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SUMMARY OF SUBJECT MATTER

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

SUBJECT: Hearing on United States Coast Guard Fiscal Year 2008 Budget Requests
and Authorization

Q E, G

‘The putpose of this hearing is to consider the Administration’s FY 2008 budget
requests for the U.S. Coast Guard. The subcommittee will receive testimony from the Coast
Guard on the service’s FY 2008 budget request and the Deepwatet Acquisition Program,
The Subcommittee will also receive testimony from the Inspector General of the
Depattment of Homeland Security, and the General Accountability Office on the
Deepwater Acquisition Program.

BACEGROUND
FY 2008 Coast Guard Budget Reguest: The President requests neatly $8.2 billion in FY 2008

for activities of the United States Coast Guard, $196 million (or 2.4 percent) increase over
the total amount enacted for FY 2007.

The Coast Guard’s request is designed to sustain the Coast Guard’s ability to support
America’s maritime safety, security, and stewardship interests in Fiscal Year 2008,

Operating Expenses (OEF): The overall budget request for Coast Guard Operating Expenses
(OE) in FY 2008 is approximately $5.9 billion, an increase of more than $416 million, or 7.6
percent, ovet the FY 2007 enacted level. The Opetating Expenses account comprises over
two-thirds of the Coast Guard’s budget and provides for the safety of the public and the
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Coast Guard’s workforce, This will fund 47,368 positions (both military and civilian} in the
Coast Guard.

The OE request includes $80.5 million for personnel costs that had been attributed
to the Acquisition, Construction, and Improvements {AC&I) part of the Coast Guard's
budget in previous fiscal years. It also reflects a $2.65 million dollar decrease due to transfer
of the personnel costs for the Bridge Administration Program to the Maritime
Administration in the Department of Transportation. Proposed funding levels for search
and rescue, marine safety, aids-to-navigation, icebreaking, and protection of living resources
are all lower than amounts that were appropuated for FY 2007. Funding for marine
envitonmental protection, drug interdiction, migrant interdiction, and ports and waterways
security were all increased.

In FY 2006, funding for Coast Guard polar icebreakers was transferred to the
National Science Foundation (NSF) which was then directed to reimburse the Coast Guard
for costs associated with operating the Service's three polar icebreakers (POLAR SEA,
POLAR STAR, and HEALY). The FY 2008 request again provides opetation and
maintenance funds for the polar icebreakers through NSF.

Finally, the President’s Operating Expenses request funds pay increases for officers
and enlisted members and civilian employees of the Coast Guard.

Reserve Training: The President requests approximately $126.9 million for ttaining of Coast
Guard Reserve personnel representing a 3.7 percent increase over the FY 2007 appropriated
level of $122.4 million. The Coast Guard Resetve provides qualified individuals for
mobilization in the event of national emergency or disaster. Reservists maintain readiness
through mobilization exercises and duty alongside regular Coast Guard members during
routine and emergency operations.

In addition, the Coast Guard Reserve fills critical national security and national
defense roles through both the Department of Homeland Security and in direct support of
the Department of Defense. The Coast Guard Reserve continues to be deployed in suppott
of Operation Iraqgi Freedom.

Environmental Compliance and Restoration: The President requests approximately §12.1
million for environmental compliance and restoration, a 10.8 petcent increase from the FY
2007 approptiated level of §10.9 million. The funds under this account ate used to mitigate
environmental problems resulting from the operation of former and current Coast Guard
facilities, and to ensure that Coast Guard facilities are in compliance with applicable laws and
regulations.

Acquisitions, Construction, and Improvements (AC&I): The President requests nearly $998
million to fund all Coast Guard capital acquisitions in FY 2008, an approximately $332.1
million (25 percent) decrease from the FY 2007 appropriated level of $1.33 billion. These
funds support the acquisition, construction, and imptovement of vessels, aircraft,
information management resoutces, shore facilities, and zids to navigaton. Of the §998
million request, $837 million, an approximately $250 million decrease (-21,5%) from the
enacted funding for FY 2007, is for the Deepwater program, the Coast Guard’s integrated
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capital asset replacement program. However in the FY 08 request, $80.5 million for the
administration of the program is included in the OE account rather than in AC&I. The
request also proposes to rescind $50 million in FY 06 Deepwater funds for the Offshore
Patrol Cutter. The budget requests $80.9 million for Rescue 21, the Service’s new “maritime
911” program. In FY 2007, $39.6 million was appropriated for Rescue 21.

The Coast Guard’s Integrated Deepwater Systems (Deepwater) program will result in 2
nearly complete recapitalization of all Coast Guard aircraft, vessels and support systems over
a 20-25 year period. Fundamental changes in the mission and requirements of the USCG
have occurred since the terrorist attacks of 2001. These changes have required substantive
revisions in the timing, budget, system components and acquisition strategy for Deepwater.

The AC&I budget request also includes:

> $12 million to begin deployment of a nation-wide automatic identification system for
ships, a transponder based collision avoidance system that will also allow the Coast
Guard to track vessels for security purposes.

> $9.2 million to build the initial response boat mediums, the replacement for the

‘ Coast Guard’s 41-foot patrol boats.

> $11.5 million for National Capital Air Defense acquisition costs, a mission to
intercept aircraft on an unauthorized approach to Washington, D.C. that has been
transferred from Customs and Border Protection (CBP).

The President’s budget has requested $161 million for non-Deepwater capital expenses,
including only $35 million for shore-based facilities. This is significantly less than amounts
provided historically for these capital needs. In FY 2005 Congtess appropriated $360
million for non-Deepwater capital expenses to help pay for the maintenance and
construction of the Coast Guard’s facilities and equipment.

search, Deve Te ation: The President’s budget requests
approximately 17.6 million for Research, Development, Test and Evaluation. This is
$600,000 (3.4 percent) above the amount approprated for FY 2007.

Alteration of Bridges: No funds were requested for alteration of bridges that impact
navigation. Approximately $16 million was appropriated in FY 2007. Instead, the
President’s budget proposes to transfer responsibility for the Truman-Hobbs bridge
alteration program to the Depattment of Transportation and requests $6 million for the
program. The Bridge Alteration program provides the Federal government’s share of the
costs for altering or removing bridges determined to be obstructions to navigation. Under
the Truman-Hobbs Act of 1940, (33 U.S.C. 511 et seq.), the Coast Guard shares, with the
bridge owner, the cost of altering railroad and publicly-owned highway bridges which
obstruct the free movement of vessel traffic.

Retired Pay: The President’s budget assumes that $1.2 billion will be needed for retired pay
in Fiscal Year 2008. This represents a $200 million increase over the fiscal year 2007 enacted
level.
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POR CURI RANTS

The President’s budget proposes $210 million for port security grants for FY 2008,
which is equal to the funding level that was appropriated in FY 2007,

(in millions)
HOUSE PASSED FY2008 Dirr, OF FY2008
FY2007 FY2007 PRESIDENT’S PRES. BUDGET
PROGRAM ENACTED AUTH. BUDGET AND FY2007 ENACTED
Operating 54776 5,680.0 5,894.3 416.7 (7.6%)
Expenses
Acquisition & 1,330.2 2095.9 998.1 -332.1(-25%)
Constr.
Environ, 109 120 121 12 (11%)
Compliance
Alteration of 16.0 17.0 0 -16 (-100%) *
Bridges
Retired Pay 1,063.3 1,063.3 1,184.7 121.4 (114%)
Research & ©17.0 . 240 17.6 .6 (3.5%)
Dev.
Reserve 1224 124.0 126.8 4.4 (3.6%)
Training
Total 8,037.4 9,016.2 8233.5 196.1 (2.4%)
WITNESSES
PANEL I

Admiral Thad W. Allen

Commandant

United States Coast Guard

Charles W. Bowen

Master Chief Petty Officer
United States Coast Guard




X
PANEL I
Richard L. Skinner

Inspector General
Department of Homeland Security

Mt. Steven Caldwell
General Accountability Office



HEARING ON BUDGET AND AUTHORIZATION
FOR FISCAL YEAR 2008

Thursday, March 8, 2007,

HOUSE OF REPRESENTATIVES
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
SUBCOMMITTEE ON COAST GUARD AND MARITIME
TRANSPORTATION,
Washington, DC.

The Subcommittee met, pursuant to call, at 10:00 a.m., in Room
2167, Rayburn House Office Building, the Honorable Elijah E.
Cummings [Chairman of the Subcommittee] presiding.

Mr. CUMMINGS. The Committee will come to order.

Today, the Subcommittee on Coast Guard and Maritime Trans-
gm(‘itation convenes to examine the Coast Guard’s fiscal year 2008

udget.

The President has requested nearly $5.9 billion to fund the coast
Guard’s operations, an increase of $416 million over fiscal year
2007 enacted level of just under $5.5 billion.

The President’s total request for the Coast Guard capital budget
is nearly $998 million, of which $837 million is for Deepwater. This
represents a decrease of approximately $250 million below the
amount appropriated for Deepwater in fiscal year 2007.

We will hear today from Admiral Thad Allen, the Commandant
of the Coast Guard, and Master Chief Petty Officer Charles W.
Bowen, regarding the President’s budget request and how it aligns
to the Coast Guard’s needs as the service continues an ambitious
transformation effort to balance its many missions and to respond
to the emerging threats that confront our homeland.

I look forward to hearing from all of the witnesses today and
hearing their thoughts on the question of whether the Coast Guard
has adequate resources to perform each of its missions.

As I have stated since the beginning of my tenure as Chairman
of this Subcommittee, our Subcommittee will be an advocate for the
Coast Guard, but we will balance our advocacy with a demand for
accountability. Further, as we review the budget request, our Sub-
committee will continually seek new opportunities to strengthen
the systems and processes that can ensure accountability in all as-
pects of the Coast Guard’s operating and capital budgets.

While I am concerned that $837 million may not be adequate
funding for Deepwater, we have just begun our oversight of this
program and, before I advocate for an increase in funding, I want
to know in detail the steps that the Coast Guard is taking to cor-
rect Deepwater and I want evidence that the steps are producing
the results that we expect. As I have said over and over and over

o))
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again, I do not expect for the American people to continuously pay
for errors that are made by others.

At the same time, the Committee on Transportation and Infra-
structure is concerned that insufficient capital funding is being di-
rected towards the maintenance of on-shore facilities. The Presi-
dent’s budget of $35 million for this purpose, which appears to be
far below the amount required to meet the maintenance needs of
existing infrastructure. Our Committee supports the appropriation
of $360 million for non-Deepwater capital expenditures, which is
the level of funding that was appropriated in fiscal year 2005.

I am also very concerned about the funding levels for some of the
Coast Guard’s historical programs. Proposed funding levels for
search and rescue, marine safety, aids-to-navigation, icebreaking,
and the protection of living resources are all lower than the
amounts that were appropriated for these purposes in fiscal year
2007.

I have hear concerns from throughout the maritime industry and
labor organizations about the Coast Guard’s lack of support for tra-
ditional maritime safety programs. Some have even advocated
transferring this mission back to the Department of Transpor-
tation, where they believe it will receive better support.

Today, we also welcome to the Subcommittee Mr. Richard Skin-
ner, the Inspector General of the Department of Homeland Secu-
rity, and Mr. Stephen Caldwell, who represents the Government
Accountability Office.

These two experts will discuss the Coast Guard’s budget needs
and the Deepwater procurement, which they both have examined
in detail.

Since our last hearing on the Deepwater program, the DHS IG
has issued a new report on the 123-foot patrol boats. Of course,
these boats have been pulled from service due to problems with
their hulls. However, the DHS IG has found that aside from the
hull problems, the contractors failed to meet the requirements of
the Deepwater contract by failing to install low-smoke cabling and
failing to install topside equipment that would have been operable
}n all of the weather conditions the patrol boats were expected to
ace.

I must tell you that this particular issue is one that concerns me
greatly. We have just seen, over the past week, what happens
when our military come back from Iraq and the disregard, it seems,
in many instances, for their health and safety. And here we are in
the Coast Guard, a requirement having been put in by the Coast
Guard and then seeming to have been waived that goes to the very
safety and health of our personnel.

These findings are particularly disturbing because they identify
specific instances in which the contractor failed to meet the re-
quirements of the Deepwater contract and they identify failures
that were apparently not immediately recognized by the Coast
Guard. Further, the use of non-low-smoke cabling could have need-
less exposed the crews on these boats to safety risks, including ex-
cessive toxic smoke in the event of an on-board fire.

I think that it would be almost criminal if this Committee—if
something were to happen in the future where members of the
Coast Guard were harmed because we did not make sure these
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specifications were met. And if we did not address them, I think
that that falls square on our shoulders, and I, for one, will not be
a part of that. So, therefore, we are going to look at that very care-
fully.

Such instances of shoddy performance that could endanger the
safety of the Coast Guard crews are completely unacceptable. And
let me say to everyone here I hope these are the last instances we
hear about the Deepwater contract.

I look forward to the testimony of all our witnesses, and now I
turn it over to my able and good friend and Ranking Member of
this Committee, Mr. LaTourette.

Mr. LATOURETTE. Thank you very much, Mr. Chairman, and
thank you very much for this hearing.

The Subcommittee is meeting this morning to review the Presi-
dent’s request for Coast Guard activities and personnel for fiscal
year 2008. With the problems that have recently come to light with
the vessels that will be acquired under the Deepwater program,
2008 is shaping up to be a critical year for the future of the Coast
Guard.

The Administration has requested approximately $8.2 billion for
fiscal year 2008, which is an increase of 2.4 percent over last year.
While I am pleased that the President has proposed this increase
for the Coast Guard, I am also concerned by several other pro-
posals included in the budget. The President has proposed a fund-
ing level of approximately $1 billion for the Coast Guard’s Acquisi-
tion and Capital Programs, including $837 million for the Deep-
water program. The proposed amount for the Deepwater program
is more than $229 million less than the Congress appropriated for
the program last year.

I am concerned about the effects that any reductions in funding
would have on the cost and the expected delivery of assets under
Deepwater. I hope that the witnesses will speak on how the pro-
posed funding level will affect the overall costs and schedule for the
Deepwater program, as well as the effects on individual acquisi-
tions under the project. The Coast Guard is in the process of suc-
cessfully acquiring new aircraft, small boats, and command and
communication systems as a part of Deepwater, and I believe we
must take care that any adjustment to the funding levels do not
endanger those acquisitions.

I am also concerned that the President’s budget does not include
funding to support several of the Coast Guard’s missions. Once
again, the President has proposed a transfer of funds for operations
and personnel of the Coast Guard’s three polar icebreakers to the
National Science Foundation. Last year, this Subcommittee re-
ceived a statutorily mandated report from the National Academy of
Sciences that recommended that the Federal Government and the
Coast Guard maintain icebreaking capabilities to support economic
and national security interests in the polar region. I hope that the
witnesses will also advise the Subcommittee how the Administra-
tion plans to address these recommendations and how the Coast
Guard plans to support its current polar icebreakers and related
personnel without direct budgetary authority over funds for these
assets.
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The President has also proposed a transfer of funding and statu-
tory responsibilities over the bridge alteration program from the
Coast Guard to the Department of Transportation. The Sub-
committee will review this proposal to examine whether these func-
tions can be better performed by another Federal agency; however,
I am extremely concerned by the justification that was included for
this proposed transfer: that the removal of these responsibilities
would better focus the Coast Guard on its growing homeland secu-
rity responsibilities.

If the Coast Guard is unable to carry out all of its traditional and
homeland security missions with its current legal authority, assets,
and personnel levels, this Subcommittee needs to know and I be-
lieve we need to take action.

This hearing is very important because it lays the groundwork
for the authorization bill that the Subcommittee will develop and
hopefully enact into law later this year under the direction of our
Chairman.

I thank the witnesses for their testimony. And, lastly, I want to
welcome Master Chief Charles Bowen on his first appearance be-
fore the Subcommittee in his capacity as the Master Chief Petty
Officer of the Coast Guard and, Master Chief, congratulations on
this accomplishment, and we look forward to working with you.

And thank you, Mr. Chairman. I yield back my time.

Mr. CumMMINGS. Thank you very much, Mr. LaTourette.

Mr. Coble?

Mr. CoBLE. Thank you, Mr. Chairman. I will not take the full
five minutes.

I want to welcome our panel here and would like to note for the
record, Mr. Chairman, that the Administration’s fiscal year 2008
budget includes $13.3 million for construction of a state-of-the-art
pool and training facility for the Rescue Swimmer Program located
in Elizabeth City, North Carolina. While Elizabeth City is not in
my district, I do want to acknowledge the Coast Guard presence in
North Carolina and the contribution it makes not only there, but
across the Nation.

And for those who have seen the movie The Guardian, Mr.
Chairman, which portrays the training and efforts of rescue swim-
mers, you no doubt understand the need for adequate training and
facilities for rescue swimmers, and all Coast Guard programs, for
that matter.

I commend men and women of the Coast Guard, including Admi-
ral Allen and Master Chief Bowen, for the good job they do each
day to protect our Nation, and it is good to have you all with us
today.

And I yield back, Mr. Chairman.

Mr. CuUMMINGS. Thank you very much, Mr. Coble.

Mr. Taylor, you had no opening statement. Thank you very
much.

We now will bring forward Admiral Thad Allen and Master Chief
Bowen.

Good morning, gentlemen, and thank you for being with us.



5

TESTIMONY OF ADMIRAL THAD W. ALLEN, COMMANDANT,
UNITED STATES COAST GUARD; CHARLES W. BOWEN, MAS-
TER CHIEF PETTY OFFICER, UNITED STATES COAST GUARD

Admiral ALLEN. Good morning, Mr. Chairman, Ranking Member
LaTourette, and Members of the Committee. It is a pleasure to be
here this morning. I have a statement for the record that I would
like to submit and a brief oral statement, subject to your approval,
sir.

Mr. CumMINGS. Without objection.

Admiral ALLEN. Sir, the previous hearing we had focused a good
deal on Deepwater, and I am prepared to answer any questions you
may have for that topic today. I would tell you up front that we
are proceeding on task per my previous testimony. We are in the
process of restructuring the contract for the next award time,
which we will have the opportunity to award in June of this year.
We are looking at the feedback from the Inspector General, Gov-
ernment Accounting Office, this Committee and other Committees
about establishing performance metrics, proper criteria for award
fee, off-ramps where we need to do that, and more effective ways
to hold the contractor accountable. We are on time line to return
to this Committee within 120 days from the hearing on the 30th
of January. I look forward to testifying at that time and reporting
out to you, sir.

In the meantime, yesterday and today the chief of my acquisition
shop, Admiral Gary Blore and Admiral Dale Gable, who is our new,
who is our newly designated technical authority for Deepwater, are
personally down on the National Security Cutter looking at the fa-
tigue life issues, modifications that need to be made for the purpose
of closing the issues on the first and second hull, and then being
able to make the proper design changes for the third hull, so we
may proceed this year and be in construction on the third hull.

Prior to any movement forward on any task order related to
Deepwater or the National Security Cutter, we will full consult and
advise the Committees and the oversight bodies of our intentions
to that regard and how we resolve those issues, sir.

I would like to focus on the budget and the authorization bill, the
purpose of the hearing this morning, sir. I was pleased that you
were able to join us at the State of the Coast Guard speech several
weeks ago. At that point, I made the case to the public that was
in attendance and the Coast Guard that we are in a changing
world and that the Coast Guard needs to change with it, and we
actually started that change last May when I assumed command
of the Coast Guard.

We are doing several things simultaneously. We are assessing
the external environment and what we need to do in the future. I
believe we need to pay attention—and we are—to the current
issues that have been raised, and I have said repeatedly that Deep-
water is my responsibility as the Commandant and I will get it
right. However, I don’t think that we should let the tyranny of the
present release us from the responsibility to focus on the future,
and we need to do that and we need to think about what the Coast
Guard needs to be in the 21st century.

I stated at the State of the Coast Guard speech that we released
a new Coast Guard strategy for maritime safety, security, and
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stewardship. This document is intended to lay out the capstone ob-
jectives for my tenure as Commandant and it crosses all mission
and achieves a balance between safety, security, and stewardship,
including new emphasis on security and our legacy missions, and
I would be glad to answer any questions about mission balance as
we move forward.

To be able to be effective in the current operating environment,
we need to be effective as an organization. There are three things
we are looking at, and they are reflected in both the authorization
bill and the budget that is before you. The first is our forestructure,
our people and our platforms, to make them as effective as we can.
The budget before you today includes a base reprogramming that
will assist us in establishing an employable operations group that
will take the Coast Guard’s deployable specialized forces, place
them under a single command, and allow us to do adaptive force
package against problem sets like Katrina, a terrorist attack, or a
manmade disaster.

Additionally, we are looking at the command and control system
in the Coast Guard to make sure it effectively supports mission
execution.

Finally, we are looking at mission support. The whole process of
acquisition reform and our blueprint for acquisition reform, to-
gether with financial reforms and a new look at our logistics and
maintenance system are intended to bring the Coast Guard into
the 21st century on how we conduct business practices. As I stated
at my State of the Coast Guard speech, there are portions of the
Coast Guard that have been run like a small business, and we
need to start acting like a Fortune 500 company.

Finally, the end goal is to achieve balance between the resources
we have and the mission demands placed upon us. Our operational
commanders continually participate in a risk-based decision-mak-
ing process. We allocate the resources to them on scene and em-
power them to apply them to the highest need. The principle of on-
scene initiative is what allowed us to respond during Hurricane
Katrina and save 34,000 lives. That same operational guideline and
that risk management decision plays itself out every day through
the decisions of our field commanders, and I would be glad to an-
swer any questions you may have about how they make those deci-
sions, how that relates to mission balance, and how that translates
into the budget numbers that you spoke about earlier, sir.

Again, I am delighted to be here today, and I would be glad to
answer any questions you may have for me, sir.

Mr. CuUMMINGS. Thank you very much, Admiral.

Master Chief Petty Officer Charles W. Bowen, welcome.

Chief BOWEN. Good morning, Mr. Chairman and distinguished
Members of the Subcommittee. I have submitted a statement for
the record and have a brief oral statement this morning.

It is a privilege to speak to you today about a subject that I care
very deeply about: the U.S. Coast Guard, our missions, and our
people. First, I would like to report to you that the service that I
represent is in very good shape overall and well capable of exe-
cuting our missions. During the past nine months, I have visited
every Coast Guard district with the exception of District 14 in Ha-
waii, and spoken to or in front of at least 9,000 Coast Guardsmen.
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On the West Coast I met a Petty Officer on the Coast Guard Cut-
ter Monsoon who led a boarding party and a boarding that resulted
in the arrest of Javier Arellano-Felix, the violent Mexican drug lord
and the leader of the Tijuana Cartel.

Petty Officer Steven Ruh from Station Oswego swam over 100
years in eight to ten foot seas to rescue a woman who would have
surely died.

I saw CWO Jim Mullinax underway on the Coast Guard Cutter
Baronoff while on patrol near the oil platforms near Um Kassar,
Iraq. He and his shipmates are working incredible hours in ex-
treme conditions, and they are not only keeping the waters off
Iraq’s only port secure, but they are also helping to train Iraqi se-
curity forces in boarding techniques.

Whenever I talk to Coast Guard crews about the future of our
service, I talk in terms of opportunities and challenges. Opportuni-
ties include expanded roles, new equipment, and reorganization ef-
forts that will make us better. Challenges include an aging infra-
structure, including old owned housing, child care, and our health
care.

A very bright spot is recruiting and retention. 2006 was a very
successful active duty recruiting year. We recruited the highest
percentage of minorities and the third highest percentage of women
in history of the Coast Guard. For the Coast Guard, diversity is an
operational necessity. Our retention rates are historic, and 93 per-
§ent and 88.5 percent respectively for the officer and enlisted work-

orce.

Just a quick note about Deepwater. The past several weeks there
have been several hearings devoted to this subject. I won’t even try
to repeat what has already been said, but I will give you my per-
spective from a deck plate standpoint. I know firsthand the impor-
tance of being able to project our Coast Guard presence. I have
been on small cutters that could not reach offshore and we needed
that aging medium endurance or high endurance cutter to reach
that person in distress, interdict drugs, or protect our natural re-
sources.

Deepwater is also a quality of life issue. Our crews live aboard
those cutters over six months of every year. A current 378-foot cut-
ter built in the 1960s has some berthing areas that house 20 to 30
persons at once. In comparison, the largest berthing area on the
NSC will house six personnel at the most. As stated, the art dining
facility and an onboard gym will also improve livability.

To correct my written statement, we removed nearly 287,000
pounds, or 130 metric tons, of cocaine from the transit zone in fis-
cal year 2006, and over 338,000 pounds, or 153 metric tons, of co-
caine in fiscal year 2005. In comparison, from 1993 to 2003, the
interagency seized an average of 109,474 pounds, or about 50 met-
ric tons, per year. To put it more powerfully, in the last two years
alone, we removed twice as much cocaine as we cumulatively seized
in all of the years from 1994 to 1998.

Thank you for the opportunity to appear before you and thank
}(::)u fgr all that you do for the men and women of the U.S. Coast

uard.

Mr. CuMMINGS. Thank you very much. We appreciate both of
your testimonies.
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Admiral Allen, I want to also compliment you on your State of
the Coast Guard speech. I was very glad to be there. I thought it
was very enlightening and I thought it very practical, and you
showed a tremendous amount of vision, and we want to make sure
you help—want to help you get there.

Over the past seven years, the Coast Guard’s operating budget
has grown substantially, from $2.7 billion to a figure that is now
approximately $5.5 billion. At the same time, by the Coast Guard’s
count, the total number of full-time equivalent positions has grown
just 18 percent.

Admiral, do you believe that you have the right number of people
to manage the growth in your operations? And do you believe you
have the expertise?

Admiral ALLEN. I believe with the increments that are provided
each year, as long as the FTE matches the increased funding, we
are going to be fine, and I am good to go with the numbers that
are presented in the budget this year. That is not to say we don’t
have challenges moving forward, and I will be working with the
Department of Homeland Security and OMB to fashion a fiscal
year 2009 budget that is line with the State of the Coast Guard
speech that I gave.

One of the reasons the budget that is presented to you this year
may seem flat-lined compared to previous years, I believe we need
a source-to-strategy. I believe you have to have an in-state of mind
when you go up and ask for resources, and in the last eight
months, in putting together the Coast Guard’s strategy and focus-
ing on base realignment of the Coast Guard, I have tried to posi-
tion ourselves to move forward to have a higher level of credibility
and a linkage between what we are trying to accomplish out there
and buying down risk and the resources that I am coming to you
and requesting.

One of the perennial problems in the Coast Guard is we are a
multi-mission organization. The good news is you can put one cut-
ter out there and do five missions, you don’t have to have five cut-
ters. The downside is you can only do one or two missions at a
time. So if anybody asks me could I use more people, the answer
is always yes, because if you give me more, I will more effectively
apply those than probably any organization in Government. But
there has to be a balance of the infrastructure and the competency
and how we apply those resources. We know when we grow too fast
we have juniority problems, where we will have people in grade
and time in service at a much junior level than we had in the past.
So I think there is a balance we need to achieve there.

As we move forward, I will be willing to work with the Com-
mittee and pass on any recommendations I may have for where
growth needs to take place in the Coast Guard. But, as I said, for
fiscal year 2008, coming in as the Commandant, my goal was to
take, as we would call, a round turn on our base. And if you will
notice, there is an on-budget base reprogramming forestall of $80
million to centralize the personnel account and then $132 million
to align the funding and the personnel we need to establish the
deployable operations group.

So I would categorize this year’s budget as a base management
budget, and I fully expect that, as we go forward, I will make my
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needs known to the Department and the Administration as we
move forward, sir.

Mr. CUMMINGS. On that note, on that note, one of your requests
I think is that you have four vice admirals. Is that accurate? Is
that right?

Admiral ALLEN. Yes, sir. This is the authorization bill that we
put up, sir. What I am requesting is to establish parity with how
vice admirals are assigned with DOD. It would also allow me the
flexibility to achieve some of the reorganization goals that I laid
forward in the State of the Coast Guard speech. Right now, vice ad-
mirals in the Coast Guard are assigned and confirmed to a posi-
tion. I would like the flexibility, subject to the confirmation of the
Senate—which they will still have the authority to review—to have
more flexibility on how we assign vice admirals, and I would like
to increase the number by one, sir.

Mr. CuMMINGS. Okay. And so the difference would be between
now—if you get what you want and what is going on now, what
is the difference?

Admiral ALLEN. The major difference is I am proposing to create
a mission support organization in the Coast Guard. Included in
that is the new acquisition organization and the new chief
sustainment officer and the ability to manage our platforms more
effectively and efficiently. This will allow me to establish a senior
technical position at the three star level. It will do two things: it
will provide higher level oversight of mission support in things like
the Deepwater acquisition; it will also allow a path to promotion
for our technical people to the three star level, sir.

Mr. CumMMINGS. Will you provide us with a proposed organiza-
tional chart showing this, showing what you just

Admiral ALLEN. Would be happy to, sir. Yes, sir.

[Insert follows:]
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Mr. CuMMINGS. First of all, I don’t want something you said to
go unnoticed, when you talk about how you are presenting your
budget and basically trying to not ask for things that you don’t
need at this moment. I must tell you that that is refreshing and
we appreciate that, because we want to make sure, as you have
heard me say 50 million times, we want to make sure that the
public’s money is spent effectively and efficiently. So I really appre-
ciate that.

Talking about personnel, do you believe that the head of the ac-
quisitions functions should be a member of the Coast Guard or a
civilian?

Admiral ALLEN. Actually, I think you would need a mix of both
skills, sir.

Mr. CUMMINGS. Say that again?

Admiral ALLEN. You need a mix of both skills.

Mr. CUMMINGS. OKkay.

Admiral ALLEN. You need the operational experience and the
technical competency that we embed in our officers as they grow
up through the Coast Guard, and somebody rising to that level has
about 30 years experience and would be able to apply that to great
advantage to the Coast Guard. On the other hand, there are issues
of continuity, longstanding procurement expertise, and so forth.
That is the reason what we have tried to do in the acquisition orga-
nization is have both a military member and a deputy as sort of
the senior executive service. And, in fact, two or three of the last
hires that we have made into our technical community have been
folks that have come from places like the Naval Sea System Com-
mand, where we are trying to acquire civilian competency that pro-
vides continuity, and then overlay that with military experience,
sir.

Mr. CUMMINGS. And so do you believe that the chief financial of-
ficer should be a member of the Coast Guard?

Admiral ALLEN. Yes, I do, sir, because ultimate accountability,
chain of command, and the accountability of the senior officers to
me, the way it is currently constructed is the chief of our CG-8 or-
ganization is designated as a chief financial officer. We are in the
process of hiring a deputy CFO who will be a civilian senior execu-
tive, sir.

Mr. CuMMINGS. With regard to Deepwater, are we going to be
able to stay within that $24 billion budget, do you think?

Admiral ALLEN. Sir, I am not sure we are going to be able to an-
swer that question completely until we get some of these first arti-
cles out and tested, and then we are going to have to make some
tradeoffs. If for some reason there is cost growth and we intend to
stay within that cap, then we may be looking at less units or an-
other way to acquire those units. I am ever mindful of that. That
is the target and I think I need about a year under the new re-
gimes we are putting in place and looking at the options we have
to acquire things, especially after we have demonstrated first arti-
cle performance, whether or not we should go bilateral with the
contract rather than work through ICGS, and use that as a basis
for revising our cost estimates and whether or not the $24 billion
is accurate. But I would like to tell you that we need took at dif-
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ferent mechanisms by which we can drive cost out of the procure-
ment overall, sir.

Mr. CuMMINGS. All right, now, let’s go back for a moment. If we
were to—you just said something that just kind of rang some bells
in my head. You said something to the effect that we might have
to reduce what we want basically. Is that what you just said?

Admiral ALLEN. Well, sir, if you keep the baseline where it is at,
at $24 billion, and you have cost growth and you don’t change the
baseline, you are going to buy less.

Mr. CUMMINGS. Right. I understand that.

Admiral ALLEN. Or you have to extend the baseline cost. What
I am saying is that under the changes we are looking at in the con-
tract structure and our options as far as competition and all that
sort of thing, I think in the next six to twelve months I can give
you a more accurate assessment of whether or not the changes we
are making now can actually drive cost out of the total top line of
the procurement.

Mr. CUMMINGS. I have got that.

Admiral ALLEN. Yes, sir.

Mr. CuMMINGS. This is where I am going with this. One of the
things—one of the reasons why we even came up with the Deep-
water program was so that we could make sure—I know it started
pre-9/11, but particularly post-9/11 we wanted to make sure that
our military had the best equipment to do the job that they have
to do. And this is a theme that is, by the way, not only running
through the Coast Guard, but all of our services. I mean, that is
a major concern I think of probably every single Member of Con-
gress.

And so when—if we have to reduce our acquisitions, then the
question becomes are we—it is logical, I think, that we are then re-
ducing our capability of doing the missions that you have been
mandated to do. So I guess what I am looking at—and I under-
stand you need more time to figure out where this is going, but I
am interested to know how the negotiations are going. We are in-
terested to know what is happening without—I don’t want to inter-
fere with the negotiations, but I am interested in knowing how
Northrop Grumman and Lockheed Martin, are they working with
you, trying to deal with the issues that we have been talking about
for the last few months.

And I am wondering whether or not there are any concessions
with regard—I mean, we noted their bonuses have been paid—were
paid a while back. We want to know where all of that is because,
again, what we are trying to do is take the American people’s
money and protect them with their own money. That is what we
are trying to do, trying to spend that money effectively and effi-
ciently. We simply want what basically is standard contract law to
happen. We want to make sure that when we give money, that we
get a product back that works.

So where are we with your negotiations? Because I think that is
critical, where those negotiations are, because we cannot just keep
throwing money and throwing money. The American people are not
going to stand for it, nor will this Congress.

Admiral ALLEN. Yes, sir. The process was intended to come up
with a range of suggestions to both myself and the two CEOs, and
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the culmination of the work that has been going on was the trip
yesterday to Pascagoula with the chief of Deepwater and our tech-
nical authority. The specific purpose of that trip was to come to clo-
sure on the technical solutions for the fatigue life issue as part of
settling all issues relating to the first and the second hull, as a
prelude to being able to issue a task order for the third NSC hull,
sir. So we are almost at closure on that. I would be glad to provide
you a complete technical briefing and where we are at in the nego-
tiations, sir.

Mr. CUMMINGS. I am going to end my questions because I want
the other Members to have opportunity, but let me tell you some-
thing. The Homeland Security IG has a major issue with this fa-
tigue life situation. He is of the firm belief that we are not getting
what we contracted for. He has heard your explanation; he has
readlall kinds of material; I guess he has talked to a number of
people.

But one of the most disturbing things that he found, he felt
that—and he believes very strongly—and he will be here—he will
be sitting where you are in a few minutes and I am sure he will
say this—is that he does not believe, when it comes to fatigue life,
that we have gotten—we are not getting what we bargained for. Of
all the points that he was most upset about, it is that one, and he
feels that, for some reason, we started off with a certain fatigue life
and then some folks played with the words, and the next thing you
are know we are not getting what we bargained for.

Would you comment on that? Because I want to make sure that,
when he comes up here, I can tell him what you said.

Admiral ALLEN. Yes, sir. The only issue raised by the Inspector
General regarding the National Security Cutter has been fatigue
life. There has been no audit on the capability, the quality of life
improvements that the Master Chief talked about. The single issue
with the National Security Cutter and the Inspector General is the
fatigue life, and I believe you are alluding to two issues, and I will
take them separately.

One of them is I think there is an issue on how underway days
were defined, and I will talk about that.

The other issue is Northrop Grumman constructed this ship
through a traditional military combatant process using what they
call data design sheets. Our engineers felt that that basis for con-
struction introduced some risk in terms of hull fatigue. They
sought a modeling system that had not been applied called finite
element analysis that replicate the action of waves on the hull over
the lifetime of the hull. That led our engineers to believe that it
might not achieve the fatigue life expected of the ship. That wasn’t
to say that you would launch it and something would happen im-
mediately; it is almost like you ask for—you thought you were get-
ting 80,000 mile Michelins and you got 60,000 Good Years, and
how long would it last. And that is where the discussion has come
in.

Northrop Grumman believes that they have met the requirement
in the ship they have offered us; we don’t think they have. That
is why our chief of Deepwater and our technical authority are in
Pascagoula. That is a seminal issue that has to be resolved, codi-
fied, either contract changes made, concessions made and com-



14

pletely spelled out about how we are going to move forward. It in-
volves strengthening certain parts of the ship to make sure that,
as the forces are subjected to the hull over the lifetime of the ship,
that we won’t see stress cracking and a loss of structural integrity
on the ship, sir.

The second issue was something that was not clear in the con-
tract but understood by both the Coast Guard and the contractor
and required clarification for the Inspector General, and it is the
difference between what is a day away from home port and what
is a day in the operating area. These vessels have been crewed to
be able to operate 230 days a year away from home port. Our cur-
rent cutters operate 185 days a year away from home port. With
transit times, dry dock time, port calls for logistics, you do not yield
230 days on station from 230 days away from home port, it is clos-
er to about 185 or 190.

The contractor that was directed to do the finite element analysis
was not given any guidance; he therefore took 230 days and ap-
plied that as if we were on station subject to all the wave action,
which results in a far greater requirement for strengthening the
hull over 30 years than you would for 185 days. Our technical au-
thority—this is not Northrop Grumman or the Deepwater Program
Office—our technical authority went back and corrected that that
should be 185 days. We then went back and clarified, to the extent
there was any misunderstanding by the IG or it was vague in the
contract, we actually modified the contract to make sure everybody
knew that we were talking about 185 days on station per year.

Mr. CUMMINGS. Just to leave you with this. When we have the
IG who says, United States Congress, the people of this Country,
through the Coast Guard, are not getting what they bargained for,
that is a problem.

Admiral ALLEN. Yes, sir.

Mr. CuMMINGS. That is a major, major problem. We rely on the
IG; we trust the IG, I think most of us. They have nothing to gain;
they are just trying to do their job. So I just—again, as I said—
and I think you

Admiral ALLEN. Sir, we don’t argue with the issue of fatigue life.
It has got to be resolved.

Mr. CuMMINGS. Okay. All right, so we are trying to be consistent
with the IG, is that what you are trying to say to me?

Admiral ALLEN. There was inconsistent interpretation of whether
the ship should be subjected to wave action for 230 days or 185
days a year. It was commonly understood between the Coast Guard
and the contractor that it was 185 days. The IG interpreted the
contract as saying 230. There is a different—and it was stated dif-
ferent ways in different parts of the contract, and we have clarified
that.

Mr. CUMMINGS. Now, did you all ask the Navy to do the analysis
on the basis of 230 days?

Admiral ALLEN. We submitted a work order to the Naval Surface
Warfare Service at Carderock and asked them to do a finite ele-
ment analysis. The work order did not specify the number of days
and they interpreted it to be 230. When we received the report, we
adjusted it to 185, which this is a scaling of the results. And I
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would be glad to produce a detailed answer for the record on that
that is certified by my technical authority, sir.

Mr. CuMMINGS. I would like to have that only, like I said, be-
cause the IG—and I know that he is very, very, very upset about
this and very concerned.

[Insert follows:]
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Naval Surface Warfare Center-Carderock Division (NSWC-CD) performed a structural
assessment of the National Security Cutter (NSC) to address the adequacy of several
critical structural areas on the NSC. The assessment assumed that NSC underway
condition assumptions would be reasonably “bracketed” by expected wave height
conditions of the Gulf of Alaska and general Atlantic, using a notional model of the cutter
being underway 230 days per year. Based on (1) these assumptions, (2) coarse-mesh and
fine-mesh finite element models and (3) subsequent analysis, NSWC-CD concluded the
NSC would experience fatigue cracks well before the NSC reached its 30 year service
life.

Using the Operational profile models provide by the Coast Guard Office of Response
{Deepwater Sponsor’s Representative) that reflect the Coast Guard’s intended operational
tempo of the NSC and the terms of the performance specification (P-Spec) the Assistant
Commandant for Engineering and Logistics Resources (CG-4), in a 23 June 2006 memo
to the Deepwater PEOQ, stated that 230 days underway was in excess of the operational
requirement. [fthe NSC is away from homeport 230 days per year and after correeting
for the time the cutter is in port for training, logistics, scheduled and unscheduled
maintenance, the NSC would actually be underway for 170 to 180 days of operation per
year in the North Pacific or general Atlantic. CG-4 therefore recommended that no fewer
than 170 days be used as the operational profile for subsequent fatigue life calculations.

Based on these more specific criteria, NSWC-CD performed updated fatigue load and
finite element models. Data from these models, plus reviews and inputs from structural
experts {rom the CG-4’s Engineering and Logistics Resources Coast Guard Engineering
and Logistics Center, established maximum permissible stress levels for the NSC. These
stress levels serve as the Coast Guard’s basis for the design of structural modifications to
the NSC to attain a 30 year fatigue life.

During this entire discussion with Carderock and through final adjustment by the Coast
Guard Technical Authority, the Days Away From Home Port operational requirement for
the NSC was never changed, nor does the Coast Guard contemplate doing so.
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Mr. CuMMINGS. Mr. LaTourette.

Mr. LATOURETTE. Thank you, Chairman.

And welcome again. I want to go over just some parts of the
President’s budget that I think I highlighted in my opening re-
marks, and the first is on the shore-side facility funding.

Although the request for this year is about $16 million higher
than last year, in going back over previous periods, there was a six
year period, from 1995 to fiscal year 2000, the Coast Guard re-
quested an annual average of about $73.5 million for those facili-
ties, together with navigation facilities. During the next six-year
period, from 2001 to 2006, the Coast Guard sought an average of
only $30 million for the same programs.

My question—just three quick questions. What accounts for the
reduction? Has the Coast Guard dramatically reduced its shore-
side aid and aids to navigation holdings? And do the upgrades
made during the more robust period still meet the operational
needs of the Coast Guard today?

Admiral ALLEN. Sir, we took a hit in the early 2000s in the shore
account. A lot of that had to do with the negotiations that were
going on regarding the awarding of the Deepwater contract against
a constrained funding ceiling. In fact, there were a couple years
there, because of the negotiations moving the budget forward, the
funding was probably inadequate.

We have raised that to $37 million this year. In future years—
I have already talked with the Secretary and the Deputy Secretary
about this—we need to grow this account, sir. It is underfunded
and we need to move it up in future years.

Mr. LATOURETTE. Thank you.

The other issue that I mentioned, one of the other issues was the
polar icebreaking operations. The President’s budget does not in-
clude funding for personnel or operations aboard the service’s three
polar icebreakers for 2007. The President’s budget also does not in-
clude any funding to address recommendations to maintain Federal
polar icebreaking capabilities that were made to Congress in the
statutory report. There was a report in January of this year to the
Committee that states that the Coast Guard is working with the
Administration to review that report.

One, when will the review of the report be complete? Two, how
does the transfer of this funding affect the Coast Guard’s capability
to plan and budget for polar icebreaking missions aboard Coast
Guard vessels? And then, lastly, is the National Science Founda-
tion required to provide funding the Coast Guard for this service
or can it choose to contract out with other parties or even foreign
nations to engage in this activity?

Admiral ALLEN. Yes, sir. First of all, several years ago the base
funding for the operation of polar icebreakers was transferred to
the National Science Foundation. That has required us, on an an-
nual basis, to justify cost to them and negotiate a fund transfer to
operate our icebreakers. In effect, we own the crews and the cut-
ters, and they own the funding on an annual basis to do that.

My own opinion is that is very dysfunctional, but that is what
@. It proved itself this year; when appropriations were passed for
the Department of Defense and Homeland Security, the rest of the
Government was submitted to a continuing resolution, and that
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would include the National Science Foundation. Now, we have ad-
justed that for this year, but that is just one indication about this
process and how it is very problematic in how to execute.

Moving forward, I believe if the Coast Guard is going to operate
polar icebreakers, we should have the funding in our base, whether
it is adequate or not, and then we will operate. I would rather have
the flexibility and the money, even if it is not enough, then to try
and do a cross-agency transfer, because it is very problematic.

In regard to the longer polar icebreaker issues, the National
Academy of Sciences produced a report last September that vali-
dated the need for three polar icebreakers which the Coast Guard:
the Healy, which is basically an Arctic research vessel; the Polar
Sea; and the Polar Star.

Moving forward, we believe there is a decision point coming down
about the recapitalization or the refurbishment of the Polar Sea
and the Polar Star. It is not a this year budget issue, but it is a
this year policy issue in how we are going to proceed in the future.

We have been partnering within the interagency, Department of
State and other entities, to take a look at the current policy envi-
ronment for polar icebreaking, both Arctic and Antarctic, especially
in view of the shrinking Arctic ice cap, access to routes from Russia
to Asia over the top of the Western Hemisphere rather than
through the Panama Canal, and the likelihood of increased ship-
ping. We think there are issues up there regarding search and res-
cue, environmental response, and even issues of national security.
We think this is a policy issue that needs to be addressed right
now, and we look forward to doing that over the next 12 to 18
months, and then following a policy discussion with authorization
and budget recommendations, sir.

Mr. LATOURETTE. Okay, thank you. And just sticking with the
icebreaking theme for a minute, I want to—I will thank you a little
bit later, but publicly thank you and Admiral Crowley of the 9th
District and the skipper and the crew of the Neah Bay for the relief
that they gave my constituents last week, a really great effort. I
mean, the Neah Bay had to come out three times because the ice
in the lake was so tough, and it was helped by the Ridgely from
Canada. So I thank you, and I thanked Admiral Crowley yesterday.

My last question is in your testimony, figure 1 on page 5 of your
testimony includes a list of statutes and acts under which the
Coast Guard operates. The list is part of the explanation of the new
Coast Guard strategy for maritime safety, security, and steward-
ship. It is of concern to me that none of the provisions in Title 6
dealing with vessel safety and documentation or merchant mariner
credentialing appears on the chart. As you know, the Subcommittee
has been long concerned with that, and I think my question is, is
the failure to mention this important provision of Title 46 an over-
sight or should the Subcommittee be concerned that maritime safe-
ty is suffering at the hands of increased attention to homeland se-
curity?

Admiral ALLEN. Sir, I can guarantee you it was not an act of
commission. That chart in the—I am assuming you are referring to
the maritime strategy chart. That was a representative example of
statutes, and whether you call it omission or oversight, there is no
intention to walk away from those missions, sir.
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Mr. LATOURETTE. Okay. Thank you very much.

Thank you, Chairman.

Mr. CuMMINGS. Mr. Coble?

Mr. CoBLE. Thank you, Mr. Chairman.

Thank you, Admiral and Master Chief. Admiral, let me first of
all insert my oars into back home waters involving a program that
was included in the previous authorization bill which created a
pilot program in Camden County, North Carolina. Specifically, Sec-
tion 401 authorized the creation of a Coast Guard junior reserve
officer training corps at the Camden County High School. To date,
that program has received no funding. Given inclusion in the au-
thorization, Admiral, what level, if any, of involvement has the
Coast Guard had with the Camden County Board of Education and
the Camden County commissioners to reach an agreement on how
to move the pilot program forward? And if an agreement was
reached between the principals, would you be inclined to rec-
ommend funding to support the program?

Admiral ALLEN. Sir, if it is okay, I will get the latest status on
that and answer for the record, but I do have a couple thoughts to
pass, if that is okay.

[Insert follows:]
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The Coast Guard has had no involvement with the Camden County Board of Education
or the Camden County Commissioners concerning the creation of a Coast Guard Junior
Reserve Officer Training Corps pilot program in Camden Country, North Carolina.
Currently, the Coast Guard lacks the available managerial overhead to manage a program
for civilian adolescents (liability, curriculum accreditation, child protection).
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Admiral ALLEN. We do have, as you know, a very successful Jun-
ior ROTC program down in Miami, Florida, the Mast Academy; it
is a magnet school for marine science and technology, and that has
become a great feeder school for Academy applicants. And, in fact,
a year or so ago the regimental commander at the Academy actu-
ally came out of that JROTC program. We know the value of those
programs.

With my sabbatical down in New Orleans and Baton Rouge last
year, I became disassociated from that particular initiative, and I
would like to get back to you and give you a response to your ques-
tion, sir.

Mr. CoBLE. I think the beauty of the Camden County locale is
the proximity, as you know, of the support center at Elizabeth City
and the various commanders there.

Admiral, I think you have touched on this, but give us some ex-
amples of major decisions that were made regarding Deepwater
where it has been reported that the Coast Guard did not follow In-