 7 of its 19
KPPs, including those related to unmanned aircraft and ¢utgrdeployment in rough

seas According to USCG officials, operators have since demonstrated these KPPs during
USCG operations. For example, USCG officials stated that they successfully demonstrated
operations of a prototype unmanned aircraft on an NSC. However, the USCG will not
evd uate the NSC’'s unmanned aircraft KPP wuntil t he
OT&E, currently planned for June 2019. In addition, the NSC will be the first USCG asset
to undergo cybersecurity testing. However, this test has been delayed over #tydae w

final cyber test event scheduled for August 2018 because of a change in NSC operational
schedules, among other things.

The DHS USM also directed the USCG to complete a study to determine the root cause of

the NSC’'s propul si ober28ly;showever, as of Samery 20tt8ytheD e c e m
study was not yet complete. GAO previously reported on these ds$neading high

engine temperatures, cracked cylinder heads, and overheating generator bearings that were
impacting missions-in January 2016....

The USCG initially planned to implement a crew rotational concept in which crews would

rotate while NSCs were underway to achieve a goal
homeport. In February 2018, USCG officials told GAO they abandoned the crew rdtationa

concept because the concept did not provide the USCG with the expected return on

investment. Instead, USCG officials said a new plan has been implemented that does not

rotate crew and is anticipated to increase the days away from home port from the curre

capability of 185 days to 200 dasfs.

58 Government Accountability OfficsdjomeSecur i ty Acqui sitions][:] Leveraging Prog
DHS6s Progress to | mp May2®s3s, BACL&389SPH, 108 ppMand Goyeznmenh t

Accountability Office,Homeland Security Acquisitions[:]DHS Has Strengthened Managemerixbatition and

Affordability Concerns EndurésA0-16-338SP, March 2016, 110 pp. HereinafeskO-18-339SPandGAO-16-

338SR respectively.

59 GAO-18-339SP p. 92.
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, EUET wl Yht w& . wll xOUU
Thear ch GA®O16epates the foll owing:

Notably, officials from si{DHS acquisition]programs explained that their current KPPs

[key performance parameteraie still poorly defined andhay require revisions going

forward. For exampl e, USCG officials identified t
should have been written more clearly, and, in January 2016, we recommendedthe NS

program office clarify them.. 6

... DHS has not ideifted specific actions to improve the affordability of one of the
programs that department leadership reviewtl8§CG NSG—and this program continues

to face a funding gap exceeding 10 percent. In this case, the USCG did not provide DHS
leadership critical iformation necessary for addressing affordability issués.

...the USCG NSC programone of t he depart mecortinusstol ar gest i nve
face a funding gap exceeding 10 percent even though it was reviewed in September 2014.

We found that the fundingertification memo that the USCG provided to the DHS ARB

[Acquisition Review BoardHid not include as much detail as the others we reviewed

across DHS components. Specifically, the NSC funding certification, signed by the USCG

CFO[Chief Financial Office], consisted of only a higlevel narrative discussion, stating

that adjustments would be made, as necessary, to sustain and operate the NSC. Unlike the

other funding certifications we reviewed, it did not include detailed tables that quantified

cost estinates, funding streams, and the monetary value of proposed tradeoffs. We also

found that DHS |l eadership did not document any t
affordability after t he September 20114 ARB. Wh i
memorandum identifiethat the success of the ARB reviews is dependent on the quality of

the information presented to the ARB, it does not specify what information the components

should include in the memos. It does not specifically require detailed information, such as

guantifying cost estimates, funding streams, and the monetary value of proposed tradeoffs.

We have previously established that information should be communicated to management

in a form that enables them to carry out their responsibilitiéthout detailed infamation,

the ARB will be unable to hold fully informed discussions about tradeoffs needed to

improve program affordability.. 62

The [ Coast Guard’s C41 SR acquisition] program i s
C41SR[command and control, communicationsiputers, intelligence, surveillance, and

reconnaissangesystem on the NSC because it relies on contrgotaprietary software

that is becoming obsolete and is costly to maintain. This transition has been delayed by

more than 7 years largely due to fumglishortfalls and, according to program officials,

difficulties scheduling system installations when the NSCs are in port. Future funding
shortfalls would Iikely delay the transition furt
estimate exceeds its fuing plan significantly from fiscal year 2016 to 2020. However,

the gap may not be as great as it appears. The C4ISR funding plans DHS has presented to

Congress do not identify all of the funding the USCG plans to allocate to C4ISR operations.

GAO has repded on USCG affordability issues since 2011 (GADB743). In April 2015,

GAO recommended DHS account for all of the operations and maintenance funding the

USCG is allocating to its major acquisition programs in an annual report to Congress. DHS

concurred \ith this recommendation, but USCG officials told GAO they have made no

progress in accounting for these funding allocations. This issue obscures the size of future

funding gaps, and the actual amount allocated through fiscal year 2015 may be greater than

$797 million.

60 GAO-16-338SP p. 31.
61 GAO-16-338SP p. 32.
62 GAO-16-338SP p. 40.
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Test Activities[for the C4ISR program]

The USCG initially planned to test the C4ISR system separately from its planes and

vessels, including the NSC, but officials subsequently decided to test the C4ISR system in

conjunction with the planesd vessels to save money and avoid duplication. However,

the C41 SR system’s KPPs were not specifically ev:
test because the necessary testing activities were not fully integrated into the NSC test plan.

The USCG deferred significant portion of the C4ISR testing on the NSC to later dates

including the testing of cybersecurity capabilities and-tiea¢ tactical communications

with the Navy. In June 2014, GAO recommended the USCG fully integrate C4ISR
assessments into othe asset s’ operational test pl ans or t
independently in order to assess the operational effectiveness and suitability of the C4ISR

system. The USCG concurred with GAO s recommendat
test the GHKRPSAringfpllsdoemt esting for then NSC. The NSC
operational test and evaluation was scheduled for fiscal year 2015, but slipped to the end

of fiscal year 2016 when the USCG refined the NSC
the USCG is sing the C4ISR system on deployed NSC¥

Performance

The USCG has been operating the NSC since 2010, and it initiated production of the eighth

NSC in 2015, but it has not yet demonstrated the NSC can fully meet 7 of its 19 key

performance parametersiPR). In September 2015, USCG officials indicated they were in

the process of validating data that would demonstrate the NSC could meet the KPP that
establishes the NSC’'s transit range requirement.
those related to unmarsheaircraft, cutteboat deployment, and interoperability

requirements.

Acquisition Strategy

The USCG awarded delivery and task orders to produce the first three NSCs to Integrated
Coast Guard Systemsa joint venture between Northrop Grumman and Lockheed
Martin—as part of the nowefunct acquisition effort designated Deepwater. In 2006, the
USCG revised its Deepwater acquisition strategy, citing cost increases, and took over the
role of lead systems integrator, acknowledging that it had relied too heagigntmactors.

In 2010, the USCG awarded the production contract for the fourth NSC to Northrop
Grumman. In 2011, Northrop Grumman spun off its shipbuilding sector as an independent
company named Huntington Ingalls Industries (HII). HIl is producing thé,sseventh,

and eighth NSCs for the USCG, and plans to deliver the eighth NSC in 2019.

Program Execution

From 2008 to 2014, the program's schedule for con
nearly 5 years, and its schedule for completing initial opmratitesting slipped nearly 3

years. In July 2011, GAO reported on a number of issues the USCG identified during

developmental testing that the USCG needed to address before initiating operational

testing, including performance and safety issues (dAQJ43 ) . The program’ s full
operational capability date also slipped, from fiscal year 2016 to fiscal year 2020, although

program officials anticipate it will occur sooner. USCG officials attributed the schedule

slips to, among other things, funding shortfallhie NSC has adhered to the revised

schedule since January 2014, but going forward, the NSC is projected to face additional

funding shortfalls. From fiscal year 2016 to fisc
to exceed its funding by $401 millioHowever, the funding gap may not be as large as it

appears. The NSC funding plan DHS has presented to Congress does not identify all of the

funding the USCG plans to allocate to the NSC's o
affordability issues since 201l April 2015, GAO recommended DHS account for all of

63 GAO-16-338SP p. 86.

Congressional Research Service R42567 - VERSIOB8 - UPDATED 42



Coast Guard Cutter Procurement: Background and Issues for Congress

the operations and maintenance funding the USCG is allocating to its major acquisition
programs in an annual report to Congress. DHS concurred with this recommendation, but
USCG officials told GAO thg have made no progress in accounting for these funding
allocations. This issue obscures the size of the future funding gaps, and the amount
allocated through fiscal year 2015 may be greater than $5.7 billion.

From 2008 to 2014, todtestinate incgeasachirors $44 billiopntos i t i on ¢

$5.7 billion. The USCG primarily attributed this increase to the lingering impacts of

Hurricane Katrina, which struck the region where the NSCs are being built in 2005. USCG

officials explained that the hurricameeated labor shortages, which increased rates and

decreased productivity. Al t er n a t-dycleecbsy , from 2008
estimate decreased from $24.3 billion to $21.9 billion. USCG officials attributed this

decrease to increasingly acate cost estimates for personnel, materials, and maintenance.

The program's approved cost thresholds remained
2016.

Test Activities

The NSC completed its initial operational testing in 2014, and the Department of iHdmela
Security’s (DHS) Director of Operational Test an
found the NSC operationally effective and suitable. However, testing identified several
major deficiencies, and the USCG did not demonstrate the NSC could fully meis 7 of

19 KPPs. For example, the USCG has not yet procured an unmanned aircraft system for
the NSC, and has not yet demonstrated the NSC can meet the related KPP. Three of the
NSC’'s unmet K P P s -baat deplayreehtantraugh sdas USCG offeimlr
indicated that challenges remain in determining a path forward to resolve these KPPs
because the USCG and its operational test agent have different interpretations of the cutter
boat requirements. In January 2016, GAO recommended the NSC program lafiifye ¢

the KPPs for the cutter boats.

USCG officials have indicated that all deficiencies and unmet KPPs will be tested as part

of follow-on operational test and evaluation (FOT&E), but it is unclear when the USCG

wi || compl et e t he NS<CplasnedRe3tTadtitties thirdugh the &h@ G h a

of fiscal year 2017 and USCG officials indicated that DOT&E will independently assess

the FOT&E results. However, it is unclear when the USCG will actually demonstrate the

NSC can meet its unmanned aircraft andliigence requirements. In January 2016, GAO
recommended DHS specify when the USCG must compl e
further actions the NSC program should take following FOT&E.

Other Issues

In May 2015, DHS reported the program office had 55 full tegeivalents (FTE) but
needed 62 FTEs. USCG officials have told GAO this has made it difficult to obligate funds
in a timely manner. However, according to USCG officials, as of September 2015 the
program office was in the process of hiring staff to fillesml vacancies.

Program Office Comments [from the Coast Guard]

Cost estimates cited herein are threshold values taken from the approved NSC baseline.

They do not reflect current estimates to complete based on updated data, which includes

actual production contract award amounts for NSCs 7 and 8. The NSC programtedmple

IOT&E [initial operational test and evaluatioim 2014 and continues to work with DHS

to complete remaining testing and resolve pending discrepancies. Delaying IOT&E was a

deliberate decision to ensure maximum benefits from the testing and resuliedNavy

evaluator’'s assessment that the NSC is “Operation
fully completing all aspects of IOT&E, recent NSC operations have resulted in rarely seen

magnitudes of law enforcement success. USCGC BERTHOLF receiieldseearly

29,000 pounds of cocaine, part of a remarkable 2015 interagency/partner nation effort
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which included more than 110 interdictions, the arrest of 700 suspected smugglers, and the
seizure of 709,888 pounds of cocaine worth roughly $9.4 billion.

GAO Response

Across all 25 program assessmdirtghis GAO report] GAO has reportethreshold cost

estimates because they are the maximum castisorized by DHS leadership. DHS

leadership approved ampdated NSC cost estimate in September 2014, but indias

changed the program & maxi mum aut horized cost.

/" w/ UOT UEO
, Eawl YvWw& . wll xOUU

Regarding the MaRC 250hl@8gmreapngr tt het at es the foll owin

DHS approved six key performance parameters (KPP)
operating rang and duration, crew size, interoperability and maneuverability, and ability

to support operations in moderate to rough seas. The first OPC has not yet been constructed,

so the USCG has not yet demonstrated whether it can meet these KPPs. The USCG plans

to use engineering reviews, and developmental and operational tests throughout the
acquisition to measure the OPC’'s performance.

USCG officials told GAO that the program completed an early operational assessment on

the basic ship design in August 2017, whectiailed a review of the current design plans.

The program plans to refine the ship’s design as
However, as of December 2017, USCG officials had not received the results of this

assessment.

The USCG plans to conduinitial operational test and evaluation (OT&E) on the first
OPC in fiscal year 2023. However, the test results from initial OT&E will not be available
to inform key decisions. For example, the results will not be available to inform the
decision to buil 2 OPCs per yearwhich USCG officials said is scheduled to begin in
fiscal year 2021. Without test results to inform these key decisions, the USCG must make
substantial commitments prior to knowing how well the ship will meet its requirements....

The USCGis in the process of completing the design of the OPC before starting
construction, which is ine with GAO shipbuilding best practices. In addition, USCG
officials stated that the program is using staft¢the-market technology that has been
proven onother ships as opposed to stafehe-art technology, which lowers the risk of
the progrant®

, EUET wl Yht w& . wll xOUU
Thear ch GA®16epates the foll owing:

Performance

Department of Homeland Security (DHS) leadership has approved spekirmance

parameters (KPP) for the OPC, establishing goal s
duration, crew size, interoperability and maneuverability, and ability to conduct operations

in moderate to rough seas. The first OPC has not yet been cosdtremithe USCG has

not yet demonstrated whether it can meet these KPPs. The USCG plans to use engineering

64 GAO-16-338SP pp. 9596.
65 GAO-18-339SP p. 94.
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reviews, and developmental and operational tests throughout the acquisition to measure the
OPC’'s performance.

Acquisition Strategy

The USCG is using two-phased dowaselect strategy to select a contractor to deliver the
OPC. First, the USCG conducted a full and open competition to select three contractors to
perform preliminary and contract design work, and in February 2014, the USCG awarded
fixed-price contracts to Eastern Shipbuilding Group, Bollinger Shipyards, and Bath Iron
Works for phase 1. Second, in late fiscal year 2016, for phase 2, the USCG plans to select
one of these three contractors to develop a detailed design of the OPC, and cibrestruct
first 9 to 11 ships.

Program Execution

From 2012 to 2016, the program’'s initial operati
slipped 12 months, and its initial and full operational capability dates both slipped 15

mont hs. Addi t i o n elimihayy,desigmreview date glippednl3 snonfhs,

including 4 months during 2015. USCG officials said they completed the contract design

review in March 2015, but they did not expect to complete the preliminary design review

until January 2016. USCG officmlattributed these schedule slips to delays in awarding

the three preliminary and contract design contracts, and a subsequent bid protest that was

filed with GAO. GAO denied the protest in June 2014.

I n June 2014, GAO i dent idlippedd4yearshetween2807 OPC’ s sched
and 2014. Going forward, USCG officials have stated that additional OPC delays will

decrease the USCG’'s operational capacity because
will require increased downtime for maintenance and ofleues, reducing their

availability.

The OPC’' s ac g-oyclescost éstimatesadid dot dhanfeefrom 2012 to 2015.

However, in June 2014, GAO reported that the OPC

had increased by $4 billion from 2007 to 2015CG officials said this increase was
largely due to invalid assumptions in the earlier cost estimate, along with schedule delays
and inflation.

Test Activities

DHS' s Director of Operational Test and Evaluation
Master Fan (TEMP) in October 2011, but the USCG has issued an interim TEMP to reflect

schedule changes resulting from the bid protest. The USCG now plans to conduct IOT&E

on the first OPC in fiscal year 2023. USCG officials told GAO that they have been working

cosely with DHS's Office of Test and Evalwuation a
to incorporate testing into the program.

Other Issues

The program is currently projected to have a $1.2 billion funding shortfall from fiscal years

2016 to 2020. Prograamf f i ci al s said this is because the OPC’
not reflect its schedule delays, and that they are working to update the cost estimate.

Nonet hel ess, in 2012, DHS' s Chief Financi al Oof fic
could growas ot her shipbuilding programs’ costs have
ultimately affect the affordability of other USCG acquisition programs. In June 2014, GAO

reported that the OPC will absorb abouttivéh i r ds of the USCG’ s acquisiti ol
2018 to 2032, and recommended that the USCG developye&0fleet modernization

plan that identifies all acquisitions needed to maintain the current level of service, along

with tradeoffs if the funding needed to execute the plan is not consistent withl annu

budgets. The USCG concurred with this recommendation but did not identify an estimated

date for completing the plan, and USCG officials told GAO they had not identified what

tradeoffs they would make to address affordability issues.
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In May 2015, DHSheadquarters identified that the program office needed 26 full time
equivalents (FTE) and actually had 20 FTEs. However, in December 2015, program
officials told GAO the program now only needs 20 FTEs, but is still 3 short. Program
officials also said thahese shortfalls did not significantly affect the program.

Program Office Comments [from the Coast Guard]

The USCG provided technical comments that GAO addressed as appripriate.
%1" w/ UOT UEO

, Eawl YWw& . wll xOUU
Regarding the MaRC ZpXxi@Bgpami shates the foll owing:

I n February 2017, DHS' s Director, Of fice of Test
results from the prooaperational sest dnd Evgluato® (DT&EX ol | o w
and determined that

e the progr am marce paranseters,iand key per for
* the FRC was operationally effective and suitabl

During followo n OT & E, the OTA found that sever al defi ci
initial OT&E had been corrected. For example, the OTA closed a severe deficiency related

totheengies based on modifications to the FRC’s main
major deficiencies remain. According to USCG officials, the remaining deficiencies are

related to ergonomics (e.g., improving the working environment for operators) and issues

with stowage space. USCG officials stated that they plan to resolve the remaining

deficiencies by fiscal year 2020.

DOT&E noted that these deficiencies do not prevent mission completion or present a
danger to personnel, but recommended that they be resohsmdmass possible. USCG
officials indicated that they plan to resolve the remaining deficiencies through engineering
or other changes....

The USCG continues to work with the contraetdollinger Shipyards, LLE-to address

issues covered by the warranty arateptance clauses for each ship. For example, 18

engines—9 operational engines and 9 spare engifdesve been replaced under the

program’s warranty. According to USCG documentat.
with the engines have been resolved thtorggrofits; however, additional problems with

the engines have been identified since our April 2017 review. For example, issues with

water pump shafts are currently being examined through a root cause analysis and will be

redesigned and are scheduled todergo retrofits starting in December 2018. We

previously found that the FRC’'s warranty resulte
requiring the shipbuilder to pay for the repair of defects. As of September 2017, USCG

officials said the replacements andoefri t s compl eted under the progr:
allowed the USCG to avoid an estimated $104 million in potential unplanned-aafsts

which $63 million is related to the enginés.

Fordisscusssmeomsadfderelbai wanrgr drmshi epdbui ot heg an
acqui pridgrmamependi x D

66 GAO-16-338SPR pp. 9798.
67 GAO-18-339SP p. 82. For additional discussions of warranties in acquisition programs, see XXX.
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Officials from 8 of the 1programs that remained on track during 2015 said their programs
were at risk of future schedule slips, cost growth, or both due to anticipated funding
constraints, workforce challenges, expanded development efforts, and other reasons. These
8 programs inalde 7 that previously experienced schedule slips, cost growth, or both. For
example, officials from the USCG Fast Response Cutter (FRC) program said that funding
shortfalls could affect the number of cutters they are able to procure each year, which could
increase costs. Currently, the USCG plans to award a contract by the end of June 2016 that
will allow the USCG to purchase 4 to 6 cutters per year, depending on available funding
levels. In June 2014, we reported that the USCG estimated a decision tieweteships

per year would Iikely increase thedeypndogram s cost
its current estimates, %8

Performance

The FRC partially met one of its six key performance parameters (KPP) during initial

operational test and evaliat (IOT&E) in fiscal year 2013. The other five KPPs were not

met or not tested. In September 2015, USCG officials told GAO the FRC had since
demonstrated it could meet al | six of its KPPs, b

(DHS) Director of Operat o n a | Test and Evalwuation (DOT&E) has n

performance si nce |-dddp&ritionalTestand EvRl@tiosn (FOT&RE)! o w
is scheduled for June 2016.

Acquisition Strategy

In September 2008, USCG officials awarded Bollinger Shigyamtkport a contract for
1 FRC with options to build up to 33 more. GAO subsequently received a bid protest,

which was denied, and upheld the USCG's contract

the USCG established that it would only procure 32 FRCs giwdhis contract. In June
2014, GAO reported that the USCG purchased the technical specifications and licenses
from Bollinger that are necessary to build the FRC, and planned to use this information to
conduct a full and open competition for the remainZg vessels. The USCG has
designated this effort Phase 2 of the program.

The USCG began Phase 2 with a request for proposals (RFP), all of which were to be
received by July 2015. According to program officials, they plan to award the Phase 2
contract by thend of June 2016. According to USCG officials, the Phase 2 RFP allowed
the bidders to make certain changes to the design of the ship, though the key performance
parameters remain the same as for Phase 1. In addition, the design for several critical
systens—such as the propulsion system, generators, hull structure, and bridge-tayout
remained consistent with the Phase 1 design.

Program Execution

Previously, the program’ s initial operational
to August 2013 because tifie bid protest and the need for structural modifications.
Additionally, the program’ s full operational

to March 2027 because, according to USCG officials, the procurement quantities for the

FRC changed underdhPhase 1 contract. In fiscal years 2010 and 2011, the quantities
decreased from six FRCs per year to four. Under the Phase 2 contract, program officials

said the USCG will be able to purchase four to six FRCs per year. The USCG has
established that the anal procurement quantity will be dictated by funding levels, and a

$143 million gap appears to remain between t

68 GAO-16-338SP p. 17.
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estimated costs through fiscal year 2020. Program officials told GAO that funding

shortfalls could caae further delays going forward, but maintained that the program is still

on track to meet its cost goals. Nonetheless, in June 2014, GAO reported that the USCG
estimated the decision to order fewer ships per y
by $600 million to $800 million beyond its current estimates.

The FRC's projected funding gap may not actually
to fiscal year 2020. The FRC funding plan DHS has presented to Congress does not identify

all of the fundingthe USCG plans to allocate to FRC operations. GAO has reported on

USCG affordability issues since 2011 (GAQ®-743). In April 2015, GAO recommended

DHS account for all of the operations and maintenance funding the USCG is allocating to

its major acquisitin programs in an annual report to Congress. DHS concurred with the

recommendation, but USCG officials told GAO they have made no progress in accounting

for these funding allocations. This issue obscures the size of future funding gaps, and the

actual amont allocated through fiscal year 2015 may be greater than $2.1 billion.

Test Activities

I n 20009, DOT&E approved the FRC program’ s Test an
In 2012, USCG officials updated the TEMP in preparation for IOT&E, which was

conducted in fiscal year 2013 and assessed three
the FRCdid not fully meet any of them. IOT&E also revealed several major deficiencies,

the most significant of which involved the FRC’'s
operating in moderate sea conditions, and the FF

multiple equipment failures during testing. Subsequently, independent testers from the U.S.
Navy concluded the FRC was operationally effective, but not operationally suitable.

USCG officials told GAO penf@manch sinceethei20ipr oved t he F
IOT&E. For example,theye pl aced and successfulwbrked t est ed t he F
with the engine manufacturer to determine the paafse of equipment failures, and have

begun retrofitting thengines. USCG officials stated the FRC has demonstraiaa iheet

all six of its KPPs, but DOT&E will not validate tieRC’ s per f or mance unt il t he
completes its FOT&Ewhich is scheduled for June 2016.

In January 2015, USCG officials told GAO that they wepelating the TEMP again in
preparation for FOT&E,r&d thathey expected DOT&E would approve the updated TEMP
by June 2015. However, it has taken the USCG longeiathiégipated to update the TEMP,
and in September 2018SCG officials stated that they were still working on tipelates.

Other Issues

In May 2015, DHS headquarters reported that the progesired five additional staff,
but in September 201%program officials told GAO that number was down to oFiee
open staff position was for a naval architect, andatfieials said that they were ineh
process of filling theosition.

Program Office Comments [from the Coast Guard]

The FRC program has delivered 15 FRCs and 14 of those have been commissioned. In the
past year, FRCs have rescued 117 undocumented migrants. In a Joint Operation, an FRC
intercepted a smuggling vessel carrying 212 kg of cocaine, worth an estimated value of
over $7 million. The FRC program looks forward to demonstrating the capabilities of the
FRC during FOT&E®

69 GAO-16-338SP pp. 8788.
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This appendi x presents some considerations relat
defense Acquisition.

In di scussions of Navy and Coast Guard shipbuilc
whet her inclyudinn@ & hwghbmuantdi ng contract is pref.
Including a warranty in a shipbuilding contract
mi | iethadr yi t em), while potentially valuable, might
oneit depends on the circumstances of the acqui s
of an acquisition program to state that it i s us
weaker form of a warranty rather than a stronger
Il ncluding a warranty generally shifts to the cor
problems with earlier work. Al though that in its
goversmem@andpoint, a contracter anevgotiaatiyngvi & | c ¢
incorporate that risk into its price, and depenc
doing that, it is possible that the government ¢
item (including fexiwgrlpromltmst witdmeatrhan it w
contract without a warranty.

When a warranty is not included in the contract
with earlier work, those paymentcommentbse fvream vi
observers. But that does not mean that including
government from paying to fix problems with ear/l
the government wil/| i onbdl eeends pwai yt hsboaneert | hii enngi W bor kfiai kxe
the paymenvti siinblteh e bluetssst i I-flr ovretr yc hserad e ffor m rod|
warranty, and that charge might be more than whe
contract rwiarhtow,t tao waay | ater on for fixing thos
From a cost standpoint, including a warranty in
depending on the risk that there wil!l be probl er
costxionfg fsiuch problems, and the cost of includin
that the goal of avoiding highly visible payment
goal of minimizing the cost tarftiher goeoeknameatserp
and different goals, and that pursuing the first
second goal

70 This appendix is adapted from Appendix QRS Testimony TE1001@ptions and Considerations for Achieving
a 355Ship Navyby Ronald O'Rourke

“I't can also be not ed tderadf Navyrskips-General Dynaynicss(GD) and Huntagtogme st b u i
Ingalls Industries (HID—derive about 60% and 96%, respectively, of their revenues from U.S. government work. (See

General Dynamic2016 Annual Reporpage 9 of Form & [PDF page 15 of 88]) anduttington Ingalls Industries,

2016 Annual Reporpage 5 of Form & [PDF page 19 of 134]). These two shipbuilders operate the only U.S.

shipyards currently capable of building several major types of Navy ships, including submarines, aircraft cayeiers, la

surface combatants, and amphibious ships. Thus, even if a warranty in a shipbuilding contract with one of these firms

were to somehow mean that the government did not have pay under the terms of that-eeitieerctip front or later
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The Depart mésntguofdeDeofnenshee use of warranties st a

Federal Acquisition Regulation (FAR) 46t at es t hat “the wuse of warr a
mandatory.” However, if the benefits to be deri ve
with the cost of the warranty, the CO [contracting officer] should consider placing it in the

contract. In determining whetharwarranty is appropriate for a specific acquisition, FAR

Subpart 46.703 requires the CO to consider the nature and use of the supplies and services,

the cost, the administration and enforcement, trade practices, and reduced requirements.

The rationale fousing a warranty should be documented in the contract file....

In determining the value of a warranty, a CBA [ebshefit analysis] is used to measure
the life cycle costs of the system with and without the warranty. A CBA is required to
determine if thewarranty will be cost beneficial. CBA is an economic analysis, which
basically compares the Life Cycle Costs (LCC) of the system with and without the warranty
to determine if warranty coverage will improve the LCCs. In general, five key factors will
drive the results of the CBA: cost of the warranty + cost of warranty administration +
compatibility with total program efforts + cost of overlap with Contractor support +
intangible savings. Effective warranties integrate reliability, maintainability,
supportdility, availability, and lifecycle costs. Decision factors that must be evaluated
include the state of the weapon system technology, the size of the warranted population,
the likelihood that field performance requirements can be achieved, and the warrant
period of performancé.
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on—for fixing prodems with earlier work done under that contract, there would still be a question as to whether the
government would nevertheless wind up eventually paying much of that cost as part of the price of one or more future
contracts the government may have tlvat f

72 Department of Defens®epartment of Defense Warranty Guidkersion 1.0, Septembef@9, accessed July 13,
2017, athttps://www.acq.osd.mil/dpapdpuid/docs/departmentofdefensewarrantyguide[1].doc
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