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Good morning, it’s great to be back at Sea-Air Space. Regrettably, I’m going to be leaving immediately after this panel to go to our base in Millington, Tennessee that flooded over the weekend, requiring the evacuation of all of the families, and basically the shut down of all of our personnel activity in the Navy.  So I’ll be headed down there.  I was going to bring Thad [Admiral Thad Allen] but he’s occupied so we’ll have to go alone.  I would also like to take this moment and [General] Jim Conway so graciously recognized Thad Allen for his lifetime of service, but for three years- the three of us have been on this platform and next year I’ll be doing it without two of the best, most competent, most passionate shipmates with whom I have ever served, as Thad Allen and Jim Conway take their leave of the service.  I can not thank them enough for the support, for the commitment to our people but most of all for the friendship that we’ve enjoyed over the years. So thank you gentlemen for everything that you have done, I appreciate it so much. 
But since last year a lot has happened, some of the things for example we held another International Sea power Symposium that was a follow-on to the unveiling of the maritime strategy and this last October we had 102 countries and 92 chiefs of service there.  That is the largest gathering of naval leadership in history.  And it continues to set the path for where we are going in the future with our global maritime partnerships and a level of cooperation that is absolutely extraordinary.  
We’ve completed the Quadrennial Defense Review.  We continue to support in the Navy combat operations in Iraq and Afghanistan and we still have about anywhere from 13 to 14,000 sailors on the ground in those countries to include Djibouti that is going to continue for some time.  The counter-piracy effort led so ably by our coalition partners and Admiral Bill Gortney continues to take maritime forces, build the partnerships to deal with the piracy issue from the sea.  Until such time as we have rule of law off shore we’re going to be continuing to deal with piracy issues from the sea.  
The President announced the phased, adaptive approach for Europe and ballistic missile defense which places Navy and our Aegis ballistic missile defense ships squarely in the forefront of that and this year’s budget rolled out and recognized with ship building programs, aviation programs the value of the Navy to the Nation. 
But even as we’re engaged in Iraq and Afghanistan, we continue our normal activity, our normal presence, our normal assurance, deterrence in so many other places around the world.  Whether it’s the Western Pacific, the Indian Ocean, Africa, or South America- we continue to keep the watch in those areas.  
As a result of that, our pace of operations is quite busy.  Some communities are stressed more than others.  Our Expeditionary Combat Command clearly is very active right now.  Especially your construction battalions, explosive ordinance disposal and in the more traditional sense- the ballistic missile defense ships are being pushed quite hard.  We also see great demand for our submarine force and for our carrier force.  
Sustaining that pace of operations has caused us to propose in our budget this year a significant increase in operations and maintenance funding that is clearly important to us to be able to not only sustain the pace of operations, but also to ensure that the ships and airplanes get to the end of their expected service lives- which is extremely important to me because that’s how we generate capacity.  
There’s often a focus on what are we building, but quite frankly what are we keeping is equally important and when you sum those together that gives you the Fleet size.  As I’ve said since the very beginning of my time as CNO, the floor of 313 is where we remain. 
But in the future we’re going to be dealing with fiscal pressures that we are all aware of: we’re going to be dealing with an industrial base that has changed markedly since the last pressurization within the defense department.  There are changes that have taken place as you will understand that as well as anyone and then we’ve also seemed to have fallen into the mode of whenever there’s a contract awarded there’s an immediate protest on its heels.  And that is extraordinarily disruptive, extraordinarily an inhibitor for building the Fleet that we need.  
We’re also, as we deal in this fiscal environment, being challenged by manpower costs that are a lot different than they have been in the past.  But that’s what you need when you build a Fleet and a Force like we have today.  
And then as we look to the future beyond the trajectory that this budget takes us on once we get into the 20’s the issues of blocked retirements of many of the ships that were built in the 80’s in large numbers per class will start to face us.  
We need to look at every way to improve affordability, common hulls, common components, open architecture are key.  In the last couple of years we have pressed very hard in the Navy for total ownership costs to also include the cost of manpower.  And as I tell my leaders if we’re going to talk about a program or policy we’re going to start with the discussion of total ownership costs before we get on to anything else.  That’s absolutely key.  We’re going to remain focused on not just the ability to fight the fights that we find ourselves in today but also to focus on antisubmarine warfare, ballistic missile defense, littoral capabilities- for example those that are found in the littoral combat ship and the joint high speed vessel.  
We’re moving into the roles of unmans.  This year’s budget enhances our efforts in the unmanned aircraft off of our aircraft carriers.  Just this morning before coming over here I took the post deployment brief of the Fire Scout Vertical Take Off Unmanned Aerial Vehicle.  We are looking at under water systems in a rather aggressive way, and the importance of being able to put power into those systems is where my head is at this time.  

But as you may know we’ve already started to address what I call the left side of the kill chain, a reorganization within the Navy, where we’ve merged our directorates of intelligence and command and control together- where we can have a better view of sensors and transport systems that are going to be required in the future.  We’ve stood up the 10th Fleet, Fleet Cyber Command.  Vice Admiral Barry McCullough is the commander of that, he’s here.  And I’m very pleased with both the merger, and with the stand up of 10th Fleet.  How quickly we’ve begun to see some benefits from that.  
In summary, we are busy but I’m not displeased with how things have played out this past year with the demands on the Navy.  But also the affirmation of where we are going and what we are pursuing. But there’s no question that in the coming years we will have to look extraordinarily hard at costs, not just procurement costs, but the issue of total ownership cost will continue to be foremost in my mind as we work that future program. 

Thank you very much.

