Dollars and Sense:
Canada’s Surface Combatant Costs

Dave Perry

In February 2020 the Parliamentary Budget Officer (PBO)
will release an updated costing of the navy’s Canadian
Surface Combatant (CSC) project. Currently budgeted at
between $56-60 billion, the PBO is likely to report that
substantially more money is needed to deliver the CSCs.
That report could be a seminal moment in the project’s
life, and that of the Royal Canadian Navy. In no small
measure the future of Canada’s navy is intrinsically linked
to the CSC project, as at present it represents the entirety
of Canada’s government approved and funded naval com-
bat fleet.

There is significant reason to be wary about a report from
PBO finding a significant gap between how much money
the Department of National Defence (DND) believes the
project will require for successful completion and its own
estimate. As well, the report will be released to a minor-
ity Parliament during a worldwide economic crisis which
is placing severe strains on Canadian federal finances. If
that situation sounds familiar, it is because those same
conditions were present when the PBO reported in 2011
that much more money than DND was reporting publicly
at the time would be needed to acquire the F35 fighter jet.
That report initiated a sequence of events that derailed the
project, and a decade later, Canada still has not bought a
new fighter jet, although bids have been received under
the revamped competition. If the PBO finds more money
is needed for the CSC project, that could spell trouble.

As it stands, the last PBO costing from 2019 estimated
the budget should be closer to $70 billion than to $56-60
billion. Two key things have changed since then that will
likely push its estimate higher. First, there are rumblings
that the project is facing significant delays, placing deliv-
ery of a first ship in the 2020s out of reach. In its last effort,
the PBO pegged the cost of an additional year of delay at
over $2 billion.'

It is unclear where exactly the project stands as the gov-
ernment has said virtually nothing about the progress of
the project since February 2019 when Lockheed Martin
Canada was confirmed as Canada’s winning bidder and
the project entered into a critical period of detailed design
work. Canadian officials and Irving Shipbuilding, the
project’s prime contractor, have been reviewing the de-
tailed bid to understand it fully, make changes and trans-
late the bid proposal into the actual ship that will be built
in Halifax. That effort is complicated, time consuming
and arguably more difficult than the phases of the project
that came before it, and in those earlier phases the proj-
ect consistently missed one milestone after another. It is

moving forward, but there is no evidence suggesting that
the pace of the project has improved as the work became
more difficult and that is without trying to account for
any COVID-related impacts. Using the PBO’s last report,
a delay of just a couple of years on its own could increase
costs by about $5 billion.

The second key change between the PBO’s last report and
the present time relates to the actual ship itself and what
Canada intends to build. When the PBO last costed the
project, its analysis was based on the Royal Navy’s Type 26
frigate, which had been identified at the time as the ship
design upon which the winning submission was based.
But the Type 26 was just the starting point for that bid, as
Lockheed proposed modifying that ship design extensive-
ly to ensure it meets the navy’s requirements and provides
the economic benefit required by the government. Since
submitting that bid in October 2018, the requirements
have gone through a ‘reconciliation’ process that was ei-
ther finished a long time ago, just finished recently, or is
still ongoing, depending on whom you ask. While the pa-
rameters of this process have been fuzzy, it seems to have
resulted in significant additional combat capability being
added to Canada’s future warships. As one assessment
put it, the ship will be “brimming with missiles,” includ-
ing modern anti-air, area-air and anti-surface weapons

A CF-188 Hornet at Mihail Kogdlniceanu Air Base, Romania, on 27 October 2020
as part of Canada’s contribution to NATO operations in Europe. Nine years after the
Parliamentary Budget Office report on the rising costs of the Hornet replacement,
the Future Fighter Capability program remains in its competition stage.
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Credit: S1 Zach Barr, Air Task Force Romania
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Type 26
Global Combat Ship

A highly capable multi mission warship optimised for Anti-Submarine Warfare and designed to deliver
the full range of complex combat operations and contribute to global security.

Range Speed

In excess of 26+ knots

7000 nautical miles

Beam Crew

20.8 metres 157
Accommodation Propulsion
Upto 208, - 2 electric motors

including Embarked Forces 4 high speed diesel generators

| gos turbine
QEC
- Flexible mission bay — Flight deck
: Space for 10 x 20ft a Capable of landing
el 150 contoiners - a Chinook helicopter
or boats and

unmanned vehicles 65,000 tonnes

1,800 tonnes 90 metres

6,900 tonnes. 149 metres

Type 45

Credit: Ministry of Defence/Crown Copyright 2017

7.500 tonnes 152 metres

280 metres

INSPIRED WORK

A Royal Navy infographic shows the baseline Type 26 within the fleet architecture of the Royal Navy. Eight Type 26s will be built in addition to five cheaper Type
31 frigates. Unlike the RCN, the RN has dedicated anti-air warfare destroyers in the form of the Type 45, and thus its Type 26 lacks the long-range air defence

capabilities planned for the CSC.

< OPPOSITE PAGE This infographic for the Canadian Surface Combatant was released by the navy in November 2020. It highlights some of the major characteristics
including sensors, weapons fit and dimensions of the CSC, which differ considerably from the baseline Type 26 design.

Canadian ships have previously carried as well as the new-
to-Canada Tomahawk land-attack missile and the land-
attack function it will provide.

The net result, as material recently released by the RCN
makes clear, is that the CSC as currently envisioned is a
very different ship than the Type 26. It is both heavier and
longer. And while the hull and related systems are largely
the same, virtually the entire combat system is different.
Costing out the differences between the major components
of the combat system would presumably be a key feature
of the PBO’s report, including the radar, major weapons
systems, combat management system, and the Coopera-
tive Engagement Capability sensor network. Similarly, the
PBO might try and assess the implications of Canada ac-
quiring a ship with a purpose-built combat system and the
extensive design and systems integration work that will be
required to make it combat effective, including the impact
on schedule.

As we await the PBO’s report, it is worth remembering that
the organization has developed a solid track record of es-
timating the costs of ships built under the National Ship-
building Strategy. If it finds that significantly more money
is needed to deliver this project, that may be a good sign
that Canada should revisit the governance and manage-
ment of this project to ensure it is being managed well. The

project’s schedule keeps drifting and some of the most
difficult work lies ahead. Ensuring we have project man-
agement and governance that can effectively manage an
extraordinarily complicated developmental project is
the best way to keep the project’s costs down and deliver
the navy Canada needs.

While the federal government has been acting like
money is no object since the COVID pandemic started,
that sentiment is unlikely to last forever, and this proj-
ect could see some orders being placed more than a de-
cade from now. World-class management of this project
is imperative to deliver both world-class ships and best
value for Canadian taxpayer dollars.

Notes

1. Office of the Parliamentary Budget Officer, “The Cost of Canada’s Sur-
face Combatants: 2019 Update,” available at https://www.pbo-dpb.
gc.ca/web/default/files/Documents/Reports/2019/Canada-Surface-
Combatants-update/CSC_Update_2019_Report_E.pdf.
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