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Dan Branch, thank you so much for not only this, but for all that you do. I am very
honored to be here today. And I want to thank you, Dan, but more you here in this room and you
in the Navy League around the country for all that you do for our Sailors and Marines.

In the almost two years since I’ve been in office, I’ve had the opportunity to talk to a lot
of Navy League organizations. And I’ve seen up close the dedication of every single member of
the league to our Marines’ and our Sailors’ welfare. Through publications like Sea Power
magazine and forums like this, the Navy League helps to keep in the forefront the role of the sea
services and the importance of sea power to our country. So thank you again for what you do.

I want to also congratulate, one more time, the winners of the safety awards. What these
Sailors and Marines have done demonstrates the incredible professionalism of our force.
They’ve earned their awards for doing things right, particularly in difficult situations.

A year ago, I stood in this room and announced the five foundational principles of
acquisition excellence. Six months before that, in October of 2009, I issued the Navy’s five
energy-reform goals. Since then, I’ve consistently reinforced the critical importance of these two
areas to our Sailors, to our Marines, our fleet and our nation. I will continue to do so.

But today, before you here, both in an out of uniform, people who are vital to and care
deeply about the sea services, I thought it was appropriate to take stock of what’s been
accomplished in the past two years and reinforce the cores that the Navy and Marine Corps have
set for the next year, the next five years and beyond.

The Navy and Marine Corps remain the most formidable fighting force the world has
ever known. Today’s headlines underscore the fact that we have a global force engaged in a vast
and diverse array of responsibilities. Our forces are engaged today in operations ranging from
major combat in Afghanistan to - under the umbrella of NATO - enforcing the no-fly-zone over
Libya, to relief operations in Japan in the wake of the March 11" Sendai earthquake and
subsequent tsunami.

These are in addition to a myriad of other missions that have occurred over the past two
years, including disaster relief in the Philippines, Indonesia, Haiti and Pakistan, partnership
stations in Africa, South America, the South Pacific and counterpiracy patrols off the coast of
Somalia.

Even in the midst of our budgetary battles, Sailors and Marines stand watch
courageously, unfailingly guarding the democracy that we all cherish. The Navy and the Marine



Corps are deployed and engaged literally around the world and are at the forefront of our
response to every crisis. The United States absolutely has to have a strong Navy and a strong
Marine Corps. No other force is as flexible; no other force is as adaptable.

Now, one great and really astounding example of this flexibility and adaptability was the
deployment of the 15™ Marine Expeditionary Unit last year. Even as the MEU’s heavy-lift
helicopters coming out of Peleliu and Pearl Harbor were providing food and medical support
400 miles into Pakistan, Marine Harriers from the MEU were conducting close air-support
operations in Afghanistan. And simultaneously, a thousand miles away, Marines off the
Dubuque freed the pirated tanker Magellan Star in a counterpiracy assault. In one day, three
incredibly varied operations — same Marines, same Sailors, same training — always successful.

We can’t predict with any degree of certainty what challenges await us in the next year,
or maybe even in the next week. So this flexibility, this adaptability, is absolutely critical to our
nation.

Over the past two years, the operational reach of our Navy and Marine Corps forces have
grown. Some of the milestones that have been achieved are: the first deployment of the Littoral
Combat Ship, and the first deployment of the expeditionary EA-18G Growler squadron; the rapid
buildup of Marine combat forces in Afghanistan at the completion of the President’s Afghanistan
Review in 2009, even at the same time as the Corps was conducting a drawdown of forces in
Iraq as its mission ended there; the launch of our first hybrid ship, the amphibious big-deck USS
Makin Island, which on its first voyage from Pascagoula around South America to San Diego
saved around $2 million in fuel costs.

The creation of the 10" Fleet has quickly established expertise navigating the cyber sea.
The completion of the Marine Corps Force Structure Review late last year, which will right-size
and rebalance the Corps as a middleweight force to meet future threats . In this Force Structure
Review, the Marines built the Corps for the future from the ground up, while getting back to its
amphibious roots. It’s going to increase capabilities like cyber and Special Operations enablers.

The past year saw Navy leadership firmly establishing ballistic missile defense in the
wake of the President’s decision to invest in a seaborne theater missile defense capability as the
first phase of a phased adaptive approach and expansion of the Aegis weapon system ashore. In
support of these objectives, the restarted DDG-51 Flight IIA line will be built from the keel up
with ballistic missile defense as one of its key missions. Over the past two years, we’ve
commissioned eight new ships into the fleet.

And finally, the past two years have seen the expansion of our unmanned system
presence and reach, including deployment of 1300 unmanned aerial systems to the war, the first
expeditionary deployment of a Fire Scout Vertical Takeoff and Landing UAV and the first
successful test of an unmanned carrier aircraft, the NUCAS-D.

Over the next decade, we’ll move aggressively to develop a family of unmanned systems,
including underwater systems, which will be able to operate for extended periods of time in
support of our ships, our expeditionary units and our special warfare teams, and a low-



observable carrier-based intelligence, surveillance and reconnaissance strike unmanned air
system. There are, to be sure, technical challenges to overcome. But they have to be overcome
because in so many ways, unmanned systems are the future.

The technical challenges that we will always confront remind us that it is our people who
will solve these problems and create the Navy and Marine Corps of tomorrow. It’s because
people matter so much that we have invested significantly in education, medical programs and
social services to create and maintain this healthy fighting force.

Since 2001, over 11,000 Marines and Sailors have been wounded in combat. To keep
faith with these Marines and Sailors, the Navy Department has taken the lead in treatment and
reintegration of wounded warriors. And once again, [ want to pause and thank the Navy League
for the things you have done on behalf of these wounded heroes. Navy medicine continues to
partner with civilian experts and the Department of Veterans Affairs to provide access to the
latest medical technologies for the visible and invisible injuries they have incurred.

Following treatment, the Department of the Navy has made a concerted effort to connect
veterans with employment opportunities. Naval Sea Systems Command has taken a leadership
position by hiring over 282 disabled veterans in Fiscal Year ‘10 alone. NAVAIR and SPAWAR
have also established aggressive wounded warrior hiring efforts. It’s our goal that every
wounded warrior has not just a job but a fulfilling career.

In the medical community, in order to continue to provide the quality care to every
member of the military and to our retirees, we have to press for realistic insurance premiums that
will ensure the fiscal solvency of the system and ensure long-term equity in benefits for our
retirees. It’s for this reason that I support the recommendations of the secretary of defense for
modest fee increases to TRICARE and other initiatives he has undertaken.

Although we’ve made a lot of progress, there’s a lot more to do on suicide prevention and
on sexual assault. Far, far too often, there is a report of tragic death or horrible crime.

Too many of our Sailors and Marines take or attempt to take their own lives. And
although there is a concerted effort to address this terrible issue — and the Marine Corps in
particular significantly reduced the number of suicides in 2010 — even a single suicide is too
many.

Likewise, the incidence of sexual assault and rape within the Navy and Marine Corps —
it’s just way too high. In 2009, I established the office of Sexual Assault Prevention and
Response, SAPRO, reporting directly to me, in order to focus attention on the issue, in order to
develop effective training and coordinated intervention and response programs all across both
services — the Navy and Marine Corps. And while indications exist that the rate of
underreporting, which is endemic, is improving, it’s also true that the trends are not substantively
changing. And within some populations, we’ve even seen a negative trend of increased number
of assaults — these are mostly blue-on-blue. This is unacceptable. We do not and we will not
hurt our own.



In suicides and sexual assault, we have to have three goals: prevention, intervention and
help-seeking behavior. Prevent it before it happens. Intervene to stop it from happening. And
get people to seek help without fear of stigma or retribution.

Combating the problem comes down to leadership because leadership is about taking care
of people as well as the mission and holding leaders accountable for the results of both. We
absolutely demand that our commanders are accountable for their actions and uphold a high
standard of personal conduct and professional competence. When commanders have not met
those requirements, they have been relieved.

Afloat, the Navy has moved out on implementation of expanding service opportunities
for more dedicated young men and women. The first 18 women selected for submarine service
are nearing the end of the training pipeline and will report to their boats soon. By expanding
opportunities, we’ve expanded the talent pool available to the community and removed an
impediment to service.

Likewise, this year, we’ll see the end of Don’t Ask, Don’t Tell. The Marine Corps and
the Navy are on track to be the first and second services, respectively, to certify that training has
been effectively conducted and clear the way for the President, the secretary of defense and the
chairman of the Joint Chiefs to certify the full implementation of repeal can occur.

We’ve also made a concerted effort to reestablish our officer training programs in places
where they have been too long absent. Harvard University ranks third, trailing only West Point
and Annapolis, in the number of Medal of Honor recipients yet ROTC has been absent from that
campus for 40 years. We reached out to Harvard and NROTC is back there now. And we’re
working with a number of other schools to do exactly the same thing.

In these actions, the Navy and Marine Corps are demonstrating a commitment to broad
inclusion as a foundation of the principles of service. The military has to strive to be reflective
of the nation it serves. And it does not serve our country well if any part of our society does not
share in the honor of its defense. We are better when we have a force that’s able to draw from
numerous unique backgrounds and perspectives. It extends to race and gender and ethnicity and
economic and educational backgrounds. Over the past year, the Navy has been recognized for
diversity excellence, being called a champion of diversity by Information Technology magazine
and winning several awards for our ethos and our workplace environment.

And in a time when we are all acutely aware of budget attention and budget challenge,
we’re being good stewards of the money the taxpayers of this country have entrusted to us. Last
year, $42 billion of efficiency were identified and moved to higher priority programs closer to
the tip of the spear. Because of these efficiencies, we were able to increase the number of ships
we’re going to build over the next five years from 50 to 56, to expand energy projects, to fund
the Marine Corps reset and to increase funding for electronic warfare and ballistic missile
defense weapons systems. Moving forward, this efficiencies effort is going to continue and
we’re going to constantly look for places to move support tail to war fighting tooth.



One of our main areas of focus has to be the size of our fleet. The CNO has repeatedly
said, and I repeatedly have strongly supported him, that the minimal number of ships we should
have is 313. We have 288 today in the battle fleet: the lowest number since 1916, which —
during that time, the intervening years, our responsibilities have grown somewhat. But if
Congress funds the shipbuilding program that we have laid out, we will reach a fleet of 325 ships
in the early 2020s.

It’s important that we be realistic about the cost of ships and about how much money
Congress is likely to appropriate to building and base this on historic data. Our shipbuilding plan
has been realistic about both. We’ve also included in the base budget for shipbuilding the cost of
the Ohio-class ballistic submarine replacement program. These boats, which will join the fleet in
the late 2020s, will take a significant portion of our shipbuilding budget in the years they are
built.

We’ve made a lot of progress on cutting costs, reducing the expected price of each
submarine by over a billion dollars in the last year alone, with more reductions to come. A
discussion on how this part of our nuclear deterrence triad should be funded is very appropriate,
and I’'m glad it’s beginning to take place.

But I also don’t want the issue of a program like this designed to have its initial
deployment of 2029, and with many decisions in between, to overshadow or detract in any way
from the crucial fact that we are rapidly increasing the size and the capability of our fleet.

To achieve the fleet we must have, ships have to be affordable, and they have to come in
within budget and on schedule. We moved to reduce costs every place we can. And last year,
with Congress’ strong endorsement, we received a major win for the Navy, for taxpayers and for
the country through the dual-block-buy Littoral Combat Ship with an average cost of $440
million per ship and that cost going down with each succeeding ship. And with cost reductions
demonstrated on LCS 3 and LCS 4, there’s going to be a savings for the next 20 ships of $2.9
billion.

The LCS deployment demonstrates what can be accomplished between industry and the
Navy when sound acquisition principles are established and enforced — the very same principles
we discussed here last year.

Where we can compete, we will compete. We will use the best contracting mechanism
available for the contract at hand, with strong preference given to the fixed-price and multiyear
contracts. We will require the delivery of the technical data package for our ships and aircraft to
the Navy so that we can get the best value for the money over the entire lifetime of the platform.

Like last year, I reiterate that I will not hesitate to recommend or cancel programs that are
too expensive, ineffective or unneeded. This was the case with the Expeditionary Fighting
Vehicle, where its construction would have taken all of the Marine Corps’ ground procurement
account, and 90 percent of its operation and maintenance money for about 2 percent of Corps’
vehicles.



This program is also an example of something that just simply took too long. EFV
started in 1988, and is the only example I know that required a life-extension program for the test
vehicles. The world changed, weapons change; our requirements had to change.

The commandant and I both strongly recommended cancellation. This, in no way —and I
want to stress this — this, in no way, changes the commitment to an amphibious assault
capability, something that our nation has to have. And we are moving forward on rapidly
deploying and procuring a platform that will affordably fill this much needed role.

The Marine Corps is also close to watching the progress of the F-35B, the STOVL
variant, during its two-year probationary period, after which time it will make an informed
decision on how to proceed. The commandant takes a personal interest in this and pays personal
attention to it. And it’s my hope and expectation that the program will prove itself and give the
Navy and Marine Corps team a vertical-takeoff-and-landing fighter capability from our
amphibious ships far, far into the future.

As representative examples of the acquisition process, these programs illustrate that we
have to be smart about what we buy. We have to set strict affordability targets and we have to
do innovative things like leveraging commercial product lines where it’s possible to get the best
value for the money.

We also have to be strict about the integrity of the procurement process. We won’t
accept in this process any impropriety or kickbacks or bribery or fraud. Because the very, very
tiny number of people in the companies that do this make it so much harder for the
overwhelming majority of companies who do business in an upright and very straightforward
way.

So we’ve established a special review team to investigate and to recommend
improvements in the contracting process to protect against occurrences like these in the future.

We’ve expanded the use of fact-based suspension and debarment actions. And we have more to
do.

We also must continue to expand our energy initiatives in support of both the goals as set
by the Navy and the Marine Corps, and the goals the President has set for our country. We
already have done so, so much: flying the Green Hornet on biofuel, testing a number of aircraft,
small boats on different kinds of biofuel and partnering with the Department of Agriculture on
research and development in a variety of alternative fuel resources.

Perhaps most relevant for this audience, because we understand that navigating
government contracts — and the process is not always the easiest thing to do — we have strived to
make our energy projects transparent, working with the Small Business Administration in
launching the website Green Biz Ops to connect contractors and small businesses with our
energy initiatives.

Ashore, we’ve moved forward in installations of 27,000 smart meters to improve our
energy efficiency. And we’ve tripled solar energy on our installations, increasing from 4.7



megawatts to 14 megawatts in 18 months. We still have 100 megawatts to go once all our power
purchase agreements and multiple-award contracts are exercised.

To give you an example of the scale we’re talking about, that would be the equivalent of
powering a city the size of Oakland by solar power only. In Afghanistan, the Marine Corps is
likewise making use of the sun using small solar generators, including solar blankets that an
individual Marine can roll up, stick in his pack, to dramatically reduce fossil-fuel consumption,
resupply, and the weight of batteries they carry on the truck. In fact, for one company of
Marines, we’re saving about 700 pounds of batteries that they have to lug with them on the truck.

These measures have, in some cases, made combat patrol bases completely energy
independent. And in a forward operating base where the technology is in use, the measures have
brought down fossil-fuel consumption by 20 percent.

And this is saving lives. It’s saving lives because it reduces the exposure of our Marines
to attack during resupply convoys. And this is the very beginning of an effort the Marines have
embraced with their usual enthusiasm and their usual success.

We’re on track to meet every one of our energy goals, and to meet the President’s
challenge issued two weeks ago to work with private industry and the departments of Energy and
Agriculture to create a domestic advanced-biofuel market. We’ll continue to invest in energy
improvements, including smart-grid technology and advanced batteries that can store renewable
energy. And we will, through these efforts, make the Navy and Marine Corps better war fighters
and better able to defend our country.

So the state of the Navy and Marine Corps is strong. There will always be obstacles in
our path; there will always be challenges to overcome. But I trust in the skill and
professionalism of our Sailors and Marines to meet and overcome anything that confronts them,
just as Sailors and Marines have done from Nassau to Now Zad, from Midway to Marja.

For 235 years, the Navy and Marine Corps have grown and adapted to meet shifting and
ever-changing requirements of a fluid and ever-more-complex world. When our tactics became
dated, we have innovated. When developments require new technology, we have invented. That
is who the Navy and the Marine Corps are and what the Navy and Marine Corps remain: the
most formidable fighting force this world has ever, ever known.

Thank you.



