Stenographic Transcript
Before the

Subcommittee on Seapower

COMMITTEE ON
ARMED SERVICES

UNITED STATES SENATE

TO RECEIVE TESTIMONY ON THE STATE OF CONVENTIONAL
SURFACE SHIPBUILDING

TUESDAY, MARCH 25, 2025

Washington, D.C.

ALDERSON COURT REPORTING
1029 VERMONT AVE, NW
10TH FLOOR
WASHINGTON, DC 20005
(202) 289-2260
www.aldersonreporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

TO RECEI VE TESTI MONY ON THE STATE OF CONVENTI ONAL SURFACE

SHI PBUI LDI NG

Tuesday, March 25, 2025

U S. Senate
Subcomm tt ee Seapower
Comm ttee on Arned Services

Washi ngton, D.C.

The comm ttee net, pursuant to notice, at 2:31 p.m in
Room SR- 222, Russell Senate O fice Building, Hon. Rick
Scott, chairman of the subcomm ttee, presiding.

Comm ttee Menbers Present: Senators Scott [presiding],

Sul | i van, Sheehy, Kai ne, Shaheen, Blunental, and King.
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OPENI NG STATEMENT OF HON. RI CK SCOTIT, U.S. SENATOR
FROM FLORI DA

Senator Scott: The hearing will come to order. Thank
you each of you for being here. |It’s ny hour to serve as
chair of this inportant subcommttee and | | ook forward to
wor ki ng with ny col |l eague, Ranking Menber Kaine from
Virginia, to ensure Navy has the ships and resources they
need. The Navy's very significant to both of us.

First off, I want to introduce our wtnesses. W're
joined by three experts in the state of our nation's able
shi pbui I ding, starting with Dr. Brett Seidle, who serves as
the Acting Assistant Secretary of the Navy for Research
Devel opnent and Acquisition and is responsi ble for the
overal | managenent for shipbuilding prograns. N ce, easy
time.

Next, is Vice Admral Janmes Downey, who serves as the
commander of the Naval Sea Systens Conmand, providing
technical direction, contracting authority, construction
oversight, and other critical functions for Navy
shi pbui | di ng.

And, finally, Shel by Cakley, who is the director for
Contracting and National Security Acquisitions at the
Gover nment Accounting O fice, where she has reviewed our
shi pbuil ding efforts extensively. Thank you again for being

here and thank you for what you service to our country.
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So many of you have heard ne tal k about ny father, ny
dad. |I'mblessed. | have ny doctor dad, he was crazy. He
joined the Arny very young, underage. He was one of 3,000
Americans who did all four conbat junps for the Second Worl d
War. | think he got paid nore to do junps. He thinks about
80 out of 80 people cane back alive. He told nme the Germans
were bad, the foxholes were bad, the food was bad, so |
joined the Navy. But |I'mproud he did, he did all four
conmbat junps with the 82nd airborne that they did, and then
fought in the Battle of the Bul ge.

| thought the food was going to be better, but it was
really not very great. | served as radarman aboard the
US S dover. [|I'mproud of being a Navy veteran, but we can
all acknowl edge that he's facing significant chall enges and
in need of a turnaround. President Trunp has nade cl ear
that his admnistration is focused on making our military
the lethal fighting force it should be, and I'm glad we have
a President focused on this.

In the past few years, unfortunately, we've seen the
Navy failing to recruit, pass the audit, and nost rel evant
to our discussion today, deliver ships on tinme and on
budget. In the last five years, 41 ships were delivered to

the Navy. O those 41 ships, only four were delivered on

time and on budget. It's 9.7 percent. So, |'m a business
guy, | built businesses. No one would consider |ess than 10
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percent success, acceptable. 1In the private sector
sonet hi ng woul d' ve changed. You woul dn't keep using the
sane conpany, a conpany woul d probably go bankrupt. You
clearly change peopl e out.

Yet, over the past four years, we' ve seen the Navy
failing to inprove ships, innovate or deliver things on tine
and on budget. As a failure to the Anerican peopl e expect
their federal governnent to use their tax dollars w sely and
expect their Navy to be on the cutting edge of innovation to
defend our national security.

W clearly have to nmake sonme changes. | think ny
col | eague, Senator Kaine, is in the sanme position. W want
to do everything we can to help with a turnaround and we got
to do it fast.

In today's Subcomrittee on Seapower hearing, we wll
provi de oversi ght on our navy's conventional surface
shi pbui l ding efforts, see why our naval readi ness and
shi pbui l ding are falling behind conmuni st China, and
under stand how we can work to rapidly change course.

| have serious concerns about the chall enges to our
maritime dom nance. The United States is |osing ground
unfortunately to communi st China in naval power, and our
shi pbuil ding enterprise is failing to keep up. Conmmuni st
Chi na Navy has 370 ships and submarines with over 150 nmmj or

surface conbatants, and they continue to pioneer innovative
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designs like | arge, unmanned surface vessels and carriers
for unmanned aircraft.

In contrast, the United States has failed to capitalize
its naval ship building since Ronald Reagan | ed the
producti on surge over four decades ago. Qur service
conbatant fleet is growwng old with the average age of our
shi p exceeding 20 years, neanwhile, prograns intended to
noderni ze our force have conpletely failed.

The Cruise replacenent program the Littoral conbat
ship, the Zumnalt-cl ass destroyers, its failure to
noderni zed forced us to restart production of ol der DDG 51
Arl eigh Burke class ships as a tenporary fix, even though
t hese ships were already desperately in need of innovation
to begin wth.

What's even nore concerning is that we don't seemto be
| earni ng fromour m stakes or taking any significant steps
to inprove the process. Take the Constellation-class
frigate, once intended as an affordable and mature design,
as a glaring exanpl e of our ongoing chall enges. Qur recent
GAO report attributed the programs failures to an i mmature
design, with constant weight growth and sl ow approval
processes that have del ayed the | ead ship by at |east three
years. This crisis extends beyond conbatant ships. Qur
| ogi stics and support fleet, including oceanographic ships,

towi ng and sal vage ships and fleet oilers, suffer fromthe
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same system c failures.

The common thread here is ships aren't being delivered
on tinme, they' re way over budget, and too often they aren't
what we wanted. We're past the tinme for gradual change; we
need to take i medi ate bold transfornative action to change
how t he Navy acquires ships in the entire design and
bui |l ding process. [|If we don't, we're going to continue
falling behind our adversaries, the stakes could not be
possi bly be higher. Conmuni st China, unfortunately, their
governnent has chosen to be our eneny. And it's our job to
ensure the United States Navy has the tools and ships it
needs to be ready for whatever may cone.

Throughout today's hearing, | ask our w tnesses to put
all options on the table, because if we do not act
decisively, the United States risk being a second rate,
naval power, unable to defend our interest or deter
aggression increasingly in dangerous world. |I'd nowlike to

recogni ze Ranki ng Menber Kaine for his conments.

STATEMENT OF HON. TIM KAINE U. S. SENATOR FROM VI RA NI A
Senat or Kai ne: Thank you, Chairman Scott, and thanks
to all the witnesses and everybody who's here to tal k about
this inportant topic. | |look forward to working together as

your Ranking Menber in this subconmttee. And you're right
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that both of us personally, you as a Navy Veteran and nme as
the father of a Marine, but also because of our state’s
equities, care very deeply about the seapower m ssion.

"Il acknowl edge the sane thing that | acknow edged at
the hearing | ast year, that the hearing takes place during
an extraordinary tine for the U S. Navy. And let's start
W th sone positives. Attacks continue on comrercial ships
in the Red Sea. That's not a positive, but our nation
sail ors have denonstrated absolutely remarkable ability to
def end key shipping |anes that permt gl obal conmerce,
battling back agai nst a heavy arsenal of attacks fromthe
Houthis. And we appreciate the bravery of the wonen and nen
who sail themto those waters and the skill and conpetence
t hat they've shown over the |ast many nonths.

But we know that the Navy today is not operating at
readi ness levels to match the threats we face around the
world. W had the hearing in the full commttee two weeks
back. The Vice Chief basically said that we have an 80
percent readi ness standard for ships and subs. It's
somewhat conplex the what that nmetric nmeans, but the bottom
line is we're at about 62 percent to the 80 on surface
ships, 67 percent to the 80 on subs. W've seen sone
| nprovenent in mai ntenance, but on the construction side,
we're not where we need to be.

G ven the change in adm nistrations, the first year of

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

the adm nistration, we never get the budget in February.

So, we don't have the budget request for FY26. So, | can't
yet comment upon how that budget m ght address the issue of
readi ness. But we're here today to discuss the state of the
i ndustrial base that supports the conventional Navy, how the
Navy is supporting the base, and what we need to do to
support it in the future.

The Navy's industrial base is not in great shape. |
don't say any of that to attack either the Navy, the Navy
Wi t nesses, or the industrial base. W have fantastic
i nnovators, but bottomline for a series of reasons, whether
it's supply chain challenges, workforce chall enges,
inflation, not sufficient attention to the way to allocate
the work anong those wth the capacity to do it. W're not
nmeeti ng our needs.

Despite the best efforts of your predecessors, we have
wat ched as the performance of Navy ship buil ding has
degraded across the portfolio. And we know that the pacing
threat fromthe Navy is nuch nore stressing than this
everyday threat that we're seeing in the Red Sea. The Indo-
Paci fic and other theaters have critical challenges for us.

There are sone success stories: the anphi bi ous warship
and destroyer productions are noving forward at pace. But
Virginia Cass Sub, Colunbia class sub, the frigate program

that the chai rman nenti oned and others, we've got real
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i ssues. | ama nenber of the Health Education Labor Pension
Commttee, and I'msort of particularly focused on workforce
chal | enge.

And | will just state up front, I'ma little bit
worried on the supply chain side and the cost side. Wat a
regi me of conprehensive tariffs agai nst products around the
world wll do this, the cost of sonme of the inputs that
could make this nmatter even tougher. There are areas where
noney is going to be needed, but there's al so areas where
nore noney is not going to be enough to make the difference,
or at |east not enough of one fast enough to neet the needs
that we have. And so, it's a matter of doing things better.

And so, we have to be open to new approaches, admt
what we have been doi ng needs to change and inprove if we
want a better outconme. M. Qakley, the GAO report that you
i ssued recently, it was long, but ny punchline was if we
keep doi ng the sane thing we've been doing and expect that
the results will nmagically be better, we're living in a

fantasy world. We're not going to get better results unless

we're willing to enbrace change.

So, | look forward to the discussion today with the
Chai rman and our colleagues. And with that, | yield back.
G eat.

Senator Scott: Thank you, Senator Kaine. Now we'l]l

hear from Dr. Seidle.
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STATEMENT OF DR. BRETT A. SEI DLE, ACTI NG ASSI STANT
SECRETARY OF THE NAVY FOR RESEARCH, DEVELOPMENT, AND
ACQUI SI TI ON

Dr. Seidle: Thank you Chairman Scott, Ranking Menber
Kai ne and di stingui shed nmenbers of this subcomm ttee, good
afternoon. | sincerely appreciate the opportunity to be
here today to address the state of conventional U. S.
shi pbui | di ng.

| amcurrently the Acting Assistant Secretary of the
Navy for Research Devel opnment and Acquisition and prior to
assumng this role in January, | spent half ny career in the
private sector |eading manufacturing organizations for
General Motors and Alcoa. The other half of ny career has
been spent | eading the Naval Research and Devel opnent
establ i shnent and since arriving in DCin 2020, |'ve al so
spent time serving as the executive director of NASSCO for
| eadi ng our nation's public shipyards.

First and forenost, today, | fervently believe our Navy
has never been nore inportant than it is right now. The
United States projects its presence around the gl obe via our
Bl ue Water Navy inpacting geopolitical decisions on a daily
basis and hel ping to maintain our way of life.

Leading in the Navy has resulted in a very purpose-
driven life for me and | believe it's a m ssion that

resonates with all of us who serve. That m ssion ensuring
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t he nen and wonen of the arned services conme hone safely,
that our sailors and nmarines are never in a fair fight, is
both notivational and inspirational for nyself and the rest
of our acquisition team

| mentioned recently that we have fielded the finest
navy ever assenbled in the history of the world, and |
believe that is still true yet today. Qur Navy's
performance these past three years has been in a word,
out st andi ng del i vering on engagenents fromthe Red Sea to
the Western Pacific, and | have been proud to be a part of
the teamthat hel ps make that possible. And for the nen and
wonen of this body and the thousands of enpl oyees who nake
up our acquisition enterprise and industrial partners, you
have ny heartfelt thanks for delivering on that perfornmance.

But today, | have a bounce in nmy step for another
reason, because not only do we have to performmlitarily,
but we are also in an economc battle with our adversaries.
Nations build wealth when they build products. And strong
manuf acturing base is key to econom ¢ buil dup.

Today, we once again recogni ze the need to reinvigorate
and awaken the industrial mght of our nation, and | can’'t
think of no better place to start than our ship building
enterprise. | truly amnore excited about this chall enge
than anything |I've been involved in during the past 40 years

and it is way past tinme that we get after it. | have been

11

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

12

asked if it's just too hard to find people that want to do
the work of ship building, that the work is too difficult,
too hot, too cold, too dirty. | find that assertion to be
patently fal se.

The human condition is the sane as when | was a kid.
Peopl e want a fair wage. They want to be respected for the
work that they perform They want to have a m ssion they
support that's bigger than their life. And I think
supporting our Navy checks all those boxes.

| have visited our shipyards and it was confirm ng of
ny beliefs and rather than being discouraged, | cone away
enbol dened fromwhat | saw. Because there | net industri al
partners and | eaders | respect, enpl oyees who were
passi onate about our Navy and their role in supporting this
country and | also saw | atent capacity that can be tapped to
make a real difference.

Having said all the above, we clearly have significant
chall enges in our ship building enterprise. Sinply put, we
need nore ships delivered on tinme and on budget, and we are
chall enged in both of these arenas. Costs are rising faster
than inflation, and schedules on nultiple prograns are
del ayed one to three years |late. W need increased
noderni zation, infrastructure investnent, better workforce
hiring and retention, and inproved supply chain perfornmance.

And nmy commitnent to this body is that our industrial
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partners and |, with your strong continued support, plan to
get after these issues and will behave as if the fight is
t oni ght .

| also believe the relationship between this body and
our industrial partners is central to our success and
solving the problens already nentioned. |In each of these
three groups, individuals get up every day, passionate about
solving the problens in front of us wwth simlar goals and
aspirations, albeit different perspectives.

And in that vein, this conmttee has ny passionate
comritnent to be an outstanding partner, to | ook forward and
drive change, to build the connective tissue with our
I ndustrial partners-instrunental to our success, and to
rei nvi gorate our manufacturing base to drive the econom c
engi ne of this country.

| am genuinely excited to be here today and | ook

forward to taking your questions.

13
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Senat or Scott:

TP One

Thank you. Admral
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STATEMENT OF VI CE ADM RAL JAMES P. DOMEY, USN
COVWANDER, NAVAL SEA SYSTEMS COVWVAND DEPARTMENT OF THE NAVY

Adm ral Downey: Chairman Scott, Ranki ng Menber Kai ne,
di stingui shed nenbers of the Seapower Subcomm ttee. Thank
you for this opportunity to appear before you today to
di scuss the Navy's conventional surface shi pbuil ding
progr ans.

I would first like to thank the commttee for its
candi d perspectives, in determnation to help the Navy
accel erate the delivery of conbat power to the fleet.

Recent testinony before Congress, including testinony
reports fromny GAO col | eague, Ms. Cakl ey, have been
integral in supporting the Navy's routine conmunication with
Congress regarding the conplex realities of shipbuilding in
2025.

As the commander of Naval Sea Systens Conmmand, | am
privileged to |lead a team charged with transl ating war
fighter requirenments into conbat capability, enabling our
nation and its allies to provide persistent presence and
peace, project power and war, and assured access at all
times. Qur focus is on getting our ships and their war
fighting systens designed, delivered, and mai ntai ned to neet
gl obal national security requirenents.

Wth any project and certainly one as conpl ex as

shi pbui I di ng, judicious planning is what establishes the

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

16

foundation for successful execution. As the technical
authority for our ships and related systens, NAVSEA is
commtted to appropriately evaluating costs schedul e, and
technical requirenents to deliver the right capabilities to
our war fighters, recognizing that requirenents discipline
pl ays a quintessential role in shaping a programfor
success.

As a best practice, the Navy procures approxi mately 50
percent of our surface force to primarily conmmerci al
standards. For conbatant prograns, with nore stringent
build requirenents, we continually review our mlitary
specifications and are commtted to doing so collaboratively
al ongside industry, to sinplify and streanline wherever
possi bl e.

W are also actively transitioning design plans into
digitized formats, reducing the burden on the ship buil der.
SSmlarly, we are commtted to working al ongside industry,
to ensure our contracts and acquisition strategies are
al i gned and bal anced to the specific procurenent need. W
continue to face nounting chall enges, fromshifting
denogr aphi cs and wor kf orce shortages, to supply chain
di sruptions, that collectively continue to pressurize our
shi pbui | di ng contracts.

W need strategic solutions to inprove waterfront

productivity, and we are evaluating contracting approaches
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and incentives, while also centralizing that data to better
access what |evers are needed to inprove shipbuilding
performance. | n program execution, our supervisors of

shi pbui | di ng provide the onsite technical and contractual
oversight for the construction of navy vessels at our mgjor
private shipyards.

As of today, the Navy has 92 ships under contract, with
56 ships actively in construction. |In addition to these
prime ship building contracts, we al so have a nunber of
yards that outsource |arge conponents, resulting in a nore
di stri buted shipbuil ding nodel, with sonewhat nore conpl ex
oversi ght required.

Wth the assistance of this commttee, we now have a
dedi cat ed Deputy Conmander w t hi n NAVSEA, overseei ng our
wat erfronts and i nproving conmuni cati ons and coordi nation
across all of our ship building projects, to better deliver
capability at the speed and scal e of need.

When you visit the shipyards and speak to the workers,
whether it's welders, machinists, front office staff, or
engi neers, you understand what it nmeans to themto build a
great ship fromthe keel up, to start with nothing and then
to deliver a fully capable warship. That's the product of
teammork in its purest form of execution.

This ship building culture, which in sonme communities

goes back generations, is what we focus on cultivating and
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nurturing. Continuing to do so will require conpetitive
wages as well as affordable housing, quality schools, and

ot her supporting functions for the shipyard workers. NAVSEA
Is deeply commtted to hel ping industry create productive,
and safe workspaces on the waterfront in order to attract
and retain the skilled workforce we need to build the navy
our nation requires.

And so, | thank Congress for these investnents in our
ship building prograns, because these efforts will not only
hel p stabilize production, but will enhance the maritine
i ndustry for future generations. |I'mcomitted to
transparently working in close collaboration with this
Congress and industry to neet the Navy's four structure
goal s.

Thank you again for this opportunity to appear before
you today. | look forward to your questi ons.

[ The prepared statenent of Adm ral Downey follows:]

[ SUBCOMWM TTEE | NSERT]

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Senat or Scott:

TP One

Thanks, Adm ral.
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STATEMENT OF Ms. SHELBY S. OQAKLEY, DI RECTOR,
CONTRACTI NG AND NATI ONAL SECURI TY ACQUI SI TI ONS GOVERNVENT
ACCOUNTABI LI TY OFFI CE

Ms. Qakley: Chairman Scott, Ranking Menber Kaine and
menbers of the subcomm ttee, thank you for the opportunity
to speak with you today about the ongoing chall enges facing
Navy surface ship building and the solutions that could help
turn things around.

Let's start with the hard truth. Despite the Navy ship
bui | di ng budget nearly doubling over the past two decades,
the size of its fleet hasn't grown. The Navy had roughly
t he sane nunber of ships in 2003 as it does today, even
though it has spent billions trying to expand. |In addition,
al nrost every surface ship is now significantly del ayed.

Meanwhi | e, our strategic conpetitors are rapidly
bui | di ng and depl oyi ng nodern, highly capable fleets. The
Navy sinply cannot afford to continue with business as
usual .

For over 20 years, GAO has been reporting that the
Navy's approach to shipbuilding is fundanentally fl awed.

W' ve issued 90 recomendati ons since 2015 al one, yet nore
than 60 of themremin unaddressed and t he consequences of
I naction are clear-billions in cost overruns, years of
schedul e del ays, ships that ultimately don't provide

expected capability.
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The biggest driver of the outconmes we see are the
unreal i stic business cases that the Navy puts forward to
support its shipbuilding prograns. These busi ness cases
don't adequately reconcile what can actually be done within
avai |l abl e resources, including technol ogy, design know edge,
i ndustrial based capacity, and fundi ng.

As a result, the Navy's budget requests are founded on
optimsm to secure funding. Later as business cases
deteriorate and realismsets in, challenges that were
predictable fromthe start, begin to enmerge. Yet the Navy
continues to push forward, awardi ng contracts for ships that
likely can't be built wth the resources available. As a
result, they arrive later than planned and cost far nore
t han expected. The LCS and DDG 1000, anobng others stand out
as prom nent prior exanples of this dynam c.

The question is, has the Navy | earned fromthese past
m st akes? To sone extent, yes. Recent efforts
I ncor porating nore proven systens and increasi ng engagenent
Wi th industry before contract award are steps in the right
direction. But old habits die hard.

Take the Frigate programfor exanple. The Navy has
al ready put six ships under contract despite the fact that
two key systens remain unproven and desi gn changes have | ed
to weight gromh that threatens performance. Now over two

years in, construction on the |ead ship has effectively
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stalled with delivery del ayed by at |east three years. This
isn't just a mnor hiccup, it's indicative of a system where
providing a capable ship to the fleet on tinme is given |ess
priority than protecting the program budget and keeping
noney flow ng to underperform ng prograns, under the guise
of stabilizing the industrial base. This approach directly
threatens the Navy's ability to neet its long-termforce
structure goals that rely on |l arge nunbers of frigates.

You m ght ask, is this scenario sinply unavoidable? |Is
Navy ship building just irreparably broken? The answer's
no, but the Navy nmust break the cycle. Qur work over the
past 15 years, visiting and | earning from | eadi ng conpanies
around the world, including |eading builders and buyers,
consi stently denonstrates that |arge conplex projects can be
desi gned and built on schedule and within budget, if the
right practices are foll owed.

These include things like first developing a solid
busi ness case, one that aligns technol ogy desi gn know edge
fundi ng, industrial based capacity, and tine, before
comritting to construction. Then continuously eval uating
t hat that business case i s naintained.

Second, adopting iterative approaches that include
devel opi ng and refining designs and cycles, using know edge
gai ned fromtesting, validating, and obtaining user

feedback. Third, inproving collaboration by streaniining
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decision nmaking. And finally strengthening in-house
expertise and investing in nodern ship design capabilities
and digital tools to better execute and oversee prograns.

These approaches enabl e | eading ship builders to
devel op conplex ships in vastly shorter tinefranes in the
Navy, and to be adaptable to evol ving custonmer needs. And
our work has shown that they can be thoughtfully applied to
Navy ship buil di ng.

In conclusion, the Navy has nuch work to do to inprove
its practices and restore its credibility with Congress,
taxpayers in the fleet. It won't be easy. And breaking
with entrenched ways of doing business requires sustained
comm t nent over nmany years to see real change. Such
| nprovenents could help the Navy achieve its four structure
goals faster, create stability for the industrial base, and
send a clear nmessage to potential adversaries that the U S.
Navy remai ns the dom nant maritinme force.

Chai rman Scott, Ranki ng Menber Kai ne, and nenbers of
the subcomm ttee, thank you for your tine and for allow ng
me to speak on this inportant topic. |I'Il take any
guesti ons you have.

[ The prepared statenent of Ms. Qakley follows:]

[ SUBCOMM TTEE | NSERT]
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Senator Scott: | think the Ranking Menmber Kaine and |
are not going to alternate, going to do a vote, so we'll be
in and out. So, I'll start with ny questions. Admral
Downey, how | ong have you had the job?

Adm ral Downey: Just over a year, sir. January of
2023

Senator Scott: Any word on sone of the issues you're
dealing wth.

Adm ral Downey: A few issues. Yes, sir.

Senator Scott: Al right. So, let's talk about the
Constellation class frigate. So, it's what, three years
behi nd budget. Three years behind way over budget. So,
let's tal k about what went wong. So first off, | think --
here's nmy understanding, tell ne if I've got this wong.
The Navy chose the Constellation class frigate based on the
parent design of the European frigate used by Italy and
France, right?

Adm ral Downey: Yes, sir.

Senator Scott: The Navy awarded the design to
Fincantieri Marinette Marine for about $800 nillion for the
| ead ship, right?

Adm ral Downey: Yes, sir. Wth a conpetition across
five fol ks for about 18 nonths.

Senator Scott: Construction began in August, 2022 with

the Navy certifying basic and functional design was conplete
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as required by |aw

Adm ral Downey: Yes, sir.

Senator Scott: A little over two years ago, two and a
hal f years ago, right. So how did a ship that started wth
85 percent in common with the parent design, fall to 15
percent in conmon with that parent design, and were those
desi gn changes fromthe Navy or fromthe shipyard?

Adm ral Downey: Sir, I'll start with the design
changes. A conbination of both. There's a group of about
182 changes, about 80 percent of the changes were requested
fromFincantieri to adjust the build spec to their design,
all significant changes to get closer to what they proposed.
And then there was about 20 percent from Navy.

O those of Navy, we invoked Build America Act, which
changed equi pnrent in the propul sion plant, but that was the
decision to start fromthe first of the class. W cancel ed

a couple systens, the M) 8, for exanple, and said, we'll get

to that in the future. W reduced speed on the ship. There

was a very significant speed requirenent in Sea State six
beyond what a destroyer would be required. So, there's a
conbi nati on of changes on both sides, sir.

Senator Scott: So why were the changes nade?

Adm ral Downey: The 20 percent on the Navy side were

to change to the requirenments that we had proposed and to

cancel about three changes there. One cancellation of speed
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and two ot her system cancell ati ons because those prograns
got canceled out. The vast majority of the changes, worKking
together with Fincantieri, were their recommendations to
align the build spec change what we put out to closer to
their -- proposal.

Senator Scott: So, was that a decision by the Navy or
a deci sion by Congress?

Adm ral Downey: The Navy changes were a deci sion by
Navy working with Fincantieri. The other changes were
proposed by Fincantieri and Navy agreed to the changes.

Senator Scott: Did that increase the cost?

Adm ral Downey: Overall, yes, froma perspective of
ti me because design wasn't conpleted right. So, they fell
behind in design and therefore it's contributing to the 36
nmont hs.

Senator Scott: So, was it a fixed price contract?

Adm ral Downey: Yes, it's price contract for fixed
price incentive fee contract for building the ship, and the
ship builder went with a firmfixed price design contract,
t hrough a subcontractor.

Senator Scott: Gkay. And they won in a bid process,
right?

Adm ral Downey: |I'msorry, sir.

Senator Scott: They went through a bid.

Adm ral Downey: They went through a bid with us, and
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then they contracted to G bbs & Cox for the design

Senator Scott: So, are they nmaking noney?

Adm ral Downey: No.

Senator Scott: Ckay.

Admi ral Downey: They're | osing noney

Senator Scott: As a result of |osing noney, did they
sl ow anyt hi ng down?

Adm ral Downey: Yes. As | said, | took this job -- |
had the opportunity for this conmand in January of '24. Was
invited to sit through a review a couple nonths before that,
and could see that the reviews needed additional rigor, that
the status of production was about 3 percent. But design
was reported as hol ding up production despite the prior
estimates of how far design was conpleted. So overall, what
appeared to be occurring to nme is the design was being
significantly over progressed.

Senator Scott: So, the conpany, the builder, made the
deci sion to sl ow down because they were | osing noney?

Adm ral Downey: Yes. Because they chose to do a firm
fixed price to design contract.

Senator Scott: Does that bother you?

Adm ral Downey: Yes.

Senator Scott: Huh. Ckay.

Adm ral Downey: To address this, we surged about 80

people up on site in Wsconsin, with the nonies invested to
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drive a coll aborative approach to finished design. W
expect that functional design will conplete by this sumer.
We' ve gone from 30 percent first time quality as | took that
first review and cane into the job to 80 percent, by co-

| ocati ng Navy engi neers, not only with Fincantieri, but also
requiring Fincantieri to bring their subcontractor up on
site in Wsconsin as well.

Senator Scott: Senator Bl unenthal.

Senator Blunenthal: Thanks, M. Chairman. M. Qakl ey,
| know that the President's announced a new office to
oversee ship building, but on the other hand the Misk
operation, call it whatever you will, and the Secretary of
Defense are evidently going to termnate, fire people, who
woul d be hands-on overseei ng and supervising ship buil ding.
Am |l right that this kind of mass firing of the civilian
wor kf orce, many of them veterans woul d under m ne and
potentially set back our ship building efforts?

Ms. Qakley: | don't have any insight into the specific
cuts that DOGE is proposing for the Navy prograns or the
Navy workforce. | will say that our report that we issued a
few weeks ago on the Navy ship building and ship repair
I ndustrial base, identified workforce capacity as a key
I ssue that canme up over and over again, both within the Navy
and at the builders, as a key challenge for turning things

around in terns of performance, both at the yards and within
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the Navy itself.

Senator Blunenthal: So, building the workforce
requires investnent in people. It requires norale and a
comm tnent of support to people who show up for work every
day, whether it's building submari nes or other ships or
supervi sing the process of commtting resources to them
Correct?

Ms. Cakley: Yeah. | think it would be difficult to
build up a workforce w thout that kind of support.

Senat or Bl unenthal: Let ne ask others here, how do we
buil d that workforce which we've tal ked about doing for
years and years in submarine construction, for exanple, and
it isn't getting done, evidently?

Dr. Seidle: | appreciate the question. | think we're
putting a ot of effort in our maritine industrial base
arena. This body has funded us about $4 billion over the
| ast two years, and we have aggressively gone after kind of
the workforce hiring and retention.

I think we've seen sonme good effect on the hiring
arena, | think you've seen the build submarines.com at sone
of our major sporting events, will probably be in the March
Madness arena too, on advertisenents. W've had 16 million
hits on that site, 2.5 mllion applications. It's led to
about 9, 700 enpl oyees hired in 23, a 40 percent increase

over 22, another 10k in 24.
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But sir, those folks are comng and then we're treating
out way too quick. W probably are seeing 50 to 60 percent
attrition in our first-year enployees and it is about the
| abor rates. Wen | was working in manufacturing in the
'80s, mnimumwage is 3.35 an hour, and we paid three or
four X for 13 or $14 an hour for our |labor. Today it's
about 1.2 X conpared to the living wage, and it's inpacting
that significantly.

Senator Blunenthal: Electric Boat is doing a | ot of
great work in its apprenticeship programand its outreach in
training, in going into the community coll eges and the
schools. But |I'm hopeful that the Departnent of Defense can
do nore to support what they are doing. And especially as
we go into the NDAA investing in apprenticeship training.
Wul d you agree that we need to do nore of it?

Dr. Seidle: Mst definitely. | was up at Electric
Boat, had a chance to see sone of the prograns that they
have. | think not only is it great froma training
perspective, it's the community involvenent and it all ows
people to feel good about their workplace and their
environment and their culture. So yes, very supportive of
that Sir.

Senator Blunenthal: You would agree that we wll
continue to need to build nore submarines?

Dr. Seidle: Absolutely.

30
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Senator Blunenthal: And that includes not just
Virginia class, but also the Col unbia class?

Dr. Seidle: Absolutely, yes.

Senator Blunenthal: Wuld it be a mstake? | think,
you know, what | believe to for exanple, elimnate the
Col unbi a cl ass?

Dr. Seidle: It would be a significant m stake. W
have maritime dom nance in that submarine arena. And the
Col unbia class is the nost inportant |eg of our nuclear
triad. A critical capability that we need to maintain
dom nance i n.

Senator Blunenthal: And do we need to continue to
build the Virginia class?

Dr. Seidle: Absolutely, yes.

Senator Blunenthal: These are rhetorical questions.

Dr. Seidle: They are rhetorical. W are all in with
you, sir, on that.

Senator Blunenthal: | would see no need to ask in a
normal tine.

Dr. Seidle: | understand.

Senator Blunenthal: But |'mappreciative that you're
on record and | believe the Departnent of Navy is as well,
and | hope the Secretary of the Navy newy confirnmed wll

as passionate as you and | are.

Dr. Seidle: Thank you. Based on ny conversations wth
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him |'msure he will be, sir. Thank you.

Senator Blunenthal: Thank you. Thanks, M. Chairman.

Senator Kaine: [Presiding.] Senator Sheehy.

Senat or Sheehy: Thank you, Interim Chairman, | guess
Ranki ng Menber Chairman. How do we -- even if we wanted to
scal e our shipbuilding capacity, even if we wanted to take
it to the 10, 20, 30X that we need to even approach what
China's building right now. | nmean, how do we physically do
it? We don't even have the physical shipyards available to
build those right now. So, froman industrial based
perspective, how do we acquire the physical footprint to
start buil ding enough vessels that we're going to need very
qui ckl y?

Dr. Seidle: So, my first reaction to that, there's a
| ot of discussion around shipyard capacity and capability.
There's a study ongoing right now with the Navy and Cape
that wll be out shortly, that tal ks about the capacity and
how nuch nore is needed. | think at this point, the
wor kf orce i1 ssues that we're tal king about and the greening
of the workforce is leading to lots of rework.

For exanple, at nost of our yards right now, the years
of experience is three to four years. | think unlocking
that latent capacity is a |lot about driving nodernization
into the yards, getting through sone of these wages issues

to have our retention nunbers up. Al those things start to
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play. W also are working on a |lot of --

Senat or Sheehy: | agree that workforce is key, but |
think the workforce will fundanentally and eventually
respond to a free-market incentive and is relatively
el astic. But, you know, last tine we had to build a Navy
fast, you know, Henry Kaiser bulldozed 10 mles of San
Franci sco Bay and built a shipyard. And we just don't have
that capability anynore. | nean, whether it's ocean front
real estate, isn't avail abl e anynore.

So, |I've heard a | ot about the workforce and | totally
agree with you, we're very aligned on the workforce issue, |
think is critical. But |I have not really heard anybody yet
tal k about the real estate issue, which is how do we get the
physi cal space avail able to conduct the work when needed.

Ms. Cakley: | think one of the things that needs to be
consi dered is | ooking beyond these big platfornms, right?
Looking to smaller, non-traditional capabilities that could
provi de that decisive capability for us. You know, in that
China fight, thinking about things |ike robotic autononous
systens, |everaging those kinds of things, smaller yards can
buil d those types of shi ps.

And so, when you're thinking about building up our
capacity for ship building in the United States, we can | ook
toward those types of platforns to be the augnenter to the

fleet that we need. Not just |looking to build, you know,
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doubl e, or triple the amount of |arge surface conbatants.

Senat or Sheehy: And |'d agree, but | think, you know
it's always fun to talk about the tactical end of the spear,
because that's what's fun to look at. But the reality is
the heavy lift, sea |lift logistic capability to nove a | ot
of people and a | ot of stuff halfway around the world
quickly is -- that's actually what's nore deeply concerni ng
to ne. And not the pointed end of the spear, the war
fighting end of the Navy, but the ability to |ift 500, 000
troops in everything they need and all the vehicles they
need hal fway around the world quickly.

And to that end, ny second question, and I'Ill yield
back there, is you know, the incentives around ship building
and the contractors there, and that Senator Scott alluded to
you know, the ship building acquisition nodel is very dated.
You know, it's basically still the sane nodel that we had 80
years ago.

Traditionally and historically, a lot of |arge naval
fleets used | eased vessels. And instead of placing the risk
on the governnment to buy the ships and the contractors,
basically, there are sone risks there, but really the risk
on the Navy to buy them

Has t here been any study on exploration of |easing of
ships, placing the risk on private conpani es who woul d be

willing potentially to take that risk to build us a fleet,
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that it wouldn't probably be right for guided mssile
destroyers and crui sers and submarines, but it could work
for you know, sone |ike submarine tenders, which we're
woefully short on right now, | think we have two, we need
li ke 15 and | ogi stical vessels.

Has there been exploration of |easing comerci al
vessel s and putting the mai ntenance burden, the upgrade

burden on the contractors versus on the Navy?

Adm ral Downey: 1'll take that one, sir. | don't
think so. 1've been doing this for quite a while and |
haven't seen studies on leasing. And I'lIl go back to your

ot her point. W need them produced, we have about 80
commerci al vessels under U S. flag versus thousands under
anot her country. So, it really, | think it goes back to
your other point here of how do we increase capacity? So,
on the pure Navy side, we do have sonme in ny view, having
worked with Maine and California a lot, there is nore
capacity up in Bath, and there is nore capacity out at
NASSCO in California. W need to |ook at our requirenents,
our variations in builds, and how we get a nore- a | onger
run simlar to the DDG 51 program we're all working on
Virginia and there's multiple blocks of Virginia's.

So that definitely has an effect on the producibility
and the learning there. So, | think we have to do both and

get to who woul d produce themfor us. W' ve added W sconsin
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Fi ncantieri Marinette, we've added Austal, and now we have
Hanwha i n Phil adel phi a.

We've al so | ooked in the past at reactivating reserve
or decomm ssion ships principally the frigate class. And
that has led to, it's a dated conbat system W' ve

reacti vated some of those ships for foreign countries, but

it's would mainly be for coastal patrol. But to your point,

we need to do both. W need to grow the shipyards here and

| ook at other acquisition options.
Senat or Sheehy: Thank you.
Senat or Kai ne: Senator King.

Senator King: Thank you. |[|'ve been waiting 13 years

for the tinmer to break, so there'd be no limt. A couple of

sorts of technical observations before | get to broader
guestions. One is, as you know, the DDX is in the design

stage, and the concern fromthe point of view of the

shi pyards, both in Bath and in M ssissippi, is that there be

a snooth transition between DDG 51 and the DDX. Wat
concerns us is a timng trough, because you can't turn on
and turn off wel ders.

And so, | hope that as you plan out the transition
process, that that's top of mnd, because it would be

di sastrous for the yards if there was a lag in demand

bet ween the two ships. Doctor, are you with ne on that one?

Dr. Seidle: Yeah, | am So, we saw the | essons from

36
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DDG 51 to DDG 1000 back in the day and how sonme of that
wor ked out. W clearly are going to be intentional about
the transition of DDG 51 to DDG X, to keep the production
line hot, to then feather in DDG X and then only taper out
DDG 51 once DDGX is up and runni ng.

Senator King: |I'mglad to hear that. Keep that in
m nd.

Dr. Seidle: Yeah, wll do.

Senat or King: Second point on this devel opi ng DDX
Ingalls and General Dynam cs are working together on the
design, which is a new approach, but it's an inportant one,
and | hope the Navy will continue to iterate with them
because having the build yards be involved in the design
will make a big difference in terns of construction |earning
curve and all those kinds of things. So, | hope that
project which is underway, will be maintai ned and the Navy
will be forthcoming in terns of comrunication with the two
yar ds.

Dr. Seidle: Yeah, just to comment on that, | see that
as a great opportunity. W're working with them even before
prelimnary design phase, and it gets to sone of the things
t hat you've tal ked about, Ms. QGakley, that we need to be
doing, so we are excited and we'll be all about it.

Senator King: Well, having served on this conmttee

for a while, it strikes nme that one of the problens we have
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is requirenents creep. At sone point, it has to be pencils
down. And if you learn anything fromthe Ford, it's that
doi ng research while you're building a ship is not the way
to go.

So, | think, again, that as we nove toward DDX, we need
to say, okay, here's the requirenents, here's the design,
and let's build it. Not let's iterate the design as we are
novi ng through the construction process, that's what's
really messed us up in sone of these major overrun projects.
If | were going to list the three biggest problens right now
i n devel opi ng shipyard capacity, the first would be
wor kf orce, the second would be workforce, and the third
woul d be workforce. And the Navy has to be thinking in
unconventional ways.

For exanple, one of the nobst inportant things that
coul d be done to devel op workforce is to have chil dcare
facilities, parking, the kinds of things that -- housing in
the area. W've had people recruited to Bath who get there,
and then they can't find a place to live. And so, | believe
that that has to be part of the nentality of devel opi ng
wor kf or ce.

And then of course training, and all those details that
go to attracting people in this econony. And finally on the
devel opnent of the infrastructure, it is the infrastructure

itself. There has to be investnent. It has to be a joint
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i nvest ment between the private shipyards and the Navy in
ternms of infrastructure buildings, nore efficient |ayout of
the facility and those kinds of steps | think are very, very
| mportant.

So, again, I'mgiving you advice, but this is based on
ny experience with working with these shipyards. And I
guess | would reiterate -- oh, | wanted ny final question to
GAO  You nentioned 60 or so recommendations that haven't
been followed. What are the top three that if you had to
beep, if you were pressed, what are the top three
recommendat i ons that haven't been followed that you think
woul d make a difference?

Ms. Qakley: You really pressing ny nenory on 60
recomendati ons, but | think nost pressing in the front of
ny mnd are our recommendations related to design and the
changes that we'd like to see the Navy nake with regard to,
| i ke you said, ensuring that the design is finalized before
we're awarding a contract for construction, and before we're
starting to bend netal. Because the problens arise when
t hose design changes start creeping in as the pressures of a
fixed price contract begin to nount.

And then that leads to just chall enges overall, and
It's just exactly what we're seeing with the frigate
program And so, we nade recommendations to the Navy t hat

they ensure that they have nmatured their basic and
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functional design before awarding the contract for detailed
desi gn and construction.

Anot her recommendation that we made was related to
ensuring that detailed design on each individual block is
finished before you begin construction on that block. Most
of those recommendations are really ainmed at ensuring that
there's less of a likelihood that these surprises will pop
up at a tinme where the pressure's going to be high to
continue to proceed because of, you know, schedul e or noney
chal | enges.

Senator King: | think this goes w thout saying, and |
appreciate that nodularity is king at this point. So, we're
bui | di ng 40-year assets here. They ought to be constructed
in such a way that they can be upgraded easily w thout
ripping the whole platformapart. So, | hope those are sone
t hi ngs.

The other thing that is sonmething that |'ve observed,
s when we're buying these maj or objects, we should al so buy
the P, so that every ship can have its own 3D printer. W
don't have to have ships in port, for inordinate anounts of
time waiting for a part. So, | hope that's in your planning
as well because in this day and age -- and by the way, |
think the sane thing about the Air Force, availability is a
big issue in our fleet, and we should inprove our

availability. W should benchmark agai nst carnival cruise
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| i nes, because if they were only available 40 or 50 percent
of the tinme, they'd be out of business.

So, to the extent we can have intellectual property as
part of the purchase, then you have the right to nmake the
parts as necessary w thout even having necessarily to go
back into port. Thank you.

Adm ral Downey: Thank you for that, sir. [I'll hit on
a few of those points. Mdularity; for the Ford class, we
studied in the design that about 40 percent of the cost of
noder ni zation goes to rip out. So, for the Ford cl ass,
where we have the conmand spaces, the O3 level, the gallery
deck we went wth a general arrangenent where all 19 m ssion
bays are |lined up agai nst each other and the services are
noved out of the spaces.

HVAC ducting, these things, and built in a flexible
infrastructure. So that comon bolt size, quick di sconnect
power panels, lighting, are pressurized under deck so that
you don't have any ducting in the spaces. So those type of
efforts are nodularity that renoves |I'll say hardware
constrained interface or many different such interfaces to
the systens, is an area we significantly need to nove
forward w th.

On the tool sets, we also have sone, | wll say not
even bal anced efforts, but sone solid tool sets in the

submari ne area and digital arrangenent drawings in the
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carrier area. So that it's not left to an interpretation of
the worker. The drawi ngs can be extrenely conplex. So, we
have invested in those areas significantly. Studies showin
t hose areas that such tools -- and | have one nore point,

but such tools can reduce | abor by as nuch as 8 percent as
you go through that work.

The other key area on the commercial side, so | have
been to Korea, Japan, India, Canada, et cetera, Spain,
Italy, and the Mddle East. Mbst of the yards that |'ve
been to that have a | arge production capability, use a
common tool set across the yard. W go by program So,
when we get into yards that have nultiple product I|ines,
they may be using different tool sets, which causes -- until
you go into sone of the other foreign large yards it's |less
obvious in our yards of what's going on. And they don't
change the tool set to the new one, until it's ready to
support all their product |ines.

Last point is, in our yards where we have nultiple
lines, they're al so managed by program They're not nmanaged
by a governance approach across the yard fromthe governnent
side. Sone of our yards, we have nore than half a dozen
lines in those yards. So, it goes to the priority of the
program and the different governnent offices integrating.

So, we have been working closely on what is a

gover nance approach that allows shipyard X to get their
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progranms done to cost and schedule in nore than a program
f ocused manner.

Senator King: | appreciate that. And you nenti oned
bolts and I once visited a Toyota plant in Tokyo where they
built one RAV4 a minute, one brand new autonobile a m nute
came off the line. And they said one of the secrets of the
success of that factory was listening to the workers. And
one of the things | said, well, what kind of suggestions did
t hey make? And he said, well, sonebody noticed we had 86
different bolts in a Toyota, and we figured out how to nake
that into about eight. It saved a huge anmount of tinme, a
huge anount of acquisition, and that kind of analysis.
think the lesson there is to listen to the workers because
t hey know on the ship deck what works and what doesn't worKk.

Dr. Seidle: Yeah. Just to comrent on that autonotive
guy in ny past --

Senator King: |s your mc on?

Dr. Seidle: It is. Mybe I'lIl get closer. Autonotive
guy in ny past, quick story about Toyota and GM \Wen | was
wor ki ng for General Mdtors, worst running plant in our
| i neup was the Frenont plant. It had about 55 percent
uptinme on the assenbly |line, 20 percent absenteei sm
crimnal activity. GV gave up and just shut the plant down
in 80 or 81.

3 years later, Toyota wanted a footprint in the US. to
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make vehicles, we wanted to | earn TPS Toyota Production
System they said, let's use the Frenont plant. And we
said, no, you don't want to do that, right? Bad karna.
They convinced us and then they said, let's hire the people
back. And we said, no, you really don't understand, you
don't want to do that, but they did it. And in three years
It was the best running plant in our lineup, 96 percent
uptine, just an incredible work environnment. And you'd go
there and you woul d see folks on fire for what they were
doing at their station.

And it was because they were enpowered to make changes
for what they were doing to inprove their work and their
efficiency and throughput. It was an amazing thing to see
the difference. And you're absolutely right that it pays
di vidends in any manufacturing arena where there's a | ot of
touch | abor, and fol ks can inprove what they're doing.

Over.

Senator King: Thank you, gentlenen. Thank you very
much, madam for your comrent.

Ms. Cakley: [I'll just nake a quick comment, because
your | ast conmment about talking to the people is in many of
your comments are conpletely in line with our |eading
practices for product devel opnent that GAO has gone and
tal ked to | eading conpanies all across the world and ask

t hem how do they do business? How do they neet custoner
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needs? How do they get products out on tinme quickly and on
budget ?

And one of the key aspects of that is that user
f eedback, the people who are actually going to be using the
product, give feedback all along the way fromthe begi nni ng
to the end, that drives changes in that design, design
drives changes in howit's produced, and then results in
providing the custoner with a capability that they actually
want and wi Il be happy wth.

And so, | think what you're saying is conpletely in
line with recomrendati ons we' ve nade both to DOD and to the
Navy, to bring their practices nore in line with how t hese
| eadi ng conpani es do business. Thank you.

Senat or King: Thank you, M. Chairnman.

Senator Scott: [Presiding.] Thank you, Ranking Menber
Kai ne.

Senator Kaine: Thank you, M. Chair. And |I'mgoing to
hopscot ch around on sone topics. M. Qakley, on the | ast
point, | would suggest sonetinmes GAO go visit a conmpany in
Lynchburg, Virginia, Framatone, which is one of the main
suppliers in the nuclear base. And Franatone is responsible
for going out during outages at nucl ear power plants.

Qut ages are not disasters. They're the planned period
where they pull a reactor out, retrofit and put it in. And

obvi ously they want to do that as fast as they can, and

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

46

wat chi ng how they are able to do this work of such
conplexity, surge it and do it in a very short tine so that
the reactor is not offline and is actually produci ng power.
It makes nme a little bit enbarrassed as | think about how
slow we are in sone other aspects of what we do. So that
woul d be one to put on your visit list.

Ms. Cakley: Yeah, happy to do that.

Senator Kaine: To Admral Downey or Dr. Seidle, do you
all know how the shipbuilding enterprise workforce has been
affected thus far by DOGE or particular directives fromthe
secretary that mght be related to DOGE?

Dr. Seidle: So, I'll make sonme comrents and I'I] et
Adm ral Downey nmake a few conments as well on that.

Senator Kaine: And I'll accept "No, | don't know yet"
for an answer, if you don't really have the sense of it.

Dr. Seidle: So, fromthe earlier coments, | think the
first thing that we have been assessing is the deferred
resignation program in the area that kind of | oversee. |If
you think about the PEO community and the supervisor ship
buil ders that he has, it |ooks |ike those nunbers are in the
3 percent range.

And whenever we | ook at the nunber of fol ks on that
list that were probably retirenent eligible and decided to
say, I'mgoing to take this now as a result, it drops down

to about a percent and a half. So, it is a manageabl e thing
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for us when you think about normal attrition.

Senator Kai ne: How about on the probationary side?

Dr. Seidle: Probationary side snmall nunbers as well.
And as you know, we've kind of stopped that process. And so
once again, the nunbers in ny neck of the woods appear to be
manageabl e to work through, because we have that kind of
attrition also on a yearly basis.

Senat or Kaine: Admral Downey, anything different to
offer on that?

Adm ral Downey: | would offer, | represent a |arge
part of the Navy enterprise, about 90,000 fol ks, and that
they're 90 percent civilian. The deferred retirenent nunber
across that enterprise for ne is around 1200 fol ks. And
with the offers, these are people who chose to retire.

There were very few probationary people that were
probationary due to perfornance.

Senator Kaine: Right. Probationers, you know, for
everybody who isn't famliar with this, they're new hires,
so they're either brand new or they're career swtchers.

So, sonebody going fromactive duty to civilian DOD, that's
a career switcher who then is probationary.

Adm ral Downey: Sir, that’'s where | was going. M
folks hired 7,400 people | ast year, about 8 percent of the
90, 000 and that's not unconmon per year. As we've worked

through the definitions, alnost all of those fol ks have
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been, 1'lIl get the word wong, accepted or exenpted because
of the national defense work that they're doing.

The ot her area was purchase cards. W purchase a | ot

i n our naval shipyards. One shipyard may -- that's how t hey
buy material -- So Portsnouth Naval Shipyard may have nore
than a thousand transactions a nonth et cetera. | have in

the 10 to 15,000 a nonth across all these areas, and we were
able to turn on, per command, what | asked for to have
turned back on.

Senator Kaine: So, everybody wasn't limted to just
$1, right?

Adm ral Downey: So far, we've very brief interruption,
and we've gotten back to what |'ve asked to have back. On
the industry side, across this rest of this decade, the
shi pbui | di ng need for what we have booked is to hire about
200, 000 people. That's what's needed across that effort.
So, the stabilization of progranms, the not changi ng of
requi renents, that's going to be critically inportant to
t hese peopl e.

Last one on that, on wages, Dr. Seidle hit where those
wages are. Sone of our initiatives to focus on a 25 percent
I ncrease for the first fol ks, you know, the first-year
people, $20 to $25, that adds about 1 percent to the cost of
a ship. A $4 billion ship becones a 4, 000, 000, 040.

Senator Kaine: You nentioned this to ne yesterday and
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|"mcurious about this. So, Dr. Seidle, you were testifying
right as | cane back fromvoting about this, the odd
conpressi on between, you know, it used to be that a ship
bui | der conpared to m ni num wage i s nmaki ng, you know,
mul tiply x m ni numwage. And now we're down to 1.3, 1.4,
whi ch makes the relative attractiveness in a job in the
shi pyard | ess.

The point that Admi ral Downey nmade yesterday and today
Is if you increase sort of beginning salaries, and | guess
you do sone ot her adjustnents, so there's not unacceptabl e
sal ary conpression, but if you do a 25 percent increase, it
changes the cost of a carrier, for exanple, by 1 percent,
because so nuch nore is not in the salary side. And that's,
an inmportant thing, and | think that's sonething that we
have to grapple with. Here's, a question | was curious
about --

Adm ral Downey: 1 point on that, sir, if I my. it's
not sinply to raise the wage, but if we can retain these
fol ks and have them focused, we're going to deliver closer
to schedule and the overall cost is going to cone down.

Senator Kaine: Yeah. W're dealing with this greening
of the workforce and retention is really inportant. Let ne
ask you this, | was pleased when the President during his
State of the Union on March four, announced plans to

establish a Wiite House office of shipbuilding to revitali ze
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U.S. shipbuilding industry. |'mjust wondering if have you
been read in, are there yet details about what that | ooks

| i ke, what's the Navy's plan for collaborating with this
Wi te House office of ship building? How mght it be
structured? Wi mght the | eadership be? This is 21 days
after that speech, so maybe the answer is no. But do you
know any nore about that proposal?

Dr. Seidle: At this point it is still early in the
di scussions on that. W do expect to have solid
I ntegration, have been told that we'll be over there
regul arly having conversations, but to date, we still
haven't noved out on our end yet on sone of that.

Senator Kaine: W'’Ill want to keep track on that from
the subconmm ttee standpoint. Over to you Ms. Qakley, and
sonet hing the GAO had a report that was a Decenber report
about anphi bious warfare. Fleet Navy needs to conpl ete key
efforts to better ensure ships are available for Marines.
And the report had this conclusion, "The Navy is likely to
face difficulties neeting a statutory requirenent to have at
| east 31 anphi bi ous ships in the future, given the age of
t he ships and ot her factors".

There's a provision in the NDA at section 1023, that
requi res that the naval conbat force of the Navy shal
I ncl ude not | ess than 31 operational anphibious warfare

ships, but it allows to be counted as operational ships that
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are tenporarily unavail able. Wat's GAO s perspective on
how the Navy is interpreting "tenporarily unavail abl e"?
Because we want 31, but we don't want 31 discounted by a
deep fraction of "tenporarily unavail able"” ships that we
really can't count on to be.

Ms. Cakley: Yeah, | nean, | think that report pointed
out that sone of the things that were consi dered
“"tenporarily unavail able" were years at a tinme unavail abl e
and counted toward that total.

Senator Kaine: And would you suggest that in an NDAA
for exanple, this year, we should take sonme of that
anbiguity out of a phrase, |like tenporarily unavail able and
maybe be a little nore specific about what we nean?

Ms. Qakley: | think the nore specific you can be in
giving direction to the Navy woul d be hel pful, because then
it leaves it up to their interpretation. The other thing
I'"d mention is that we have recommendati ons from 2020, that
ask the Navy to reconsider how it defines operationa
availability, because oftentines those definitions can be
based upon a ship just being able to get underway, but not
actually being able to do its mssions. And those
recommendat i ons remai n unopen and there's no action yet on
t hose recommendati ons.

Senator Kaine: | have one other question I'd like to

ask maybe before, |I'msure you have a second round, and |
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may think of sone other things too, but to Ms. Qakley, in
your opening testinony, you were kind of assessing sone of
the chall enges that you know, undergirded the report that
you recently did about pacing challenges and constructi on.

And one of the things you said, nmaybe in response to a
guestion, is sonme degree of sort of unreality between the
ships we're putting under contract and the Navy sort of does
it wwth an optim sm about the future budget neeting what
t hey' ve put under contract, and we're not really lining up
what we're saying we're going to do with the budgetary
resour ces.

And I'mtroubled by this. | nmean, here's a recent
exanpl e that speaks to a potential cognitive dissonance. W
did a reconciliation bill a couple weeks back, that
suggest ed we shoul d spend about another $150 billion in
defense. W're going to continue — on top of what the base
budget has been, we're going to continue to work on that.

But at the sane tine as we were doing that, the secretary
was sendi ng out kind of the cut nmeno to the Pentagon,
exenpting 17 areas, but saying to everybody el se, cone up
with a five to 8 percent cut.

Now, | get it, that just asking for a cut plan does not
mean you're going to accept the full plan. And just because
you' ve exenpted sonebody in round one doesn't nean you won't

cone back to them | ater. But it did seemto ne a little odd
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that we were saying we need 150 billion nore dollars and at

the same tine, |'mreading the neno fromthe Secretary of

Def ense sayi ng, everybody's got to give ne cuts. Maybe the

cuts are going to be reprogranmed back in, but | just worry

that we are not really being |Iike col d-bl ooded and obj ective
and just truthful.

| mean, sonetines the eyes are bigger than the stonach,
and we want nore than we're wlling to pay for, but what is
the way we get at that problen? | nean, it's got to be
di sci pline on our shoulders, but it also has to be
di sci pl i ned over at the Pentagon.

Ms. Qakley: | think there's a couple of ways to get at
that. You know, when we're tal king about realism we don't
just nean that they can't do what they put on paper under
their current budget, we nean that they can't do what they
put on paper at all. R ght?

So, they walk into these prograns oftentines with these
unrealistic business cases that say, oh, the technol ogy wl|
mature, the design will work out, that systemw /| get there
on tine. And then we structure all of the cost and schedul e
estimates around that optimsm and then they don't arrive.
And then that causes cascadi ng del ays and problens. Right?

And so, then the overall top line that's required
I ncreases, instead of putting in the work at the begi nning

to gain the know edge that you need to be able to
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understand, here's what it's going to take to get there,
both froma cost and schedul e perspective, and then putting
forth those realistic budget estimtes, those realistic
schedul e estimates, that match with that.

Now, that doesn't nean that you automatically say, oh,
you know what, it's going to take us 20 years to build this
ship, and that's just what it is. R ght? That's where our
| eadi ng practices for product devel opnent could really be
useful to the Navy, because these | eadi ng conpani es, they
don't focus on going for a hone run every tinme, they build
their products such that they can be designed and iterated
on over the course of a nunber of years.

They put in that work at the beginning to understand
what is the nost inportant thing that we need to provide a
val uabl e capability to our customer or to the sailor in this
case, and how do we then structure a programthat can be
done quickly to get that out all while we're thinking about
what is the next iteration? what's the next thing that we
can get them quickly? And that then therefore truncates the
anount of noney that you need and the anpunt of tine that
you need, to |l ook toward devoting that noney and all ows them
-- could allow the Navy to be flexible and agile to changi ng
t hreats.

Senator Kaine: Geat. Thank you very nuch.

Senator Scott: GCkay. |I'll just ask a question before
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Senator Sullivan gets ready. Dr. Seidle, you worked in the
auto industry? Wre you a supplier or were you one of the
bi g conpani es?

Dr. Seidle: so, first | worked with General Mtors for
about 13 years, then | was with Al coa when we stood up a
pl ant to support the big three automakers.

Senator Scott: D d you ever get a fixed price contract
with one of the CEMs? Did you ever agree to build sonething
for a fixed price?

Dr. Seidle: | certainly did.

Senator Scott: And when you did that, did you |ike
take in consideration you m ght have to pay sonebody to do
t he wor k?

Dr. Seidle: Sure did.

Senator Scott: D d you take in consideration what you
woul d have to pay themin wages?

Dr. Seidle: Yes.

Senator Scott: Probably did, right. After you got the
contract, did you go back to the CEM and say, | really don't
like this contract, 1'd like to get paid nore?

[ Laught er. ]

Dr. Seidle: 1'll tell you sir; we had several
contracts that were underwater when | was with Alcoa trying
to really buy our way into that business the first tine.

And so, we dealt with those to your point, right. W owned
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Senator Scott: They were so understandi ng. Right.
They just said, sure, we'll just pay you nore noney. |t was
a bid contract and you nmade the decision to go into that and
get the contract and then you | ost nobney.

Dr. Seidle: There wasn't enough understanding, sir.

Senat or Scott: So, when you were doing that, did you
say what | heard, that | went down and that the buil der just
deci ded to stop worKking.

Dr. Seidle: Yeah.

Senator Scott: D d you ever do that?

Dr. Seidle: No, | did not do that.

Senator Scott: Wuld that have ever hel ped you get
nore contracts that CEMs?

Dr. Seidle: That would not, sir.

Senator Scott: Alright. So, did one of the OEMs ever
say to you, you know, I'mreally worried about your
wor kf or ce?

Dr. Seidle: Yeah.

Senator Scott: But did they say, let nme give you a
whol e bunch nore noney?

[ Laughter. ]

Dr. Seidle: No, they didn't, sir.

Senator Scott: So, | nean, what's frustrated ne is
that these people go bid on these contracts -- so |ike
Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Senator Kai ne said, well, you brought it up earlier, that
there's been wage conpression. And | think in a | ot of

I ndustries there's been a | ot of wage conpression, but no
one told these conpanies to set the wage at this point.
They made that deci sion.

Dr. Seidle: Yeah. This gets to the business case
| ssues that Ms. Qakley brings up. R ght? The busi ness case
has to stand on its own for themand for us both.

Senator Scott: Now, it's our job to review, to nmake
sure -- Like when | ran an auto conpany, we were a supplier
to the big conpanies. So, for ny contracts, | had to reduce
my prices. | defined productivity gains every year, year
after year after year, | lost a contract by contract. They
never cane to nme shocking and said, let nme just give you a
little bit nore noney, | feel sorry for you.

Dr. Seidle: Yeah.

Senator Scott: Just makes you nmad that these people go
out there -- and what you' ve said is, they're bitching
because they can't get the workforce. Wose responsibility,
is it? They bid for their own contract.

Dr. Seidle: In ny opinion, the business cases right
now are not where they need to be for both our industrial
partners and ourselves. And so, then we have sone of these
contracts that are pre COVID contracts as well and

ultimately, we find ourselves in a tough situation.
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Now, sir, I will also tell you |l ama proponent of
wor king closely with themright nowto get to the right
answer, to nmake these adjustnents, to do the right thing,
because our nation needs it. And also, as |'ve been out
there nmeeting with them | see industrial partners that are
willing to cone to the party as well with us. | can't speak
to what's happened the last two or three decades on that
front, but |I can tell you what |'m seeing now.

Senator Scott: Right. Senator Sullivan.

Senator Sullivan: Thank you, M. Chairman. G eat
guestions. |It's good to have a businessman as a Senator.

[ Laught er. ]

Senator Sullivan: Gkay, boy, oh boy. | don't even
know where to begin on this topic, but | think the really
good news is, as the President of the United States and
everybody on this commttee, bipartisan group of Senators,
we all want to get at this problem fix this problem Boy,
| don't even know where to begin.

Let me begin, Ms. Qakley, great job on your guys'
newest study that came up, your report. | sent it to the
i ncomi ng Secretary of the Navy and said, you should read
this. Very quickly, fromyour big analysis, the top three
things, if you ve already said it, say it again, that you
t hi nk we shoul d be doi ng.

And again, the big idea here is that everybody wants to
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fix this, the President, the SEC NAV, all of us, so that's
not always the case in Congress. And we're willing to put a
| ot of nobney towards it, but that's not always needed
either. Wat are the big three that you would recomrend
succi nctly here?

Ms. OCakley: | think you're referring to the industrial
base report that we issued, right?

Senator Sullivan: Yeah.

Ms. Cakley: So, fromthat report, | think the biggest
thing is that the Navy needs to ensure that it seizes this
bi parti san support and opportunity that it has with all the
I nvestnments that are going in to address the industrial
based chal |l enges and issues. So that report, as you note

determ ne that the Navy didn't really have netrics in place

to --
Senator Sullivan: O a strategy for that.
Ms. QCakley: O a strategy to guide those investnents.
Senator Sullivan: The last Navy Secretary and God | ove
them -- but you know, when you're getting the climate action

report to Congress, which is not required by Congress,
you' re tal king about climate change all the tinme and not
ship building. No wonder we're in this disaster, but |I'm
going to | ook towards the future.

[ Laughter. ]

Ms. Cakley: Well, that takes nme to ny next point in
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| ooking toward the future. So, the Navy kind of has two
probl ens here, right? As Admral Downey nentioned, there's
al ready 90 ships under contract, | think that anounts to
about $150 billion backlog of ships. So, the ship in sone
cases has already sailed on those products. And so, what
they can do in that regard is | ook toward gai ni ng that
know edge about design, ensuring designs are stable before
construction begins, so that that construction progress
isn't disrupted and we're not tal king about design changes.

Senator Sullivan: GCkay. Can | really, | want to touch
on that point. D d you guys see the Wall Street Journal
piece? they did a really good piece recently on, I'mtrying
to think of what ship it was.

Ms. Qakley: Frigate.

Senator Sullivan: It was on Frigate and all the change
orders that just killed it. | had the honor of having
| unch, just a week ago, with the forner Secretary of the
Navy, John Lehman, who was responsi ble for building Reagan's
600 ship Navy. Pretty inpressive, right? The size of the
U.S. econony was about one third of that size than we are
t oday, the enploynent, and these guys just focused and buil't
a gigantic navy. They helped us wn the Cold War. He did
it. He was secretary for six years. And | said, M.
Secretary, how d you, do it? And what's the nunber one

thing? He said, change orders.
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| stopped him | said, once we get through a phase
done, done. And he told ne all the exanples of industry and
everybody, sone big top guy in the industry tried to get him
fired. And he says, we're done, no change, build that ship.
Build 30-40 of them nmaybe cone back after that. Build the
ship, stop with the change orders.

| think the Navy right now is al nost the opposite.

That Wall Street Journal article was -- every tinme sone
captain in the Navy had a new idea, it was a brand-new
change order it seened like on that ship. So, would you
agree that that's like a huge one? Certainly, Secretary
Lehman t hought it was huge, and that guy knew what the heck
he was doing, right? He built the 600 ship Navy under
Reagan.

Ms. Cakley: | think that when you' re tal king about
being able to snap a chalk line like that and say no nore
change, you have to nake sure that you've done the work to
understand that you can even actually build the ship that
you' ve designed. And so, our recomendati ons woul d focus on
doing that upfront work so that you can snap that chalk
line, and be assured of the ship that you' re building and
the tinmeframes and costs with which you' re going to be able
to buildit.

Senator Sullivan: GCkay. |It's a great point, because

it's not |like we've never done this before, right? 1It's not

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

62

| i ke we don't know how to build Navy ships. It's not |ike
we don't know how to build a giant fleet. W just need to
rel earn our |lessons fromthe past. Wuld you agree with

t hat ?

Ms. OCakley: | agree. The Navy knows what it's doing.
Senator Sullivan: Admral, let ne ask you, it's a
really big question and you're the perfect guy to answer it.

So, you know, we have this great inpeccable culture of
excel l ence and safety record in our nuclear reactor program
And the head of Navy nuclear reactors is an Admiral,
starting with the | egendary Hyman Ri ckover, who has an
eight-year billet. You think that's part of the reason Navy
nucl ear reactors has been so successful ?

Adm ral Downey: Certainly, is part of it. Continuity
is inmportant in these conpl ex projects.

Senator Sullivan: So, | had a provision |last year in
t he NDAA that said, your job, NAVSEA, which oversees all the
ship building fromdesign to building, should have an eight-
year billet. A little radical, but | took the exanple from
the Navy nucl ear reactors. How long is your billet right
now?

Adm ral Downey: Three years.

Senator Sullivan: GCkay. Three years.

Adm ral Downey: And typically, it's a year or two

extensions. You start with three-year orders --
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Senator Sullivan: And oh, do they normally extend you?

Adm ral Downey: Oh, yes.

Senator Sullivan: Gay. Wl then that nakes ny
anendnent even smarter. Because | think you're a vice
admral, by the way. Is it always a vice admral? NAVSEA?

Adm ral Downey: This job it's been a vice admra
since the seventies.

Senator Sullivan: Oay. So, | think you're a great
Vice Admral, but when you're two, three years in, you're
three, and this is nothing against you or all the other Vice

Admirals, this is areally big job. You' re probably |ike, I

wonder if | can make admral. And so, you're | ooking around
and you are kind of maybe not so focused. |'mnot saying
you; |'mjust saying generically.

So, the Senate in a debate, right in this room good
debate, | got Denocrats, Republicans pushed back on ne and
by the end they were |ike, geez, Dan, this nmakes a | ot of
sense. Let's do eight years, NAVSEA, |ike the navy nucl ear
reactors head in the last three years. He's a full Admral,
four star and that way, and it's your |ast job, just |ike
navy nucl ear reactors.

Now we were told the Pentagon and the Navy hated ny
i dea. Wen it went to conference, they stripped it out.

So, there you go. In innovation that | think was pretty

darn good, you're even telling me that normally it's three
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years, but they say, oh, you m ght be extended one or two if
we need you. No, let's just say |like Navy nukes that NAVSEA
should start as a three star, get pronoted to a four star,

ei ght years.

So, you are responsi bl e designing and buil di ng ships.
Three years, | nean, how long does it take to build an
Arl ei gh Burke guided m ssile destroyer, typically?

Adm ral Downey: About five years. Yes.

Senator Sullivan: So, you can't even oversee the
bui | di ng of one ship, is that correct?

Adm ral Downey: Not fromstart to finish

Senator Sullivan: No, you can't. How about a frigate,

how | ong normal | y?

Adm ral Downey: Well, frigates fromthe past, we're
still working on that schedul e now.
Senator Sullivan: | know you are,

Adm ral Downey: But this started in 22, and we're
forecasting a three-year delay, so seven years. But it
shoul d be back to the four-ish year point of view

Senator Sullivan: But even that's four years, right?

Adm ral Downey: Yes, sir.

Senator Sullivan: GCkay. So now | know you probably
need to get perm ssion fromBig Navy to answer this
guestion, but what do you think about the idea of having the

NAVSEA, |i ke the head of nuclear navy nucl ear reactors being
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an eight-year billet, oversee it, own it, and then you
retire as a four-star Admral when you' re done. Just the
way Adm ral Rickover did, just pretty nuch everyone el se
did, with the exception, | think of Admral R chardson who
did such a good job, he was pronoted CNO but that was
unusual . What do you think of that idea? Especially, how
many years are you into your current billet?

Adm ral Downey: Just over a year. January of 24.

Senator Sullivan: So, you think you'd be able to do a
better job if you were | ooking at your current billet and
say, | have seven nore years to turn this nmachi ne around.
O right now, you're |ike, geez, | got two nore years left.
" mwondering if I'"'mgoing to make four-star Admral. |
wonder if | should be | ooking around. Wat do you think is
better for you?

Adm ral Downey: So, a couple technical nuances, there
Is no four star. |'man engineering duty officer, so our
| ast four star was Admral R ckover.

Senator Sullivan: W can nmake the NAVSEA Admiral in
his final three years of an eight-year billet, a four-star
adm ral .

Adm ral Downey: | understand, |'mnot out |ooking for
anot her one, not that I wouldn't | ove to stay.

Senator Sullivan: None of this is -- |I'musing you as

a generic exanple. None of this is directed at you. You're

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

66

doing a great job.

Adm ral Downey: Wat | would offer is, ny nost conpl ex
jobs |I've had have been nore than three years. Not by
initial design, but |I had a certain destroyer program and |
wasn’'t | eaving even after selected for flag, until that ship
was del i vered.

Senator Sullivan: And isn't that making nmy point? And
I f NAVSEA typically gets extended beyond three years, which
sounds like it does. Doesn’t that nake the point of what
we're trying to do here? Because this commttee, in the
U.S. Senate agreed with the anendnent we passed, that
anendnent got stripped out in the house conference.

Adm ral Downey: Continuity is usually a good thing.
And then you can do whatever you need to do to the person if
they' re not performng. Another nuance, it's alittle
conplicated, just mnmy personal conment, as you pronote
hal fway through, who relieves you? There's a three-star
reliever. So, it's alittle -- the long runs got to be
t hought of.

Senator Sullivan: Don't we do that wth navy nucl ear
reactors?

Adm ral Downey: No, that's four star relieves a four
star.

Senator Sullivan: Alright. W wll figure that out.

Anyone el se have a view on that from our experts here? |I'm
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way over ny time, sorry.

[ Laughter. ]

Dr. Seidle: 1'lIl answer it with a question. Any |arge
corporation that has conpl ex products, do they change out
their | eadership that quickly?

Adm ral Downey: There you go.

Ms. Qakley: That's consistent wth ny know edge.

Senator Sullivan: GCkay. Thank you, M. Chairman. |
think 1'mgoing to make another attack at this idea, and
hopefully the Navy will agree with us and not fight to kil
it, which they did successfully |last year.

Senator Scott: Thank you. Admral Downey could a ship
buil der, let's go back to what Senator King was talking
about. Could a ship builder act on recomendations fromits
wor kers such as standardi zing the bolts or naking ot her
changes as Senator King suggested? O would it take years
to get the change qualified and approved by the Navy?

Adm ral Downey: Thank you for the question, sir. It
depends upon what the change is, what the Senator was
referring to, our Genba wal ks, you're at the water for, I'm
sure you're famliar. So, we have been on the surface
mai nt enance side in the |ast 20 nonths, we've doubl ed the
on-tinme delivery. And we have been doing Genba wal ks for
about the last three years, of what is holding things up,

how do we go faster? GCetting it into the |larger conplex
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system it takes longer than that. And we've seen that.

So, we've been really focused on additive manufacturing
efforts. W' ve got about 15 different mmjor projects going
on and novi ng those parts as an exanple, from 900 to 9, 000
avai l able. W need to nove nmuch qui cker here. W are not
novi ng qui ck enough.

Senator Scott: Wiy does it take -- you know what, |
don't understand. | was never in this shipbuilding
business. But | don't get why it would take that long to
build a ship? | nmean, you have all the parts and so why
would it take, | nean, you can see naybe it'd take two years
to build a ship, but four years, five years, eight years. |
nmean, if you just start, think about it. |If the way we do
manufacturing in this country, it didn't seemlike it would
take that long, right?

Adm ral Downey: So that's an area we need to inprove,
we don't have all the material upfront. W buy it
t hroughout. So, the committee congress has supported us
significantly in the last few years of changi ng advanced
procurenment, fromtwo years to three years. Half of our
material in the last three to four years, five years has
taken half as long again too. So, we don't start with al
that material there.

Even if it's a followon nulti-year, we need to affect

that and nake sure we're ready. W need better efforts in
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getting the jobs for the workers that the hours that are
effective as we analyze them it's not where it needs to be.
They' re back and forth to the work site.

Senator Scott: But that's the responsibility of the
conpany that bid on this contract.

Adm ral Downey: Yeah, |'mnot arguing, sir.

Senator Scott: That's what's frustrating about this,
is that's their job. Have we asked you that when you were
in the auto business? D d they? No

Adm ral Downey: | agree with you

Senator Scott: How long does it take to build a cruise
shi p?

Adm ral Downey: It's closer to the couple of years.

Senator Scott: Do you know?

Ms. Cakley: Yeah. W benchnmarked and the | ongest
comrercial ship that we benchnmarked took 52 nonths. The
qui ckest Navy ship that we benchmarked was sonewhere around
90. It was a conplex commercial cruise ship.

Senator Scott: Took 52 nonths

Ms. Cakley: At nost.

Senator Scott: And what was the -- |like the second one
when |i ke Royal Caribbean has all these oceans or whatever -
- well how nmuch of the second one after they built that
first one at that design?

Ms. OCakley: Don't have that data, but it's never
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Senator Scott: Golly. It just doesn't nmake sense.
mean, it doesn't nmake any sense to ne why we're doing this.
So, Dr. Seidle, why did the Navy use a firmfixed price
contract for the design construction of the frigate? Wat
was the rationale and do you think this was right?

Dr. Seidle: | can't speak to the rationale of that.
And honestly, Adm ral Downey m ght have better sight picture
on that. W certainly talk a |lot about firmfixed price for
| ead ships is not what we typically want to do, right?
That's not how we are typically trying to roll. So not sure
about the decision back at that time. | can pull the thread
on that or if Admral Downey has additional insight. But
it's not typical what we would do for a |l ead ship.

Senator Scott: Go ahead.

Adm ral Downey: The Navy awarded a fixed price
i ncentive fee with the ship builder for a first of class,
and then the ship builder awarded a firmfixed price with
t heir subcontractor. | don't know why we didn't say, why
are you doing that? Howis that risk balanced? But we al so
awarded a fixed price incentive fee for T-AGOS, for exanple.

So, you can trace this back several years ago, that
there was nore than two -- there was three or four prograns
that we're starting first of class with and we're doing

fixed price. And having been involved with this business a
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long time, generally that's not a risk bal anced approach for
first of class.

Senator Scott: M. QGakley, so when you give themthese
| deas and then they don't do them do they tell you you're
crazy? Do they just ignore you? Wat do they do?

[ Laught er. ]

Ms. Cakley: Thankfully, 1've never had anybody in the
Navy tell me |I'mcrazy.

Senator Scott: Do they just ignore you?

Ms. OCakley: Yeah, It's just a lack of action in a |ot
of different respects. | think also too the recommendati ons
don't get elevated to the level that they need to be, to be
able to be resolved. And I'mglad to be able to work with
Dr. Seidle you know, going forward on how we can get sone of
t hese recomendati ons i npl enent ed.

Dr. Seidle: GCkay. |I'Il, make a comment on that. W
net |ast week to talk about this as well and spent sone tine
together. | think in the past we typically are talking to
each other via reports, which is not really the way to get
after it. And | think we can do a |ot better job of working
closely with her office and | nean that sincerely.

Senator Scott: You know, going back to what Senator
Sul livan said, the problemyou have if you sit here, who's
responsi bl e? Nobody. Because we change people out all the

time. So far, like can you say John was responsible or
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time?

Adm ral Downey: No.

Senator Scott: In business you coul d.

Adm ral Downey: Yes sir. No. multiple fol ks invol ved
in multiple turnovers over that period of tine.

Senator Scott: And has anybody been hel d account abl e?

Adm ral Downey: Not froma term nation perspective.

Senator Scott: Froma didn't get pronoted?

Admral Downey: Yes. | will share, 1've term nated
for cause, relief for cause, multiple folks. | term nated
the Ford program manager when | was the PEOQ | term nated
the shipyard, CEO and XO out in the far east this fall. And
those aren't decisions that you ponder. 1It's not fun, but
those are decisions that have to be reported to Congress and
you got to nove out on it. Overall, where that is
appropriate, it has in the longer run a positive effect on
t he workforce and the product |ine.

Senator Scott: Yeah. You know, in business, no one
wants to fire anybody, right? And it's not your fun day,
right? boy today amexcited. But if you don't, then nothing
happens. |'m done.

Senat or Kai ne: Senator Shaheen is on her way, so as
soon as she cones in Ill depart. Tariffs on alum num and

steel, how m ght that affect the cost of these inputs into a
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supply chain where we're already seeing costs go up faster
than the rate of inflation?

Dr. Seidle: So, we're having those discussions. |It's
alittle early froman assessnent perspective. You know,
probably about half of our alum numand a third of our steel
in 23 cane from Canada. Clearly tariffs in those arenas
could drive cost. But having said that, the steel plate and
bar for our ship building efforts, nost of it is
donmestically sourced. But we are expecting inpacts, but we
don't have our hands around yet what those inpacts are yet.

Senator Kaine: Wuld it be hard or easy to go from

you know, 66 percent donestic to a hundred percent donestic,

i ke that?
Dr. Seidle: | don't have the --
Senator Kaine: |It'd be hard. Let nme say one | ast

t hi ng and Senat or Shaheen's about to arrive and | know I
have a coupl e of questions. Just on the matching our
reality to our budget, I'mvery pro AUKUS. | think it's
great. | think we need to have nore alliances in the India
Pacific. W need to deal with the China threat that the
chair di scussed.

But | amworried about this reality to budget and in
particular, given that the Australian Parlianent did
sonmething that | just shuttered TO contenplate what it woul d

be like if we tried to do this here. They had a debate and
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they voted to give the U S. $3 billion for the U S
wor kforce to help build subs for Australia.

So, inmagine we were having a debate on the floor of the
Senat e about we want to give the UK $3 billion to help us do
sonmething. It would be a very tough debate. They did it
and they nade the comritnent and it denonstrates the concern
t hat they have about China, obviously. But we have a |ot at
stake in trying once they have gone out on that political
linmb way out on the linb, we've got all lot at stake in
trying to make sure we can neet the conmtnent.

And so, we need to neet our own needs for sure. But
that's a huge commtnent that they've nmade to us, and we
need to reciprocate with that. | yield back, M. Chairnman.
Thank you.

Senator Scott: Senator Shaheen, are you ready?

Senat or Shaheen: So, | think this is for Dr. Seidle.
Am | pronounci ng your name correctly?

Dr. Seidle: You nost certainly are, ma'am Thanks.

Senat or Shaheen: Alright. As you know, at our
Nation's four public shipyards, and actually Senator Kaine
may have raised this concern, the maintenance and
sustai nment mssion is critical. Wth that in mnd, |
wanted to ask about the future of the SIOP program which is
very inportant to the Portsmouth Naval Shipyard. And | hear

that the Navy's getting close to a decision on the
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i nfrastructure upgrades that are required for the Ford C ass
carrier program at the Puget Sound Shipyard. And that this
wll be the largest construction project that the Navy's
ever undertaken.

And while | understand that the Navy has said it wll
not inpact other SIOP projects that are al ready underway, |
want you to reassure ne that that is in fact the case
because there are a nunber of projects underway at the
Portsnout h Naval Shipyard that will be affected if there are
| npacts on other yards that already have SI OP projects under
constructi on.

Dr. Seidle: Yeah, thank you for that question, ma' am
The nmulti-m ssion dry dock obviously, in the infrastructure
upgrades is an inportant effort that we are absolutely
| ooking at, and intend to nove forward wth.

| think it's fair to say no inpacts to current SIOP
projects that are ongoing right now W have about 6.3
billion worth of projects across 51 different projects.

And, you know, it includes dry docks up at Portsnouth, two
of those there. W got a dry dock at Norfolk; we got a dry
dock going in at Pearl as well. And so those efforts are
all ongoing. The M2D2 is about 80 percent conplete froma
desi gn perspective.

Like I said, we don't expect inpacts to current SIOP

projects, but we will obviously prioritize funding and SI OP
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| ssues going forward. And sonme of that will play out in our
deci sion making and we'll continue to update via kind of our
SICOP five-year plan.

["mbullish on |ike SIOP is doing great things for the
Navy, Mark Edel son and his teamare really doi ng good worKk.
Not only solving sone of these infrastructure issues that
we' ve had forever -- sonebody was saying you know, our nost
recent built shipyard is in 1908. W don't often think
about it that way.

Senat or Shaheen: New Hanpshire goes back to 1800, so -

Dr. Seidle: | know, right? So just great work ongoi ng
there. Also, a lot of industrial equipnent, you know, 500
mllion and probably 237 pieces of equipnent, | think is the
nunber. So, we are committed to stay in the course on SIOP
in perpetuity. So, we'll continue to keep you updated and
apprised as we nove forward.

Senat or Shaheen: So, as you're thinking about the
comm tnment and Puget, what's the tinetable? And so, what
shoul d peopl e who are watching this be considering as
t hey' re thinking about where the decision points are for
what's going to happen?

Dr. Seidle: Yeah, ma'am |'|| take that question for
the record and get back with you froma timng because |

don't want to m sspeak on that because | knowit's an
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i nportant piece of the equation. But we'll take that for
the record and cone back to you.

Senat or Shaheen: (kay, thank you.

Adm ral Downey: Ma'am | can offer, being responsible
for the shipyards. | have just had an update this norning
on howit's going in Portsnmouth on the dual docking
capability, and overall going well. That project is well
ahead of M2D2, but your senses are right. |It's a large
project, M2D2, Ford-class carrier docking capability and
maj or el ectrical upgrades.

As we go through these SIOP reviews and deci si ons,
there's two constant thenmes of the reviews. Howis it going
to affect the work of the ships that are being processed
t hrough the yards? And then howis it going to affect the
ot her projects?

So, these are thenes at the highest |evels of the Navy
as we go through, and we'll get the specific dates, but
roughly M2D2 is, I'lIl use the phrase, a slow start around
the 28 tinefranme and 2030 kind of the large start. That's
the rough tinefrane and we'll cone back and validate. A |ot
of that O course depends upon where we are in the budget
process and what the national priorities are.

Senat or Shaheen: And so, will the fact that we're in a
continuing resolution for the renmai nder of this year affect

t hat ?
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Adm ral Downey: The continuing resolution approach
will affect sonme of the maintenance decisions for sone of
our platfornms, but not the construction projects that |'m
awar e of .

Senator Scott: Ckay.

Senat or Shaheen: Thank you, M. Chairman.

Senator Scott: Al right, thanks to the w tness.
Thanks for com ng, thanks for your testinony. W' re going
to | eave the record open for three days to take questions
for the record.

Thi s concl udes the neeting.

[ Wher eupon, at 4:09 p.m, the hearing was adjourned.]
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