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and Illinois, Admiral Cark graduated from
Evangel Coll ege and earned a Master's Degree
of Busi ness Admi nistration (MBA) fromthe
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the Meritorious Service Medal (four awards), the Navy Commendation Medal, and
various service and canpai gn awards.



M. Chairman and nenbers of the Commttee, this will be nmy fifth
opportunity to talk with you about the investnents that you ve
made in Anerica s Navy and about our budget request for the
comng year. | want you to know that it has been an honor for
me to come to this “house of the people” and work with all of
you in the service of our great nation. Your dedication to the
publi c good has been an inspiration, and | am personally
grateful for having had the privilege to speak with you on so
many occasi ons.

| also want to express ny gratitude on behalf of the nen and
wonen of your Navy. Your exceptional and continuous support has
made possible their remarkabl e achi evenents of the last five
years in manpower, readiness levels, and our ability to generate
capabilities the joint force will need to fight and win in the
danger ous decades ahead.

These marvel ous Anericans — active and reserve, uniforned and
civilian — will continue to nake this nation proud as they take
the fight to today’'s eneny, while steadily transform ng our
institution to nmeet tonorrow s challenges. It is they who nake
ours the greatest Navy ever to sail the world s oceans; our
ability to attract, train, and retain themis a testanent to the
heal th of our service and an indicator of our proper heading as
we chart our course into the twenty-first century.

I Your Navy Today — Focused on Wnning the Fight

We are engaged in a war that | believe will be a generationa
chal l enge. Your Navy has been at the forefront of this war at
sea and on | and, and Sailors have represented thenselves with
great distinction. In this fight, your Navy is making history
as we contribute unprecedented reach, precision, persistence,
and awareness to the joint force. In this tinme of great
consequence for our future, our nen and wonen operating in the
air, on and under the sea, and on the ground are at the |eading
edge of the d obal War on Terrorism

Today, there are 94 ships on deploynent (33 percent of the
Fleet); this includes four aircraft carriers, and two big deck
anphi bi ous ships (LHA/LHD). They are deployed in support of the
nation's interests in the Persian Gulf, the Mediterranean, the

I ndi an Ccean and the Western Pacific (see Figure 1). And
because of the changes we’ve made in how we mai ntain our ships
and train our crews, still others are ready to surge forward on
short notice or are continuing operations |like strategic
deterrence; intelligence, surveillance and reconnai ssance



m ssions; and counter-drug patrols in support of other nationa
i mper ati ves.
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There are now approxi mately 19,000 Sail ors deployed to the
Central Command area of responsibility (AOR) in support of
Oper ati ons ENDURI NG FREEDOM (CEF) and | RAQ FREEDOM (O F). In
addition to the nore than 8,000 thousand nen and wonen of the
HARRY S. TRUMAN Carrier Strike Goup (CSG and the BONHOMVE

Rl CHARD Expeditionary Strike Goup (ESG, that nunber includes
sone 7,000 Navy personnel on the ground throughout the theater.
Anong them are nore than 2,500 nedi cal personnel in direct
support of ground conmbat m ssions, and nore than 1, 000 Seabees
managi ng construction projects for new lraqi schools, bridges,
roads and facilities. They are also teaching construction
skills as part of the Iraqgi Construction Apprentice Program

«+ OF In the past year, Navy aircraft have provided the reach,
preci sion, persistence, and awareness needed by Sol diers and
Mari nes engaged in OF ground conbat operations. Navy sea-based
tactical aircraft flew nore than 3,000 sorties and dropped nore
t han 100, 000 pounds of ordnance in close support m ssions. Less
vi sible, but no |Iess val uable, have been the nearly 5,000 hours
of dedicated surveillance and reconnai ssance flown by both sea-
based and shore-based Navy aircraft, providing the eyes and ears
of our people on the ground in Iraq. At sea, Naval Coastal
Warfare forces protect Iraq’'s oil terminals in the Persian Gulf.



« GNOT: In nultiple theaters in the war on terror, your Navy is
conducting Maritine Interdiction Operations (MO and Extended
MO EMOis the maritine conponent of the GAOT and its purpose
is to deter, delay and disrupt the novenent of terrorists and
terrorist-related materials at sea. Wth our extensive MO
experience in the Persian Gulf and el sewhere, we are well

trained to nonitor, query and board nerchant vessels, and we
have done so 2,200 tinmes in the |ast year alone.

W are actively participating in an ongoing series of
Proliferation Security Initiative (PSI) exercises as well as
wor ki ng groups conposed of operational experts from PSI partner
nations in an effort to prevent the flow of WWD, their delivery
systens, and related materials. This initiative is |led by the
State Departnment and envisions partnerships of states working in
concert to develop a broad range of |egal, diplomtic, econom c,
mlitary, and other tools to interdict shipnment of such itens.

We have al so been working closely with the U S. Coast Guard to
better defend the honel and, including devel oping a new
operational concept called Maritinme Donai n Awareness (NMDA). MDA
will enable identification of threats as early and as di stant
fromour borders as possible to determ ne the optiml course of
action. Arnmed with this better awareness and visibility, we
will provide an active, |ayered system of defense that

i ncorporates not only the maritinme domain, but space and cyber-
space as well. The success of these operations can be credited
to the synergy devel oped between our Navy, the Coast CGuard and
ot her agenci es.

| would Iike to point out here, as | have testified in prior
hearings, that to fully devel op our concept of Sea Basing and to
realize the fruits of MDA for the defense of our honel and, we
nmust take maxi num advantage of the wi dely accepted rights
codified by the Law of the Sea Conventi on.

Fromtransit passage, to reaffirmng the sovereign i munity of
our warships, providing a franework for countering excessive
clainms of other states, preserving the unfettered right to
conduct mlitary activities in the exclusive economc zones, the
Convention provides the stable and predictable |legal regime with
whi ch to conduct our operations today and in the future.

Joi ning the Convention will support ongoing U S mlitary
operations, including continued prosecution of the G obal War on
Terrorism and will enhance our |eadership role in maritine
matters. | strongly support United States’ accession to the Law
of the Sea Convention because joining the Convention wl|
strengt hen our nation’s defenses.



« Qperation UNI FI ED ASSI STANCE: By sea-basing our relief
efforts for South Asian tsunam victins in Qperation UN FI ED
ASSI STANCE, for exanple, the ABRAHAM LI NCOLN CSG and t he
BONHOMVE RI CHARD ESG (i ncl uding Marines fromthe 15'" Marine
Expeditionary Unit) delivered nore than 6,000,000 pounds of
relief supplies and equi prent quickly and with nore politica
acceptance than nmay have been possible with | and-based relief
efforts.

In addition, nine of our versatile P-3C reconnai ssance and
surveillance aircraft supported search and rescue operations,
whil e the H gh Speed Vessel (HSV) SWFT, an al um num hul | ed

cat amar an, deployed from Naval Station Ingleside, Texas, in
January to provide high-speed connectivity to the shore with its
ability to transit shallow water. The hospital ship USNS MERCY
IS now on scene to provide a base of operations for joint U S
mlitary nedical organizations and recogni zed international
nongover nnental and private relief organizations. And, nore

t han 400 Seabees assisted in disaster recovery efforts such as
cl earing roads, renoving debris and assessi ng danmage.

« Qur nost precious resource: At the heart of everything good
that is happening in our Navy today is the vital fact that we
are winning the battle for people. W are attracting,

devel oping, and retaining a talented cadre of professionals who
have chosen a |ife of service. Qur ability to challenge them
w th nmeani ngful, satisfying work that |ets them nmake a
difference is fundanmental to our covenant with them as | eaders.

To better fulfill this promse, we are in the process of
devel oping a Human Capital Strategy that fits the twenty-first
century -- a strategy that delivers the right skills, at the

right time, for the right work. W would not be in a position
to do that today had we not first tackled the fundanentals:
recruiting the right people, increasing retention, and attacking
attrition.

We have consistently net or exceeded our recruiting goals since
2000. This has allowed nore selectivity and a consequent
increase in the quality of recruits. Nearly 15 percent of our
current recruits, for exanple, now have coll ege experience, up
by nore than 300 percent since 2000. More than 95 percent of
new recruits now have hi gh school diplomas. And mnority officer
applications have increased by 27 percent.

We have experienced extraordinary retention in our Navy fostered
by a new culture of choice and a focus on professiona

devel opnent for our Sailors. This new culture has led to the

hi ghest retention in our history. Therefore we are able to be
nore selective in recruiting and establish the kind of



conpetitive environnent for reenlistnent and detailing. This,
inturn, allows us to nore effectively shape of the force,

devel oping a nore educated and experienced group of
professionals to | ead and manage our high-tech Navy. Sailors in
many ratings have been given new opportunities to conpete and
grow in our institution through adjusted NEC-targeted Sel ective
Reenl i st ment Bonuses and the Perform To-Serve program W have
al so piloted choice in assignnents with a new Assi gnnment
Incentive Pay pilot program Sailors are now able to conpete
for select jobs in duty stations across the gl obe.

Since 2000, we have al so reduced attrition by nearly 33 percent.
Thi s past year al one, |eaders throughout our Navy attacked the
nunber one cause for attrition: illegal drug use. Despite an
increase in testing of nine percent Navy-w de, the nunber of
positive sanples was down by 20 percent since 2003. 1In short,
we now have the highest quality workforce the Navy has ever
seen.

« Readiness to fight: W have a responsibility to you in the
Congress and to the taxpayers to ensure that the Navy the nation
has al ready bought is properly equi pped. W have invested
billions of dollars in training, naintenance, spare parts,
ordnance, flying hours and steam ng days so that the current
force is prepared on a day-to-day basis to deliver combat power
whenever and wherever it is needed. Today we have the best

readi ness performance |’ ve seen in ny career.

To enhance our Navy’'s ability to respond to crises whenever and
wher ever needed, we inplenented a G obal Concept of Operations
that increases both the nunber and capabilities of naval assets
that are forward depl oyed t hroughout the world. This new
operating concept delivers a sustainable global reach to

i nfluence current events through the sovereign presence of our
naval forces.

Thi s past year, we maintained Fl eet Response Plan’s (FRP s)
“6+2” readiness to consistently deliver six forward-depl oyed or
ready-to-surge CSGs al nost inmediately, plus two additional CSGs
in 90 days or less. The FRP allows us to surge 50 percent nore
conbat power on short notice to deal with future gl oba
contingencies than in the past. For exanple, we were able to
mai ntain the JOHN C STENNIS CSG in a “ready for war” state for
418 of the 509 days of its npbst recent readi ness cycle that

i ncl uded depl oyed operati ons.



Three Months, Five Theaters, Seven CSGs

trarigia Commitment to Allies and Coalition Partners

SUMMER [ T TN S 7

As part of the FRP, we dé&hgnseradted “presence with a purpose” in
a nulti-CSG surge exercise, SUMVER PULSE ' 04 (see Figure 2), as
wel |l as the four-nonth deploynments of USS RAMAGE and ROSS. W
al so surged USS BATAAN, BOXER, and KEARSARGE to enabl e Marine
Cor ps depl oynents to ongoi ng operations in Irag, and we naintain
this surge capability across the Fleet 365 days per year. To
support this level of operational availability, we have been

i mprovi ng our mai ntenance processes and organi zati ons.

I nnovative prograns |ike SH PMAIN and the Naval Aviation

Readi ness I ntegrated | nprovenent Program (NAVRIIP) hel ped
devel op and share best practices, streamine maintenance

pl anni ng and i nproved performance goals in shipyards, depots and
ot her mai ntenance facilities.

« Transformng for the Future: At the Naval War Coll ege in June
2002, | introduced our vision of tonorrow s Navy, Sea Power 21



(see Figure 3).
SEA POWER 21
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enhanced procurement
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Projecting Operational Independence...
joint power from the sea

Figure 3

Sea Power 21 began the process of translating theory into
practice for a wi de range of advanced concepts and technol ogi es
-- ranging fromthe stand up of the Fleet ASW Command to the
initiation of ballistic mssile defense -- that wll increase

t he conbat effectiveness of the joint force. W are noving
forward with the main concepts of that vision to transformthe
way we fight.

We have introduced Sea Strike capabilities that extended our
reach and precision, providing joint force cormmanders with a
potent m x of weapons. In OF, we deployed F/ A 18E/ F Super

Hor net squadrons, providing greatly enhanced range, payl oad, and
refueling capability. Tactical Tomahawk has entered service,
allowing in-flight target re-programm ng and increasing our tine
sensitive strike capabilities. The Shared Reconnai ssance Pod
(SHARP), the Advanced Targeti ng Forward-Looking Infrared (AT-
FLIR), the Joint Helnet Mounted Cueing Systemand the Milti -
Functional Information Distribution System (MDS) arrived in the
Fl eet and showed us the power of these new know edge dom nance
technol ogi es. The Advanced SEAL Delivery Systemnmade its first
depl oyment with USS GREENEVI LLE this year, and we started
conversion of the third of four SSBNs for conventional strike
and SOF insertion.



Qur Sea Shield capabilities also inproved, extending the
defensive unbrella over joint forces ashore during OF. USS
CURTI S W LBUR conducted the nation’s first ballistic mssile
defense patrol. Wthin four years, 18 warships will be fitted
with a transformational ballistic mssile surveillance,

tracki ng, and engagenent capability. W also published an Anti -
Submari ne Warfare Concept of QOperations (ASW CONOPs), descri bing
ASWforce attributes, warfighting principles, and devel opnent
priorities.

Recent results from at-sea experinents have yi el ded significant
insights into revolutionary distributed ASWsensor technol ogi es
and communi cations that denonstrate the potential of this new
CONCPs. Additionally, we refined our Mne Warfare Roadnmap to
expedite the fielding of new technol ogi es and capabilities into
the Fl eet, denonstrated the defensive capabilities of Anti-

Tor pedo Tor pedoes, and awarded a contract to desi gn and devel op
the Multi-Mssion Maritinme Aircraft for maritime surveillance to
repl ace the aging P-3.

Wth our nunber one joint partner, the Marine Corps, we continue
to explore options to best realize Sea Basing, studying the
optimal ship mx for future ESGs and Maritinme Pre-positioning
Force (Future) squadrons. W comm ssioned USS VIRG NI A ( SSN
774), our first submarine designed for littoral m ssions, and
accepted delivery of USS JI MW CARTER (SSN 23) with
significantly inproved payl oad capability. W also approved
basel ine designs for the Littoral Conbat Ship (LCS) and begin
construction on our first LCS in June of this year.

Among our FORCEnet initiatives to integrate the power of a
net wor ked conbat force, we established an enterprise-w de
architecture that puts in place standards for both

i nfrastructure managenent and the networking of conmbat systens.
We have al so devel oped a plan for increased use of unmanned
systens in tactical ISR and collaborated with the Air Force to
devel op an Airborne Networking strategy for tactical as well as
command and control aircraft. In that vein, we have begun to
align the C4I SR concepts of all the Services: FORCEnet (Navy
and Marine Corps), C2 Constellation (Air Force) and LandWar Net
(Army). We have al so enhanced joint and coalition
interoperability in our deploying ships through installation of
CENTRI X and COMN net s.

Sea Trial, our initiative to streamine and formalize our
experinmentation process, is up and running with the Fleet in
charge. This past year, we conducted 43 different experinents,
rangi ng fromLCS concept of operations devel opnent to Mssile
Def ense Surface Action Goups. W tested SSGN effectiveness in
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a joint scenario with networked forces at sea, in the air, and
on land. W conducted a highly conpl ex and chal | engi ng ASW
experiment in UNDERSEA DOM NANCE 04, while we tested dynamc
bandwi dt h managenent and reach-back in TRI DENT WARRI OR 04. W
sponsored | eadi ng edge technol ogies for future naval warfare
including: X-Craft, an innovative ship to be used as a test
platformfor the Littoral Conmbat Ship; an operational-scale

el ectromagnetic rail gun; new concepts for persistent littora
undersea warfare; prograns to enhance the joint tactical use of
space; and Sea Basing enablers. W also focused the Future
Naval Capability programto close warfighting gaps and overcone
techni cal barriers.

We are also transform ng the business of running the world's
greatest Navy. Qur Sea Enterprise Board of Directors enploys a
di sci plined review process that hel ped ensure maxi mum
effectiveness of every dollar we spend. |In addition, we
establ i shed a Corporate Business Council to aid business process
transformation, and to foster a culture of productivity and
conti nuous inprovenent. This forum of senior Navy |eaders is
chartered to:

« Devel op and advocate high potential, cross-functiona
initiatives and ensure enhanced performance and organi zati ona
ef fici enci es.

« Ensure savings are harvested and returned to the | eadership
for reallocation against other Navy priorities.

« Track and integrate Echelon Il business initiatives, and
facilitate barrier renoval and organi zational inpedinents to
change.

« Ensure Sea Enterprise and CNO Echelon Il Execution Review
| essons-1 earned are | everaged across all comands.

Initiatives such as AirSpeed, Task Force Lean, SH PMAIN, and
NAVRI | P are al so inproving ship and aircraft support processes
whi | e sustai ni ng readi ness.

« Service that nakes a Difference: Sailors are the core
resource of the Navy and we conpete with industry to retain
them Congressional conmtnent to conpetitive pay has nade this
possi bl e i ncludi ng base-pay rai ses and elimnation of out-of-
pocket expenses for housing. Additionally, we have funded

achi evenent of Homeport Ashore, ained at noving single sea-duty
Sailors to Bachelor Quarters by FYO0S8.

Quality of service has al so been enhanced for the famlies of
our Sailors. W have inproved famly housing and remain on
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track to elimnate i nadequate fam |y housing units by FYO7.

Fam |y nedi cal care benefits have been enhanced through the
initiation of TRICARE for Life, ensuring superb nmedical care for
qualified famlies after their mlitary service. W have al so
joined partnerships with private industry to provide nobile
career opportunities and enhance the Spouse Enpl oynent

Assi stance Program

Training and education for our Sailors are a critical conponent
of their quality of service. W have created a systemto

accel erate the inplenentation of training and education

i nprovenents that has becone a nodel for DoD. These prograns
seek to create the workforce for the twenty-first century and to
ensure the right skills, in the right place, at the right tine.
Educati on opportunities have al so been enhanced t hrough the Navy
Col | ege Program including partnerships with civilian colleges,
to provide rating-rel ated associ ate and bachel or degrees via

di stance | earning.

In July of |ast year, the Navy established a Professiona
Mlitary Education (PME) Continuum This continuum of | earning
wi |l provide career-1ong educational opportunities for the

prof essi onal and personal growth of Sailors. It incorporates
Joint PME and Navy PME with advanced educati on and | eadership
training, and wll be a key factor in job assignnent and career
progr essi on.

« The Power of Alignnent: Over the last five years, we | aunched
nunmerous initiatives ainmed at increasing the alignnment of our
organi zation. Alignnment within our Navy is about two

fundanental things. First, it ensures that organizations,
systens, and processes are constructed to effectively and
efficiently produce a conbat-ready Fleet. It also ensures we
share a common under standi ng of our m ssions and objectives.

As part of that effort, we created the Conmander, Fleet Forces
Command (CFFC) to integrate policies and requirenents for

manni ng, equi pping, and training all Fleet units. This year, we
put in place a Fleet requirenents generation process with CFFC
as the lead Fleet integrator, to review and approve all Navy
requi renents docunents, and provide formal Fleet input at al
requi renents generation levels. W also aligned the Navy
Warfare Devel opnent Command and warfare centers of excellence
under CFFC, to stinulate concept devel opnent and technol ogy
insertion to the Fleet.

W created Fleet Type Conmmanders to |lead their comrunities from
the waterfront. That effort is now hel ping us to better design
a twenty-first century Human Capital Strategy, and to refine our
trai ni ng and mai nt enance processes.
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The Human Performance Center (HPC) was established in Septenber
2003 to apply Human Performance and Hunan System I ntegrati on
principles in the research, devel opnent, and acquisition
processes. HPC will help us understand the science of |earning
and ensure training is driven by Fleet requirenments. This is
hel ping to provide better growth and devel opnent opportunities,
el imnate performance and training deficiencies, save noney, and
i mprove readi ness.

W established the Commander, Navy Installations Command (CNI)
to guide the operations, adm nistration, and support for Navy
installations world-wi de while reducing infrastructure
managenent |ayers. OCN inproved our capability to nanage

di spersed facility operations, conserve val uabl e resources,
establish enterprise-w de standards, and inprove our facility
infrastructure.

We established the Assistant CNO for Information Technol ogy
(ACNOIT) to pronote Navy-w de alignnment between warfighting and
busi ness i nformati on technol ogies, and to ensure IT investnents
and resources are targeted for highest value efforts and return
on i nvestnent.

We al so established the Conmander, Navy Education and Trai ni ng
Conmmand to serve as the Chief Learning Oficer for the Navy and
to be the single authority for individual training (officer and
enlisted) strategy and policy.

W inproved the integration of our Total Force, streaniining
Reserve headquarters and increasing Reserve access to Active

pl atfornms and equi pnent. On any given day during 2004, nore

t han 20, 000 Reservists were on active duty engaged in Fleet and
joint operations as part of the “total force.”

I1: Your Navy Tonmorrow — Bridging to the Future

Previously, our force structure was built to fight two nmajor

t heater wars. However, the strategic | andscape is vastly
different today, and this new strategic | andscape requires
additional capabilities to accormpdate a wi de array of m ssions.
W are therefore adjusting the scope and scal e of our

war fighting capabilities to support snall-scal e contingenci es,
such as peacekeeping and stability operations in addition to
traditional warfighting requirenments. W are also diversifying
our capabilities in order to mtigate greater risk against
irregul ar, catastrophic, and disruptive challenges that we face
today and for the foreseeable future. (See Figure 4).
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Strategic Environment

Past =i Future

Stability
Major Combat Operations Operations

Small Scale Contingencies Major Combat Homeland

Show of Force Operations Security

Humanitarian Assistance
Non-hostile Evacuation Operations
Peace Enforcement
Peace Keeping
Disaster Relief

Figure 4

In neeting today’ s chall enges, we nust inprove the strategic
speed necessary to nove significant, joint conbat power anywhere
around the globe. U S mlitary force nust be i medi ately

enpl oyabl e and rapidly depl oyabl e, seizing and mai ntaining the
initiative in any fight, anywhere.

Second, we must continue to develop “precision.” As precision
weaponry becones conmonpl ace throughout the joint force, we mnust
devel op concepts of operation and doctrine to maxim ze these
powerful capabilities.

Third, we nust establish an “unblinking eye” above and

t hr oughout the battl espace. Technol ogi cal |eaps in

m ni aturization have begun to make possi bl e an increasing array
of unmanned sensors along wth the comuni cati ons networ ks and
command and control (C? capacity to yield pervasive awareness of
t he battl espace.

We nust al so continue to develop to the fullest neasure of joint
i nt erdependence. W are nore effective as a fighting force and
nore efficient wwth taxpayer dollars when service m ssions and
doctrine are designed fromthe start to be fully integrated.

Attributes of Tonmorrow s Success: In short, speed and agility
are the attributes that will define our operational success.
But, the inportance of these qualities extends beyond operations
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to the very foundations of our institution. This is true
regardl ess of whether we’'re tal king about our personnel system
the size and adaptability of our technol ogical and industria
bases, the design and function of our supporting infrastructure,
or the financial planning necessary to put conbat power to sea.
Speed and agility define our operational response but al so need
to characterize our acquisition process. W nust continue to
find new and better ways to develop and field our energing
technol ogi es, and the cycle in which this occurs needs to be
nmeasured in nonths not years.

The drive to increase our speed and agility neans increasing the

operational availability of our forces. W wll do so by
continuing to refine and test the Fleet Response Plan and its
associ ated training and nmai nt enance processes. It neans

studyi ng our base structure to ensure that we are in a position
town And it neans that we have to do what we can to |ighten
the I oad of joint forces going ashore and reduce our ground
footprint. To that end, we nust nore fully devel op the
operational concepts and tools required for the delivery of
preci sion, sea-based fires and logistics to support forces
ashore.

The Maritinme Domain: The increasing dependence of our world on
the seas, coupled with growi ng uncertainty of any nation’s
ability to ensure access in a future conflict will continue to
drive the need for naval forces and decisive joint capability.
Addi tionally, increased enphasis on the littorals and the gl oba
nature of the terrorist threat will demand the ability to strike
where and when required and the maritine domain will serve as a
key enabler for US mlitary force.

W will continue to refine our operational concepts and
appropriate technol ogy investnents to deliver the kind of

dom nant mlitary power fromthe sea envisioned in Sea Power 21.
W wi il also continue to pursue the operational concepts for sea
basi ng persistent conbat power. As part of that effort, we wll
work to expand our conbat |ogistics force capacity, and we wl |
build a Maritinme Pre-positioning Force (MPF) wi th higher-
capability alternatives to support sea basing a greater
proportion of USMC tactical aviation, other supporting fires and
| ogi stics.

W wi il invest in technology and systens to enable a noderate
nunber of naval vessels to fight above their weight, delivering
deci sive, effects-based conbat power in every tactical and
operational dinension. W wll pursue network-based, cross-

pl atform systens for fusing sensor information and for
supporting nmulti-static processing of sensor signals delivered
in large part by sea-based, unmanned tactical surveill ance
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systens. Qur network-based command and deci si on systens w ||
permt tactical conmmanders to view an integrated battl espace
picture that supports time-critical, precise, accurate tactica
actions. W wll also pursue an offensive information
operations capability on naval ships, aircraft, and weapons.

W will also invest in technology and systens to enhance the
survivability of the joint force against anti-access threats and
threats in the densely packed littoral environnment. These

i nclude hard-kill defense systens (including directed energy
weapons) that are effective against anti-ship mssiles, snmal

hi gh- speed surface craft, and torpedoes. They also include
disabling ("non-lethal ") systens that can neutralize close-in
anbi guous threats; radars and sonars that achi eve higher
performance w t hout hi gher power; precise, retargetable, sea-
based stri ke weapons with significant "loiter on station”
capability for close fire support; over-the-horizon surface-to-
air mssiles and the sensor network to target them and higher-
per f ormance organi ¢ m ne counternmeasure systens, including
systens for very shall ow water.

Total Force Endstrength: Changes in our operational concepts
and our investnents in technology will require us to recruit,
train and retain a warrior force that is nore educated and
technically savvy. Smart ship technol ogi es enbedded in future-
design ship classes, capital-for-Ilabor substitutions for
perform ng manpower -i ntensive tasks, and condition-based

mai nt enance with systens that identify when mai ntenance is

required will all fundanmentally change the nature of the work
that we do. And because the nature of the work will change, we
W ll need to reassess and nodify the fundanental el enents of our

personnel structure to maxim ze the benefits of that change.

Technol ogy, innovation, and outsourcing are changing the
endstrength requirenents for our Navy. Technol ogy continues to
change the nature of work and allows us to optim ze the nunber
of personnel that once perforned nore nanpower intensive tasks.
I nnovati ve manni ng nmet hods such as Optimal Manni ng and Sea Swap
al so offer enornous potential and we will continue our
experimentation. Qutsourcing non-warfighting functions and
civilian conversions al so reduce endstrength requirenents.

We therefore seek to reduce our Navy endstrength to 352, 700
active Sailors by the end of FY 06 as seen in Figure 5.
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Figure 5

We have al ready used existing authorities and our Performto-
Serve programto preserve the specialties, skill sets and
experti se needed to continue the proper shaping of the force.

To date, nore than 4,000 Sail ors have been steered to

under manned ratings, and nore than 42,000 have been approved for
in-rate reenlistnent since the program began. Qur Performto-
Serve and early release prograns are part of a deliberate,
controlled, and responsible strategy to becone a nore
experienced, better trained, but snmaller force.

The National Security Personnel System (NSPS) provides an

addi tional opportunity to increase our organizational speed and
agility by inmproving the way we hire, assign and conpensate our
civilian enployees. NSPS will nake us nore effective, while
preservi ng enpl oyee protections and benefits as well as the core
val ues of the civil service.

Force Capabilities: As we evol ve advanced concepts for

enpl oynent of forces, we will also refine anal yses and

requi renents, to include the appropriate nunber of ships,
aircraft, and submarines. As discussed above, | believe that

t he wave of transformati on now washi ng over our arned forces is
essentially about devel opi ng the nmeans for pervasive awareness
of the battl espace, and for exploiting that know edge with rapid
and precise firepower to achieve desired strategic effects.
W're going to carry that revolution forward into all m ssion
areas, from supporting Marines ashore in Distributed Operations,
to Anti-Submarine Warfare and M ssil e Def ense.

In a sensor-rich construct, the nunbers of platforns are no
| onger a neani ngful neasure of conbat capability. And just as
t he nunber of people is no longer the primary yardstick by which
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we neasure the strength or productivity of an organi zation in an
age of increasing capital-for-labor substitutions, the nunber of
ships is no | onger adequate to gauge the health or conbat
capability of the Navy. The capabilities posture of the Fleet
is what is nost inmportant. In fact, your Navy can deliver nuch
nore conbat power, nore quickly now than we could twenty years
ago when we had twi ce as nmany ships and half again as many
people. See Figure 6, for exanple, on the effects of technol ogy
and new operational concepts on the capabilities of the Fleet.
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Shi pbui | di ng and Design:FlpHrgdgition to new concepts of
operation and the technol ogy that supports them we are thinking
anew about shi pbuilding and design. For the first tinme in
decades, we are building entirely new types of ships in FYO6 and

beyond; the nodul ar nature of these ships will give us
flexibility and adaptability to fight in diverse environnments
against a variety of possible enemes. It also allows us to

dramatically expand their growh potential with |less technica
and fiscal risk.

What all of this neans is that we are investing in the right
capabilities for the future, not just the platforns that carry
them Further, | believe that the current lowrate of ship
construction and the resultant escal ation of platformcost wll
constrain the future size of the Fleet. As | have previously
testified, | don't believe that it’s all about numbers; nunbers
have a quality all their own, there’ s no question about that.
But, it is nore inportant that we buy the right kinds of
capabilities in the ships that we're procuring in the future,
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and that we properly posture our force to provide the speed and
agility for seizing and retaining the initiative in any fight.

The ultimate requi renent for shipbuilding, however, wll be
shaped by the potential of emerging technol ogies, the anount of
forward basing, and i nnovative manni ng concepts such as Sea
Swap. Additional variables range fromoperational availability
and force posture to survivability and war plan tinelines.

The notional diagram below (Figure 7) illustrates how manni ng
concepts and antici pated technol ogi cal adaptation will nodify

t he nunber of ships required. The blue and yellow |lines
represent |levels of conbat capability and the ships required to
achieve that capability. For exanple, the left side of the

di agram shows our current nunber of ships (290) and the current
projection of ships required to fully neet d obal War on Terror
requirenments (375) in the future. The right side of the diagram
shows a projection that provides the sane conbat capability but
fully | everages technol ogi cal advances wi th maxi num use of Sea
Swap. It is a range of nunbers because the degree of
technol ogi cal adaptation is a variable, as is the degree to

whi ch we can inplenment Sea Swap. The middle portion of the
curve (in the red ellipse) shows a projected range that assunes
a |l ess extensive projection of technol ogical adaptation and use
of Sea swap. Although sinplified, this diagramshows how the
application of transformational new technol ogi es coupled with
new manni ng concepts will enable us to attain the desired future
conbat capability with a force posture between 260 and 325

shi ps.
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Shi pbuilding Priorities: Qur shipbuilding priorities and ny
testinmony to Congress on that subject over the |ast five years
have been consistent. M thenes have been and remain:

« The ship procurenent rate -- dating back to the procurenent
hol i day of the 1990s — was insufficient to sustain |long-term
needs;

- W seek a | evel-1oaded shipbuilding investnent stream

« W need to partner with you and with industry to regai n our
buyi ng power. Acquisition and budgeting reforns, such as
mul ti-year procurenent, Econom c Oder Quantity, and other
approaches help to stabilize the production path, and in our
view, reduce per unit cost of ships and increase the
shi pbui I di ng rate.

In no other area of our Arned Forces do we meke such | arge
capital investnents that, in turn, inpact inportant

t echnol ogi cal and industrial sectors of our econony. In making
these investnments, we would appreciate legislative relief with
nore flexible funding nmechani sms to support shipbuilding -- such

as funding CVN21 and LHA(R) over two years -- as we fight a
gl obal war while transform ng to neet the demands of the changed
strategic | andscape. Qur investnents are influenced by:

Cost of War. The shift in the strategic |andscape occurs as we
cope with the fiscal realities of funding current operations.

O note, the Navy absorbed $1.5B in corporate bills for Cost of
War items not funded by FYO4 GAOT Suppl enmental. To neet this
obligation, $200M was charged to ny Working Capital Fund, $600M
was charged to O&M funds (including $135M from CN
infrastructure), and $687M was charged to our investnent funds
to fund force protection, equipnment and personnel costs.

Shi pbui I ding cost growth. Among the greatest risks we face is
the spiraling cost of procurenent for nodern mlitary systens,
and shipbuilding is no exception. Wen adjusted for inflation,
for exanple, the real cost increase in every class of ship that
we have bought since |I was an Ensign, United States Navy, has
been truly incredible.
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Shipbuilding Cost Growth
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Figure 8

It becones nore so when taken in conparison to other capita
goods |i ke autonobiles, where the inflation-adjusted cost growth
has been relatively flat over the same period of tine.

Shi pbui | di ng cost increases have grown beyond our ability to
control as conpared to decades prior. As we seek greater conbat
capability and greater operational efficiencies through upgraded
power, propul sion, and conputing technol ogies, we find a ratio
of cost growth beyond our seem ng control, which nay not be
fully explainable solely by reduced econom es of scale. See

Fi gure 8.

The total costs of nmanpower have increased significantly since |
have been CNO. Those costs are having an inpact, not only on
our ability to maxim ze the talents of our people, but also on
the investnents needed to transform our conbat capability for
the future. W have kept faith with those who serve by
advocating better pay and benefits, and we have al so kept faith
with the taxpayers who expect that the Navy they have bought and
paid for is ready when you call upon us. Having said that, the
conbat power of your Navy is not defined by the nunber of
Sailors in the ranks. W are therefore taking steps to redefine
our approach to human capital and to our operational concepts.
Once again, | ask you to approve a force with reductions in

per sonnel endstrength.
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I11: Qur FYO6 Budget Reguest

Thi s past year our Navy’'s budget request continued our effort to
sustain our current readi ness gains, shape the twenty-first
century workforce, and invest in our transformati onal Sea Power
21 vision while harvesting the efficiencies needed to fund and
support these three critical priorities. The current strategic
envi ronnment demands bal anced fundi ng between current operations
and future investnments, and the FY06 budget neets this bal ance

i n funding.

This year we intend to:

« Continue to deliver the right readiness at the right cost to
fight the dobal War on Terrorismand support the nation’ s war
fighting needs;

- Accel erate devel opment of our Human Capital Strategy that
delivers the right skills, at the right tinme, for the right
wor k, unl eashing the power of our people;

- Maxim ze our investnent in Sea Power 21 capabilities to
transformour force and the joint warfighting team

- At the sanme tinme, we will continue to pursue the Sea
Enterprise inprovenents that make us a nore effective Navy in
bot h FYO6 and beyond.

As our budget is finalized in the comng nonths, there will be a
nunmber of fiscal issues and processes that will have an inpact,
specifically: the cost of war in Iraq, Base Realignnment and

Cl osure decisions, and the findings of the Quadrennial Defense
Review. Wth that in mnd, our Navy budget request for FY06 and
t he future includes:

« Four (4) new construction ships in FYO06:
o One (1) SSN 774
o0 One (1) Littoral Conbat Ship
o One (1) T-AKE
o One (1) LPD 17

The i nvestnent plan across the future year’s defense program
(FYDP) calls for 49 new construction ships, including DD X),
LHA(R) Flight 0, MPF(F), CVN 21, and SSN 774s. \Wile our build
rate dips to four ships in this budget year, this is a
reflection of a shift in focus to the next generation surface
conbat ants and sea basing capabilities.
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« Procurenment of 138 new aircraft in FY06, including the first
four EA-18G aircraft and three Firescout unmanned aeri al
vehicles (UAVs). The budget continues to maxim ze return on
procurenent dollars, primarily through the use of nmulti-year
procurenent (MyP) for the F/A-18E/F and EA-18G the E-2C, the
VH 60S and the KC-130J progranms. W have al so nmade research and
devel opnent investnents in the Joint Strike Fighter (JSF) and
the broad area anti-submarine, anti-surface, maritinme and
l[ittoral intelligence, surveillance and reconnai ssance (I SR)
capable Multi-m ssion Maritinme Aircraft (MWA).

« Investnent in transformational unmanned underwat er vehicles
(UWV) like the M ssion Reconfigurable UUV System and unmanned
avi ation vehicles (UAV) such as the Broad Area Maritine
Surveillance UAV and the Joint Unmanned Conbat Air System The
budget al so requests funding for experinental hull forns |ike
the X-Craft, and other advanced technol ogi es including the Joint
Aerial Comon Sensor (JACS).

« A 3.1 percent basic pay raise for our Sailors, a 2.3 percent
pay raise for our civilian workforce, and investnent in housing
and Public-Private Ventures that will help elimnate inadequate
barracks and fam |y housing by FYO7 and enable us to house

shi pboard Sail ors ashore when their vessel is in honmeport by
FYO08;

+ Readi ness investnent that supports the Fl eet Response

Pl an, including sustained funding for ship and aircraft
operations, aviation depot nmintenance, and precision guided
muni tions. This includes inprovenents in ship maintenance and
training scheduling to naxi mze surge capabilities.

A. Continuing to deliver the right readiness at the right cost to
fight the dobal War on Terrorism

Cetting to the fight faster to seize and retain the initiative
nmeans that a key word in our future is “surge.” If a resource
doesn’t have surge capability, we are not going to own it.
Every part of the Fleet will be organi zed around this surge
operational concept and its associated training, naintenance,
and | ogi stics processes. We nust understand and adapt our
war f are doctrine, supporting procedures, training, and schedul es
to take best advantage of FRP and ot her energi ng operationa
constructs. And we nust also determ ne, accurately articul ate,
and continuously validate our readi ness requirenents. Taking
prudent risks and attacking cost will permt us to fund
essential requirenments, optimzing the operational inpact of
today’'s Navy while creating a future Navy that capitalizes upon
and can rapidly field new technol ogy.
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« Ship Operations and Flying Hours requests funds for ship

oper ati ons OPTEMPO of 51 days per quarter for our depl oyed
forces and 24 days per quarter for our non-deployed forces. W
have properly funded the flying hour account to support the
appropriate | evels of readiness and | onger enployability

requi renents of the FRP. This |evel of steam ng and flying

hours will enable our ships and air wings to achieve the
requi red readi ness over the | onger periods defined by the Fleet
Response Plan, and as a result, it will inprove our ability to

surge in crisis and sustain readi ness during depl oynent.

« Ship and Avi ati on Mai ntenance. W have nmade significant

i nprovenents these |last few years by reducing maj or ship depot
mai nt enance backl ogs and aircraft depot-|evel repair back
orders; inproving aircraft engine spares; adding ship depot
avail abilities; ranping up ordnance and spare parts production;
mai nt ai ni ng steady “m ssion capable” rates in deployed aircraft;
fully funding aviation initial outfitting; and investing in
reliability inprovenments. Qur FY06 request continues the

i nproved availability of non-deployed aircraft and neets our 100
percent depl oyed airfranme goals. Qur ship maintenance request
continues to “buy-down” the annual deferred mai ntenance backl og
and sustains our overall ship maintenance requirenent. W are
maki ng great strides in inproving the visibility and cost-
effecti veness of our ship depot maintenance program reducing

t he nunber of changes in work package pl anni ng and usi ng our
conti nuous mai ntenance practi ces when changes nust be nmade.

- Shore Installations. Qur Facilities Sustai nment, Restoration
and Moderni zation (SRM programremains focused on inproving
readi ness and quality of service for our Sailors. Qur FY06
MIlitary Construction and Sustai nnent programreflects difficult
but necessary tradeoffs between shore infrastructure and fl eet
recapitalization. Facilities sustainnment is 95 percent in FYO6,
the same as in FYO5. Qur budget request keeps us on a course to
achi eve the DoN goals to elimnate i nadequate famly and
bachel or housi ng by FYO7 and provi de Honmeport Ashore Bachel or
Housi ng by FY08. W are exploring innovative solutions to
provi de safe, efficient installations for our service nenbers,

i ncl udi ng design-build inprovenents, and BRAC | and sales via the
GSA Internet. Additionally, with the establishnent of Navy
Install ati ons Command, we have inproved our capability to manage
our dispersed facility operations, conserve val uabl e resources,
establish enterprise-w de standards and continue to inprove our
facility infrastructure.

« Precision Guided Munitions receive continued i nvestnment in our
FYO6 request with enphasis on the Joint
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Stand- O f Weapon (JSOW, Joint Direct Attack Munition (JDAM,
Tactical Tomahawk (TACTOM), and Laser-Gui ded Bonb (LGB)
inventory levels. Joint partnerships wwth the Air Force and
Army in several of our munitions prograns continue to help us
optim ze both our inventories and precious research and

devel opnent investnents and will remain a focus for us in the
future.

« Training Readiness. W continue to make significant strides
inthis critical area. 1In FY04, the Congress supported two

i nportant prograns to advance our training readiness. First,
you endorsed the Training Resource

Strategy (TRS), to provide nore conplex threat scenarios and to
i nprove the overall realismand value of our training.

Addi tionally, you funded the Tactical Training

Theat er Assessnent and Pl anning Programto provide for a
conprehensi ve training range sustai nnent plan. Qur FY06 budget
continues this work. We are working to nake the

Joint National Training Capability a reality. W have
established a single office to direct policy and managenent
oversight for all Navy ranges as well as serve as the resource
sponsor for all training ranges, target devel opnent and
procurenent, and the Navy portion of the Maj or Range Test
Facility Base (MRTFB).

« Environnmental Readiness. | would [ike to highlight our
gratitude to you in the Congress for the anmendnents to the
Endangered Species Act (ESA), the Marine Mammal Protection Act
(MWA) and the Mgratory Bird Treaty Act (MBTA) enacted in the
2003 and 2004 NDAA. These anendnents nade favorabl e changes

t hat have i nproved our Navy’'s performance in both environnental
stewardship and Fl eet training operations. Carifying our
current and future responsibilities and providi ng assurances

t hat these standards will remain constant is helping us to plan
and resource for stable, long-termprograns that will benefit
both fleet readiness and the land and |ife that abounds on and
around our ranges.

B. Accel erating Devel opnent of our Human Capital Strategy

Wien | testified before your commttee |ast year, | said that we

woul d take the opportunity afforded by success in recruiting,
retention and attrition to begin the hard work of fundanentally
restructuring our personnel systemto conpete for talent in the
twenty-first century nmarketplace. Your support has been
instrumental in getting to this point. The inprovenents and
pilots that Congress has supported — i ncluding bonuses, pay
tabl e adjustnents, retirenment reforms, better medical benefits,
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and our Sea Warrior initiatives — are having the desired
i mpact .

We al so continue to challenge all assunptions when it cones to
determ ning manning strategies. The Fleet is inplenenting best
practices fromlast year’s Optinal Manni ng experinents to find
the right mx of talent for pilot programs in USS NIM TZ and
Carrier Alr Wng ELEVEN. W’ve begun a new pilot programin USS
DECATUR designed to allow Chief Petty Oficers to fill the
majority of Division Oficer billets. And we are continuing our
Sea Swap experinents with USS GONZALEZ, LABOON, and STOUT crews,
even as we examine results from previous DD/ DDG experinents to
determ ne this concept’s applicability to other ship classes.

I nherent to our new Human Capital Strategy will be the pursuit
of new technol ogi es and conpetitive personnel policies that wl
streanl i ne conbat and non-conbat personnel positions, inprove
the integration of active and reserve m ssions, and reduce the
Navy’'s total manpower structure. W will change our processes
to elimnate “nmake-work,” and use avail abl e technol ogy to do
away with work that is unfulfilling. W' re going to change
policies and organi zational structures -- |like non-rated billets
-- that inhibit the growth and devel opnent of our people. And
we're going to build future ships and aircraft to nmaxi m ze human
performance while inspiring great |eaps in human possibilities.

Qur FYO6 budget request includes the follow ng tools we need to
enhance m ssion acconplishment and professional grow h:

« Selective Reenlistnent Bonus (SRB). Targeted bonuses such as
SRB are critical to our ability to conpete for our highly
trained and tal ented workforce both within the Navy and with
enpl oyers across the nation as well. Proper funding, adequate
roomfor growh and the flexible authorities needed to target
the right skills against the right market forces are inportant
to the shape of the workforce. This program specifically
targets retention bonuses against the nost critical skills we
need for our future. W ask for your continued support and ful
fundi ng of this program

« Performto Serve (PTS). Two years ago, we introduced PTS to
al i gn our Navy personnel inventory and skill sets through a
centrally managed reenlistnment programand instill conpetition
in the retention process. The pilot program has proven so
successful in steering Sailors in overmanned ratings into skil
areas where they are nost needed that the program has been
expanded. More than 46,000 Sailors have been steered to

under manned ratings and approved for in-rate reenlistnent since
t he program began in 2003 and we will continue this effort in
2006.
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- Assignnent Incentive Pay (AIP) is a financial incentive
designed to attract qualified Sailors to a select group of
difficult to fill duty stations. AIP allows Sailors to bid for
addi ti onal nonetary conpensation in return for service in these
| ocations. An integral part of our Sea Warrior effort, AIP wll
enhance conbat readi ness by permtting market forces to
efficiently distribute Sailors where they are nost needed.
Since the pilot program began in 2003, nore than 9,000 Al P bids
have been processed resulting in nearly 3,000 Sailors receiving
bonuses for duty in these demanding billets. W ask for

conti nued support of this initiative.

SEA WARRIOR

Human

Education .
////////’ and Training Sea Warrior
Resource

Enhanced assessment, assignment, training and
education of our people

Figure 9

« Professional MIlitary Education (PME). Full inplenentation of
the rel evant provisions of the FYO5 National Defense

Aut hori zation Act (NDAA) is a significant step forward for Joint
PME, and has ny full support.

This year, we plan to take several actions that can ensure that
our professional mlitary education prograns continue to foster
and build upon the confidence we currently experience in our
joint warfighting capabilities.

First, JPME should focus nore sharply on the interagency aspect
of mlitary operations. G ven the necessity of interagency

pl anni ng and deci si on-making in the execution of the G obal War
on Terrorism we should exanmine this area closely for possible
introduction to the JPVME requirenent.
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Additionally, we need to prepare nore officers to be joint
operational planners. These officers nust be ready to plan and
execute new joint operational concepts in both headquarters
staffs and joint task forces. W also need to better identify

t he know edge and skill sets required for specific joint duty
assignnments, and then provide | earning opportunities that target
these requirenments via nultiple delivery nethods. This effort
shoul d capitalize on reusable content and joint standards at al
of our service colleges as well as training within the Conbatant
Conmands.

In view of the foregoing, JPME is clearly relevant to the
Navy’' s devel opment of a Human Capital Strategy. |In fact, JPME
must be a central elenent of that strategy if we are to be
successful in creating a better trained, better educated and
better conpensated, but smaller workforce in the future. In
this regard, we are noving forward with efforts to exploit the
Naval War Col | ege’ s web-enabl ed, non-resident programto
create new delivery nmechanisns for PME across the total force.
That includes not just active and reserve forces, but our
civilian workforce as well. The Defense Leadership and
Managenment Program (DLAMP) is an inportant tool that

conpl ements DoN efforts in this area, and | support DLAMP
initiatives to better incorporate senior civilians from DoD
and ot her federal agencies in PME progranms. Lastly, | believe
we can inprove the trust and confidence of officers in
coalition forces by focusing on the issue of participation by
international officers in our JPME prograns and by U. S.
students at foreign war coll eges.

« The Integrated Learning Environnent (ILE) is the heart of our
Revolution in Training. ILEis a famly of systens that, when
linked, will provide our Sailors with the ability to devel op
their own | earning plans, diagnose their strengths and
weaknesses, and tailor their education to support both persona
and professional growth. They wll manage their career

requi renents, training and education records. It wll match
content to career requirenents so training is delivered at the
right time. Most inportantly, these services will be provided
anytine, anywhere via the

Internet and the Navy-Marine Corps Intranet (NMCl).

C. Maxim zing Qur Investnent in Sea Power 21

As | have previously testified, Sea Power 21 defines the
capabilities and processes that the twenty-first century Navy
will deliver. Bridging to the future described in that vision
requires innovation, experinentation, and rapid technol ogy
insertion resulting in md- and |long-termwar fighting
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i nprovenents. Speed, agility and a commtnent to joint and
coalition interoperability are core attributes of this evol ving
Navy. Further anal yzing, understanding, and applying prudent
risk to capability and program deci sions are essential to
achieving future war fighting whol eness.

This year, we will further maxi m ze our investnment in Sea Power
21 capabilities, pursuing distributed and networked sol utions,
focusi ng on the power of Sea Basing and our conpl enentary
capability and alignment with our nunber one joint partner, the
U.S. Marine Corps.

Sea Basing is the projection of operational independence. CQur
future investnents wll exploit the | argest maneuver areas on
the face of the earth: the sea. Sea Basing serves as the
foundati on from which offensive and defensive fires are
projected -- making Sea Strike and Sea Shield a reality. Sea
Basi ng capabilities include: Joint Command and Control, Afl oat
Power Projection and Integrated Joint Logistics. Qur intent is
to maxi m ze our sea basing capability and m nimze as nuch as
possi bl e our reliance on shore-based support nodes. To do this,
we w Il make doctrinal, organizational and operational changes
mandat ed by this concept and by the underlying technol ogy that
makes it possible. W have an opportunity here, along with the
U S. Marine Corps and the U S. Arny, to reexam ne sone of the
fundanmental s of not only how we nove and stage ground forces,
but how we fight ashore as well.

SEA BASING

* Sea-bases key joint warfighting capabilities
» Offensive & defensive power projection
s Command & control
* Logistics

« Extends naval advantages to the joint team
* Freedom of operations
* Immediate employability
* Increased security
* Sustained access

Sea Basing

* 100% of the earth’s surface as joint maneuver
space

Projecting Operational Independence...
joint power from the sea

Fi gure 10

Qur highest priority Sea Basing investnents include:
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- Surface Conbatant Family of Ships. As |I’ve already testified,
the power of joint forces in OF was in the synergy of

i ndi vi dual service strengths. The same concept holds true
within the Navy itself. W seek the synergy of networks,
sensors, weapons and platfornms that will make the joint force
greater in conbat power than the sum of the individual parts.

“

Devel opment of the next generation of surface conbatants as “sea
frames” -- anal ogous to “air

frames” -- that are part of a nodular systemis just such an
endeavor.

The surface conbatant famly of ships allows us to dramatically
expand the growth potential of our surface conbatants with |ess
technical and fiscal risk. To bring these concepts to life and
to take them — and the fight — to the eneny, we have deci ded
upon three entirely new ship classes. The first to premer wll
be the Littoral Conbat

Ship (LCS) in 2007. The advanced guided mssile and strike
destroyer (DD(X)) will follow in about 2011. And just a few
years after the first DD(X), the keel will be laid on the first
CE X), the next class of cruiser designed fromthe keel up for
theater air and ballistic mssile defense.

Qur research and devel opnment efforts and experinentation with

hi gh speed and theater support vessels |like HSV SWFT and the X-
Craft are hel ping us reduce our technical risk and apply

i mportant lessons in hull design and mission nodularity to the
devel opment of the surface conbatant famly of ships. DD X)is
the heart of the famly and will spiral prom sing technol ogi es
to both C X) and LCS in the future. | wll discuss each one of
these ships in nore detail bel ow

« CUN 21 is the centerpiece of the Navy Carrier Strike Goup of
the future. It will bring transformational capabilities to the
fleet, including a new electrical generation and distribution
system the electro-magnetic aircraft |aunching system (ENALS),
a new enl arged flight deck, weapons and material handling

i nprovenents, and a crew reduction of at |east 800 personnel.

It will be able to generate higher daily and sustained sortie
rates than our NIM TZ-class aircraft carriers. Qur FYO6 request
of

$873M in SCN and R&D fundi ng continues the devel opment of CVN 21
and several critical technologies in the |ead ship, including

t he EMALS prototype and testing al ready ongoing in Lakehurst,
New Jersey. Construction of the CV/N 21 will start in FYO8 with
delivery in FY15.

« MPF(F). These future Maritine Pre-positioning Ships wll
serve a broader operational function than current pre-positioned
shi ps, creating greatly expanded operational flexibility and
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effectiveness. W envision a force that will enhance the
responsi veness of the joint teamby the at-sea assenbly of a
Marine Expeditionary Brigade that arrives by high-speed airlift
or sealift fromthe United States or forward operating |ocations
or bases. These ships will off-load forces, weapons and
supplies selectively while remaining far over the horizon, and
they will reconstitute ground naneuver forces aboard ship after
conpl eting assaults deep inland. They will sustain in-theater

| ogi stics, comuni cations and nedi cal capabilities for the joint
force for extended periods as well. Qur FY06 request of $66Min
research and devel opnent reflects our enphasis on Sea Basing
capabilities.

« CG Moderni zation. The CG Moderni zati on program was
restructured in FYO6 in accordance with congressional direction.
Under the restructured plan, the ol der Baseline 2 and 3 ships
will be nodernized first. The Cruiser Mdernization Programis
a md-life upgrade for our existing AEGS cruisers that wll
ensure nodern, relevant conbat capability well into this century
and agai nst evolving threats. These warships will provide
enhanced area air defense to the joint force conmander. These
nodi fications include installations of the Cooperative
Engagenent Capability, which enhances and | everages the air

def ense capability of these ships, and an ASW i nprovenent
package. These converted cruisers could also be avail able for
integration into ballistic mssile defense m ssions when that
capability matures. Qur first cruiser nodernization begins in
FY08.

- DDG 51 Moderni zati on. The DDG 51 class guided missile
destroyer program has been an unqualified success. W believe
these ships will continue to be a “workhorse” of the Fleet for
the foreseeable future, with 62 hulls eventually planned. But
the first ships of this class are already approaching md-life.
Keepi ng these ships in fighting shape will nean making the
appropriate investnent in their engi neering plants and updating
their conbat systemto pace new threats in the next two decades.
It is also inportant that we continue to apply new technol ogi es
to the ARLEIGH BURKEs that will permt reductions in crew size,
so that the Navy’'s manpower footprint continues to decrease.
Fundi ng for DDG noderni zati on begins in FY0O6, and the program
will comence with the conpletion of the | ast new construction
DDGs of the ARLEI GH BURKE class in FY10.

Sea Strike is the projection of precise and persistent offensive
power .
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SEA STRIKE

* Dominant & decisive power from the
international domain

* Focused Effects: Precision strike,
information operations, fires, covert strike,
Special Operations Forces, and Marines

* Enabled by networked Intelligence,
Surveillance & Reconnaissance (ISR) for
knowledge superiority

» Seize the initiative
* Disrupt enemy timelines
‘Preempt adversary options

*‘Ensure operational success

Projecting Offensive Power...
responsive, precise, and persistent

Figure 11

The core capabilitie re Sensitive Strike;
Intelligence, Surveillance and Reconnai ssance; Ship to Objective
Maneuver; and Electronic Warfare and Information Operations. W
are already investing in inpressive prograns that wll provide
the capabilities necessary to support Sea Strike; these include
the follow ng FYO6 priorities:

- DD(X). The technol ogy engine for the Fleet and the bridge to
CE X), DD(X) is the centerpiece of a surface conbatant famly of
ships and will deliver a broad range of capabilities. This
advanced multi-m ssion destroyer will bring revolutionary

i mprovenents to precise, tinme-critical strike and joint fires
and our Expeditionary and Carrier Strike G oups of the future.

Transformati onal and | eap ahead technol ogi es include an electric
drive and integrated power system an Advanced Gun Systemw th
the high rate of fire and precision to reach al nost eight tines
farther and command nore than 110 tines the area of our current
five inch capability; the new Milti-Function Radar/ Vol unme Search
Radar suite; optimal manning through advanced system autonati on,
stealth through reduced acoustic, nmagnetic, IR and radar cross-
section signature; and enhanced survivability through autonmated
damage control and fire protection systens. DD(X) is an enabler
both technically and operationally. This seafrane wll also
reduce our seagoi ng nanpower requirenents and will |ower total
owner ship costs.

This programw || provide a baseline for spiral devel opnent of
t echnol ogy and engi neering to support a range of future

seaf rames such as C X), LHA(R) and CVN-21; the new Miulti -
Function Radar/ Vol une Search Radar suite is currently
operational at our Wallops Island site and is delivering
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inpressive results. It wll also enable the transformation of
our operations ashore as on-demand, persistent, time-critica
strike revolutionizes our joint fire support and ground maneuver
concepts of operation and frees our strike fighter aircraft for
nore difficult targets at greater ranges. DD(X)'s all-electric
drive, called the Integrated Power System (IPS), will not only
drive the ship through the water, but will also generate the
ki nd of power capacity that will enable eventual replacenent of
t he Advanced Gun System (AGS). Wen conbined with the physica
capacity and volume of the hull form DD(X) could lead us to
revol utionary technol ogi es fromthe naval research enterprise
like the el ectromagnetic rail gun and directed energy weapons.

The fact that rail guns do not require any explosives will free
up magazi ne space for other m ssion areas and enhance
survivability. DD(X) wll be in service for decades after

t hat; having the kind of growmh potential to install those kinds
of technol ogies dramatically |owers our future devel opnment
costs.

The funding profile for DD(X) supports the 14,000-ton design and
t he S-Band Vol unme Search Radar (VSR). Lead ship construction
starts in FYO7.

- JSF. The Joint Strike Fighter will enhance our Navy precision
wi th unprecedented stealth and range as part of the famly of

tri-service, next-generation strike aircraft. It will nmaxim ze
commonal ity and technol ogi cal superiority while minimzing life
cycle cost. The JSF remains vital to our future. It wll give

us the range, persistence and survivability needed to keep our
strike fighters viable for years to cone.

« VIRGA NI A-cl ass submarine (SSN-774). The first ship of this

cl ass was conm ssioned this year. This class will replace LGS
ANGELES- cl ass (SSN-688) attack submarines and will incorporate
new capabilities, including unmanned vehicles, and the ability
to support Special Warfare forces. It will be an integral part

of the joint, networked, dispersed twenty-first century Fl eet.
Qur FY04 budget funded the first of five submarines under the
mul ti-year procurenent (MYP) contract authorized by Congress.
The second submarine of the MYP contract was funded in FYOS5.
Approxi mately $100M i n econom c order quantity advance
procurenent is funded in FYO6 in support of this contract.

« SSCGN. Funding is included in FYO6 to continue the SSGN

conversion program Qur future SSGN capability will provide
covert conventional strike platforns capable of carrying 154
Tomahawk missiles. The SSGN will al so have the capacity and

capability to support Special Operations Forces for an extended
period, providing clandestine insertion and retrieval by | ockout
chanber, dry deck shelters or the Advanced Seal Delivery System
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and they will be arrayed with a variety of unmanned vehicles to
enhance the joint force commander’s know edge of the

battl espace. The inherently |arge capacity of these hulls wll
enable us to | everage future payl oads and sensors for years to
come. We still expect our first SSGN to be operational in 2007.

- EA-18G Using the denonstrated growth capacity of the F/A-
18E/F, the EA-18G will quickly recapitalize our Electronic
Attack capability at | ower procurenment cost, with significant
savings in operating and support costs; all while providing the
grow h potential for future electronic warfare (EW system

i mprovenents. It will use the Inproved Capability Three (I CAP
I1l1) receiver suite and provi de selective reactive janm ng
capability to the war fighter. This will both inprove the
lethality of the air wng and enhance the conmonal ity of
aircraft on the carrier deck. W begin purchasing airfranmes in
FYO6 and will achieve initial operating capability in 2009.

Sea Shield is the projection of |ayered, global defensive power.
Sea Shield will enhance deterrence and war fighting power by way
of real-tinme integration with joint and coalition forces, high
speed littoral attack platfornms setting and exploiting w dely

di stributed sensors, and the direct projection of defensive
power in the littoral and deep inl and.

SEA SHIELD

* Project layered, defensive power -- globally

« Extend homeland security with networked
intelligence & global reach

» Sustain access via littoral dominance Sea Shield

* Protect joint forces and allies ashore
« Extend defensive umbrella deep inland
» Strengthen strategic stability
* Provide operational security

Projecting Defensive Assurance...
assure allies, deter adversaries, sustain access

Fi qure 12

Sea Shield capabilities include: Honel and Defense, Sea and
Littoral Control, and Theater Air and M ssile Defense. CQur
hi ghest priority Sea Shield prograns this year include:

Mne Warfare Prograns. W intend to field a set of unmanned,
nmodul ar M ne Counter-Measure (MCM systens enpl oyable froma
variety of host platfornms to mnimze our risk fromm nes and
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sustain our national economc and mlitary access to every
corner of the globe. Qur future MCM capability will be faster,
nore precise and organic to both Expeditionary and Carrier
Strike Goups and wll ultimately renove both the man and our
mammal s fromthe mnefield. Wthin the FYDP, we expect to
reduce the tinme that it takes to render sea mning ineffective
by at least half of the tinme that it takes us today. Qur FY06
budget request includes $943Min funding to maintain and upgrade
our existing forces (MCM1 class ships, M+53E helicopters) as
well as funding to field advanced technol ogi es necessary to
transform MCM capability. W have al so requested $6. 78B across
the FYDP for mne warfare prograns, to include unmanned vehicl es
such as the M ssion Reconfigurabl e Unmanned Underwat er Vehicl e
(MRUW) which, when fielded, will provide a clandestine mne
reconnai ssance capability from our LOS ANCELES-cl ass submari nes,
and the Renote M nehunting System on ARLElI GH BURKE- cl ass
destroyers. Both of these prograns will reach Initial Operating
Capability (10C) wthin the FYDP. Future introduction of the
Littoral Conbat Ship (LCS) with mne warfare m ssion nodul es
will inprove the ability of Strike G oups to neutralize mne
threats in parallel with -- not in sequence before -- other
oper ati ons.

- Littoral Conbat Ship (LCS). The role of LCSis to provide
access to joint forces in the littorals; a capability gap we
identified as a result of the 2001 Quadrenni al Defense Revi ew.
During the past few years, considerabl e canpaign anal ysis and
fleet battle experinents have denonstrated that naval forces
need better ways to fight mnes; small, fast, highly arned
boats; and quiet diesel and advanced air-i ndependent propul sion
submari nes operating in shallow waters. The performance of U S.
Navy Patrol Craft and the experinental HSV-X1 JO NT VENTURE in
the Iragi littoral was critical to the early detection and
destruction of the Iragi mne threat. The sane kind of
capability needs to be delivered in a fast, naneuverabl e,
shallowdraft platformthat has the survivability to operate

i ndependently. LCS will have these characteristics, along with
sel f - def ense, navi gati on, comrand-and-control systens, and
reduced requirenments for manpower relative to current warship
design. The ship wll have a top speed of 56 knots, and a crew
requi renent of only 76 people.

LCS will be built fromthe keel up to be a part of a netted and
di stributed force, and will be the first ship designed with
FORCEnet as a requirenent. The main battery of LCS will be its
of f-board systens: manned helicopters and unmanned aeri al ,

surface and underwater vehicles. It is the off-board vehicles -
- wth both sensors and weapons — that will enter the highest
threat areas. |Its nodular design, built to open-systens

architecture standards, provides flexibility and a neans to
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rapidly reconfigure m ssion nodul es and payloads. In fact, 40
percent of LCS s payload volune will be reconfigurable. As
technol ogy matures, the Navy will not have to buy a new LCS
platform but will upgrade the m ssion nodul es or the unmanned
systens.

LCS also will have an advanced hull design and be significantly
different fromany warship that has been built for the U S.
Navy. We searched the world over for the very best systens,

bal ancing risk with affordability and speed of construction.
LCS will share a common three-di mensional radar with U S. Coast
GQuard cutters. In addition, there are three other nations
interested in purchasing the seafranme, while 22 nore are
interested in the m ssion nodul es.

Detai|l design and construction of the first LCS Flight 0 ship
will begin in June of this year. The LCS requirenments process
is tailored to support the rapid delivery of two flights (Flight
0 and 1) of ships, using an evolutionary, “spiral” acquisition
approach. The spiral devel opnent process allows tine-phased
capability inprovenent for ship and m ssion systens. The first
ship of the class will be 80 percent conplete when construction
on the second ship begins. This increnental devel opnment and
delivery strategy supports the ship' s accel erated acquisition
schedul e, diverse threat and capability requirenents, and
dynam c | evel s of technol ogy push/pull. The ship’s nodul ar,
open design will also enable |ifecycle adaptability and
affordability.

« Mssile Defense. Qur Navy is poised to contribute
significantly in fielding sea-based m ssile defense capabilities
to nmeet the near-termballistic mssile threat to our honel and,
our depl oyed forces, and our friends and allies. W are working
closely under the authority of the Mssile Defense Agency (MDA)
to deliver this much-needed capability to the nation’s Conbat ant
Commanders. Qur sea-based nissile defense prograns experienced
an inportant mlestone this year with the first ever depl oynent
of an Initial Defensive Qperations capability, providing |ong-
range surveillance and tracking. Wthin four years, 18 warships
will be fitted with this transformational ballistic mssile
surveill ance, tracking, and engagenent capability, extending the
def ensi ve reach of naval forces deep over |and.

« Milti-mission Maritinme Aircraft (MMA) — Broad Area Maritine
Surveillance (BAMS). This year we awarded a contract to design
and develop the Multi-Mssion Aircraft to recapitalize our

1950’ s—era Lockheed “El ectra”-based P-3 force. Qur acquisition
plan includes the integration of the Broad Area Maritine
Survei l | ance-Unmanned Aeri al Vehicle (BAVS-UAV) programinto the
overarching Maritinme Patrol and Arned Reconnai ssance
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requi renent. This | ethal conbination of manned and unmanned
reconnai ssance aircraft will recapitalize our nmaritime patro
anti-submarine warfare, anti-surface warfare and arned
intelligence, surveillance and reconnai ssance capability. W
expect to reach Initial Operating Capability (10C) of the MVA
and BAMS UAV in 2013.

FORCEnet is the operational construct and architectura
framework for naval warfare in the joint, information age.

FORCEnet

* Intelligence, Surveillance and
Reconnaissance

s Common Operational and Tactical Pictures

* Fully Netted within the Joint Force

Persistent integration of warriors, sensors, platforms
and weapons into a networked combat system

It will allow systens, fRingdriens3and missions to be aligned in a
way that will transform our situational awareness, accelerate
speed of decisions and allow naval forces to greatly distribute
its conmbat power in a unified, joint battlespace. FORCEnet

provi des the standards of interoperability for the world-cl ass
IT tools that we need to continue to be the world-class Navy.

Prograns that will enable the future force to be nore networked,
hi ghl y adaptive, human-centric, integrated, and enhance speed of
command i ncl ude:

- Navy Marine Corps Intranet (NMClI). NMCl provides conmercia

I T services for nore than 380,000 DoN enpl oyees. This
initiative, as part of our FORCEnet strategy, is providing a
single, secure shore-based network and will link with our
tactical networks to provide end-to-end collaboration within the
DoN and across the joint community. FY06 funding of $1.6B

provi des for NMCI operations and, at the same tinme, continues
transition of the remaining legacy I T networks to NMC
enterprise network services.
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- Mbile User bjective System (MJOS). The MJCS Satellite
Comuni cations (SATCOM programw || increase DoD Narrowband UHF
SATCOM capacity by roughly 1300 percent over current
capabilities. MJOS is a $6B joint interest program and it
supports a particularly inportant “Coms-on-the-Mve” capability
for handheld termnals, aircraft, mssiles, and UAVs in urban
and heavily wooded terrain. W plan to reach the Initia
Operating Capability mlestone in 2010, with Full Operationa
Capability in 2014.

« Joint Aerial Commobn Sensor (JACS). W have partnered with the
Arny in the Joint Aerial Commobn Sensor devel opnent programin
our pursuit of a replacenent for the aging EP-3 airborne
information warfare and tactical signals intelligence (SIG NT)
aircraft. JACS will provide nmulti-intelligence strike targeting
data and Signals Intelligence capabilities, and wll include a
Synt hetic Aperture Radar, G ound Moving Target I|ndicator,

El ectro-Optical and Infrared Sights, and Measurenents and
Signature capabilities. These will be coupled with

aut omati c/ manual data fusion. Qur FY06 request includes $134M
for this program

« Joint Tactical Radio System (JTRS). JTRS will be the wrel ess
“last tactical mle” conponent of the Aobal Information Gid
(G ad wll transform Navy’'s tactical conmunications systens
by incorporating Internet Protocol (IP) conmunications over

mul ti-spectral radio frequency (RF) nedia. JTRS is a software
programabl e, nulti-band, multi-nmode famly of net-workable

radi os, capabl e of sinultaneous voice, data, video

communi cations and nobile ad hoc networking. Qur FYO6 request

i ncl udes $251M for JTRS.

« Fire Scout. Qur FYO6 request includes $77.6Mto continue the
devel opnent of the Fire Scout UAV. The Fire Scout is a Vertica
Takeoff and Landi ng Tactical UAV (VTUAV) designed to operate
fromall air-capable ships, carry nodul ar m ssion payl oads, and
operate using the Tactical Control System and Tactical Common
Data Link. The Fire Scout UAV will provide day/night real tine
I SR and targeting as well as conmunication-relay and battlefield
managenent capabilities for ASW M Wand ASUW

« E-2 Advanced Hawkeye. The E-2 Advanced Hawkeye (AHE) program
w || nodernize the E-2 weapons system by replacing the current
radar and other aircraft system conponents to inprove nearly
every facet of tactical air operations. The nodernized weapons
systemw || be designed to naintain open ocean capability while
addi ng transformational littoral ocean surveillance and Theater
Air Defense and M ssile Defense capabilities against energing
threats in the high-clutter environment. The AHE program pl ans
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to build 75 new aircraft wth the noderni zed weapons systemw th
pil ot production in FYO7.

D. Continuing our efforts to becone nore effective and efficient
in the use of taxpayer resources.

We are well underway in our Sea Enterprise journey to be nore
effective and efficient, yet nore needs to be done to generate
t he resources necessary to inplenent our Sea Power 21 vision.
We nust provide incentives for innovation in the workplace, and
i npl emrent tools and techni ques that enable the workforce to
chal | enge exi sting assunptions, elimnate unnecessary costs, and
increase efficiency and effectiveness. Sharing best practices,
and | everagi ng core conpetencies and conti nuous process

i nprovenent are essential ingredients to our success. The
prom se of increased effectiveness, productivity, and alignnent
can only be realized by extending both the extent and depth of
col | aboration across the enterprise.

The DoN Enterprise Resource Planning (ERP) initiative has
created the framework that will enable the transformation of key
acqui sition, logistics, and financial business activities into
an integrated network of decision-nmaking processes. This past
August the Joint Requirenents Oversight Council approved the
Navy ERP Operational Requirenents Docunment (ORD) and cleared the
way for the Navy to purchase ERP software and hire an
integration contractor. Wth the FYO6 budget, the Navy w ||
continue to capitalize on denonstrated ERP technol ogy advances
in creating and di ssem nating deci sion-nmaking information. The
ERP programis expected to continue to inprove integration,

| ever age econony-of-scal e, consolidate |egacy systens and
software using the best business and comrercial practices
avai |l abl e and align the President's Managenent Agenda (PNA)
within the Departnent. W are pursuing an acquisition strategy
that will support operational test and eval uati on by FYO06.

Sea Enterprise efficiency/mtigation initiatives valued in
excess of $50B across the FYDP. More inportantly, however, Sea
Enterprise offers a genui ne understandi ng of program costs that
enpower s our Research and Devel opnent, enabl es our program
execution, and enhances the overall managenent of our Navy.
Accordingly there is increased rel evance of our cost data and no
built-in cost margins built into our budget. Put sinply, our
budget has the nost granularity and cost refinenent than in any
time in ny tenure as CNO. This sonetines translates into

savi ngs for our governnment but al so neans that unforeseen budget
cuts directly affect the heart of our prograns and not | ust
mar gi nal costs.
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I V. Concl usion

Qur mssion remains bringing the fight to our enemes. W wll
execute the G obal VWar on Terror while continuing our
transformation for the future. W have set in notion forces of
change, beginning the journey that | believe we nmust undertake
if we are to nmaintain the greatness that our 229 years of naval
hi story has bestowed upon us. But change is demandi ng,
difficult, and uncertain in its effects. It requires
extraordinary effort, especially for a large, public
institution. And it is precisely for these reasons that change
nmust be harnessed as a positive force in our Navy.

Positive change is the bridge to our future. To get there we
nmust al so think anew about the opportunities that we have now to
make our Navy even better. Tonorrow s Navy will, in many ways,
be strikingly dissimlar to our Navy today. But one thing is
clear: the business of the Navy wi |l always be conbat, and
victory is both our m ssion and our heritage. None of this
woul d be possible wi thout the constant support of the Congress
and the people of the United States of America. | would
therefore |ike to thank you once again, on behalf of the

dedi cated nen and wonen prepared to go in harmis way for our
great nation, for all that you do to nmake the United States Navy
ready today and prepared for the future.
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