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NAVY SHIPBUILDING ACQUISITION PROGRAMS AND
BUDGET REQUIREMENTS OF THE NAVY’S SHIP-
BUILDING AND CONSTRUCTION PLAN

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ARMED SERVICES,
SUBCOMMITTEE ON SEAPOWER AND PROJECTION FORCES,
Washington, DC, Wednesday, March 9, 2011.

The subcommittee met, pursuant to call, at 3:10 p.m., in room
2212, Rayburn House Office Building, Hon. W. Todd Akin (chair-
man of the subcommittee) presiding.

OPENING STATEMENT OF HON. MIKE COFFMAN, A REP-
RESENTATIVE FROM COLORADO, SUBCOMMITTEE ON
SEAPOWER AND EXPEDITIONARY FORCES

Mr. CorFFMAN. The hearing of the Seapower and Projection
Forces Subcommittee is called to order. Representative Akin is tied
up in a Budget Committee hearing process, so I want to enter his
remarks into the record. Let me quickly go over them.

Good afternoon, ladies and gentlemen. This hearing will come to
order. Thank you for joining us today as we consider the fiscal year
2012 budget request for the Department of the Navy’s shipbuilding
acquisition program.

We have two panels of witnesses testifying today. The first panel
are national defense experts specializing in naval issues from the
Congressional Research Service and the Congressional Budget Of-
fice. They are Mr. Ron O’'Rourke and David Eric Labs, respectively.
Our second panel will be officials from the Navy and Marine Corps,
which I will welcome later.

Reviewing the Navy’s shipbuilding budget request for both this
year and what is projected in the out-years, there are many things
to be concerned about, and probably the most worrisome aspects of
the Navy’s budget is that it will require near-perfect execution in
cost control, schedule adherence and risk-mitigation efforts to ob-
tain the force structure necessary to deter hostile threats, show
force when needed, and, as a last resort, employ lethal operations.

Among the concerns I have revolve around issues as such: The
new Ford-class carrier program, EMALS [Electromagnetic Aircraft
Launch System] integration and forthcoming cost growth to the
overall program; Ohio-class submarine replacement regarding its
aggressive schedule and optimistic cost estimates so early in its
program’s development; our attack submarine inventory being nine
submarines short of the requirement in the out-years; a ship-
building budget estimated by CBO [Congressional Budget Office]
that may not permit the Navy to achieve the 313-ship floor; and
a shipbuilding industrial base in which 50 percent of major U.S.
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shipyards’ future viability and ability to perform as needed to meet
the Navy’s acquisition plan remains in question.

My last concern focuses on congressional and Department of De-
fense collaboration, or should I say the apparent lack thereof. Too
many times in the recent past we have been excluded from Depart-
ment of Defense deliberations or approached with hasty requests
that do not afford us the luxury of effectively evaluating decisions,
most recently, LCS [Littoral Combat Ship] and EFV [Expeditionary
Fighting Vehicle]. Bottom line, this must change.

Lastly, we are part of this problem, too. The Congress must fin-
ish fiscal year 2011 defense appropriations legislation because the
implications of funding the Navy and Marine Corps at fiscal year
2010 funding levels in a year-long continuing resolution would be
almost irreparable.

All of our men and women in uniform deserve more from this
body. It goes without saying we have the finest, most professional
combat-honed sailors, marines, airmen and soldiers that any mod-
ern military has ever had within its ranks, and our responsibility
as a subcommittee is to ensure that we provide them the equip-
ment and tools necessary in meeting our Nation’s national security
requirements.

In conclusion, I would like to note that although our sub-
committee has had a number of closed events already, this is our
first public hearing of the year. It is an honor to chair this sub-
committee and to follow in the footsteps of a number of previous
chairmen who did much to make sure that our Nation maintains
strong sea services.

[The prepared statement of Mr. Akin can be found in the Appen-
dix on page ?.]

Mr. CorrMAN. With that, I turn to my good friend and partner,
the ranking member from North Carolina, Mike McIntyre, for any
remarks he wishes to make.

STATEMENT OF HON. MIKE McINTYRE, A REPRESENTATIVE
FROM NORTH CAROLINA, RANKING MEMBER, SUB-
COMMITTEE ON SEAPOWER AND EXPEDITIONARY FORCES

Mr. McINTYRE. Thank you very much, and also thanks to our
chairman in his absence, and thank you all for the opportunity to
let us question you today.

Thank you, Mr. O'Rourke from Congressional Research Service
and Dr. Labs from the CBO for being here. We all look forward to
your expert opinions about where the Navy is heading with regard
to shipbuilding and acquisition strategy. I also welcome our Navy
and Marine Corps friends who will be appearing as part of the sec-
ond panel.

As we begin to analyze the detail of the Navy’s fiscal year 2011
shipbuilding and acquisition plans, it is important that we look not
only at what it proposes for this coming year, but also what it pre-
sents for the following out-years. Many of the proposed efficiencies
that were recently announced depend heavily on our future acquisi-
tion strategy, whether that be multiyear procurement on ships or
the development of a new amphibious vehicle. I am hopeful the
Navy will be able to adhere to their proposals so that savings in
those difficult choices may be realized.
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Like our chairman, these are areas that I remain concerned
about. The stated goal of the Navy is a sustained fleet of 313 ships.
There has been some debate on how much it will cost per year to
achieve this goal and to maintain it. So I am particularly concerned
about whether the current plan is sustainable, especially as new
programs such as the SSBN(X) [Next-Generation Ballistic Missile
Submarine] begin to come on line and demand a larger portion of
the shipbuilding budget.

The fact that our submarine force, both attack and guided mis-
sile submarines, continues to decline is a concern, because their de-
mand, as we know, is constantly increasing. I look forward to hear-
ing what both panels have to say in regard to our future gaps in
submarine requirements.

We know our shipbuilding industrial base remains very fragile.
We have seen how even minor changes in shipbuilding plans can
have major impacts on the industrial base. It is critical that the
shipbuilding workforce move to a more stable situation in order to
provide what our great Navy needs.

We are very aware of the stresses that the current continuing
resolution has put on the Navy, and we have heard that in testi-
mony before the larger full committee as well. I am hopeful that
we will be able to achieve in the 2011 fiscal year appropriations
bill—that we will be able to do what we need to do, but in the
meantime, I appreciate any recommendations that you may have
that would mitigate the risk in the interim.

Thank you for your service. We look forward to hearing your tes-
timony.

Thank you, Mr. Chairman.

Mr. COFFMAN. Thank you.

Now we will hear from our witnesses in the first panel: Mr. Ron-
ald O’Rourke, Specialist in National Defense, Congressional Re-
search Service. Mr. O'Rourke.

STATEMENT OF RONALD O’ROURKE, SPECIALIST IN
NATIONAL DEFENSE, CONGRESSIONAL RESEARCH SERVICE

Mr. O'ROURKE. Mr. Chairman, Ranking Member McIntyre, dis-
tinguished members of the subcommittee, thank you for the oppor-
tunity to appear before you today to discuss Navy shipbuilding pro-
grams.

Mr. Chairman, with your permission I would like to submit my
written statement for the record and make a couple of brief points.

First, it should be noted that the Navy has revised some of its
ship force structure goals over the last 5 years, and these goals no
longer add up to a fleet of 313 ships. In this sense, the 313 figure
is no longer a fully accurate summation of Navy ship goals.

The Navy expects to soon complete a new force-structure assess-
ment which could support an official replacement for the 313-ship
plan. A replacement plan would support effective congressional
oversight of the Navy shipbuilding by giving Members an official
and fully accurate set of force-level goals against which to assess
proposed Navy programs.

My testimony outlines a number of potential shipbuilding execu-
tion challenges including those that would arise under the scenario
of a year-long CR [Continuing Resolution], the possibility of cost
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growth on ship designs that are planned to start procurement in
future years, the question of the disposition of Northrop’s ship-
yards, and execution challenges that are specific to individual ship-
building programs.

But right now the one point I would like to focus on are the
shortfalls in attack submarines and in cruisers and destroyers that
are projected to occur in the 2020s and beyond even if the Navy’s
30-year shipbuilding plan is fully implemented. These projected
shortfalls are significant. If they occur, they could made it difficult
or impossible for the Navy to fully perform its projected missions.

The additional destroyer that the Navy has added in fiscal year
2014 will mitigate the cruiser-destroyer shortfall at the margin, but
it would take a lot more than one extra destroyer to substantially
redress this shortfall. Similarly, the Navy hopes to restore the sec-
ond Virginia-class boat in fiscal year 2018, but it would take more
than one additional boat to substantially mitigate the attack boat
shortfall.

These projected shortfalls have been on the books since last year,
but they haven’t received much attention in public discussions of
the Navy’s shipbuilding plan. This might be because they look like
they are far in the future, but in terms of issues they might pose
for policymakers, that is not necessarily the case.

Substantially redressing these shortfalls could involve putting
additional destroyers and attack boats into the shipbuilding plan or
extending the service lives of existing cruisers, destroyers and at-
tack boats. These options, which could be combined, pose near-term
policy issues for policymakers.

Based on past information from the Navy, substantially miti-
gating the attack boat shortfall for wartime as well as peacetime
operations would require adding four boats to the plan, and that
assumes that pressures on the shipbuilding budget caused by the
Ohio replacement program don’t cause any currently planned Vir-
ginia-class boats to drop out of the shipbuilding plan, which is a
real possibility.

Substantially mitigating the even bigger cruiser-destroyer short-
fall might require adding at least 10, and possibly closer to 20, ad-
ditional destroyers to the plan, and that assumes no increase to the
current force-level goal for cruisers and destroyers to reflect the
Navy’s newly expanded missile defense responsibilities.

Because of the pressures that the Ohio replacement program
could place on the shipbuilding budget, one option would be to add
at least some, if not most or all, of these additional destroyers and
attack boats to the shipbuilding plan in the years prior to the Ohio
replacement boats. If so, then the question of whether to add these
ships to the plan could become a near-term issue for policymakers.

The alternative of extending the lives of existing cruisers, de-
stroyers and attack boats by 10 or 15 years beyond their currently
planned lives poses serious questions of feasibility and cost-effec-
tiveness, especially for the attack boats. If this option were feasible,
implementing it could require increasing, perhaps starting right
away, funding levels for the maintenance of these ships to help en-
sure they will remain in good enough shape to eventually have
their lives extended for another 10 or 15 years.
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This additional maintenance funding would be on top of the
funding that the Navy has already programmed to help get these
ships out to the end of their currently planned lives. Because this
additional funding might need to start soon, it could again pose a
near-term issue for policymakers.

Implementing either of these options within the Navy’s currently
planned top line would likely compel the Navy to reduce other crit-
ical programs below desired levels. So the question of what to do
about these two projected shortfalls is not only a potentially near-
term issue for policymakers, but one that could also raise funda-
mental questions for policymakers about the value of naval forces
in defending the Nation’s interests and the priority that naval
forces should receive in the allocation of overall DOD [Department
of Defense] funds.

Mr. Chairman, this concludes my testimony. Thank you again for
the opportunity to testify. I will be pleased to respond to any ques-
tions you might have.

[The prepared statement of Mr. O’'Rourke can be found in the Ap-
pendix on page ?.]

Mr. COFFMAN. Thank you for your testimony, Mr. O’Rourke.

Mr. Eric Labs, Senior Analyst for Naval Forces and Weapons,
Congressional Budget Office.

Mr. Labs.

STATEMENT OF ERIC LABS, SENIOR ANALYST FOR NAVAL
FORCES AND WEAPONS, CONGRESSIONAL BUDGET OFFICE

Mr. LaBs. Mr. Chairman, Representative McIntyre, members of
the subcommittee, it is a pleasure to be here today to discuss the
Navy’s 2012 shipbuilding plan.

My written testimony, which I submit for the record, focuses on
the costs and force structure implications of the Navy’s fiscal year
2011 30-year shipbuilding plan. CBO cannot yet provide a detailed
analysis of the Navy’s fiscal year 2012 10-year shipbuilding plan,
as it was just released early last week. However, because the ob-
served changes between the two plans are minor, I can still speak
to the long-term affordability of the Navy’s shipbuilding program
and some specifics about the 2012 plan.

If the Navy receives the same amount of funding for ship con-
struction in the next 30 years that it has over the last 30 years,
which is about $15 billion a year for all activities related to ship
construction, which means new builds, carrier refuelings, and out-
fitting and postdelivery, it will not be able to afford all of the 276
ships that are advertised in the 2011 shipbuilding plan.

CBO’s analysis of the 2011 plan shows that the Navy would need
$19 billion a year in new ship construction alone and $21 billion
a year for all necessary activities in the Navy’s shipbuilding ac-
counts. Under its 2012 plan, the Navy plans to buy 106 ships over
the next 10 years, compared to 104 ships under the same period
under the 2011 plan.

The breakdown between combat ships and support ships is es-
sentially the same in the two plans. Both would buy 30 support
ships between 2012 and 2021, although the composition of those
ships varies slightly. The 2012 plan would buy 76 combat ships
versus 74 under the 2011 plan.
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Over the next 5 years, the Navy plans to spend 9 percent more
in real terms on new ship construction compared to the last 5
years. The Navy’s estimates over the next 5 years, however, do
place them in line with the longer historical average of about $15
billion a year in 2011 constant dollars.

CBO’s preliminary analysis of the Navy’s 2012 10-year ship-
building plan does not substantially change the assessment that
the Navy continues to have a long-term funding challenge, particu-
larly in the 2020s when the new class of ballistic missile sub-
marines are built.

Still, there are several reasons to believe that while the overall
costs of the Navy’s shipbuilding plan are likely to be somewhat
lower over the 30-year period, they will be substantially higher
than the historical average.

The reasons why the costs might be somewhat lower include the
following: SSBN(X) cost-reduction efforts. The Navy has announced
that through various refinements to the preliminary design of the
SSBN(X), it has reduced estimated costs of those ships by an aver-
age about $1 billion per boat. CBO has not yet conducted its own
analysis of those changes and their potential impact on costs, but
it is reasonable to conclude that CBO’s estimate for those ships
could go down as well.

Second, the LCS competition and subsequent dual-award con-
tracts. The reduction in the average price of the LCS from about
$550 million in CBO’s estimate of the Navy’s 2011 plan per ship
to $450 million per ship under the Navy’s dual-award strategy for
the ship’s purchase from 2010 to 2016, if carried forward beyond
2016, would reduce the overall cost of the Navy’s shipbuilding plan
slightly over the next 30 years.

Third, projections of long-term ship inflation declined, making
ships in the far term less expensive than they had been projected
last year. As CBO reports have detailed for several years, ship-
building inflation has been substantially higher than price inflation
in the economy as a whole for quite some time. However, projec-
tions of long-term Navy shipbuilding inflation declined between the
2011 plan and the 2012 plan such that if all other things remained
equal, average annual shipbuilding costs would be less by about $1
billion over the long term. Nevertheless, even accounting for that
change, that would still place the Navy’s funding requirements well
above the historical average.

Overall, one can expect the Navy’s total requirements for ship-
building, new construction, carrier refueling and outfitting costs
are still likely to be in the range of $19 to $20 billion a year.

Finally, Mr. Chairman, I would like to make a quick observation
about the overall number of ships in the Navy’s fleet. Echoing what
Mr. O'Rourke said, under the 2012 plan, the Navy’s implied ship
requirement of about 322 ships would be met by 2020, but then fall
back below that force level by the late 2020s. Significant shortfalls
in the late 2020s and beyond in the number of surface combatants,
attack submarines and amphibious ships would remain under the
Navy’s 2012 shipbuilding plan.

Thank you, Mr. Chairman. I would be happy to respond to any
questions the subcommittee may have.
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[The prepared statement of Mr. Labs can be found in the Appen-
dix on page ?.]

Mr. COFFMAN. Thank you. Let me begin.

First of all, I think, Mr. O’Rourke, you mentioned the service life
extension program for some of these—I think you were referring to
cruisers and destroyers, a shortfall in cruisers and destroyers—and
you said that would have to go on top of what is currently planned
to be expended.

Can you give an idea, just any kind of rough estimate, on the
cost l?)urden of doing a SLEP [Service Life Extension Program] pro-
gram?

Mr. O'ROURKE. Yes, Mr. Chairman. You are correct. I was refer-
ring to the fact that you would have to put additional maintenance
funding on top of what the Navy has already put into their budget
to help ensure that those ships at least make it out to the end of
their currently planned lives. How much more they would have to
add, I don’t know. It would depend in part on the condition of the
ships themselves over time and also exactly how many extra years
they wanted to add to the lives of those ships.

What the Navy would need to do is come up with a new inte-
grated maintenance strategy that was designed in anticipation of
keeping a ship in service, a destroyer or an older cruiser, for 40 or
45 years as opposed to some shorter figure. And I don’t know what
the delta would be in terms of the maintenance funding, but it
would very possibly require the addition of that funding on top of
what the Navy has in its budget already.

Mr. CorFFMAN. Mr. Labs, do you have any comment on using the
Service Life Extension Program in lieu of or extending out the time
in which we would have to build new ships, replacement for re-
placement?

Mr. LaBs. Well, I would agree with Mr. O’'Rourke in that we
don’t know exactly how much that would cost, and that would in-
deed vary from ship to ship. Certain ships will be in better mate-
rial condition than other ships, and the level of investment that
would be required is going to vary, and not only just on the mainte-
nance side, but whether more updates to the combat systems would
be necessary to make sure that not only the ships can serve out
40 or 45 years, but they are going to be effective in a wartime envi-
ronment out 40 or 45 years.

In terms of being able to meet the Navy’s shipbuilding goals, cer-
tainly maintaining existing ships in service longer would be less ex-
pensive than buying new ships to replace them, but then it be-
comes a question of what is the relative effectiveness that you are
buying for the amount of money that you are spending, and that
is something that the Navy would have to assess.

Mr. O’ROURKE. And it is also a less permanent solution. It is es-
sentially a way of kicking the can down the road another 10 or 15
years, but those ships, if they had their lives extended, would still
eventually retire, and the problem with the cruiser-destroyer short-
fall could recur at that point.

Mr. COFFMAN. Just a question about the LCS and how that—the
fact that we had sort of the two-track policy, that we had competi-
tion between two variants of the LCS. But in doing so, are we hav-
ing two separate training programs to do that? And from a career
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standpoint, in terms of training and the fact that you can’t nec-
essarily cross-deck those personnel, although maybe with addi-
tional training you can, to what extent is that a problem, and is
that configured in terms of the cost savings?

Mr. O'ROURKE. Yes. The Navy acknowledged in their testimony
last year in support of the dual-award plan that sticking with the
production of both designs would create this situation. The Navy
argued that they have had classes in the past of 12 ships, and that
at a minimum they would have at least 12 ships of each design.
They tended to argue that the costs that would be added on to the
Navy’s budget for maintaining two logistics systems and so on
would be there, but that when calculated in net present-value
terms, that the figure would come to about 295 million additional
dollars over the life cycle of the ships.

Mr. COFFMAN. Any comment on that?

Mr. LaBs. No. I would have echoed the same statements from the
same facts from the Navy’s testimony of last year. Let me just sort
of 1211ddlress the issue of cross-decking sort of the personnel, if you
will.

Yes, it makes that slightly more complicated to cross-deck per-
sonnel from one type of LCS versus the other, but in my judgment
it wouldn’t be that much different than a Flight I destroyer versus
a Flight ITA destroyer on an Arleigh Burke class, or even when we
used to have Spruances in the fleet, a Spruance versus an Arleigh
Burke. There are challenges there, but they are challenges the
Navy is well familiar with.

Mr. COFFMAN. Mr. MclIntyre.

Mr. MCINTYRE. Thank you.

Just some clarification. Mr. O’'Rourke, you mentioned the idea of
adding destroyers and attack submarines to the shipbuilding pro-
gram to reduce the projected shortfalls in these two categories of
ships. How would those additional ships be funded, given the con-
stgaints on future defense spending that we are likely to be looking
at’?

Mr. O'ROURKE. That is the broader issue that I mentioned that
I think would need to be confronted if you were to embark upon
that kind of plan. I think the reason why those ships don’t show
in the 30-year plan right now is exactly because the Navy is trying
to show they are balancing their requirements while fitting under
a top line. So if you were to undertake a project like this, it would,
I think, very likely lead to a broader debate about the value of
naval forces in defending the Nation’s interests and what share of
the DOD budget should go to the Navy.

That is an argument that some observers have begun to articu-
late in recent weeks and months, and it is something that might
be expanded on and pursued further as a part of or one way of get-
ting at this situation of what to do about these shortfalls.

But my focus has been to at least highlight the existence of these
shortfalls, which have gone relatively unmentioned even though
they were present in the 30-year plan that was submitted last year,
and to highlight the fact that even though they look like they are
several years in the future, the options for addressing them include
things that may require us to begin making decisions in the nearer
term.
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Mr. McINTYRE. Okay. Dr. Labs, in your written testimony, you
state that CBO’s estimate for required funding to reach the 313-
ship minimum, the Navy will require approximately $3 billion
more than what the Navy currently plans for. What is the basis of
your estimate, and, in your opinion, if the Navy remains at its cur-
rently planned levels of funding, how many ships do you believe
the Navy will be short of its 313-ship planned procurement?

Mr. LaBs. Mr. McIntyre, CBO goes about estimating the cost of
the Navy’s shipbuilding plan through a variety of factors. We start
off with sort of historical cost-to-weight relationships to estimate
each individual ship in the program, and then we adjust that for
the effects of learning. As you build more ships, you learn how to
build them more efficiently and less expensively, hopefully. Also we
adjust those estimates by rate, how many ships are being built of
the same type in the same yard at the same time. The more you
build, you can spread overhead costs, and that would come down.

Then we also apply the effects of this as a growth factor on the
higher long-run shipbuilding inflation over the economy as a whole.
To my mind, that represents a real sort of cost to the taxpayer that
needs to be accounted for in the way you project the long-term
costs of a shipbuilding plan. And you are right, our estimate as of
right now is $3 billion more than what the Navy is estimating.

So what force results from that, if the Navy is stuck with the his-
torical average of $15 billion, in other words they must cut sub-
stantial numbers of ships out of their program, would depend very
much on the composition of those cuts. If they choose to cut very
expensive ships, you could end up having a force not of 313 or 322,
but maybe somewhere around the force we have today of 280. If
you cut more of a mix of less expensive ships, it could range any-
where from 200 to 250 ships in the fleet. It would depend very
much on what whoever would be the deciding authority, whether
it would be the Congress or the Navy, what they decide to remove
from the shipbuilding plan in order to bring that overall budgetary
level over the next 30 years into sort of an historical average line.

Mr. MCINTYRE. Thank you.

Thank you, Mr. Chairman.

Mr. COFFMAN. Mr. Rigell.

Mr. RIGELL. Thank you, Mr. Chairman.

Thank you, Mr. O’Rourke, and also Dr. Labs, for being here
today and for your contribution to keeping our Navy strong.

Let us see, the first question, Dr. Labs, I would like to direct to
you. Are there any maintenance or docking space requirements
that are unique to the aluminum-hull LCS, and, if so, what are the
cost and basing decisions, impacts rather, to the Navy?

Mr. LaBs. The aluminum-hulled ship is certainly one that is—
there are fewer maintenance yards, as I understand it from brief-
ings from the Navy, there are fewer yards on either coast of the
United States or even around the world that are capable of per-
forming maintenance on those types of ships. So it is not that there
aren’t yards available, but there is going to be a lot less of them.
So there is going to be more challenges involved on the part of the
Navy that if a sudden breakdown occurs, to have a system in place
where the ship receives the necessary maintenance that it would
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otherwise need to have. I don’t have an assessment of what the
costs that would be associated with that.

Mr. RIGELL. Okay. Thank you.

Mr. O’'Rourke, in your opening statement you mentioned that the
Service Life Extension option—and it is intriguing, being able to
extend the life of a ship by 10 to 15 years. And I know this is an
option that has been carefully examined and considered by the
Navy. And though it is very costly, it doesn’t seem that the essen-
tial design for hulls has changed that radically. That is not like an
airframe, for example.

So what price do we pay in terms of performance or lethality of
the ship being able to project power by more of a comprehensive
overhaul and extending the life by 10 to 15 years rather than going
with an all-new ship?

Mr. O’'ROURKE. One of the things that you pay for, one of the
downsides of this option, is that you are working with a ship that
has probably less growth margin remaining in it than a brand new
ship would, and consequently it is not just a matter of examining
the material condition of the ship and making the ship mechani-
cally able to operate, it is also a matter, as Dr. Labs mentioned,
of maintaining the mission effectiveness of the ship and whether
the ship has enough space and weight and power and cooling and
so on to support the kind of modern combat systems that would
keep it mission-effective in the future threat environment.

Mr. RIGELL. I yield back. Thank you.

Mr. COFFMAN. Mr. Courtney.

Mr. COURTNEY. Thank you, Mr. Chairman.

Dr. Labs, you mentioned that you haven’t done an analysis yet
of the revised Ohio estimates that the Navy just released. When do
you think that will be completed?

Mr. LaBs. Well, I plan to request that information, sort of get a
detailed briefing from the Navy, and I hope that will occur over the
next—sometime that briefing would get scheduled sometime over
the next month. Typically those briefings occur with both Mr.
O’Rourke and myself. And then as a follow-on to that, I will be
doing an analysis of the Navy’s then 2012 10-year shipbuilding
plan, and it would be incorporated into that analysis sometime over
the next few months.

Mr. COURTNEY. And I am just trying to remember what your es-
timates were before this revision. As I recall, you were still higher
than the Navy in that instance as well?

Mr. LABs. That is right. Allow me to recap for a moment. In the
2011 plan, the Navy had an average price of their 12 boomers [Bal-
listic Missile Submarines] at $7.2 billion, which actually broke out
to about $9 billion for the lead ship and 6.7- or so for the follow-
on ships. Today what the Navy is saying, they have actually—and
CBO’s numbers in comparison were about 13 billion for the lead
ship and 7 or s0—7.8 or so billion for the follow-on ships, with an
average of sort of 8.2- for the entire class, 7.2- versus 8.2- for the
entire class.

Now, the Navy’s estimate as of this year, what they have been
advertising so far, they said that the follow-on ships are now 5.6
billion, at least they think they have gotten it down to that point,
although their lead ship did come up. Their lead ship is now $11.6
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billion because they have increased the amount that was going to
be allocated, sort of nonrecurring detail design and engineering. So
they have actually come closer to the CBO estimate in the lead
ship, and we have sort of parted company, at least for now, on the
follow-on ships.

Mr. COURTNEY. That is a pretty wide gap between what you have
always consistently projected, which, to your credit, has always
been consistent. Can you sort of explain where you guys are so di-
vergent?

Mrs. LABS. Well, in terms of the comparison between the num-
bers under the 2011 plan, when they had sort of a classwide aver-
age of 7.2- and we had a classwide average of 8.2-, our methods
were actually fairly similar, and really the difference between us
was sort of how we treated that long-run shipbuilding inflation.

The Navy did not sort of account for—how should I put it—they
did not sort of attach an additional cost on their ships in constant-
dollar terms to account for that long-run inflation the way I did.
If T would factor that inflation issue out of my methodology, our
numbers would have been exactly the same, or very close to being
exactly the same.

Now that the Navy has sort of gone through and what they have
said is refined their preliminary design, they have done a number
of things to it, like going from a 20-tube submarine to a 16-tube
submarine, reducing the diameter of the tubes and several other
things, they have stated that they have managed to reduce the
costs of at least the follow-on ships somewhere in the neighborhood
of about $1 billion a boat.

What I don’t know yet, and it could be that once I sort of see how
they have done that and understand those details far better, it
could be the CBO estimate could come down in a similar fashion,
or not. I just don’t know enough of the details to know whether
that will be the case.

Mr. COURTNEY. And, Ron, your report again talks and the chart
shows what you are projecting out. If this CR somehow ends up
with a disaster scenario where we don’t implement the upgrade in
terms of the Virginia class and also—well, we will set the Ohio
aside—but if we don’t get that through this year, that really just
kind of creates—will that create a domino effect in terms of what
those numbers are going to look like even before the shortfall that
you were describing?

Mr. O’ROURKE. I think it would add an extra challenge to that
situation, because the scenario of a year-long CR would create com-
plications for both the Virginia-class program and the Okhio-class
program, the Ohio replacement program.

In the Virginia class, a year-long CR scenario jeopardizes the
awarding of the second fiscal year 2011 boat, which in turn jeop-
ardizes the continuation of the fiscal year 2009 to 2013 multiyear
procurement contract, which is a major source of cost constraint on
those boats. Those boats would be subject to having price renegoti-
ation, and the cost of those boats could go up, which would under-
mine a lot of the savings that were to have been achieved as a re-
sult of the multiyear plan.

The scenario of a year-long CR would also cause a problem po-
tentially in the Ohio replacement program because the amount of
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R&D [Research & Development] funding requested for that pro-
gram in fiscal year 2011 was about 40 percent more than the
amount that was provided in fiscal year 2010.

So if R&D work on the Ohio replacement boat was funded in fis-
cal year 2011 at fiscal year 2010 levels, it would probably cause the
Navy to postpone some of the work that had been planned for fiscal
year 2011 into a future year. That could set back the development
schedule for the Ohio replacement boat and make it more difficult
for the Navy to meet what the Navy says is its very tight schedule
for completing the development boat—the development of that boat
in time to support an fiscal year 2019 lead ship procurement, which
the Navy says is the last year that you can think about procuring
the lead boat without causing at some point the boomer force to
drop below 12 boats at some point in the future.

Mr. COURTNEY. Not good.

Thank you, Mr. Chairman.

Mr. COFFMAN. Mr. Wittman.

Mr. WITTMAN. Thank you, Mr. Chairman.

Dr. Labs, Mr. O'Rourke, thank you so much for joining us today,
and thank you for your service to our Nation.

Dr. Labs, I want to begin with you. In your written testimony,
you talk about the CBO estimate for the Navy shipbuilding plan
at 313 ships, and you say that essentially it is about $3 billion
short of being able to meet that 313-ship Navy.

In your opinion, where does that fall short as far as their cost
estimates, and where do we end up at the current level of funding
as far as total number of ships?

Mr. LABS. Mr. Wittman, in terms of where they fall short, there
is no one particular place. It is across most of the shipbuilding pro-
grams. There is just in some cases very incremental differences be-
tween this and in other cases larger ones. The boomers being one
example under that plan, there is $1 billion worth of difference. In
carriers, there is about $2 billion worth of difference per carrier,
but there are only half a dozen carriers in the plan.

There were other programs that we were very similar. Virginia-
class program costs estimates, and CBO’s and the Navy’s are vir-
tually identical now, so it just depends. So it all kind of accumu-
lates over a 30-year period.

If the Navy is stuck with sort of the $15-billion-a-year sort of cur-
rent level of shipbuilding, as I mentioned earlier, how that would
fall out in terms of the long-term inventory of the fleet by 2030,
2040 would depend very much on where cuts would be made.
Would you be making it in very expensive ships, would you be
making it in less expensive ships, or some mix of the two?

Obviously if you cut out a lot of the cheap stuff, you could have
the Navy that falls to 200 ships. If you cut an aircraft carrier and
maybe a couple of ballistic missile submarines, you save a lot of
money in a big way, so you don’t cut nearly as many ships from
the inventory. So it would depend. The range is a considerable one,
depending on what decisions are made.

Mr. WiTTMAN. But you also stated that the plan frontloads the
less expensive ships and backloads the more expensive ships. So
under that scenario would you say the way it is currently planned
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now that that would have any necessary effects as far as what
would actually be built according to the plan?

Mr. LaBS. Because of that frontloading, one could certainly sur-
mise that when the boomers start being acquired in the 2020s, and
that is where your real funding crunch hits, is that you are more
likely going to be forced to cut more expensive ships from the plan,
and that means destroyers and attack submarines most likely, sim-
ply because that is where the money is in that time period.

Mr. WiTTMAN. Mr. O’'Rourke, under the current scenario, there
are some changes going on in the shipbuilding industry. You see
what is happening with the Northrop Grumman yards and some of
the uncertainties that are going on there.

Can you give us your estimate based on this current change sce-
nario that we are seeing with our yards, especially there at Nor-
throp Grumman, what effect would that have on the Navy’s ship-
biﬁlc‘l?ing plan and their capability to carry out the shipbuilding
plan?

Mr. O'ROURKE. In terms of assessing possible execution risks for
the Navy’s shipbuilding plan, it is worth noting as a starting point
that the yards in question that are currently owned by Northrop
build many of the large and complex ships for the Navy, aircraft
carriers, submarines, destroyers and amphibious ships. So there
are a number of programs whose execution is something that you
would want to watch as this divestiture occurs.

The Navy’s interests in what the new entity turns out to be, I
think, would be principally, although not exclusively, twofold. First,
I think they would want to ensure that the new entity has the
managerial skills that are necessary to properly run these yards,
and especially the nuclear shipbuilding activities at Newport News,
over which the Navy, I think, has a particularly strong interest in
making sure are run without problem. And to the extent that the
Navy is satisfied with the current management team at these
yards, the new entity can then seek to satisfy the Navy on those
grounds by showing that these people will be transferred over to
the new entity.

The Navy, I think, also will have an interest in the financial
strength of the new entity to make sure that it can absorb unfore-
seen losses that might occur on its shipbuilding program, and also
have enough money to make the kinds of investments in workforce
and capital plant that the entity would want to make to remain
competitive against General Dynamics’ yards. So the Navy will be
looﬁing at the financial strength of the entity in that connection as
well.

Issues that in the press have been reported to be at issue as
among the things that could affect the financial strength of the
new entity include the question of pension costs and the question
of possible cleanup costs at Avondale, should Avondale cease oper-
ations as an industrial facility entirely. If the new yard is encum-
bered in terms of managerial skills or financial strength, it could
increase execution risks for the various kinds of ships that are built
at these yards.

Mr. WITTMAN. Thank you, Mr. Chairman. I yield back.

Mr. CorFrFMaN. Thank you, Mr. Wittman.

Mr. Critz.
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Mr. CriTZ. Thank you, Mr. Chairman.

Mr. O’'Rourke, you had mentioned that I guess it is the 2006 313-
ship Navy plan is, for using rough language, no longer the valid
figure that is being talked about; that the Navy is going to revisit
that and come back with an adjusted number, which I think you
mention is probably in the 320-321 ship range.

Now, is that something that you foresee you estimate, or is that
something you are hearing that is the direction the Navy is going?

Mr. O’ROURKE. It is what I am hearing. The Navy has actually
stated that publicly in some of their testimony this year, and they
have also communicated that in briefings, that they do expect to
be coming forward relatively soon—although exactly what that
means, I don’t know—with a new replacement plan. But I do think
from the standpoint of ensuring the effectiveness of congressional
oversight of Navy shipbuilding, it would facilitate that oversight to
have an updated plan that has a fully accurate set of numbers
against which to measure the Navy’s proposed programs.

Mr. CriTZ. Okay. And, Dr. Labs, you had mentioned that we are
about $3 billion short a year, and I am trying to figure this out.
I am a little confused, because obviously the shipbuilding plan that
we have seen ranges from 313 down to about 280-285; that there
are these hills and valleys.

Now, the $3 billion short, will that, in your estimation, hit the
285 number, or does that get to the 313-ship level?

Mr. LABS. The $3 billion shortfall is in reference to what I stated
in my written testimony. It is against what I call the implied re-
quirement that the Navy has not officially signed up to, but they
have talked about it in other things, of around 322-323 ships. So
it is against that requirement.

Mr. CriTZ. Now, the 320-322 ship, there is obviously some issues
that it seems that the Navy is a little shy on amphibious ships.
Does this extra eight to nine ships address the amphibious issues?

Mr. O’'ROURKE. In general, no. The changes in the plan that Eric
and I have been tracking over the last 5 years do not contemplate
moving beyond the 33 ships, although it did move it from 31 up to
33. But if you have been briefed on this higher 38 number, Eric
and I have not seen, I don’t think, any evidence to show that a new
set of numbers will necessarily go to 38. I think it is going to stay
at 33.

Mr. LABS. If you look under the 2011 plan, which is the last 30-
year plan that we had, the Navy reaches 33 amphibious ships
about sort of midway in the period for about 8 or 9 years, as I re-
call, and then it falls below that thereafter. It is important to note
that between the 2009 and 2011 shipbuilding plans, the Navy actu-
ally reduced the number of ships they were purchasing. Their im-
plied requirement went up to 322 or so, but the number of ships
that they were going to purchase to try to meet that requirement
went down. So as I said earlier, after around the midpart of the
period, you fall below the requirement, and you don’t return to it
beyond 2040.

Mr. CrIiTZ. Is it in your estimation that the Navy is looking at
it in financial terms or in actual needs of the Navy? Are they try-
ing to, in essence, predict what the Congress will be able to appro-
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priate and then trying to fit their number within that, or is this
actually a reevaluation of the true needs of our Navy?

Mr. LaBs. It is hard for me to sort of know what is the motiva-
tion of the Navy on that part. Certainly Navy officials have stated
in terms of discussing at least the 2011 plan that they were mind-
ful of trying to put together what they called an affordable ship-
building plan, and they also have begun to discuss the issue of sort
of how do you pay for the ballistic missile submarine in the 2020s
when there will be severe pressure on the Navy’s shipbuilding
budget. At the same time, they have stated this implied require-
ment of 322 ships, you know, 313 plus some additional extra. So
how they are balancing those two, I can’t tell you for sure.

Mr. CriTZ. Okay. Thank you, and I yield back.

Mr. COFFMAN. Mr. Langevin.

Mr. LANGEVIN. Thank you, Mr. Chairman.

Gentlemen, thank you for your testimony today.

While we are on the shipbuilding budget, I would like to just
turn to the Navy’s decision to restart the DGG-51 [Arleigh Burke-
Class Guided Missile Destroyer] line versus purchasing more of the
DDG-1000s [Zumwalt-class destroyers]. The Navy obviously is bas-
ing its decision on a set of assumptions that they can restart the
DDG-51 line as well as incorporate all of the enhanced capabilities
it is going to need versus going with more of the 1000s.

Can you give us your assessment of how that decision is playing
out, and what the cost assumptions are in terms of the restart of
the line, and are those figures on target?

Mr. O'ROURKE. When the Navy first announced their desire to do
this in July of 2008, they put together—they put forward a few ar-
guments, and these arguments have evolved a little bit over the 2
or 3 years that have elapsed since then.

But essentially if I were to take what the Navy has said and boil
it down, I would say that what the Navy decided to do was to move
to a destroyer procurement plan that, in their view, better met fu-
ture mission emphases within the amount of money they had avail-
able, while also maximizing the number of hulls that they could get
for that money.

Now, in terms of how that question is playing out, that is going
to depend on what the construction cost turns out to be for these
restart DDG-51s, and the higher that cost turns out to be, then I
think the more pressure the Navy might come under in terms of
defending that decision. But the way the Navy looked at it at the
time and estimated the costs of restarting the 51 versus continuing
the 1000 and modifying the 1000 into a design that would more
closely meet these changed mission needs, using the numbers they
had at the time, that is what led them into that decision. But we
don’t have a lot of evidence yet on what the restart of 51s will actu-
ally cost to build, because we are just getting into that now.

Mr. LANGEVIN. Okay. In terms of the Navy being able to incor-
porate—I should say the 51 line being able to incorporate all the
enhanced capabilities it is going to need to meet, for example, mis-
sile defense needs, is that going to be an effective decision? I guess
maybe I will point to the fact that the Navy plans, obviously, to re-
place its Ticonderoga-class cruisers with the DDG-51 lines modi-
fied to the Flight III configuration. In order to incorporate the larg-
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er, more powerful radar, the Navy will have to increase the amount
of power and cooling to the radar.

My question on this particular thing is what is your assessment
of risk to the Navy being able to accommodate the new radar on
Flight III ships, and what alternative do you see as options for the
Naaly m?eeting missile defense requirements if the Navy is unable
to do so?

Mr. O’'ROURKE. Yes, I understand what you mean now. You are
referring to the Flight III ships that are scheduled to go into pro-
curement starting in fiscal year 2016. There are a few risks that
the Navy faces and which they have to manage and overcome. One
is they need to develop the air and missile defense radar on a
schedule that would be congruent with the first of these ships
being procured in fiscal year 2016. There have been some observers
who have expressed concerns about the ability of the radar to be
developed on a schedule sufficient for that.

If the radar turns out to take longer to develop than what the
Navy anticipates, the Navy can manage that risk by simply putting
off the start of Flight III procurement into a future year and con-
tinuing to procure Flight ITA DDG-51s.

There is a second challenge that the Navy faces, which is can
they put the radar and the other new or revised equipment into the
existing DDG-51 hull, including the power-generation and cooling
equipment that you mentioned, without lengthening the hull? The
early indications that I get from the Navy is they think they can
do that. If that does not turn out to be possible, and they have to
lengthen the hull and turn it into a slightly longer ship, that could
result in a design that is more expensive than what the Navy
might be anticipating.

The third risk concerns the capabilities that you wind up with
once you develop this ship and begin procuring it and introducing
it into the fleet, and the aggregate capability that the Navy has as
a result for air and missile defense operations. The Navy made a
decision to go ahead with the Flight III ship instead of the CG(X)
[Next-Generation] cruiser, reportedly in part because they con-
cluded that they would be able in the future to augment the data
collected by the ship’s radar with data collected by off-board sen-
sors.

Now, if it turns out, for example, that these off-board sensors are
not as capable as what the Navy anticipated when they originally
made their decision, then it would raise the question of what your
other options might be to augment the data on the Flight III de-
stroyer with data collected by certain other now off-board sensors.

One option for that would be to build an adjunct radar ship,
which is a ship in auxiliary with a very large and powerful radar
on it, somewhat similar perhaps to the Cobra Judy replacement
ship, and some small number of these adjunct radar ships might
be put into the shipbuilding plan and added to the fleet to make
up for any deficiency that might emerge in the amount of off-board
data that is available to be merged with the data collected by the
Flight III destroyer’s own radar.

Two other things to look for in the Flight III destroyer is whether
the Navy intends to design that ship to support an electromagnetic
rail gun, because the Navy has recently stated that that weapon
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has the potential for air and missile defense operations, not just for
naval surface fire support, and whether the Flight III destroyer
will be designed to support a higher-power, solid-state laser, like a
solid-state laser with a power of 200 to 300 kilowatts. A laser of
that strength could have air defense applications and could help re-
verse the cost-exchange ratio that the Navy now faces in terms of
trying to shoot down targets at an affordable cost.

So these are issues that are potential matters of oversight con-
cern for the subcommittee as the Navy begins to get into the design
of the Flight III destroyer, and it is my understanding from the
Navy that they are going to begin preliminary design work on the
Flight III destroyer during fiscal year 2012.

Mr. LANGEVIN. I see my time has expired. Thank you for your
testimony.

Mr. COFFMAN. Mrs. Davis.

Mrs. Davis. Thank you, and thank you all for being here. I am
sorry that I wasn’t here earlier.

I wanted to go back to the question of how many ships are being
built and when we can reach the desired numbers. I know you have
had concerns for some time that the Navy perhaps was under-
estimating the cost of those ships.

Could you expound a little bit more on what you think really
ends up being the problem? Is it a question of our failure to rein
in spending in the shipbuilding accounts per se, that it is a difficult
thing to do? What role does the Congress play?

I know that in many cases there is a real desire to have some
of the shipbuilding contracts more front-loaded so there is consist-
ency in terms of work being done in a timely fashion.

What are some of the things that you believe are really the issue
here? If we are taking so much time, I think, to get to where we
want to go, it seems that other priorities that we might have that
come along really get put on the back burner in a fashion that
might not be helpful. I am trying to figure out how we deal with
that question.

Mr. LABs. In terms of what is sort of at the root cause of why
there are differences between the Navy’s cost of ships and sort of
CBO’s, or why ships are so expensive—if I understand, that is sort
of the core of your question—I think there are a myriad of factors
that are going into this.

For one thing is that the shipbuilding industry itself is proving
to be—it is an expensive industry. Labor and materials cost a lot
more, as we have seen in the economy as a whole, so that adds to
the cost of the ships. The rates at which we buy these ships are
relatively small, and that is going to force more overhead costs in
the yard into those ships.

The desire for a high degree of requirements on the ships, do we
make them more and more capable, has been driving up the cost
of the ships. Indeed, that was partly what motivated the rise of the
LCS program was the desire to find a ship that was less expensive
and more affordable that the Navy could buy in numbers to do a
lot of the sort of the day-to-day-routine type of operations, so you
are not sending a destroyer to chase down a drug runner or some-
thing like that.
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So there is a whole host of issues that sort of go into that. I per-
sonally can’t sort of pinpoint necessarily one or two that is doing
it. I would certainly not——

Mrs. Davis. I don’t expect a silver bullet. I am just trying to
make sure that we are asking the right questions in some cases in
terms of oversight, and whether there is just a real disconnect
there in terms of what is really needed for the job and what per-
haps is being put into the budgets.

I think the other thing, just to follow up really quickly, the other
issue really is one of the line items that a lot of the procurement
of the Navy ships require, and I think the issue of flexibility, while
we are not able to move some of that funding as well, does that,
in fact, contribute to this problem, or is it part of the problem that
we are not able to do that in as timely a fashion perhaps as we
should?

Mr. O'ROURKE. Well, that is a problem clearly under the scenario
of a year-long CR, because funding for shipbuilding, unlike funding
that is appropriated for other defense appropriation accounts, is
not funded at the full-account or lump-sum level. It is funded at
the line-item level, and therefore it is managed by the Navy at that
level.

And as the Navy has pointed out, even though the total ship-
building request for fiscal year 2011 was only about $1.9 billion
higher than the total amount provided in fiscal year 2010, the
funding is misaligned at the line-item level if you were to try to
meet the specific needs of shipbuilding programs in fiscal year
2011. So for fiscal year 2011 programs that would require a fund-
ing increase over the fiscal year 2010 level, the shortfall or the mis-
alignment, if you will, of these funds totals about $5.6 billion.

So whether it is done as a special provision in the CR or through
some freestanding piece of legislation, the Navy would need trans-
fer authority so that it could move this funding in a way that
would better align the amount of fiscal year 2010 funding with the
specific line item needs of fiscal year 2011 shipbuilding programs.
And they would also need authority for quantity increases as well.
This is sometimes referred to as the new start authority, but you
can also just call it authority for a quantity increase.

Mrs. DAvis. You would suggest trying to figure out a way to
change this?

Mr. O'ROURKE. Whether it is done as a part of a year-long CR
or through some other legislative vehicle, the Navy has made it
clear that these are the two forms of authority that would go a long
way, although not entirely, but a long way toward mitigating the
challenges they would face in executing their fiscal year 2011 ship-
building programs.

Mrs. Davis. Thank you.

Thank you, Mr. Chairman.

Mr. AKIN. [Presiding.] Thank you.

It is a pleasure to have you back again, Mr. O’'Rourke. You did
a wonderful job last hearing. This was a month ago or so. Very
good.

Mr. Langevin.

Mr. LANGEVIN. Thank you, Mr. Chairman.
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Mr. O’Rourke, time ran out before I was able to get to a follow-
up part of our discussion. In all the things that you laid out in
terms of analysis of alternatives that the Navy is going to have to
go through, being able to incorporate these new enhanced capabili-
ties, particularly the amount of power and cooling on the radar, I
wanted to know, in your estimation, can all of these enhanced ca-
p}zllbilit(i)es be easily added to, incorporated by the DDG-1000 versus
the 517

Mr. O'ROURKE. The most amount of work I think that would be
needed, or the biggest single piece of work I think that would be
needed to modify the DDG-1000 to better meet these changed mis-
sion emphases that the Navy has in mind would be to give the
DDG-1000 a BMD [Ballistic Missile Defense] capability. And to do
that, they would need to do a lot of code writing to put a new mod-
ule into the ship’s computer programming for BMD operations. And
they might also need to make changes to the radar, especially be-
cause they have taken away one part of the dual-band radar that
the ship was supposed to carry, and they would need to do some
rewiring in the VLS [Vertical Launch System] cells on the ship.

But it would be especially the modifications to the combat system
and to the computer program, to include a module that is not there
right now for doing BMD operations that might be the single larg-
est change, that the Navy would have to contemplate making to
that ship. There would be other changes as well.

The baseline question is could that ship be modified into a design
that would meet the Navy’s newly changed areas of mission em-
phasis, and the answer is yes, and there would be a certain cost
for doing that. The Navy reviewed those costs as part of the de-
stroyer hull radar study. They briefed Eric and I on that. It was
the Navy’s conclusion that they preferred to do this through the
DDG-51 line rather than modifying a 1000.

Mr. LANGEVIN. But there would be less physical modifications
that would need to be made to the 1000 versus physical design
char‘l?ges that would need to be made to the 51 to do the same mis-
sion?

Mr. O’'ROURKE. I guess I would answer by saying that the 1000
has a lot more growth margin on it than the 51 hull does at this
point, because the growth margin on the 151 hull is already par-
tially consumed.

Mr. LANGEVIN. Thank you, Mr. O’'Rourke.

Mr. Chairman, thank you. I yield back.

Mr. AKIN. Thank you.

I am sorry I am a little bit late getting here. I was just up at
the Budget Committee, and they are thinking of all kinds of das-
tardly things to do to the defense budget, so we were doing some
battle up there.

I think because of the fact we have another set of witnesses com-
ing, I am going to pass up the questions. I have the luxury of being
able to ask a lot of these questions to staff and to those of you sim-
ply when I need them. So I am just going to pass that up and
thank you all for joining us and for all the good work that you do.

Let us go ahead and take a 2-minute recess, and we will send
the next panel up.

[Recess.]
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Mr. AKIN. The committee will come back to order. And we are
going to proceed immediately to panel two. I am going to dispense
with any comments.

Sean, do you want to go first, or are you going to have some of
your witnesses? Why don’t you choose whoever wants to go first
and proceed.

STATEMENT OF HON. SEAN STACKLEY, ASSISTANT SEC-
RETARY OF THE NAVY FOR RESEARCH, DEVELOPMENT &
ACQUISITION; ACCOMPANIED BY VADM TERRY BLAKE, USN,
DEPUTY CHIEF OF NAVAL OPERATIONS FOR INTEGRATION
OF CAPABILITIES AND RESOURCES; AND LT. GEN. GEORGE
FLYNN, USMC, COMMANDING GENERAL, MARINE CORPS
COMBAT DEVELOPMENT COMMAND

Secretary STACKLEY. Yes, sir. Mr. Chairman, distinguished mem-
bers of the subcommittee, thank you for the opportunity to appear
before you today with Vice Admiral Blake and Lieutenant General
Flynn to discuss Navy shipbuilding. And thank you, of course, for
your steadfast support to our sailors and marines and your commit-
ment.

I have an opening statement for the combined team here. I would
propose to submit a longer statement for the record and go to our
remarks.

Mr. AKIN. That will be fine. Submit it for the record, and then
go ahead with your opening. Without objection.

Secretary STACKLEY. Today’s Navy is a battle force of 288 ships,
as many as half of which are under way on any given day, pro-
viding presence and maintaining readiness to respond to crisis or
conflict wherever our interests are challenged.

Our Navy’s ability to reliably meet the demands that come with
global presence and readiness rely upon three enduring qualities:
The size of the force measured in numbers of ships and aircraft;
the capabilities designed and built into these ships and aircraft;
and the skill, dedication, and resourcefulness of our sailors and ma-
rines who put to sea in these ships and aircraft.

The Chief of Naval Operations [CNO] and the Commandant of
the Marine Corps have defined the force necessary to meet our
Naval requirements in what has been referred to as the 313-ship
Navy. In fact, the CNO has emphasized that 313 ships is the floor.
So to this end, the fiscal year 2012 budget request includes funding
for 10 ships.

Equally important, the shipbuilding program includes 55 ships to
be constructed over the 5 years of the 2012 Future Years Defense
Plan, an increase of 5 ships over the plan of a year ago. This in-
crease reflects a priority placed on building the force called for by
the 313-ship plan, and reflects efforts to improve affordability with-
in our shipbuilding program, efforts which must be sustained and
which must prove effective if we are to succeed in recapitalizing
ship classes which were constructed during the build-up of the 600-
ship Navy.

Our budget request supports the Navy’s build plans to deliver a
new carrier every 5 years, while also refueling the Nimitz class,
sustaining an 11-carrier force from the commissioning of CVN-78
[USS Gerald R. Ford] through to 2041.
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We continue with Virginia-class fast-attack submarine procure-
ment at two boats per year. Sustaining this build rate is essential
to recapitalization of our submarine force, essential to affordability
on the program, and essential to ramping up the critical skills of
our submarine industrial base as we approach construction of our
next-fleet ballistic missile submarine.

We sustained DDG-51 production, which adds both capability
and capacity to our sea-based missile defense. We have been able
to increase our plan for DDG-51 construction with the addition of
a 2014 destroyer, which, with a planned proposal for a multiyear
procurement in 2013, will leverage the stability of this mature pro-
duction program, improve build rates for our two combatant ship-
builders, and improve affordability.

The Aegis modernization efforts are equally critical to rapidly in-
creasing capacity in missile defense, starting to increase the num-
ber of missile defense platforms from 21 today to 41, 36 ready for
tasking by the end of the FYDP [Future Years Defense Program],
while also improving their material condition to meet readiness de-
mands in the second half of their service lives.

With the strong support of this subcommittee, we are executing
the dual-award strategy for the Littoral Combat Ship, increasing
our build rate to four ships per year in 2012. Efforts to stabilize
design, improve production planning, invest in shipbuilder im-
provements, and leverage long-term vendor agreements, all within
the framework of a competitive fixed-price contract, have returned
this program to the level of affordability necessary for the Navy to
move forward with construction at efficient rates in support of the
55-ship LCS requirement.

We increase our amphibious lift capability with the procurement
of the 11th LPD-17 [San Antonio-Class Landing Platform Dock]
class ship, and are extending service of the USS Peleliu to main-
tain nine operationally available large-deck amphibious ships,
while awaiting fleet introduction of the lead ship of the America
class, LHA-6.

We are also increasing our logistics lift capability with the pro-
curement of second of three Mobile Landing Platform class ships,
or MLPs, and a joint high-speed vessel. With the 2012 budget re-
quest, the Navy has effectively accelerated the MLP program to
one ship per year, which should significantly approve affordability
for this class while also directly addressing the workload valley
confronting the shipbuilder.

In the second half of this decade, we will need to proceed with
recapitalization of three major ship programs. As announced last
fall, we are accelerating introduction of our next fleet oiler with
procurement of the T-AO(X) [Next-Generation, Double-Hulled
Fleet Oiler] beginning in 2014. T-AO(X) will bring modern com-
mercial design to our refueling-at-sea capabilities, while also pro-
viding critical stability to an important sector of our industrial
base.

We plan to commence procurement of the replacement for the
LSD-41 [Whidbey Island-Class Dock Landing Ship] class amphib-
ious ships in 2017, following definition of lift requirements for this
new ship class.
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Most significantly, we will procure the lead ship of the Ohio-class
replacement in 2019. It has been a quarter century since com-
pleting a higher class construction, and it is vital that we sustain
development activities for the next ballistic missile submarine suf-
ficient lead times to ensure our ability to produce this highly com-
plex, uniquely capable ship on schedule.

It is equally vital that we address cost-risk on this program
through every stage of its development, or we place other ship pro-
grams at risk. To this end we have carefully defined the capabili-
ties necessary to ensure the ship’s abilities to meet its require-
ments, and we have embarked on a focused design for affordability
effort to capitalize on lessons learned of the Virginia program at a
much earlier stage in the Ohio replacement program.

The Navy shipbuilding program outlines the challenges we con-
front today and for the long term in meeting our Navy’s force struc-
ture requirements. In the most pragmatic terms, and balancing re-
quirements of risk and realistic budgets, affordability controls our
numbers. So to this end we are focusing on bringing stability to the
shipbuilding program, finding the affordable 80 percent solution
when 80 percent meets the need. We are strengthening our acquisi-
tion workforce, increasing not just our numbers, but our core com-
petency in critical skills.

We are increasing emphasis and fidelity on cost estimates in our
requirements definition process to better inform critical decisions
at the front end to avoid breakage on the back end. We are con-
tinuing to improve our ability to affordably deliver combat capa-
bility to the fleet through open architecture. We are clamping down
on contract design changes, and we are placing greater emphasis
on competition and fixed-price contracts. The benefits of competi-
tion are compelling in every example.

Our goals for modernizing today’s force and recapitalizing the
fleet affordably cannot be accomplished without strong performance
by our industry partners, and so we are working to benchmark per-
formance, to identify where improvements are necessary, to provide
proper incentives for capital investments where warranted, and to
reward sustained strong performance with favorable terms and
conditions.

Now, bringing stability to the shipbuilding program also relies on
stable budgets. So as we work with Congress on our 2012 budget
request, it is important to emphasize that there is an underlying
assumption that the ships in our 2011 budget request will be fully
funded. While executing our shipbuilding plan for 2011, we are
making prudent decisions to mitigate the impacts of operating
under a continuing resolution; however, we are rapidly approaching
decision points where, absent necessary funding and new start ap-
propriations, we will run out of line and need to pull back sharply
on key programs.

Specifically, 2011 is the first year we increase our build rate for
Virginia to two boats per year. Likewise, we requested an increase
to construct two Arleigh Burke destroyers in 2011. And the Mobile
Landing Platform and LHA-7 Amphibious Assault Ship are each
a new start in 2011. As well, funding limitations on development
of the Ohio replacement and CVN-78 class construction place those
programs’ schedules at risk. Virtually every shipbuilding program
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and every shipbuilder is affected by the uncertainty of our top line
and the absence of a line-item appropriation.

In sum, the Department is committed to building the fleet re-
quired to support the National Defense Strategy, to which the fis-
cal year 2012 budget request addresses near-term capability needs,
while also laying the foundation for longer-term requirements. Ulti-
mately we recognize that, as we balance requirements, afford-
ability, and industrial-based considerations, it is vital that we,
Navy and industry, improve affordability within our programs in
order to build the 313-ship Navy needed by the future force.

Mr. Chairman, thank you for the opportunity to appear before
you today, and we look forward to answering your questions.

[The joint prepared statement of Secretary Stackley, Admiral
Blake, and General Flynn can be found in the Appendix on page
o

2.]

Mr. AKIN. Thank you, Mr. Secretary.

First of all, just in terms of the problems worked by the con-
tinuing resolution, a number of us on this committee have been
working to see what we can do, as we talked about, and I think
there will be continued support to try to provide you with the new
starts and things that are necessary to keep things running at
least in a somewhat orderly fashion. So we will continue to work
on that, and that we will have to do off line, I suppose, as different
things develop and depending how negotiations work out. But we
are aware of those problems. And particularly the problem that
seems to be affecting shipbuilding and the new starts and all is ab-
solutely critical, and I think there is at least some level of good
support particularly in the Armed Services Committee overall. And
I know Buck is working on that as well.

The second thing, I was just curious about one of the things we
have been paying attention to is the EMALS system on new car-
rier, and that has to be built into the hull and everything. And I
gather the timeline on that is pretty tight. How is that going, and
do you see any problems with that or not?

Secretary STACKLEY. Yes, sir. We have been managing EMALS
to the smallest detail. We were very concerned, about 2 years ago,
that the program was not on track. Basically we have replaced the
management team as well as ensure that the program is properly
funded both to complete its development and also to support the in-
yard need dates for the CVN-78.

Today we are at a point in system development that we have
turned over to the shipyard what is referred to as the Green Book,
which takes all the testing that has been conducted up at
Lakehurst, where we have a full-scale model in the ground that we
have used to launch aircraft. So we have developed the test re-
quirements, turned over that Green Book to Newport News on
schedule so that they can continue to build the CVN-78 to support
the test program.

On the production side, we are carefully watching each of the
components that need to be delivered to Newport News. We have
2 in particular, 2 motor-generator sets out of 12 that have very lim-
ited float on the in-yard need date, but we don’t see difficulties
right now in terms of meeting that. And all the other components
have float on the order of 4 to 6 months.
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So tight, yes; closely managed, yes. Do I think the risk is accept-
able? Absolutely. We have yet to complete the SDD [System Design
and Development] testing. As I described, we had launched aircraft
off the Lakehurst system in December to really do—stress it and
to drive learning early on. And coming out of that, in fact, we have
uncovered some dynamics associated between the system and the
aircraft’s performance that we have taken a pause to work more on
the software side of correcting that issue.

Mr. AKIN. Software, in order to change the amount of force rel-
ative to distance that the system develops?

Secretary STACKLEY. No, sir. What is beautiful about EMALS is
it is very scalable in terms of you dial in the load that you are put-
ting on it and what you want for speed at the end of the runway,
and EMALS will do the rest.

What we discovered in moving away from a dead load to an F/
A-18 is EMALS is a long—it is a number of linear motors that are
in series. And in the hand-off from linear motor to linear motor, as
the aircraft is accelerating, there is a slight gap, and that can be
tuned in terms of the way you ramp up the load and then the way
you drop it off to minimize that gap so it is not perceptible to the
pilot.

So that is an example of what we were not able to pick up in
dead load testing, but you put a pilot on an aircraft, and that is
the report that we received back. And so we dived into that to fig-
ure out what is the best way to mitigate that so that it is not a
problem.

So the bottom line is the test program is, frankly, in good shape.
It is a fairly exhaustive test program. We did take a pause, because
we did not, while we were working on these changes or corrections
coming out of the live aircraft testing, we did not want to have a
standing army on the test side that was performing inefficiently.
So we took a pause. We are coming back with corrections and pick-
ing back up the system functional demonstration this month.

Mr. AKIN. Sounds good.

Mr. Courtney.

Mr. COURTNEY. Thank you, Mr. Chairman.

And thank you, Secretary Stackley and the witnesses, for being
here today.

Secretary Stackley, I want to also particularly applaud the work
that you have done with this CR crisis, really, in terms of these
new start programs. Obviously, the Block III contract for Virginia
class was supposed to have been funded at the end of January, and
you worked with EB [Electric Boat] and Northrop Grumman to sort
of, again, extend that requirement, which the clock is still ticking,
obviously.

You know, your testimony over the years here in terms of the
Presidential helicopter and now this issue, I mean, again, I think
a lot of us really appreciate how sort of level-headed and
unflappable you usually are with a lot of these problems. Your lan-
guage that you just used, however, a few moments ago, saying that
if this CR goes out through the rest of this year, that you will have
to, quote, pull back sharply from the new starts, which, I mean,
that—again, given your, again, approach to things, I mean, can you
describe what that means in a little more detail? Really, at some
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point this is going to result in shipyards having to pull back sharp-
ly in terms of their workforce and obviously pull back sharply in
terms of our fleet growth.

Secretary STACKLEY. Yes, sir. Let me describe a couple of things.

First, the effort to minimize the impact of the CR is a collective
effort between the Navy and industry, and, frankly, dialogue with
Congress in particular areas.

Some of the challenges that we have in 2011, first, we do have
new starts that bind us. Second, as you all are aware, we are in-
creasing our investment in shipbuilding. So in fact, the 2011 ship-
building account is above our 2010 numbers. So when we are exe-
cuting at 2010 levels, then we don’t have enough head room or top
line to support our 2011 requirements. So we need both the top line
amount as well as the authorities to go with the new starts.

Now, in terms of contract execution and efficiency, frankly, what
I focus on is the start fab [start of fabrication] date program by pro-
gram, because if you line everything up to support the start fab
date, then you will minimize any cost impacts, so neither the gov-
ernment nor industry has a real issue. So where we have things
like advanced procurement or some amount of funding that allows
us to proceed with planning and ordering material to support start
fab and construction, then we are okay. Where we start to run into
trouble is when we come up to that start fab date, and if we don’t
have full funding then you have some significant impacts.

And there are a number of programs where we are challenged
right now. Mobile Landing Platform is the first one that comes to
mind. We had advanced procurement in 2010, so we have to ex-
pend that, and we are doing it smartly, but we are going to come
up to a point where we don’t have any further advanced procure-
ment funding, and now we have got a bridge to cross.

In the case of the Virginia, the start fab, we have the first Vir-
ginia under contract. The start fab for the second Virginia in 2011
is actually in the October timeframe. So it is perilously close, and
we have to, like I say, manage the planning and material support
to ensure we don’t miss that start fab date, or there will be impacts
to construction and impacts to the workforce.

So program by program, you go down the line. And if you look
at where you need to start fab, and if you have sufficient funding
to support that in the near term, then we are pressing on. But, ul-
timately, we need both authorities in that increasing the top line
that goes with our 2011 request.

Mr. COURTNEY. As the chairman said, all of us are doing what
we can to try and avoid that at all cost.

Ron O’Rourke and Dr. Labs testified a short time ago about the
out-year shortfalls, even if we are hitting all cylinders here, in
terms of the increase in shipbuilding. And in particular they talked
about the fact that in 2024, Admiral, the submarine fleet is going
to fall below that 48-ship sort of target that the Navy has repeat-
edly said is needed for mission requirements. One issue which was
pointed out with the earlier panel was the 2018 issue of whether
we buy one or two submarines. I just wonder if you can comment
in terms of what benefit that would have if we were able to make
it to two in terms of that shortfall.
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Admiral BLAKE. Well, if you are able to make it to two, you
would, of course, mitigate the situation to some degree because you
would be able to bring that boat on line when the shortfall starts.

But I think if you take it in the larger context, the challenge you
have with the SCN [Shipbuilding & Conversion, Navy] account in
particular with buying that second boat is you have to, if you will,
come up with around $1 billion in the years preceding the buy, in
2014, 2015, 2016, and 2017, in order to get economic order quantity
as well as your advanced procurement. And then you would have
to come up with the dollars in 2018 in order to be able to buy that
boat. And what really complicates it is that fact that you have got
the SSBN(X), which we are putting the R&D into for our strategic
forces, competing at that time. And, of course, as you are well
aware, we have brought that number in within our top line as we
were directed to do last year.

So when you look at it from that perspective, just from the sub-
marines alone, not just to take it in isolation, but then you have
also got the balance, because we have also got issues, as you are
well aware, with surface combatants both and as well as our
amphib [amphibious warfare] force. So when you take it in that
context, it is not an easy—you can’t just take the issue in isolation.
You have got to take it across the entire portfolio and then deal
with it.

Mr. AKIN. Okay. Mr. Coffman.

Mr. CorrMAN. Thank you, Mr. Chairman.

First of all, this is to the Secretary. It is our understanding that
the Department of the Navy officials agree that a 38-ship amphib-
ious force would more fully meet the Marine Corps’ two Marine Ex-
peditionary Brigade amphibious echelon lift requirement. Such a
force would include 17 amphibious ships for each Marine Expedi-
tionary Brigade plus four additional ships to account for 10 percent
to 50 percent of the amphibious ships force being in overhaul at
any given time.

What risk is associated with maintaining the Navy’s current plan
of a 33-ship amphibious force?

Secretary STACKLEY. Yes, sir. Let me start by describing, the 38-
ship number has been an enduring requirement, and today we are
at 30. So the determination has been that 33 ships would meet the
requirement with acceptable risk. What we are intending to do in-
side of the 313-ship plan and by the end of this FYDP, if you look
at the details inside the FYDP, is to get back up to a 33-ship am-
phibious force that is made up of notionally 11 big-deck amphibs,
11 LPD-17 class ships, and then 11 LSD-41, 49, or their replace-
ments.

Where the risk comes in, and I am probably going to turn this
over to General Flynn to discuss the risk piece, is associated with
how much of the lift requirement you take to the fight with you.
So if you are dealing with a 2-MEB [Marine Expeditionary Bri-
gade] assault, if you have 30 amphibs that are operationally avail-
able, you are not going to be able to bring the full table of equip-
ment associated with 2-MEB. And what the Marine Corps looks at
is some of the support elements coming in at follow-on echelon.

Mr. COFFMAN. General Flynn.
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General FLYNN. Yes, sir. As Mr. Stackley said, the 38 ships
would give you 17 ships per brigade. And we believe that we could
effectively—because of the fiscal constraints we have, we could do
the assault echelon and load it out on 15 ships.

The other key part of that is it is not just for the major contin-
gency operation. It is also, we believe with 33 ships, with an ac-
ceptable degree of risk, you can meet the day-to-day requirements
that we are seeing in regards to presence and crisis response. But
if you don’t have that on the day-to-day operations, what you run
into is you run into challenges that—to ensure that you have suffi-
cient dwell time for the crews, time for maintenance, and then your
ability to meet emergent requirements. Because right now what we
are seeing, based on the number of actions that we are having to
respond to, is that we are stressing the force. And we are meeting
the requirements, but that is where your risk would be in your
ability to continue to meet the demands.

Mr. CorrMAN. General Flynn, LHA-6, the next amphibious ship
to be delivered to the Navy, is more than 1 year late past its
planned delivery date. What impact does this have in meeting Ma-
rine Corps lift requirements?

General FLYNN. As Mr. Stackley said, we are on course to make
33 ships here starting in 2017. A key part of that is when the plans
were built, there was the idea behind when a ship would reach its
expected service life and then when a new construction ship would
come on. So if there are delays in new construction, you then also
pressurize the need to be able to do maintenance on ships to be
able to continue their mission.

And, for example, because of the Continuing Resolution right
now, one of the challenges we have is the Peleliu was supposed to
begin a yard period about a week ago. And if we don’t have the
funding to be able to do that, the Peleliu is the ship that is going
to help us bridge the delay in construction in the LHA-6.

Mr. CoFFMAN. Vice Admiral Blake, due to the Continuing Reso-
lution, the amphibious ship Peleliu’s maintenance availability was
recently cancelled. Furthermore, the Navy plans to extend Peleliu’s
decommissioning date by 1 year in 2014. What impact will this
missed maintenance availability have on meeting the Marine
Corps’ lift requirements, and what options are being planned to
mitigate this issue?

Admiral BLAKE. Sir, first, when you look at it, what we will have
to do is we will have to look at the ships as they are coming up
on these avails, and then we will have to juggle them because of
the loading within the yards. So it is not just that there is a yard
open, and we can, if you will, push Peleliu in.

But it goes to even a bigger issue. Peleliu is only one of five ships
that will not be going in the yards by the end of this month as the
CR continues. So it goes across the entire force.

In the case of Peleliu, what we are looking at right now is ex-
tending her an additional year, as you know, in order to—because
of the late delivery of her replacement. And what we will have to
do is then juggle the global requirements in order to make sure
that we are able to meet all our commitments worldwide.

Mr. CorFrMaN. Thank you, Mr. Chairman. I yield back.

Mr. AKIN. Mr. Critz.
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Mr. CriTZ. Thank you, Mr. Chairman.

I am going to follow along the lines of Mr. Coffman’s questions
concerning the amphib ship lift. I am assuming that 33 ships,
which we are headed for, has the risk. But it is only the risk gets
greater if we go to a high optempo [Operations Tempo] sort of
thing. So do I understand correctly that 38 is the ideal; 33 we can
live with, but if we end up with high levels of activity, that is
where we would see the issues?

General FLYNN. Sir, I think it is fair to say that, with 33, we
should be able to meet all levels of activity with an acceptable rate
of risk. Because sooner or later, you know, you have to make
choices on your requirement, and we believe that we can meet all
the requirements with 33 ships.

Mr. CriTZ. And, Mr. Secretary, you had mentioned earlier that
a 313 fleet ship force is the floor, I think is the terminology you
used. And we were listening to testimony earlier that the Navy is
actually going to probably come back with a level that is more like
320, 321, 322 as the ideal number. Is that something that we are
going to be hearing about in the near future, or is this all just
rumor?

Secretary STACKLEY. First, I want to attribute the term “the
floor” to the CNO. And in terms of any future force structure as-
sessment, I think Admiral Blake should probably address that.

Admiral BLAKE. Sir, we, in fact, during the past year have done
a force structure assessment. And what we are currently doing is
working through the leadership both on the Department of the
Navy side and the Department of the Defense side. And I expect
that we should be delivering that in the near future, as soon as we
go through the wickets with the leadership.

Mr. CriTZ. Thank you.

And so based on what the CNO said as 313 as the floor, I am
looking at the 30-year plan of what the inventory is going to be,
and it seems like there is quite a lot of years where we are well
below the 313. And I am trying to figure out, as we look forward,
is this something that we need to start addressing now to maintain
that 313 floor?

Secretary STACKLEY. Yes, sir. Let me try to break this up into
a couple pieces.

First, when the 313-ship requirement was established, which
goes back to 2005, that was not 313 in 2013; that was looking out
to the 2020s, because at the time we had a 276-ship Navy. So it
was forward-looking to basically give us the ability to build up the
force structure. And if you take the long-term plan, if you just look
at the 30-year plan that the Navy delivered to Congress last year
and break it down to three periods, the first decade is really a
build-up period, and that is where you see the Navy peaking out
at about 324 ships in the 2020 timeframe. And that is good.

Now, but at the same time what you also see is the Ohio replace-
ment program entering the picture, and that has a very significant
impact on our ability to sustain the build rates that you see in this
first decade of the 30-year period. We have worked with OSD [Of-
fice of the Secretary of Defense] to basically put together a plan
that allows some top-line increase during the period of the high re-
placement program construction to the tune of about $2 billion per
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year, but it is such a substantial program that it really does sup-
press build rates during that period, and so, in fact, what happens
in the longer term is we start to come off of the peak of 324 ships
as other shipbuilding programs are drawn down in numbers. So it
is an extremely important concern on the part of the Department
of the Navy.

Our near-term focus, I think, is exactly correct in terms of trying
to drive affordability and stability into our plans. We have a mid-
term issue of having to, one, ensure that the Ohio replacement pro-
gram does not escape in terms of cost; and then, two, within our
top line work priorities, and to the extent possible, affordability to
minimize the impact on the longer term. But we don’t hesitate to
describe the concern and the impacts to meeting our requirements
in the long term associated with that.

Mr. CriTz. Before my time runs out, just so I have sort a full un-
derstanding, the 313-ship level is a level that is a goal, and it is
a level that is based on our national security interests; would that
be correct?

Secretary STACKLEY. If I can share this response with Admiral
Blake. But 313 is a requirement that was established that balances
a couple of considerations. First is global presence. We have today
288 ships; 142 of them are under way today, and about half are
under way at any given time. And of those, 40 percent of our ships
are deployed. In order to sustain global presence, you need a force
structure size that allows the turnaround time and allows your
maintenance and upkeep for your force. And then the other is re-
sponse to a major combat operation.

So balancing those two, you arrive at the makeup of the 313-ship
force. That is requirements driven. And then in our shipbuilding
plan, what you see is we will call it fiscal constraints or budget re-
ality. When you overlay on top of that requirement what can we
afford with reasonable expectations of future budgets, then the pic-
ture starts to emerge in terms of the build-up and then the long-
term impact when the recapitalization of retiring ships just be-
comes too much in a limited period and has an impact on the over-
all size of the force.

Mr. HUNTER. [Presiding.] Mr. Rigell.

Mr. RIGELL. Thank you, Mr. Chairman.

Secretary Stackley, Admiral Blake, and General Flynn, thank
you for your service to our country. And I have the real privilege
of representing Virginia’s Second Congressional District, and, of
course, just I like to think of it as the epicenter of our Navy, cer-
tainly on the East Coast, the world’s largest naval base, and Naval
Air Station Oceana, and the naval amphibious base at Little Creek.
So the equipment that you procure and the ships that you are
building enable our men and women in uniform to accomplish the
mission, and I am grateful for your service in that regard.

My question addresses the fiscal year 2011 continuing resolution
and a program issue that I don’t think has really been discussed
and gotten the attention that it merits. It is my understanding that
the CVN-78, the Gerald R. Ford, was authorized to be funded in-
crementally over 4 years, beginning in fiscal year 2008 with its pro-
curement and finishing in fiscal year 2011. As I review the budget
from fiscal year 2010 for CVN-78, I know that approximately $737
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million was appropriated by the Congress, and that amount is pre-
sumably a ceiling which the program is forced to live within while
under this continuing resolution. And I further note that the fiscal
year budget for CVN-78 was over $1.7 billion. So that leaves us,
the math is pretty simple on that, a delta of over $1 billion.

So, Mr. Secretary, I address this to you. What, then, is the
Navy’s plan for funding the rest of CVN-78 if you are forced to live
within the continuing resolution? And as a slight follow-up there,
is there any specific legislation or legislative authority that would
be required by the Navy if that, in fact, is the case?

Secretary STACKLEY. Yes, sir. In my opening remarks, I refer to
both the CVN-78 and 79 construction impacts associated with the
CR, because we also have advanced procurement on the 79 that is
affected in 2011.

With regards to the fourth year of incremental funding on the 78,
there is a $1 billion delta between the 2010 CR levels and the 2011
request. So two things would have to happen if we have to live
within that cap in 2011. We would have to have the balance of
funding in 2012, and we would have to have the authority that
goes with an additional year of incremental funding. Today we are
authorized 4 years incremental funding. We need that fifth year.
The added funding doesn’t come into the picture until about the
2013 timeframe. So the funding that is in the program today gets
us, including 2011 at 2010 levels—would get us into 2013, but we
would be getting into 2013 on fumes.

So there is a shortfall. We would have to have that restored in
2012. We would have to have the authorities that go with that.
And, as you know, you have the 2012 budget request in your
hands. So any program impact associated with the CR on ship-
building, there is no room in 2012 unless you all make room for it
to fix it in 2012 without creating a cascading impact on the total
shipbuilding plan.

Mr. RIGELL. I appreciate your clarification on that. And what
limited funds that we have, they are under stress because of oper-
ating under the CR. And I have met with senior Navy officers and
procurement officials within the district, and we are going to do ev-
erything we can to straighten this out for you. It just pains me as
a businessman who now serves in our Congress to see that it is
just so, in some ways, almost irrational the way that we are going
about this. So I assure you that I am pursuing every option that
I can, and I know my colleagues are as well. Thank you for your
testimony.

I yield back.

Mr. HUNTER. Ms. Sutton.

Ms. SuTtTON. Thank you, Mr. Chairman.

éxnd thank you for your service and for your testimony here
today.

I am going to talk to you about something that we haven’t heard
yet here and may come as a surprise. But I think a key component
of modernizing our infrastructure and preserving our military as-
sets and saving money in the process, which we hear a lot about,
saving money in the process, is adopting a robust corrosion preven-
tion and mitigation strategy. And it is not a glamorous topic, but
it is one that is worth our time and attention, and, frankly, it is
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something that DOD is doing well, because they have invested in
the Office of Corrosion Policy and Oversight. It plays a really im-
portant role, just to give people a little idea of the scope of corro-
sion in all of our branches as well as all on our military assets.
They all face unique sets of challenges when it comes to corrosion.

But including the military as well as our roads, bridges, high-
ways, water systems, I mean, corrosion has a cost of some $276 bil-
lion a year. Two hundred seventy-six billion dollars a year. And for
those of us in this body—that is according to a GAO study. Those
of us in this body who are concerned about fiscal responsibility, it
seems to me that one thing that I would enjoy you expounding a
little bit upon is this DOD corrosion office that you have, because
it is my understanding that there have been a number of dem-
onstration projects, some 150-plus demonstration projects, that
show a return on investment of somewhere in the neighborhood of
55 to 1.

So why is that important? Because it is important that we make
cuts that are smart cuts and we make investments that are smart
investments to get us where we are going. Specifically, there was
an article in the San Diego Business, I think, Journal it was about
the effects of corrosion causing us to retire, I believe it was, the
Spruance ships at a much earlier date because of the lost ability
to keep them viable because of the impact of corrosion.

So in these days of continuing resolutions—and that is also an-
other issue, isn’t it? Because if you let things corrode, and you don’t
have the money to fix them now, you sometimes lose the capacity
to fix them later.

So if you could just sort of expand upon how we might be smart
in investing in these technologies up front and having that money
recaptured down the road.

Secretary STACKLEY. Yes, ma’am. At great risk, I will start by
saying that an old friend used an expression that, if you want to
get an argument out of me, you are going to have to change the
subject.

Corrosion control. I have seen extraordinary numbers in terms of
the cost impact associated with corrosion on our ships and aircraft
to the tune of 40 percent of our maintenance dollars are tied to
wrestling with corrosion issues. We do have a concerted effort,
DOD, OSD has a chair, and each of the services contribute to a
team that goes after best practices, investing in developing new
techniques, looking at materials, and then how do we best imple-
ment these.

We spend a lot of our time talking about affordability on the pro-
curement side because we are trying to acquire our platforms, but
we are placing much greater emphasis these days on life cycle
costs, because it is starting to dominate our ability to operate and
maintain our ships and aircraft. And corrosion is a key part of that.

So inside my office I have a corrosion czar that pegs to the OSD
team and works across programs and systems commanders to tar-
get smart investments and to figure out how can we either accel-
erate on what we call forward fit when we procure the platform,
and what do we need to do on backfit in terms of maintenance and
upgrade and also modernization.
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When we look at extending the service life for ships, a key part
of a 313-ship Navy is holding on to the ships you have got for their
full service life. And, in fact, we are looking at extending service
lives on certain platforms. We don’t have a prayer of doing that un-
less we get out in front of issues like corrosion.

So right now, when we go through the Aegis modernization pro-
gram, we are at the front end of the destroyers. So the Flight I de-
stroyers have just entered Aegis modernization, and as we are tear-
ing those ships down, we are getting a good material baseline to
capture what the first half of their life’s history is, but we are also
looking at instrumenting so that as we go through and press on
with upkeep for the Flight I ships, we are building the work pack-
age for the Flight ITA destroyers, because those are the ships that
we are looking to extend beyond their initial service life. And so we
are using this period to figure out what are those investments that
are required, what are the key areas of the ship that need the at-
tention, and then ensuring that, in the longer term, the dollars are
there and the efforts are there to meet the service life expectations.

So you hit some large numbers in terms of the number of initia-
tives. There are a large number of initiatives that span from in-
vestments in paint teams just to help the crews maintain their
ships to selecting some pretty exotic materials in key areas where
you don’t have the ability to get at the point of corrosion, and so
you really need to rely on higher-tech solutions.

Ms. SuTTON. Thank you.

Mr. AKIN. [Presiding.] Mr. Wittman.

Mr. WITTMAN. Thank you, Mr. Chairman.

Secretary Stackley, General Flynn, Admiral Blake, thank you so
much for joining us today, and thank you for your service to our
Nation.

Secretary Stackley, I want to pick up with your comment about
this entire picture, and I want to put it in context of saying that
I believe with the challenges this Nation faces with its defense
needs at the very top of the list is Navy capacity. And capacity pro-
vides us the ability to project force, and 313 is the bottom line. Ob-
viously I think a larger number of ships is needed. The key is how
do we get there? And I think it is critical that we get there.

We talk about building ships. I want to go to your point about
service life completion. If you look at it, it looks like the Navy is
getting back to basics and saying, listen, we have got to do the
training. We have to make sure that the manning requirements are
there. And so they are moving billets from land back to sea. And
I think that is the proper response to what has been a failed opti-
mal manning plan.

If you look at where we need to go in the future, I think that
I am concerned in that I refuse to believe that that just happened
overnight, that that realization was just there. To me, that should
have happened sometime past, and that we have seen, I think,
some history there where we have kicked the can down the road
on maintenance and training. And I think that is finally coming to
roost right now with where we need to be with this entire plan of
fleet capacity, and with where we are with optimal manning, and
seeing that that has been put by the wayside, and where that deci-
sionmaking has led us.
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I just want to know, why are we just now going to general quar-
ters over this? And I want to know how long it is going to take for
our fleet to get back on course where we are going to be conducting
effective and thorough maintenance and materials management
and making sure that we are providing the necessary training for
our sailors to make sure that we never get back to this position
again. And we have seen some early science of that, of those prob-
lems there. I want to make sure that we have a clear under-
standing about why it took us so long to get where we are, and how
we are going to avoid this in the future, because we do not get to
the fleet capacity we need without making sure that we have a ro-
bust program for training, maintenance, and materials manage-
ment.

Secretary STACKLEY. Yes, sir. This is probably going to be a two-
part answer where Admiral Blake is going to have part two.

This is actually a fairly complex issue, and the CNO and Admiral
Harvey, Fleet Forces Commander, have spent a lot of time trying
to get to the root of it and have launched a couple of key fleet re-
views to get a better understanding of what are the root causes,
what do they trace back to, how far back do we, in fact, have to
go to start correcting the issues. And then you have a large popu-
lation of issues. Now you have to prioritize it, and then you have
to resource it.

So several things emerged. One is we went through a long period
of implementing a number of initiatives that would bring certain
efficiencies from a budget perspective, but placed risk on the fleet
in terms of care and maintenance of our ships. And they were done
somewhat individually without a recognition of what the cumu-
lative impact would be, and then over time the issues started to
manifest themselves. So in the course of the past, I would say, 1
to 2 years, we have been coming to grips with it and reversing
some of those initiatives that were laid in place years ago.

You mentioned some of the manning, in terms of increasing our
ships’ manning. We are looking at everything across the board. You
hit on training. That is a key element. Parts support. We are going
back to ensure that in our attempt to reduce everything from in-
ventory to just in time, we have got the right understanding of reli-
ability-based bearing, so that whether it is a spy radar or whether
it is an LM2500 [General Electric gas turbine], when the trained
sailor that is on board ship now goes to the parts bin, he has got
what he needs to keep the ship running.

So we are looking across the board trying to ensure we have got
the right priorities in place while we—and it is going to take
time—while we resource the number of things that we need to re-
source to increase our readiness and reliability system by system,
platform by platform.

Admiral BLAKE. The one thing I would add, I would say as you
have this series of initiatives taking place, I think if you look back,
you would say that not any one initiative taken in isolation would
have a debilitating effect. But when taken in cumulation, what we
started seeing, if you will, the indications and warnings on the ma-
terial inspection side, one of the principal ones being in-serve,
where we would go on board ships. And, of course, in-serves are not
done every year; they are done over a period of time. And so you
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didn’t get the trend analysis until you started seeing them coming
in. And then the question came up, why are these ships not doing
well on in-serve? And then you had to focus on, all right, now that
they have not done well, have we got a trend here? So then we had
to look at it, and then we had to isolate it, and then we started,
if you will, working our way back.

You mentioned moving personnel from shore to sea. Not only are
we doing that, we are also putting a greater emphasis on eye-level
n}llaintenance down on the piers so that we can put more people
there.

We have increased the training, we have increased the dollars
that we put in maintenance because we recognize that if these
ships are going to make it to the end of their service lives, we have
got to do that. And it is all the ships.

The best example I can give you is the midlife we are doing on
the LSD—41 class. We have got to get those ships. We tailor those
midlifes to each individual ship, so you will have different amounts
depending upon their material condition. And that is absolutely
critical if we are to get those ships to the end of their expected
service lives. Without that, you are going to see that ships will not
be able to get there, which is, as one of your Members brought up
earlier, why it is so critical to get these maintenance windows done
as we are operating under the current CR.

Mr. AKIN. Thank you.

Mr. Langevin.

Mr. LANGEVIN. Thank you, Mr. Chairman.

Gentlemen, thank you. Admiral Blake and Secretary Stackley,
General Flynn, thank you all for your service to our country, ex-
traordinary service, and everything you have had to say here today.

I was away from the beginning part of this panel, so I apologize
if my question has already been asked. But Admiral Blake I would
just start with you, if I could—with respect to a follow-on to the
Ohio-class submarine, the SSBN(X). Officials within your organiza-
tion recently described some of the significant schedule and cost
challenges that face the program. Considering the importance of
our ballistic missile submarine force to our nuclear and strategic
posture, obviously it is clearly important that these boats be de-
ployed on schedule. How confident are you that the Navy will meet
its cost and schedule goals?

Admiral BLAKE. We have a very high confidence level that we
are going to be able to meet both our cost and our schedule goals,
and I will give you a couple of specific examples of why we feel that
way.

First of all, we are leveraging what has been done in the past
in the earlier submarine programs, specifically the Virginia class.
We are also leveraging for the SSBN(X), the D-5 SLEP program.
So we are not starting out new. We have got a proven program. We
are going to do an extension on those, and we are going to be able
to put a proven system on those ships.

When I refer to the Virginia class, we specifically looked at, not
only their HM&E, hull maintenance and engineering, but also their
combat system suite, and we leveraged off those programs in order
to apply them to the SSBN(X). We recognize that we have to have
an SSBN(X) on station, certified, ready to go in 2029, and we also
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realize that in order to do that, we have got to start in 2019 with
the building of the first ship in that class.

So what we have done is we think we have built flexibility. We
have addressed issues up front. We have even gone to the detailed
design on this particular class of ship, and we have it at the most
mature level, as compared to say either the Virginia or the Sea
Wolf class, which were not at that high a level in detailed design.

So when you take all those factors into effect, I think what you
see is that we think we are in a good place when it comes to both
the cost and scheduling to deliver that ship, because there is no al-
ternative. As you mentioned earlier, it is the most survivable leg
of the triad, and we have to deliver that capability to the Nation.

Mr. LANGEVIN. I agree, Admiral. Thank you for your answer.

Secretary Stackley, because of the strategic mission of the
SSBN(X) and the fact that it remains, as we have talked about
today, the most survivable leg of the nuclear triad, some, including
the Chief of Naval Operations, Admiral Roughead, has stated sup-
port for moving the SSBN(X) funding out of the Navy shipbuilding
into a conversion account to alleviate fiscal pressures on other ship-
building programs.

Given the fiscal pressures across all of the U.S. Government, can
you outline how that could be accomplished without decreasing the
top line of the Navy’s yearly budget?

Secretary STACKLEY. I don’t have good past examples of being
able to do that, but we have a couple of examples of other major
programs that have been set aside, if you will, into a special fund.
So we established—you all established the National Defense Sealift
Fund back almost 20 years ago now to address the need to recapi-
talize our sealift fleet, and that has proven very effective.

More recently, the Missile Defense Agency has been separately
appropriated, again to fund the investments required on the devel-
opment side and some procurement to address what is in fact a na-
tional security priority. So those are probably the two closest recent
examples of separately funding something, a requirement that is at
that level of importance and, frankly, that level, that size.

We, barring any other alternatives, we have brought the cost of
the high replacement to bear against the total shipbuilding top
line. If it does nothing else, it addresses the—it brings the issue to
light much earlier in the process so that the administration and
the Congress have the opportunity to wrestle with, how do we fit
the recapitalization of the higher class within the other pressing
priorities that the Department is facing?

Mr. LANGEVIN. Thank you, Secretary.

Turning to Virginia class, if I could, Admiral Blake, on account
of the sharp drop in our attack submarine force as the legacy sys-
tems leave the fleet, the Navy is set to procure, as you know, two
Virginia-class submarines per year until 2018. After that date,
however, the force is going to begin to drop below the Navy’s re-
quirement for a 48-ship fleet.

What are the possible mitigation strategies to counter this short-
fall, and in particular, what effect would procuring an additional
submarine in 2018 have in the Navy’s attack submarine shortfall?

Admiral BLAKE. Sir, that is sort of a two-part question. What
have we done to this point, first of all, we have accelerated the de-
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livery of the Virginia class. We have gotten that down from 72
months down to 60 months.

Second, we have looked at the Virginia class, and not only the
Virginia class but all submarines, and determined which, if you
will, could be best in breed, and we might be able to get extensions
out of those boats.

Specifically to the 2018 boat, one of the real challenges we have
there is if we were going to be able to put that boat in there, we
would then have to come up with both economic order quantity and
advance procurement in fiscal years 2014, 2015, 2016 and 2017 to
the tune of about $950 million to $1 billion in those years. Then
we would have to come up with the additional dollars in 2018 to
buy that. And what really complicates it is we have, as you know,
within our top line all the R&D and the initial dollars for bringing
the SSBN(X) on line. So when you couple that in there, that is
where it comes.

If that boat were to be there, would it mitigate our shortfall? Ab-
solutely. But what you have to do is you have to look across the
entire portfolio, not only with the attack submarines but also with
the surface units, because we have to balance within our portfolio;
we have to be concerned about getting our amphib numbers there.
We also have the issue coming between 2020 and 2030 when we
have large numbers of surface combatants going away, and we
have to replenish those stocks.

So when you look at it, if you just take it in isolation, anything
is possible. But when you take it and look across the entire port-
folio, that is where the real challenge comes for us.

Mr. LANGEVIN. Thank you, Admiral.

Thank you, gentlemen.

I yield back.

Mr. AKIN. Mr. Hunter.

Mr. HUNTER. Thank, Mr. Chairman.

First, General, Admiral, Mr. Secretary, thanks for your service
and your dedication in working with us in trying to get the Navy
where we think they need to be at and the Marine Corps as well.

The first question I guess would be for General Flynn, kind of
going off Mr. Coffman’s and Mr. Critz’ comments on the LHA-6
and 7. Do you think there is any commentary on the Marine Corps
right now, the fact that they don’t have well decks, the fact that
they can’t support any kind of landing craft going out of them? Or
do you think that kind of plays into the cancellation of the Expedi-
tionary Fighting Vehicle and looking for a new one there?

Is there any commentary there that the Marine Corps now has
LHASs with no well decks?

General FLYNN. No, sir, I don’t believe there is anything like that
there. The decision to build the LHAs without the well decks was
made probably I think about well over 5-6 years ago, and at the
same time, the commitment, we were moving ahead with the Expe-
dﬂsionary Fighting Vehicle. So I don’t see any commentary there at
all, sir.

1 I\/II{I'.?HUNTER. Do you think it is wise to have LHAs with no well
ecks?

General FLYNN. Sir, I believe, when you have a limited number
of dollars to spend on shipbuilding, the more versatility and flexi-



37

bility you can get in the ship is what we should look for, and that
is why over the last year we have been working with the Depart-
ment of Navy and the Navy to, when we build LHA-8 in 2016, we
are going to put the well deck back in, because that will give you
the most flexibility and versatility out of a limited number of as-
sets.

So, I am a believer in a well deck, and when I testified last year,
I said we should be looking about putting the well deck back in,
and I think we are on the path to do that, sir.

Mr. HUNTER. Thank you.

Mr. Stackley, you concur the LHA——

Secretary STACKLEY. Yes, sir. We are basically doing an analysis
of alternatives right now looking at different approaches towards
restoring the well deck to the LHA-8, considering, one, the time-
frame and then, two, what is the most affordable method to give
that ship the capability.

Mr. HUNTER. The next question is kind of broad. If you look at
world events and where we are based at, where the Fifth Fleet is,
countries we use for kind of bases of operations because we have
to, and as we start pulling away from those places, let’s say, if we
start moving away from places like Bahrain because of their style
of government, which we don’t fully support, but we have to use
them, and we do support them in certain ways, but as we move
away from that and as we move into more of a, let’s call it sea-
based basing—Ilast week I think it was Admiral Roughead said the
great thing about a carrier or any other kind of ship is you create
your runway on the water there. So you are based out of the water,
and you can go anywhere, and you don’t have to use these bases
which we might not like the people in those countries that they re-
side.

So the question is this: One, moving this conversation from what
I have just stated to things like the MLP, to things like, hey, we
have to sea base now, we are going to have to do it more, I frankly
think we should start doing it now. Secretary Mabus didn’t really
have a great answer last week because he said, well, what we are
doing now is based on the QDR [Quadrennial Defense Review].
Well, the QDR doesn’t account for Libya, and it doesn’t account for
Bahrain. It doesn’t account for Egypt. It doesn’t account for all of
these things that just happened to blow up in the last month,
right? This stuff all just happened. It accounts for two ongoing op-
erations but not in the way that it is happening now.

So the question is, how much more important does it make
things like having an MLP—and General Flynn, please, and Admi-
ral, whoever would like to, this is my last question—so how much
more important does world scenarios, kind of the way things are
right now, play when it comes to total sea basing and things like
the MLP and being able to transfer cargo and that thing in the
ocean?

Admiral BLAKE. Yes, sir. I think if you look at the Navy-Marine
Corps team, we will have always been expeditionary in our ap-
proach. So we like to say, we only like to play away games. We
don’t like to play home games. By that we mean, we want to be
out there forward deployed and providing a deterrence presence, if
you will, as we are out there.
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When you look at what we are able to do, Admiral Vernon Clark,
when he was CNO, used to say, oh, we can go anywhere and we
dorlt;’t need a permission slip. And that is exactly where we want
to be.

So, as you have articulated, this combination of amphibious and
surface combatants and aviation is what gives us that ability to be
forward deployed and give that forward presence to the country,
and I think it is an absolutely critical aspect.

General FLYNN. Sir, a key part of that is I think our approach
to what we are doing with maritime prepositioning in working with
the Navy and getting the MLP going and also adding the T-AKEs
[Dry Cargo Ships] to the existing squadron is an example, first of
all, of frugality. We are taking existing assets and we are making
them more useful for the environment we are about to receive or
about to see.

So what you see by the addition of the MLP and what you see
by the addition of the T-AKE is we will have the ability without
going into port to do selective offload of the MPS [Maritime
Prepositioning] ships and also to be able to do at-sea transfer of ve-
hicles so that you can get them to the connector that you need to
have relevance ashore.

So, first of all, I think it was a frugal approach, and the other
part is I think it is going to tremendously increase our capability.

Mr. AKIN. Thank you.

Ms. Davis.

Mrs. Davis. Thank you all for being here, and perhaps just put
in a plug for some front loading of that funding from time to time
when it looks like we could use it. I would certainly ask us all; I
think we have been looking at that for some time.

I wanted to ask about the reasoning behind carrier homeporting
decisions. I know that is a difficult one. I know it is complex. I
know a lot of things go into that. But it is difficult to actually pin
folks down about it, quite frankly. So I am going to ask you if you
could tell me exactly what goes into the process of determining a
home port, and what can effect a change in those decisions? Be-
cause sometimes we see that the Navy plans to home port ships in
different locations or move ships, and yet then it is determined that
new ships are coming online, so that is not a good idea to do what
was previously thought would work.

Tell me a little bit more about that and what we can expect and
how sometimes delays in shipbuilding negatively affect those home-
porting decisions as well.

Secretary STACKLEY. I am going to have Admiral Blake address
the homeporting issue, and then I will then talk about delays in
shipbuilding.

Admiral BLAKE. If we take the West Coast for an example, if you
look, we have three home ports on the West Coast that are carrier-
capable. We have the two up in the Northwest, and then we have
the one down in San Diego. And if you look, our position to put one
carrier in Bremerton, one carrier in Everett, and then have up to
three carriers in San Diego, and additionally, because carriers have
to go into the yard, what we have is we have the ability to put a
carrier up in Bremerton in order to give it an extended yard period
with a dry docking.
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Our most recent example is the Nimitz class, the Nimitz itself,
actually. And what we have to factor in as we are, if you will, mov-
ing the ships around is we like to have that strategic balance and
we like to make sure that we are filling all the holes, if you will,
as we are moving the assets between locations.

With respect to the Nimitz, it was the only yard we could use on
the West Coast, so we pushed her up there, and then the decision
was made to leave her up there. But if you look overall, the overall
plan for the Navy in the long term would be that we would con-
tinue to use the Everett yard, the Everett facilities, the Bremerton
facilities, and then we will also have up to three submarines—three
carriers, correction, in the San Diego area. And that is how we do
it. So we move them around.

Mrs. DAvis. But we also know that there are some delays or
questions whether a new carrier would be coming certainly to San
Diego. I am just trying to understand, again, whether even though
that may be the strategic desire to have three carriers there, there
is a reality that we are sort of waiting to see what is really going
to happen on that front. And it almost feels as if there are some
different decisions for the West Coast and the East Coast which
are also strategic balance.

Admiral BLAKE. I would say, if you look at San Diego, we have
50 ships, 70,000 personnel in San Diego alone, and there is no ef-
fort—not effort, that is the wrong term—but we are not going to
walk away from San Diego. And I think it is just a matter of, as
we move the assets around and we have to, if you will, place them
in the various locations, and as I mentioned earlier, San Diego will
always be up to three carriers because it has the capability to do
it.

Mrs. Davis. In the few remaining—just I think there is a minute
left, I wanted to ask a littoral comment, LCS question as well, and
whether there are any maintenance or docking space requirements
that are unique to the aluminum-hull LCS, and what are the costs
and basing impacts to the Navy?

Admiral BLAKE. Currently what we are doing right now is we are
looking at both East and West Coast options for the home porting.
The initial home ports are going to be San Diego on the West Coast
and Mayport on the East Coast. But I would tell you, as the inven-
tory fills out, you know, the end inventory is 55 ships, there is
every reason to believe that we will expand that because you have
to, because you only have a limited number of facilities within
those two bases. So we will have to do the environmental assess-
ments, and then following that, we will then look at additional
bases.

Mrs. Davis. Okay. My time is up.

Thank you very much, gentlemen.

Mr. AKIN. Mr. Palazzo.

Mr. PALAZZO. Thank you, Mr. Chairman.

Gentlemen, thank you all for being here today.

There is no doubt there is a lot of concerns on all of Americans’
minds, and they typically right now are centered around jobs, cre-
ating American jobs, the economy, our national debt. And they are
all looking for solutions on how we are going to solve these issues.
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What really brings it home is when Chairman Mullen or Admiral
Mullen actually says that the greatest threat to our national secu-
rity is our national debt.

Many of my colleagues are looking for ways to reduce our deficits
and pay down our national debt. And I am afraid that in the flurry
of trying to find ways to reduce our deficit and our debt, they are
going to be looking at our Department of Defense.

And as most of our colleagues are also, we are 100 percent com-
mitted to making sure that our warfighters have the best equip-
ment, best training to the best value to the American taxpayer.

So it kind of brings me to a question on Navy acquisition strat-
egy. So my question is going to be for Secretary Stackley.

Since coming to Congress, I have become aware of several recent
examples of multiyear procurement contracts in Navy acquisition,
and I am also aware that Ingalls Shipbuilding in Pascagoula,
which happens to be in my district, recently completed its sea trials
for its 28th Arleigh Burke-class destroyer which was funded under
a multiyear procurement contract that started in fiscal year 2002.
I believe the DDG-51 restart is good for the Navy and good for the
Nation, and I am looking forward to these ships being built very
soon.

In today’s tight budget environment and with increasing pres-
sure on these budgets in the future, it is important for us to look
at funding future ships like the DDG-51 restart in the most effi-
cient way possible. I understand the multiyear procurements are
generating savings for the taxpayer and promoting stability for the
defense industrial base. Simply put, I believe we need to move to-
ward more of these types of contracts.

How can this committee assist you in enabling multiyear pro-
curements for programs such as the DDG-51 Arleigh Burke-class
destroyer and other programs?

Secretary STACKLEY. Let me start by saying that the Burke pro-
grams had two multiyears, both of which were very effective in
terms of yielding savings for the Department. And in establishing
the strategy for the restart on the 51, through a series of discus-
sions and decisions, we worked with industry to initiate the restart
at Ingalls. So, in fact, the DDG-113, which is the first ship of the
restart, is under negotiation right now with Ingalls, and when we
look ahead toward getting past the restart and into stable produc-
tion, in fact we are targeting a multiyear procurement in 2013.

So in our budget exhibits, when you look out over the FYDP, you
will see a plan for multiyear procurement. The plan is a 5-year
multiyear, which includes nine ships in those years. And a lot of
effort went into our 2012 budget build to make room for a second
ship in 2014, which is right in the middle of that potential
multiyear window, to give both the volume and the stability that
the program needs in order to yield the savings.

So right now we are at the point in the process where we are
working inside of the Department to address all of the issues that
we need to certify before coming back to Congress notionally 1
March 2012 with a legislative proposal for multiyear procurement
on the 51s.

Mr. PALAZZO. And you will let this committee know if there is
any way we can assist in that acquisition strategy.
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Are there any other additional or specific authorities necessary
for the Navy to continue pursuing this acquisition strategy?

Secretary STACKLEY. No, sir. The 2009 WSARA [Weapon Systems
Acquisition Reform Act] pretty well laid out what we need to do to
certify the multiyear, and we are attacking it up front.

Frankly, since it has been so long since we executed a 51
multiyear—it will be a 10-year period—we are having to reengage
portions of the Department to get back up to speed on the 51 pro-
gram in order to support that certification.

Mr. PALAZZO. Thank you, gentlemen.

I definitely believe that a strong, robust Navy is key and critical
to the future of our national defense, as well as our global force
projection. So thank you all for your all’s service.

I yield back my time.

Mr. AKIN. Thank you.

Now we are going to go to Mr. Johnson.

Mr. JOHNSON. Thank you, Mr. Chairman.

And thank you members of the panel for being here today.

I, too, understand how important it is to bulk up the backbone
of our ability to provide security for the Nation, so I support this
expansion.

History shows that a strong navy is critical to a nation’s defen-
sive and offensive capabilities, as well as necessary for the protec-
tion of merchant vessels and key sea lanes of communication. And
I think, with respect to the Navy, it is better that we have and not
need as opposed to need and not have, given the amount of time
it takes to build these ships.

I do have some questions, however, regarding the shipbuilding
program as it has been presented. I am concerned that we may be
prioritizing quantity at the expense of quality, particularly given
our short-term focus on light ships designed for use in coastal wa-
ters.

I am concerned about unresolved questions regarding surviv-
ability of the LCS. I am concerned by projected shortfalls of cruis-
ers and destroyers, the backbone of our blue-water surface combat-
ant fleet, in out-years of the long-term shipbuilding program. And
I am also concerned that projected costs of expensive programs,
like the DDG-1000 and the Ohio-class submarine, may be unreal-
istically low.

Secretary Stackley, for years the Director of Operational Testing
and Evaluation has raised serious concerns regarding survivability
of the Littoral Combat Ship and whether the LCS meets its level
one survivability requirement. Why are LCS full ship shock tests
not scheduled until fiscal year 2014, when we will have already
produced 10 or 12 ships, and why would we begin full scale produc-
tion of this ship if there are serious outstanding concerns regarding
its survivability?

Secretary STACKLEY. Yes, sir, let me first begin by describing
LCSs. LCS 1 and 2 are both designed to a level one level of surviv-
ability, and all of the analysis and testing to date supports the de-
termination that they in fact meet their survivability requirements.

The scheduling of the full ship shock trial on LCS in 2014 is
about right compared to all the other shipbuilding programs. In
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fact, typically in a major shipbuilding program, you don’t shock the
lead ship; you end up shocking one of the first follow ships.

So, for example, the last major shipbuilding program that we
conducted shock trials on, DDG-51, the first ship to be shocked
was DDG-53, which wasn’t delivered until 2 years after the 51,
and by the time she was shocked, we had about 20 DDG-51s under
contract and in full rate production.

The nature of the beast in shipbuilding is that you have such a
large capital-intense structure that is building these ships that you
cannot afford to stop construction and wait for the lead ship to be
built, tested and then get around to the full ship shock before you
start construction again. So what we do is we address, to the ex-
tent possible, through analysis and surrogate testing and develop-
mental testing, proof out the design, so that by the time we get to
the shock trial, the risk has been retired.

In fact, if you go back and look at the results from prior full ship
shock trials, the change activity that is driven into those ships’ de-
signs is relatively minimal because we have in fact spent so much
time on the front of end of the design to retire that risk. And we
see the same case here for LCS.

Mr. JOHNSON. Thank you.

Admiral Blake, naval aviators will tell you that over the course
of a deployment or a career, engine failures are common and twin-
engine aircraft can make the difference between ditching and sav-
ing the aircraft and maybe the life of the pilot.

What steps are you taking to mitigate the risk of single-engine
carrier operations with the Joint Strike Fighter?

Admiral BLAKE. Well, first of all, there has been extensive test-
ing with respect to the engines, the engine for the Joint Strike
Fighter, so that the reliability in the single-engine aircraft will be
able to function and will provide a margin of safety to those pilots
as they are airborne. So what we have done is we have taken the
engine itself with the manufacturer and gone into a series of sce-
narios in order to ensure that our personnel are in fact safe when
they are doing it.

You are absolutely correct; a multiengine aircraft is, you have
backup. But what we have essentially done is we have said, all
right, we are going to look at this engine, and we have had single-
engine aircraft in the Navy before. In the early 1960s we had air-
craft, such as the A—4 and the Crusader, the F-8, so this is not
new to us. We just have to deal with it from a reliability perspec-
tive and make sure that it meets its goals.

Mr. AKIN. Our last questioner is going to be Mr. Bartlett, I be-
lieve, a former chairman. The best for last.

Mr. BARTLETT. Thank you, and I apologize for being late, but we
had an Army modernization hearing that I needed to chair, and I
came here as soon as I could when that was over.

In looking at the clips yesterday from the press, I noted a com-
ment in one of the articles that wondered in this constrained envi-
ronment, fiscal environment, would we continue to choose to spend
money on things like the 20th-century aircraft carrier, as they
noted it.

This reminded me of a question that I have had about tech-
nologies and which one will run faster. The carrier, for instance,
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will our ability to defend it, for it to be defended, run faster than
the ability of an enemy to attack it; witness the new Chinese anti-
ship missile and the J-20 [ fifth-generation stealth fighter aircraft],
which some have suggested may be designed to deliver a wave-
skimming, supersonic cruise missile.

Regina Dugan, the new head of DARPA [Defense Advanced Re-
search Projects Agency], was in my office the other day, and I
asked her if they could help with that kind of an analysis. I was
concerned about the deep strike heavy bomber and whether our
ability to be stealthy or the ability of the radars to pick it up and
the air-to-ground defenses to take us out would run faster, and we
really wouldn’t want to have the momentum of the past deter-
mining the future if that wasn’t going to be very productive.

She said, yes, they could do that kind of thing. In fact, they had
done it. And they were looking at cyber warfare, and they noted
that the lines of mal-code that the bad guys used had not increased
through the years, but the lines of code that we were using to de-
fend ourselves were increasing exponentially. And if we cannot
bend that curve, the day will come when about all our computer
systems will do, can do, will be able to defend themselves.

Now, I am wondering, who in the Navy looks at that kind of
thing down the road, looks at these technologies and the rate at
which they will be running? And this will illuminate our judgment
in what we ought to be building, because it is pretty silly to build
something now that technology in 20 years from now will be able
to neutralize. Who does this, and how do we do it?

Secretary STACKLEY. I will start. Let met first describe that there
are a couple pieces of this.

First is threat assessment, in terms of where is the threat, and
where are they going? So there is a fairly robust number of organi-
zations that are trying to project the threat.

Second is technology. Where is technology? Where is it going? So
that when we look toward planning, bringing capabilities to bear
against that threat, that we can target, where is the technology?
Where is the threat going to be?

Inside the Department of the Navy—you mentioned Regina
Dugan from DARPA—the lead organization within the Department
of the Navy, the Office of Naval Research, is responsible for looking
out ahead in terms of technology and projecting, what are the op-
portunities in terms of where we can militarize technologies to ad-
dress future threats?

Separate from that is the requirements process, which I think
Admiral Blake will describe.

Admiral BLAKE. Yes, sir.

Well, as Mr. Stackley just mentioned to you, we have the Office
of Naval Research, which works in conjunction with DARPA, and
then they provide us on the N8 [Deputy CNO Integration of Capa-
bilities & Resources] side, which is the requirements and the inte-
gration piece, where we think we should be able to go or look at
R&D programs where we think we can address and, if you will, get
%nside a potential opponent’s OODA [Observe-Orient-Decide-Act]
0op.

You mentioned earlier in the process, earlier in your remarks,
about in general anti-access. That is one of the areas we are par-
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ticularly concentrating on, but not only in the scenario which you
described but worldwide, because there is a proliferation of sys-
tems, not only in the Pacific but worldwide, that we have to deal
with. And one of the biggest issues when we go into that is we have
to ensure that we can’t just look at it in isolation, if you will, in
one particular area. We have to look across the entire spectrum,
and we have to deal with it in the places we are likely going to
have to go.

So I would say, yes, you have organizations like DARPA. On our
side of the equation, we have the Office of Naval Research. And
then what they do is they provide us, we go into memorandums of
understanding with them in order to be able to work on potential
technologies in order to meet those requirements.

Mr. BARTLETT. Thank you.

Thank you very much, Mr. Chairman.

Mr. AKIN. Thank you.

I was cheating just a little bit. I have I think a couple of fairly
quick questions.

The first was we had 10 carrier air wings. We have reduced them
now to nine. Is there any plan, if we are reducing carrier air wings,
does that suggest that we are not really fully committed to the 11-
carrier strategy?

Admiral BLAKE. No, sir. I think there might be a little confusion
on that point. When we put together the 2012 budget, we reduced
one carrier air wing staff and one carrier strike group staff. We did
not reduce the number of carrier air wings, and we did not reduce
the number of carriers. So I think that is just a confusion point.
So we would still have available the 11 carriers and 10 air wings.
But as an efficiency, we take it down by one, the staff.

Mr. AKIN. Thank you for clarifying that.

My other question was sort of a larger view. Our earlier panel
talked about the CBO had been—they are pretty good at esti-
mating what things are going to cost—had been talking about the
fact they see that the budget we are looking at is between $1 bil-
lion to $3 billion per year; they feel a little too optimistic and that
maybe you are suggesting every single thing to go right from a cost
point of view.

Do you think you have drawn it pretty close to the line or maybe
even a little over the line, or do you really have a good sense you
can bring things in and not be over $1 billion to $3 billion per year?

Secretary STACKLEY. Let me start by, I should first focus inside
of the FYDP, and the reality is that the closer the programs that
you are estimating are to real time, the closer your estimates will
be.

So we put a lot of attention on to the shipbuilding programs that
are in hand to ensure that the estimates on those programs are ap-
propriate, and then the issue becomes one of execution.

So I could go program by program inside of the FYDP and high-
light where we feel very strongly in terms of our estimates, but
similarly, there are areas where we have got some risk; one on the
execution side, and there is another area of risk associated with
things that we forecast and then we have to wrestle with, for ex-
ample, escalation.
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So I think Dr. Labs pointed out a difference between CBO’s esti-
mates and the Navy’s estimates; there is a difference in terms of
how we account for escalation. Well, in the near term, that dif-
ference is de minimis. But then when you start to look over the
long term, there is a compounding effect. So that ends up being a
pretty significant driver in terms of the difference between CBO
and the Department of the Navy’s estimates, simply how we ac-
count for escalation. And that is less a matter of real escalation in-
side of shipbuilding and more a matter of what happens to esca-
lation indices as programs get passed back and forth between the
Department, OMB [the Office of Management and Budget], and
Congress.

When we look out in the long term, there are several risk areas
that we have to address. We are working hard on stability. If you
have a lot of fluctuation in your program, you are going to drive
unnecessary cost increases to the programs that we don’t budget
for and we try to avoid. And then with that comes—there is an as-
pect associated with volume or business base.

So right now we have a shipbuilding industrial base that is over-
sized for the workload coming its way, and one of our efforts is to,
as best as possible, broadcast to industry, here is our plan, and we
are going to stay with our plan, so that industry can make appro-
priate efforts to right-size itself so it can perform more efficiently
within that workload.

We also have to use every tool in the toolbox, and one that I
think has been underutilized for some time now is competition.
That is not just competition at the shipbuilder level; that is also
competition in the combat systems side of the house and then com-
petition down throughout the vendor base, where it is possible. And
then you always wrestle with the volume issue versus the competi-
tion issue. So we look for the sweet spot.

So we have put honest effort into, one, we have strengthened our
cost-estimating team. We have put honest effort into estimating in-
side the FYDP where we are budgeting and then also estimating
the long term so we can wrestle with the issues that are before us
in terms of force structure versus affordability versus top line.

But there are risks. And have we gone too far in terms of allow-
ing risk to persist inside of our shipbuilding plan? I would say, not
yet. The Department, frankly, is not satisfied with the trends of
cost in the shipbuilding program, and so what we should not be
doing is accommodating those trends of increasing costs. What we
have got to do is wrestle them to ground and reverse those trends.

So it is not simply a matter of what you forecast in the out-years;
it is also what are you doing, Department of the Navy, to wrestle
those trends to the ground and reverse them. And there is going
to be 1,000 battles ahead to get there from here. So we start now.

Mr. AKIN. Thank you, Mr. Secretary.

I appreciate your being there to fight all those battles as well.

Thank you to our witnesses.

As you see, we have a pretty dedicated committee here to last
this long. So there is a lot of interest, and I appreciate your help.
Thank you.

[Whereupon, at 5:50 p.m., the subcommittee was adjourned.]
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Statement of Chairman W. Todd Akin (R-Missouri)
House Subcommittee on Seapower and Projection Forces
Hearing on
Navy Shipbuilding Acquisition Programs and Budget
Requirements of the Navy’s Shipbuilding and
Construction Plan
March 9, 2011

Reviewing the Navy’s shipbuilding budget request, for both
this year and what’s projected in the out-years, there are
many things to be concerned about. And probably the most
worrisome aspect of the Navy’s budget is that it will require
near-perfect execution in cost control, schedule adherence
and risk mitigation efforts to obtain the force structure
necessary to deter hostile threats, show force when needed
and as a last resort, employ lethal operations.

Among the concerns I have revolve around issues such as:
the new Ford-class carrier program, EMALS (Electromagnetic
Aircraft Launch System) integration and forthcoming cost-
growth to the overall program; Ohio-class submarine
replacement regarding its aggressive schedule and optimistic
cost-estimates so early in a program’s development; our
attack submarine inventory being 9 submarines short of the
requirement in the out-years; a shipbuilding budget
estimated by CBO (the Congressional Budget Office) that may
not permit the Navy to achieve the 313-ship floor; and, a
shipbuilding industrial base in which 50 percent of major
U.S. shipyards’ future viability and ability to perform as
needed to meet the Navy’s acquisition plan remains in
question.

My last concern focuses on congressional and Department of
Defense collaboration, or should I say, the apparent lack
thereof. Too many times in the recent past, we have been
excluded from Department of Defense deliberations, or
approached with hasty requests that do not afford us the
luxury of effectively evaluating decisions. Most recent
examples are decisions for the Littoral Combat Ship (LCS)

(51)
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and Expeditionary Fighting Vehicle (EFV). Bottom-line, this
must change.

Lastly, we are part of this problem too. This Congress must
finish Fiscal Year 11 defense appropriations legislation,
because the implications of funding the Navy and Marine
Corps at Fiscal Year 2010 funding levels in a year-long
continuing resolution would be almost irreparable.

All of our men and women in uniform deserve more from this
body. It goes without saying, we have the finest, most
professional, combat-honed sailors, Marines, airmen and
soldiers that any modern military has ever had within its
ranks. And our responsibility as a subcommittee is to ensure
that we provide them the equipment and tools necessary in
meeting our nation’s national security requirements.

In conclusion, I would like to note that although our
subcommittee has had a number of closed events already,
this is our first public hearing of the year. It is an honor to
chair this subcommittee, and to follow in the footsteps of a
number of previous chairmen who did much to make sure
that our nation maintains strong sea services.
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Statement of Ranking Member Mike McIntyre (D-North Carolina)
House Subcommittee on Seapower and Projection Forces
Hearing on
Navy Shipbuilding Acquisition Programs and Budget
Requirements of the Navy’s Shipbuilding and
Construction Plan
March 9, 2011

I would like to thank the Chairman and my good friend. I want to
thank Mr. Ron O’Rourke from the Congressional Research Service
and Dr. Eric Labs from the Congressional Budget Office for being here
today. I know we are all looking forward to hearing their expert
opinions on where the Navy is heading with regard to their
shipbuilding and acquisition strategy. I will welcome our Navy and
Marine Corps friends when they appear before us as a part of the
second panel.

As we begin to analyze the details of the Navy’s FY11 shipbuilding and
acquisition plans, it is important that we not only look at what it
proposes for this coming year, but also what it presents for the
following out-years. Many of the proposed efficiencies that were
recently announced depend heavily on our future acquisition strategy.
Whether that be multiyear procurement on ships or the development
of a new amphibious vehicle, I am hopeful that the Navy will be able
to adhere to their proposals so that the savings of those difficult
choices may be realized.

Like the Chairman, there are areas that I remain concerned about.
The stated goal of the Navy is a sustained fleet of 313 ships. There
has been some debate on how much it will cost per year to achieve
this goal and maintain it. I am particularly concerned on whether the
current plan is sustainable especially as new programs such as
SSBN(X]} begin to come on line and demand a larger portion of the
shipbuilding budget.
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The fact that our submarine force, both attack and guided missile
submarines, continue to decline while their demand is constantly
increasing, remains very worrisome to me. I look forward to hearing
what both panels have to say in regard to our future gaps in
submarine requirements.

Our shipbuilding industrial base remains very fragile. We have seen
how even minor changes in the shipbuilding plans can have major
impacts on the industrial base. It is critical that the shipbuilding
workforce move to a more stable situation in order to provide what is
required by the Navy in a costly manner.

We are very aware of the stresses that the current continuing
resolution has put on the Navy. I am hopeful that we will be able to
achieve an FY11 appropriations bill, but would appreciate any
recommendations that may help mitigate the risks in the interim.

Again, I thank the gentlemen for being here today and I look forward
to hearing their testimony.
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Chairman Akin, Ranking Member McIntyre, distinguished members of the subcommittee, thank
you for the opportunity to appear before you today to discuss Navy shipbuilding programs. As
requested, my testimony discusses:

* the Navy’s ship force structure plan (pages 1-3);

¢ the Navy’s short-term, mid-term, and long-term shipbuilding plans (pages 3-10);
® execution risks for Navy shipbuilding programs in general (pages 10-16); and

*  execution risks for specific Navy shipbuilding programs (pages 16-25)."

Navy’s De Facto 320-321 Ship Force Structure Plan

The Navy in February 2006 presented to Congress a goal of achieving and maintaining a fleet of
313 ships, consisting of certain types and quantities of ships. Since then, the Navy has changed its
desired quantities for some of those ship types, and the Navy’s goals now appear to add up to a
desired fleet of 320 or 321 ships. Although the 313-ship plan of 2006 is no longer a fully accurate
representation of current Navy ship force-structure goals, the Navy has not presented to Congress
an official replacement for the 313-ship plan. Many observers continue to refer to the Navy's
planned fleet as a 313-ship fleet. Navy officials sometimes refer to the figure of 313 ships as a
“floor,” or to a force-structure goal of 313-321 ships. This testimony treats the Navy's desire for a
fleet of 320-321 ships as the service’s de facto ship force structure plan.

Table 1 compares the current de facto 320-321 ship plan to the 313-ship plan of 2006 and earlier
Navy ship force structure plans.

! Parts of this testimony are adapted from CRS Report RL32665, Navy Force Structure and Shipbuilding Plans:
Background and Issues for Congress, by Ronald O'Rourke.
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2
Table |. Navy Ship Force Structure Plans Since 2001
cu . Early-2005 Navy
plan for fleet of
260-325 ships
““““““““ T 2002-
2006 2004
Navy 325. Navy 2001 QDR
plan for  260-ships ships plan for plan for
313-ship 375-ship  310-ship
Ship type fleet Navy=» Navy

Ballistic missile submarines (SSBNs} 14 14 14 14 4
Cruise missile submarines (SSGNs) 4 4 4 4 2 or 44
Attack submarines {SSNs) 48 37 41 55 55
Aircraft carriers Hif 5} 1t 12 12
Cruisers and destroyers 88 67 92 {04 e
Frigates 0 0 0 0
Littoral Combat Ships (LCSs) 55 63 82 56 0
Amphibious ships 31 17 24 37 36
MPF(F) ships’ 121 14 200 o 0
Combat logistics {resupply) ships 30 24 26 42 34
Dedicated mine warfare ships o g 0 265 33
Other! 20 io il 25 25
Total battle force ships 313 260 325 375 3i0or3i2

Sources: Table prepared by CRS based on U.S. Navy darta.
Note: QDR is Quadrennial Defense Review.

a.
b.

Initial composition. Composition was subsequently modified,

The Navy plans to replace the 14 current Ohio-class SSBNs with a new class of 12 next-generation SSBNs.
For further discussion, see CRS Report R41129, Navy SSBN(X) Ballistic Missile Submarine Program: Background
and Issues for Congress, by Ronald O'Rourke.

Although the Navy plans to continue operating its four SSGNs until they reach retirement age in the fate
2020s, the Navy does not plan to replace these ships when they retire.

The report on the 2001 QDR did not mention a specific figure for SSGNs, The Administration’s proposed
FY200! Department of Defense (DOD) budget requested funding to support the conversion of two
available Trident SSBNs into SSGNs, and the retirement of two other Trident S$BNs. Congress, in marking
up this request, supported 2 plan to convert all four available SSBNs into SSGNs.

The £FY2011 30-year (FY2011-FY2040) shipbuilding plan would reduce the Navy's carrier force from i1
ships to 10 ships after 2040.

For a time, the Navy characterized the goal as | | carriers in the nearer term, and eventually {2 carriers.

Although the 88 number remains unchanged from the 2006 plan, the types and quantities of cruisers and
destroyers has changed. The 2006 plan envisioned 62 DDG-51 destroyers, 7 DDG-1000 destroyers, and 19
next-generation CG(X) cruisers. The 19 CG(X)s would replace today's 22 Aegis cruisers. The new plan
calls for 88 destroyers, including 85 DDG-51s and 3 DDG-1000s. The 85 DDG-51s are to include Flight 1l
DDG-51s that are to be procured as replacements for today's 22 Aegis cruisers. For further discussion, see
CRS Report RL32109, Navy DDG-51 and DDG-1000 Destroyer Programs: Background and Issues for Congress,
by Ronald O'Rourke, and CRS Report RL34179, Navy CG(X) Cruiser Program: Background for Congress, by
Ronald O'Rourke.

The Navy acknowledges that meeting a requirement for being able to lift the assault echelons of 2.0 Marine
Expeditionary Brigades (MEBs) would require a minimum of 33 amphibious ships rather than 31. For further
discussion, see CRS Report RL34476, Navy LPD-17 Amphibious Ship Procurement: Background, Issues, and
Optians for Congress, by Ronald O'Rourke.
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i Today's Maritime Prepositioning Force (MPF) ships are intended primarily to support Marine Corps
operations ashore, rather than Navy combat operations, and thus are not counted as Navy batde force
ships. The MPF (Future) ships, however, would contribute to Navy combat capabilities {for example, by
supporting Navy aircraft operations). For this reasen, the ships in the planned MPF(F} squadron were
counted by the Navy as battle force ships.

i The Navy no longer plans to acquire an MPF(F) squadron. The Navy, however, has procured or plans to
procure six ships that were previously planned for the MPF(F) squadron—ithree modified TAKE-1 class
cargo ships, and three Mobile Landing Platform (MLP) ships. These six ships are now included in the 44-ship
total shown for "Other” ships.

k. The figure of 26 dedicated mine warfare ships includes [0 ships maintained in a reduced mobilization status
called Mobilization Category B. Ships in this status are not readily deployable and thus do not count as
battle force ships. The 375-ship proposal thus implied transferring these 10 ships to a higher readiness
status.

. This category includes, among other things, command ships and support ships.

m. The increase in this category from 20 ships under the 313-ship plan to 44 ships under the 320-321 ship plan
includes an 18-ship increase in the planned number of JHSVs (from 3 to 21), and the transfer into this
category of six ships—three modified TAKE-1 class cargo ships, and three Mobile Landing Placform (MLP)
ships—that were previously intended for the planned {but now canceled) MPF(F} squadron. The 21 JHSVs
include 16 ships dedicated to Navy missions and 5 ships that are to be transferred from the Army to the
Navy and operated by the Navy primarily for the performance of Army missions.

A potential oversight issue for Congress regarding the Navy’s ship force structure goals is
whether and when the Navy plans to present to Congress an official replacement for the 313-ship
plan of 2006. Such a replacement presumably would take into account the changes that have led
to the 320-321 ship total shown in the first data columm of Table 1, plus any other changes the
Navy might wish to announce. The Navy’s February 2010 report on its FY2011 30-year (FY2011-
FY2040) shipbuilding plan stated that the Navy was undertaking a force structure assessment
(FSA). Such an assessment could lead to a new plan to replace the 313-ship plan of 2006, but the
Navy's report did not say when the FSA might be completed, or when the Navy might present a
new official ship force structure plan to Congress.

Navy’s Near-Term, Mid-Term, and Long-Term
Shipbuilding Plans

FY2012 Near-Term (5-Year) Shipbuilding Plan

Table 2 shows the Navy’s FY2012 near-term (i.e., S-year) shipbuilding plan.
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Table 2. Navy FY2012 5-year (FY2012-FY2016) Shipbuilding Plan
(Battle force ships—i.e., ships that count against 320-321 ship goal)

Ship type FYi2 FYI3 FYI4 FYI5 FYié6 Total
Ford (CVN-78) class aircrafe carvier i i
Virginia (SSN-774) class attack submarine 2 2 2 2 2 10
Arleigh Burke (DDG-51) class destroyer i 2 2 2 I 8
Liccoral Combat Ship (LCS) 4 4 4 4 3 19
San Antonio (LPD-17) class amphibicus ship | i
LHA(R) amphibious assault ship | I
Fleet tug (TATF) [ 1
Mobile Landing Platform (MLP) ship I i 2
joint High Speed Vessel (JHSV) t 2 2 2 t 8
TAO(X) oiter t 1 i 3

TAGOS ocean surveillance ship 1 1

TOTAL io i3 B! 12 9 55

Source: FY2012 Navy budget submission.

Notes: The FY2012-FY2016 shipbuilding plan also includes. in FY2012, an oceanographic ship that does not
count against the 320-321 ship goal. JHSVs are being procured by both the Navy and the Army. The Army is
procuring a second JHSV in FY2012; this ship is included in the Army’s budget.

Observations that can be made about the Navy’s proposed 5-year (FY2012-FY2016) shipbuilding
plan include the following:

e The FY2012-FY2016 plan includes a total of 55 battle force ships, or 5 more
than the FY2011-FY2015 plan. The net increase of five ships includes the
addition of six ships and the subtraction of one previously planned ship. The six
added ships include a second DDG-51 in FY2014, a fourth Littoral Combat Ship
(LCS) in FY2012, three TAO(X) oilers in FY2014-FY2016, and a TAGOS ocean
surveillance ship in FY2013. The ship that was subtracted was a second JHSV
that was previously planned for FY2016.

¢  The FY2012-FY2016 planincludes an average of 11 battle force ships per year,
making this the second year in a row that the Navy has presented a S-year
shipbuilding plan showing an average of 10 or more battle force ships per year.
Given the single-digit numbers of battle force ships that have been procured each
year since FY 1993, shipbuilding supporters for some time have wanted to
increase the shipbuilding rate to 10 or more battle force ships per year. A rate of
10 battle force ships per year is above the steady-state replacement rate for a fleet
of 320-321 ships with an average service life of 35 years, which is about 9.2
ships per year. The average shipbuilding rate since FY 1993 has been
substantially below 9.2 ships per year.

*  Although LCSs and JHSVs account for about 24% of the ships in the Navy’s
planned force structure (78 of 320-321 ships), they account 49% of the ships in
the FY2012-FY2016 shipbuilding plan (27 of 55). In this sense, these relatively
inexpensive ships are overrepresented in the 5-year shipbuilding plan relative to
their portion of the 320-321 ship requirement, making it easier to procure an
average of 11 ships per year within available resources. Starting a few years from
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now, when the L.CS and JHSV programs are no longer overrepresented in the
shipbuilding plan, and particularly when procurement of next-generation
SSBN(X) bailistic missile submarines begins, procuring an average of 10 or more
ships per year will become a considerably more expensive proposition. In this
sense, the FY2012-FY2016 shipbuilding program’s average of 11 ships per year
does not necessarily imply that the Navy has solved the challenge it faces
concerning the long-term affordability of its shipbuilding plans.

® The addition of the fourth LCS in FY2012 brings planned annuvat 1.CS
procurement quantities into line with those called for in the dual-award
acquisition strategy that Congress approved in December 2010 for the LCS
program.”

s The San Antonio (LPD-17) class amphibious ship planned for FY2012 is to be
the 11™ and final ship in the class. The 33-ship force-structure goal for
amphibious ships includes 11 LPD-17s.”

* The first of three planned MLPs was requested in the Navy’s FY2011 budget.
The FY2011-FY2015 plan scheduled the second and third ships for FY2013 and
FY2015. The FY2012-FY2016 plan accelerates the second and third ships to
FY2012 and FY2013. The annual procurement profile for the three MLPs has
thus been changed from 1-0-1-0-1 to 1-1-1. Last year, some supporters of the
MLP program proposed making this change (or, at a minimum, accelerating the
third MLP from FY2015 to FY2014), on the grounds that it would permit a more
efficient production profile for the three ships. The Navy last year was
presumably aware of the potential production-line advantages of procuring the
ships in consecutive years, but may have nevertheless stretched out the
procurement profile to 1-0-1-0-1 to help bridge the builder of these ships—
National Steel and Shipbuilding Company (NASSCO) of San Diego—to the
planned start of the TAO(X) oiler and LSD(X) amphibious ship programs in
FY2017. As noted in the next point below, the planned start of the TAO(X)
program has now been accelerated from FY2017 to FY2014. The Navy plansto
compete the TAO(X) program; NASSCO is generally considered to be a likely
competitor for the program.

*  The addition of the three TAQ(X) oilers in FY2014-FY2016 reflects an
acceleration of the start of this program from FY2017 to FY2014. This
acceleration was one of a series of measures that the Navy announced on
September 17, 2010, for sustaining the shipbuilding capability in Louisiana.® As
mentioned above, the Navy plans to compete the TAO(X), so it is not certain that
the program will be awarded to a shipyard in Louisiana, such as the Avondale
shipyard near New Orleans that currently forms part of Northrop Grumman
Shipbuilding. In July 2010, Northrop announced that it would sell or spin off its
shipbuilding operations, and that as part of this plan, it intended to wind down
operations at Avondale in 2013, following the completion of two LPD-17s
currently being built at that yard.’®

? For further discussion, see CRS Report RL33741, Navy Littoral Combat Ship (LCS) Program: Background, Issues,
and Options for Congress, by Ronald O'Rourke.

¥ For more on the LPD-17 program, see CRS Report RL34476, Navy LPD-17 Amphibious Ship Procurement:
Background, Issues, and Options for Congress, by Ronald O'Rourke.

* For the text of the Navy’s announcement, see hitp:/fwww.wwlty com/news/Sec-of-Navy-remarks-on-shipyard-in-
Avondale-103150169. html.

* For the text of Northrop's announcement, see hitp://www.irconnect.com/noc/press/pages/ews_releases.html 7d=
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FY2012 Mid-Term (10-Year) Shipbuilding Plan

‘Table 3 shows the Navy’s FY2012 mid-term (i.e., 10-year) shipbuilding plan. The first five years
of this plan include the same ships as those shown in Table 2.

Table 3. Navy FY2012 10-Year (FY2012-FY2021) Shipbuilding Plan
(Battle force ships—i.e., ships that count against 320-321 ship goal)

Ship type FYiz FYI3 FYl4 FYI5  FYls FYI7 FYI8 FY19  FY20 FY21
Aircrafe carriers { i
Large surface combatants I 2 2 2 i 2 1 2 | 2
(e, destroyers)
Small surface combatant 4 4 4 4 3 3 3 3 2 2
{Le., LCSs)
Arttack submarines 2 2 2 2 2 2 t 2 2 2
Ballistic missile submarines I
Amphibicus ships 1 | i I 2
Combat fogistics force I 1 t i i t I i
{i.e., resupply} ships
Support ships 2 4 2 3 { 3 3 2 2
TOTAL 10 13 bt 12 9 12 10 12 8 3

Source: FY2012 Navy budget submission.

Notes: Tables does not include ships, such as oceanographic ships, that do not count against the 320-321 ship
goal.

FY2011 Long-Term (30-Year) Shipbuilding Plan

The Navy did not submit an FY2012 30-year (FY2012-FY2041) shipbuilding plan.® Table 4
shows the Navy’s FY2011 long-term (30-year) shipbuilding plan, which the Navy submitted to
Congress last year, in conjunction with its proposed FY2011 budget. Because this 30-year plan
reflects the Navy’s FY2011 budget submission rather than the Navy’s FY2012 budget
submission, the figures it shows for FY2012-FY2021 do not match those in Table 2 and Table 3.
The FY2011 30-year (FY2011-FY2040) plan includes a total of 276 ships.

196340.

% Section 1023 of the FY201 1 defense anthorization act (H.R. 6523/P.L. 111-383 of January 7, 201 1) amended the law
(10 U.S.C. 231} that had required DOD to submit a 30-year shipbuilding plan cach year., As amended by Section 1023,
10 U.S.C. 231 now requires DOD to submit a 30-year shipbuilding plan once every four years, in the same year that
DOD submits a Quadrennial Defense Review (QDR). Regarding the three years between each QDR. the joint
explanatory statement of the House and Senate Armed Services Committees on H.R. 6523 stated:

The committees expect that, following the submission of the President’s budget materials for a
fiscal year, the Secretary of the Navy, at the written request of one of the congressional defense
committees, will promptly deliver the Navy’s long-term shipbuilding plan used to develop the
President’s budget request for that fiscal year, as well as a certification from the Secretary of the
Navy that both the President’s budget request for that fiscal year and the budget for the future-years
defense program is sufficient to fund the construction schedule provided in that plan. The
committees expect that such a plan would include the quantity of cach class of ship to be
construcied in that fiscal year and the nine following fiscal years.
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Table 4. Navy FY201I1 30-Year (FY2011-FY2040) Shipbuilding Plan
FY CVN LsSC SSC SSN SSBN AWS CLF Supt Total

3] 2 2 2 ! 2 9
12 i 3 2 | ! 8
13 1 2 4 2 3 12
14 ! 4 2 2 9
i5 2 4 2 4 12
16 1 3 2 I 2 9
17 2 3 2 I I 3 3
i8 I i 3 i 3 9
19 2 3 2 | i | 3 13
20 i 2 2 4 9
21 2 2 2 2 i 2 1
22 I 2 2 I I 3 HH
23 ! 2 2 H I H 3 R
24 | 2 | 1 I 2 8
25 I I l I 2 I I 8
26 2 2 I | I 7
27 2 t i i ! I 7
28 ! ! 2 1 I | ! 8
29 2 ! 1 ! 2 | 8
30 1 2 I i 1 2 8
31 2 i | ! ! ! t 8
32 2 2 ! ! i ! 8
33 ! 2 | J i 2 ! 2 i
34 2 2 ! | 2 8
35 2 2 2 I i 2 10
36 2 2 i 2 7
37 2 2 2 [ I 2 10
38 | 2 2 1 I 2 9
39 2 2 2 l i 2 10
40 2 2 { 2 7

Source: Navy FY201 1 budget submission.

Key: FY = Fiscal Year; CVN = aircraft carriers; LSC = surface combatants (i.e., cruisers and destroyers); $SC
= small surface combatants (i.e., Lictoral Combat Ships [LCSs]); SSN = attack submarines; SSGN = cruise
missile submarines; S8BN = ballistic missile submarines; AWS = amphibious warfare ships; CLF = combat
logistics force (i.e., resupply) ships; MPF(F) = Maritime Prepositioning Force (Future) ships; Supt = support
ships.

Projected Force Levels Under 10-Year Plan

Table 5 shows the Navy’s projection of force levels for FY2012-FY2021 that would result from
implementing the FY2012 10-year (FY2012-FY2021) shipbuilding plan shown in Table 3. This
table includes five JHSVs that are to be transferred from the Army to the Navy and operated by
the Navy primarily for the performance of Army missions.
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Table 5. Projected Force Levels Resulting from FY2012 10-Year Plan

FY CVN LSC SSC SSN SSGN SSBN AWS CLF Supt Total
Goal in 114] 88 55 48 0 12 33 30 44 320
320-32i orll or
ship plan 321
12 i 84 41 54 4 14 30 31 21 290
13 10 84 35 55 4 14 30 30 25 287
14 10 85 30 55 4 14 30 30 28 286
5 B 86 26 54 4 14 30 30 3t 286
16 H 90 31 52 4 14 3 30 34 297
17 i 91 32 50 4 14 33 29 37 301
i8 t 93 36 50 4 14 33 30 40 3t
19 H 95 36 51 4 14 33 30 42 316
20 12 97 40 49 4 14 33 30 43 322
21 12 97 40 49 4 14 34 30 44 324

Source: Navy FY2012 budget submission.

Note: Unlike Table 6, figures in this table include, in the category for support ships, five JHSVs transferred from
the Army to the Navy and operated by the Navy primarily for the performance of Army missions.

Key: FY = Fiscal Year; CYN = aircraft carriers; LSC = surface combatants {L.e., cruisers and destroyers); SSC
= small surface combatants (Le., frigates, Littoral Combat Ships [LCSs], and mine warfare ships); SSN = attack

submarines; SSGN = cruise missile submarines; SSBN = ballistic missile submarines; AWS = amphibious

warfare ships; CLF = combat logistics force {i.e,, resupply} ships; MPF(F) = Maritime Prepositioning Force
(Future) ships; Supt = support ships.

Projected Force Levels Under 30-Year Plan

Table 6 shows the Navy’s projection of force levels for FY2011-FY2040 that would result from
implementing the FY2011 30-year (FY2011-FY2040) shipbuilding plan shown in Table 4. This
table, unlike Table 5, does not include five JHSVs that are to be transferred from the Army to the
Navy, because the idea of transferring these ships emerged after the Navy issued the FY2011 30-

year plan.



64

Table 6. Projected Force Levels Resulting from FY2011 30-Year Plan

FY CVN LSC SSC SSN SS5GN SSBN AWS CLF Supt Total

Goal in io 88 55 48 0 12 33 30 44 320
320-321 orli or
ship 321
plan

t i 84 42 53 4 14 29 29 18 284
12 I 84 41 54 4 14 30 29 20 287
13 10 85 37 55 4 14 30 29 23 287
i4 10 86 32 55 4 14 30 30 24 285
15 H 88 28 54 4 14 31 30 25 285
16 Hi 90 32 51 4 14 33 30 27 292
17 i 91 33 51 4 14 33 30 31 298
i8 T 93 37 50 4 14 33 30 33 305
9 H 94 37 51 4 14 33 30 37 311
20 12 96 39 49 4 14 33 30 38 3i5
21 12 96 39 49 4 14 34 31 39 3i8
22 12 95 41 48 4 14 34 29 41 318
23 H 94 39 48 4 14 35 29 45 319
24 i 94 40 46 4 4 36 28 47 320
25 12 92 41 45 4 14 35 28 46 317
26 12 89 43 44 4 14 36 28 45 313
27 12 87 45 43 2 13 35 26 46 308
28 t 85 46 41 i 13 36 26 46 304
29 H 81 48 40 (4] 13 34 25 44 296
30 12 77 49 39 0 12 33 25 44 291
31 12 73 51 41 ¢ 12 33 24 44 290
32 I 71 52 41 Y 12 32 25 44 288
33 il 69 53 42 0 12 31 26 44 288
34 H 67 54 43 0 12 33 26 44 290
35 12 68 55 44 0 12 30 25 44 290
36 H 70 56 45 4] 12 30 26 44 294
37 i1 72 56 46 0 12 29 27 44 297
ki n 74 56 45 0 12 29 27 44 298
39 H 76 56 45 0 12 29 28 44 301
40 I 76 55 45 0 12 30 28 44 301

Source: Navy FY201 1 budget submission.

Note: Unlike Table 5, figures in this table do not include, in the category for support ships, five JHSVs
transferred from the Army to the Navy and operated by the Navy primarily for the performance of Army
missions.
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Key: FY = Fiscal Year; CVN = aircraft carriers; LSC = surface combatants (i.e., cruisers and destroyers); SSC
= small surface combatants (i.e,, frigates, Littoral Combat Ships [LCSs], and mine warfare ships); SSN = attack
submarines; SSGN = cruise missile submarines; SSBN = ballistic missile submarines; AWS = amphibious
warfare ships; CLF = combat logistics force (i.e., resupply) ships; MPF(F) = Maritime Prepositioning Force
(Future) ships; Supt = support ships.

As shown in Table 6, the 30-year shipbuilding plan does not include enough ships to fully
support all elements of the planned 320-321 ship fleet over the long run:

*  The Navy projects that the cruiser-destroyer and attack submarine forces will
drop substantially below required levels in the latter years of the 30-year plan.
The projected number of cruisers and destroyers drops below the required level
of 88 ships in 2027, reaches a minimum of 67 ships in FY2034, and remains
below 88 ships through FY2040. The projected number of attack submarines
drops below the required level of 48 boats in FY2022, reaches a minimum of 39
boats in FY2030, and remains below 48 boats through 2040.

* There would also be shortfalls in certain years in amphibious ships, combat
logistics force (i.e., resupply) ships, and support ships.

The projected shortfalls in cruisers and destroyers, attack submarines, and other ships could make
it difficult or impossible for the Navy to fully perform its projected missions during the latter
years of the 30-year plan. In light of the projected shortfalls in cruisers-destroyers and attack
submarines, policymakers may wish to consider two options:

* increasing planned procurement rates of destroyers and attack submarines,
perhaps particularly in years prior to the start of SSBN(X) procurement, and
e extending the service lives of older cruisers and destroyers to 45 years, and
refueling older attack submarines an extending their service lives to 40 or more
years.
Regarding the second option above, possible candidates for service life extensions include the
Navy’s 22 Aegis cruisers, the first 28 DDG-51 destroyers (i.e., the Flight VII DDG-51s), the final
23 Los Angeles (SSN-688) attack submarines (i.e., the Improved 688s), and the 3 Seawolf (SSN-
21) class attack submarines — a total of 76 ships. Whether such service life extensions would be
technically feasible or cost effective is not clear. Feasibility would be a particular issue for the
attack submarines, given limits on submarine pressure hull life.

Extending the service lives of any of these ships could require increasing funding for their
maintenance, possibly beginning in the near term, so that the ships would be in good enough
condition years from now to remain eligible for service life extension work. Such funding
increases would be in addition to those the Navy has recently programmed for insuring that its
surface ships can remain in service to the end of their currently planned service lives.

Execution Issues: Navy Shipbuilding in General
Execution risks for Navy shipbuilding in general include:

* the potential impact on FY2011 shipbuilding programs of a year-long continuing
resolution,

¢ the affordability of the Navy’s 30-year shipbuilding plan, and

® the disposition of Northrop’s shipyards.

Each of these is discussed below.



66

Potential Impact of Year-Long Continuing Resolution

A near-term issue for Navy shipbuilding programs is the potential impact of a year-long
continuing resolution for FY2011 at FY2010 funding levels. Several FY2011 Navy shipbuilding
programs, including the Virginia-class attack submarine program and the DDG-51 destroyer
program, would face significant execution challenges under this scenario. The Virginia-class
program may merit special attention because Virginia-class boats are being procured under a
multiyear procurement (MYP) contract that covers the period FY2009-FY2013.

The issue of the potential impact of a year-long continuing resolution has two main elements:
authorization for FY2011 quantity increases, and flexibility for transferring funds between
shipbuilding programs.

Authorization for FY2011 Quantity Increases

Notwithstanding the enactment of the FY2011 defense authorization act (FLR. 6523/P.L. 111-383
of January 7, 2011), which authorizes the Shipbuilding and Conversion, Navy (SCN) account and
the National Defense Sealift Fund (NDSF) at their requested FY2011 funding levels, the Navy
does not believe it has authorization for executing proposed FY2011 quantity increases in
shipbuilding programs.”

Table 7 compares FY2010 shipbuilding quantities to those proposed for FY2011. As shown in the
table, programs with proposed quantity increases for FY2011 include the Virginia-class
submarine, the DDG-51 destroyer, the LHA(R) amphibious ship, the Mobile Landing Platform
(MLP) ship (whose FY2011 ship is to be the lead ship), an oceanographic ship (a non-Navy ship
that is funded through the SCN account), and the LCAC SLEP (air-cushioned landing craft
service life extension program).

7 For additional discussion, see CRS Report RL32418, Navy Virginia (SSN-774) Class Attack Submarine Procurement:
Background and lssues for Congress, by Ronald O'Rourke.

$ Source: Navy email to CRS on March [, 2011,
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Table 7. FY2010 and FY2011 Ship Procurement Quantities

Requested
FY2010 FY20i1l
Ship Type Quantity  Quantity Difference

Battle force ships
CVN-78 aircraft carrier 0 0
Virginia-class attack submarine2 | 2
DDG-51 destroyer | 2
Littoral Combat Ship (LCS) 2 2
LPD- 17 amphibious ship 0 0
LHA(R) amphibious assault ship 0 t
TAKE dry cargo ship® 2 0
Mobile Landing Platform (MLP) shipe Y] !
Joint High Speed Vessel (JHSV) | {

Other ships
Oceanographic Ship : 0 i
LCAC SLEP (air-cushioned fanding 3 4

craft service life extension program)

Source: FY2011 and FY2012 budget submissions.

Notes: This table includes ships funded through both the Shipbuilding and Conversion, Navy (SCN)

appropriation account and the National Defense Sealift Fund (NDSF). The NDSF is a separate DOD account

outside the Navy's budget that funds the procurement of Navy auxiliary ships and Department of Defense sealift

ships.

a.  Virginia-class boats are being procured under a multiyear procurement (MYP) contract that covers the
period FY2009-FY2013.

b.  Funded through NDSF,

c.  Funded through NDSF. The FY2011 ship is the lead ship in the program.

Flexibility for Transferring Funds Between Shipbuilding Programs

Unlike other Department of Defense (DOD) procurement accounts, whose tunds are appropriated
at the full-account level, funding for the procurement of Navy ships in the SCN appropriation
account is appropriated at the line-item level (including separate line items for advance
procurement [AP] funding), and is therefore managed by the Navy at the line-item level. This
significantly reduces the Navy’s flexibility in using the FY2010 SCN funding level to execute
FY2011 SCN-funded Navy shipbuilding programs.

As a result, Navy officials state that although the total amount of funding requested in the SCN
account for FY2011 is roughly $1.9 billion more than the total amount of funding appropriated
for the SCN account in FY2010, FY2011 shipbuilding programs with requested increases over
their respective FY2010 funding levels face potential FY2011 funding shortfalls totaling about
$5.6 billion. Since SCN-funded programs are appropriated at the line-item level, the Navy would
need authority to transfer funding from SCN line items with FY2011 funding surpluses to SCN
line items with FY2011 funding shortfalls. If such authority were received, using all SCN line-
item surpluses to offset SCN line-item shortfalls would reduce the total FY2011 SCN shortfall to
about $1.9 billion. Table 8 shows changes in SCN line-item funding levels from FY2010 to
FY2011.
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Table 8. FY2010 and FY201i Funding Levels in SCN Account

Funding figures in millions, rounded to nearest million; figures may not add due to rounding; does not
show funding levels for ships funded through NDSF

Difference
(with
FY2011
funding
FY20i0 FY2011 shortfalls
funding funding level shown as
Ship type level {requested) negatives)
CVN-78 aircraft carrier 737 1.731 9
CVN-78 aircraft carrier — AP 483 908
Virginia-class submarine 2,004 3,441
Virginia-class submarine — AP 1,954 1,691
CVN mid-life refueling overhaul 1,559 1,256
CVN mid-life refueling overhaul — AP 21 408
DDG-1000 destroyer 1,379 186
DDG-51 destroyer 1,906 2,922
DDG-51 destroyer — AP 577 48
Littoral Combat Ship (LCS) 1,077 1,234
Littoral Combat Ship {(LCS) — AP 0 278
LPD-17 amphibious ship 969 0
LPD-17 amphibious ship — AP 184 0 184
LHA(R) amphibious assault ship 0 950 .
LHA(R) amphibious assault ship — AP 169 0
Joint High Speed Vessel (JHSV) 177 181
Oceanographic ship 0 89
Qutfitting 386 307
Service craft 4 14
LCAC SLEP 64 83
Total 13,839 15,725

Total of programs with FY2011
funding shortfalls

Source: Source: US. Navy data provided to House Armed Services Committee (HASC) and used here with
HASC permission.

Notes: AP is advance procurement funding.
a. Air-cushioned landing craft service life extension program.

In addition to the FY2011 SCN funding shortfall, the FY2011 budget requested $380 million in
the National Defense Sealift Fund (NDSF) for the procurement of a Mobile Landing Platform
(MLP) ship. The FY2010 NDSF appropriation did not include any funding for the procurement of
an MLP ship. The NDSF fund is appropriated at the full-account level, not at the line-item level,
which would give DOD some flexibility in deciding how to use the FY2010 NDSF funding level
to meet FY2011 funding needs for the MLP program and other NDSF programs. Ships procured
through the NDSF, moreover, can be incrementally funded, giving the Navy additional flexibility
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in deciding how to use FY2010 funding to execute FY2011 NDSF shipbuilding programs. As
discussed in the previousssection, however, the Navy believes it would need authorization to
execute an FY2011 quantity increase in the MLP program.

Additional comments relating to the potential impact of a year-long continuing resolution appear
in the sections below on individual shipbuilding programs.

Affordability of 30-Year Shipbuilding Plan

Another execution issue for Navy shipbuilding programs in general concerns the prospective
affordability of the Navy’s 30-year shipbuilding plan. The Navy last year estimated that executing
the FY2011 30-year shipbuilding plan would require an average of $15.9 billion per year in
constant FY2010 dollars for new-construction ships. A May 2010 Congressional Budget Office
(CBO) report estimated that the plan would require an average of $19.0 billion per year in
constant FY2010 doliars for new-construction ships, or about 19% more than the Navy estimated.
The CBO report stated: “If the Navy receives the same amount of funding for ship construction in
the next 30 years as it has over the past three decades—an average of about $15 billion a year in
2010 dollars—it will not be able to afford all of the purchases in the 2011 plan.” Table 9
summarizes the Navy and CBO estimates, as presented in the CBO report.

Table 9. Navy and CBO Estimates of Cost of FY2011 30-Year (FY201i-FY2040)
Shipbuilding Plan

Funding for new-construction ships, in billions of constant FY2010 dollars

First 10 years Final 10- years Entire 30 years
(FY2011- Next 10 years (FY2031i- (FY2011-
FY2020) (FY2021-2030) FY2040) FY2040)
Navy estimate 145 17.9 153 15.9
CBO estimate 15.2 204 214 19.0
% difference between 5% 14% 40% 19%

Navy and CBO estimates

Source: Congressional Budget Office, An Analysis of the Navy's Fiscal Year 201 | Shipbuilding Plan, May 2010, Table
2 {page 9). The CBO report calculates the percent difference between the Navy and CBO estimates for the
entire 30-year period as 20% rather than 19%. $19.0 billion is 19.497% greater than $15.9 billion.

As mentioned earlier, the Navy was able to assemble a 5-year (FY2012-FY2016) shipbuilding
plan with a total of 55 ships, or an average of 11 per year, within available resources in part
because almost half of those ships are relatively inexpensive LCSs and JHSVs. Starting a few
years from now, when the LCS and JHSV programs are no longer overrepresented in the
shipbuilding plan, and particularly when procurement of SSBN(X) ballistic missile submarines
begins, procuring an average of 10 or more ships per year will become a considerably more
expensive proposition.

The Navy wants to procure 12 SSBN(X)s, and is working to reduce the estimated unit
procurement cost of ships 2 through 12 in the program to $4.9 billion in FY2010 dollars. To help
pay for the SSBN(X)s without reducing other shipbuilding programs, the shipbuilding funding
profile in the Navy’s FY2011 30-year shipbuilding plan includes a “hump” of approximately $2
billion per year in constant FY2010 dollars during the years (FY2019-FY2033) when the 12
SSBN(X)s are to be procured. The Navy’s report on the FY2011 30-year plan, however, contains
little explanation of how this $2-billion-per-year hump in shipbuilding funding will be realized,

o Congressional Budget Office. An Analysis of the Navy's Fiscal Year 2011 Shipbuilding Plan. May 201, p. vii.
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particularly if the Navy’s budget experiences little or no real growth in coming years. If the $2-
billion-per-year hump is not realized, the total number of ships of various kinds procured in
FY2019-FY2033 could be less than the figures shown in the FY2011 30-year plan. If so, the
shortfalls projected for cruisers and destroyers, attack submarines, and other categories of ships
could be larger than those shown in Table 6.

An additional risk regarding the prospective aftordability of the Navy’s 30-year shipbuilding plan
is the potential for cost growth on new or modified ship designs. In recent years, some new ship
designs, such as the LPD-17 and the LCS, have turned out to be more expensive to build than the
Navy had estimated. New or modified ship designs that in coming years might turn out to be
more expensive to build than the Navy estimates include the Ford (CVN-78) class aircraft carrier,
the SSBN(X) ballistic missile submarine, the Flight Il DDG-51 destroyer, the LSD(X)
amphibious ship, and the TAO(X) oiler.

Disposition of Northrop’s Shipyards

A third execution risk to Navy shipbuilding programs in general concerns the disposition of
Northrop’s shipyards. As mentioned earlier, Northrop last July announced that it would wind
down operations at its Avondale shipyard near New Orleans, LA, in 2013, following the
completion of two LPD-17s currently being built at that yard, and explore strategic alternatives
for its entire shipbuilding business. Northrop is seeking to spin off its shipyard at Newport News,
VA, and its shipyard at Pascagoula, MS (the Ingalls yard) as a new business that would be called
Huntington Ingalls Industries (HII), after the founders of the two yards. '

The Newport News yard is one of two U.S. shipyards capable of building nuclear-powered Navy
ships (the other is General Dynamics’ Electric Boat Division), and the only yard set up to build
nuclear-powered surface ships (Electric Boat builds submarines but not surface ships). The
Newport News yard is the country’s sole builder of nuclear-powered aircraft carriers, and jointly
builds Virginia-class submarines with Electric Boat. In the future, Newport News could
additionally be involved in the construction of SSBN(X) ballistic missile submarines.

Ingalls builds surface combatants and amphibious ships. In recent years, production of destroyers
has been divided more or less evenly between Ingalls and General Dynamics’ Bath Iron Works
(BIW) shipyard of Bath, ME. Ingalls in recent years has been the country’s sole builder of “large-
deck” (i.e., LHA/LHD-type) amphibious assault ships, and is one of two builders (along with
Avondale) of LPD-17 amphibious ships. In the future, Ingalls could be involved in the
construction of ships such as DDG-51s, LHAs, LSD(X) amphibious ships, and TAO(X) oilers.
Other potential builders of such ships include BIW and General Dynamics’ National Steel and
Shipbuilding Company (NASSCO) of San Diego, CA.

The Navy is likely interested in ensuring that HII's management would have the skills needed to
effectively manage the firm’s shipbuilding activities (particularly the nuclear shipbuilding
activities at Newport News), and that the firm would have the financial strength to absorb
unforeseen losses and make workforce and capital plant investments needed to remain

1% See, for example, Northrop Grumman's news release of February 25, 2011, entitled “Huntington Ingalls Industries,
Inc. to Commence Notes Offering,” accessed online on March 4, 2011, at .
http:/Awww.irconnect.com/moc/press/pagesimews_releases. html2d=214768; Christopher P. Cavas, “Northrop Unveils
Potential New Name For Shipbuilding Unit,” Defense News, November 29, 2011: 3; Zachary R. Mider, Cristina Alesci,
and Gopal Ratnam, “Northrop Said to Favor Spinoff Of Ship Unit Rather Than Sale,” Bloomberg.com, November S,
2010; Associated Press, “Northrop Prepares To Spin Off Ship Unit.” Washington Post, October 16, 2010: 10;
Christopher P. Cavas, “Northrop Files Papers for Shipyard Divestiture,” DefenseNews.com, October {5, 2010;
Christopher J. Castelli, “Northrop Files Paperwork To Shed Shipyards,” InsideDefense.com (DefenseAlert), October
15,2010,
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competitive against General Dynamics’ shipyard&” If HII is encumbered in terms of
management skills or financial strength, execution risks could be heightened for ships being built
at HIL Regarding management skills, key Northrop shipbuilding managers would reportedly
transfer to HIL Issues that could affect HII's financial strength reportedly include pension costs
and the question of who should bear cleanup costs at Avondale, should Avondale close down as
an industrial operation.'?

Execution Issues: Specific Shipbuilding Programs

Virginia-Class Attack Submarine Program'

Potential Impact of Year-Long Continuing Resolution

A near-term execution issue for the Virginia-class submarine program is the potential impact of a
year-long continuing resolution on the Navy’s ability to execute the planned procurement of two
Virginia-class boats in FY2011 under the terms of the FY2009-FY2013 Virginia-class multiyear
procurement (MYP) contract. The FY2010 budget procured one Virginia-class boat, while the
FY2011 budget requested funding for the procurement of two Virginia-class boats.

Table 10.FY2010 and FY201 I Virginia-Class Procurement and AP Funding

Figures in millions, rounded to nearest million, figures may not add due to rounding

Difference (with
FY2011 funding

FY2010 FY2011 funding shortfail shown
funding level  level (requested) as a negative)
Procurement 2.004 3,441 14 ‘

Advance procurement (AP) 1,954 1,691

Source: US. Navy data provided to House Armed Services Committee (HASC) and used here with HASC
permission,

As can be seen in Table 10, under a year-long at FY2010 funding levels, the Navy would face a
shortfall in the Virginia-class program of about $1.4 billion in procurement funding. This shortfall
— and the Navy’s belief that it lacks authorization for a quantity increase in FY2011 — would
likely prevent the Navy from procuring a second Virginia-class boat in FY2011, as called for
under the FY2009-FY2013 MYP contract. This would likely require the Navy to renegotiate the
contract, which could cause an increase in Virginia-class procurement costs, reducing the savings
in Virginia-class procurement costs that were to have been generated as a result of the contract.

Under the FY2009-FY2013 MYP contract, the Navy was to have provided the contractor with
full funding for both of the FY2011 boats by January 31, 2011. The Navy and the contractor
agreed to extend this deadline to March 21, 201 1. Regarding this agreement, the Navy on
February 3, 2011, provided the following statement to CRS:

" See Gopal Ratnam and Tony Capaccio, “Northrop Said To Be In Talks With U.S. Navy On Ship-Unit Costs,”
Bloomberg.com, December 3, 2010; Andrea Shalal-Esa, “U.S. Navy Says Still Reviewing Nothrop Spin-Off,”
Reuters.com, March 1, 2011,

2 Gopal Ratnam and Tony Capaccio, “Northrop Said To Be In Talks With U.S. Navy On Ship-Unit Costs,”
Bloomberg.com, December 3, 2010.

'* For more on the Virginia-class program, sec CRS Report RL32418. Navy Virginia (SSN-774) Class Artack
Submarine Procurement: Background and Issues for Congress, by Ronald O'Rourke.
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On Jan. 26, 2011, the Department of the Navy executed a contract modification to the
VIRGINIA Class Block HI construction contract (NO0024-09-C-2104) with General
Dynamics Electric Boat that was originally awarded on Dec. 22, 2008. This contract
modification fully funds SSN 786; extends the contractual deadline for full funding of
SSN 787 from Jan. 31, 2011 to March 21, 2011; obligates $120 million for advanced
procurement (AP) for SSN 787; and obligates the required AP and economic order
quantity (EOQ) funding for SSNs 788-791.

Enactment of either an appropriations act for the remainder of Fiscal Year 2011, or
another CR that includes specific anomaly language for the VIRGINIA Class program, is
required to fully fund SSN 787 in FY 2011 and keep this submarine on track for a
construction start in the fall of 2011 and in accordance with the multiyear contract which
includes the two FY 2011 submarines.

Details follow:

e The contract modification provides $120 million of AP (as opposed to the required
full funding of $1,361.2M) to allow progress on the SSN 787 to continue through the
current CR, and it obligates required AP and EOQ funding for SSNs 788-791.

e The Navy reached a mutually-agreeable interim solution which depends on
subsequent appropriations laws or CR to ultimately determine the affect - if any - on
the Block IIT ships. Subject to funding provided by Congress by March 21, 2011, the
current multiyear contract remains in effect.

e No extra cost is incurred by the Navy because of the modification. The funding for
the contract modification came from available Fiscal Year 2011 Shipbuilding and
Conversion, Navy funding available under the existing CR. While no other program
was cut to finance this requirement, the Navy is continuously managing priorities
under existing funding during the CR across the spectrum of shipbuilding programs.

e With construction start planned for fall 2011, Tong lead items for the second FY 2011
submarine (SSN 787) are part of the Navy/contractor plan for the VIRGINIA Class
program, and the Navy anticipates the second boat will stay on schedule - provided
full funding for both boats is appropriated in FY 2011

* The existing construction contract pricing is contingent upon the Navy’'s fully
funding the two FY11 boats no later than March 21, 2011. If full funding and
authority are not received for SSN 787 by the contractual deadline, and the Navy is
unable to meet its contractual obligations, then there will be negative cost, schedule
and fleet availability impacts for the VIRGINIA Class submarines under
construction.

Regarding the potential for extending the deadline beyond March 21, 2011, the Navy on February

15, 2011, provided the following additional statement to CRS:

Although the VIRGINIA Class Block TH contract originally specified that funding for
both FY 2011 ships be provided not later than January 31, the current contract
modification extended the {full funding date for the SSN 787 (the second FY 2011 ship) to
March 21 and provided $120 million of Shipbuilding & Conversion, Navy (SCN)
Advance Procurement funding to allow progress to continue.

Assuming the rules of the existing CR continue past March 4, from a budget perspective,
the Department could obligate up to a total of $262 million of SCN Advance
Procurement funding in FY 2011 to allow continued progress on SSN 787. However, any

" Source: E-mail from Navy Office of Legislative Affairs to CRS, February 3, 2011. For a press report, see Jason
Sherman and Cid Standifer, “Navy, GD Modify Sub Contract To Keep Plan For Two FY-11 Boats Viable,” Inside the
Navy, February 7, 201 1.
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further modifications to the contract, including extending the full funding date beyond
March 21, would be subject to negotiations with the shipbuilder.”

Potential Impact of SSBN(X) Program on Virginia-Class Procurement Rate

A longer-term execution risk for the Virginia-class program is the possibility that shipbuilding
affordability pressures could result in the removal of Virginia-class boats from the 30-year
shipbuilding plan, particularly in the years when SSBN(X) ballistic missile submarines are
procured. Given potential pressures on the shipbuilding budget during the years of SSBN(X)
procurement, it is conceivable that most or even all Virginia-class boats shown in the 30-year
shipbuilding plan during the years of SSBN(X) procurement could be removed from the plan. A
suspension or near-suspension in Virginia-class procurement during the years of SSBN(X)
procurement could reduce attack submarine force levels below those shown in the latter years of
Table 6, and lead to significant Virginia-class restart costs (including loss of production learning
curve benefits and costs to reestablish Virginia-unique suppliers) once SSBN(X) procurement is
completed.

Additional Execution Issues

Additional execution issues for the Virginia-class program include the Navy’s plan for inserting
new technologies into the Virginia-class design, and the reliability of in-service Virginia-class
boats. For more on these two issues, see Appendix A to this testimony.

SSBN(X) Ballistic Missile Submarine Program?!®

Potential Impact of Year-Long Continuing Resolution

A near-term execution issue for the SSBN(X) ballistic missile submarine program, also known as
the Ohio Replacement Program (ORP), is the potential impact of a year-long continuing
resolution on the program’s development schedule. The amount of research and development
funding requested for the program for FY2011 ($672.3 million) is about 40% higher than the
amount provided for FY2010 ($474.9 million). If SSBN(X) research and development work in
FY2011 is funded at FY2010 funding levels, the Navy might need to postpone some of the work
that was scheduled for FY2011. This could make it more difficult for the Navy to complete
SSBN(X) development in time to support the procurement of the lead SSBN(X) in FY2019. The
Navy says that the SSBN(X) procurement schedule cannot be delayed without having the SSBN
force drop below 12 boats at some point.

Likelihood That Navy Will Reach $4.9 Billion Target Cost

Another potential execution issue for the SSBN(X) program is the likelihood that the Navy will
be able to achieve the OSD-established goal of reducing the average procurement cost of boats 2-
12 in the program to a target cost of $4.9 billion each in FY2010 dollars. As of early 2011, the
Navy estimated that cost-reduction efforts had reduced the estimated procurement cost of boats 2-
12 to an average of about $5.6 billion each in FY2010 dollars, leaving another $700 million or so
in cost reduction to reach the $4.9 billion target cost.

' Source: Navy information paper dated February 15, 2011, provided to CRS by Navy Office of Legislative Affairs on
February 15, 2011,

1 For more on the SSBN(X) program, see CRS Report R41129, Navy SSBN(X) Ballistic Missile Submarine Program:
Buackground and Issues for Congress, by Ronald O'Rourke.



74
19

Measures that the Navy has taken to reduce the average procurement cost of each boat to about
$5.6 billion include, among other things, reducing the pumber of SLBM launch tubes from 20 to
16, and making the launch tubes no larger in diameter than those on the Ohio-class design.'” The
Navy is examining potential further measures to bring the cost of the boats closer to OSD’s $4.9
billion target cost. Potential oversight questions include the following:

s How did OSD settle on the figure of $4.9 billion in FY2010 dollars as the target
average procurement cost for boats 2-12 in the program? On what analysis was
the selection of this figure based?

¢ How difficult will it be for the Navy to reach this target cost? What options is the
Navy examining to achieve the additional $700 million or so in unit procurement
cost savings needed to reach it?

*  Would a boat costing $4.9 billion have sufficient capability to perform its
intended missions?

e What, if anything, does OSD plan to do if the Navy is unable to achieve the $4.9
billion target cost figure? If $4.9 billion is the target figure, is there a
corresponding “ceiling” figure higher than $4.9 billion, above which OSD would
not permit the SSBN(X) program to proceed?

In addition to the above questions, it can be noted that the Navy’s estimated unit procurement cost
for the program at any given point will reflect assuniptions in, among other things, which
shipyard or shipyards will build the boats, and how much Virginia-class construction will be
taking place in the years when SSBN(X)s are being built. Changing the Navy’s assumption about
which shipyard or shipyards will build SSBN(X)s could reduce or increase the Navy’s estimated
unit procurement cost for the boats. If shipbuilding affordability pressures result in Virginia-class
boats being removed from the 30-year shipbuilding plan during the years of SSBN(X)
procurement (see previous section on the Virginia-class program), the resulting reduction in
submarine production economies of scale could make SSBN(X)s more expensive to build than
the Navy estimates.

DDG-51 and DDG-1000 Destroyers®®
Potential Impact of Year-Long Continuing Resolution

DDG-51 Program

A near-term execution issue for the DDG-51 destroyer program is the potential impact of a year-
long continuing resolution for FY2011 at FY2010 funding levels on the Navy’s ability to execute
the planned procurement of two DDG-51s in FY2011. The FY2010 budget procured one DDG-
51, while the FY2011 budget requested funding for the procurement of two Virginia-class boats.

' The Navy had examined the option of equipping the SSBN(X) with tubes greater in diameter than those on the Ohio-
class design, so as to support an option of arming the boats many years from now with a new SLBM that is larger in
diameter than the D-5 SLBM.

% For more on the DDG-51 and DDG-100 destroyer programs, sec CRS Report RL32109, Navy DDG-51 and DDG-
1000 Destrover Programs: Background and lssues for Congress, by Ronald O'Rourke.
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Table 11.FY2010 and FY201 1 DDG-51 Procurement and AP Funding

Figures in millions, rounded to nearest million, figures may not add due to rounding

Difference (with

FY2011 funding

FY2010 FY2011 funding shortfail shown
funding level  level (requested) as a negative)

Procurement 1,906 2,922 ‘
Advance procurement (AP) 577 48 529

Source: US. Navy data provided to House Armed Services Committee (HASC) and used here with HASC
permission.

As can be seen in Table 10, under a year-long CR at FY2010 funding levels, the Navy would face
a shortfall in the DDG-51 program of about $1.0 billion in procurement funding. This shortfall —~
and the Navy’s belief that it lacks authorization for a quantity increase in FY2011 ~ would likely
prevent the Navy from procuring a second DDG-51 in FY2011. Moreover, under the terms of a
2009 agreement between the Navy, General Dynamics, and Northrop regarding the allocation of
DDG-1000 and DDG-51 destroyer contracts between BIW and Ingalls, if the Navy is unable to
award a contract for the second FY2011 DDG-51, it cannot award a contract for the first FY2011
DDG-51." The scenario of a year-long continuing resolution thus jeopardizes the Navy’s ability
to award contracts for both of the DDG-51s requested for FY2011.

DDG-1000 Program

The scenario of a year-long continuing resolution may also be contributing to the continued delay
in the signing of construction contracts for the second and third DDG-1000s. Although these two
ships were procured in FY2007 and FY2009, respectively, these two ships are not yet fully under
contract. The signing of contracts for these two ships was delayed during 2010 by the need for the
DDG-1000 program to go back through the DOD acquisition milestone certification process
following the determination that the program had experienced a critical cost breach under the
Nunn-McCurdy provision.™ That milestone process was completed last year. It is possible that
the scenario of a year-long continuing resolution is contributing to the continued delay in the
awarding of these contracts because BIW, not knowing whether or when it will be awarded the
second of the two DDG-51s requested for FY2011, is facing uncertainty about its future business
base, making it difficult for BIW to commit to a certain price for the second and third DDG-
1000s. The longer the delay in the awarding of these two DDG-1000 construction contracts, the
greatﬁr the risk might be that the delay itself will cause an increase in the ships’ construction
cost.”

' Under the agreement, the second DDG-1000 was shified from Ingalls to BIW, Ingalls would receive the DDG-51
procured in FY2010 and the first of the two DDG-51s to be procured in FY2011, and BIW would receive the second of
the two DDG-51s to be procured in FY201 1. Secretary of Defense Robert Gates in 2009 said he would support
construction of three DDG-1000s only if all three ships were built in the same shipyard. Shifting the second DDG-1000
from Ingalls to BIW fulfilled this condition, and Ingalls was compensated for this through the promise of receiving the
FY2010 DDG-51 and the first of the two FY2011 DDG-51s.

¥ For more on this, see CRS Report RL32109, Navy DDG-51 and DDG-1000 Destrover Programs: Background and
Issues for Congress, by Ronald O'Rourke, and CRS Report R41293, The Nusn-McCurdy Act: Background, Analysis,
and Issues for Congress, by Moshe Schwartz.

! For additional discussion, see Cid Standifer, “DDG-1001 And DDG-1002 Contract Awards Dragging Due To Price,
Spin-Off.” Inside the Navy, February 28, 2011,
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Other Risks

DDG-51 Program

Other risks for the DDG-51 program include cost and schedule risks associated with restarting
Flight IIA DDG-51 production, technical risks associated with developing the Air and Missile
Defense Radar (AMDR) and other elements of the combat system for the Flight Il PDG-51, and
the previously mentioned risk of construction cost growth on Flight Il DDG-51s. Some observers
are concerned about the Navy’s ability to develop the AMDR on the schedule needed to begin
procuring the first Flight 11 DDG-51 in FY2016 as currently planned. The Navy could manage
this risk by deferring the procurement of the first Flight III ship to FY2017 or later, if necessary,
and instead continue procuring Flight I1A ships.

An additional question relates to the fleet’s future air and missile defense capability. The version
of the AMDR to be carried by the Flight Il DDG-51 is to be considerably more capable than the
SPY-1 radar carried by the Flight [IA DDG-51, but considerably less capable than the larger
version of the AMDR that was to have been carried by the CG(X) cruiser. The Navy canceled the
CG(X) program in favor of developing and procuring Flight Il DDG-51s reportedly in part on
the grounds that the Flight 11T destroyer would use data from off-board sensors to augment data
collected by its AMDR.* If those off-board sensors turn out to be less capable than the Navy
assumed when it decided to cancel the CG(X) in favor of the Flight I DDG-51, the Navy may
need to seek other means for augmenting the data collected by the Flight Il DDG-51’s AMDR.
One option for doing this would be to build a small number of adjunct radar ships equipped with
a very powerful radar. Such a ship could be broadly similar to the Cobra Judy replacement ship.
CRS presezn‘ted the option of building an adjunct radar ship in testimony to this subcommittee in
July 2008.~

The Navy in FY2012 intends to conduct preliminary design work for the Flight Il DDG-51.
Since the Navy intends to procure Flight IIl DDG-51s through FY2031, a potential oversight
issue is whether the Navy is designing the Flight IIl DDG-51 to accommodate an electromagnetic
rail gun (particularly in light of that weapon’s newly identified potential for being an air and
missile defense weapon)24 and/or a higher-power (i.e., 200 kW to 300 kW) solid state laser.”

* Amy Butler, “STSS Prompts Shift in CG(X) Plans,” Aerospace Daily & Defense Report, December 11, 2009: 1-2.

** See Statement of Ronald O'Rourke, Specialist in Naval Affairs, Congressional Research Service, Before the House
Armed Services Committee, Subcommittee on Seapower and Expeditionary Forces Hearing on Surface Combatant
‘Warfighting Requirements and Acquisition Strategy, July 31, 2008, pp. 12, which stated:
1f DDG-515 are procured or modernized with an eye toward providing improved IAMD [integrated
air and missile defense] capabilities, another option that policymakers may consider would be to
procure a non-combat ship equipped with a powerful radar to act as an adjunct platform for missile
defense operations and perhaps also air defense operations. The radar on the ship would be a large,
active-array radar that would be considerably more powerful than the improved radar that could be
installed on a modified DDG-51. The presence in the fleet of such a radar could significantly
improve the fleet’s IAMD capabilities. The ship might be similar to the Cobra Judy Replacement
ship currently under construction. A few or several such adjunct ships might be procured,
depending on the number of theaters to be covered, requirements for maintaining forward
deployments of such ships, and their homeporting arrangements. The ships would have little or no
self-defense capability and would need to be protected in threat situations by other Navy ships.
* A RAND report on the electromagnetic rail gun states:

Given their longer service life and more-recent construction dates, it reasonable to posit that DDG
Sis will be in service after the rail gun achieves FOC [full operational capability], and this will
nullify the service-life margin issue identified for potential rail gun hosts, Space margin, weight
margin, organic power, and organic cooling, however, must be overcome in order to consider the
DDG 515, as currently designed, as a host for the rail gun. Given their current electrical-power
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DDG-1000 Program

Execution risks for the DDG-1000 program include technical risks associated with developing
and integrating the several new technologies used in the DDG-1000 design, and the risk of
construction cost growth on the ships.

Littoral Combat Ship (LCS) Program?

Potential Impact of Year-Long Continuing Resolution

Although the L.CS program was not proposed for a quantity increase in FY2011, the program
under a year-long continuing resolution would face shortfalls in both procurement and advance
procurement funding. The Navy states that it is holding off on the awarding of the two FY2011
L.CSs until the Navy’s FY2011 funding is clarified. The situation may not be as urgent as it is for,
say, the Virginia-class submarine program, because the LCS block-buy contracts that were
awarded by the Navy last December to the two LCS builders do not call for the two LCSs
requested for FY2011 to be awarded to the contractors until June 2011.

Table 12. FY2010 and FY201 | LCS Procurement and AP Funding

Figures in millions, rounded to nearest million, figures may not add due to rounding

Difference (with
FY2011 funding

FY2010 FY2011 funding shortfalls shown
funding level  level (requested) as negatives)
Procurement 1,077 1,231 ‘ I
Advance procurement (AP) 0 278
Source: US. Navy data provided to House Armed Services Committee (HASC) and used here with HASC
permission.
Other Risks

Other risks for the LCS program include the risk of construction cost growth on the 20 LCSs to
be built under the block-buy contracts that the Navy awarded to the two LCS builders, and
technical risks associated with developing LCS mission modules,

The risk of construction cost growth on the 20 LCSs to be built under the block-buy contracts
might have been elevated by the competitive pressures under which the two LCS builders
submitted their bids. (At the time, it was understood by the bidders that the Navy would use the
bids conduct a down select between the two LCS designs, and award an initial block-buy contract

design, which consists of a 440-V power-generation and power-distribution system, there would be

a significant redesign requirement. The rail gun will need significantly larger voltage than DDG

S1s provide. The rail gun will also need more-robust cooling than the DDG 515 offer. Combined,

the cooling and power issues create a need for the DDG 51 class to be redesigned if it is chosen to

host the rail gun—a decision that would result in an essentially new class of destroyers.

(Yohn Gordon 1V et al, The Rail Gun[:] Possibilities and Challenges for Naval Surface Fire

Support, RAND, Santa Monica (CA), 2010, p. 122))
* For more on the potential value of shipboard lasers. including a solid state laser with a power of 200 kW to 300 kW,
see CRS Report R41526, Navy Shipboard Lasers for Surface, Air, and Missile Defense: Background and Issues for
Congress, by Ronald O'Rourke.

** For more on the LCS program, see CRS Report RL33741, Navy Littoral Combat Ship (1.CS) Program: Background,
Issues, and Options for Congress, by Ronald O'Rourke.
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to one of the bidders.) The Navy’s use of fixed-price incentive (FPI) contracts for the two block-
buy contracts shifts much of the risk of cost growth from the Navy to the builders. Consequently,
if construction cost growth becomes a significant problem, it could damage the financial health of
an LCS builder, which might make it difficult for that builder to continue building LCSs, at least
at the prices specified in the builder’s block-buy contract. The Navy could respond to such a
development by bringing an additional shipyard into the LCS program, but that could lead to a
delay in the LCS production schedule, and the price to build LCSs at the newly added shipyard
could be higher than the prices in the two current block-buy contracts, particularly since the
newly added shipyard would not have previously built LCSs.

Regarding technical risks associated with developing LCS mission modules, an August 2010
Government Accountability Office (GAQO) report stated:

Challenges developing mission packages have delayed the timely fielding of promised
capabilities, limiting the ships” utility to the fleet during initial deployments. Until these
challenges are resolved, it will be difficult for the Navy to align seaframe purchases with
mission package procurements and execute planned tests. Key mine countermeasures and
surface warfare systems encountered problems in operational and other testing that
delayed their fielding. For example, four of six Non-Line-of-Sight Launch System
missiles did not hit their intended targets in recent testing, and the Department of Defense
has since canceled the program. Further, Navy analysis of anti-submarine warfare
systems has shown the planned: systems do not contribute significantly to the anti-
submarine warfare mission. These combined challenges have led to procurement delays
for all three mission packages. Mission package delays have also disrupted program test
schedules—a situation exacerbated by early deployments of initial ships—Ilimiting their
availability for operational testing. In addition, these delays could disrupt program plans
for simultaneously acquiring seaframes and mission packages. Until mission packages
are proven, the Navy risks investing in a fleet of ships that does not deliver promised
capability.”

On September 3, 2010, the Navy provided the press with a point paper responding to certain
points made in the August 2010 GAO report.” The point paper stated in part:

The original LCS Anti-Submarine Warfare (ASW) mission package was cancelled by
Navy two years ago (POM-10)" when analysis indicated that it did not provide a
significant contribution to counter the ASW threat. [The] Navy immediately began
exploring a new ASW approach for LCS. The next generation LCS ASW mission
package is currently under development.

Central to the next ASW mission package will be a ship-deployed variable depth sonar
(VDS) to complement the VDS carried by the [Navy’s ship-based] MH-60R helicopter.
[The] Navy is purchasing an advanced design model of a variable depth sonar system for
testing and evaluation in 2012, to develop this future ASW package.™

The Navy in January 2011 announced that it had made changes to the composition of the surface
warfare (SUW) and antisubmarine warfare (ASW) modules, and that it was considering making a
change to the composition of the mine countermeasures (MCM) module. For details on these
changes, see Appendix B to this testimony. These changes could affect risks associated with

7 Government Accountability Office, Defense Acquisitions|: | Navy’s Ability to Overcome Challenges Facing the
Littoral Combat Ship Will Determine Eventual Capabilities, GAO-10-523, August 2010, summary page.

28 See Cid Standifer, “Navy Pushes Back Against GAO Criticism Of Littoral Combat Ship,” Inside the Navy,
September 6, 2010.

* Thig is a reference to the Program Objective Memorandum (POM) for the FY2010 budget submission. The POM is
an internal DOD planning document that guides the preparation of a DOD budget submission. POM-10 was developed
during 2008, to support the submission to Congress in May 2009 of the proposed FY2010 defense budget.

* Undated Navy point paper provided to CRS by Navy Office of Legislative Affairs on September 8, 2010.
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developing LCS mission modules, the schedule for building modules and integrating them into
the LCS fleet, and the 1.CS program’s total acquisition cost. They will also affect LCS
capabilities. For example, the initial version, at least, of the Griffin missile that the Navy now
wants to use as part of the LCS surface warfare (SUW) module reportedly will have a shorter
range than the canceled Non-Line of Sight Launch System (NLOS-LS) that the Navy previously
planned to use in the SUW module.

Ford (CVN-78) Class Aircraft Carrier Program®

Potential Impact of Year-Long Continuing Resolution

Although the Ford (CVN-78) class aircraft carrier program was not proposed for a quantity
increase in FY2011, the program under a year-long continuing resolution would face shortfalls in
both procurement and advance procurement funding. Funding the CVN-78 program in FY2011 at
FY2010 procurement and AP funding levels could cause a rescheduling of construction and
component manufacturing work on CVN-78 and CVN-79. This could affect workloads and
employments levels at the Newport News shipyard and supplier firms, and the ultimate
procurement costs of the two ships. A February 14, 2011, press article quoted a Navy spokesman
as stating: “The continuing resolution has the potential to impact CVN-78 and CVN-79
construction, and the Navy is working to mitigate these impacts.”

Table 13.FY2010 and FY20i1 CVN-78 Procurement and AP Funding

Figures in millions, rounded to nearest million, figures may not add due to rounding

Difference (with

FY2011 funding

FY2010 FY201! funding shortfalls shown
funding level  level (requested) as negatives)

Procurement 737 1,731
Advance procurement (AP) 483 908
Source: US. Navy data provided to House Armed Services Committee (HASC) and used here with HASC
permission.
Other Risks

Other risks for the CVN-78 program include the previously mentioned risk of construction cost
growth, and technical and design issues raised in a December 2010 report from the Director,
Operational Test and Evatuation (DOT&E).

One possible source of additional cost growth in CVN-78 is new technologies that are being
developed for the ship, particularly the electromagnetic aircraft launch system (EMALS)—an
electromagnetic (as opposed to the traditional steam-powered) aircraft catapult. Problems in
developing EMALS or other technologies could delay the ship’s completion and increase its
development and/or procurement cost. DOD’s June 30, 2010, Selected Acquisition Report (SAR)
for the CVN-78 program states:

' For more on the CVN-78 program, see CRS Report RS20643, Navy Ford (CVN-78) Class Aircraft Carrier Program:
Background and Issues for Congress, by Ronald O'Rourke.

2 Cid Standifer, “Carrier Build Cycle Change Could Be Impacted By Continuing Resolution,” Inside the Navy,
February 14,2011,
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Electromagnetic Aircraft Launch System component production remains on schedule to
support CVN 78 construction with subsystems deliveries meeting Required In-Yard
Dates. The first two, of three, phases of the High Cycle Testing are complete. The third
phase is scheduled for completion in September 2010. The first of two phases of the
Highly Accelerated Life Testing is complete. The second phase is planned for a
September 2011 completion. System Functional Demonstration is scheduled to begin in
September 2010, with live aircraft launching planned for Late Fall 2010.% )

Regarding technical and design issues, the December 2010 report from DOT&E stated that

The CYN 78 program continues to have challenges with F-35 Joint Strike Fighter (JSF)
integration. The thermal footprint from the main engine exhaust, shipboard noise levels,
and information technology requirements need work. Design changes may be required for
the jet blast deflectors, and active cooling may be required in the flight deck just forward
of the jet blast deflector....

Numerous integrated warfare system items are of concern, including:

e  The ship-self-defense combat systems on aircraft carriers have historically had
reliability and weapon system integration shortcomings. While the Navy has made
efforts, it has not yet developed a detailed plan to address these concerns on CVN 78,

*  The Navy lags in developing a new anti-ship ballistic missile target and in obtaining
a capability to launch four simultaneous supersonic sea-skimming targets. Both are
required to assess effectiveness of ship self-defense. ...

EMALS experienced two notable hardware/software incidents that caused test delays at
the SFD [System Functional Design] test site at Lakehurst [NJ]. One incident involved an
un-commanded armature retraction due to a software anomaly in the asset protection
module. The second anomaly involved the loss of an encoder from the catapult armature
during a dead-load test. Both anomalies have been resolved. EMALS has started
performance verification with dead loads at the SFD site, and [the] AAG [Advanced
Arresting Gear] is nearing the start of Jet Car Track Site dead load testing. Required In
Yard Date (RIYD) for these systems continues to drive the development schedule;
however, to date development and testing remains on track.™

Mr. Chairman, distinguished members of the subcommittee, this concludes my testimony. Thank

you again for the opportunity to appear before you to discuss these issues. [ will be pleased to

respond to any questions you might have.

¥ Department of Defense, Selected Acquisition Report (SAR), CVN-78, As of June 30,2010, p. 7.
* Director, Operational Test and Evaluation, FY 2010 Annual Report, December 2010, p. 112,
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Appendix A. Additional Execution Issues for
Virginia-Class Attack Submarine Program

Virginia-Class Technology Insertion

One additional execution issue for the Virginia-class program concerns the Navy’s plans for

inserting new technology into the Virginia-class design. A March 2010 Government
Accountability Office (GAO) report stated:

There are three new technologies that the Navy plans to incorporate on current and future
Virginia Class submarines once they mature—advanced electromagnetic signature
reduction (AESR), a conformal acoustic velocity sensor wide apertare array (CAVES
WAA), and a flexible payload sail. AESR is a software package comprised of two
systems that use improved algorithms to continuously monitor and recalibrate the
submarine’s signature. The basic algorithms required to support this technology have
been proven on other submarines. Navy officials stated they are now developing software
and conducting laboratory tests in support of further algorithm development. The Navy
has completed and released about 80 percent of the software code for this technology and
plans to test it on board a submarine in February 2010. The Navy will begin permanent
AESR installations with SSN 782. Tt also plans to install the software on earlier ships
when they are modernized.

CAVES WAA is a sensor array that is designed to detect the vibrations and acoustic
signatures of targets. The Navy has stated that CAVES WAA could save approximately
$4 million per submarine. The Navy is analyzing two options for CAVES WAA
production—ceramic accelerometers, a mature but more costly technology, or fiber-optic
accelerometers, a less expensive but immatare technology. According to program
officials, the Navy completed testing panels incorporating both types of sensors in
December 2008 and plans additional at sea testing in 2010. The Navy is also considering
another option, using a more mature conformal array technology manufactured for the
United Kingdom’s Royal Navy. The Navy is evaluating whether or not this technology is
a viable candidate for installation on Virginia-class submarines.

The flexible payload sail would replace the sail atop the main body of the submarine. Due
to recent changes in communications requirements, the Navy is reevaluating the design of
the sail and is not certain when this technology will be ready for installation.”

Reliability of In-Service Virginia-Class Boats

Another execution issue for the Virginia-class boats concerns the reliability of in-service Virginia-

class boats. Information on this issue is presented below.

December 2010 DOT&E Report

A December 2010 report on various DOD acquisition programs from DOT&E stated:

The reliability of several key [Virginia-class] engineering components, NPES [non-
propulsion electronics systems] equipment, Government Furnished Equipment, and the

Photonics Mast need improvement....

* Government Accountability Office, Defense Acquisitions]:] Assessments of Selected Weapon Programs, GAO-10-

388SP. March 2010, p. 134,



82

27

Virginia’s mission performance is significantly dependent on supporting acquisition
programs that make up the Virginia combat and weapon systems. The performance
requirements or demonstrated performance of some NPES components do not support
meeting Virginia’s requirements. The A-RCI [acoustic rapid COTS (commercial off the
shelf) insertion] Sonar AN/BQQ-10, the TB-29 series towed {sonar] array, the AN/BLQ-
10 Electronics Support Measures [system] and the Mk 48 Advanced Capability torpedo
are examples of systems with known performance limitations or reliability programs that

affected Virginia’s performance during IOT&E [initial operational test and evaluation].

June 30, 2010, DOT&E Memorandum

A June 30, 2010, memorandum from J. Michael Gilmore, the Director, Operational Test and
Evlauation, discussed reliability issues concerning in-service DOD weapon systems, including
Virginia-class submarines. The memorandum stated the following of Virginia-class boats:

An OSD [Office of the Secretary of Defense] Program Support Review (Nov 2009)
found:

*  Multiple “fail to sail” issues, and test aborts associated with low reliability;
* Noenterprise wide reliability measurement or growth program;

*  Multiple subsystem failures associated with low reliability AN/TB-29 Towed {sonar]
Array, Imaging / photonics mast, AN/BPS-16 radar, AN/WLY-I sensors, Total Ship
Monitoring System, Vertical Launch System tubes;

® Additional subsystems require reliability improvements (Active Shaft Grounding
System, Circuit D, Ship Service Turbine Generator magnetic levitation bearings /
throtile control system, etc.);

* Special Hull Treatment continues to debond from VIRGINIA Class submarines
. . . - o " 37
during underway periods, often in large sections up to hundreds of square feet.”

July 15, 2010, Navy Statement

On July 15, 2010, the Navy issued a statement to a news organization defending the reliability of
in-service Virginia-class boats. The Navy document states:

The Program Support Review [PSR] final report, referenced in the June 30 letter, was
issued in November 2009 and stated “the design and reliability deficiencies identified
during the PSR have mitigation plans and do not preclude the program from moving
forward,” and recommended the program proceed to the Milestone III / Full Rate
Production review. On 23 June 2009 COMOPTEVFOR [Commander, Operational and
Test and Evaluation Force} deemed the VIRGINIA Class “operationally effective” and
“operationally suitable.” On 12 November 2009, the Director, Operational Test and
Evaluation deemed the VIRGINIA Class an “operationally effective, suitable and
survivable replacement for the LOS ANGELES Class submarine.”

It is inaccurate to say the VIRGINIA Class has a reliability problem. The [Virginia-class]
Program ensures reliability by finding and correcting defects during the design,
construction and post delivery periods. One of the last and most important reliability
checks before a ship becomes fully operational is the shakedown and maintenance
availability period between the submarine’s delivery from construction and the beginning

3 Director, Operational Test and Evaluation, FY 2010 Annual Report, December 2010, p. 170.

37 Attachment entitled “Examples of Specific System Reliability Problems; Reliability Problems are Pervasive Across
ail Services and All Types of Systems,” to memorandum dated June 30, 2010, from J. Michael Gilmore, Director,
Operational Test and Evaluation, to Principal Deputy Under Secretary of Defense (Acquisition, Technology and
Logisitcs), on State of Reliability, posted on [nsideDefense.com (subscription required) on July 7, 2010.



83

28

of full fleet operations. Most of the issues and fail-to-sail events in the program have
occurred and were corrected during this period. There have been comparatively few fail
to sail events on ships that have completed PSA [post-shakedown availability]. While
this shows the effectiveness of the Program’s approach to improving the platform
reliability, the Navy continues to monitor the success of the reliability improvement
efforts in progress.

The proof of the reliability of a weapons system is in its intended use in its intended
environment. For a US Navy Submarine in peacetime, this event occurs during a full six-
month deployment. USS VIRGINIA (SSN 774) recently completed a highly successful
full-length deployment including operations in the United States European Command
(FUCOM) and United States African Command (AFRICOM) Area of Responsihility
(AORs), with the highest Operational Tempo (OPTEMPO) (84.6%) of any deployed unit
during that time period. Her deployment included several lengthy uninterrupted at-sea
periods, including one of 75 days, during which she conducted highly classified missions
of vital importance to the nation’s security. At no time during these missions, or her
entire deployment, was she unable to accomplish her tasking due to material failure.

The VIRGINIA program measures System Reliability using Under Secretary of Defense
for Acquisition, Technology and Logistics Life Cycle Sustainment metrics and is
currently scored at 97.7%, comparable to or higher than other classes of submarines. This
level of reliability was achieved by invoking reliability, maintainability, and availability
requirements during design development.

Subsystem reliability issues are managed by the respective Participating Managers
(PARMSs), which are separate program offices that supply capability to all classes of
submarines in accordance with the Team Submarine business practice. In many cases the
specific issues noted by the report have already been corrected. Subsystem reliability also
performed at a high level during USS VIRGINIA’s deployment and is included in the
statistics above.

Mold-in-Place Special Hull Treatment (MIP/SHT) debonding has not caused any fail-to-
sail events over the life of the program. The debonding issue has been aggressively
pursued since its recognition in 2006. The problem was largely due to immature
application processes, which have been corrected on later ships. Because of the parallel
construction process, MIP/SHT was applied to several ships before the first at-sea testing
of USS VIRGINIA. The Program Office continues to monitor the performance on all
ships and pursue impmvcmcm.‘w

January 21, 2011, Press Report
A January 21, 2011, press article stated:

The sharkskin-like coating that peeled off carly Virginia Class submarines in large
swatches appears to be adhering better to newer boats, a top Navy procurement official

said.

After the Navy found that the specialized, sonar-absorbing coating had sloughed off three
of the first four subs in the class, they initiated an investigation to determine the cause of
the problem and how to fix it.

% At this point in the statement, there is a footnote that states; “20 total Fail-to-Sail events over the program to date, 5
on ships that have completed PSA.” A PSA is an availability (i.e., a period of time when the ship is in a shipyard,
available for maintenance work to be performed on it} that follows a ship’s shakedown cruise (i.e., a cruise on a newly
built ship that is intended in part to uncover defects in the ship’s construction).

* July 15, 2010, Navy statement to Inside the Navy (Dan Taylor), entitled “Media Request from Dan Taylor,” provided
to CRS by Navy Office of Legislative Affairs on July 26, 2010. See also Dan Taylor, “VA-Class Program: Depictions
Of Sub As Unreliable Are ‘Inaccurate,”” Inside the Navy, July 26, 2010; Peter Frost, “Peeling Submarine Skin Prompts
Navy Inquiry,” Newport News Daily Press, September 19, 2010.
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“Clearly we had problems on the early ships,” said Vice Adm. Kevin M. McCoy,
commander of Naval Sea Systems Command, the Navy’s ship-buying and maintenance
arm. “We think, for the most part, those issues are behind us.”

The loss of the specialized hull coating—designed to be “anechoic,” or able to absorb
waves of active sonar so it does not bounce back to the ship or sub emitting the signal—
could imperil underway submarines by making them easier to detect.

Despite those problems, McCoy insisted that the hull-coating failures have - not
contributed to operational issues for the submarines, saying “It’s not been a real big deal
for us.”

McCoy said the Navy’s investigation revealed “no single smoking gun,” and that he’s
“very confident going forward” that the Navy’s fast-attack submarines will retain the
thick black coating that helps keep them silent and stealthy.

Affected submarines are being fixed during their normal dry-dock maintenance
periods. ...

Although Northrop and Electric Boat apply the hull coatings, the Navy specifies the
process of application.

The sea service has said it started making procedural changes in how the coating was
applied immediately after the first problems surfaced in 2007 on the Virginia, the first
sub of the class and the one with the most acute debonding problem to date.

While McCoy declined to reveal the specific of how the process has changed, he said it
“has gotten much better improved in terms of temperature controls, humidity controls and
adhesion.”

" Peter Frost, “Hull Coating Failures On Virginia Class Submarines ‘Are Behind Us,” Navy Says,” Newport News
Daily Press, January 21, 2011,
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Appendix B. Changes to LCS Mission Modules

SUW Module: Griffin Selected as Recommended Replacement for
N-LOS

The Navy had planned to use an Army missile program known as the Non-Line of Sight Launch
System (NLOS-LS) as part of the LCS surface warfare (SUW) mission package. The Navy
planned for LCSs equipped with SUW mission packages to be nominally armed with three NLOS
missile launchers, each with 15 missiles, for a total of 45 missiles per ship. The missiles could be
used to counter swarm boats or other surface threats.

In May 2010, DOD approved an Army recommendation to cancel NLOS-LS.* Following the
cancellation of NLOS-LS, the Navy assessed potential alternative systems for fulfilling the NLOS
role in the SUW mission package. On January 11, 2011, the Navy announced that it had selected
the Griffin missile as its recommended replacement for NLOS-LS. The Navy stated that Griffin
will be about half as expensive as NLOS-LS, and that it could be delivered about as soon as
NLOS. The Navy stated that an initial version of the Griffin would be ready by 2014 or 2015, and
that a follow-on, longer-ranged version would be ready by 2016 or 2017.* One press report
quoted an official from Raytheon, the maker of the Griffin, as stating that the Griffin’s current
range is less than 5 kilometers (i.e., less than about 2.7 nautical miles).*’ Another press report
stated: “The Griffin’s range has not been officially disclosed, though industry experts have
reported a range of about 3.5 miles when surface-launched and about nine miles when launched
from the air. The NLOS missile had a range of about 25 miles.”™*

ASW Module: Shift to Systems With “In Stride” Capability

The Navy in January 2011 provided information on changes it has decided to make to the systems
making up the ASW module. A January 14, 2011, press report stated that the Navy

discovered that while its [originally planned] LCS ASW module was able to do the
mission, the equipment package proved unsatisfactory because the ship would actually
have to stop in the water to deploy the equipment. “The ship could not do it in stride,”
says Capt. John Ailes, Navy mission module program office manager....

As for its ASW defense, the Navy plans to deploy a module that will include three parts:
a variable-depth sonar; a multi-functional towed array; and a lightweight towed array,

1 <Qut of Sight,” Defense Dauily, May 17, 2010: 3. See also Kate Brannen, “U.S. Army Asks to Cancel NLOS-LS,”
DefenseNews.com, April 23, 2010; Jason Sherman, “Army Cancels NLOS-NS, Frees Up Biflions For Other
Procurement Needs,” Inside the Navy, April 26, 2010; Sebastian Sprenger, “NLOS-LS Seen As Effective-—But To
Pricey—1In Key Army Analysis,” Inside the Navy, May 3, 2010,

*2 Grace Jean, “Buying Two Littoral Combat Ship Designs Saves the Navy $600 Million, Official Says.”
NationalDefenseMagazine.org, January 12, 2011; Carlo Munoz, “Navy Pushing Griffin For NLOS-LS Replacement,”
Defense Daily, January 13, 2011; Michael Fabey, “U.S. Navy Identifies New LCS Modules,” Aerospace Daily &
Defense Report, January 14, 2011: 3; Cid Standifer, “Raytheon’s Griffin System To Replace NLOS In LCS Mission
Package,” Inside the Navy, fanuary 17, 2011; David Wichner, “New Navy Ships May Use Small Raytheon Missile,”
Arizona Daily Star (Tucson), January 18, 201 1.

* Cid Standifer, “Raytheon’s Griffin System To Replace NLOS In LCS Mission Package,” Inside the Navy, January
17,2011,

** David Wichner, “New Navy Ships May Use Small Raytheon Missile,” Arizona Daily Star (Tucson), January 18,
2011.
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Ailes says. The Navy will be testing the ASW module package throughout this and the
coming year, he says, with an eye toward initial operational capability in 2017.%

A January 12, 2011, press report stated:

For the anti-submarine warfare package, the Navy in 2012 expects to receive from Thales
a low frequency sonar under development for demonstration and testing purposes. The
towed array will provide sailors with a mobile anti-submarine capability. In the
meantime, officials are moving ahead with other sensors, including the multifunction
towed array for passive detection and the lightweight tow for torpedo countermeasures
and non-acoustic rounds. The intent is to be able to counter enemy diesel submarines in
the Tittorals. “You shift capabilities of the ship from a stationary anti-submarine warfare
buried-in system to an in-stride littoral and open-ocean capability when you need it. That
puts sensors and sound sources in the fleet in numbers,” said [Rear Admiral Frank C.
Pandolfe, director of the Navy’s surface warfare division].”

MCM Module: Possible Replacement of RAMICS by Modified
ALMDS

A January 13, 2011, press report stated:

The Navy is looking to terminate an underperforming anti-mine system from the LCS
mission package being designed for that mission.

Service acquisition officials have become increasingly frustrated with the testing results
of the Rapid Airborne Mine Clearance System (RAMCS), Rear Adm. Frank Pandolfe,
head of the Navy’s surface warfare directorate, said this week.

While testing is still underway on the Northrop Grumman [NOC] system, which is to
locate and destroy mines in shallow waters, the results have fallen short of service
expectations, he said during a Jan. 11 speech at the Surface Navy Association’s annual
conference in Arlington, Va.

To remedy the situation, Pandolfe said program officials are looking to modify the
Airborne Laser Mine Detection System (ALMDS) to carry out the RAMCS mission,

Also manufactured by Northrop Grumman, the ALMDS uses directed encrgy system
mounted on board a MH-60R helicopter to detect mines at the same shallow depth the
RAMCS was designed to destroy.

If the modification is successful, Navy decisionmakers plan to ax the RAMCS platform
and use the ALMDS variant, Pandolfe said.

The surface warfare chief did not go into specifics regarding what kind of development
work would be necessary to make such a transition, but he did note the move would also
trim costs on the growing costs on the LCS anti-mine package.

However, Pandolfe reiterated that if the Navy opts to go with the ALMDS approach, the
mission package itself would be delivered on time.

“They will be where they need to be when they need to be there,” he said.

# Michael Fabey, “U.S. Navy Identifies New LCS Modules,” Aerospace Daily & Defense Report, January 14, 2011: 3.
* Grace Jean, “Buying Two Littoral Combat Ship Designs Saves the Navy $600 Million, Official Says.”
NationalDefenseMagazine.org, Januvary 12, 2011,
# Carlo Munoz, “Navy Looks To Cut Anti-Mine System From LCS Mission Package.” Defense Daily, January 13,
2011. Material in brackets as in original. A Japuary 12, 2011, press report similarly stated that
A key technology [for the MCM meodule], the remote mine hunting vehicle, a diesel-powered semi-
submersible that will tow the AQS-20 sonar, is behind schedule.
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“Reliability of the system is about 80 percent of where we need to be,” [Rear Admiral Frank C.
Pandolfe, director of the Navy's surface warfare division] said. But he remains confident that the
system will pull through. The rapid airborne mine clearance system, or RAMICS, a cannon
designed to destroy mines floating below the surface in deep water, is not performing well in tests.
Navy officials are looking to adapt the airborne mine neutralization system, which kills mines at the
bottom of the ocean, for the mission, Preliminary testing is showing promise, and if it works, then
the Navy may not need RAMICS, Pandolfe said.

“That would allow us to streamline the program, save money and go to a single kil vehicle,” he
said. When the legacy mine sweeping force starts leaving the fleet in 2017, the Navy will be ready
to introduce the LCS systems, he said.

(Grace Jean, “Buying Two Littoral Combat Ship Designs Saves the Navy $600 Million, Official
Says.” NationalDefenseMagazine.org, January 12, 2011)
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Notes

Unless otherwise indicated, all dollar amounts in this study are in 2010 dollars, and all years
are federal fiscal years (which run from October to September).

Numbers in the text and tables may not add up to totals because of rounding.




91

Chairman Akin, Ranking Member McIntyre, and Members of the Subcommittee, thank you
for the opportunity to testify on the Navy’s plans for its shipbuilding programs and corre-
sponding budget. My submitted statement today reprises the Congressional Budget Office’s
(CBO's) May 2010 study entitled An Analysis of the Navys Fiscal Year 2011 Shipbuilding Plan,
which addresses the most recent long-term plan released by the Navy. The Navy's budget sub-
mission for 2012 (including information on the intentions for 2013 through 2016) makes
only minor changes to the 2011 plan and does not change the basic information included in
CBO’s study or even most of the derails of the analysis.

Until this year, the Navy has been required by law to submit a report to the Congress each
year that projects the service’s shipbuilding requirements, procurement plans, inventories, and
costs over the coming 30 years. Since 2006, CBO has been performing an independent
analysis of the Navy's latest shipbuilding plan at the request of this Subcommittee. After
summarizing the ship requirements and purchases described in the Navy’s 2011 plan, CBO’s
latest study assessed their implications for the Navy’s funding needs and ship inventories
through 2040.

According to its most recent 30-year plan, the Navy envisions buying a total of 276 ships over
30 years at an average annual cost of about $16 billion (in 2010 dollars) for new construction
alone, or roughly $18 billion for total shipbuilding (which includes new-ship construction,
refueling of nuclear-powered aircraft carriers, and other costs related to shipbuilding). By
comparison, CBO’s estimates of the costs of the Navy's plan are about $3 billion a year
higher—an average of $19 billion per year for new construction or $21 billion per year for
total shipbuilding. There is nothing in the Navy’s 2012 budget request that suggests those
numbers will change significanty.
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Summary

t the direction of the Congress, the Department
of the Navy issues annual reports that describe its plans
for ship construction over the coming 30 years. The latest
report—issued in February and covering fiscal years 2011
to 2040—-contains some significant changes in the Navy’s
long-term goals for shipbuilding.' The new plan appears
to increase the required size of the fleet compared with
earlier plans, while reducing the number of ships to be
purchased-—and thus the costs for ship construction—
over the next three decades. Despite those reductions, the
total costs of carrying out the 2011 plan would be much
higher than the funding levels that the Navy has received
in recent years, according to analysis by the Congressional

Budget Office (CBO). Specifically:

B Language in the 2011 shipbuilding plan and in related
briefings by the Navy implies that the service’s require-
ment for battle force ships (aircraft carriers, subma-
rines, surface combatants, amphibious ships, and
some logistics and support ships) now totals 322 or
323—up from 313 in the Navy’s three previous long-
term plans.” The battle force fleet currently numbers
286 ships. (Summary Box 1 describes the major ships
in the Navy’s fleet.)

1. Department of the Navy, Report 10 Congress on Annual Long-Range
Plan for Construction of Naval Vessels for FY 2011 (February 2010),
wew.militarytimes.com/seaticfprajects/ pages/ 201 Lshipbuilding.
pdf.

s current require-
for aircraft carriers. The timing of its pur-

2. The alternative totals result from the Na
ment-—10 or 11 ships
chases to fulfill that requirement would enable the Navy to have 2
force of at least 11 carriers most of the time through 2040, except
in 2013 and 2014, when the number would drop o 10.

The 2011 plan calls for buying a total of 276 ships
over the 2011-2040 period: 198 combat ships and 78
logistics and support ships (see Summary Table 1).
That construction plan is insufficient to achieve a
322- or 323-ship fleet.

In comparison, the previous shipbuilding plan (for
2009) envisioned buying 40 more combat ships and
20 fewer support ships over 30 years.” Under that
plan, the Navy would have purchased 238 combat
ships and 58 logistics and support ships between 2009
and 2038, for a total of 296.*

If the Navy receives the same amount of funding for
ship construction in the next 30 years as it has over the
past three decades—an average of about $135 billion a
year in 2010 doltars—ir will not be able to afford all of
the purchases in the 2011 plan.’

50

The Navy did not release a long-term shipbuilding plan for fiscal
year 2010.

Of the nine Maritime Prepositioning Force (Future), or MPF(F),
ships included in the 2009 plan, CBO caregorized two of them
{aviation ships} as combat ships and the rest as logistics and sup-
port ships. In the 2011 plan, purchases of multiple landing plac-
form ships are included in the category of support ships, whercas
in the 2009 plan, a much larger and more expensive version of
the multipte landing platform ship was included in the MPF(F)
category.

For a broader discussion of historical cost trends in Navy ship-
building, see the statement of Eric |. Labs, Senior Analyst for
Naval Forces and Weapons, Congressional Budget Office, before
the Subcommittee on Seapower and Expeditionary Forces, Housc
Committee on Armed Services, The Long-Term Outlook for the
U8, Navy’ Fleer (January 20, 2010).
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Summary Table 1.

Comparison of the Navy's
Long-Term Shipbuilding Plans for
Fiscal Years 2009 and 2011

2009 Plan 2011 Plan
{2009-2038) {2011-2040)

Number of Ships Purchased

Over 30 Years
Aircraft Carriers 7 6
Ballistic Missite Submarines 12 12
Attack Submarines 53 44
targe Surface Combatants 69 50
Littoral Combat Ships 75 66
Amphibious Ships 20 20
MPF(F) Ships 9 n.a.
Combat Logistics and
Support Ships 51 78
Total 296 276
Costs

(Billions of 2010 dollars)
Total Cost of New-Ship
Construction over 30 Years®
Navy's estimate 718° 476
CBO's estimate 775" 569

Average Annual Cost of
New-Ship Construction”

Navy's estimate 239 15.%

CBO's estimate 25.8 19.0
Average Price per Ship

Navy’s estimate 2.4 1.7

CBO's estimate 2.6 21

Sources: Congressionat Budget Office; Department of the Navy.

Note: MPF(F} = Maritime Prepositioning Force (Future); na. =

not applicable.

a.  New-ship construction costs exclude the costs of refueling

existing nuclear-powered aircraft carriers as well as outfitting

and postdelivery costs (which include the purchase of many

smalier tools and pieces of equipment needed to operate a ship
but not necessarily provided by the manufacturing shipyard as

part of ship construction).

=

corrected data that the service released after publishing the
2009 shipbuilding plan.

shipbuilding plans. However, other activities that are
typically funded from the Navy's budget accounts for
ship construction—such as refueling nuclear-powered
aircraft carriers and outfitting new ships with various
small pieces of equipment after the ships have been
built or delivered—will add about §2 billion to the
Navy's average annual shipbuilding costs under the

2011 plan, in CBO's estimation.

Using its own models and assumptions, CBO esti-
mates that the cost for new-ship construction under
the 2011 plan will average about $19 billion per year,
or a total of $569 billion through 2040, Including
the expense of refucling aircraft carriers as well as out-
fitting and postdelivery costs raises that average to
about $21 billion per year, CBO estimates. (Those fig-
wres are about 25 percent lower than CBO' estimares
of the Navy’s 2009 plan.)

CBO’s estimates of the costs of the 2011 shipbuilding
plan are about 18 percent higher than the Navy's esti-
mates overall, That figure masks considerable varia-
tion over time, hawever: CBO’s estimates are 4
percent higher than the Navy’s for the first 10 years of
the plan, 13 percent higher for the following decade,
and 37 percent higher for the final 10 years of the plan
(see Summary Figure 1). Those differences result
partly from different estimating methods and different
assumptions about the design and capabilities of
future ships. The estimares also diverge because CRBO
accounted for the fact that costs of labor and materials
have traditionally grown much faster in the shipbuild-
ing industry than in the economy as a whole, whereas
the Navy does not appear to have done so. That differ-

ence becomes more pronounccd over time,

These estimates include CBO’s 2009 projections of the costs of
ballistic missile submarines. The Navy’s estimate also reflects

B The Navy estimates that buying the new ships in the
2011 plan will cost an average of abour $16 bitlion per

year, or a total of $476 billion over 30 years (about

33 percent less than its estimate for the 2009 plan).®

Those fgures are solely for construction of new
ships, the only type of costs reported in the Navy's

cent figure by adding its 2009 estimate
ile submarines to the Navy's 2009
estimate of new-ship construction. If the cost of those submarines
was not included in the caleulation, the Navy’

133 pe
of the cost of new ballistic mi

’s estimate for ship
construction under its 2011 plan would be
the cost of new ships under the 2009 plan.

25 percent lower than

Is on the

Generally, CBO estimates the price of future naval

of the relationship between cast and weight of analogous
5. The estimated cost per ship is then adjusted for factors such
as the number of ships of the same type being built at a given ship-

yard, production efficiencies that occur as more ships of the same

class are produced, and the fact that prices of labor and marerials
in the naval shipbuilding industry tend to risc faster than prices in
the econemy as a whole.
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Summary Box 1

The Roles of Ma;or Types of Ships in the Navy's Fleet

k‘Ni‘mitg‘Class :
Aircraft Carrigr:

- Ohio Class Ballistic
- Missile'Submaring

‘Los Angeles Chass
Attack Submarine

Arleigh'Burke Class
Destroyér :

Freedom dass X
Littoral Combat Ship

Wasp Class Amphlblous
Assaun Sh\p

i

‘Austin Ciass Amphibious
s Yransport Dock

g Supply Class Fast Combat
Suppon Ship

tortherkio

Large curhlce comb1t1nt ~whuh mdutk cruisers md d

<face ships, aireraft, and submarines: They dlso perform many day-to-day

The Navys 11 aircraft cartiers are thc heart af the batdc force ﬂcu Each carries an‘air wmg
of about 60 airerafe; which ¢in artack huridreds of rargets per day for up to'a month before
needing to berested. Carriers are by far the largest ships in the fleer, with s weight (dis-
placementy of dbOut 100 000 tonis. Teir of the 11 carrent carriers belong 1o the Ninitz
class. : :

Scm(cgic ballistic missile submarines carry the major part of the U.S: nuclear deterrentiiip

<1024 Trident missiles with four to eightnuiclear warlieads apiece, The Navy has 14 Ohio
‘class ballistic missile submarines i the stategic role and has convérted fotir more o a cons

ventiohal guded missile (Sg(JN) conﬁgumzzon cach of which dxsplace# about 19 000 tons
submerged. Those 8SG Ns ey apto 154 Tomy \hawk mxsslks as welbass pccx
forces.: :

=

Att’\tk subm;\rines are'the: avys premxer varfare-and anti WeApon,:
Sinice the end of the Cold War 4 ‘they: have mainly performed covert: intelligence:

‘gathering missions. Thcy have also been dsed to- Taunch Tomibawk missiles at inland tar= 1

aots i the carly stages of confliers: Thc Navy has'53 et ick sitbrna
s-Angeles class Ac 7,000 t0ns; rhcy are fess than Half the
stbmarines.

nes; 44 of whith bclong
< of ballistic mmsde ;

s ‘oyum—vam the wothc)rses of
theflece. They defend the Navy's aircrafe carriers and amphibious shipsdgainst other surs

: ! t nissions, such as.
hallies Inad-

patrolling sea lanes; providing overseas p e ind conduitiniy exércisesiwit

“dition; they dre capable of striking lmd targiis with {‘omahqwk missiles: Differene rypm af -

surface combamms have dxsplaummts mngmv from 9,000 1o 14.000 ons,

Sall sueface .combatants are composed oFmg\ru and; in the Futii re; Ixtmmj comiﬂt shxps
Trigates roday are used 1o perform: many of the same day-tocday missions as Targe suchace

Crigombarantsil tmral combat ships are intended to counter minies; small boats, and diesel
“elecirié submarines inthe wor)ds umsml reglons: More routinelyy théy w:l! also pnnupnw

in patrolling sea lanes, pro idinig ce; and conductmg exércises thh alfies:
Thesa shxps range | i size from 3,000 t0 4 OOO oS

Ky hc Navy's: wo cla s nfamphxbmus assault shxps (alio known as helicopter camus) e
the second hrgcst hips i the fleer at 40,000 tons; They form the centerpiece of sraphibi- -

oud ready groups and cai each carry about half the troops and equipmient'of x Mariie expe-
ditiotary tni: They alsoscatry asimany as 30 helicoprers and six fiked-wing Harrier fump

3ers‘ ot upto:20 Harriers,

The Navy h.ﬂ four orher classes of am p}nbmus warkire ships, aiid stich slnps are. dwxded
Cintotwo ‘types: amphibious transport docks and dock landmg ships. Two of those sh)ps
: togcther provide the rematning transportcapacity fora Marine expeditionary unit i an

‘amphxbxous ready group: They range tn size fom 16,000:16:25, 0()0 oS

“The miany logistics and support ships i the Navy’s feet provide thc medns to-resupply
< repair; salvage, or tow combat ships; The most prominent of those vessels are fast-combat

support ships, which operate with carricr stiike grovps to tesupply them with fuel, dry:

< caego Guclvas food), and amuunition: These ships can-beas small 25°2,000 tons for un

Gedan-going tog ot as large as: 50,000 toss for 1 fully loaded:fase combit support ship.

X peratiohs B

Source: Congressional Budget Office.

Note: Ship sithouettes are not to scale.
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Summary Figure 1.

Average Annual Cost of New-Ship Construction Under the Navy's 2011 Plan
(Biltions of 2010 dollars)
25
B nNaws Estimate Average Annual
Funding Level,
20 1 cBOsEstimate : S 2005 to 2010
15
10
5
]

2011 to 2020 2021 to 2030 2031 t0 2040

Sources: Congressional Budget Office; Department of the Navy.

Note:  New-ship construction costs exclude the costs of refueling existing nuclear-powered aircraft carriers as well as outfitting and post-
delivery costs (which inctude the purchase of many smaller tools and pieces of equipment needed to operate a ship but not necessarily
provided by the manufacturing shipyard as part of ship construction).




An Analysis of the Navy’s Fiscal Year 2011
Shipbuilding Plan

hn February 2006, the Navy presented a long-term
shipbuilding plan that called for expanding the battle
force fleet from the then-current size of 285 ships to
313 ships by 2020." A few months later, the Congres-
sional Budget Office (CBO) issued a study analyzing that
plan and estimating its potential costs. Since then, the
Navy has released several updates to its 313-ship plan, the
most recent being the plans for 2009 and 2011.% (The
Navy did not provide an update for 2010.) Those two

plans differ sharply with respect to the Navy’s total inven-
tory goalin military parlance, its requirement—for
battle force ships, the number and types of ships the Navy
would purchase over 30 years, and the amount of money
needed to implement the plans.

As it has for each of the Navy’s long-term shipbuilding
plans in recent years, CBO has examined the 2011 plan
in detail and produced estimates of the costs of the pro-
posed ship purchases using its own estimating methods
and assumptions. CBO has also analyzed how those ship
purchases would affect the Navy's inventories of various
types of ships over the next three decades.

Changes in Ship Requirements

Under the 2011 Plan

The report that the Deputy Secretary of Defense submit-
ted to the Congress on February 1, 2010, described the

1. Department of the Navy, Report 10 Congress on Annual Long-Range
Plan for Construction of Naval Vessels for FY 2007 {February 2006).
Baute force ships comprise airceaft carriers, submarines, surface
combatants, amphibious ships, and some logistics and support
ships.

ro

Department of the Navy, Report to Congress on Annual Long-Range
Plan for Construction of Naval Vessels for FY 2009 (February 2008)
and Repore to Congress o Annual Long-Range Plan for Consiruction
of Naval Vessels for FY 2011 (February 2010).

313-ship fleet as the “baseline” for the Navy’s 2011 goals
for ship construction over the next 30 years. However, the
report went on to describe changes to several categories of
ships that would ultimately alter the requirement for bat-
tle force ships:

B The number of atrcraft carriers required to support the
Navy's operations was described as 10 to 11, compared
with 11 in the previous plan (see Table 1).

M Plans for building 19 CG(X) future cruisers were can-
celed, but the requirement for destroyers was raised
from 69 to at least 88.

B The Navy's four guided missile submarines, which are
due to reach the end of their service lives starting in
2026, would not be replaced under the current plan
(which was also the case under earlier plans).

M The requirement for ballistic missile submarines
appears likely to fall from 14 to 12, consistent with the
recommendation in the Department of Defense’s
{DoD’s) recent Nuclear Posture Review.®

B The requirement for amphibious ships was increased
from 31 to 33.

W The sea-basing ships of the Future Maritime Preposi-
tioning Force, or MPE(F)—which were intended to
help the Navy support and supply onshore Marine

operations entirely from the sea—were eliminated

from the plan. However, the Navy intends to buy a

3. Those submarines, which carry Trident ballistic missiles, are the
sea-based leg of the U.S, strategic triad for delivering nuclear
weapons. {The other two legs are land-based intercontinental mis
siles and manned strategic bombers.)
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Table 1.

The Navy’s Evolving Force-Structure
Requirements

Requirements
for a313-Ship  Requirements
Fleetin implied in
the Navy's the Navy's
2009 Plan 2011 Plan
Aircraft Carriers 11 10-11
Submarines
Attack 48 48
Guided missile 4 0
Ballistic missile 14 12
targe Surface Combatants
Cruisers 19 o
Destroyers 69 88 *
Littoral Combat Ships 55 55
Amphibious Ships 31 33
MPF(F) Ships 12 0
Combat Logistics Ships 30 36
Support Ships
Joint high-speed vessels 3 23
Other” v 3¢
Total 313 322-323°

Source: Congressional Budget Office.
Note: MPF(F} = Maritime Prepositioning Farce (Future).

a.  The minimum implied reguirement. If the requirement for
destroyers ended up being higher than 88, the total require~
ment for the fleet could exceed 322 to 323 ships.

&

Includes command ships, logistics ships, salvage ships, ocean
tugs, surveiliance ships, and tenders.

o

Includes three Jogistics ships and three scaled-down versions of
the muitiple landing platform ship to augment existing maritime
prepositioning squadrons.

few other ships to enhance existing maritime preposi-
tioning squadrons,

MW Cureent command ships, which provide command-
and-control capabilities for fleet commanders, will
have their service lives extended but will not be
replaced when they retire in 2029,

® The planned fleet of joint high-speed vessels (JHSVs),
which are intended to transport troops and equipment
quickly within a theater of operations, was expanded
from 3 to 23 ships.’

Those changes—some of which resulted from decisions
made as part of DoD’s recent Quadrennial Defense
Review—would effectively increase the fleet requirement
from 313 ships to 322 or 323 ships.

The 2011 shipbuilding report also stated that the Navy
plans to conduct a new force-structure analysis to offi-
cially determine what the future ship requirement will be,
{The most recent force-structure analysis was conducted
in 2005, and its results led to the 313-ship requirement.)
This CBO study does not evaluate the force-structure
requirements identified by the Navy. Rather, it assesses
the costs of the Navy's shipbuilding plan, its effects on the
force structure, and the extent to which that plan would
satisfy those requirements.

Ship Purchases and Inventories
Under the 2011 Plan

The Navy intends to buy nine ships in 2011 {see

Figure 1) and a total of 50 ships between 2011 and 2015
(the period covered by DoD's current Future Years
Defense Program, or FYDP).? Thereafter, under the 2011
shipbuilding plan, the Navy would buy another 226 ves-
sels through 2040—for a total of 276 ships over 30 years,
ar an average of 9.2 per year. The pace of shipbuilding
would be faster than that in the near term: The Navy
plans to purchase an average of 10.2 ships annually
between 2011 and 2020, with production of littoral com-
bat ships increasing to four per year and production of
joint high-speed vessels rising to two per year.®

If implemented as described above, the 2011 plan would
enable the Navy to reach its eatlier 313-ship goal by
2020. However, the fleet would remain at or above that
number for only seven years. After thar, as older ships
were retired faster than new ones were brought into ser-
vice, the fleet would fall to a low of 288 ships in 2032
before increasing to 301 ships by 2040. Thus, the current
plan would never achicve its implied goal of 322 or

323 ships.”

4. Aforce of 23 JHSVs was implied by the ship purchases in the
2011 plan, and that number was explicitly mentioned in slides
that the Navy used to brief Members of Congr
the Congressional Budget Office, and the Cong;

nd their staffs,

stonal Research

Service.

5. The FYDP is a five- or six-year funding plan that Do) updates
annually.

6. Littoral combat ships are small surface combatants designed to

operate in coastal wate

7. I the expected service life of ships in the fleet is 35 years, the Navy
needs to purchase an average of 9.2 ships per year to maintain a
322- or 323-ship flect. Over the past 18 years,
cquired ships av the rate of 6.4 pe
in a fleet of 224 ships at che end of 35 3 Thus, after 18 years,
the Navy is now 31 ships shore of being able to sustain 2 322- or
323-ship fleer.

however, the Navy

which would resulc
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NALYSIS OF THE

Figure 1.
Annuai Ship Purchases and Inventories Under the Navy's 2011 Plan
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Source: Congressional Budget Office based on data from the Department of the Navy.

Notes: The category of small surface cc includes mine counter ships.

SSBNs = ballistic missile submarines; SSGNs = guided missile submarines,

Alrogether, the Navy would buy 20 fewer ships over particularly the number of combat ships versus logistics
30 years under the 2011 plan than it would have bought and support vessels-—has changed substantially with the
under the previous plan.® In addition to the decline in latest plan.

total purchases, the composition of ship purchase:
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Gombat Ships

The Navy now envisions buying 198 combat ships—air-
craft carriers, submarines, large and small surface combat-
ants, and amphibious ships—between 2011 and 2040,
That total represents a reduction of 40 ships, or 17 per-
cent, from the 2009 plan.” Those purchases would leave
the Navy short of its requirements for attack submarines,
large surface combatants (cruisers and destroyers), and
amphibious ships for parts of the 20112040 period. In
addition, those shortfalls would be greater than under the
2009 plan,

With aiccraft carriers, by contrast, the Navy would meet
ar exceed its new implied requirement of 10 or 11 ships
throughout the 20112040 period. With respect to small
surface combatants, the Navy plans to replace its frigates
and mine countermeasures ships with 55 litroral combat
ships, although it will not reach that number undl 2035

Attack Submarines. Under the 2011 plan, the Navy
would purchase 44 attack submarines through 2040,
which would not be enough to keep that force at or above
the stated requirement of 48 after 2024 (see Figure 2).
The number of artack submarines would reach a Jow of
39 in 2030 and then increase to abourt 45 for the fast five
years of the plan. The reason for the decline is that in
2015, the Navy expects to begin retiring Los Angeles class
attack submarines (SSN-688s)—which were generally
built at rates of three or four per year during the 1970s
and 1980s
would then replace them with Virginia class attack sub-

as they reach the end of their service lives. It

marines (SSN-774s) and their successors at rates of one
or two per year.

In comparison, the Navy’s previous plan would have
bought 9 more artack submarines {a total of 53) over

30 years. At its smallest, the force of attack submarines
under that plan would have numbered 41 between 2028

8. The change in the time frame covered by the two plans-—2009 to
2038 versus 2011 to 2040-—accounts for a difference of only two
ships. The 2009 plan called for buying 15 ships in 2009 and
2010, whereas the 2011 plan includes the purchase of 17 ships in
2039 and 2040.

9. In characrerizing the 2009 plan, CBO dassified the plan’s two
) aviation platforms as combat ships and the rest of the
MPE(E) squadron as support ships.

and 2030. After that, the force would have grown,
exceeding the 48-submarine requirement in 2034 and
beyond.

Large Surface Combatants. The Navy has decided not to
develop the CG{X) future cruiser, which was supposed ro
replace existing cruisers that are due to be retired in the
2020s. Instead, the current shipbuilding plan calls for
buying 50 destroyers, most of them based on the existing
Atleigh Burke class destroyers (DDG-51s). Those pur-
chases would allow the Navy’s inventory of large surface
combatants to meet the implied requitement of at least
88 ships berween 2015 and 2026. After that, however,
the inventory of large surface combatants would fall to 2
low of 67 in 2034 before increasing to the mid-70s by
2040. As with the attack submarine force, the decline in
the number of large surface combatants would occur
because the Navy would begin retiring Ticonderoga class
cruisers (CG-47s) in the early 2020s and DDG-51s in
the late 20205 at a faster pace than their replacements

would be commissioned.

That plan for large surface combatants represents a major
departure from the Navy'’s 2009 plan. Under thar earlier
proposal, the Navy would have purchased 69 cruisers and
destroyers over 30 years, which would have kept the ser-
vice at or above the 88-ship requirement after 2015, In
addition, the Navy has changed some of its assumptions
about the service lives of large surface combatants. The
2009 plan assumed that all Arleigh Burke class destroyers
would have a service life of 40 years, whereas the current
plan assumes that only destroyers commissioned after

2000 will be in service that long.”

Amphibious Ships. The current long-term plan calls for
buying 20 amphibious ships through 2040, which would

10. The Navy buile the Arleigh Burke class destroyers to last 35 years.
However, the average retirement age of the past 13 classes of cruis-
ers and destroyers has been well below that, and many ships
{including, in recent years, Spruance chass destroyers and some

Ticonderoga class cruisers) have been retired after 25 years of ser-

vice or less, See the statement of Eric |, Labs, Senior Analyst for

N md Weapons, Cangressional Budger Office, before

the Subcommittee on Seapower and Expeditic

al Fore

¢ Forces, House

Combatant

Commirtee an Armed Services, The Navys Surfice
Programs (July 31, 2008).
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AL YEAR 2011 SHIPBUILDING PLAN

Inventories Versus Requirements for Selected Categories of Ships
Under the Navy's 2011 Plan
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increase the amphibious force from 31 ships today to the
new requirement of 33 by 2016. The force would stay at
that size or greater through 2031 and then decline to0 29
or 30 ships after 2034.

Under the 2009 plan, the Navy would also have pur-
chased 20 amphibious ships over three decades, but i
assumed that many existing ships would stay in service
longer than 40 years. As a result, the 2009 plan would
have kept the amphibious force at 32 or 33 ships for vir-
tuaily the entire 30-year period from 2009 ro 2038,

One of the changes in plans is the cancellation of nine of
the 12 ships envisioned for the Maritime Prepositioning
Force (Future) squadron. In their place, the Navy now
plans to buy three support ships (in addition to three oth-
ers bought in recent years) to augment existing maritime
prepositioning squadrons {which store cargo at sea for use
by Marine Corps and Navy units in various theaters).
The three new ships are multiple landing platforms,
which are intended to be similar to—but less capable
than—-the ones envisioned for the MPF(F) squadron.

Logistics and Support Ships

The Navy’s 2011 plan envisions buying 78 logistics and
support ships in the next three decades—20 more than in
the 2009 plan, or an increase of about one-third. Those
planned purchases include 19 new oilers (which provide
fuel and other supplies to ships at sea) and 41 joint high~
speed vessels (relatively small, fast ships with a large cargo
area that are designed for intrathearer transport). Accord-
ing to the Navy, the JHSVs are in great demand by
regional combatant commanders. They may also be use-
ful for other missions, such as engagement with friendly
nations (through visits, training, and joint exercises) and
some kinds of maritime security operations. The 2011
plan implies a new requirement for JHSVs of 23, com-
pared with only 3 previously. (Purchases under that plan
would exceed the new requirement because the JHSVs
are expected o have a service life of only 20 years, mean-
ing thart the Navy would need to begin buying replace-
ments in 2030.)

Once the inital JHSVs were built, the Navy would meet
its implied requirements for most types of logistics and
support ships through the end of the 30-year period. The
exception would be for combat logistics ships: T-AKE dry
cargo ships, T-AO oilers, and AOE fast combat support
ships. Those vessels operate with, or directly resupply,

combat ships that are on deployment. The 2011 plan
includes a requirement for 30 combat logistics ships, but
the force would fall below that number after 2022,
declining to as few as 24 ships in 2031 before increasing

1o 28 by 2040,

Under the 2009 plan, by comparison, the Navy

would have purchased 58 support ships over 30 years,
including 15 oilers and only 14 JHSVs (7 initial ships
and 7 replacements). Unlike with the current plan, how-
ever, the Navy would have kept its force of combat logis-
tics ships at or above the required size of 30 continuously
beginning in 2015.

Ship Costs Under the 2011 Plan

In the new shipbuilding report, the Navy states that car-
rying out those planned purchases would cost an average
of $15.9 billion per year through 2040—33 percent less
than the $23.9 billion average under its 2009 plan (see
the top panel of Figure 3)." For estimating purposes, the
Navy divided the time frame of the 2011 plan into three
periods: near term (2011 to 2020}, midewerm (2021 w0
2030), and far term (2031 ro 2040). Using its own cost
assumptions about Navy ships, which are explained in
detail later in this study, CBO estimated the costs of the
2011 plan. Overall, CBO's estimates are about 18 percent
higher than the Navy’s, but the differences are smaller for
the near term and much larger for the far term (see the
bottom panel of Figure 3).

The Navy's Estimates
The 2011 shipbuilding report offers a frank discussion of
the difficulties in estimating the types of capabilities that

ships might need ro have-—and thus their costs—aver the
three estimating petiods. The Navy says that it will need
an average of $14.5 billion per year in the near term to
build new ships and that “given known ship capabilicy
and quantity requirements, the cost estimares are judged
to be accurate in this period” (see Table 2). In the mid-
term period, replacing the Navy's current Ohio class bal-
fistic missile submarines drives up the average cost of new

11, Like most ather dotlar figures in this study, those numbers are in
2010 dollars. The Navy reported the costs of the 2009 plan in
2007 dollars and excluded funding for the n neration of bal-
listic missile submarines. CBO added its 2009 estimate for those
submarines to the Navy’s number and inflated the total 10 2010
dollars.
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Figure 3.

Estimates of Annual Spending for New-Ship Construction Under the
Navy’s 2009 and 2011 Plans

(Billions of 2010 dollars)
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Source: Congressional Budget Office based on data from the Department of the Navy.

Notes: The estimates shown here cover only construction of new ships; they exclude the costs of refueling existing nuclear-powered aircraft
carriers as well as outfitting and postdelivery costs {which include the purchase of many smatfer tools and pieces of equipment needed
to operate a ship but not necessarily provided by the manufacturing shipyard as part of ship construction).

SSBN{X)s = next-generation ballistic missile submarines.

a. Uniike the 2011 plan, the 2009 plan did not include the cost of building new ballistic missile submarines. To make the Navy’s estimates for
the two plans cornparable, CBO added its 2009 estimate of the cost of the SSBN{X)s to the Navy's estimate for the 2009 plan.
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construction to $17.9 billion per year. However, the
Navy says that “the accuracy of the cost estimates dimin-
ishes for the force structure estimates in this tdmeframe.”
In the far term, the Navy’s estimated costs fall to an aver-
age of $15.3 billion, although “the cost estimates are
notional due to the uncertainty of business conditions
affecting the shipbuilding industry.”"

The Navy's 2009 shipbuilding plan excluded the cost of
replacing Ohio class ballistic missile submarines. That
decision was criticized by Members of Congress and out-
side analysts. The current plan includes that cost--an
estimated $86 billion, according to the Navy—which is
one of the biggest differences berween the two plans.
(The Navy's 2007 and 2008 plans included funding 1o
replace those submarines, but the average cost per sub-
marine was about half the Navy’s current estimare.)”?

As in the three previous shipbuilding plans, the Navy's
latest cost estimates exclude other items that the service
would need to fund from its budget accounts for ship

construction:"*

® Refucling of nuclear-powered aircraft carriers, whose

service

reactors are replaced midway through the ships
life; and

® Outfitting and postdelivery costs, which cover various
activities and small items, such as tools and equip-
ment, that a ship needs to become operational but
that are not provided by the manufacturing ship-
yard.” Over the past 15 years, outfitting and post-
delivery costs have equaled about 3.2 percenc of the
Navy’s total budget for new construction and for

refueling of submarines and aircraft carriers.

5

12, The quoted in chis p come from Department
of the Navy, Report to Congress on Anual Long-Range Plan for
Construction of Naval Vessels for FY 2011, pp. 9-10.

13. Sce Congressional Budget Office, “Resource Implications of the
Navy's Fiscal Year 2009 Shipbuilding Plan,” attachment o a letter
to the Honorable Gene Taylor (June 9, 2008), p. 28.

14. The Navy funds shipbuilding through two accounts: Ship Con-
struction, Navy {commonly called the SC

account) and the
National Defense Sealift Fund, which, among other things,
includes funding for procurement of some types of logistics ships.

w

5. Qutfitting costs exclude the costs of fuel, food, and ition.

Including the costs of refueling carriers would increase
the Navy's budget estimate for the 2011 plan to an aver-
age of $17.2 billion a year through 2040, CBO esti-
mates.'® Adding cutfitting and postdelivery costs would
raise that amount to $17.8 billion per year. Those figures
are higher than the average funding that the Navy has
received in the past three decades

about $15 billion per
year for all items in its shipbuilding accounts.

CBO’s Estimates

The full cost of the 2011 shipbuilding plan, in CBO’
estimation, would average $20.9 billion over the 2011
2040 period-—about 18 percent more than the Navy's
estimate of $17.8 billion. CBO’s numbers are only about
4 percent higher than the Navy’s for the first 10 years of
the plan but nearly 37 percent higher for the last 10 years
of the plan. Looking ar the 30-year period as a whole and
adding up the various cost components, CBO estimated
the following:

® Costs for new-ship construction alone would average
$19.0 billion per year, 20 percent greater than the
Navy's figure of $15.9 billion.

B New-ship construction plus refueling of nuclear-
powered atrcraft carriers would cost an average of
$20.3 billion per year.

® Outfitting and postdelivery would add annual costs of
about $600 million (see Figure 4), raising CBO’s esti-
mate to an average of $20.9 billion per year through
2040,

For the near term, CBO’s and the Navy’s cost estimates
are similar because most of the ships that the Navy plans
to buy are already under construction, and their costs
are reasonably well known. Looking farther ahead, CBO
and the Navy made different assumptions about the s
and capabilities of future ships that led to different cost

ze

1

. That number represents the Navy's estimate for new construction
plus CBOY estimate for refueling afreraft carriers. (It also includes
CBOs estimate of the costs to extend the service Jives of existing
air-cushion landing ¢ nown as LCACs——and to buy their
ceplacements; together, thase costs average about $200 million per
year.} In 2010, the Navy transterced funding for refueling nuclear-
powered submarines o a procurement account {Other Procure-
ment, Navy, or OPN} that is not used to purchase ships. Thus,
CBO did not include the refueting costs for submarines in its

r ostimates
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Table 2.
Average Annual Shipbuilding Costs Under the Navy's 2011 Plan, by Decade

Near Term Midterm Far Term Total
(2011-2020) {2021-2030) {2031-2040) (2011-2040)

Navy's Estimates (Billions of 2010 dollars)

New-Ship Construction 14.5 17.9 153 15.9
New-Ship Construction plus Refueling of Nuclear-Powered

Aircraft Carriers® 15.9 19.1 16.6 172
New-Ship Construction, Refueling of Nuclear-Powered

Aircraft Carriers, and Qutfitting and Postdelivery Costs® 16.4 19.7 17.2 17.8

CBO's Estimates (Billions of 2010 doHars)

New-Ship Construction 15.2 20.4 21.4 19.0
New-Ship Constsuction plus Refueling of Nuclear-Powered

Aircraft Carriers 166 216 227 203
New-Ship Construction, Refueling of Nuclear-Powered

Aireraft Carriers, and OQutfitting and Postdelivery Costs 7.1 223 234 20.9
Memorandum:
Additional Costs of Mission Packages for

Littorat Combat Ships 0.3 03 0.2 03

Percentage Difference Between CBQ's and the Nawy's Estimates

New-Ship Construction S 14 40 20
New-Ship Construction plus Refueling of Nuclear-Powered

Aireraft Carriers 4 13 37 18
New-Ship Construction, Refueling of Nuclear-Powered

Aircraft Carriers, and Qutfitting and Postdelivery Costs 4 13 37 18

Source:  Congressional Budget Office based on data from the Department of the Navy,

Notes: Actual costs for the Navy's shipbuilding accounts over the past 30 years averaged $14.8 billion per year for all items. More recently,
between 2005 and 2010, costs for new-ship construction averaged $12.0 billion per year; new-ship construction and nuclear refuelings
averaged $12.5 billion; and new-ship construction, nuclear refuelings, and outfitting and postdelivery averaged $12.9 biltion per year.
Outfitting and postdelivery costs include the purchase of many smatler tools and pieces of equipment needed to operate a ship bul not
necessarily provided by the ing shipyard as part of ship construction.

a. These numbers represent the Navy's estimate for new-ship construction pius CBG's estil for it costs {including an average of
about $0.2 billion per year to extend the service tives of existing air-cushion landing craft, known as LCACs, and buy new ones as well).

estimates. In addition, CBO incorporated the fact that $6.9 billion per year—or about 25 percent—in the full
costs for labor and materials have waditionally grown cost of the current plan stems mainly from three factors:

much faster in the shipbuilding industry than in the
economy as 2 whole, whereas the Navy does not appearto W Changes in the items included in CBOY estimates—For
have accounted for the higher growth rates (see Box 1 on its estimate of the costs of the 2011 plan, CBO

page 12). That difference is much more pronounced in excluded several activities or items that it had included

n o - ” Y ) " - “ e . ~ . Py
the last dé@ade f)fthe plaf}. after 20 or more years of com i its estimate of the previous plan: specifically, mod-
pounded inflation, than in the early years, o L . .

/ ernization of existing cruisers and destroyers, refueling

Changes from the 2009 Plan of nuclear-powered submarines, and mission modules
Despite its cost, the 2011 shipbuilding plan is substan- fof m“"m! combat ships. The Navy pays for those

tially less expensive than the Navy’s previous plan, which things from budget accounts other than the two ship-
would have required average funding of $27.8 billion a building accounts, and CBO excluded them to bring

year (in 2010 dollars), CBO estimates. The reduction of its current estimate more in line with the expected

9
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Figure 4.

CBO’s Estimate of Annual Costs Implied by the Navy’s 2011 Plan

(Billions of 2010 dollars)

New-Ship Construction Costs

30

Actual : Under Navy's Plan

Aircraft Carriers

Amphibious
Ships

2005 2010 2015 2020

Large Surface Combatants

2025 2030 2035 2040

Total Shiphuilding Costs

Actual Under Navy's Plan

25 B Qutfitting and
H Postdelivery Costs
20

Amphibious

15 Ships

10

4]
2005 2010 2015 2020
Source: Congressional Budget Office,

Aircraft Carriers and Carrier Refueling

Support Ships

Large Surface Combatants

2025 2030 2035 2040

Notes: New-ship construction costs exclude the costs of refueling existing nuclear-powered aircraft carriers as well as outfitting and post-
delivery costs (which include the purchase of many smaller tools and pieces of equipment needed to operate a ship but not necessarily
provided by the manufacturing shipyard as part of ship construction). Total shipbuilding costs include those amounts.

SSNs = attack submarines; SSGNs = guided missile submarines; SSBNs = ballistic missile submarines; LCSs = littoral combat ships.

a. Costs for SSGNs refer only to the 2005-2010 period.

contents of the shipbuilding accounts."” Removing
those costs is responsible for about $800 million of the
difference in CBO's estimates of the average annual
costs of the 2009 and 2011 plans.

W Changes in the number and types of ships thar the Navy
plans ro buy—The 2011 plan envisions purchasing

20 fewer ships over 30 years than the 2009 plan did
(276 instead of 296). In addition, compared with the
previous plan, more of the new ships would be sup-
port ships, which cost an average of about $400 mil-
lion apiece, and fewer would be combat ships, which
cost an average of about $3 billion each. Those
changes account for about half of the remaining
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$6 billion difference in the average annual costs of the  they were based on relationships berween the cost and
two plans. weight of past ships. (Specifically, CBO used the cost per
thousand tons of lightship displacement-—the weight of
W Effects on the per-ship cost of various classes—Since the ship itself without its crew, materiel, weapons, or
2009, the Navy has altered a number of its assamp- fuel.) CBO then adjusted its estimates to incorposate the
tions about the size and capabilities of ships in some o effects of “rate” (the reduction in average overhead costs
its key programs. Most notably, the current plan that occurs when a shipyard builds more than one of the
assumes that the submarines intended to replace same type of ship at a time) and “learning” (the efficien-
today’s Virginia class submarines will be abour the cies that shipyards gain as they produce additional unirs
same size as their predecessors, whereas the 2009 plan of a given type of ship). To apply the effects of rate and
assumed that they would be about 50 percent larger. learning to ships for which the Navy has yer to develop
Likewise, the 2011 plan now assumes that the LH(X) even a potional design, CBO had to make assumptions
and LSD(X)—replacements for existing amphibious abour the size and capabilities of future ships.
assault ships and dock landing ships, respectively—
will be smaller than the 2009 plan had assumed. In Aircraft Carrviers
addition, the cancellation of the CG(X) cruiser The 2011 shipbuilding plan slightly reduced the Navy’s
program and the planned procurement of more requirement for aircraft carriers: from 11, which was the
DDG-51 destroyers mean that the Navy will buy standard under the 2009 plan, to a force of 10 to 11. The
smaller, less expensive surface combatants under the Navy intends to buy six CVN-78 Gerald R. Ford class
2011 plan than under the 2009 plan and those ships aircraft carriers over the 20112040 period. Building one
will have more predictable construction costs— carrier every five years (commonly referred to as “five-year
because the manufacturing shipyards have already centers”) would enable the Navy to have a force of at least
built 62 destroyers similar to the new versions of the 11 carriers most of the time through 2040. The excep-
DDG-51. Together, those changes (which are dis- tions would be in 2013 and 2014, when the number of
cussed in more derail fater) and several smaller changes careiers would drop to 10. That temporary decline would
in assumptions account for the other half of the oceur because the ULS.S. Enterprise (CYN-65) is sched-
remaining $6 billion difference in the average yeatly uled to be retired in 2013—after 52 years of service—
costs of the two plans. but the next new carrier, the {188 Gerald R Ford

(CVN-78), would not be commissioned until 2015. Any
delays in building the new CVN-78 class would extend
the period during which the Navy had only 10 carriers.

Outlook for Individual Ship Programs
To estimate the costs of implementing the 2011 plan,
CBO calculated the cost of each of the 276 ships thart the
Navy intends to purchase through 2040. For ships under
construction, the estimates were based in part on data
from the Navy on actual costs; for ships yet to be built,

The Navy’s projected cost of the lead ship of the CVN-78
class grew by 10 percent between the President’s 2008
and 2011 budget requests. The Navy now expects the
lead ship’s cost to be about $11.7 billion (about what
CBO estimated in its analysis of the Navy's 2009 plan).
17. Even sa, CBO's estimate does not correspond exactly to what is Yet further increases appear likely. The CVN-78 is only

inf;lud%‘d in (h.(‘ ceounts; for example, CBO cxc»ludcd the costs about 10 percent complete, and cost growth in ship-

of service craft (such a tugboats, barges, and floating dry dnc'ks) building ams tvpically o e hip is more

as well as other small items that are purchased through the ship- Purlding programs typically occurs when a shig

building accounts. In afl, the excluded items have rc;)rcscrucd less than half finished—particularly in the later stages of con-

than 1 percent of the Navy's shipbuilding budget in the past few struction, when all of a ship’s systems must be installed

years. and integrated.
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Box 1._‘

Inﬂatlon in Shlpbmldmg

CAn‘important frcior 1ffectmv the N'wys ad t‘h‘e X
G onglessronal Budget Oﬁices (CBO's) estimates is
assuniptions about Riture incréases i the cost of
- building naval ships. The Department of Defense
(DoDY has'an overall éstimate of future inflation:

in the costs of its procurement programs. However,
waceording to:the Navy, Dol)’s inlicor is lower dhan
- the actuat inflation that occurred in'the naval shxp

vided GBO with a shipbuilding index that reflecs the
growth in the costs of labor and materials thar the =
“industey has experienced in the past. The se
dcve!oped that index usmg a wexgh(ed compositeiof:
percentage charig he costsof labor and

“data about labor costs inr the past, advance pricing
‘agreementts; vendor surveys; and projections of the
cost of materials from the Bur:au of Labor Stdtistics:

“projected to grow at an average annual rate of 3.3

- goods and services in'the economy, willgrow atan
- -avérage annual rate of 1.4 percent; in CBO s estima-
i ;he difference bntwcen the two rates nmphcs ;
thar annualinfladon will b

< {known as‘an:inflator) that it uses o project increases

building industry in the past decade. The. Navy pro-

materials specific i shipbuilding; based on <h!p) ards’

?rom 2011 ;h&ough‘af Jeast 2017,; the Nayy's ‘mdéx is ‘

thm the historical qvcmge gapof 1 4 pcrcent smce

: 198() (see the fi figure to the ng)ht) !

: The‘Navy incorporated that higher rate of ships

building inflation into its budget request for 2011

“and into the associated Future Years Defense Pro-

gram, Iniprojecting its constant-dollar estimates for -

+the 201 L shipbuilding plan, however, the Navy did

not asstime that the higher inflation rate wouid drive:
thecosteof future shnpbm!dmg programs. imtemd it

~assumied that, in‘constant do!lars, a shxp that cost :

$2.5 billion ro build in 2011 would cost the
build in’ 202() £ 2030, The estimaes in it 2009
plain; by conerast, did faceor in higher sbprmldmg

inflation; which at that time the Navy projected to be

-+ about 3,5 percent per year. Asaresuly many ofithe
Navy's current estimates of unit (per-ship) osts are -

{ower than'its estimates undex the! 20()9 me for the

sanie <h:ps

percent. By comparison; the gross domestic product
{GDP) price index; which measures the prices of final

higher for shpruxldmg programs during that penod E
than for the economy as awhole, which is greater 7

= meme lmphummw of the Navy's Fiscal er 2009 Ship=
busilding: Plan, Tatcachment toaletierio the Honorable Gene, <
“Faylor, Jube 9, 20085; “which conipared slnpbuddmg inflas

tion with inflaton'in DolDs procuremend prograns i gen-

eral Using the GDP price index asthelbasis for compwrason
15 Consii with: CBO analyses in‘gthier ccohonic sectors

d betcer tefleces the cost to the taxpayer of higher inflation

in naval shipbuilding: =

To estimate the cost of the lead ship of the CVN-78 class,
CBO used the actual costs of the previous carrier—the
CVN-77—and then adjusted them for higher costs for
government-furnished equipment and for more than

$3 billion in costs for nonrecurring engineering and
detail design (the plans, drawings, and other one-time
items associated with the first ship of a new class). Asa
result, CBO estimates that the lead CYN-78 will cost
about $12.5 billion once it is completed. Subsequent
ships of the class will not requice as much funding for
one-time items; however, on the basis of higher projected

Continued

inflation in shipbuilding costs, CBO estimates the aver-
age cost of the six carriers in the 2011 plan ar $12.4 bil-
lion, whereas the Navy estimatés their average cost at
$10.6 billion (see Table 3).

There are several reasons to believe that the final cost of
the CYN-78 could be even higher than CBO’s estimate.
First, most lead ships built in the past 20 years have expe-
rienced cost growth of more than 40 percent. (CBO's
estimate for the lead CVN-78 already accounts for some
of that historical cost growth.) Second, Navy officials
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2020

i es‘rimatés,‘ G BO asstumed thata higher inflation

. rate for shipbuilding would continue for the next

B partly] because price growth in the ship=

industry has excesded general inflation for -
most of the past three decades and partly because |
CBO lacked an analytic basis for duummmg g when
-and how the differenice between the two growth rates:.
would 'sappear Speaﬁcally, CBO assumed that:

e sinpbm[dmg iflation would outpace. inflation as
measured by the GDP price index by 1.9 percentage

points between 2011 and 2017 and by 1.5 percentage. -

Cpoints thereafter.” Thus, CBO estimated thataship -
- costing $2. 5bil lion o build:in 2011 wotld cost ©

:$3.6 billion (in°2010 dollars) te build in' 2030, How-

“the ¢conomy as a whole. If that were

" ability to-pay. for them, even in very small numbers.

ever, shipbuilding costs cinniot continue indefinirely -
to grow faster than the costs of goods and services in
ppen; the
the Navy’s

price of ships would eventially outst

have told CBO that there is a 60 percent probability that
the final cost of the CVN-78 will exceed the service’s esti-
mate, compared with a 40 percent probability that the
final cost will be less than that estimate. Third, a number
of critical technologies that are supposed to be incorpo-
rated into the ship, such as a new electromagnetic cata-
pult system for launching aircraft, remain under develop-
ment. Difficulries in completing their development could
arise and increase costs, which would affect the costs for
subsequent ships of the class.

Submarines

Under the 2011 shipbuilding plan, submarines would
overtake surface combatants as the largest source of
demand for the Navy’s resources over the next 30 years
(see Table 4). The Navy currently operates 14 Ohio class
ballistic missile submarines (SSBNGs), four Chio class
guided missile submarines (SSGNs) modified from the
SSBN version, and 53 attack submarines {SSNs) of sev-
eral classes. Over the next three decades, the Navy plans
to buy 12 new SSBNs, starting in 2019; increase produc-
tion of Virginia class attack submarines from one to

13
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Table 3.

Comparison of the Navy’s and CBO’s Estimates for Major New Ships
{Billions of 2010 dollars)

Number of Average Cost per Total Costs per
Ships Ship over the Class over the Memorandum:

Purchased 20112040 Period 2011-2040 Period Navy's Estimate of
Under the Navy's CBO's Navy's CBO's Average Cost per Ship
2011 Plan Esti Esti Estimat Esti Under the 2009 Plan

CVN-78 Gerald R. Ford

Class Aircraft Carriers 6 10.6 12.4° 63 77° 10.6

SSBN(X) Batlistic

Missile Submarines

(Replacements for Ohio class) 12 7.2 8.2 86 99 *

Virginia Class Attack Submarines 25 25 2.5 62 63 29

Improved Virginia Class

Attack Submarines

(Replacements for Virginia class) 19 2.9 33 56 63 6.7

DDG-51 Arleigh Burke Class

Dastroyers .

Flight TTA 8 16 1.8 13 14 na.
Flight TIT 24 2.0 24 48 57 n.a.

CG{X) Cruisers na. n.a. n.a. na. na. 34

DDG(X) Destroyers

(Replacements for

Arleigh Burke class) 18 2.4 40 44 71 18

Littoral Combat Ships 49 06" 0.6° 29 27 0.6

LCS(X)s

{Replacements for

littoral combat ships) 17 0.6 0.7 10 12 0.8

LSD{X) Amphibious Dock

tanding Ships 12°¢ 13 17 15 21 25

LHA-6/LH(X} Amphibious

Assault Ships 7 34 4.2 24 29 45

Sources: Congressional Budget Office; Department of the Navy.
Note: n.a.= notapplicable; * = the Navy’s 2009 plan included purchases but not costs.

a. In CBO's estimates for aircraft carriers, the total costs per class include remaining funds for the CVN-78 as well as advance procurement
funding for the carrier that the Navy plans to buy in 2043, but the average cost per ship excludes that funding.

b.  The Navy's estimate of the average cost of a littorat combat ship is slightly less than $600 million. CBO's estimate of the average cost of
such a ship is $550 million for ships butlt during the 2011-2040 period and $560 million per ship for the entire class.

¢ Alsoincluded under the Navy's plan is the purchase of one LPD-17 amphibious transport dock in 2012,
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Shipbuilding Costs, by Major Category, 1981 to 2040

Historical CBO's Estimate Under the Navy's 2011 Plan
1981~ 1991~ 2001~ 1981~ 2011~ 2021~ 2031- 2011~
1990 2000 2010 2010 2020 2030 2040 2040
Average Annual Costs (Billions of 2010 dollars)
Ajrcraft Carriers 2.8 14 2.7 23 3.7 36 4.2 38
Submarines 7.0 24 38 4.4 6.2 102 6.8 7.7
Surface Combatants 7.6 49 4.0 5.5 51 4.7 9.2 6.3
Amphibious Ships 14 13 18 15 14 2.4 2.1 2.0
Support Ships 2.0 0.6 0.7 11 4.8 13 11 11
Total 20.9 105 12.9 14.8 17.1 223 23.4 209
Percentage of Average Annual Costs
Aircraft Carriers 13 13 21 15 22 16 18 18
Submarines 34 23 30 30 36 46 29 37
Surface Combatants 36 46 31 37 30 21 39 30
Amphibious Ships 7 12 14 10 8 11 9 9
Suppert Ships 10 [ 5 8 5 6 5 5
Total 100 100 160 160 100 100 160 160
Source:  Congressional Budget Office.

Note: The costs shown here cover construction of new ships, refueling of nuclear-powered aircraft carriers, and outfitting and postdelivery
{which include the purchase of many smalier tools and pieces of equipment needed to operate a ship but not necessarily provided by

the manufacturing shipyard as part of ship construction).

two per year, beginning in 2011; and redesign and
improve on the Virginia class, with production of the
new version to start in 2025, The Navy does not plan w
replace its four SSGNs when they retire in the mid- to
late 2020s.

SSBN(X) Future Fleet Ballistic Missile Submarine. The
design, cost, and capabilitics of the SSBN(X), the subma-
rine slated to replace the Ohio class, are among the most

significant uncertainties in the Navy's and CBO's analyses

of future shipbuilding. The Navy’s 2007 and 2008 plans
assumed that the first SSBN(X) would cost $4.5 billien
(in 2010 dollars) and that subsequent ships in the class
would cost abour $3.4 billion apiece.'® The 2009 plan
explicitly excluded the costs of the SSBN(X) class,
although it included 12 of those submarines in its pro-
jected inventories. The 2011 plan, in contrast, includes
the costs of the SSBN(X) class—with an estimate that

18. For more about how the Navy artived at those estimates, see Con-

gressional Budget Office, “Resource Implications of the Navy's
Fiscal Year 2008 Shipbuilding Plan,” attachment o a letter to the
Honorable Gene Taylr (March 23, 2007), pp. 8-9.

highlights the great expense of replacing current ballistic
missile submarines and the effect that effort could have
on other shipbuilding programs.

Specifically, the Navy now estimates that the lead
SSBN(X) will cost about 89 billion and that building

12 of the new submarines will cost $86 billion, or an
average of about $7.2 billion apiece. The Navy’s 2011
reporr states that those estimates are “consistent with the
escalated cost of the OHIO class SSBN.”* However,
escalating (cthat is, inflating) the actual costs of the Ohio
class submarines would produce an average cost of only
about $3.1 billion per submarine in 2010 dollars. Navy
officials subsequendly clarified thar the service’s estimate Is
based on the cost to build Ghio class submarines in
today’s industry conditions and with today’s technology.
Under the 2011 plan, however, the first SSBN(X) would
be authorized in 2019 (although advance procurement
money would be needed starting in 2013 for items with
long lead times). The second submarine would be

19, Department of the Navy, Repors to Congress on Annual Long-Range
Plan for Consirucsion of Naval Vessels for FY 2011, p. 20,

18



113

AN ANALYSIS OF THE NAVY'S FISCAL YEAR 2011 SHIPBUILDING PLAN

purchased in 2022, followed by one per year from 2024
w 2033,

In most of its recent naval analyses, CBO assumed that
the SSBN(X) would be smaller and would carry fewer
weapons than existing ballistic missile submarines—
specifically, that it would have 16 missile tubes instead of
the 24 on today’s SSBNs and would displace around
15,000 tons submerged, compared with 18,750 tons for
an existing Ohio class submarine.”® But in a recent brief-
ing to CBO and the Congressional Research Service, the
Navy stated that an SSBN(X) would probably be about
the same size and have roughly the same displacement as
an Ohio class submarine, even though it might have only
16 or 20 missile tubes. Over time, rechnological advance-
ments tend to add weight to a submarine design (com-
pared with the same submarine produced 30 years ear-
lier). If the Ohio class was being built today with the
same capability to launch ballistic missiles, it would actu-
ally be much larger than 18,750 tons. Thus, a new SSBN
with fewer than 24 missile tubes would probably still be
equivalent in displacement to an Ohio class submarine.
For those reasons, in its analysis, CBO adopted the
Navy’s assumption about the size of the SSBN((X).M

CBO estimates that the lead SSBN(X) will cost about
$13 billion if it is purchased in 2019. Estimating the cost
of that submarine is particularly difficult because it is not
clear how much the Navy will need to spend on non-
recurring engincering and detail design. The Navy spent
about $2 billion on those items—out of a total of more
than $5 billion-—for the lead Virginia class attack sub-
marine, which is about 60 percent smaller than the first
Ohio class submarine. CBO assumed thar the cost of
nonrecurring items would be proportional to the weight
of the new submarine, so it estimated more than $4 bil-
lion for those items. (The Navy appears to have assumed

20. Displacement figures for submarines refer to Condition A dis-
placement, which is roughly to lightship displ
{the weight of the ship itself without its crew, materiel, weapons,

or fuel) for surface ships.

2

. For more information, see Ronald O'Rourke, Navy SSBN(X)
Ballistic Missile Submarine Program: Backgroind and Lisues for
Report for Congress R41129 (Congr
Ser May 3, 2010); and the statement of Eric ]. Labs, Senior
Analyst for Naval Forces and Weapons, Congressional Budget
Office, before the Subcommitee on §

eapower and Expeditionary
Forces, House Committee on Armed Services, The Long-Term
Oseslook for the U.S. Narys Fleet (January 20, 2010).

that nonrecurring items for the lead SSBN(X) would cost
about $2 billion.)

The historical track record for the lead ship of new classes
of submarines in the 1970s and 1980s implies little dif-
ference on a per-ton basis between a lead attack sub-
marine (SSN} and a lead SSBN (see Figure 3). If that pat-
tern continued, the per-ton cost of the SSBN(X) would
be about the same as that of the first Virginia class SSN.

Overall, 12 SSBN(X)s would cost a total of abour

$99 billion in CBO's estimation, or an average of

$8.2 billion each. Another $10 billion to $15 billion
would be needed for research and development, for a
total program cost of more than $110 billien. Those
estimates appear to differ from the Navy's mainly because
the Navy priced the SSBN(X) as though it were being
built today, whereas CBO incorporated the effects that
higher shipbuilding inflation would have on submarines
built 10 to 20 years from now.

Attack Submarines. Under the 2011 plan, the Navy
would buy ewo attack submarines per year beginning in
2011 (up from one per year over the past decade). That
procurement rate would continue in almost every year
through 2022 and then change to one $SN annually in
most years until 2040. With such a procurement sched-

ule, the attack submarine force would remain at or above
the Navy's required size of 48 through 2023 but then fall
10 39 to 46 submarines thereafter.

Senior Navy leaders have stated-—and the 2011 plan
assumes—that Virginia class SSNs would have to cost
$2.5 billion or less for the Navy to be able to afford two

' The President’s 2011 budget indicates a cost of

per year.™
about $2.4 billion. The Navy and CBO both estimate
thar the average cost for all of the Virginia class sub-
marines purchased berween 2011 and 2024 will be about
$2.5 billion. Both of those estimares are lower than the
estimates made under the 2009 shipbuilding plan. CBO
reduced its estimate partly because of the myriad small
cost-cutting strategies that the Navy has successfully
incorporated into the Virginia class program in recent
years.

[
o

ifically, the Navy

that to purchase two Virginia class sub-
wauld have to decline to $2.0 billion
cach in 2005 dollars, which is equivalent to about $2.5 billion in
2010 dollars.

marines a year, their o



Figure 5.
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Cost per Thousand Tons for the Lead Ship of Various Classes of Submarines
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Notes: The years shown here indicate the year in which each lead submarine (the first of each class to be built} was authorized.

Costs are per thousand tons of Condition A displacement (the weight of the submarine itself without its crew, materiel, weapons, or

fuel), which is roughly analogous to lighiship di

for surface ships.

For the improved Virginia class, the first of which would
be built starting in 2025, the Navy abandoned its previ-
ous cost-estimating assumption that this ship and the
SSBN(X) would share a common hull design that would
be about 50 percent larger than that of an existing
Virginia class submarine. In the 2011 plan, the Navy
apparently assumed that the improved Virginia would be
a further evolution of the original Virginia class, which
irself regularly receives technological upgrades to its sys-
tems and capabilities. Similarly, CBO assumed that the
replacement for the Virginia class would incorparate
some significant technological improvements that would,
in essence, define the improved Virginia as a new class
but would not constitute an entirely new design. On the
basis of that assumption, CBO estimated that the average
cost of the improved Virginia would be about $3.3 bil-
fion, or 14 percent more than the Navy’s estimate of

$2.9 billion.

Large Surface Combatants

The Navy has made significant changes to its procure-
ment goals for cruisers and destroyers since the 2009 plan
was issued. The DDG-1000 destroyer program has been
cut to 3 ships from 7 under the 2009 plan and from as

many as 24 under earlier plans, Plans for the CG(X)
future cruiser have been canceled outright. In place of
those programs, the Navy is planning to restart produc-
tion of DDG-51 destroyers, with the first ship funded in
the 2010 budger and eight more planned for 2011 to
2015, Beginning in 2016, new DDG-51s would have an
upgraded design—a configuration known as Flight I1I.
And in 2032, the Navy would start purchasing the
DDG(X), an as-yet-undesigned destroyer intended to
replace the DDG-51 class. Those programs, if imple-
mented as planned, would allow the Navy to meet its
implied requirement for 88 or more large surface combat-
ants through 2027, although the force would fall below
that number thereafter.

DDG-51 Flight HA. The Navy'’s existing DDG-51 destroy-
ers were built in three configurations. The first 28 ships,
designated Flight I or II, did not include a hangar for
embarking helicopters {(which play important roles in
countering enemy submarines, mines, and small-boat
artacks). The next 34 ships were designated Flight [1A,
which included a hangar and thus the ability to carry two

helicopters or several ship-launched unmanned aerial
vehicles.”
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Under the Navy’s 2011 plan, the new DDG-51s pur-
chased through 2015 would use the Flight A config-
uration but also incorporate the latest ballistic missile
defense capabilities.” Those ships would have an average
cost of a little less than $1.8 billion in CBO’s estima-
tion—about $150 million more than the Navy's per-ship
estimate. CBO's higher figure stems partly from the
expectation that restarting a production line that last
received an order in 2005 will cost more than the Navy
anticipates.

DDG-51 Flight T The Navy’s strategy to meet combat-
ant commanders’ demand for the increased capabilities of
ballistic missile defense ships—as well as to replace
Ticonderoga class cruisers when they retire in the
2020s~—is to modify the DDG-51 destroyer substantially,
creating a Flight 1 configuration. That configuration
would incorporate the new Air and Missile Defense
Radar (AMDR), now under development, which is larger
and more powerful than the radars on eadier DDG-51s.
Adding the AMDR would require increasing the amount
of power and cooling available on a Flight 11 ship in
order to operate the radar effectively.”” Those changes,
and associated increases in the ship’s displacement, would
make a DDG-51 Flight I at least $500 million, or
about 30 percent, more expensive than a new Flight 1A,
by CBO's estimate.™

However, there appears to be some question as to whether
the hull of the DDG-51 will be able to accommodate the

23. For a detailed discussion of the differences between the DDG-531
flights, sec Norman Polmar, The Naval Institute Guide to the Ships
and Airevafi of the LS. Flect (Washington, D.C.:
Press, 2005), pp. 147152,

aval Institure

24, 'The Navy has announced that all existing DDG-51s will eventu-
ally be equipped with improved balfistic missile defenses; up to
16 of those upgrades will have been funded by the end of 2010,
For morc about the Navy’s plans for the DDG-51 program, sce
Ronald O'Rourke, Navy DDG-51 and DDG-1000 Destroyer Pro-
grams: Background and Isues for Congress, Report for Congress
RE32109 (Congressional Research Service, April 8, 2010).

2

"3

See Ronald O'Rourke, Navy Acgis Baflistic Missile Defense Pro-
gram: Background and Iswes for Congress, Report for Congress
RL33745 (Congressional Research Service, April 26, 2010).

26. As a point of comparison, the Navy's first Flight TIA ship, the
DDG-79, which incarporated such changes as a helicopter hangar

er displacernent, cost about 20 percent more than the
DIDG-78. The transition from the Flight HA o Flight Ul ships is
expected to involve much more extensive changes than the rransi-
tion from che Flight V11 to Flight HA ships.

changes envisioned for Flight 111 In particular, if the
AMDR proved too large to fit inside the deckhouse (the
main superstructure above the hull) of a DDG-51 with-
out raising the ship’s center of gravity and destabilizing it,
the Navy would need to lengthen the ship, further
increasing its displacement and cost substantially.

Overall, the Navy plans to buy 24 DDG-31 Flight I
ships between 2016 and 2031, If the Navy does not need
to lengthen the DDG-51s hull, those Flight s will cost
an average of $2.4 billion, CBO estimates, compared
with the Navy's estimate of $2.0 billion.

DDG(X) Future Guided Missile Destrover. Like the
Navy’s 2009 shipbuilding plan, the current plan includes
a future class of destroyers—the DDG(X)—intended to
eventually replace the DDG-51s when they retire in the
2030s.”” However, the 2011 plan has pushed back the
start of the DDGX) program from 2022 w0 2032, which
means it would be a successor wo the DDG-51 Flight 11
program. Some Navy officials have suggested that the
DDG(X) could be based on the hull and design of the
DDG-51 class but incorporate technologic
ments approptiate to the late 2020s and early 2030s. The
Navy's cost estimate for the DDG(X) averages $2.4 bil-
lion--20 percent more than for the DIDG-51 Flight
I1t—a figure that would not allow for a new design or
much increase in size,

improve-

CBO, in contrast, assumed that the DDG(X) would have
a largely new design and would be about 10 percent
larger than 2 DDG-51 Flight 111 By 2032, when the fiest
DDG(X) would be authorized under the current plan,
che initial DDG-51 design would be about 50 years old.
The Navy has made, and will continue to make, improve-
ments to the DDG-51 class, as the plans for Flight 11
iHustrate, Nevertheless, CBO considers it unlikely thata
ship design that originated in the late 1970s and early
19805 will prove robust enough to accommeodate changes
designed to counter threats at sea until the 2070s and
2080s (when the DDG(X)s would be reaching the end of
their notional 35-year service life). As an example, the
Navy has limited ability to improve the stealthiness of the
DDG-51 class if it does not redesign the hull—and if it
does, it will, in effece, have designed an entirely new ship.

27. ‘That retirement date is based on CBO’ and the N
tion that all Flight A DDG-315 will be modernized midway
through their service life and will operate for 40 years.

s assump-




Under those assumptions, CBO projects the average cost
of the DDG(X) at $4.0 billion. That figure is about two-
thirds greater than both the Navy'’s current estimare and
CBO’s previous estimate {under the 2009 plan). The
difference between CBO’s estimates of the cost of the
future destroyer under the 2011 and 2009 plans is largely
areributable to two factors. First, because the current plan
would delay the DDG(X) program for 10 years, those
ships would be purchased in a period when the higher
average inflation in naval shipbuilding would have a
greater cumulative effect. Second, under that plan, the
Navy would procure only two DDG(X)s per year, one
cach from two different shipyards, meaning that a ship-
yard’s full annual overhead costs for the destroyer would
not be spread among multiple ships, so there would be no
benefit from a rate effect. {Under the 2009 plan, the
Navy would have purchased DDG(X)s at a rate of three
per year using two shipyards, so each shipyard would
have builr an average of more than ane ship per year,
allowing for a rate effect.)

Littoral Combat Ships

The 2011 plan envisions that the Navy will build a force
of 55 litroral combat ships (LCSs) between 2005 and
2031, Because those ships are assumed to have a service
life of 25 years, the Navy will need ro begin procuring
their replacements in 2032, The LCS differs from past
and present U.S. warships in that its production program
is divided into two components—the sea frame (the ship
itself) and mission packages (the main combat systems).
The sea frame is being built with the ability to switch
mission packages depending on what mission the ship is
intended to carry out ara given time. Currently, the Navy
expects to use three types of mission packages: for coun-
tering mines, submarines, or surface ships. Tt also expects
that the LCS will be able to perform matitime security
aperations while equipped with any of those mission
packages. In all, the service plans 1o buy 64 mission pack-
ages for the 55-ship program.™

The Navy wants the LCS to be a refatively affordable ship
that will be fairly easy o design and build. However, the
program has experienced significant cost growth since its
inception. Originally, each sea frame was expected to cost
abour $270 million in 2010 dollars {or $220 million in

2005 dollars). So far, two LCSs have been built, each by a

28, Department of the Navy, Report to Cangress: Littosal Combar Ship
Mission Packages (May 2009},
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different contractor using a different design. LCS-15
semiplaning steel monohull, cost $570 million to build
(not including $33 million invested by the contracror);
LCS-2, an all-aluminum trimaran (basically, a three-
hulled ship), cost $626 million. With outfitting and post-
delivery costs added in, as well as some nonrecurring
costs to complete the designs (which normally are

not considered part of a ship’s construction cost), the
price tags of those ships rise to about $690 million and
$750 million, respectively.

In 2009, when the Navy was authorized to buy two more
LCSs, it ordered one of each design. After that, however,
it revamped its acquisition strategy in an attempt to
counter the cost growth and tarmoil in the LCS program.
Earlier, the Navy had planned to continue building both
designs and have the two contractors compete to see
which one would produce the larger number of its type of
ship. In the summer and fall of 2009, the Navy changed
course and decided instead to select one design for the
15 LCSs it expects to order between 2010 and 2014, The
contractor whose design is chosen will get to build

10 ships—2 per year—between 2010 and 2014. In 2012,
the Navy will accept bids on 5 more ships of the same
design (1 authorized in 2012 and 2 each in 2013 and
2014) from any other shipbuilder except the one con-
structing the first group of 10 LCSs, The Navy hopes that
strategy will lead to a competitive environment for LCS
purchases in 2015 and beyond, thus lowering costs.

In the 2011 FYDP and shipbuilding plan, the Navy esti-
mated the average cost of the LCS ar about $600 million
per ship. That figure is well above the Congressionally
mandated cost cap for the LCS program ($480 million
per ship, adjusted for inflation).” However, in a briefing
to CBO and the Congressional Research Service, Navy
officials said thar with the new acquisition strategy, they
fully expect the first group of 10 new ships to cost an
average of less than $600 million apiece.

CBO estimates the average per-ship cost of the 49 LCSs
in the plan ar $350 million, not counting outfitting and

29. The National Defense Authorization Act for Fiscal Year 2010
(Public Law 111-84), which set the LCS cost cap to begin in
2011, gave the §
ance with the
of the United St
text of the annual

retary of the Navy authority to waive compli-
considered in “the best interest
if the ship w
val vessel construction plan,” or in certain

s “affordable, within the con-

other circumstances.
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postdelivery costs. That figure is slightly smaller than
CBO's previous estimates.” The reduction is based on
the Navy’s new acquisition strategy and on additional
information about the construction costs of the first two
LCSs. CBO expects that some of the ships in the first
group of 10 LCSs will come in under the Congressional
cost cap (because the cap is adjusted for inflation each
year and excludes outfitting and postdelivery costs).

Besides the change in acquisition strategies that the Navy
announced last year, the 2011 shipbuilding plan substan-
dally slows the planned procurement rate for LCSs.
Under the 2009 plan, the Navy would have bought

55 LCSs by 2019, and all of them would have been in
service by 2023. To achieve that, the Navy would have
purchased the ships at a rate of 6 per year through most
of the current decade. Under the 2011 plan, by conurast,
the Navy would purchase up to 4 LCSs a year berween
2013 and 2015, 3 per year thereafter, and then 1 or 2 per
year starting in 2020. As a result, the service would not
achieve a force of 55 LCSs until 2035—12 years later
than under the 2009 plan.

The Navy would also buy fewer next-generation lirroral
combat ships——called LUS{X)s~—under the 2011 plan
because it would not need to replace the original ships as
quickly as it would have with the faster procurement rate
of the 2009 plan. The Navy's current cost estimate for the
LCS(X) is $600 million, the same as for the LCS, tmply-
ing that the new class would have no improvements over
the old one. CBO assumed, however, that the LCS{X)
would have improvements compared with the LCS and
thus estimated the average cost of the LCS(X) ar abour
$700 million.

Amphibious Ships

In the 2011 shipbuilding report, the Navy implies that
the new requirement for its amphibious force will be

33 ships, up from 31 previously.”’ The proposed force
would consist of 11 LHA or LHD amphibious assault
ships, 11 LPD amphibious transport docks, and 11 LSD

30. CBO estimated, in “Resource Implications of the Navy’
Year 2009 Shipbuilding Plan"and Options for Combining the
Navys and the Coast Guards Small Combatant Programs {July
2009}, chat LCSs would cost an average of $570 million per ship
{or 8550 million in 2009 dolfars). That estimate included some
outfitting and postdelivery costs.

dock landing ships. In pursuit of that force, the 2011
plan calls for buying 3 LHA-6s (in 2011, 2016, and
2021) as well as 4 LH{X)s (in the 2020s and 2030s) to
replace LHD-1 class amphibious assault ships. The plan
also envisions buying 1 more LPD-17 class amphibious
transport dock (in 2012) and 12 LSD(X) dock landing
ships {one every other year between 2017 and 2039) w
replace existing LSD-415 and LSD-49s. With that pro-
curement schedule, however, the toral number of
amphibious ships would be below the implied 33-ship
requirement from 2011 to 2015 and again from 2032
o 2040.

The 2011 plan would also cancel the Navy's proposed
Maritime Prepositioning Force (Future) program.
Instead, the service would acquire some of the capabilities
associated with the MPF(F) and incorporate them into
the three existing maritime prepositioning squadrons.
The resulting formations would be hybrid squadrons:
They would not have all of the capabilities of the MPF(F)
that the Navy and Marine Corps have been calling for
over the past decade, but they would have more flexibility
to selectively unload certain kinds of equipment from the
existing prepositioning squadrons.

The Navy’s cost estimates for amphibious ships have
changed significantly since the 2009 plan. The most
impaorrant underlying reason is that in that plan, the
Navy assumed that the LSD(X) future dock landing ship
would be based on the hull of the LPD-17, which costs
about $1.8 billion today and displaces about 25,000 tons.
[nn the 2011 plan, the Navy assumed that the LSD{X)s
would instead be about the same size as existing LSDs—
that is, have a displacement of about 16,000 tons. Conse-
quently, the Navy's estimate for the LSD(X) fell from
$2.5 billion per ship to $1.3 billion per ship. (The Navy’s
apparent change in its treatment of inflation for the 2011
plan and the assumption that a ship built in the future
would cost the same amount as a ship built today proba-

31, Specifically, the report says that 33 is the minimum number of
amphibious ships needed for the “Assault Echelon in 1 2 Marine
Expeditionary Brigade foreible-entry operation”; see Department
of the Navy, Report to Congress on dAnnual Long-Range Plan for
Constraction of Naval Vessels for FY 2011, p. 15. The increase §
che requivement for amphibious ships was not unexpected: The
Navy's 2009 plan had suggested that the requirement would be

changed 0 33 in the fature,



bly played a role as well; a 32 percent reduction in weight
alone does not explain a 48 percent reduction in cost.)
CBO likewise assumed that the LSD(X) would be smaller
than previously expected, but it estimated the ship’s aver-
age cost at $1.7 billion, 29 percent fess than its estimate
under the 2009 plan.

The Navy has also changed its cost estimares for LHA-G
and LH(X) class amphibious assault ships from $4.5 bil-
tion in the 2009 plan to $3.4 billion now, a decrease of
25 percent. The Navy currently assumes that the LH{X)s
will be the same size as the LHA-Gs, whereas the LH(X)s
envisioned in the 2009 plan were slightly larger. As was
the case with the LSD(X)s, the change in how the Navy
treats shipbuilding inflation probably also had an effect
on costs. However, it seems unlikely that both causes
could account for the full $1.1 billion reduction in per-
ship costs.
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CBOY estimate for amphibious assault ships is higher
than the Navy's: an average of $4.2 billion per ship, about
10 percent less than its estimate under the 2009 plan.
CBO assumed that the LHA-6s and LH{X)s would be
the same size as the first LHA-G, which was authorized in
2007 and is currently under construction. CBO also
assurned that the last LHA-6 and the LH(X)s would
include well decks, necessitating some redesign to the
LHA-6 class and thus additional costs. (Well decks are
large floodable areas in the sterns of most amphibious
ships that allow amphibious vehicles and craft to be
launched directly from the ships.) The cost of that
redesign is included in CBO' estimate for the LHA-6

1o be purchased in 2021. In briefings to CBO, however,
some Marine Corps officials have said they would like to
see a well deck installed in the 2017 ship as well.
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Mr. Chairman, Representative MclIntyre, and distinguished members of the
Subcommittee, thank you for the opportunity to appear before you today to address Navy
shipbuilding. The Department is committed to the effort to build an affordable fleet which
supports the National Defense Strategy, the Maritime Strategy, and the 2010 Quadrennial
Defense Review. The Department’s FY 2012 budget will provide platforms that are capable,
agile, and able to respond to the dynamic nature of current and future threats. The FY 2012
shipbuilding budget funds ten ships, including two VIRGINIA Class fast attack submarines, one
Navy Joint High Speed Vessel (JHSV), one LPD 17 Class amphibious transport dock, one
Mobile Landing Platform (MLP), one DDG 51 Class destroyer, and four Littoral Combat Ships
(LCS). In addition, the Navy will procure an oceanographic ship and the Army has funded one
JHSV which the Navy will procure. Our budget also funds advance procurement for CVN 79,
the second increment of full funding for LHA 7, and advance procurement for the two FY 2013
DDG S1s.

The Navy continues to ensure our shipbuilding plan is atfordable, stable, and increases
capacity and capability as needed to meet the most likely evolving threats. In 2010, six ships
were placed in conmmission; two VIRGINIA Class submarines, three ARLEIGH BURKE
destroyers, and one LCS. In addition, two T-AKEs were delivered.

Today, our Sailors and Marines are conducting combat operations in Afghanistan. In
addition, our aircraft carriers are providing about 30 percent of combat air support for troops on
the ground in Afghanistan, with more sotties being provided by AV-8B Harriers flying from
amphibious assault ships. While the drawdown in Iraq continues, we still have more than 24,000
Sailors and 22,000 Marines ashore or afloat in the Central Command Area of Responsibility.

Because our national interests extend beyond Iraq and Afghanistan, so do our Sailors and
Marines. More than 40 percent of our ships are underway daily, globally present and persistently
engaged. Last year, U.S. naval forces provided deterrence against North Korea, conducted
counter-piracy operations in the Indian Ocean with a coalition of several nations, trained local
forces in maritime security as part of our Global Maritime Partnership initiatives in Africa and
the Pacific, responded with humanitarian assistance and disaster relief to the earthquake in Haiti
and flood in Pakistan, and conducted the world’s largest maritime exercise, our biannual Rim of
the Pacific (RIMPAC) multi-national training exercise. RIMPAC brought together 14 nations
and more than 20,000 military personnel, including 25 of our Navy ships and submarines, a
Coast Guard cutter, and elements of the Il Marine Expeditionary Force. Through RIMPAC and
follow-on exercises, our forward-deployed forces, in partnerships with naval forces from the
Republic of Korea, demonstrated a strong, credible deterrent against continued North Korean
aggression. Off the coast of Aftica, as part of an international coalition of more than 20 other
nations, U.S. naval forces continue to provide deterrence and maritime security in the form of
counter-piracy. Specifically, our Navy-Marine Corps team successfully intervened and freed the
crew of the German merchant vessel M/V Magellan Star after pirates captured the vessel in the
Guif of Aden last September and during that same deployment rescued sixty-two Somali and
Ethiopian persons. We are also continuing to partner with U.S. Coast Guard law enforcement
teams in the Caribbean to conduct counter-narcotics and anti-trafficking operations and deny
traffickers use of the sea for profit and exploitation.

Our USS KEARSARGE (LHD 3) Amphibious Ready Group (ARG), and U.S. Marines
assigned to the 26th Marine Expeditionary Unit (MEU), deployed early to reinforce the
PELELIU ARG/15th MEU in providing humanitarian assistance to Pakistan after a flood placed

1
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almost one-fifth of the nation underwater, devastating the population and the land. Our disaster
relief effort also continued in Haiti with fifteen ships including the USNS COMFORT (T-AH
20), USS CARL VINSON (CVN 70), USS NASSAU (LHA 4) ARG with the 24th MEU, USS
BATAAN (LHD 5) ARG with the 22d MEU, and the maritime prepositioning ship USNS 1ST
LT JACK LUMMUS (T-AK 3011), as part of Operation Unified Response. In Central and
South America, the medical staff and Seabees embarked aboard the multi-purpose amphibious
assault ship USS IWO JIMA (LHD 7), working with partner nations, provided medical, dental,
veterinary, and engineering assistance to Colombia, Costa Rica, Guatemala, Guyana, Haiti,
Nicaragua, Panama, and Suriname during Continuing Promise 2010. During the deployment,
Continuing Promise 10 personnel provided medical, dental, and optometry services to more than
161,000 patients. Operation Pacific Partnership, led by the Commander, Destroyer Squadron 21
aboard the USNS MERCY, provided treatment to 109,754 patients. In addition, they completed
22 engineering projects and treated more than 2,800 veterinary patients in Vietnam, Cambodia,
Indonesia, Palau, Timor-Leste and Papua New Guinea.

Our Sailors and Marines remain on point throughout the world, projecting U.S. influence,
responding to contingencies, and building international relationships that will keep the maritime
commons safe and secure. This is critical to the free flow of commerce, a foundation of our
economic prosperity.

Our ballistic missile submarines are providing nuclear deterrence year-round, while our
Aegis cruisers and destroyers are providing conventional deterrence in the form of ballistic
missile defense of our allies and partners in Europe, the Mediterranean, and the Western Pacific.
Our Carrier Strike Groups and Amphibious Ready Groups continue to prevent conflict and deter
aggression in the Western Pacific, Arabian Gulf and Indian Ocean, while their forward
deployments afford the U.S. the ability to influence events abroad and the opportunity to rapidly
respond to crisis.

Global demand for naval forces remains high and continues to rise because of the ability
of our maritime forces to overcome diplomatic, geographic, and military impediments to access
while bringing the persistence, flexibility and agility to conduct operations at sea. Our FY 2012
budget submission properly balances our naval forces to support this demand and includes five
more ships than our FY 2011 plan, which were achieved through competitive contracting,
reduced overhead and increased efficiencies. We continue to pursue steps to buy smarter,
streamline our organizations and operations, realign manpower, and pursue energy efficiencies.

The Department has conducted a Force Structure Analysis based upon the minimum 313
ship force needed for our Navy-Marine Corps team. The plan is designed to provide the global
reach; persistent presence; and strategic, operational and tactical effects expected of naval forces
within reasonable levels of funding. The plan balances the combatant commanders” demand for
naval forces with expected future resources, and takes into account the importance of
maintaining an adequate national shipbuilding design and industrial base and using realistic cost
estimates for the ships.

The Continuing Resolution drastically affects the Navy's shipbuilding accounts and will
continue to do so until an appropriation bill is enacted. The Navy's plan for FY 2011 included
the procurement of two ARLEIGH BURKE Class guided missile destroyers. The second ship of
the planned procurement is in jeopardy as there was only one ship budgeted in the 2010 cycle.
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Additionally, we planned to start the procurement of two VIRGINIA Class submarines, but a
continuing resolution permits us to procure only one. The lead Mobile Landing Platform would
be delayed since the lead ship is planned for procurement in 2011, and there is significant
increased risk to the GERALD R. FORD (CVN 78) Class aircraft carrier program, development
for the Ohio Replacement Program, and procurement of the amphibious assault ship (LHA 7).

Over the next decade (FY 2012 to FY 2021), the Department of the Navy begins to ramp
up production of ships necessary to support persistent presence, maritime security, irregular
warfare, intra-theater sealift, humanitarian assistance, disaster relief, and partnership building
missions; namely the LCS, JHSV and Fleet Oiler Replacement programs. At the same time, the
Department continues production of large surface combatants and attack submarines, as well as
amphibious landing and support ships. Yearly shipbuilding spending during this period is
projected to average $15.8 billion (FY 20118), which is roughly the 30-year average. The
overall size of the battle force begins a steady climb, reaching 324 ships by FY 2021.

In the second decade (FY 2022 to FY 2031), the recapitalization plan for the current Fleet
Ballistic Missile Submarine (SSBN) inventory is realigned. Current plans call for 12 new OHIO
Class Replacement Submarines (SSBN(X)) with life-of-the-ship nuclear reactor cores to replace
the existing 14 OHIO Class SSBNs. Advance Procurement funds for detail design for the first
SSBN(X) begins in FY 2015, and the first boat in the class must be procured in FY 2019 to
ensure that 12 operational ballistic missile submarines will be available to perform the vital
strategic deterrent mission. Because of the high expected costs for these important national
assets, yearly shipbuilding expenditures during the second decade is projected to average about
$17.5 billion (FY 20118) per year, or about $2 billion more than the steady-state 30-year
average. Even at this elevated funding level, however, the total number of ships built per year
will inevitably fall because of the percentage of the shipbuilding account which must be
allocated for the procurement of the SSBN(X). Recognizing these impacts, we are looking at
various ways to control the cost of these ships, including leveraging technology and lessons
learned from the highly successful VIRGINIA SSN shipbuilding program.

In the last decade (FY 2032 to FY 2041), average shipbuilding expenditures are projected
to fall back to a more sustainable level of about $14.5 billion (FY 2011$) per year. Moreover,
after the production run of OHIO replacement SSBNs comes to an end in FY 2034, the average
number of ships built per year begins to rebound.

Aircraft Carriers

Our aircraft carriers are best known for their unmistakable forward presence, ability to
deter potential adversaries and assure our allies, and capacity to project power at sea and ashore;
however, they are equally capable of providing our other core capabilities of sea control,
maritime security, and humanitarian assistance and disaster response. Our carriers provide our
nation the ability to rapidly and decisively respond globally to crises with a small footprint that
does not tmpose unnecessary political or logistic burdens upon our allies or potential partners.

CVN T8

The GERALD R. FORD is the lead ship of our first new class of aircraft carrier in nearly
forty years. GERALD R. FORD Class carriers will be the premier forward deployed asset for
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crisis response and early decisive striking power in a major combat operation. They incorporate
the latest technology, including an innovative new flight deck designed to provide greater
operational flexibility, reduced manning requirements, and the ability to operate all current and
future naval aircraft. Among the new technologies being integrated is the Electromagnetic
Aircraft Launch System (EMALS) which will support Ford’s increased sortie generation rates.
EMALS is moving from a promising technology to a proven operational capability, which will
deliver the war fighting enhancement needed in the future. Recently, the program successfully
demonstrated a controlled launch sequence with the full-scale EMALS production representative
unit and a successful aircraft launch demonstration. EMALS’ production schedule supports the
planned delivery of CVN 78 in September 2015.

The Submarine Fleet

Our attack and guided missile submarines have a unique capability for stealth and
persistent operation in an access-denied environment and to act as a force multiplier by providing
high-quality Intelligence, Surveillance, and Reconnaissance (ISR) as well as indication and
warning of potential hostile action. In addition, attack submarines are effective in anti-surface
ship warfare and anti-submarine warfare in almost every environment, thus eliminating any safe-
haven that an adversary might pursue with access-denial systems. As such, they represent a
significant conventional deterrent. While our attack submarine fleet provides considerable strike
capacity already, our guided missile submarines provide significantly more strike capacity and a
more robust capability to covertly deploy special operations force (SOF) personnel. Today, the
Navy requires 48 attack submarines and four guided missile submarines (SSGN) to sustain our
capabilities in these areas. The Navy is studying alternatives to sustain the capability that our
SSGNs bring to the battle force when these ships begin to retire in 2026.

VIRGINIA Class SSN

The VIRGINIA Class submarine is a multi-mission submarine that dominates in the
littorals and open oceans. Now in its 14th year of construction, the VIRGINIA program is
demonstrating that this critical undersea capability can be dehivered affordably and on time. The
Navy is mitigating the impending attack submarine force structure gap in the 2020s through three
parallel efforts: reducing the construction span of VIRGINIA Class submarines, extending the
service lives of selected attack submarines, and extending the length of selected attack submarine
deployments.

Ballistic Missile Submarines

Our ballistic missile submarines are the most survivable leg of the Nation’s strategic
arsenal and provide the Nation’s only day-to-day assured nuclear response capability. They
provide survivable nuclear strike capabilities to assure allies, deter potential adversaries, and, if
needed, respond in kind. The number of these submarines was delineated by the Nuclear Posture
Review 2001 which established the requirement of a force comprised of 12 operational SSBNs
(with two additional in overhaul at any time}. Because the OHIO SSBNs will begin retiring in
FY 2027, their recapitalization must start in FY 2019 to ensure operational submarines will be
available to replace these vital assets as they leave operational service. In addition, because of a
life-of-ship reactor plant, the replacement SSBN program inventory will be 12 ships to support
the seaborne leg of the nuclear triad. To maintain an at-sea presence for the long term, the U.S.
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must continue development of the follow-on to the OHIO Class submarine. Throughout the past
year, and throughout the program, all aspects of the OHIO replacement program will be
thoroughly reviewed and aggressively challenged to drive down engineering and construction
costs.

Submarine Modernization

As threats evolve, it is vital to continue to modernize existing submarines with updated
capabilities. The submarine modernization program includes advances in weapons, integrated
combat control systems, sensors, open architecture, and necessary hull, mechanical and electrical
upgrades. These upgrades are necessary to retain credible capabilities for the future conflicts and
current peacetime ISR and Indication and Warning missions and to continue them on the path of
reaching their full service life. Maintaining the stability of the modernization program is critical
to our future Navy capability and capacity.

Surface Combatants

As in the past, cruisers and destroyers will continue to deploy with strike groups to fulfill
their traditional roles. Many will be required to assume additional roles within the complex
ballistic missile defense (BMD) arena. Ships that provide ballistic missile defense will
sometimes be stationed in remote locations, away from strike groups, in a role as theater ballistic
missile defense assets. The changes necessary to meet demands for forward presence, strike
group operations, and ballistic missile defense place additional pressure on the existing inventory
of surface combatants. The current baseline for number of ships in the surface combatant
inventory is 88. While future force structure analyses may require the Navy to procure a greater
number of these ships, we will also have to consider redistributing assets currently being
employed for missions of lesser priority for these new missions as a result of the 2010 QDR and
the President’s commitment to supporting the missile defense of our European allies.

DDG 51

To address the rapid proliferation of ballistic and anti-ship missiles along with deep-water
submarine threats, we have restarted production of the Arleigh Burke Class DDG 51 Flight 1A
series. The Flight ITA ships will incorporate Integrated Air and Missile Defense (IAMD),
providing much-needed BMD capacity to the Fleet. These ships will also be the first flight of
Aegis ships to be built with the Open Architecture (OA) Advanced Capability Build (ACB) 12
Aegis Combat System. ACB 12 will allow these surface combatants to be updated and
maintained with commercial off-the-shelf (COTS) technology, yielding reduced Total
Ownership Cost and enhancing the ability to adapt to future military threats. The approach for
the Flight ITA restart leverages the cost-savings of existing production lines; reduces the potential
for cost overruns and delays through the incremental approach of developing new technologies;
and strengthens and stabilizes the industrial base to more efficiently and cost effectively produce
ships to meet our national needs. This budget request procures one ship in 2012.

We intend to deliver highly capable, multi-mission ships tailored for IAMD by advancing
the DDG 51 design into the next future destroyer, DDG Flight II. This approach will develop
and install the Air and Missile Defense Radar (AMDR) on a DDG 51 hull with the necessary
hull, power, cooling, and combat systems upgrades. Additionally, in support of the Navy’s
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energy goals, a hybrid electric drive system is in development for the DDG 51 class and land-
based testing of this system is expected this summer. Our FY 2012 budget requests funding for a
total of eight DDG 51 ships, including funding for an additional DDG 51 Flight IIA ship in FY
2014 and the first Flight 111 ship in FY 2016. The Navy intends to pursue multiyear authority in
FY 2013.

LCS

The Navy remains committed to procuring 55 LCS. These ships expand the battle space
by complementing our inherent blue water capability and filling warfighting gaps in the littorals
and strategic choke points around the world. LCS design characteristics (speed, agility, shallow
draft, payload capacity, reconfigurable mission spaces, air/water craft capabilities) combined
with its core Command, Control, Communications, Computers and Intelligence, sensors, and

weapons systems, make it an ideal platform for engaging in lrregular Warfare and Maritime
Security Operations.

LCS capabilities address specific and validated capability gaps in Surface Warfare, Mine
Countermeasures, and Anti-Submarine Warfare. The concept of operations and design
specifications for LCS were developed to meet these gaps with focused mission packages that
deploy manned and unmanned vehicles to execute a variety of missions. In 2010, the Navy
deployed USS FREEDOM (LCS 1) with Surface Warfare (SUW) mission package capabilities
(MH-60S helicopter, two 30mm guns, two 11m Rigid Hull Inflatable Boats (RHIBs), Maritime
Security Module, a Surface Warfare (SUW) DET and an Aviation Detachment {AVDET) in
support of counter-illicit trafficking operations). By 2018, eleven Mine Countermeasures
(MCM) mission packages will be delivered, supporting the decommissioning plan for the USS
AVENGER (MCM 1) Class ships. The core capability of the Anti-Submarine Warfare (ASW)
mission package will be provided by a Variable Depth Sonar (VDS) and Navy will begin at-sea
testing in 2012 with a VDS Advanced Design Model (ADM).

Affordability remains the key factor in acquiring the needed future capacity of this highly
flexible and capable ship. To stay on path to deliver this ship in the quantities needed, we
announced this past December that we awarded two competitive contracts for 10 ships of each
version of the LCS under a dual award strategy. Each ship brings unique strengths and
capabilities to the mission and each has been designed in accordance with overarching objectives
for reducing total ownership cost. On balance, they produce essentially equivalent results across
the broad spectrum of missions assigned. Our 2012 budget funds four ships in FY 2012, with a
buy of 19 across the FYDP. We request your continued support as we take the measures
necessary to deliver this much needed capability at the capacity we need to meet future demands.

DDG 1000

The DDG 1000 Zumwalt guided missile destroyer will be an optimally crewed, multi-
mission surface combatant designed to provide long-range, precision naval surface fire support
to Marines conducting littoral maneuver and subsequent operations ashore. The DDG 1000
features two 155mm Advanced Gun Systems capable of engaging targets with the Long Range
Land Attack Projectile at a range of over 63 nautical miles. In addition to providing offensive,
distributed and precision fires in support of Marines, it will provide valuable lessons in advanced
technology such as signature reduction, active and passive self-defense systems, and enhanced
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survivability features. The first DDG 1000 is approximately 40 percent complete and is
scheduled to deliver in FY 2014 with initial operating capability planned in 2016.

Modernization

To counter emerging threats, we continue to make significant investments in cruiser and
destroyer modernization to sustain our combat effectiveness and to achieve the 35 year service
life of our earlier Aegis fleet. Our destroyer and cruiser modernization program includes Hull,
Mechanical, and Electrical (HM&E) upgrades, as well as advances in warfighting capability and
open architecture to reduce total ownership costs and expand mission capability for current and
future combat capabilities.

USS ARLEIGH BURKE (DDG 51) and USS JOHN PAUL JONES (DDG 53) are the
first two DDGs to undergo the HM&E phase of this comprehensive modernization. Due to the
scope of the design changes, we have extended these availabilities by two months to allow for
adequate execution and system testing. The lessons learned from these first two modernization
efforts will be included in subsequent upgrades. The second phase of the modernization will be
conducted two years after the initial yard period and provide DDGs with an improved processing
capability in their SPY-1D radars and an open architecture combat computing environment that
will also be adapted to DDG 113 and following ships. Focusing on Flight I and Il DDG 51 ships
(hulls 51-78), the modernization process will also include the addition of BMD capability,
installation of the Evolved Sea Sparrow Missile (ESSM), an upgraded SQQ-89A(V)15 anti-
submarine warfare system, integration of the SM-6 missile, and improved air dominance with
processing upgrades and Naval Integrated Fire Control-Counter Air capability. In FY 2012,
USS JOHN PAUL JONES (DDG 53) will be the first destroyer to be modernized with ACB 12.

Through December 2010, Navy has completed the modernization of two additional
cruisers, USS MOBILE BAY (CG 53) and USS PHILIPPINE SEA (CG 38). Combat System
upgrades to USS ANTIETAM (CG 54) and USS SAN JACINTO (CG 56) are in progress. Hull,
Mechanical, and Electrical (HM&E) upgrades to USS HUE CITY (CG 66) are also in progress.
The key aspects of the CG modernization program include an upgrade to the Aegis weapons
system to include an open architecture computing environment, installation of the AN/SPQ-9B
radar, addition of the Evolved Sea Sparrow Missile (ESSM), an upgrade to Close In Weapon
System (CIWS) Block 1B, an upgraded SQQ-89A(V)15 anti-submarine warfare system, and
improved air dominance with processing upgrades and Naval Integrated Fire Control-Counter
Air capability. Nine Baseline 4 cruisers will receive the BMD upgrade beginning in FY 2014.

Our budget for FY 2012 requests funding for the modernization of four cruisers (three
Combat Systems and one HM&E) and three destroyers (one Combat System and two HM&E).

Amphibious Ships

Ampbhibious ships are multi-capable, agile, and responsive to the dynamic natare of the
security era. In an era of declining access and strategic uncertainty, the geographic combatant
commanders’ have an increased demand for forward-postured amphibious forces capable of
conducting security cooperation, regional deterrence, and crisis response. For example, their
cumulative FY 2010 request for amphibious forces equates to 3.4 amphibious ready
groups/Marine expeditionary units plus 4 smaller, task-organized amphibious formations like
Global Fleet Stations. These demand signals reflect the operational flexibility and value of
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amphibious forces for missions across the range of military operations. This value is well-
illustrated by the 2010 deployment of the PELELIU ARG/15" MEU, which concurrently
conducted humanitarian assistance and disaster response operations in Pakistan, strike operations
in Afghanistan, and the recovery of the M/V Magellan Star from pirates in the Gulf of Aden.
During the same deployment, they also conducted a wide variety of cooperative activities with
forces from Australia, Indonesia, the Maldives, New Zealand, Sri Lanka, Timor-Leste, Turkey,
and Pakistan, in addition to supporting to the U.S. Secret Service during the Presidential visit to
India. As articulated by the Secretary of the Navy, the Navy's amphibious ships are the fleet’s
most “flexible” asset.

There are two main drivers of the amphibious ship requirement: maintaining the
persistent forward presence, the largest driver, which enables both engagement and crisis
response, and the episodic aggregation of sufficient numbers to deliver the assault echelons of up
to two Marine expeditionary brigades for major operations and campaigns.

The Chief of Naval Operations and Commandant of the Marine Corps have determined
that the force structure requirement is 38 amphibious ships. Understanding this requirement, and
in light of the fiscal constraints, the Department of the Navy will accept risk by sustaining a
minimum of 33 total amphibious ships in the active fleet. The Department will achieve 33
amphibious ships through the maintenance of current assets and the planned procurement of
amphibious vessels.

LSD/LSD(X)

A fully funded LSD mid-life program, to include repairs, will ensure these ships meet
their expected service life. Material readiness in regards to LSD's readiness for tasking will be
enhanced by a fully funded program. LSD(X) will replace 12 of the aging LSD 41/49
WHIDBEY ISLAND/HARPERS FERRY Class vessels and will perform an array of amphibious
missions. Eleven LSD(X) platforms will provide one third of the total amphibious lift necessary
to meet USMC mission requirements. LSD(X) Initial Capabilities Document (ICD) is currently
under review, the Analysis of Alternatives (AOA) will be conducted in FY 2012 with a planned
FY 2017 procurement. Affordability remains the key factor in acquiring the needed future
capacity and operational capabilities of this highly flexible multifaceted ship.

LPD 17

The SAN ANTONIO Class LPD (LPD 17) has a 40-year expected service life and serves
as the replacement for four classes of older ships: the LKA, LST, LSD 36, and the LPD 4.
Lessons learned from the effort to resolve material reliability concerns identified in the early
ships of the class are being applied to ships currently under construction. Quality continues to
improve with each ship delivered as the Navy continues to work closely with the shipbuilder to
address cost, schedule, and performance issues. Five ships have been delivered, and three of
those five have completed their initial deployment. The eleventh and final LPD is planned for
procurement in FY 2012.
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LHD/LHA/LHA Replacement (LHA(R))

The LHA(R) will provide flexible, multi-mission amphibious capabilities that span the
range of military operations from forcible entry to humanitarian and disaster relief. LHA(R)
will replace our TARAWA Class ships that reach the end of their already extended service life
between 2011 and 2015 for the remaining 2 ships of the class. The AMERICA (LHA 6) is now
more than 30 percent complete and is scheduled for delivery in FY 2014. The decommissioning
of USS PELELIU (LHA 5) has been tied to the delivery of the AMERICA in order mitigate any
possible gaps in future deployment cycles. In support of the Navy’s commitment to advancing
our energy security, the hybrid propulsion drive in use on USS MAKIN ISLAND (LHD 8) is
being installed on (LHA 6). Beginning with LHA 8, the Navy will reintegrate the well deck
onto the large deck amphibious assault ships. Our budget for FY 2012 requests funding for
research and development to support reintegration of the well deck into the design of the large
deck amphibious ship and the construction of LHA 8 in FY 2016. Funding has been added to
install a critical self defense capability for LHD 2-6 during the FY 2016 Mid-Life Upgrade
program. The Capstone Ships Self Defense System is essential to ensure ships survivability in
any environment.

Maritime Prepositioning Force

The MPF(F) concept envisioned a forward-deployed squadron of ships to enable rapid
closure to areas of interest, at-sea assembly, and tactical employment of forces to areas of
interest in the event of crisis. Although useful across the range of military operations, this
squadron was primarily designed for use in major combat operations. Due to refocusing of
priorities and cost, this program has been deferred until the 2025 timeframe. The Secretary of
the Navy stated that he was especially interested in enhancements that would give the legacy
MPS squadrons additional capabilities and illuminate capabilities that would guide the
development of MPF(F). Ships previously discussed in the context of the MPF(F) are moved to
the Command and Support section for battle force accounting. As noted in PB11, the
Department has determined the large-deck aviation ships previously designated for the MPF(F)
would better serve the Navy and Marine Corps in the amphibious ship inventory—hence the
LHA(R) class ships described previously.

In support of this enhanced MPSRON concept of employment, three T-AKE auxiliary
dry cargo ships were added to the program to provide persistent logistic support to Marine Corps
units afloat and ashore. Further, the Navy recognizes the need to provide for at-sea transfer of
personnel and equipment from a cargo ship and to provide an interface with Landing Craft Air-
Cushioned (LCAC) vessels, both key capabilities the MPF(F) program was to provide. To fulfill
this capability, the Navy will procure three MLPs. The second MLP is included in the PB12
budget. Operationally, the three current MPSRONS will add an MLP, a T-AKE, and a Large
Medium-Speed Roll-on/Roll-off (LMSR) cargo ship. Future MPF capabilities will increase
capacity attributed to new ship designs along with seabasing enabling capabilities such as at-sea
arrival and assembly, employment, persistent sustainment and reconstitution.

Joint High Speed Vessel (JHSV)

The JHSV provides high-speed support vessels for the Combatant Commanders who
clearly communicated to the Navy their desire for the unique capability to move assets
throughout marginally developed theaters of operation while requiring a less well developed port
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facility. In addition, the JHSV’s relatively shallow draft permits operation in a greater number of
port facilities around the globe. The combination of these attributes permits rapid transport of
medium size payloads over intra-theater distances to austere ports, and load/offload without
reliance on a well developed, heavy port infrastructure. A Memorandum of Agreement with the
Army transferring programmatic oversight and mission responsibility for the entire JHSV
program, including operations and maintenance, to the Navy is in progress. When signed, all
detivered JHSV's would be operated by the Navy's Military Sealift Command and manned by
civilian or contract mariners. There are 2 JHSVs under contract and being constructed for the
Navy. Our budget request for FY 2012 includes funding for construction of the one Navy JHSV.
Army has funded its final JHSV in FY 2012, Army JHSVSs are now being considered as part of
the Navy’s inventory since these ships are being transferred to Navy.

Fleet Oiler Replacement (T-AO(X))

The Navy plans to procure the lead ship for the replacement T-AO fleet oiler in FY 2014
with follow-on production at one ship every year until 2032, Ultimately, this will likely result in
a complete recapitalization of the existing T-AO and T-AOE classes and will include a total of
19 ships procured. Legacy fleet oilers will begin retiring in FY 2017, The new oilers will have a
double-hull design to ensure compliance with the environmental protection requirement for this
type of ship. Four T-AQE fast combat support ships will begin retiring in FY 2032 and their
triple-product support function (fuel/stores/ammo) will be assumed by the follow on T-AO fleet
oilers and current T-AKE dry cargo ships.

Shipbuilding Industrial Base

Beyond balancing requirements and resources, the FY 2012 President’s Budget
submission for shipbuilding also weighs the shipbuilding industrial base, achieving a balanced
and executable shipbuilding program which provides additional capability while striving for
efficiency. Our goal is to build from the current (FY 2011) battle force inventory of 286 ships to
a battle force inventory goal of a minimum of 313 ships. This budget submission includes
increases in large surface combatant capability and capacity both new construction and
modernization to support the President’s directive to meet the growing ballistic missile threat to
the U.S. and its Allies. It also establishes the Navy’s long-term plan for small surface
combatants by awarding competitive contracts for 10 ships of each version of the LCS.

We will continue to closely monitor our shipbuilding industrial base and especially
Northrop Grumman’s planned closure of Avondale shipyard by 2013 and the potential sale or
spinoff of its remaining shipyards. The Navy is currently assessing the impact of Northrop
Grumman’s proposed divestiture to ensure viable, strong shipbuilding yards are available to
compete for future Navy work. Robust competitive opportunities do exist across our industrial
base as evidenced by recent shipbuilding contract awards for MLP, LCS, and JHSV. A stable
shipbuilding industrial base, underpinned by level loading and predictable ship procurement, is
critical to meet the Navy’s requirements for an affordable and capable future force.

10
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Acquisition Workforce

The Department has embarked on a deliberate plan to increase the size of the
Department of Navy’s (DoN) acquisition workforce over the FYDP. The Navy's position is to
continue its current plan as stated in the DoN Acquisition Workforce (AWF) Strategic Plan, to
rebuild the (DON) civilian acquisition workforce. In FY 2010, the DON AWF grew by
approximately 3000 people (DAWDEF — 499, In-sourcing — 759). The remainder of the growth
was in the Warfare Centers (NWCF organizations).

We started last year and aggressively increased our acquisition workforce based upon
bottom-up requirements from our PEOs, Systems Commands, and Warfare Centers. In FY 2010,
we have added approximately 1000 acquisition personnel (122 DAWDF, 325 In-sourcing and
600 other growth) to support shipbuilding programs at Naval Sea Systems Command
(NAVSEA). Approximately 70% of these new acquisition positions were added to our warfare
centers across the country. These warfare centers provide critical engineering, integration
support, testing, and contracting oversight to all of our sea, air, land, space acquisition programs.
These personnetl are critical since they represent a part of the pipeline of future Program
Managers and Senior Systems Engineers.

We have also taken advantage of the Defense Acquisition Workforce Development Fund
(DAWDEF), initiated by Congress, and added nearly 400 acquisition interns this past year. We
are on target to bring aboard an additional 500 this year and next. About 30 percent of our
DAWDF Acquisition Workforce hires are now in shipbuilding organizations. We have also
improved our education and training programs in two critical areas of need: shipbuilding
program management and contracting,

We have used DAWDF funds to pilot a shipbuilding program manager's course that was
successful enough that we are moving it permanently to our Defense Acquisition University
(DAU) program. Other training initiatives include the integration of a "Navy Day" into the
current PMT-401 course that introduces all Program Managers to DoN's S&E infrastructure
(Warfare Centers/Labs/FFRDCs/UARCs) and the development of an Acquisition War Room
focused on shipbuilding programs and acquisition lessons learned. In addition, because of the
difficulty in hiring experienced contracting officers, we have implemented an intense accelerated
contracting training program at NAVSEA to increase the number of qualified contracting
officers as well as increase retention rates among this important group. It will take several years
to rebuild and rebalance the DoN's acquisition workforce, but these measures and continuing
them with this budget is an important step.

The Navy continues to emphasize the significant value added by having a professional
cadre of on-site Supervisor of Shipbuilding (SUPSHIP) personnel co-located with our Nation’s
shipbuilding industrial base in an oversight role. Over the last year, the number of onboard
SUPSHIP staff reached 1100. This marks a continued growth trend of SUPSHIP staffing from
approximately 900 onboard in FY 2007 and marks another successful year of achieving hiring
targets, as SUPSHIPs have done every year from FY 2007 - FY 2011. Leadership will work to
continue to align resource needs and staffing requirements.
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Summary

The Navy’s shipbuilding submission for FY 2012 President’s budget and FY 2012-2016
Future Years Defense Plan supports the requirements addressed in the National Defense
Strategy, the Maritime Strategy, and the 2010 Quadrennial Defense Review. The plan sustains
an 11 CVN force from 2015 through 2045; sustains VIRGINIA Class build rates at two
submarines per year through the FYDP; increases Air and Missile Defense capability with
increased DDG 51 construction and Aegis modernization; increases amphibious lift capability
with the 11th LPD 17; sustains intra-theater lift capability with JHSV procurement; leverages
strong competition in the LCS program to buy additional ships; accelerates procurement of fleet
oilers; and continues OHIO Class Replacement design and development by funding Research
and Development efforts within the FYDP as well as Advance Procurement funds for detail
design in FY 2015. In the near years, this plan relies heavily on your support for our FY 2012
budget request as well as relief from the continuing resolution for FY 2011.

Through the long range plan for naval vessels, the Navy instills affordability, stability,
and capacity into the shipbuilding plan and advances capabilities to meet the most likely
evolving threats. The plan continues DDG 51 construction to leverage a stable design and
mature infrastructure to achieve affordable capabilities. DDG 1000 technologies will provide
long-range, precision naval surface fire support to Marines conducting littoral maneuver and
subsequent operations ashore. LCS will address specific and validated capability gaps in Mine
Countermeasures, Surface Warfare, and Anti-Submarine Warfare, and our selection of both LCS
designs leverages the unique capability delivered by each platform while providing stability to
the shipbuilding infrastructure. Restructuring of our Maritime Prepositioning Force to augment
our current MPS squadron with a T-AKE, MLP, and an existing LMSR will enhance the existing
capabilities of the MPSs. The Navy has also increased the emphasis for meeting and extending
service lives of in-service ships. We are sustaining the CG/DDG Modernization while also
providing critical mid-life overhauls of LSDs. We have deferred command ship replacement and
intend to sustain the current command ships until 2039.

The Department of the Navy has addressed realism in our shipbuilding plan by
incorporating realistic budget projections. The Department has addressed the industrial base in
leveraging stable designs to minimize disruption experience with first of class constructions and
provides stable production rates within the constraints of requirements and budget. Finally, the
Department of the Navy’s plan supports the Secretary of Defense’s guidance to significantly
reduce excess overhead costs and apply the savings to warfighting capability and capacity.
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Assistant Secretary of the Navy
(Research, Development and Acquisition)

7/28/2008 - Present
The Honorable Sean J. Stackle

Sean J. Stackley assumed the duties of assistant secretary of the
Navy (ASN) (Research, Development & Acquisition (RDA)) following
his confirmation by the Senate in July 2008. As the Navy’s acquisition !
executive, Mr, Stackley is responsible for the research, development
and acquisition of Navy and Marine Corps platforms and warfare
systems which includes oversight of more than 100,000 people and an
annual budget in excess of $50 billion.

Prior to his appointment to ASN (RDA), Mr. Stackley served as a
professional staff member of the Senate Armed Services Committee.
During his tenure with the Committee, he was responsible for
overseeing Navy and Marine Corps programs, U.S. Transportation
Command matters and related poficy for the Seapower Subcommittee.
He aiso advised on Navy and Marine Corps operations &
maintenance, science & technology and acquisition policy.

Mr. Stackley began his career as a Navy surface warfare officer,
serving in engineering and combat systems assignments aboard USS
John Young (DD 973). Upon completing his warfare qualifications, he was designated as an engineering
duty officer and served in a series of industrial, fleet, program office and headquarters assignments in ship
design and construction, maintenance, logistics and acquisition policy.

From 2001 to 2005, Mr. Stackley served as the Navy's LPD 17 program manager, with responsibility for all
aspects of procurement for this major ship program. Having served earlier in his career as production officer
for the USS Arleigh Burke (DDG 51) and project Naval architect overseeing structural design for the
Canadian Patrol Frigate, HMCS Halifax (FFH 330), he had the unique experience of having performed a
principal role in the design, construction, test and delivery of three first-of-class warships.

Mr. Stackley was commissioned and graduated with distinction from the United States Naval Academy in
1979, with a Bachelor of Science in Mechanical Engineering. He holds the degrees of Ocean Engineer and
Master of Science, Mechanical Engineering from the Massachusetts institute of Technology. Mr. Stackley
earned certification as professional engineer, Commonwealth of Virginia, in 1994.
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~ United States Navy

~ Biography

Vice Admiral John Terence Blake
Deputy Chief of Naval Operations,

Integration of Capabilities and Resources (N8)

Vice Admiral John Terence Blake was appointed JES
to the United States Naval Academy from the
state of New York, he graduated in 1975. His
sea duty assignments include: USS New (DD
818), USS Sarfield (DD 837), USS Joseph
Strauss (DDG 16), USS John Young (DD 973),
USS Chandler (DDG 996), USS Leahy (CG 16},
and USS Blue Ridge (LCC 19).

Blake commanded the destroyer USS O'Brien
(DD 975), served on the 7th Fleet Staff as
current operations and assistant chief of staff for §
Operations, commanded the guided-missile
cruiser USS Normandy (CG 60) and served as
commander, Carrier Strike Group 11.

His shore duty assignments include: flag lieutenant to commander, Navy
Recruiting Command,; Naval Post Graduate School where he earned a masters
degree in Finance; Navy Staff (N80) head, Sea Control Section and program
manager for the Navy Shipbuilding account; National War College where he
earned a masters degree in National Security; Joint Staff (J8) division chief and
head of the Combat Identification Joint Warfare Capability Assessment Team;
director, Programming Division (N80); director, Operations Division, Office of
Budget in the Office of the Assistant Secretary of the Navy (Financial
Management/Comptroller); director, Operations Division, Fiscal Management
Division in the Office of the Chief of Naval Operations; deputy director for
Resources and Acquisition on the Joint Chiefs of Staff (U8) and deputy assistant
secretary of the Navy for Budget.

Blake is currently assigned as deputy chief of Naval Operations, Integration of
Capabilities and Resources in Washington.

He is authorized to wear the Navy Distinguished Service Medal, Defense Superior
Service Medal with oak leaf cluster, the Legion of Merit with four gold stars, the
Meritorious Service Medal with two gold stars, the Navy and Marine Corps
Commendation Medal with two gold stars and various service and campaign
medals.
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Lieutenant General George J. Flynn
Deputy Commandant, Combat Development and Integration

Lieutenant General Flynn graduated from the United
States Naval Academy in 1975. He holds a Master of Arts
Degree in International Relations from Salve Regina
College, a Master of Arts Degree in National Security and
Strategic Studies from the Naval War College, and a
Master of Science Degree in National Security and
Strategy from the National War College. Heis a
Distinguished Graduate of the College of Naval Comman
and Staff and the National War College.

Lieutenant General Flynn's command assignments include:
Commanding Officer, HQ Battery, 2nd Battalion, 12th
Marines; (1979-1980); Commanding Officer, L Battery,
2nd Battalion, 12th Marines (1980); Commanding Officer,
P Battery, Sth Battalion, 10th Marines (1984-1985); Commanding Officer, 5th Battalion,
10th Marines (1992-1993); Commanding Officer, Officer Candidates School (1999-
2001), Commanding General, Training Command (2002-2004), Commanding General,
Training and Education Command (2006-2007). Commanding General, Marine Corps
Combat Development Command (2008-).

Lieutenant General Flynn's staff assignments include: Forward Observer, Fire Direction
Officer, Battery Executive Officer and S-4 A, 2nd Battalion, 11th Marines (1976-1979);
Officer Selection Officer, Manchester, New Hampshire, (1981-1984), Operations Officer,
5th Battalion, 10th Marines (1985-1986), Plans Officer, Plans Policies and Operations
Department, Headquarters Marine Corps (1987-1989); Junior Aide-de-Camp to the
Commandant of the Marine Corps (1989-1991); Assistant Fire Support Coordinator, 2d
Marine Division (1991-1992); Future Operations Officer, III Marine Expeditionary Force
(1994-1995); Military Assistant to the Executive Secretary to the Secretary of Defense
(1995-1997); Military Fellow, Council on Foreign Relations (1997-1998); Head,
Strategic Initiatives Group, Headquarters Marine Corps (1998-1999); Military Secretary
to the Commandant of the Marine Corps (2001-2002); Deputy Commanding General,
Training and Education Command (2002-2004). Chief of Staff and Director, Command
Support Center, United States Special Operations Command (2004-2006). Deputy
Commanding General Multi-National Corps-Iraq (2008).
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QUESTIONS SUBMITTED BY MR. WITTMAN

Mr. WITTMAN. Are we investing enough in our equipment to sustain our position
as the greatest Naval Force throughout the 21st Century? As you all three of you
know, our Navy and Marine Corps have conducted cyclic combat operations for al-
most 10 years at a pace that we have not seen in the history of our fleet. Ships
and aircraft are constantly deploying and critical life cycle maintenance is being af-
fected due to the high operational tempo. Knowing there is deferred maintenance
and a backlog of lifecycle management for our fleet, how is the past 10 years going
to affect the service life of our ships, submarines, and aircraft? What is the affect
going to be on the service life of an F/A-18 super hornet that is above its planned
airframe and engine flight hours, or the DDG that has deployed so many times to
support overseas contingency operations, that critical hull, mechanical, electrical,
and weapons systems maintenance is neglected and pushed to the right? What do
you believe the long term affect is to our overall material readiness? Furthermore,
do you feel that we are allocating the appropriate amount of money to focus on
maintenance, modernization, and modification?

Secretary STACKLEY. Keeping our ships, submarines and aircraft in satisfactory
material condition is essential both to supporting current operations and ensuring
that we are able to get the projected service life from these valuable national assets.
It has been central to the United States Navy’s mission to perform sufficient levels
of maintenance in each of these areas to ensure our fleet can “answer the bell” when
called upon. Certainly the last decade of high tempo operations have been a chal-
lenge and there have been areas where we were not able to do all of the mainte-
nance we desired. However, even with these challenges, the Navy’s ships, sub-
marines and aircraft have responded to each call with the speed and efficiency de-
sired from the nation’s military forces.

While we desire to do a complete maintenance package on each of our platforms
every time it is brought in for a maintenance availability, there are different levels
of repair and modernization required depending on the platform involved. In the
case of aircraft and submarines, the nature of their operations and the inherent
dangers in their operating environments have lead us to develop a very rigorous
process to identify deficiencies, develop maintenance solutions and perform that
maintenance. The same is true for the nuclear power plants in our aircraft carriers.
Conventionally powered surface ships and non-nuclear equipment on our aircraft
carriers degrade far more gracefully and can be recovered in a later availability. As
a result, we have taken more risk in these areas over the last decade as our oper-
ating schedules and budgets have been stretched to accommodate the tempo of de-
mands placed on these assets.

We are in the process of assessing the actual condition of our ships, submarines
and aircraft today. There is no question that the F/A-18 fleet has been operated
much more demandingly than was anticipated when they were procured. Since serv-
ice life for aircraft is a function of the number of hours flown, there will be an im-
pact on the Navy’s ability to operate these aircraft at some point in the future and
service life extensions may become necessary. On the other hand, the procurement
of aircraft today and in the future may permit the Navy to manage the remaining
service lives of these aircraft and get them to the end of their service life without
taking any extraordinary measures.

Our submarine fleet is already managing its service life margin and we see very
little likelihood that the operations of the last decade will materially impact that
force. Our aircraft carriers are undergoing regularly scheduled maintenance and
their refueling overhauls are providing us with a window to do major overhauls to
ancillary and support equipment to ensure they reach the programmed end of life.

Surface ships will be our most significant challenge but this is not insurmount-
able. Based on lessons learned from the submarine and aircraft carrier maintenance
processes, the Surface Maintenance Engineering Planning Program (SURFMEPP)
activity was established to provide the same engineered approach to surface ship
maintenance. SURFMEPP is in the progress of performing in-depth reviews of sur-
face ship maintenance requirements that have significantly improved the Navy’s un-
derstanding of the surface ship maintenance requirement.

(139)
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In the end, we must balance current Combatant Commander force allocation re-
quirements against sufficient force reserves to surge in response to operation/contin-
gency plans. As the maintenance requirements for the DDG 51 Class and other sur-
face ships are further defined, maintenance and modernization actions will be
planned and executed to maintain readiness levels and ensure the ships reach their
expected service life.

Mr. WITTMAN. Recently it has been announced that the Navy is getting back to
the basics with training and maintenance and that billets that were on shore, will
be transferred back to sea to fill critical positions lost to a failed “optimal manning”
plan. I know that changes to manning and training were reactionary to budget cuts
and desires to move money elsewhere in the force, but I refuse to believe that this
is just an instant revelation by the U.S. Navy. We have known for years that we
were “kicking the can” on maintenance and training while short changing our crews
with this “optimal manning” plan ... as a result the material condition of our ships
has suffered. Why are we just now going to General Quarters over this? How long
is it going to take to get our fleet back on course when it comes to conducting effec-
tive and thorough maintenance and material management (3M) and providing our
Sailors the training needed to succeed?

Secretary STACKLEY. Surface Force readiness suffers from the effects of decisions
made over the better part of two decades. Following troubling INSURV inspection
results in 2008, the Navy commissioned a Surface Force Readiness Fleet Review
Panel. The Panel’s report, delivered in February 2010, provided a comprehensive re-
Vlie\év gf Fleet training, manning, and maintenance practices. Significant findings in-
cluded:

e Surface Ship Class Maintenance Plans (CMPs) had not been consistently and
centrally managed or updated since Planning, Estimating, Repair and Alter-
ations (PERA) Surface was deactivated as part of the 1993 BRAC.

e In 1996, the Surface Force reduced CNO availabilities to nine weeks to maxi-
mize operational availability leaving insufficient time to complete required life
cycle maintenance.

e Optimally manned ships, a program started in 2001 to minimize shipboard
manning, are not sufficiently manned to maintain an acceptable level of ship-
board material readiness, especially in the area of corrosion control.

e The number of military personnel assigned to intermediate maintenance had
been reduced impacting military maintenance training opportunity and organic
capacity.

e The number of third party assessments, inspections and audits had decreased
throughout the Surface Force.

In response to the Panel’s findings, the Navy has initiated the following actions:

o Established the Surface Ship Life Cycle Maintenance Activity in FY10, which
was further expanded into the Surface Maintenance Engineering Planning Pro-
gram (SURFMEPP) activity in FY11, to provide Navy with the same engineered
approach to surface ship maintenance that is successfully employed in the sub-
marine and aircraft carrier maintenance programs by:

O Documenting all required life cycle maintenance in Class specific Technical
Foundation Papers.
> Maintaining CMPs and ship specific long range maintenance schedules (re-
views of DDG 51 and LSD 41 CMPs were completed in support of PB12; CG
and LHD CMPs are scheduled to be completed before PB13; remaining Sur-
face Ship CMPs are scheduled to be completed before PB14).

Creating and maintaining a surface ship corrosion tracking database that de-

tails the condition of surface ship tanks and voids.

O Preparing maintenance availability work packages that accurately reflect the
preservation and corrective maintenance needed.

O Formally monitoring surface ship work deferrals.

e Increased CNO availability durations from nine weeks to fifteen weeks (or
longer) to allow time to accomplish required life cycle maintenance.

e Increased the number of military billets on ships by 1,105 in FY12 to provide
sufficient manning to perform required organizational level maintenance.

o Increased the number of military billets at the Regional Maintenance Centers
by 285 in FY12 to start reversing the loss of organic intermediate-level capacity
and improve military maintenance training.

e Launched pilot programs for Total Ship Readiness Assessment beginning in
FY11 to establish formal, periodic, total ship material assessments to identify
ship material conditions in time for proper prioritization within upcoming main-
tenance periods while training the Fleet to conduct “self-assessments”.

o Initiated corrosion control initiatives including:

-
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O Partnered with the American Bureau of Shipping (ABS) to perform a detailed
surface ships corrosion survey pilot that used commercial technology and
practices during FY10. Extended the pilot to perform surveys on an addi-
tional 16 ships in FY11.

O Formed Corrosion Control Assist Teams designed to provide tools and train-
ing for ship’s force corrosion control starting in FY10.

O Established the Painting Center of Excellence within the Naval Sea Systems
Command with responsibility for reviewing commercially available corrosion
control technology and developing corrosion control technology and processes
focused on Fleet identified needs for longer life coatings and/or reduced in-
stallation costs.

Since FY10 when these corrective actions were first implemented, the number of
Board of Inspections and Survey assessment failures has decreased, and a majority
(12 of 19) of the inspected surface ship equipment areas are either trending upward
or remaining in the green/satisfactory area. Navy is actively monitoring the per-
formance of the above initiatives and the Fleet is trending in the right direction.
Navy expects to have the Fleet back on course in the next two to three years.

Mr. WiTTMAN. We have talked about investing in the crews and the life-cycle
maintenance and management of our fleet. I believe you need a larger budget to
reach your defined goals and set the Navy up for success in the 21st century. How-
ever, I also believe it is time to invest more money in government owned shipyards
and modernize them to meet the workload of the future. Can I please get your
thoughts on this?

Secretary STACKLEY. The Navy is continuing to sustain, restore and modernize
the Naval Shipyard infrastructure within today’s fiscally constrained environment.
Naval Shipyard infrastructure includes both mission and support facilities. The
Navy has focused its investment on the Controlled Industrial Area, which primarily
involves shops, piers, wharfs, and dry-docks. The most critical deficiencies are being
addressed within the current resourcing profile.

U.S. Code Title 10, Section 2476 requires that the Navy invest a minimum of 6%
of the average of the previous three years of intermediate and depot maintenance
revenue into the shipyard recapitalization program. The Navy has provided invest-
ments of nearly 10% in FY08 and FY09 and 15.6% in FY10, and plans to invest
another 10% in FY11 if the funds are appropriated in a FY 11 appropriations act.
FY12 investments will likely be greater than the currently reported 9.6%, based on
just-released energy special project information.

The Navy programmed $168.9M in Sustainment and Restoration and Moderniza-
tion (RM) projects in FY12:

Puget Sound—$6M Dry Dock Certification

Puget Sound—$5.5M Dry Dock Certification

Pearl Harbor—$7.8M Dry Dock Certification

Pear]l Harbor—$37.3M Building Renovation

Pearl Harbor—$3M Dry Dock Repair

Pearl Harbor—$7.7M Dry Dock Repair

Norfolk—$0.8M RM Energy Projects (2)

Portsmouth—$100M RM Energy Projects (4)

The following Military Construction (MILCON) projects are programmed in FY12:

o Norfolk—$74.9M Controlled Industrial Facility
o Puget Sound—$13.3M Integrated Dry Dock Water Treatment Facility

The following equipment projects ($54M) are planned for FY12:



142

R
HOAIANOD DNLLYIOHJIDIY TVDILYIA

SEE'T I8 ASNSd 210¢
0SET WNTLSAS WNNDVA DNINVITO ANVL] N8 ASNSd 10¢
002°C W3ILSAS ONILLND 13rH31YM/I13NIAXO/VINSYTd OND!  dNI R ASNSd Z10¢
8L H1‘HONI Z "43AN3 3did]  JINIB ASNSd ¢10t
0E8 {Te¥g 'L S/S7 'Z9TE0T#IDVIdIY) 'LI0 INVYUD|  JINI R ASNSd z10c
0s¢ WILSAS ONILIND LINYFLYM OND | JINHE '8 ASNSd 71027
016 dOHS INTHDVIN SHIINID ONINYNLOND | 4N B ASNSd [45¢14
SCL INTHOVIA ONILSYTE JAISYEBY 3dVHS| NI B ASNSd Z10¢
0SL W42 000°ZT ‘SIS OVAH]  dIN1 '8 ASNSd 1ot
09T'T WILSAS NOLLVDINOWNOD NODSYD ! dINI 8 ASNSd (4114
91t {10Q) SAS INTFNLYIYL HIIVMILSYM ND0AAYA] NI B ASNSd (45514
000°T NDISIA XITdNOD DNIT3NIIT 889 NSS|  dINI '8 ASNSd <107

&

SS34d HONN 1348NL YINSYTd OND

ove HOAIANOD ONULVIOHJIDIY IWOILUIA ASNd 1oz
509 NILSAS ONTHLIYIE INIYYINGNS ASNd [44014
000°LT JHLYT LAVHS OND ASNd [41014

4Nl 8 ASNH 10¢
0021 ANIHOVIN ONINOH|  dINI B ASNHJ c10¢
00L°C SIALLVILINISSTTIIYIMIT 4N R ASNHJ [41°]4
0sZ°Z NZLSAS WNNDVA ONINVIID NVL| T8 ASNHJ Z10Z
002°¢C SAVMHDIH IVId3LVIN TAA]  JINT8 ASNHJ 7102

NOISNVdX3 SST13HIM ASNN C10¢C

NILSAS SNOLLYOINNININGD NODSYD ASNN 102
JND HILNID DONINITHOVIA TIVOILYIA ASNN [41°14
SHIAYIS XINN IDVTdIY vSA/SD ASNN c10¢
ANVHD MD00 NOL-09 gTiNg3d ASNN Z10¢
SYIAYIS SMOANIM 3DVTdIY vSA/SD ASNN [4 1014
JUEBL MY UOJIBD 000L ASNN 2107

HOLIMS XHOMIIN INOHJI13L ‘€8Ed ASNN Z10¢
ASNN ZT0¢

HOAIANOD ONLLVYIOUCIDIY TWIILYIA

Ad




143

Mr. WITTMAN. We currently have 29 amphibious ships. You have stated the Com-
mandant and the CNO have determined a force structure requirement of 38 and the
Dept of the Navy is willing to accept the risk of a minimum of 33. My concern is
that the mission load and need for our amphibious fleet is not going away. I love
that we are investing heavily in BMD and our surface combatants, but I fear we
are not taking seriously the demand of what Gen Amos calls, the “Ford 150s of the
fleet”. Humanitarian assistance and disaster relief are not going away, and we are
staring down a path that will see a MEU back in the Mediterranean for the foresee-
able future. For the past 10 years 6th Fleet has been relatively quiet, I fear those
days are over. There is a legitimate possibility that we will have a MEU supporting
6th Fleet, AND a MEU supporting 5th Fleet. Our ability to project power from the
sea and put Marines on the beach is not going away, so in my mind, meeting the
minimum number of amphibious ships is not the answer. We have invested in the
Arleigh Burke, Virginia Class, and LCS class of ships ... the expensive, hi-speed,
technologically advance ships, but I think it is time to divert more time and atten-
tion to our amphibious fleet. Can I please get your thoughts on this?

Secretary STACKLEY. The 33 Amphibious ships programmatic goal has been tested
against DoD planning scenarios capturing the demands of the most stressful com-
bination of wartime and peace time missions expected under our current strategy.
The 33 ship amphibious goal meets the requirements of two nearly simultaneous re-
gional conflicts.

The QDR and force structure assessments performed by the Navy show that by
prioritizing competing demands, the 33 ship amphibious programmatic goal can gen-
erate operationally available ships to meet the world-wide rotational demand or
surge demand with acceptable risk. This force will support individual war plans or
provide two to three continuously deployed Amphibious Readiness Group (ARGs)
with embarked Marine Expeditionary Units (MEUs) to respond rapidly around the
world, and two additional ARG/MEUs ready to surge when needed.

The Navy and Marine Corps are continuously evaluating amphibious lift capabili-
ties to meet current and projected requirements. The enduring challenge is to pro-
vide sufficient capacity in the Assault Echelon to lift the MEB’s ground equipment
and to accommodate the capacity of an Aviation Combat Element with MV-22 and
JSF. CNO and CMC have determined that the force structure required to support
a 2.0 MEB AE lift is 38 total amphibious assault ships. The 38 ship requirement
was communicated to the four chairmen of the Appropriations and Armed Services
committees by SECNAV/CNO/CMC letter dated 7 Jan 2009. Given fiscal con-
straints, DoN will sustain a minimum of 33 total amphibious ships. The long range
shipbuilding plan meets the 33 ship force level by FY 2017.

Mr. WITTMAN. Do you feel that that approximately $15.8 billion per year in FY11
dollars for the next 10 years is enough to sustain a 30 year shipbuilding plan with
a goal of maintaining 313 battle force ships? We have an aging Oliver Hazard Perry
Class that accounts for 29 Frigates and over 40 LA Class submarines that are past
their halfway point of planned commissioned service (6 are currently at, or over 30
years of service). Most, with the exception of some of the LA Class, will decommis-
sion 10 years from now. Is the plan for 313 battle force ships a realistic number
and do we have the ability to reach this number when taking in to account the
planned budget to reach that goal?

Admiral BLAKE. Yes. The requirement of 313 ships remains the floor. The funding
in place supports the Navy plan of reaching that level within the next 10 years.

The Fiscal Year (FY) 2011 Shipbuilding Plan included funding for the ballistic
missile submarine recapitalization from within its anticipated Total Obligation Au-
thority. During the years in which the new submarine is being procured, the pro-
curement of other ship types will be reduced resulting in force level and industrial
base impacts. This plan will achieve a peak battle force inventory of 325 ships in
FY 2022, after which the force level drops as legacy cruisers, destroyers, submarines
and amphibious ships retire, averaging about 308 ships between FY 2022 and FY
2041. While the threats, demands, and mission requirements for the far-term plan-
ning period (FY 2032 to FY 2041) are not well understood, the Navy will continue
to consider mitigation strategies for these anticipated shortfalls in future plans.

The Navy must strike a balance between investing in new, more capable ships
for meeting current and future requirements and maintaining ships to their ex-
pected service life. The Navy has made a conscious decision to deactivate older, less
capable ships that have become increasingly expensive to maintain and operate in
order to support those investments in our future Fleet.

In the near—term, delay of the FY 2011 budget has directly impacted mainte-
nance, modernization and new construction of ships, which produce greater delays
in reaching the 313 ship battle force floor.
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Mr. WITTMAN. Can you please talk about the two year probationary period that
has been placed on the F-35B and how that is going to affect the Marine Corps
Strike Fighter shortfall? If the F-35B struggles through test and evaluation, is
there a backup plan to mitigate the risk of the F—35B being delayed in delivery to
the USMC (will the USMC SLEP the AV-8 Harrier to sustain a STOVL capability
or possibly invest in the F/A-18 E/F Super Hornet?) How would any further delay
in this program impact the USMC amphibious lift requirements and future plan-
ning and design for large deck amphibious ships?

General FLYNN. The F-35B STOVL Joint Strike Fighter remains the tactical air-
craft we need to support our Marine Air Ground Task Forces. Our requirement for
expeditionary tactical aircraft has been demonstrated repeatedly since the inception
of Marine aviation and as currently being demonstrated in Libya today.

Slowing down the production rate of the F-35B to allow for responsible fixes to
be designed and incorporated was prudent in light of the progress the Joint Strike
Fighter program has made to date. The slower rate of production slows down our
rate of transition. Currently we are successfully managing our strike-fighter aircraft
inventory to meet our operational commitments. We are confident we will be able
to continue to manage our legacy aircraft appropriately with a variety of service life
management initiatives until the F-35B is fielded.

On 14 March the Secretary of the Navy, Chief of Naval Operations, and the Com-
mandant of the Marine Corps signed an agreement to redistribute the F-35C pro-
curement within the FYDP to take the most efficient path available to optimize the
department’s Carrier Strike capability. The earlier than anticipated procurement of
the F-35C allows the Marine Corps to simultaneously meet its enduring commit-
ment to carrier Tactical Aircraft Integration and continue our measured transition
to a 5th generation expeditionary capability while partially offsetting the delay in
F-35B procurement.

A Service Life Extension Program (SLEP) similar to the F/A-18 requirement will
not be required for the AV-8B due to the unique design and composition of compo-
nents that normally exhibit fatigue over the service life of an aircraft. The F/A-18E/
F though a perfect near term fit for the Carrier Strike mission set it is a less than
optimum match for the expeditionary nature of Marine Corps operations. Essen-
tially the F/A-18E/F is about two-thirds the capability and service life of an F-35
at three-fourths of the cost. Future threat and operational environments requires a
5th generation strike-fighter with the strategic longevity to avoid substantial F/A—
18E/F SLEP costs for an increase from 6000 to 9000 hours and the extensive techno-
logical upgrades required for survivability.

The potential for further delays do not effect amphibious lift requirements or de-
signs of large deck amphibious ships, simply because conventional carrier aircraft
are not compatible due to requirements for arresting gear and catapults that cannot
be incorporated on lighter amphibious ships without incurring a major expedi-
tionary operational capability shortfall by limiting amphibious troop and equipment
lift to accommodate the additional ship infrastructure required for carrier oper-
ations.

Mr. WITTMAN. Has significant testing been done with regard to the F—-35B STOVL
taking off and landing from the deck of an amphibious ship? If not, when do you
predict that testing will take place? Do we know if the thrust and heat produced
from the engine of the F-35B will have a negative effect on the steel flight deck
and I-beam support of the deck...meaning will the deck buckle or become unstable
over time?

General FLYNN. The F-35B test program has made substantial progress during
CY 2011 to date and is on track for the first Developmental Test Ship Trials sched-
uled in October through November 2011. The environmental effects of the engine
will be fully assessed during this period. After 3 years of focused analysis and pre-
liminary tests in preparation for this event indicate no significant damage or deg-
radation is expected. The USS Wasp has been dedicated for this test and instru-
mented to assess the flight deck, substructure, and ancillary deck systems. The Ma-
rine Corps along with NAVSEA, NAVAIR, and the Joint Program Office has collabo-
rated extensively to ensure F-35B L Class operations are tested fully and represent-
ative of normal operations.

QUESTIONS SUBMITTED BY MR. COFFMAN

Mr. CorFrMAN. We often speak about the strategic necessity of maintaining am-
phibious force projection capabilities. To provide clear guidance on strategic require-
ments, Congress mandates the number of operational aircraft carriers and sub-
marines that the Navy is required to maintain. What are your thoughts on Congress
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also mandating the number of operational amphibious ships the Navy is required
to maintain?

Secretary STACKLEY. I do not believe mandating the number of operational am-
phibious ships the Navy is required to maintain is necessary or desirable as it would
affect the flexibility and force structure decision-making going forward that the
Navy and Marine Corps share in providing a capable, adaptable, amphibious force.
The Navy and Marine Corps continuously evaluate amphibious lift capabilities to
meet current and projected requirements. Specifically:

In the January 2009 Report to Congress on Naval Amphibious Force Structure,
the Chief of Naval Operations and the Commandant of the Marine Corps reaffirmed
that 38 amphibious ships are required to lift the Assault Echelon (AE) of 2.0 Marine
Expeditionary Brigades (MEBs). They agreed to sustain, resources permitting, an
amphibious force of about 33 total amphibious ships in the AE, evenly balanced at
11 aviation-capable ships, 11 LPD 17 Class ships, and 11 LSD 41 Class ships. The
33 ship force accepts risk in the arrival of combat support and combat service sup-
port elements of the MEB but has been judged to be adequate in meeting the needs
of all parties within the limits of today’s fiscal realities.

The recently completed Report of the 2010 Marine Corps Force Structure Review
of March 14, 2011 concluded that: “The dual demands of sustained forward presence
and sufficient lift for the assault echelons of two Marine Expeditionary Brigades
(MEB) result in a requirement of 38 amphibious ships. Given fiscal constraints,
however, the Navy and Marine Corps have agreed to accept the risk with 33 ships,
increasing the imperative to design a lean and effective force structure. We will also
explore options for employing Marines from a wider variety of Navy ships, seeking
innovative naval solutions to GCC requirements.”

In addition to the Department of the Navy’s internal reviews, the Quadrennial
Defense Review Report of February 2010 determined that the main elements of the
Navy force structure should include 29—31 amphibious warfare ships for the dura-
tion of the Future Years Defense Plan (FYDP) (FY 2011—FY 2015).

Mr. CorrFMAN. We often speak about our shipbuilding plan building towards a
minimum of 313 battle force ships. I am concerned about certain assumptions being
made about the long-term affordability of the shipbuilding plan. The FY 2012-2016
plan seems affordable and sustainable, but the production of the relatively inexpen-
sive Littoral Combat Ships and Joint High Speed Vessels is overrepresented during
this period, relative to the long-term force structure goals. How will you address cost
growth in the near future when we are producing less Littoral Combat Ships and
more next-generation Ballistic Missile Submarines (SSBN-X)? Additionally, there is
reporting based on early Navy testing that the LCS program is plagued by sever
survivability problems. What is the extent of this problem and how much will it in-
crease the unit cost of each variant of LCS?

Secretary STACKLEY. We continue to look for affordability and efficiency opportu-
nities as we go forward with the shipbuilding plan, such as revising the acquisition
strategy for the Littoral Combat Ship (LCS) to maximize the advantage of the com-
petitive pricing. Additionally, prior to Milestone A approval for the OHIO Replace-
ment submarine, numerous capability trades were evaluated to reduce costs. As a
result, the Navy made trades in the number of ballistic missile tubes, the diameter
of those tubes, the number of torpedoes to be carried, acoustic sensors, and other
defensive features throughout the design. These trades made the submarine more
affordable while maintaining the necessary level of capability, resulting in a reduc-
tion of the projected cost from $7 billion to a current estimate of $5.6 billion for fol-
low on hulls 2 through 12 (FY 2010$). However, we need to go further in our efforts
to drive cost out of this critical program, and so we have established a “Design for
Affordability” program to facilitate continued focus on cost through the design
phase. We have established a target price of $4.9 billion for follow on hulls, to be
achieved through this effort.

Both USS FREEDOM (LCS 1) and USS INDEPENDENCE (LCS 2) meet the LCS
survivability requirements outlined in the Capability Development Document (CDD)
that are consistent with the LCS operational concept. Navy is working with the
operational test community to ensure the LCS CDD requirements are fully evalu-
ated and validated in an operationally realistic environment. Navy does not antici-
pate increased unit costs to address survivability as both variants meet the stated
requirement.

QUESTIONS SUBMITTED BY MR. SMITH

Mr. SmiTH. What is the Navy’s position with respect to the value of the mission
performed by tug boats? Has the Navy developed a long-term plan for the use of
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tug boats in the execution of the overall mission of the Navy? If so, what is that
plan? Would you support an expanded role for tug boats in the mission of the Navy?

Secretary STACKLEY and Admiral BLAKE. The Navy highly values the utility of tug
boats and their mission in support of ship movements. Our long-term plan is to con-
tinue to maintain Large Harbor Tug Boats (YTBs) and Harbor Tug Boats (YTs) in
Yokosuka, the Pacific Northwest, Guantanamo Bay, and Portsmouth, N.H., as part
of the current mix of commercial and Navy-owned tug boats that support harbor op-
erations and ship movements. Currently, the Navy does not anticipate a require-
ment for expansion of the current Navy-owned tug inventory and existing commer-
cial support.

Mr. SMITH. What is the total requirement for tug boats and what are the Navy’s
plans with respect to meeting this requirement? Based on information submitted
with the fiscal year 2012 budget request, the Navy does not plan to purchase addi-
tional tug boats until fiscal year 2016. Is that true? During fiscal years 2006—2009,
the Navy has purchased at least one tug boat per year, with delivery of the last
boat scheduled March 2012—what is the rationale for not purchasing at least one
tug boat in fiscal year 2012 and the out-years? The last tug boat construction con-
tract was awarded in October 2010 and the next planned construction award would,
at best, be sometime in 2016. What is the rationale for this 6-year gap in produc-
tion? Do you anticipate that such a gap in production will negatively impact the tug
boat industrial base and increase the total cost of the program due to work stoppage
at the construction site?

Secretary STACKLEY and Admiral BLAKE. The Navy’s total requirement for tug
boats is met through a combination of Navy-owned Large Harbor Tug Boats (YTBs)
and Harbor Tug Boats (YTs) in addition to commercial tug services. The Navy owns
and operates 15 YI'Bs and 5 YTs. Procurement and recapitalization efforts for the
Navy’s YTB inventory included four new replacement tug boats during Fiscal Years
(FYs) 2007-2008. Two additional tug boats were budgeted for FY 2009 which re-
sulted in the October 2010 contract award. This effectively equates to one tug boat
per year from 2007 through 2012. The next year Navy currently plans to purchase
tug boats is 2016.

The Navy does not anticipate that this production gap will have a significant im-
pact to the tug boat industrial base. Navy procurement typically represents less
than 5% of overall tug boat purchases. At this percentage, the Navy does not antici-
pate that this production gap will significantly increase the total cost of tug boats.

Mr. SMITH. The Committee understands that the Government of Iraq has ap-
proached the US Navy regarding the opportunity to purchase tug boats for use in
harbor and shoreline security. Is this true? If so, what is the status of the inquiry
made by the Government of Iraq? What other nations, if any, have expressed an
interest in purchasing American-made tug boats? Do you believe that the type of
tug boat constructed for the US Navy would be of benefit to other navies around
the world? Is it the intention of the Navy to use existing acquisition mechanisms
(foreign military sales/foreign military financing) to procure the tug boats for the
Government of Iraq? If not, what is the acquisition mechanism that the Navy in-
tends to use?

Secretary STACKLEY and Admiral BLAKE. The U.S. Navy was tasked with assess-
ing the U.S. industrial base to identify potential sources capable of meeting the re-
quirements of the Ministry of Interior (Iraq) for the procurement of two 27—31m
Tug Boats. A Request for Information (RFI) was released via FedBizOps on April
5, 2010 with a closing date of April 20, 2010. Based on the results, the Navy deter-
mined that U.S. industry was able to build a tug that would meet Iraqi require-
ments.

The results of the RFI were presented to the Ministry of Interior (Iraq) and in
October 2010, the Navy began to develop a Foreign Military Sales (FMS) case to
meet the Iraqi Tug Boat requirements. The FMS case, if accepted, would be fi-
nanced using Iraq national funds. The FMS case was offered in December 2010 and
has not been accepted by Iraq to date. If the case is implemented, Navy will develop
an acquisition strategy to meet the requirements of the Iraqi Ministry of the Inte-
rior.

Currently, there are no requests from other nations for the procurement of new
tugs. In January 2011, the Navy delivered the second tug of the two boat procure-
ment to the nation of Kuwait. The two 19m tugs were built by Rozema Boat Works
of Mount Vernon, Washington.

Mr. SMITH. The Navy has been the most forward leaning service when it comes
to green energy initiatives. In particular, there have been significant efforts focused
on “greening” the fleet with an internal Navy goal to convert 50 percent of its en-
ergy to fossil fuel alternatives by 2020. As yard tugs are a critical component to the
fleet, particularly in areas of heavy naval vessel traffic, the Committee is interested
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the efforts underway to acquire hybrid tugs or other alternative fueled tugs as a
means to help reach this goal? For example, in a place like Guam, where the num-
ber of US personnel is increasing significantly and there are multiple projects un-
derway to “green” the base, it would appear to be a natural fit for the home-porting
of hybrid ships. Does the Navy have any plans to add hybrid ships, particularly
tﬁgs,?to the Fleet? If so, what is the timeframe by which they intend to acquire
them?

Secretary STACKLEY and Admiral BLAKE. There are no efforts underway to ac-
quire hybrid harbor tugs or other alternative fueled harbor tugs.

Decisions to home-port additional ships in Guam have not been made.

Navy has two Hybrid Electric Drive systems for surface ships: the USS MAKIN
ISLAND (LHD 8) Auxiliary Propulsion System (APS), already deployed and incor-
porated into the new LHA 6 Class design, and the DDG 51 Electric Propulsion Sys-
tem (EPS), currently in proof-of-concept phase. Many Navy auxiliary force ships op-
erated by Military Sealift Command use full Integrated Electric Drives with the
most recent examples being the T-AKE class ships built by NASSCO and the T—
AGS 66 and T-AGM 25 being built at VT Halter. Similar green technologies, such
as energy storage and Propulsion Derived Ship Service (PDSS) power are also under
development. Lastly, the Navy is testing biofuels as an alternative to petroleum that
will serve as drop-in replacements for existing fuels.

With the implementation of Hybrid Electric Drive (HED) systems, the Navy is
executing a key component of the Navy Secretariat’s “Great Green Fleet” energy
goals, as well as demonstrating quantifiable operational energy efficiencies.

Mr. SmiTH. The USMC LAV Program Manager met with HASC staff in January
2010 and reported significant benefits associated with side and wheel-well armor
kits added to the USMC fleet of LAV’s. These kits were developed by Armatec and
installed at the Barstow and Albany USMC Depots. The Committee was informed
that these kits added needed survivability to the LAV’s, while also extending LAV
service life. The HASC also understands that several allied countries are incor-
porating, into their vehicle fleets, additional technologies developed by this company
such as Mine Blast Floor and Underbelly Protection Kits, Roof Mounted Blast At-
tenuating Seats, and Armored Fuel Tanks. Are there plans to evaluate the tech-
nologies from recent LAV survivability upgrades for possible use in upgrade pro-
grams for the AAV or HUMMWYV fleets?

General FLYNN. Yes. CD&I manages the capabilities included in the Ground Com-
bat and Tactical Vehicle Strategy as a portfolio. AAV will benefit from the lessons
learned from LAV and all other USMC vehicles in the portfolio, plus some Army
vehicles such as the Bradley with its Urban Survival Kit and Stryker with its new
Double Vee Hull. CD&I is actively connected to relevant intelligence from the Na-
tional Ground Intelligence Center and the Marine Corps Intelligence Activity, and
it communicates with protection experts from Army Research Labs and TARDEC to
stay current on best practices with respect to Force Protection and Survivability.

The AAV SLEP initiative is planned to improve protection against roadside and
underbelly IEDs through a host of upgrades, including moving the fuel tank out-
board or protecting it from catastrophic rupture, integrating IED jamming tech-
nology, improving fire suppression, adding internal and/or external belly protection,
improving the fragment resistance of the sidewalls, integrating blast protected seats
that are wall- or roof-mounted, while maintaining current water and land mobility
capabilities.

Analyses are ongoing to underpin AAV protection requirements, and to ensure
these requirements are balanced against others such as swim capability, land mobil-
ity, etc. For instance, CD&I, PM AAVS, and MCOTEA are assessing the feasibility
of protecting the occupants of the AAV during underbelly attacks through a delib-
erate study performed by Army Research Labs. In this study, ARL is estimating the
potential benefit afforded by all-external appliqué, all-internal appliqué, and some
combination of the two, using 3D modeling and simulation. Given that AAV has
more strict swim mobility requirements than LAV, more attention is being paid to
the second order effects of adding heavy protection to the belly of the AAV. CD&I
anticipates leveraging Government (Naval Surface Warfare Center) and academia
(Stevens Institute of Technology) to assess the effects of heavy upgrades on swim
performance, and Nevada Automotive Test Center to assess the effects on land mo-
bility, reliability, and ride quality. In addition, PM AAVS is participating in blast
testing against the baseline/legacy AAVP7 starting this month (April 2011) at Aber-
deen Proving Ground. This baseline data will be crucial for understanding where
effective improvements can be made within cost and schedule constraints.

Likewise, future HMMWYV upgrade initiatives will benefit from the lessons
learned from past initiatives, to include recent LAV upgrades, experimentation on
the SCTVC (also known as “Capsule”), ongoing experimentation on DARPA’s Blast
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Mitigation System (also known as Structural Blast Channel or Chimney), plus the
ongoing technical development of the new-start Joint Light Tactical Vehicle systems.
The USMC is actively pursuing better protection for a portion of the HMMWYV fleet,
and ancitipates a recapitalization initiative that will likely replace older cabs with
more protected ones, while improving off-road mobility in order to expand maneuver
space, within established cost and transportability constraints. Knowing that pro-
tected mobility for the light fleet is an extremely difficult task within the USMC’s
unique transportability requirements, it will continue to leverage the experience of
Science and Technology activities such as the Office of Naval Research and DARPA,
from Industry through our Materiel Developers at Marine Corps Systems Command,
and from Research and Development Activities such as TARDEC and ARL, to en-
sure a balanced and effective set of capabilities is fielded.
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