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It’s a pleasure to be here with you in this magnificent setting. It’s the first time I’ve been here but it’s also more of a pleasure for me to once again share the platform with my colleagues that have been so instrumental to where we are going as the nation’s maritime force into the future.
It has been a busy year since we were last together. The Navy is being used aggressively and the Navy is being used very hard. In addition to the traditional deployments and formations that we have operating around the world, we have 14,000 Sailors on the ground in Iraq and Afghanistan.
They are doing incredible work in assignments that just a few short years ago our Navy never thought that we would be involved in. We see increasing demands for things such as ballistic missile defense, intelligence surveillance reconnaissance, proactive humanitarian assistance, maritime security and of course the most newsworthy event in recent times is the counter-piracy operations that several nations are involved in off the coast of Somalia. So all of this has come together to make it a fairly busy time for the Navy.
We have also recently completed the fiscal year 2010 budget, which here in Washington that tends to consume our attention but I think it’s always important to recognize, to realize and to go out periodically into the fleet and determine what it is that we’re really all about up here. And that is being able to provide the right things, the right programs and the right policies so that our great Sailors can go do the terrific work that they’re doing. 
I think some of the things in this year’s budget reaffirm the direction that we put in place about a year ago. I’m very pleased with the fact that we are now moving forward with littoral combat ship, in fact [USS] Freedom (LCS 1) will be passing by here in the next couple of hours to moor over in Alexandria. The second LCS is marching toward completion and I’m very pleased with what I see down there. We’ve also seen the realization of being able to restart the DDG 51 line and truncate the DDG 1000 at the three ships. We continue to use our maritime patrol aircraft very hard and just two weeks ago, the P-8, the new maritime patrol airplane, had its first flight so we’re seeing progress there. We also released a contract a for broad area maritime surveillance aircraft and fortunately it’s the same one that the Air Force has and I think there are some opportunities there as well. The ‘10 budget also will procure Hornets and Growlers for the Navy, and those airplanes as many of you so well know, are very much needed.
We have institutionalized our irregular warfare approach by bringing that office in direct support to me. It had resided down at a lower echelon. We brought it up to make that a more permanent part of how we look at the future within the CNO staff. 

I would also say that with the elevation of our director of naval intelligence to three-star rank, Vice Adm. Jack Dorset who’s in the audience, we have also moved forward with initiatives there to restore naval intelligence to a position of prominence and dominance. 

Areas that we still have to deal with that I believe are of interest to everyone here, in particularly to the gentlemen to my right, as we get into QDR [Quadrennial Defense Review] are the issues and the approach that we will take as a Navy and Marine Corps, and as a department toward amphibious lift and the maritime prepositioning force of the future and I look forward to working with Jim on that. 
We’ve also made some pretty tough decisions in this past year. I’ve mentioned a couple of them. Early on in my tenure we cancelled two LCSs, the first LCS 3s and 4s. Because in my view the costs were taking off at an uncontrollable rate and I was concerned that we would lose the whole program. I already mentioned the truncation of the DDG 1000. Well run program, incredible technology; but not the type of ship that I envision us needing in the future. And then recently we made the decision to cancel some weapons programs that we had been pumping money into for years and nothing was coming out of the back end and I’m going to continue to do more of that in the future. Performance is going to be key.

But even with all the pressures that we have I think there are some tremendous opportunities because it’s in those pressurized periods that we have to think anew and look anew and step off in directions and make decisions that we otherwise would not be forced to make. So I’m looking forward to that and as we get into the next couple of months, the QDR, putting the ’11 budget together, that is the time where I am eagerly looking forward to shaping the programs of the future.
The areas that I think about the most are the total ownership costs of our Navy and what are we doing today? What are we acquiring today? And what will I be delivering to my successors many years down the road? And when I look at some of the cost projections, I believe that we have to have a fundamentally different way of acquiring things and it’s not simply to look at the acquisition cost of today, but what are we delivering to the future leaders and Sailors of the Navy.
The other area is in the area of manpower. How are we going to man the fleet of the future? All too often I fear that when we look at a program or a policy, we don’t take into account the cost of people. And in an all volunteer force that is something that you must do because if you don’t we will not be able to realize our mission because at the end of the day, it’s all about people. In the news a couple of weeks ago you heard the names, USS Bainbridge (DDG 96), USS Boxer (LHD 4), USS Halyburton (FFG 40). The ships didn’t rescue Capt. Phillips, our Sailors rescued Capt. Phillips and those are the most important things that we’re going to deal with in the future.  So I thank you for being here and I look forward to your questions.
