Congressional
r‘é\ Research Service

Informing the legislative debate since 1914

Navy Frigate (FFG[X]) Program:
Background and Issues for Congress

Updated June 26, 2020

Congressional Research Service

https://crsreports.congress.gov

CRS REPORT
Prepared for Members and

R44972

Committees of Congress



Navy Frigate (FFG[X]) Program: Background and Issues for Congress

Summary

The FFG(X) program is a Navy program to build a class of 20 guided-missile frigates (FFGs).
Congress funded the procurement of the first FFG(X) in FY2020 at a cost of $1,281.2 million
(i.e., about $1.3 billion). The Navy’s proposed FY2021 budget requests $1,053.1 million (i.e.,
about $1.1 billion) for the procurement of the second FFG(X). The Navy estimates that
subsequent ships in the class will cost roughly $940 million each in then-year dollars.

Four industry teams were competing for the FFG(X) program. On April 30, 2020, the Navy
announced that it had awarded the FFG(X) contract to the team led by Fincantieri/Marinette
Marine (F/MM) of Marinette, WI. F/MM was awarded a fixed-price incentive (firm target)
contract for Detail Design and Construction (DD&C) for up to 10 ships in the program—the lead
ship plus nine option ships.

The other three industry teams reportedly competing for the program were led by Austal USA of
Mobile, AL; General Dynamics/Bath Iron Works (GD/BIW) of Bath, ME; and Huntington Ingalls
Industries/Ingalls Shipbuilding (HII/Ingalls) of Pascagoula, MS.

Under the DD&C contact awarded to F/MM, Navy has the option of recompeting the FFG(X)
program after the lead ship (if none of the nine option ships are exercised), after the 10" ship (if
all nine of the option ships are exercised), or somewhere in between (if some but not all of the
nine option ships are exercised).

All four competing industry teams were required to submit bids based on an existing ship
design—an approach called the parent-design approach. F/MM’s design is based on an Italian
frigate design called the FREMM (Fregata Europea Multi-Missione).

As part of its action on the Navy’s FY2020 budget, Congress passed two legislative provisions
relating to U.S. content requirements for certain components of each FFG(X).

The FFG(X) program presents several potential oversight issues for Congress, including the
following:

e the potential impact of the COVID-19 (coronavirus) situation on the execution of
U.S. military shipbuilding programs, including the FGFG(X) program;
e the accuracy of the Navy’s estimated unit procurement cost for the FFG(X),

particularly when compared to the known unit procurement costs of other recent
U.S. surface combatants;

e whether to fund the procurement in FY2021 of one FFG(X) (the Navy’s request),
no FFG(X), or two FFG(X)s;

e whether to build FFG(X)s at a single shipyard at any one time (the Navy’s
baseline plan), or at two or three shipyards;

e whether the Navy has appropriately defined the required capabilities and growth
margin of the FFG(X).

e whether to take any further legislative action regarding U.S. content requirements
for FFG(X)s;

o technical risk in the FFG(X) program;

o the potential industrial-base impacts of the FFG(X) program for shipyards and

supplier firms in the context of other Navy and Coast Guard shipbuilding
programs.
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Introduction

This report provides background information and discusses potential issues for Congress
regarding the Navy’s FFG(X) program, a program to procure a new class of 20 guided-missile
frigates (FFGs). The Navy’s proposed FY2021 budget requests $1,053.1 million (i.e., about $1.1
billion) for the procurement of the second FFG(X).

The FFG(X) program presents several potential oversight issues for Congress. Congress’s
decisions on the program could affect Navy capabilities and funding requirements and the
shipbuilding industrial base.

This report focuses on the FFG(X) program. Other CRS reports discuss the strategic context
within which the FFG(X) program and other Navy acquisition programs may be considered.’

Background

Navy’s Force of Small Surface Combatants (S5Cs)

In discussing its force-level goals and 30-year shipbuilding plans, the Navy organizes its surface
combatants into large surface combatants (LSCs), meaning the Navy’s cruisers and destroyers,
and small surface combatants (SSCs), meaning the Navy’s frigates, LCSs, mine warfare ships,
and patrol craft.? SSCs are smaller, less capable in some respects, and individually less expensive
to procure, operate, and support than LSCs. SSCs can operate in conjunction with LSCs and other
Navy ships, particularly in higher-threat operating environments, or independently, particularly in
lower-threat operating environments.

In December 2016, the Navy released a goal to achieve and maintain a Navy of 355 ships,
including 52 SSCs, of which 32 are to be LCSs and 20 are to be FFG(X)s. Although patrol craft
are SSCs, they do not count toward the 52-ship SSC force-level goal, because patrol craft are not
considered battle force ships, which are the kind of ships that count toward the quoted size of the
Navy and the Navy’s force-level goal.®

At the end of FY2019 the Navy’s force of SSCs totaled 30 battle force ships, including 0 frigates,
19 LCSs, and 11 mine warfare ships. Under the Navy’s FY2020 30-year (FY2020-FY2049)
shipbuilding plan, the SSC force is to grow to 52 ships (34 LCSs and 18 FFG[X]s) by FY2034.

U.S. Navy Frigates in General

In contrast to cruisers and destroyers, which are designed to operate in higher-threat areas,
frigates are generally intended to operate more in lower-threat areas. U.S. Navy frigates perform
many of the same peacetime and wartime missions as U.S. Navy cruisers and destroyers, but
since frigates are intended to do so in lower-threat areas, they are equipped with fewer weapons,

1 See CRS Report RL32665, Navy Force Structure and Shipbuilding Plans: Background and Issues for Congress, by
Ronald O'Rourke; CRS Report R43838, Renewed Great Power Competition: Implications for Defense—Issues for
Congress, by Ronald O'Rourke; and CRS Report R44891, U.S. Role in the World: Background and Issues for
Congress, by Ronald O'Rourke and Michael Moodie.

2 See, for example, CRS Report RL32665, Navy Force Structure and Shipbuilding Plans: Background and Issues for
Congress, by Ronald O'Rourke.

3 For additional discussion of battle force ships, see CRS Report RL32665, Navy Force Structure and Shipbuilding
Plans: Background and Issues for Congress, by Ronald O'Rourke.
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less-capable radars and other systems, and less engineering redundancy and survivability than
cruisers and destroyers.*

The most recent class of frigates operated by the Navy was the Oliver Hazard Perry (FFG-7) class
(Figure 1). A total of 51 FFG-7 class ships were procured between FY1973 and FY1984. The
ships entered service between 1977 and 1989, and were decommissioned between 1994 and 2015.
In their final configuration, FFG-7s were about 455 feet long and had full load displacements of
roughly 3,900 tons to 4,100 tons. (By comparison, the Navy’s Arleigh Burke [DDG-51] class
destroyers are about 510 feet long and have full load displacements of roughly 9,700 tons.®)
Following their decommissioning, a number of FFG-7 class ships, like certain other
decommissioned U.S. Navy ships, have been transferred to the navies of U.S. allied and partner
countries.

Figure I. Oliver Hazard Perry (FFG-7) Class Frigate
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Source: Photograph accompanying Dave Werner, “Fighting Forward: Last Oliver Perry Class Frigate
Deployment,” Navy Live, January 5, 2015, accessed September 21, 2017, at http://navylive.dodlive.mil/2015/01/05/
fighting-forward-last-oliver-perry-class-frigate-deployment/.

4 Compared to cruisers and destroyers, frigates can be a more cost-effective way to perform missions that do not require
the use of a higher-cost cruiser or destroyer. In the past, the Navy’s combined force of higher-capability, higher-cost
cruisers and destroyers and lower-capability, lower-cost frigates has been referred to as an example of a so-called high-
low force mix. High-low mixes have been used by the Navy and the other military services in recent decades as a
means of balancing desires for individual platform capability against desires for platform numbers in a context of
varied missions and finite resources.

Peacetime missions performed by frigates can include, among other things, engagement with allied and partner navies,
maritime security operations (such as anti-piracy operations), and humanitarian assistance and disaster response
(HA/DR) operations. Intended wartime operations of frigates include escorting (i.e., protecting) military supply and
transport ships and civilian cargo ships that are moving through potentially dangerous waters. In support of intended
wartime operations, frigates are designed to conduct anti-air warfare (AAW—aka air defense) operations, anti-surface
warfare (ASuW) operations (meaning operations against enemy surface ships and craft), and antisubmarine warfare
(ASW) operations. U.S. Navy frigates are designed to operate in larger Navy formations or as solitary ships. Operations
as solitary ships can include the peacetime operations mentioned above.

5 This is the displacement for the current (Flight 111) version of the DDG-51 design.
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FFG(X) Program

Meaning of Designation FFG(X)

In the program designation FFG(X), FF means frigate,® G means guided-missile ship (indicating a
ship equipped with an area-defense anti-air warfare [AAW] system),” and (X) indicates that the
specific design of the ship has not yet been determined. FFG(X) thus means a guided-missile
frigate whose specific design has not yet been determined.®

Procurement Quantities and Schedule

Total Procurement Quantity

The Navy wants to procure 20 FFG(X)s, which in combination with the Navy’s required total of
32 LCSs would meet the Navy’s 52-ship SSC force-level goal. Thirty-five (rather than 32) LCSs
were procured through FY2019, but Navy officials have stated that the Navy nevertheless wants
to procure 20 FFG(X)s.

The Navy’s 355-ship force-level goal is the result of a Force Structure Analysis (FSA) that the
Navy conducted in 2016. The Navy conducts a new or updated FSA every few years, and it is
currently conducting a new FSA that is scheduled to be released sometime during 2020. Navy
officials have stated that this new FSA will likely not reduce the required number of small surface
combatants, and might increase it. Navy officials have also suggested that the Navy in coming
years may shift to a new surface force architecture that will include, among other things, a larger
proportion of small surface combatants.

Figure 2 shows a Navy briefing slide depicting the potential new surface force architecture, with
each sphere representing a manned ship or an unmanned surface vehicle (USV). Consistent with
Figure 2, the Navy’s 355-ship goal, reflecting the current force architecture, calls for a Navy with
twice as many large surface combatants as small surface combatants. Figure 2 suggests that the
potential new surface force architecture could lead to the obverse—a planned force mix that calls
for twice as many small surface combatants than large surface combatants—along with a new
third tier of numerous USVs.? Such a force mix, in theory at least, suggests that the Navy might
increase the total planned number of FFG(X)s from 20 to some higher number.

6 The designation FF, with two Fs, means frigate in the same way that the designation DD, with two Ds, means
destroyer. FF is sometimes translated less accurately as fast frigate. FFs, however, are not particularly fast by the
standards of U.S. Navy combatants—their maximum sustained speed, for example, is generally lower than that of U.S.
Navy aircraft carriers, cruisers, and destroyers. In addition, there is no such thing in the U.S. Navy as a slow frigate.

7 Some U.S. Navy surface combatants are equipped with a point-defense AAW system, meaning a short-range AAW
system that is designed to protect the ship itself. Other U.S. Navy surface combatants are equipped with an area-
defense AAW system, meaning a longer-range AAW system that is designed to protect no only the ship itself, but other
ships in the area as well. U.S. Navy surface combatants equipped with an area-defense AAW system are referred to as
guided-missile ships and have a “G” in their designation.

8 When the ship’s design has been determined, the program’s designation might be changed to the FFG-62 program,
since FFG-61 was the final ship in the FFG-7 program. It is also possible, however, that the Navy could choose a
different designation for the program at that point. Based on Navy decisions involving the Seawolf (SSN-21) class
attack submarine and the Zumwalt (DDG-1000) class destroyer, other possibilities might include FFG-1000, FFG-
2000, or FFG-2100. (A designation of FFG-21, however, might cause confusion, as FFG-21 was used for Flatley, an
FFG-7 class ship.) A designation of FFG-62 would be consistent with traditional Navy practices for ship class
designations.

9 For additional discussion of this possible change in surface force architecture, see CRS Report RL32665, Navy Force
Structure and Shipbuilding Plans: Background and Issues for Congress, by Ronald O'Rourke.
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Figure 2. Navy Briefing Slide on Surface Force Architecture

Each sphere represents a ship or a USV
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Source: lllustration accompanying Megan Eckstein, “Sea Hunter Unmanned Ship Continues Autonomy Testing
as NAVSEA Moves Forward with Draft RFP,” USNI News, April 29, 2019. The illustration was also included as
Slide 2 in a Navy briefing entitled “Designing & Building the Surface Fleet: Unmanned and Small Combatants,” by
Rear Admiral Casey Moton at a June 20, 2019, conference of the American Society of Naval Engineers (ASNE).

Notes: Each sphere represents a ship or a USV. LSC means large surface combatant (i.e., cruiser or destroyer);
SSC means small surface combatant (i.e., frigate or Littoral Combat Ship); LUSV means large USV; MUSV means
medium USV. Spheres with multiple colors (the LSCs and SSCs) are ships equipped with a combination of
sensors (green), command and control (C2) equipment (red), and payloads (including weapons) (blue). Spheres
with single colors (the USVs) are equipped with either payloads (blue) or sensors (green).

An April 20, 2020, press report stated (emphasis added):

An internal Office of the Secretary of Defense assessment calls for the Navy to cut two
aircraft carriers from its fleet, freeze the large surface combatant fleet of destroyers and
cruisers around current levels and add dozens of unmanned or lightly manned ships to the
inventory, according to documents obtained by Defense News.

The study calls for a fleet of nine carriers, down from the current fleet of 11, and for 65
unmanned or lightly manned surface vessels. The study calls for a surface force of between
80 and 90 large surface combatants, and an increase in the number of small surface
combatants—between 55 and 70, which is substantially more than the Navy currently
operates.

The assessment is part of an ongoing DoD-wide review of Navy force structure and seem
to echo what Defense Secretary Mark Esper has been saying for months: the Defense
Department wants to begin de-emphasizing aircraft carriers as the centerpiece of the Navy's
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force projection and put more emphasis on unmanned technologies that can be more easily
sacrificed in a conflict and can achieve their missions more affordably....

There are about 90 cruisers and destroyers in the fleet: the study recommended retaining at
least 80 but keeping about as many as the Navy currently operates at the high end.

The Navy’s small surface combatant program is essentially the 20 littoral combat
ships in commission today, with another 15 under contract, as well as the 20 next-
generation frigates, which would get to the minimum number in the assessment of 55
small combatants, with the additional 15 presumably being more frigates.°

Annual Procurement Quantities

Congress funded the procurement of the first FFG(X) in FY2020. The Navy’s FY2021 budget
submission calls for the next nine to be procured during the period FY2021-FY2025 in annual
quantities of 1-1-2-2-3.

Table 1 compares programmed annual procurement quantities for the FFG(X) program in
FY2021-FY2025 under the Navy’s FY2020 and FY2021 budget submissions. The programmed
quantity of three ships in FY2025 under the Navy’s FY2021 budget submission suggests that the
Navy, perhaps as a consequence of a potential new surface architecture like that shown in Figure
2, might increase FFG(X) procurement to a sustained rate of 3 or more ships per year starting in
FY2025.

Table |. Programmed Annual FFG(X) Procurement Quantities
As shown in Navy’s FY2020 and FY202| budget submissions

FY21 FY22 FY23 FY24 FY25 Total FY21-FY25
FY2020 budget 2 2 2 2 2 10
FY2021 budget I | 2 2 3 9

Source: Table prepared by CRS based on Navy’s FY2020 and FY2021 budget submissions.
Ship Capabilities, Design, and Crewing

Ship Capabilities and Design
The Navy envisages the FFG(X) as follows:

e The ship is to be a multimission small surface combatant capable of conducting
anti-air warfare (AAW), anti-surface warfare (ASuW), antisubmarine warfare
(ASW), and electromagnetic warfare (EMW) operations.

e Compared to an FF concept that emerged under a February 2014 restructuring of
the LCS program, the FFG(X) is to have increased AAW and EMW capability,
and enhanced survivability.

o The ship’s area-defense AAW system is to be capable of local area AAW,
meaning a form of area-defense AAW that extends to a lesser range than the area-
defense AAW that can be provided by the Navy’s cruisers and destroyers.

0 David B. Larter, “Defense Department Study Calls for Cutting 2 of the US Navy’s Aircraft Carriers,” Defense News,
April 20, 2020.
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e The ship is to be capable of operating in both blue water (i.e., mid-ocean) and
littoral (i.e., near-shore) areas.

e The ship is to be capable of operating either independently (when that is
appropriate for its assigned mission) or as part of larger Navy formations.

Figure 3 shows a January 2019 Navy briefing slide summarizing the FFG(X)’s planned
capabilities. For additional information on the FFG(X)’s planned capabilities, see Appendix A.'!

Figure 3. Navy Briefing Slide on FFG(X) Capabilities

Presented at Surface Navy Association National Symposium, January 2019

Guided Missile Frigate (FFG(X)) Capabilities
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DISTRIBUTION STATEMENT A. Approved for public release. Distribution is unlimited.

Source: Presentation by Dr. Reagan Campbell, “FFG(X) Update, National Symposium—Surface Navy
Association,” January 15, 2019, briefing slide 3, posted at InsideDefense.com (subscription required), January 22,
2019.

1 RFI: FFG(X) - US Navy Guided Missile Frigate Replacement Program, accessed August 11, 2017, at
https://www.fbo.gov/index?s=opportunity&mode=form&tab=core&id=d089cf61f254538605cdec5438955h8e&
_cview=0.
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Dual Crewing

To help maximize the time that each ship spends at sea, the Navy reportedly is considering
operating FFG(X)s with dual crews—an approach, commonly called blue-gold crewing, that the
Navy uses for operating its ballistic missile submarines and LCSs.*?

Procurement Cost

Congress funded the procurement of the first FFG(X) in FY2020 at a cost of $1,281.2 million
(i.e., about $1.3 billion). The lead ship in the program will be more expensive than the follow-on
ships in the program because the lead ship’s procurement cost incorporates most or all of the
detailed design/nonrecurring engineering (DD/NRE) costs for the class. (It is a traditional Navy
budgeting practice to attach most or all of the DD/NRE costs for a new ship class to the
procurement cost of the lead ship in the class.)

The Navy wants the follow-on ships in the FFG(X) program (i.e., ships 2 through 20) to have an
average unit procurement cost of $800 million to $950 million each in constant 2018 dollars.” By
way of comparison, the Navy estimates the average unit procurement cost of the three LCSs
procured in FY2019 at $523.7 million (not including the cost of each ship’s embarked mission
package), and the average unit procurement cost of the two DDG-51 class destroyers that the
Navy has requested for procurement in FY2021 at $1,918.5 million.

As shown in Table 3, the Navy’s proposed FY2021 budget requests $1,053.1 million (i.e., about
$1.1 billion) for the procurement of the second FFG(X), and estimates that subsequent ships in
the class will cost roughly $940 million each in then-year dollars. The Navy’s FY2021 budget
submission estimates the total procurement cost of 20 FFG(X)s at $19,814.8 million (i.e., about
$19.8 billion) in then-year dollars, or an average of about $990.7 million each. Since the figure of

12 See, for example, David B. Larter, “The US Navy Is Planning for Its New Frigate to Be a Workhorse,” Defense
News, January 30, 2018.

13 See Sam LaGrone, “NAVSEA: New Navy Frigate Could Cost $950M Per Hull,” USNI News, January 9, 2018;
Richard Abott, “Navy Confirms New Frigate Nearly $1 Billion Each, 4-6 Concept Awards By Spring,” Defense Daily,
January 10, 2018: 1; Sydney J. Freedberg Jr., “Navy Says It Can Buy Frigate For Under $800M: Acquisition Reform
Testbed,” Breaking Defense, January 12, 2018; Lee Hudson, “Navy to Downselect to One Vendor for Future Frigate
Competition,” Inside the Navy, January 15, 2018; Richard Abott, “Navy Aims For $800 Million Future Frigate Cost,
Leveraging Modularity and Commonality,” Defense Daily, January 17, 2018: 3. The $800 million figure is the
objective cost target; the $950 million figure is threshold cost target. Regarding the $950 million figure, the Navy states
that

The average follow threshold cost for FFG(X) has been established at $950 million (CY18$). The
Navy expects that the full and open competition will provide significant downward cost pressure
incentivizing industry to balance cost and capability to provide the Navy with a best value solution.
FFG(X) cost estimates will be reevaluated during the Conceptual Design phase to ensure the
program stays within the Navy’s desired budget while achieving the desired warfighting
capabilities. Lead ship unit costs will be validated at the time the Component Cost Position is
established in 3 QTR FY19 prior to the Navy awarding the Detail Design and Construction
contract.

(Navy information paper dated November 7, 2017, provided by Navy Office of Legislative Affairs
to CRS and CBO on November 8, 2017.)

The Navy wants the average basic construction cost (BCC) of ships 2 through 20 in the program to be $495 million per
ship in constant 2018 dollars. BCC excludes costs for government furnished combat or weapon systems and change
orders. (Source: Navy briefing slides for FFG(X) Industry Day, November 17, 2017, slide 11 of 16, entitled “Key
Framing Assumptions.”)
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$19,814.8 million is a then-year dollar figure, it incorporates estimated annual inflation for
FFG(X)s to be procured several years into the future.

Acquisition Strategy

Parent-Design Approach

The Navy’s plan to procure the first FFG(X) in FY2020 did not allow enough time to develop a
completely new design (i.e., a clean-sheet design) for the FFG(X).! Consequently, the FFG(X) is
to be built to a modified version of an existing ship design—an approach called the parent-design
approach. The parent design can be a U.S. ship design or a foreign ship design.'®

Using the parent-design approach can reduce design time, design cost, and cost, schedule, and
technical risk in building the ship. The Coast Guard and the Navy are currently using the parent-
design approach for the Coast Guard’s Polar Security Cutter (i.e., polar icebreaker) program.®
The parent-design approach has also been used in the past for other Navy and Coast Guard ships,
including Navy mine warfare ships'’ and the Coast Guard’s new Fast Response Cutters (FRCs).18

No New Technologies or Systems

As an additional measure for reducing cost, schedule, and technical risk in the FFG(X) program,
the Navy envisages developing no new technologies or systems for the FFG(X)—the ship is to
use systems and technologies that already exist or are already being developed for use in other
programs.

Number of Builders

The Navy’s baseline plan for the FFG(X) program envisages using a single builder at any one
time to build the ships. The Navy has not, however, ruled out the option of building the ships at
two or three shipyards at the same time. Consistent with U.S. law,® the ship is to be built in a
shipyard located in the United States, even if it is based on a foreign design.

14 The Navy states that using an acquisition strategy involving a lengthier requirements-evaluation phase and a clean-
sheet design would defer the procurement of the first ship to FY2025. (Source: Slide 3, entitled “Accelerating the
FFG(X),” in a Navy briefing entitled “Designing & Building the Surface Fleet: Unmanned and Small Combatants,” by
Rear Admiral Casey Moton at a June 20, 2019, conference of the American Society of Naval Engineers [ASNE].)

15 For articles about reported potential parent designs for the FFG(X), see, for example, Chuck Hill, “OPC Derived
Frigate? Designed for the Royal Navy, Proposed for USN,” Chuck Hill’s CG [Coast Guard] Blog, September 15, 2017;
David B. Larter, “BAE Joins Race for New US Frigate with Its Type 26 Vessel,” Defense News, September 14, 2017;
“BMT Venator-110 Frigate Scale Model at DSEI 2017,” Navy Recognition, September 13, 2017; David B. Larter, “As
the Service Looks to Fill Capabilities Gaps, the US Navy Eyes Foreign Designs,” Defense News, September 1, 2017;
Lee Hudson, “HII May Offer National Security Cutter for Navy Future Frigate Competition,” Inside the Navy, August
7,2017; Sydney J. Freedberg Jr., “Beyond LCS: Navy Looks To Foreign Frigates, National Security Cutter,” Breaking
Defense, May 11, 2017.

16 For more on the polar security cutter program, including the parent-design approach, see CRS Report RL34391,
Coast Guard Polar Security Cutter (Polar Icebreaker) Program: Background and Issues for Congress, by Ronald
O'Rourke.

17 The Navy’s Osprey (MCM-51) class mine warfare ships are an enlarged version of the Italian Lerici-class mine
warfare ships.

18 The FRC design is based on a Dutch patrol boat design, the Damen Stan Patrol Boat 4708.

1910 U.S.C. 8679 requires that, subject to a presidential waiver for the national security interest, “no vessel to be
constructed for any of the armed forces, and no major component of the hull or superstructure of any such vessel, may
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U.S. Content Requirements for Components

FY2020 Legislation

As part of its action on the Navy’s FY2020 budget, Congress passed two provisions relating to
U.S. content requirements for certain components of each FFG(X).

Section 856 of the FY2020 National Defense Authorization Act (S. 1790/P.L. 116-92 of
December 20, 2019) states

SEC. 856. APPLICATION OF LIMITATION ON PROCUREMENT OF GOODS
OTHER THAN UNITED STATES GOODS TO THE FFG-FRIGATE PROGRAM.

Notwithstanding any other provision of law, amounts authorized to carry out the FFG—
Frigate Program may be used to award a new contract that provides for the acquisition of
the following components regardless of whether those components are manufactured in the
United States:

(1) Auxiliary equipment (including pumps) for shipboard services.

(2) Propulsion equipment (including engines, reduction gears, and propellers).
(3) Shipboard cranes.

(4) Spreaders for shipboard cranes.

Section 8113(b) of the FY2020 DOD Appropriations Act (Division A of H.R. 1158/P.L. 116-93 of
December 20, 2019) states

SEC. 8113....

(b) None of the funds provided in this Act for the FFG(X) Frigate program shall be used to
award a new contract that provides for the acquisition of the following components unless
those components are manufactured in the United States: Air circuit breakers;
gyrocompasses; electronic navigation chart systems; steering controls; pumps; propulsion
and machinery control systems; totally enclosed lifeboats; auxiliary equipment pumps;
shipboard cranes; auxiliary chill water systems; and propulsion propellers: Provided, That
the Secretary of the Navy shall in corporate United States manufactured propulsion engines
and propulsion reduction gears into the FFG(X) Frigate program beginning not later than
with the eleventh ship of the program.

Additional Statute and Legislation

In addition to the two above provisions, a permanent statute—10 U.S.C. 2534—requires certain
components of U.S. Navy ships to be made by a manufacturer in the national technology and
industrial base.

In addition, the paragraph in the annual DOD appropriations act that makes appropriations for the
Navy’s shipbuilding account (i.e., the Shipbuilding and Conversion, Navy, or SCN, appropriation
account) has in recent years included this proviso:

be constructed in a foreign shipyard.” In addition, the paragraph in the annual DOD appropriations act that makes
appropriations for the Navy’s shipbuilding account (the Shipbuilding and Conversion, Navy account) typically contains
these provisos: “ ... Provided further, That none of the funds provided under this heading for the construction or
conversion of any naval vessel to be constructed in shipyards in the United States shall be expended in foreign facilities
for the construction of major components of such vessel: Provided further, That none of the funds provided under this
heading shall be used for the construction of any naval vessel in foreign shipyards.... ”
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. Provided further, That none of the funds provided under this heading for the
construction or conversion of any naval vessel to be constructed in shipyards in the United
States shall be expended in foreign facilities for the construction of major components of

such vessel....

10 U.S.C. 2534 explicitly applies to certain ship components, but not others. The meaning of
“major components” in the above proviso from the annual DOD appropriations act might be

subject to interpretation.

Navy Perspective on FY2020 Legislative Provisions
Regarding the two FY2020 legislative provisions discussed above, the Navy states:

In order to comply with the law, the FFG(X) Detail Design & Construction (DD&C)
Request For Proposal (RFP) Statement of Work (SOW) was amended to include the

following requirements:

C.2.21 Manufacture of Certain Components in the United States

“Per Section 8113(b) of P.L. 116-93: Consolidated Appropriations Act, 2020, the
Contractor shall ensure that the following components are manufactured in the United
States for each FFG(X) ship: air circuit breakers; gyrocompasses; electronic navigation
chart systems; steering controls; pumps; propulsion and machinery control systems; totally
enclosed lifeboats; auxiliary equipment pumps; shipboard cranes; auxiliary chill water

systems; and propulsion propellers.”
C.2.22 Engine and Reduction Gear Study (Item 0100 only)

“The Contractor shall conduct and develop an Engine and Reduction Gear Study
(CDRL A019) documenting the impacts of incorporating United States manufactured
propulsion engines and propulsion reduction gears into the FFG(X) design starting

with the fourth, sixth, eighth, tenth, and eleventh FFG(X) ship.”

The Navy has assessed the impact of implementing the first part of Section 8113(b) of P.L.
116-93: Consolidated Appropriations Act, 2020, which states “None of the funds provided
in this Act for the FFG(X) Frigate program shall be used to award a new contract that
provides for the acquisition of the following components unless those components are
manufactured in the United States: Air circuit breakers; gyrocompasses; electronic
navigation chart systems; steering controls; pumps; propulsion and machinery control
systems; totally enclosed lifeboats; auxiliary equipment pumps; shipboard cranes; auxiliary
chill water systems; and propulsion propellers,” for prospective shipbuilders and has
determined the impact is low. The impact of the second part of Section 8113(b) of P.L.
116-93: Consolidated Appropriations Act, 2020, which states “That the Secretary of the
Navy shall incorporate United States manufactured propulsion engines and propulsion
reduction gears into the FFG(X) Frigate program beginning not later than with the eleventh
ship of the program,” is unknown at this time. After DD&C contract award, the impact
study from the selected FFG(X) shipbuilder will be delivered to the Navy. The Navy will
use these impacts to develop the requested report to Congress no later than six months after

contract award.?°

Competing Industry Teams

As shown in Table 2, four industry teams competed for the FFG(X) program. Two of the teams—

one including Fincantieri/Marinette Marine (F/MM) of Marinette, W1, and another including

20 Navy information paper on FFG(X) program dated March 27, 2020, provided to CRS and CBO by Navy Office of

legislative Affairs, April 14, 2020.
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General Dynamics/Bath Iron Works (GD/BIW) of Bath, ME—used European frigate designs as
their parent design. A third team—a team including Austal USA of Mobile, AL—used the Navy’s
Independence (LCS-2) class Littoral Combat Ship (LCS) design, which Austal USA currently
builds, as its parent design. A fourth team—a team including Huntington Ingalls Industries/Ingalls
Shipbuilding (HII/Ingalls) of Pascagoula, MS—has not disclosed what parent design it used.

For additional background information on the competing industry teams, see Appendix B.

Table 2. Industry Teams Reportedly Competing for FFG(X) Program

Industry team leader Parent design Shipyard that would build the ships
Austal USA Independence (LCS-2) class LCS design ~ Austal USA of Mobile, AL

Fincantieri Marine Italian Fincantieri FREMM (Fregata Fincantieri/Marinette Marine (F/MM) of
Group Europea Multi-Missione) frigate Marinette, WI

General Dynamics/Bath Spanish Navantia Alvaro de Bazin-class ~ General Dynamics/Bath Iron Works

Iron Works F100 frigate (GD/BIW) of Bath, ME

Huntington Ingalls [Not disclosed] Huntington Ingalls Industries/ Ingalls
Industries Shipbuilding (Hll/Ingalls) of Pascagoula, MS

Source: Sam LaGrone and Megan Eckstein, “Navy Picks Five Contenders for Next Generation Frigate FFG(X)
Program,” USNI News, February 16, 2018; Sam LaGrone, “Lockheed Martin Won’t Submit Freedom LCS Design
for FFG(X) Contest,” USNI News, May 28, 2019. See also David B. Larter, “Navy Awards Design Contracts for
Future Frigate,” Defense News, February 16, 2018; Lee Hudson, “Navy Awards Five Conceptual Design Contracts
for Future Frigate Competition,” Inside the Navy, February 19, 2018.

Detail Design and Construction (DD&C) Contract

The FFG(X) contract that the four industry teams competed for is a Detail Design and
Construction (DD&C) contract for up to 10 ships in the program—the lead ship plus nine option
ships. Under such a contract, the Navy has the option of recompeting the program after the lead
ship (if none of the nine option ships are exercised), after the 10" ship (if all nine of the option
ships are exercised), or somewhere in between (if some but not all of the nine option ships are
exercised).

As a means of reducing their procurement cost, the Navy may convert the DD&C contract into a
multiyear contract known as a block buy contract to procure the ships.?! The request for proposals
(RFP) for the DD&C contract stated: “Following contract award, the Government may designate
any or all of [the nine option ships] as part of a ‘Block Buy.” In the event that a Block Buy is
enacted under the National Defense Authorization Act in future fiscal years, the Contractor shall
enter into negotiations with the Government to determine a fair and reasonable price for each
item under the Block Buy. The price of any ship designated as part of the Block Buy shall not
exceed the corresponding non-Block Buy price.”??

2L For more on block buy contracting, see CRS Report R41909, Multiyear Procurement (MYP) and Block Buy
Contracting in Defense Acquisition: Background and Issues for Congress, by Ronald O'Rourke.

22 FFG(X) Guided Missile Frigate Detail Design & Construction, Solicitation Number: N0002419R2300, June 20,
2019, p. 51 of 320, accessed June 25, 2019, at https://www.fbo.gov/index?s=opportunity&mode=form&id=
d7203a2dd8010b79ef62e67ee7850083&tab=core& cview=1.
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Contract Award

Under the Navy’s FY2021 budget submission, the DD&C contract was scheduled to be awarded

in July 2020. The Navy, however, moved up the date for awarding the contract and announced on

April 30, 2020, that it had awarded the FFG(X) contract to the industry team led by F/MM. The

contract award announcement states:

No protests of the Navy’s FFG(X) contract award were filed during the 30-day period for filing

Marinette Marine Corp., Marinette, Wisconsin, is awarded a $795,116,483 fixed-price
incentive (firm target) contract for detail design and construction (DD&C) of the FFG(X)
class of guided-missile frigates, with additional firm-fixed-price and cost reimbursement
line items. The contract with options will provide for the delivery of up to 10 FFG(X) ships,
post-delivery availability support, engineering and class services, crew familiarization,
training equipment and provisioned item orders. If all options are exercised, the cumulative
value of this contract will be $5,576,105,441. Work will be performed at multiple locations,
including Marinette, Wisconsin (52%); Boston, Massachusetts (10%); Crozet, Virginia
(8%); New Orleans, Louisiana (7%); New York, New York (6%); Washington, D.C. (6%),
Sturgeon Bay, Wisconsin (3%), Prussia, Pennsylvania (3%), Minneapolis, Minnesota
(2%); Cincinnati, Ohio (1%); Atlanta, Georgia (1%); and Chicago, Illinois (1%). The base
contract includes the DD&C of the first FFG(X) ship and separately priced options for nine
additional ships.... Fiscal 2020 shipbuilding and conversion (Navy) funding in the amount
of $795,116,483 will be obligated at time of award and will not expire at the end of the
current fiscal year. This contract was competitively procured via the Federal Business
Opportunities website and four offers were received. The Navy conducted this competition
using a tradeoff process to determine the proposal representing the best value, based on the
evaluation of non-price factors in conjunction with price. The Navy made the best value
determination by considering the relative importance of evaluation factors as set forth in
the solicitation, where the non-price factors of design and design maturity and objective
performance (to achieve warfighting capability) were approximately equal and each more
important than remaining factors.?

such protests.?*

Regarding the Navy’s source-selection process for the FFG(X) competition, the Navy’s position
is that, consistent with DOD source-selection procedures, the source-selection process for the
FFG(X) competition was carefully sealed off from any potential outside influence, including

political influence; that any such influence would be highly improper; and that the Navy’s source-
selection influence reflected no such influence.?®

A June 25, 2020, press report states:

In what sounded like a confession that his administration is corruptly using federal funds
to boost his re-election campaign, President Donald Trump told workers at a shipyard in
Wisconsin on Thursday that “one of the big factors” in the Navy awarding a $5.5 billion
contract to their firm was, “your location in Wisconsin, if you want to know the truth.”

The president’s startling admission came as he veered off-script during a speech to
employees of Fincantieri Marinette Marine, the firm chosen by the Navy on April 30 to

2 Department of Defense, “Contracts For April 30, 2020,” accessed April 30, 2020, at

https://www.defense.gov/Newsroom/Contracts/Contract/Article/2171906/. See also PEO USC Public Affairs, “US

Navy Awards Guided Missile Frigate (FFG(X)) Contract,” Navy News Service, April 30, 2020.

24 See, for example, Megan Eckstein, “Navy Receives No Protests Over FFG(X) Frigate Award to Fincantieri; Detail

Design Process Begins,” USNI News, June 3 (updated June 12), 2020.

% Sources: Email exchange between CRS and Navy Office of Legislative Affairs, June 26, 2020; Navy briefing to CRS
and CBO on the FFG(X) contract award, June 19, 2020; and previous Navy briefings to CRS and CBO on the FFG(X)

program.
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build 10 new guided-missile frigates for its FFG(X) program. The Wisconsin firm was
chosen over rivals that build ships in Alabama, Mississippi and Maine—three states that
are far less important in the electoral college.

As he read aloud a description that the frigates would be the “fastest, most advanced, and
most maneuverable combat ships anywhere on the ocean,” Trump looked up and ad-libbed:
“I hear the maneuverability is one of the big factors that you were chosen for the contract.
The other is your location in Wisconsin, if you want to know the truth.”...

The president’s remarks, which were transcribed by the White House, could be grounds
for one of the three firms that lost out on the contract—Ingalls Shipbuilding of Pascagoula,
Mississippi, Austal USA of Mobile, Alabama and Bath Iron Works of Bath, Maine—to file
a protest with the Government Accountability Office’s Procurement Law Division. As the
U.S. Naval Institute’s news site reported earlier this month, none of the firms contested the
decision during the 30-day period after the bid was accepted, which is normally when
protests are filed. But there is nothing normal about the commander-in-chief publicly
admitting that the government contracting process was corrupted by political
considerations.

A spokesperson for Ingalls declined to comment on the president’s remarks. Austal USA
and Bath Iron Works did not immediately reply to questions from The Intercept about
whether they might file a protest given this new information.

A spokesman for James Geurts, the assistant secretary of the Navy for research,
development and acquisition, who oversees more than $100 billion in spending each year,
also did not reply to a request for comment....

In another portion of the speech devoted to praising himself, Trump also claimed that he
had personally intervened in the design of the new Navy frigate. “The ships that they were
building, they looked terrible. I changed designs. I looked at it. I said, ‘That’s a terrible
looking ship. Let’s make it beautiful. It’ll cost you the same, and maybe less,” the president
told workers at the shipyard.

Design Selected for FFG(X) Program

Figure 4 shows an artist’s rendering of F/MM’s design for the FFG(X). As shown in Table 2,
F/MM’s design for the FFG(X) is based on the design of Fincantieri’s FREMM (Fregata Europea
Multi-Missione) frigate, a ship that has been buil