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SUMMARY OF SUBIECT MATTER

TO: Members of the Subcommiites on Coast Guard and Maritdme
Transportation

FROM: Subcommitiee on Coast Guard and Maritime Transportation Statf

SUBJECT:  Hearing on “A Review of Coast Guard Acquisition Programs and Policies”

Purrost oF THE HEARING

The Subcommittee on Coast Guard and Maritime Transportaton will meet on Thursday,
March 11, 2010, ar 10:00 am,, in room 2167 of the Raybura House Office Building to examine the
Coast Guard’s curtent aequisition programs, as well as the policies and procedures the service is
iplementing 1o strengthen its manageraent of the entire acquisition pro

BACKGROUND
1. Coast Guard’s Acquisition, Construction, and Improvement Budget

Coast Guard capital expenditares are funded through the approprations made by Congres
to it for the Acquisition, Construction, and Improvement (AC&T) account, which funds expenses
related to “acquisition, construction, renovation, and improvement of alds to navigy

ation, shore

and maintenance, rehabiittation,
and equipment.”’ The Presidents fiscal vear (FY) 2011 budget
requests $1.38 billion for the AC&T account. This request would be approximately $155 million

below the $1.54 billion enacted for the AC&I account in FY 2010,

facilities, vessels, and aireraft, including equipment related therer
tease and operation of facl

The largest single acquisition program funded through the AC&T budget i« the Deepwater

acquisition program, which received $1.15 billion in enacted funding in FY 2010 and for which
SL U billion @ requested by the Administration for Y 2001

* Consolidared Se

v, Disasrer Assistance, anct Contdnuing Appropriations Acr, 2009, Pab, Lo 110320 (2008)
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1L Coast Guard AC&] Projects

The chart below details AC&I acquisition initiatives with individual Acquisition Program
Baselines (APB) exceeding $10 million.

Coast Guard Acquisition Directorate
AC&I Projecis with Baseline Costs Exceeding $10 Million

Name of Project Brief Description Estimared | Anticipated | Estimated | Anticipated
Cost Date of Cost Date of
As of Completion ($in Completion
3/24/09 As of Millions)
(S 3/24/09
Millions
. DEEPWATER PROCUREMENTS
National Security Cutter | Acquire eight NSCs to replace 12 $4,749 FY 16 $4.749 FY 16
(NSC) existing 378-foot high endurance
(Legacy Class) cutters (FIFCs).
Offshore Patrol Cutter Acquire 25 cutters to replace $8,008 FY 21 (58.098) TBD
existing 270-foot and 2t0-foot
medium endurance cutters.
Fast Response Cutter Acquire up to 38 cutrers (153.5 $3.206 FY 12 $3.928 Y 22
(FRC) (Sentinel Class) | feern length) to provide constal (APB
and high seas response capability. approved
8/25/09)
Cutter Small Boats Acquire 33 cutter small boats that Sty FY 27 Stiyr= TBD
are 36 feet in length and 99 cutter
small boats that are 23 feet in
length to launch from and
SUPP()KI cutter ()p(‘anmS.
110-foot to 123-foot Program was intended to exiend $95 Discontinued $95 iscomtinucd
Patrol Boat Extension existing 110-foot patrol boats to
123 feet. Program was
discontinued after failure of cight
extended vessels
HC-H4A (Maritime Purchase 36 r Maritime Parrol $2,222.6 1Y 20 Y20
Patrol Aircraft) Adreratt (CASA models).
C4ISR Install CHSR? information $1,333 FY 14 TBD

technology n CG stations to
provide operationally relevant
information ro Coast Guard
commanders to support ctfective

exercise of authority and the

monitoring of assipned forces

TCAIRR stauds for Command, Conrrol, Commuaicanions, Compurers, Tarelligence, Surveillance, and Reconnussance

Systems.

[
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across the full range of Coast
Guard operations.

HC-130] Fleet Missionize six existing long range $1388 Fy o9 $1625 Y10
Introduction surveillance aircraft by installing (APB
mission electronics, CHSR approved
upgrades, surface scarch radar, 5/22/09)
and other information techaology
systems.
HC-130H Conversion/ Install structural enhancements, SO0 FY 17 $690 'y 17
Sustainment surface seacch radar, and (APB
upgraded digital electronics on 16 approved
existing HC-130H aireraft to 6/19/09)
extend their service lives 1o 2033,
HH-60} Conversion Provide avionics upgrades, engine $451 FY 19 $451 FY 20
suseainment upgrades, and other
improvements to extend the lives
of 42 existing medium recovery
i aireraft.
HH-65 Conversion/ Provide upgrades 1o extend the so01.2 FY 13 $1,133.6 Y 17
Sustainment service lives of 102 existing HH- (APB
65 helicopters, including installing approved
airborne use of force equipment 5/22/09
and CHSR muln-fanction display
SCTCENS.
Unmanned Acrial Obtain a UAS for use on the D $503 TBD (3503)** TBD
System (UAS) and other assers. The Coast
Guard is currently using Research,
Development, Testing, and
Frvaluation (RDT&E) to further
maritime technology development
tor the UAS and to inform
acquisition strategies.
Patrol Boat Sustainment | Provide system upgrades to §179.7 FY 13 $1799 FY 13
sustain 20 existing 110-foot patrol (APB
boats by installing major system approved
upgrades and completing repairs 12/11/08)
to internal structures
Medium Endurance Sustain 14 existing 210-foot $296.8 KY 16 $296.8 FY 16
Cutter (MEC) cutters and 26 270-foot cutters by
Sustainment providing mission cffectivencss
upgrades,
Deepwater Logistics/ Strengthen Coast Guard logistics 3481 TBD (S481)7” TBD

Logistics Information
Management System

(LIMS)

integration management systems
1o support operational
cttectiveness, including
development of Coast Guard
LIMS and modificavon of shore
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facilitics to support Deepwater 1’

I

assets.

ADDITIONAL DEEPWATER PROGRAM ACQUISITION ACTIVITIES
Government Program Cost of management provided by $1,518 $1,518
Management Costs Coast Guard Acquisition

Directorate personnel and other
personnel, encompassing such
activitics as technical reviews,
technology analysis, testing and
evaluation, and performance

S Wil fikely Wil likely
MONHOring. ( tf ( f
3 T - - continuc for continue for
Systems Engineering Perform necess: $1.118 $1,118
i . - as long as as long as
engincering activitics 10 support < -
N Decpwater Deepwater
acquisition efforts and ensure
o . . . .~ pr()grams Prng?\!T]S
effective integration of acquired g
" confinue. continue,
assets.
Technology Encompasses pre-planned S345 $345
Obsolescence replacement costs for C4ISR
Prevention hardware and software associated

with the multi-year nature of this
ion effort.

Total $26,376 $27,434

#* Bstimated costs represent the project specific allocation within the total Integrated Deepwater
System (HDS) cost, per the 1DS APB version 1.1 approved by the Department of FHomeland Security
(DIIS) on May 15, 2007. Costs and/or schedule are under review pursuant to the development of
an individual asset-based APB.
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NON-DEEPWATER ACQUISITIONS

Coastal Patrol Boat

Acquire 69 mulii-mission 87-foot
patrol boats to replace aging 82-
foot patrol boats.

$357

FY 09

$357

FY 10

Response Boat-
Medium

Acquire 180 new station boats to
replace aging 41-foot utility boats,

610

FY 15

$610

FY 15

Rescue 21

Install advanced command,
control, and communications
em in all 39 Coast Guard
scetors to upgrade search and
rescue capabilities and imaprove
ion performance in coastal

feed

ZO0es,

$1.066

W17

$1.066

FY 17

Nationwide
Automatic
Identification System
(NAIS)

NAIS 15 a system by which ships
provide notification of their
positions. This project involves
the installation of the necessary
communications, network, and
processing equipment to enable
the Coast Guard to teack vessels’
NAIS dara.

$276.8

FY 13

$276.8

FY 13

Command 21

Per section 108 of the Safe Port
Act, create Sector Command
Centers and establish new joint,
coordinated interagency
operations centers combining
personnel from the Coast Guard,
the Federal Bureau of
Investigation, and Customs and
Border Protection to ensure
effective situational awareness and
emergency response. Command-
21 encompasses the development
of thesc ceaters.

TBD

B>

TBD

1BD

HIN Integrated Deepwater Acquisition Program

The Coast Guard’s Deepwater program is a multi-y

ar acquisition program that will upgrade

or replace the service’s existing surface and air assets; the program will also modernize the command
and control information technology

stems that the service relies on 1o manage asset deployments.

The Coast Guard began conceprualizing the Deepwater acquisitions in the 1990s. Given the
complexity of the intended procurements, the service decided to follow the lead of the Department
of Defense and engage a private firm to serve as a Lead Systems Integrator (1
manage the acquisition process and integeate the acquired a
t0 share a common operating picture (the common view of current operational activities obained
using information technology systems), The Deepwater LSTs cesponsibilities were to include

This firm was to

s e a system-ot-

tems, which are
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selecting the individual asscts - and quantity of assets -- to be procured to create the Deepwater
systemn-of-systermns. As a system-of-systems, Deepwater was priced as a single system (individual
asset procurements were not priced individually); additionally, testing and operational assessments
were to be performed on the system ag a whole rather than at the level of individual assets.

At the conclusion of 2 competition involving three industrial teams, the Lockheed
Martin/Northrop Grumman team (which operated through a joint venture called the Integrated
Coast Guard System [ICGS)) was awarded a $17 billion, Indefinite Delivery/ Indefinite Quantity
(IDIQ) in June 2002 for the Deepwater procurements. The initial five-year contract included five
additional five-year options — meaning that the contract could have been in place for up to 25 years.”

Almost from the signing of the Deepwater contract, the Coast Guard encountered
challenges in managing the LSL Because of the complexity of the effort, the Coast Guard decided
to manage the Deepwater program outside its existing acquisition management structures. Coast
Guard program managers (PMs), who should have been ultimately responsible for the performance
of individual procurement efforts under Deepwater, functioned more as “ream members” rather
than as managers with full authority over all project decisions. Other problems both with the overall
management of the Deepwater program and with the acquisition of individual assets were
documented by the Government Accountability Office (GAO), the Department of Homeland
Security’s Oftice of Inspector General (DHS’s OIG), and the Defense Acquisition University, which
was engaged by the Coast Guard to conduct a review of Deepwater and which tssued tts findings in
February 2007.

Perhaps the most highly publicized failure in the early years of the Deepwater program was
the cffort to lengthen cexisting 110-foot patrol boats to 123 feer and install new, upgraded
information technology suites into the boats. The original task order for this procurement was
issucd on August 2, 2002; in June 2005, the Coast Guard decided that the conversion process would
be suspended at eight boats because “the converted cutters lacked adequate capabilitics to meet their
expanded post 9/11 operational requircmcnts.’” Tn November 2006, the eight converted boats were
removed from service due to concerns about their operational safety. Fxaminations of the vessels
conducted just prior to their removal from service found that they had “significant buckling,”
“displayed deck cracking and hull deformation,” and had “developed shaft alignment problems

related to other structure ssues.””

On May 19, 2006, the Coast Guard awarded an additional award term totaling 43 months 1o
the TCGS consortium, which extended the contract through January 2011.% Unlike the first contract
award, however, this contract extension did not guarantee any quanuoty of assets to be procured
from [CGS.

At a hearing convened by the Subcommittee on Coast Guard and Maritime Transportation
on March 24, 2009 to examine the Deepwater procurements, the Coast Guard siated that on that
morning, it had signed a bilateral agreement with the ICGS weam which stated, “{tjhe Government

YULS. Coast Guard, Report on the Resised Deepuater Implonentation Plan 2005 (2003}, ar 3

' Coust Guard Press Release, Coust Guenrd Suspends Converted Patol Boat Operations (November 30, 2006),
bupss Ssannpiemsystenieomy goasdoc TR LIEROT 2

.

CGNOY, Steatars of Sehected Aspects of the Coast Gannd's Deepprarter Program (Marxch 11, 2008)

b2
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has determined that it is in the best interest not to award any future award terms after January 2+4th,
2011. Therefore, by this modification, the parties agree that for the purposc of ordering any new
contractual requirements the rights and obligations of both parties will expire when this award term
ends, January 24th, 201 177 As such, no further cxtensions of the Coast Guard’s IDIQ Deepwater
contract with the ICGS team arc expected.

In April 2007, the Coast Guard announced a series of major changes in its management of
Decpwater ~ changes that would also affect its management of all its acquisition etforts.
Specifically, Admiral Thad Allen, Commandant of the Coast Guard, announced that the service
would:

» Assume the role of LSI for all Deepwater assets and other major acquisitions as appropriate;

» Assume responsibility for life cycle logistics functions for Deepwater asscts;

» Expand the role of the American Bureau of Shipping and other third-parties as appropriate
to ensure assets meet design and construction standards;

> Work with the ICGS team to resolve outstanding contract issues pertaining to the NSC;

> Consider procuring assets directly from prime vendors when this was in the best interests of
the goverament; and,

> Convene regular meetings between the Commandant and the ICGS team to adjudicate and

o P
resolve Deepwater contracting issues.

Concomitant with these changes, the Coast Guard began reorganizing its acquisition
processes. The Coast Guard also began to move away from the system-of-systems acquisition
approach and toward a more traditional, asset-by-asset acquisition approach in which the acquisition
of each asset is managed and assessed as an individual procurement.

After announcing the changes to its management of the Deepwater procurcments, the Coast
Guard began developing APBs tor cach acquisition project contained within the Decpwaier
program. Consequendly, the overall Deepwater APB will not be updated again, As individual APBs
for individual asset procurements are developed, the costs for some of the assets are exceeding the
initial estimates developed for the assets when Deepwater was treated as a system-of-systems with a
single program APB. The total costs of the Deepwater program now appear to be approaching {or
even exceeding) $27 billion. This does not include any plans to replace or maintain polar
icebreaking capabilitics or recapitalize aging buoy tenders.

V. Acquisition Processes

The Coast Guard is now one of the 22 Federal agencies combined within the DIIS,

DHIS’s current acquisition policy is established in the Department’s Acquisition Dircctive
102-01 which was signed on January 20, 2010, Within each constituent agency of DS, the ageney
can nominate a Component Acquisition Executive (CAE) who is 1o be responsible tor managing the
acquisition portfolio within that agency; this individual may also execute acquisiion management

" Tesumony of Rear \dmiral Gary Blore betore the Subcommuttee on Coast Guard and Mariime Trnsportation
(March 24, 2009), at 9.

SN Coast Guard Press Release, Sratement by ADM Thad Allen on the Converted 123-Foot Patrol Boats and Changes
to the Deepwater Acguisition Program {April 17, 2007), hupas Swwew plerssystaimae e go/doe /780, 1343077

~d
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authorities within the agency for Level IT] investments as directed by the head of the agency and
Level 11 acquisitions as delegated.

As set forth in Directive 102-01, acquisition efforts are divided into three levels, based on
the life cycle cost of the acquisition. The term “life cycle cost” is broadly defined to include all costs
associated with the development of an acquisition cffort, including the cost of developing an asset's
technology, the cost of acquiring and deploying the asset, and the cost of operating and eventually
disposing of the asset. The use of the life cycle cost metric is intended to provide a complete picture
of the total costs associated with acquiring and operating an asset over time (including as the asset
ages).

Levels of Acquisition Programs within the Coast Guard

Investment Level Definition
Level T Programs that exceed $1 billion in life cycle costs.
Level 11 Programs with life cycle costs berween $300 million and $t
billion.
Level ITT Programs with life cycle costs that are less than $300 million;
oversight resides with the Component Head.

Individual acquisition programs are led by PMs. In the Coast Guard, PMs can be either
military officers or members of the civil service. PMs achieve varying levels of certification based on
their education and professional experience in acquisition management; level 11T certification is the
highest level of certification available to a PM. There is currendy no law specifying that Level IT1-
certified PMs are required to be assigned to the largest procurement efforts; however, the Coast
Guard has indicated that it assigns a Level [H-certified PM to cach of its largest acquisition ctforts
(Level I procurements).

According to Directive 102-01, the individual PMs assigned to each acquisition program are
“responsiblc for managing their assigned acquisitions and for ensuring that they effectively dcliver
required capability (i.e., performance) to their customers while remaining within the allocated
resources (1.e., cost and schedule) provided by their organizations. If a program breaches an
approved APB parameter threshold (or the PM determines that the program will breach in the near
future), the PM is responsible for promptly notitving the Component leadership.”

The Coast Guard indicates that there are now 70 PMs in the Coast Guard with Level 1T
certification; 43 are members of the military and 27 are civilians. Of these, 16 Level 11T certified
PMs are managing major acquisition projects.

Tn 2008, the Coast Guard assigned the Admiral currently serving as the Assistant
Commandant for Acquisition (who is 2 Level H-certified PM) to be the commaader of District 13
(headquartered in Scattle); this was part of the Coast Guard’s regular process for rotating its
personnel. The Program Executive Otficer for the Deepwater acquisition cffort, also a Level-IT1
certified PM, was assigned 1o be the Assistant Commandant for Acquisiion. A Caprain recently
promoted to Rear Admiral who lacked a Leve] IHT PM certification at the time of his sclection was
ccutive Officer (PLO) for Deepwater. These assignments took cffect
in mid-2009. The now Rear Admiral assigned as the PEO for Deepwater still lacks the Level 1T PM

named to be the Program
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certific

jon. This individual has completed all requirements for certification except for length of
experience; the individual will have the required experience level to receive the Level TIT certific
in June 2010,

aton

Directive 102-01 requires each acquisition effort to complete a series of “acquisition decision
events” (ADE) (formerly called “milestones™) as the effort moves through the acquisition process.
The decision-making authority for the vatdous ADTs resides with different officials depending on
the investment level of the program (1, 11, or 1), Before an acquisition effort can cross a specific
ADE, there are a number of documents that must be developed and subtmitted to the appropriate
decision authority to justify the advancement of the program through the ADE

1ese
documentation requirements are intended to ensure that acquisition efforts respond ro clear and
valid asset needs; that the functions the asset will be built to serve are clearly specified; that the
technical plan for building the asset is in place and is reasonable; that the costs and schedules
associated with the acquisition proc

are clearly identified; and that the total costs of constructing,
operating, and eventually disposing of the assets are known. The chart below shows the current
ADEs through which an acquisition effost advances; the chart also illustrates the acquisition effort
stages and milestones that were previously used.

Stages of an Acquisition Effort within the Coast Guard
(showing old milestones as well as the new Acquisition Decision Events
adopted in Directive 102-01)

MS0 MB1 wE2

5

-
Concept & Teehnolagy | Capabifity D

jsct
AN fritiation | Devalnpment |

Pradustion &
Deploymant

Source Coast Guard

Guard Acquisition Digeciogate

The Coast Guard created its current Acquisition Directorate (known as CG-9) on July 13,
2007, The Acquisiion Directorate was created to better integrate the Conast Guar ition-
related functions into a single unit emploving standard pro s for managing acquisiion efforts.

acqui

The Directorate now includes program management personnel, contracting management
personnel, and personnel with expertise w cost estimation, risk asses
certification, and strategic planning

sent, tatning and

Also located within the Directorate - and reporting to the
stant Coramandant for Acquisition —is the PEO for the Deepwarter acquisition effort (who
simultaneously serves as the Director of Acquisition Programs).
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The Acquisition Directorate is supervised by the Assistant Commandant for Acquisition
(CG-9). Currently, the Assistant Commandant for Acquisidon reports directly to the Chief of Staff,
who in turn reports to the Vice Commandant, who then reports to the Commandant. On January
22, 2009, DHS requested that the Coast Guard nominate a CAE. On March 2, 2009, the Coast
Guard nominated the Vice Commandant to be the CAE. On August 10, 2009, DHS designated the
Vice Commandant as the CAE for the Coast Guard. This designation remains effective for three
years unless significant changes are made to Coast Guard acquisition policies. Per the memorandum
approving the designation, the Coast Guard is required to provide a biographical sammary of any
new individual assigned as the Coast Guard Vice Commandant before that person may assume the
responsibilities of the CAE position.

The Coast Guard has proposed re-organizing its top-level military leadership. Under the
proposed reorganization, the Vice Commandant position would become a 4-star position (it is
currently a 3-star position); additionally, the Chief of Staffs position as well as the Adantic Area and
Pacific Area Commander positions would be eliminated and four new 3-star positions would be
created {each of which would report directly to the Vice Commandant). One of the four Deputy
Commandant positions to be created is the Deputy Commandant for Mission Support, who in turn
is to have four direct reports:

» Assistant Commandant for Acquisition (which currently is and would remain a 2-star
position);

» Chief Information Officer;

» Chief Sustainment Officer (essentially oversecing lifecycle maintenance); and

> Chief Human Resource Officer.

The Coast Guard believes that its projected organization of the Acquisition Directorate —
and its placement under the Deputy Commandant for Mission Support — would cnable the service
to better manage the entire life cycle of an acquired assct. The end-state organization of the
Acquisition Directorate is illustrated in the chart below, which also projects the placement of the
Assistant Commandant for Acquisition under the Deputy Commandant for Mission Support.
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Blueprint for Acquisition Reform in the
U. 8. Coast Guard

CG-9 End-siate

S, Coast Guard

Source: U

The Coast Guard issued a “Blueprint for Acquisition Reform” to guide the implementaton

of new policies and procedures to strengthen the management of Coast Guard acquisition inittative
and to guide the organization of the Acquisition Directorate. The first version was lssued on July 9,
2007; the document is updated in July of each year and the most receat Blueprint was published on
July 24, 2009. The “Blueprint” lays out the Coast Guard’s plans for organizational alignment and
leadership, the development of new policies and procedures, human capital management and
development, and information management and stewardship.

In a study on the Deepwater procurements issued in June 2008 entitled “Coast Guard:

ight, but Outcome Stll Uncertain,”
the GAO found that the changes in the Deepwater management and the creation of the Acquisition
Directorate has “increased accountability” because “Coast Guard project managers and technical
experts now hold the greater balance of management responsibility and accountability
outcomes.”™ Nonetheless, the GAQ found that the Coast Guard sall “faces challenges
capable government workforce to manage this large acquisition.”

Change in Course Improves Deepwater Management and Ove

3r p FOZram

in building a

Y GAO, Coast Gaared: Change in Conrse Improves Degpweter Menagement and Oversight, but Qudvomse S

Tucertain (fune 2008), at




xvii

Among the challenges that GAQ identified in the Coast Guard’s new Acquisiiion
Directorate are an on-going shottage of civilian acquisition staff members (which is a problem
throughout the Federal Government), the lack of an acquisition career path within the C
for mititary pe
expertise.’!

ast Gard
rammatic

sonnel, and continued reliance on contractors for technical and prog

i

The table below shows the total number of Coast Guard acquisition positions for civilians
and military personnel as well as the number of positions currenty vacant and vacancy rates at the
end of FY 2009,

Coast Guard Acquisition Positions
{Data from the end of FY 2009)

TOTAL MILITARY | TOTAL

493

349 § 842 56 36 92 114% 10.3% 10.9%

Source: U.S. Coast Guard

The FY 2010 appropriation added new positions to the Coast Guard acquisition program,
increasing the total nurber of positions to ¥57; the vacancy rate has risen as the Coast Guard works
o fill these new positions.

In an effort to create a career path in the acquisition field for nulitary members, the Cons
Guard chartered & working group to assess this Issue; the group s expected to report its findings in
the spring of 2010, The Coast Guard
presents the acquisition opportunitie

ilso issued a “Military Acquisition Career Guide™ that
available to Coast Guard members.

In 2009, the Coast Guard developed estimates of the number of contractors working in its
acquisition efforts; estimates are made by government managers in terms of full time equivalent
(FIE) positions based on the terms of the contracts under which contractor personnel are engaged.

‘he st Guard has also developed estimates of the numbers of “Other Government Agency”
personnel supporting its efforts; such personnel are typically deawn from the Navy, the Defense
Contact Management Ageney/Defense Contract Audit Agency, Federally funded research and
development centers, and univ
and “Other Government
the Coast Guard AC&KT 3

ity affiliated research centers. The chart below details contractor
ey FTEs engaged in Coast Guard acquisition efforts and funded by
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Support Contractors
Personnel from Other
Government Agencies

TOTAL 248.7 290.8

Source: United States Coast Guard

Among other recommendations, the GAO recommended in its June 2008 report thar DHS
“rescind the delegation of Deepwater acquisition decision authority” that had been granted to the
Coast Guard.” Tollowing the issuance of the GAO report, explanatory language was written to
accompany the Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of
2009, which stated, “Due to the Coast Guard’s failure to adequately oversee the Deepwater
program, the Secretary shall rescind the delegation of acquisition authority provided to the Coast
Guard for Deepwater in order to keep oversight within the OCPO [Office of the Chief
Procurement Officer], as recommended by GAQ.” On November 4, 2008, the Secretary of DHS
implemented the GAO recommendation and the instructions in the language accompanying the
Consolidated Security, Disaster Assistance, and Continuing Appropriations Act of 2009 by formally
rescinding the Coast Guard’s decision authority and re-designating DHS as the acquisition decision
authority for Decpwater projects within the parameters of Directive 102-01.

VI. Current Major Acquisitions
Presented below is a review of pending issues with some current AC&] procurements with
APBs exceeding $10 million.

A. National Security Cutter

The NSC is the largest individual cutter to be acquired under the Deepwater program and
will be the most technologically advanced cutter the Coast Guard has ever salled. The NSC will be
418 feet in length and will replace the existing 378-foot HEC. The first HEC, the Hamilion, was
delivered 1o the Coast Guard in 1965; the HE
Coast Guard continues to expect that a total of

NSCs will adequately replace all 12 existing H

s have reached the end of their service lives. The
i SCs will be acquired -- and that these eight
- The current procurement schedule anticipates
that the eighth cutter will be put on contract in FY 2014 and delivered to the Coast Guard in 2017

NSC 1 (Bertholf) was commissioned on August 4, 2008, NSC 2 (Waesche) was transferred
from the ICGS team to the Coast Guard on November 6, 2009 and placed in “In-Commission,
Special” status; the vessel is expected to be commissioned in May 2010 and is expected to complete
its tirst operational patrol between February and May 2011, While in “In Commission, Special”
status, crew members will work on Waesche and test the ship’s equipment while issues identified in
earlier testing of the vessel are addressed and the ship is pre
are likely to occur in approximately one year). The third N

pared for final acceprance trials (which
. which will be called Stratton, is now
approximately 35 percent complete. Long-lead materials have been ordered for the fourth NSC
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The Coast Guard intends to contract directly with Northrop Grumman — rather than contracting
through the ICGS team — for the construction of NSC 4. The service received Northrop
Grumman’s production proposal for NSC 4 on November 25, 2009. The Coast Guard is currently
conducting negotiations with North