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SUMMARY OF SUBJECT MATTER

TO: Members of the Subcommittee on Coast Guard and Maritime Transportation
FROM: Subcommittee on Coast Guard and Maritime Transportation Staff

SUBJECT: Markup of H.R. 2830, the Coast Guard Authorization Act of 2007, and HR. 2722,
the Integrated Deepwater Program Reform Act.

PURPOSE OF MARKUP

On Tuesday, June, 26, 2007, at 2:00 p.m., in Room 2167 Rayburn House Office Building, the
Subcommittee on Coast Guard and Maritime Transportation is scheduled to mark up H.R. 2830, the
Coast Guard Authorization Act of 2007, and H.R. 2722, the Integrated Deepwater Program Reform
Act.

H.R. 2830, COAST GUARD AUTHORIZATION ACT OF 2007

Backeround

The Coast Guard has primary responsibility to enforce or assist in the enforcement of all
applicable Federal laws on, under, and over the high seas and watets subject to the jurisdiction of the
United States; to ensure safety of life and property at sea; to protect the matine environment; to
carty out domestic and international icebreaking activities; and to ensure the safety and security of
vessels, ports, waterways, and related facilities.

TITLE I - AUTHORIZATION

For the operating and maintenance account, the bill authorizes $5,965,742,000 for the Coast
Guard for fiscal year 2008, including an additional $59,000,000 to maintain funding for marine safety
and search and rescue funding, This operating and maintenance authorization is §71,447,000 more
than requested in the Administration’s fiscal year 2008 budget request of $5,894,295,000.




For acquisition, construction, and improvements, the bill authorizes $1,005,768,000,
including $836,866,000 for the Integrated Deepwater Systems Program and 344,597,000 for shore
facilities and aids to navigation.

The bill authotizes an end-of-year military strength level of 45,000 active-duty personnel for
fiscal years 2008,

'The bill authorizes and transfers the Bridge Administration program to the U.S, Department
of Transportation.

TITLE II - COAST GUARD

The bill will permanently increase the Coast Guard’s allowable number of officers from
6,200 to 6,700. A temporary increase was previously granted to accommodate the setvice’s needs
related to its increased homeland security role following the 9/11 tetrorist attacks,

The bill provides that Coast Guatd personnel who wotk in support of a declaration of a
major disaster or emergency by the President will be able retain up to a total of 90 days of leave
when not used by the end of the fiscal year, Currently, personnel can only retain 60 days of leave
and lose any leave in excess of that amount if it is not used by the end of the fiscal year. This
provision would alleviate the potential unfairness of personmnel losing leave time while engaged in
emergency work.

The bill reauthorizes the leadership structure of Coast Guard by eliminating 2 Area
Commands and creating functional directorates.

TITLE III ~ SHIPPING AND NAVIGATION

The bill authorizes the Coast Guard to ensure that commetcial fishing vessels comply with
established regulations, establishes a training program for the operators of commetcial fishing
vessels, and requires that new fishing vessels be constructed and maintained to specific standatds.

The bill authorizes the Coast Guard to establish a Safety Management System for domestic
passenger vessels similar to the existing requirement for passenger vessels on foreign voyages.

Sections 321 through 328 authorize the Secretary and the Coast Guard to make
improvements to merchant mariner licensing and document programs.

TITLE IV - MISCELLANEOQOUS PROVISIONS.

The bill authorizes the Coast Guatd to convey a Coast Guard boat house on Nantucket
Island to the local municipality; to convey the Coast Guard Cutter STORIS to a local museum and
education center in Alaska; to exchange a parcel of land in Flotida; and to repeal an atchaic salvage
provision.




TITLE V -~ BALLAST WATER

The bill establishes ballast watet treatment standards that are based on the “International
Convention for the Control and Management of Ships Ballast Water & Sediments”, Compared to
the Convention standards, the bill’s treatment standards are more stringent and the phase-in
schedule is accelerated. In addition, the bill requites the treatment standards to be adjusted every
three years based on the best available technology.

To stop the spread of infectious disease in inland watets such as the Great Lakes, the bill
permits the Secretary of Agriculture to request that the Coast Guard require ballast water treatment
systems for vessels not already required to have such systems.

The bill also preempts States from prescribing ballast water discharge standatds that are
different from the Federal Government’s standards. However, the bill allows States to inspect and
enforce the Federal ballast watet treatment standards established in the bill.

The bill requires the Coast Guard to submit a report to Congress on other vessel-related
pathways for invasive species, such as hulls and anchots of ships.

The bill requires the President to establish a National Rapid Response Plan to address the
introduction of invasive species in U.S, waters. Modeled on provisions of the Oil Pollution Act of
1990, the bill creates a Federal on-scene coordinator who will make all response decisions in
consultation with other Federal and State agencies,

Prior Legislative and Oversight Activities

On March 8, 2007, the Subcommittee on Coast Guard and Maritime Transpottation held a
hearing on the Administration’s FY 2008 budget tequests and legislative proposal. The
Subcommittee also received testimony from the Coast Guatd, the Inspector Genetal of the
Depattment of Homeland Security, and the Government Accountability Office on the Deepwater
Acquisition Progtam.

On April 25, 2007, the Subcommittee on Coast Guard and Matitime Transportation held a
hearing on commercial fishing safety.

On June 22, 2007, Chaitman introduced H.R. 2830, the “Coast Guard Authorization Act of
2007”,

Amendments

Specific information on amendments to be offered to H.R. 2830 is not available at this time,




H.R., 2722, THE INTEGRATED DEEPWATER PROGRAM REFORM ACT

Backeround

The Deepwatet program is a series of procurements intended to tenew the Coast Guard’s
fleet of cutters and aircraft. Currently expected to cost §24 billion and to require 25 yeats to
complete, the program encompasses 91 cutters, 124 small surface craft, and 244 new ot converted
atreraft, including both helicopters and fixed-wing aitplanes. The procurements conducted undes
Deepwater ate intended to create a “system of systems™ — meaning a suite of assets that are fully
integrated and feature inter-operable command/control/communication systems called C4ISR.

The Deepwater program began its initial planning stages in the 1990s. On June 25, 2002, the
Coast Guard awarded the Deepwater progtam to a consortium comptised of Lockheed Martin and
Northrop Grumman and now identified as the Integrated Coast Guatd Systems (ICGS). The
contract awarded in 2002 was an indefinite delivery, indefinite quantity contract with a five-year
baseline ending in 2007. The contract included five potential additional award terms of up to five
years each (in other words, the contract could be extended for as long as 25 years). Duting a hearing
conducted by the Subcommittee on Coast Guatrd and Matitime Transpottation on June 12, the
Commandant of the Coast Guatd, Admiral Thad Allen, announced that a new award term would be
decided shortly but that no delivety task otdets issued under the award term would exceed 18
months in duration.

Significant problems have been encountered in procutements conducted under Deepwater,
including the failure of the effort to lengthen 110-foot patrol boats to 123-feet, failute of the first
design for the new Fast Response Cuter, and failute of the initial design effort of the vertical
unmanned aetial vehicle, Most recently, the Department of Homeland Secutity’s Office of the
Inspector General (“OIG”) found that the hull fatigue life on the National Security Cutter (“NSC”),
the most expensive asset to be procured under the Deepwater contract, may not meet the
requirements of the Deepwater contract.

In February 2007, the Defense Acquisition University (“DAU”) issued 2 repott requested by
the Coast Guard providing findings and recommendations to the Progtam Executive Officer for
improvement of this program. In summaty, this report finds that a need to quickly recapitalize the
Coast Guard with a broad portfolio of new and complex assets led the Coast Guard to use the

“system of systems” strategy. However, this is a complicated strategy to implement and the DAU
finds that the Coast Guard’s implementation of the strategy has been challenged by the following
factors: :

> The scope and complexity of design changes that were necessaty to tespond to the threats
presented by the events of 9/11 and that were added after many key engineering milestones
had already been crossed;

> Funding provided at levels below those assumed when the ICGS contract was signed in
2002;

» Use of a contract structure inappropriate to the changing missions and tequirements of the
program and to the major systems integration tasks that were required;

> Industry emphasis on work sharing among joint ventute partners that minimized the use of

other U.S. industry and existing Coast Guard infrastructure;




» Insufficient numbers of Coast Guard acquisition personnel and insufficient experience in
major systems acquisition; and

> Lack of a management model and processes sufficient for the management and oversight of
the major systems acquisitions to be made undet Deepwater.

‘The DAU report indicates that these factots threaten to prevent the Coast Guard from
being able to complete all of the acquisitions planned under Deepwater within the planned $24
billion budget and suggests that changes in acquisitions requitements ot adjustments to the budget
may be needed. The DAU study also recommends specific changes in the Coast Guard’s acquisition
strategy and the structure and management of the Deepwatet contract.

In direct response to the problems examined in the heatings on Deepwater conducted by the
Committee on Transportation and Infrastructure and the Subcommittee on Coast Guard and
Maritime Transportation and the reports issued on this procutement by the DAU, the OIG, and the
Government Accountability Office, H.R. 2722 creates within the Coast Guatd the acquisitions
management systems and personnel that the Coast Guard needs to effectively manage the
Deepwater program, to prepate to serve as the lead systems integrator, and to ensure that all assets
produced under Deepwater meet the highest quality standards.

H.R, 2722, the Integrated Deepwater Program Reform Act

H.R. 2722 prohibits the use of a private firm as a lead systems integrator two yeats after its
enactment. The OIG indicates that the Coast Guard needs the time to develop the intetnal capacity
to assume the role of lead systems integrator and needs the time to chatt a balanced course as it
moves this function away from the ptivate sector ICGS team to its in-house team.

H.R. 2722 requires the use of full and open competition for procutements conducted under
Deepwater except when it is in the best interests of the Federal Government to use a different
procutement method. The bill also sets forth a number of specific provisions that are to be
included in any future contracts, delivery orders, ot task orders issued under Deepwater, including
requirements subjecting designs to certain technical reviews and mandating the development of
independent cost estimates. Further, the bill requites that when assets are procured that requite
TEMPEST certification, the contracts for such procutements must cite the Navy TEMPEST
standatds then in use. Finally, the bill requires that all contracts include provisions guatanteeing that
the OIG has the right to privately interview all contractor personnel working on Deepwatet.

H.R. 2722 requires the appointment of a civilian as Chief Acquisiions Officer repotting
directly to the Coast Guard Commandant. The bill also specifies a number of authorities reserved
to the Chief Acquisitions Officer and functions to be performed by that position.

H.R. 2722 sets new standards for the testing and certification of assets procured under
Deepwater. The bill requires all cutters other than the NSCs to be classed by the American Buteau
of Shipping and requires the design and construction of NSCs 3 through 8 to be cettified by an
independent third party to be able to be underway for at least 185 days per year for 30 years.
Similarly, the bill requites that all aircraft be certified by an independent third party and requires all
TEMPEST certifications to be petformed by an independent third patty.




H.R. 2722 requires the Coast Guard to submit to Congress 2 number of reports on the NSC,
mchiding reports detailing cost increases expetienced duting the acquisition of the NSCs and a
repott on options under consideration by the Coast Guard to strengthen the hulls of NSCs 1 and 2.
Further, the bill requires the submission of reports on assessments conducted by the Navy on the
design to be used to strengthen the hulls of NSCs 1 and 2 and on the design changes incotporated
into NSCs 3 through 8.

Finally, the bill requires the submission of a number of reports on the Deepwater program,
including the following:

a justification for why a total of 8 NSCs is the approptiate number to meet the Coast
Guard’s operational needs;

a report on the impact that deployment of the NSCs without vertical unmanned zetial
vehicles will have on the amount of patrol coverage the NSCs can provide;

a report on the total number of change orders created under the Deepwater contract;
comparisons of the cost of purchasing assets through ICGS ot directly from a vendor;
repotts on specific cost overruns and schedule delays encountered under Deepwatet;

a report on how the Coast Guard will develop acquisitions expertise among its petsonnel;
and

an annual report on the percentage of total Deepwater funding patd to small businesses and
minority-owned businesses,
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Prior Legislative and Oversight Activities

The Subcommittee on Coast Guard and Matitime Transportation has held three hearings on
the Deepwater acquisition duting the 110" Congress. The first hearing was held on January 30,
2007, and reviewed implementation of the entire Deepwater contract to date. A second heating was
held on March 8, 2007, to examine the Coast Guatd’s fiscal year 2008 budget. Duting that hearing,
the Subcommittee received testimony on Deepwater from both the OIG and the Government
Accountability Office. Most recently, the Subcommittee held a hearing on June 12 to receive
testimony from Commandant Allen regarding the steps that the Coast Guard has taken since
January 2007 to strengthen the management of Deepwater. During that heating, the Subcommittee
also received testimony from the Depattment of Homeland Security Inspectot General Richard
Skinner regarding the systems that need to be put in place to cteate acquisitions expertise within the
Coast Guard as well as the O1G’s continuing concerns with the hull fatigue life of the NSC,

The Fuoll Committee on Transportation and Infrastructure held an Investigation heating
entitled “Compliance with the Requirements of the Deepwater Contract” on April 18, 2007, This
hearing investigated the failure of the 123-foot patrol boat ptocurement undertaken as part of
Deepwater.

On June 14, 2007, Subcommittee Chairman Cummings introduced H.R. 2722, the
“Integrated Deepwater Program Reform Act”,




Amendments

Specific information on amendments to be offered to the Deepwater bill is not available at
this time.




