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Mr. Chairman, distinguished members of the Subcommittee, thank you for the opportunity to appear before you and discuss the Department of the Navy’s acquisition program.

We are here to discuss the Department of the Navy’s acquisition plans to support our Sailors and Marines in their mission to fight the Global War on Terror (GWOT) and to defend our Nation against future challenges.   I believe the President’s FY 2009 Budget request for the Navy and Marine Corps provides us a proper balance of what they need and we respectfully ask that you support this request.

The Department of the Navy’s budget signifies a vital investment in our Navy and Marine Corps.  In its totality, this budget represents $149.3 billion in requested funding for FY 2009, including $14.1 billion for ship procurement, $14.7 billion for aircraft procurement, and $19.3 billion for total research and development.
The development of this budget has not been easy -- tough decisions have been made and continue to be made throughout the Department to balance risk and to be responsible stewards of the tax dollars entrusted to us.  Yet, we believe that this budget is appropriately structured and contains the proper investment choices to successfully meet both our present and future challenges.

The difficulty of preparing for future challenges has been in striking the proper balance between building future capabilities to support traditional and irregular warfare demands while transforming a blue water navy into one that can operate, fight and win in blue, green, and brown waters, and expanding the lethality and reach of the Marine Corps.

To meet the demands of the GWOT and the uncertain threats of the future, the Department of the Navy must invest in new generation capabilities to transform the force.  We must continue an acquisition program which seeks to build a fleet that is both affordable and meets the national security challenges of the 21st century.  It must cover all facets of surface, sub-surface, and aviation requirements.  We must also invest in our expeditionary forces providing them with the capabilities to remain always ready and always capable of forcible entry.  Our FY 2009 Budget requests a total of $41.1 billion for Navy procurement programs.
As we invest in our naval force it is critical that we pursue a program of stable transformation.  The core products that the Navy and Marine Corps buy face a significant time constraint -- we go into battle with assets that are built many years in advance; and a stable transformation can only be achieved if the Department of the Navy, in conjunction with Congress, follow a long-term path of program stability.

Building a Fleet for the Future

We have initiated an aggressive investment strategy to build an affordable 313-ship fleet tailored to support the National Defense Strategy, the Maritime Strategy, and the 2006 Quadrennial Defense Review.  This year a total of seven ships are included in the FY 2009 President’s Budget request, one VIRGINIA Class SSN, one DDG 1000 Class ship, two Littoral Combat Ships (LCSs), two T-AKE ships, and one Navy Joint High Speed Vessel (JHSV).  Although not part of the 313-ship count, in addition, the Navy will procure one JHSV for the Army in FY 2009.  As required by Congress, the Department of the Navy submitted its thirty-year shipbuilding plan which reinforces the 313-ship fleet introduced in FY 2007.  The FY 2009 thirty-year shipbuilding plan represents the Department’s commitment to creating programs of stability and predictability which in turn provides efficiency and effectiveness in our industrial base.  
The FY 2009 President’s Budget request continues investment in the shift to next generation warships.  The surface ships and submarines which make up the fleet of the future will be more capable than ever to respond to enhanced threats across the globe.  Several critical shipbuilding programs in support of the thirty-year shipbuilding plan include: 

· The lead ship of the CVN 78 Class -- GERALD R. FORD (CVN 78) is scheduled to deliver in 2015.  Program funding is requested over four years.  Approximately 40 percent of funding is received in FY 2008, approximately 40 percent of funding requested in FY 2009 ($2.7 billion), and the remaining 20 percent of funding requested in FY 2010 and FY 2011.   

· The DDG 1000, a multi-mission surface combatant, tailored for land attack and littoral dominance, will provide independent forward presence and deterrence and operate as an integral part of joint and combined expeditionary forces.  In February 2008, the Navy awarded contracts for construction of the dual lead ships to General Dynamics Bath Iron Works and to Northrop Grumman Shipbuilding.  Ship detail design and the design of the mission system equipment are on track to support the start of production.  The FY 2009 President’s Budget request of $2.55 billion provides full funding for the third ship of the class, and advance procurement for the fourth ship.  With recent approval from the Defense Acquisition Executive for the follow ship acquisition strategy, the Navy intends to utilize fixed-price incentive fee contracts for the follow ships awarded through a competition for quantity.  The program continues to execute on cost and schedule.
· LCS remains a critical warfighting requirement for our Navy to maintain dominance in the littorals and strategic choke points around the world, and the Navy remains committed to the LCS program.  However, the Navy identified cost increases for the lead ships in the LCS Class, due to development difficulties and changes from a commercial baseline.  The Navy believes that active oversight and strict cost controls are needed to deliver these ships to the fleet over the long term.  The Navy demonstrated strong oversight when it terminated the contracts for LCS 3 and LCS 4 in 2007.  LCS 1 and LCS 2 are currently scheduled to deliver to the Navy in 2008.  The FY 2009 President’s Budget request includes $920 million for two additional LCS seaframes.  The Navy also intends to execute the FY 2008 appropriation for one seaframe, utilizing the remaining funding and material from the terminated ships.  These ships will be packaged as a solicitation between the existing contractors for a quantity competition for the three ships (one in 2008 and two in 2009).
· Currently, four VIRGINIA Class submarines have been delivered to the Fleet and six more are under construction.  In 2007, the Navy commissioned USS HAWAII (SSN 776), the third submarine of the VIRGINIA Class, christened the fourth submarine of the class, NORTH CAROLINA (SSN 777), and laid the keel for the fifth submarine, NEW HAMPSHIRE (SSN 778).  In 2008, we will deliver and commission two submarines.  NORTH CAROLINA (SSN 777), the fourth submarine, delivered on February 21st and will commission in May.  NEW HAMPSHIRE (SSN 778), the fifth submarine is scheduled to deliver in August, eight months ahead of the April 2009 contract delivery date.  In January 2008, the seventh, eighth and ninth hulls were named MISSOURI (SSN 780), CALIFORNIA (SSN 781) and MISSISSIPPI (SSN 782), respectively.  In this budget, the production of two VIRGINIA Class Submarines per year has accelerated to start in FY 2011 vice FY 2012.  The FY 2008 Congressional plus-up for advance procurement was instrumental to this effort.  Negotiations for an eight-ship multi-year procurement contract will begin soon, and we anticipate signing that contract in late 2008.  The Navy requests approval for the next multi-year contract, and full funding for the lead submarine as well as Advance Procurement for the FY 2010 and FY 2011 submarines.

· The Lewis and Clark Class Dry Cargo/Ammunition Ship (T-AKE) was designed to replace the Navy’s aging combat stores (T-AFS) and ammunition (T-AE) shuttle ships.  Working in concert with an oiler (T-AO), the team can perform a “substitute” station ship mission which will provide necessary depth in combat logistics.  The FY 2009 President’s Budget request provides for procurement of two T-AKEs in the National Defense Sealift Fund.  Fourteen T-AKE hulls are covered under a fixed-price incentive contract with General Dynamics National Steel and Shipbuilding Company (NASSCO).   Three of the T-AKEs are to support MPF(F) program requirements.  Major accomplishments for the year include the christening of RICHARD E. BYRD (T-AKE 4) in May 2007 and the delivery of USNS ALAN SHEPARD (T-AKE 3) in June 2007 and USNS RICHARD E. BYRD (T-AKE 4) in November 2007.  ROBERT E. PEARY (T-AKE 5) launched in October 2007.  Progress continues on the follow on ships including the keel laying for AMELIA EARHART (T-AKE 6) in June 2007 and T-AKE 7 in November 2007.  T-AKE 8 commenced construction in October 2007.   The construction contract option for the T-AKE 10 and long lead time material for the T-AKE 11 were exercised in January 2008.  The FY 2009 funding is to complete funding for two ships (T-AKE 11 and 12). 
· High speed connectors will facilitate the conduct of sustained sea-based operations by expediting force closure and allowing the persistence necessary for success in the littorals.  Connectors are grouped into three categories: (1) inter-theater; (2) intra-theater, the JHSV that enables rapid closure and sustainment of Marine forces; and (3) the Joint Maritime Assault Connector, to move troops and resources from the sea base to shore.  These platforms will link bases and stations around the world to the sea base and other advanced bases, as well as provide linkages between the sea base and forces operating ashore.  JHSV is currently in the Technology Development Phase.  The Capabilities Development Document was JROC-approved in January 2007 and Phase I Detail Design contracts were awarded in January 2008.  Milestone B is anticipated in late FY 2008 with delivery of the first vessel in 2011.  The FY 2009 President’s Budget request includes $186.8 million for the construction and R&D of the first Navy funded JHSV and $173.0 million for the second Army funded vessel.   

A number of Congressional authorities are necessary in order to maintain the stability of the thirty-year shipbuilding plan.  Key to achieving cost reductions in our VIRGINIA Class program is the ability to enter into multi-year ship contracts.  We are asking Congress to provide Multi-year Procurement Authority for VIRGINIA Class Submarines.  As we modernize our carrier force to the new Gerald R. Ford Class (CVN78), we will drop below our carrier requirement by one ship for approximately three years.  Through adjustments to maintenance availabilities and by carefully managing our NIMITZ Class service life; we will be able to meet projected operational requirements with ten carriers for that period.  We are asking Congress to authorize a temporary waiver of the carrier requirement from eleven to ten ships.  

Enhancing Expeditionary Warfare Capabilities
The 2006 Quadrennial Defense Review describes the reorientation of joint ground forces from dependence on large, permanent overseas garrisons toward expeditionary operations.  This includes a focus on greater capability to conduct irregular warfare.  Naval forces are inherently prepared for this role through our ability to project power ashore.  Amphibious warships and MAGTF capability are essential to the Navy-Marine Corps ability to conduct forcible entry.  The Department of the Navy will invest in several key procurement programs to enhance our expeditionary warfare capability. 

· The LPD 17 SAN ANTONIO Class of amphibious warfare ships represents the Department of the Navy's commitment to a modern expeditionary power projection fleet that will enable our naval force to operate across the spectrum of warfare.  The Navy took delivery of the first LPD 17 in the summer of 2005, and operational evaluation began in the spring of 2007.  USS NEW ORLEANS (LPD 18) and USS MESA VERDE (LPD 19) were commissioned in March 2007 and December 2007, respectively.  LPD 19 will undergo shock trials this summer.  There are five additional ships currently under construction.  GREEN BAY (LPD 20) is expected to deliver this year, and NEW YORK (LPD 21) has been launched and will be christened in March 2008.  LPDs 22-24 are in various stages of the construction phase, and the option for construction of LPD 25 was exercised on December 21, 2007.  By addressing the 10th LPD in the FY 2010 budget development process, the Navy will still be able to leverage a warm production line, albeit with inherent inefficiencies.  However, with competing priorities within DoD there is no guarantee that this 10th ship will be appropriated.  Significant efforts are required to begin planning for the possibility that the line will be closed as we near the LPD 25 delivery in 2012.   Starting in FY 2009, the Navy will begin to cover infrastructure like costs related to the LPD 17 production design.  Closeout costs would also be used for shutdown/disposal of special tooling and/or test equipment, particularly for unique Contractor Furnished Equipment/Government Furnished Equipment items.  Environmental impact assessments will be required as Northrop Grumman Shipbuilding looks to consolidate excess infrastructure across the yard.

· The Mine Resistant Ambush Protected (MRAP) Vehicle is playing a critical role in protecting our Sailors and Marines in harm’s way.  MRAP vehicles are employed to protect personnel against improvised explosive devices (IEDs), underbody mines and small arms fire.   The currently approved Joint requirement is 15,374; however the Joint Requirements Oversight Council is considering service adjustments to this requirement that require continued flexibility on the part of the acquisition strategy.  The Navy is the lead Service for the Joint MRAP Vehicle Program and is committed to acquiring and fielding these vehicles for all services as expeditiously as possible.  We are using every acquisition streamlining action possible, employing unique and flexible contracting methods, and tailoring testing and evaluation to focus on the most critical operational requirements.  Since competitive award of contracts in February 2007, the MRAP program team and partners have ramped up production, conducted developmental and operational testing, built capacity for service-specific integration, carried out detailed air and sea transportation plans, developed an in-theater deprocessing and support system, and had a second competition for vehicles with enhanced capabilities, pursued technology upgrades for current vehicles, set up operator and maintenance training courses, produced over 5,000 vehicles and fielded more than 2,300 vehicles to two theaters of operation.

· The Expeditionary Fighting Vehicle (EFV) is the primary means of tactical mobility for the Marine rifle squad during the conduct of amphibious operations ashore.  The EFV is self-deploying, high water speed, armored amphibious vehicle capable of transporting Marines from ships located beyond the horizon to inland objectives, and it replaces the current system, Assault Amphibious Vehicle, that was fielded in 1972.  Its employment allows for amphibious ships to remain outside threat range during assault operations.  Due to program cost growth, partially related to a reduction in the number of vehicles to be purchased, and reliability issues identified in testing, the program was restructured via the Nunn-McCurdy certification process.  Major strides have been accomplished in reliability as the program management has been restructured to better support the system development.  The EFV provides needed transformational capability that no other platform has.  Like the MV-22, the EFV provides a future solution for power projection ashore.  We need to continue to provide sufficient, stable funding to permit the maturation of the system to ensure that the essential capabilities are delivered as quickly as possible.

· The Joint Light Tactical Vehicle (JLTV) is a Joint Army/Marine Corps program, which consists of a family of vehicles with companion trailers capable of performing multiple mission roles.  It will be designed to provide protected, sustained, networked mobility for personnel and payloads across the full Range Of Military Operations (traditional to irregular) with tactical mobility across all terrains.  The Army is the lead organization on this program but the Marine Corps is and will continue to be heavily involved as the program advances through development.

Recapitalizing Aviation Capacity
The Department of the Navy requires a robust aviation capacity including attack, utility, and lift capabilities.  The Department is in the midst of an extensive, long-term consolidation and recapitalization of all aircraft in the naval inventory to achieve a more efficient and effective warfighting force.  The FY 2009 Budget request supports our plan to procure 206 aircraft for the Navy and Marine Corps team.  
The Department will continue to recapitalize our aging inventory with upgrades or new variants of existing aircraft, due to the associated costs to develop new platforms.  For example, the Navy helicopter community is replacing six different Type/Model/Series aircraft with the MH-60R and MH-60S, while the Marine Corps is buying the UH-1Y, AH-1Z and CH-53K to replace older variants of those aircraft.  The result is a consolidation of rotary wing aircraft production at two contractors, Sikorsky in Connecticut and Bell Helicopter in Texas.  Particularly critical programs include the F-35 Joint Strike Fighter (JSF), the F/A-18E/F Super Hornet, the EA-18G Growler, the P-8A Multi-Mission Maritime Aircraft (MMA), the MV-22, the VH-71 Presidential Helicopter, and helicopter programs.  Each of these programs brings a significant increase in capability to the warfighter.
· The F-35 JSF (STOVL, CV, CTOL), a 5th generation weapon system, will enhance precision strike capability with unprecedented stealth, range, sensor fusion, improved radar performance, combat identification and electronic attack capabilities compared to legacy platforms.   In 2007, the LRIP II Long Lead contract was awarded for six CTOLs and six STOVLs.  STOVL first flight is a key event for award later this year of STOVL FY 2008 LRIP 2 Full Funding and LRIP 3 Long Lead Funding.  The CV Air System Critical Design Review was successfully completed in June 2007 and CV first flight is scheduled for 2009.  The STOVL and CV variants are projected to meet their respective Key Performance Parameters.
· The F/A-18E/F Super Hornet is the Navy’s multi-mission strike fighter.  The FY 2009 Budget requests funding for 23 F/A-18 E/F aircraft for the final year of the five-year multi-year procurement contract (FYs 2005 to 2009).  The F/A-18E/F continues to transition into the fleet, improving the survivability and strike capability of the carrier air wing.  Over 410 F/A-18E/Fs will be procured through FY 2008, which will keep us on track to complete procurement of the program of record 493 aircraft in 2012.  
· The EA-18G Growler continues its development as the Navy’s replacement for the EA-6B Airborne Electronic Attack aircraft.  The EA-18G will replace carrier-based Navy EA-6B aircraft by 2012.  A total quantity of 27 aircraft will be procured in LRIP.  The Navy is using the F/A-18E/F multi-year procurement contract to buy the Lot 3 aircraft in FY 2009.  The FY 2009 Budget requests funding to procure 22 full rate production Lot 3 aircraft.  
· The P8A MMA replaces the Navy’s P-3C Orion and fills Combatant Commander requirements for long-endurance naval aircraft in fulfillment of many missions in major combat operations, GWOT and homeland defense.  The program completed both its overall system Critical Design Review and its Design Readiness Review in 2007.  The FY 2009 Budget request continues the P-8A System Development and Demonstration (SDD) and provides initial Advance Procurement funding leading to a production buy in FY 2010. 
· The MV-22 Osprey Tilt Rotor aircraft will supplement and replace the CH-46 with enhanced mission capabilities.  The FY 2009 Budget requests funding to procure 30 MV-22 aircraft and continues development of follow-on block upgrades.  FY 2009 is the second year of the multi-year procurement contract.  The V-22 successfully completed Operational Evaluation and recently achieved initial operational capability.  
· The VH-71 Presidential Helicopter is planned to replace the current Presidential fleet of VH-3Ds and VH-60Ns.  The aircraft will provide required survivability, communication, and navigation capabilities as well as improved aircraft performance and executive accommodations.  First flight of test aircraft occurred in July 2007.  Two test aircraft are now at Naval Air Station Patuxent River, MD in flight test.  The FY 2009 Budget request continues the VH-71 SDD. 
· Helicopters continue to provide essential lift capability to the Navy and Marine Corps.  Critical to this capability are the MH-60R/S and the UH-1 programs.  The MH-60R will replace the aging SH-60B and SH-60F helicopters with the primary mission of undersea and surface warfare.  The MH-60S will support the Carrier Strike Group and Expeditionary Strike Group combat logistics, search and rescue, vertical replenishment, anti-surface warfare, airborne mine countermeasures, combat search and rescue, and naval special warfare mission area.  The FY 2009 Budget requests funding to procure 31 MH-60R and 18 MH-60S helicopters.  The UH-1 continues to fulfill the Marine Corps utility helicopter missions.  The FY 2009 Budget request continues the UH-1Y new build strategy and requests procurement of 20 UH-1Y/AH-1Z helicopters. 

Research and Development

As we look to transform our force with new generation platforms, we must also actively seek out new innovative technology.  The Department of the Navy’s total FY 2009 Budget request for Research, Development, Test and Evaluation (RDT&E) is $19.3 billion.  The Science & Technology (S&T) portion of this FY 2009 request is $1.8 billion, an increase of over six percent real growth from the requested FY 2008 level.
Navy understands that a broad based S&T investment strategy is needed to hedge risk while providing new options when the future national security environment is uncertain.  Our S&T investment strategy balances applied science focused on near-term challenges and basic research focused on longer-term investments on the frontiers of science.  It seeks to support the best science and the most innovative ideas, regardless of their origin. We are pursuing the best practical ideas to support our Fleet - whether developed in our own world class laboratory, the Naval Research Laboratory, in our universities, other DoD and federal laboratories, in industry, throughout the world, or in the garages of individual inventors.
The FY 2009 requested increase to 6.1 Basic Research within S&T reflects a DoD-wide emphasis on meeting 21st century challenges to U.S. technological superiority in the foundational sciences that support advanced military capability.

Other RDT&E accounts support the development and transition of new technologies and critical new weapon systems, including unmanned vehicles.  Critical RDT&E investments include shipbuilding programs such as VIRGINIA Class Submarine, CG(X), and MPFF, and aviation programs such as F-35 JSF, VH-71, P-8A, CH-53K, E2D, and EA-18G.  As a final part of the RDT&E account, our Test and Evaluation communities are ensuring that technologies will perform as required in the field.  

Regardless of the Navy’s selection of a particular preferred alternative for CG(X), we must push forward with radar technology and vital research and development efforts in FY 2009 to include engineering development and integration efforts.  The results of the Navy’s Analysis of Alternatives (AoA) for the Maritime Air and Missile Defense of Joint Forces capability are currently within the Navy staffing process.  Resulting requirements definition and acquisition plans, including schedule options and associated risks, are being evaluated in preparation for CG(X) Milestone A, planned to occur in FY 2008.  

Acquisition Initiative
Ensuring affordability and timely delivery of capabilities will require improvements in the acquisition process—stable requirements and clarity in design criteria, better program management expertise, and new measures to incentivize contractors to complete programs on cost and within schedule, while delivering a quality product for military use.  Military use also includes other factors such as habitability conditions that support quality of life, reduced variability of part types and supportable logistics and sustainment.  In addition, independent cost, schedule, and risk assessments are conducted and used to establish the foundation of program plans.
The Department has launched an acquisition improvement initiative, planning for which has included the Secretary, Chief of Naval Operations (CNO) and Commandant of the Marine Corps (CMC), and which will enforce discipline across the Department without altering existing Office of the Secretary of Defense and Joint Chiefs of Staff-level processes.  Actions comprising the acquisition improvement initiative include the following:

(1) Acquisition Governance
A new review process has been established, which will encompass two distinct phases.  Led by CNO/CMC, the requirements phase comprises three “requirements gates:” (1) Approval of Initial Capabilities Document; (2) Approval of Analysis of Alternatives; and (3) Approval of Capabilities Development Document and Concept of Operations. During this phase the focus is on what capabilities we need and what capabilities could be available and the process ensures completeness and unanimity of requirements, agreed upon by top leadership early in the acquisition process.   During this phase, the Component Acquisition Executive participates as a supporting member.
The acquisition phase, led by the Component Acquisition Executive, consists of three “acquisition gates:” (1) Approval of the System Design Specification;  (2) Approval to release the System Development and Demonstration Request for Proposals; and (3) a Sufficiency Review of the entire program.  During this phase the focus is on how we acquire solutions to meet the defined needs, emphasizing clear system design specifications, leveraging commonality within parts and systems, and the use of open architecture.  During this phase, CNO and CMC remain in support of the acquisition force to ensure stability in the requirements.

Each “gate review” includes a comprehensive assessment using detailed metrics to determine the health of the program and ensures that the program is ready to proceed to the next phase of the acquisition process. The key benefits are 1) better integration of requirements and acquisition decision processes; 2) improvement of governance and insight into the development, establishment, and execution of acquisition programs; and 3) formalization of a framework to engage senior Naval leadership throughout the review process. 
(2) Acquisition Workforce
To reinvigorate the acquisition workforce the Department has aggressively pursued investment in several key areas:  Using a model of our total workforce, we’ve identified certain imbalances and redundancies for which Systems Commands and Program Executive Officers will initiate corrective action in FY 2008.  Additionally, the Department will create a common business model across Systems Commands to allow maximum flexibility of workforce utilization while sharpening the skill sets of our acquisition professionals.  Further, we are creating common templates for acquisition program leadership that will ensure adequate staffing of programs throughout their life cycle.  Notably we have adjusted the structure of the DDG 1000 and LCS programmatic leadership to benefit from these common templates.
Finally, to bolster our acquisition leadership, Navy has added a three star admiral to serve as my Principal Deputy Assistant Secretary for Research, Development, and Acquisition.

Summary
Our priorities are to invest in both the GWOT fight and to prepare for future challenges.  We must be prepared to respond to emerging threats of an uncertain future.  To accomplish these goals we must continue to invest wisely. 
Thanks to the continuous support of this Committee and the Congress our naval forces are superior to all others.  But developing and maintaining capable naval forces requires our Nation to take a long-term view.  It requires time, constant strategic planning, and significant commitment of resources to develop and maintain the world’s premier naval force.  Together, we have made tough decisions and I believe that this budget submission is adequately structured to support the needs of the United States Navy and the United States Marine Corps.

Only through the collaborative efforts of the Congress and the Department of the Navy and with the support of the American people can we provide the Nation the naval force it needs to fight the GWOT and prepare for the challenges of the future.

In closing, Mr. Chairman, thank you for the opportunity to testify before your Subcommittee regarding the Department of the Navy’s acquisition program.
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