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HEARI NG TO RECEI VE TESTI MONY ON UNI TED STATES NAVY AND

MARI NE CORPS READI NESS

Wednesday, Decenber 12, 2018

U S. Senate

Subconmmi ttee on Seapower and
Subconmi tt ee on Readi ness
and Managenent Support

Conm ttee on Arned Services

Washi ngton, D.C

The subcomm ttees net, pursuant to notice, at 9:35 a.m

in Room SD- G50,

Dirksen Senate O fice Buil ding, Hon. Roger

F. Wcker, chairman of the Subconmm ttee on Seapower,

pr esi di ng.

Subconm ttee Menbers Present: Senators Wcker, Rounds,

Ernst, Sullivan,

Ki ng.

1-800-FOR-DEPO

Shaheen, Bl unenthal, Hi rono, Kaine, and
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OPENI NG STATEMENT OF HON. ROGER F. W CKER, U. S
SENATOR FROM M SSI SSI PP

Senator Wcker: This joint neeting of the Senate Arned
Servi ces Subcommi ttees on Seapower and Readi ness and
Managenent Support convenes this norning to exam ne Navy and
Mari ne Corps readi ness.

W wel conme our four distinguished witnesses: the
Honorabl e Richard V. Spencer, Secretary of the Navy; Cenera
Robert B. Neller, Commandant of the Marine Corps; Admral
WlliamF. Mran, Vice Chief of Naval Operations; and M.
John H Pendl eton, Director of Defense Capabilities and
Managenent at the Government Accountability O fice.

Let ne begin by expressing ny deepest condol ences to
the famlies and friends of the six marines who died after a
m d-air collision | ast Thursday near Japan. This tragedy
serves as a rem nder of the constant dangers those in
uni form face on a daily basis.

| thank Chairman Sullivan and Ranki ng Menbers Hirono
and Kai ne for agreeing to hold this hearing jointly -- this
reschedul ed hearing. W w |l discuss a range of inportant
i ssues today that cross subcommttee jurisdictions, such as
equi prent noderni zation and funding for spare and repair
parts. Although there is plenty to discuss regardi ng Navy
and Marine Corps readiness, | wll focus ny opening remarks

on the readi ness of the Navy surface ships.

Alderson Court Reporting

1-800-FOR-DEPO www.AldersonReporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

This February, the late Senator John MCain and
i ntroduced | egislation to help the Navy restore its surface
force readi ness. The Surface Warfare Enhancenent Act of
2018 sought to address sone of the root causes of declining
readi ness, which were outlined in the Secretary of the
Navy’'s Strategi c Readi ness Review and the CNO s
Conmpr ehensi ve Revi ew.

In the aftermath of the tragic USS Fitzgerald and USS
John S. McCain collisions, in which 17 sailors lost their
| ives, our commanders and sailors called for neaningful
reform Navy and Governnment Accountability Ofice reviews
cited over-extended and under manned shi ps, overworked crews,
a decline in naval nmastery, and confusing chains of comrands
as contributing factors to the Navy’' s readi ness probl ens.

Qur legislation, based on the Navy' s own
recomrendati ons, was specifically designed to address these
and ot her chall enges. Although |I have confidence in the
Navy’ s | eadership, | believe Congress nmust continue to play
an active role in ensuring the right long-termcorrective
actions are successfully inplenented.

The John S. McCain National Defense Authorization Act
for fiscal year 2019, which President Trunp signed into | aw
i n August, includes 11 provisions derived fromour origina
| egislation. These reforns required the Navy to review its

chains of command, ensure that the ships hone-ported
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1 overseas rotate back home, and keep formal watchstanding
2 records, anong ot her several other provisions. W nust
3 | earn the hard | essons of the past 2 years and get
4 meani ngful reforns inpl enmented.
5 | look forward to receiving an update on the progress
6 of inplenmenting these refornms for our surface ships.
7 Clearly there will be several other topics which wll
8 be highlighted in our witnesses prepared testinony, but in
9 the interest of time, I will conclude nmy opening remarks.
10 | think by agreenent, we are now to recogni ze Senat or
11 Kai ne for whatever opening remarks he m ght have. Senator
12 Kai ne?
13
14
15
16
17
18
19
20
21
22
23
24

25
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STATEMENT OF HON. TIM KAI'NE, U.S. SENATOR FROM
VI RG NI A

Senat or Kai ne: Well, thank you, M. Chairman. Thanks
to the witnesses for being here today, to ny coll eague,
Senator Hrono, and all who are here.

This is an inportant hearing. | appreciated the
opportunity to neet in the office to talk a little bit about
it. It is rare to have a hearing of two of the
subconmittees jointly, but it is very appropriate to talk in
this joint subconm ttee hearing about readiness in both the
Mari ne Corps and the Navy.

Il wll also echo what Senator Wcker said. Qur prayers
go out to the famly nmenbers affected in the Marine famly
by the mid-air collision. One of those killed was a marine,
Kevin Herman from Frederi cksburg, Virginia. Thinking about
Kevin and his famly.

| amgoing to keep ny remarks brief as well because we
want to get into the QA

First, on readi ness recovery, | am encouraged by
Secretary Mattis’ expressed goal of an 80 percent readi ness
figure. That is a lofty goal. It is a stretch goal, a gasp
goal, but it is the kind of goal you need to do good worKk.
While | support the goal, | do have concerns about how we
come up with and then allocate the resources that we need to

neet it.
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1 The GAO found just |ast nonth the Navy spent about $1.5
2 billion since 2008 to support subnmarines that were not able
3 to be deployed. | amvery interested to hear fromthe

4 W t nesses how the Navy can best use both public and private
5 shi pyards to ensure readi ness goals are net and taxpayer

6 dollars are used wisely. And | know you are prepared to

7 testify about that.

8 Second, infrastructure challenges. | am encouraged by
9 the Navy’s shipyard optim zation plan. The plan has an

10 estimated cost of $21 billion over the next 20 years, which
11 woul d be nearly three tines what the Navy has historically
12 spent on capital shipyard investnent. So if we are going to
13 get to the 355-ship Navy, we need to nmake those investnents,
14 but that will be challenging. And | aminterested to hear
15 fromthe w tnesses today on how exactly they plan to achieve
16 this amount of investnent. And obviously, Congress has a
17 huge role in that. So you will be giving us a challenge as
18 wel | as you describe it.

19 An additional concern | have about infrastructure,
20 especially just following the fall that we have been
21 through, is climte change. Hurricane Florence did
22 significant damage to North Carolina, and the costs at
23 Lej eune to the Marine Corps could be significant. This is
24 not an Air Force hearing, but Tindall in Florida al so

25 suffered significantly, and so there will be costs connected
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withit.

The GAO recently found, quote, DOD acknow edges t hat
the potential inpacts of weather effects associated with
climate change pose operational and budgetary risk to our
mlitary installations. W are seeing exanples of that.

Not ably, the fiscal year 2018 NDAA required DOD to
report on vulnerabilities to installations fromclinate-
rel ated events. It could be a hurricane. It could be
flooding. It could be drought, depending on the part of the
country, wildfires -- including the top 10 nost vul nerabl e
installations in each mlitary service. The report is due
this month, and I will ask both the Navy and Marine Corps
for their top 10 today, either for verbal testinony or
testinony for the record. | amnot expecting each of you to
pound t he table about debating about climte change and the
causes of it, but we do need to know, comng up with the
NDAA and prepping for it for next year, what we need to
build in to deal with those vulnerabilities.

And with that, M. Chairman, thanks for calling this
joint hearing, and | appreciate the opportunity to dial ogue
with our w tnesses today.

Senator Wcker: Thank you, Senator Kai ne.

Before noving to the other two opening statenents, you
nmentioned your constituent. Let ne just say that we now

have the nanes of four of the five nmari nes who have been
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1 decl ared dead after the crash of the two war planes. Famly
2 menbers of the fallen marines identified their |oved ones to
3 Stars and Stripes. In addition to Mjor Kevin Herman of
4 Frederi cksburg, Virginia, who Senator Kaine has already
5 mentioned, Staff Sergeant Maxinmo Flores of Litchfield Park,
6 Arizona; Corporal Carter Ross from Hendersonville,
7 Tennessee; and Corporal Daniel Baker of Trenmont, Illinois
8 have been identified as deceased by their |oved ones. And
9 the fighter pilot involved in the crash who died was
10 identified | ast week as Captain Jahmar Resilard of Mranar,
11 Florida. So we nmention all of those names with our thoughts
12 and prayers to their famlies and our appreciation for their
13 service and sacrifice to our country.
14 Senat or Sullivan?
15
16
17
18
19
20
21
22
23
24

25
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STATEMENT OF HON. DAN SULLI VAN, U.S. SENATOR FROM
ALASKA

Senator Sullivan: Thank you, M. Chairman. And | want
to thank all the nmenbers for being here for this inportant
hearing that really kind of enphasizes that nodernization
and readi ness go hand in hand. And | know that our ful
comm ttee chai rman, Senator Inhofe, is commtted to ensuring
that we continue down the path to readi ness and recovery
while we still prioritize nodernization.

| want to thank the witnesses for being here today. It
has been over 6 nonths since we received testinony fromthe
Navy and Marine Corps on their current posture in support of
the fiscal year 2019 budget. Mich has happened since then.

| amgoing to try to keep nmy opening remarks short, but
i ke Senator Kaine, | want to just highlight a couple areas
that | hope our w tnesses can address for us.

First, the readiness issues with regard to the Navy and
the Marine Corps, inportantly within the context of the new
Nat i onal Defense Strategy and the recent National Defense
Commi ssion report, which was mandated by this conmttee and
the Congress -- the | eaders of that conm ssion testified
recently, and |I thought they did a very good job. All of
this within the context of the great power conpetition with
China and Russia that are the highlights and enphasis in the

Nat i onal Defense Strategy.
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As Senat or Kai ne nmentioned, | also want to get a sense
fromour wtnesses on the |audable but, let us say, as he
said, a stretch goal with regard to 80 percent m ssion-
capable by the year end with regard to Navy and Marine Corps
aircraft. The readiness issues in terns of naval aviation
has been a big chall enge and continues to be.

| am al so curious to get an assessnent from M.
Secretary, you and Ceneral Neller and Admral Mran how you
plan to get to the 80 percent capable m ssion for those
airfranmes whil e keeping training up, which has been a big
probl em and not degradi ng readi ness capabilities.

On the topic of nodernization, | amconcerned about a
significant burden that we are seeing on sustainnent. Last
nmonth, Vice Admiral More stated that only 35 percent of the
shi ps that he had in naintenance availabilities would nove
on tine. This again is an area where mai ntenance and
sust ai nnent of our fleet has typically been a strategic
conparati ve advantage of the United States Navy relative to
ot her countries, particularly China and Russia. And | want
to get a sense fromour w tnesses on how we nmake progress on
that. Those nunbers are concerning.

| also want to get a sense, in light of the NDS, as
Senat or Kaine and | are going to be conducting a classified
hearing later today with regard to the Pacific | aydown of

our force posture in light of the National Defense Strategy
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in the Asia-Pacific, Indo-Pacific. That is going to be an
i nportant hearing. And ny State plays an inportant role in
that, being one of the nost strategically |ocated places in
the world. So | would like to get an update on utilization
of that platform JPARK, Adak, other future year training
and basing opportunities that fit well within the NDS

And finally and | think nost inportantly -- we have
al ready touched on it -- the trend in the | NDOPACOM r egi on
with regard to accidents that we have had in the Navy, in
the Marine Corps. | do not want to go down the whole |ist,
but we know what they are: the USS McCain, others, the
collisions of our ships at sea resulting in the deaths of 17
sailors, several Marine Corps and Navy avi ation crashes in
training, including the |atest that we just tal ked about.

W, of course, send our heartfelt condol ences to the
famlies of the mari nes who have | ost |oved ones during this
hol i day season. | know all of you gentlenen take these
i ssues extrenely seriously. These are the nmen under your
charge, but we have to do better. W nust do better, all of
us, including the Congress. W have to do better

And what we need to do here on our side is make sure
you get the authorization and appropriations bills on tine.
CRs and omi buses that you have been forced to endure for
over a decade do not help readiness and contribute to the

probl em
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1 So with that, M. Chairman, | |ook forward to very nuch
2 hearing from our w tnesses.
3 Senat or Wcker: The ranking menber of the Seapower

4 Subcommi ttee, Senator Hirono.

10
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STATEMENT OF HON. MAZI E H RONO, U.S. SENATOR FROM
HAWA| |

Senator H rono: Thank you very rmuch. | wll keep ny
remar ks very short.

And | do add my own condol ences to the famlies of the
marines lost in the tragedy off the coast of Japan | ast
week, as well as their fellow marines at Marine Corps Air
Station Iwakuni and throughout the Pacific.

Gentlenmen, it is nice to see, well, three out of the
four of you. Thank you very much for comng to see ne not
too | ong ago.

These are the areas that | would like to focus on, and
sonme of them have al ready been, of course, nentioned.

One of the nost inportant areas of concern for nme is
shi pyard noderni zati on because Pear|l Harbor Navy Shipyard is
very much a part of our industrial base in Hawaii, as well
as, of course, being a major part of our national security.
| too would like to know how we are going to get to 80
percent availability for aviation

Sonet hing that | have been tal king about quite a bit,
not necessarily nentioned by others, is how we are
addressing the corrosion probl em because that can lead to
deaths, as it has, when a propeller falls off due to
corrosion and | ack of adequate nai ntenance.

And then, of course, as nentioned by Senator Sullivan,
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1 preventing collisions at sea.

2 So thank you very nuch, M. Chairman
3 Senat or Wcker: Thank you.
4 And | believe Secretary Spencer is first inline to

5 make opening remarks. Sir, we are delighted to have you

10
11
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STATEMENT OF HON. RI CHARD V. SPENCER, SECRETARY OF THE
NAVY

M. Spencer: Geat to be here, Chairmn

And | woul d open up by saying thank you for keeping
your thoughts and prayers in mnd for those nmarines
affected, and I would go one step further and pl ease say
keep your thoughts and prayers in mnd for all our
Navy/ Marine Corps teamthat are out in harm s way.

Chai rman W cker, Chairman Sullivan, Ranking Menber
Hi rono, Ranki ng Menmber Kaine, distinguished nenbers who are
all here today, first off, on behalf of the sailors,
marines, civilians, all our teammates serving around the
worl d, we want to thank you for your bipartisan effort to
restore funding stability to the Departnent of the Navy. It
is critical and it is doing its work. | wll tell you that
the weat her vanes are all pointed in the right direction.
Urgency is the nessage that we have now. You are seeing
I nprovenent. You will hear it today. But the rate of
i mprovenent nust increase and we believe we do have plans to
address that.

The foundation for restoring readi ness and increasing
lethality has been set, but we nust build on this, as |
said, with a sense of urgency, with a focus on peopl e,
capabilities, and process. And while we have nuch to do, we

are well underway. And during this testinony, we wll
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hi ghl i ght and answer questions for you that will delineate
what i s being done.

The National Defense Strategy identifies three |lines of
effort to counter the increasingly conplex security
environnent that we presently face. The first is to build a
nore |l ethal and ready force. The second is to strengthen
alliances. And the third is to reformthe way that we do
busi ness.

| am going to highlight a couple of the major nuscle
novenents that we are meking.

W are increasing lethality and readi ness through
targeted i nvestnents in weapons platfornms and nunitions,
whi | e enhanci ng our partnerships with the private sector
As an exanpl e, alongside our private sector partners, we are
gl eani ng conmerci al best practices to increase efficiency
and flow in our nmaintenance facilities to turn those
platforms back to the fleet as quickly as possible.

The Navy/ Marine Corps teamis strengtheni ng our network
of allies and attracting new partners through joint
exerci ses such as RIMPAC, Trident Juncture, Ml abar, and
Bold Alligator, all the way increasing opportunities for our
personnel and their allied counterparts to study together
serve together, and operate as a single unit. Teachi ng,
| earni ng, and exercising together seals a | ong-term bond

with those that will be part of the fight, if called on.
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Aligned and training allies and friends are our force
multiplier both in manpower, ideas, and capital assets.

And we have made busi ness process reforma top
priority. At every level we nust becone -- and we are
noving there -- to be a continual |earning enterprise,

i dentifying best practices from outside the buil ding,
pronoting a culture of problem solving, and achievi ng
efficiency at the speed of relevance. Recent exanples of
this include the newy revised surface force training and
readi ness manual , which places nore focus on training and
changes the delivery strategy of basic phased training to
ensure ships are able to continuously train during the
optim zed fleet replacenent plan cycle. This, coupled with
the establishnment of the Marine Skills Training Centers in
bot h Norfol k and San Di ego, enable surface warfare offices
to develop their mariner skills throughout their career.
They are increasing the ability of the United States Navy
and this shows what we are investing in our people.

The Anmerican taxpayers provide us with a treasure, and
in return, we nmust protect themfromthe risks associ ated
with an ever-changing world. W owe it to themto ensure
that every single dollar we invest has a return on
lethality. W nust do this to fulfill our oath to them

We have nore exanples of our efforts put forth to

i ncrease readiness and lethality. Wile we have been
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focused on addressing root cause issues that we face, you
shoul d be aware that we are nmeking system c changes t hat

will take tine to neaningfully nove the needle. In order to
effect our goals, we nust, |adies and gentlenen -- we nust
have consistent funding. Any breaking in that consistency
will have dire effects on the process and progress that we
have nade to date.

We appreciate the support and the oversight of this
conmmttee, and on behalf of the world s finest marines and
sailors, we look forward to your questions.

[ The prepared statenment of M. Spencer, CGeneral Neller,

and Admiral Moran follows:]
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1 Senator Wcker: Thank you, M. Secretary.
2 M. Pendl eton, | understand you al so have an opening

3 statement. You are recognized.

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Alderson Court Reporting
1-800-FOR-DEPO www.AldersonReporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

20

STATEMENT OF JOHN H. PENDLETON, DI RECTOR, DEFENSE
CAPABI LI TI ES AND MANAGEMENT, UNI TED STATES GOVERNVENT
ACCOUNTABI LI TY OFFI CE

M. Pendl eton: Chairman Wcker, Chairman Sullivan,
Ranki ng Menber Hirono, Ranking Menber Kai ne, thank you for
inviting me to discuss our body of work on Navy and Mari ne
Cor ps readi ness issues.

| will break ny statenment into two parts. First,
wi || describe ship and submari ne readi ness, and then | wll
nove to aviation

Just over a year ago, | had the grimduty to report to
you that Navy training was not up to its own standards.
Training requirenments at that tinme were being waivered at an
alarmng rate. The Navy, in a series of internal studies,
concluded that this lack of training had contributed to the
deadly collisions.

When | learned that | would be testifying at this
hearing, | decided to go out to Japan to see for nyself how
things were going. Wat | found was encouragi ng. The Navy
has stepped up training to make sure that ship crews are
depl oyed before they train, and they have comritted to
provi de dedicated training tinme going forward. Things had
i mproved markedl y.

However, this is keeping the sailors very busy. W

talked to 10 groups of sailors on two ships out in Japan,
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and they told us the sense of norale was high, but they told
us that they are still working very hard, sonetinmes 100
hours a week or nore. | amconcerned that this reveals an
underlying problemstill facing the Navy, that it sinply is
not yet putting enough sailors on the ships to cover the
wor k| oad.

W reported on this |ast year, and the Navy is working
to devel op ship manning requirenents, both at sea and in
port, and we eagerly await the results of those studies, as
| suspect a nunber of hardworking sailors do as well.

Conpl eti ng mai nt enance on tinme has proven to be a
wi cked problem Since 2012, the Navy has | ost nore than
27,000 days of ship and subnmarine availability due to del ays
getting in and out of maintenance. 2018 was particularly
chal l enging with the equivalent of 17 ships and subs not
avai |l abl e because they were waiting to get into or out of
mai nt enance.

Looking forward, | do see some cause for concern
because the dry docks are short about a third of the
capacity that will be needed to conduct the planned
mai nt enance that the Navy al ready has on the books, and that
does not include the fleet increase.

Moving to aviation, the issues center around sustai ning
ol der aircraft while incorporating new aircraft into the

fleet. In a report earlier this year, we | ooked at seven
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different Navy and Marine Corps aircraft, and none were
neeting availability goals, and those availability goals
were | ess than 80 percent. Many had del ays in depot due to
personnel and parts shortages and unexpected repairs due to
their age. As you know, the Hornet and the Harrier and
other aircraft are 20 or nore years old, and we are having
to extend their service |life to bridge the gap until nore
F-35s cone into the fleet.

And al so nmoving to the F-35, early indications
i ncorporating the fleet is we are seeing sone chall enges
there as well. W found in a report |ast year that depot
capabilities were already 6 years behind. And what that
nmeant as a practical matter is it took nonths, sonetines 6
nonths or nore, to get the parts repaired and back out to
the fleet.

| understand the rush to field F-35, and | know the
Navy and the Marine Corps and DOD is working on this. But
we feel additional attention has to be paid to sustaining
t he F- 35.

As nentioned, the Secretary of Defense has established
a goal to have 80 percent m ssion capability of severa
aircraft, including the F-35, by next year. This wll be
difficult to achieve in ny assessnment. And I offer a couple
of cautions as we nove forward on this, M. Chairnman

Consi stent and clear definitions will be critical.
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There have been sonme efforts to define what we nean, both in
the nunerator and the denomi nator of that 80 percent. And I
think that is a step in the right direction. This is
basically the 80 percent of what question

Secondly, we need to be sure that everyone understands
what mi ssion-capable is. It does not nean the aircraft can
do all the mssions it mght be assigned to it. That is
typically called fully m ssion-capable, and that is
typically | ower because they need to performall the
m ssions, including the high-end m ssions. Wen we | ooked
at the F-35 last year, it had a 15 percent fully m ssion-
capable rate. This has significant inplications for a high-
end fight because those difficult mssions are the ones that
are often hard to find tine to train for

In closing, M. Chairman, as ny statenent indicates, we
have 45 recomendations to the Navy and the Marine Corps and
DOD. And | am happy to report to you there is progress
bei ng made on those recommendati ons. W see actions being
taken. W have not closed that nany of them but we are
wor king closely with the Navy and nonitoring progress and |
am encour aged by what | see. But nmake no mstake, it wll
take significant tine to rebuild the readi ness of the ship,
submarine, and aviation fleets, and it will require
sust ai ned attention.

W stand ready to assist you in your oversight, and

Alderson Court Reporting

1-800-FOR-DEPO www.AldersonReporting.com



24

1 am happy to take any questi ons.

2 [ The prepared statenent of M. Pendleton follows:]

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Alderson Court Reporting
1-800-FOR-DEPO www.AldersonReporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

25

Senat or Wcker: Thank you. A very plain and
forthright testinony that we need to heed.

Secretary Spencer, we are entering a tine of divided
governnment in this Congress. W wll soon have a Republican
Senate and a Denocratically controlled house, and we are
going to have to join hands as Anericans and give you the
resources, give all four of you gentlenmen and the people you
represent the resources that you need.

Let ne just remnd folks listening that there is a
provision in a statute that has not yet been repeal ed, and
if it should be allowed to take effect, it would put us back
i n sequestration, an unthinkable result, and utterly
irresponsible act that | feel sure this Republican Senate
and this upcom ng Denbcrat House wi |l avoid.

| renmenber a previous Secretary of the Navy, Secretary
Mabus, telling nme in a budget hearing that they had no
conti ngency plans for sequestration because it was so
utterly irresponsi bl e and unthinkable that it could not
happen. And |o and behold, it happened. And we received
testinony before our full commttee sone 3 years ago from a
previous CNO that the sequestration cuts resulted in five
cancel ed ship deploynents, $2 billion in deferred
procurenment, a 30 percent cut to facilities sustainnent,

i ncreased mai nt enance backl ogs, and approxi mately one-hal f

of the Marine Corps home station units at unacceptabl e
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| evel s of readiness. And the CNO coul d have gone on and on
on that.

| do not think this is going to happen, but it is in
the statute and unless we take action, bipartisan action, to
give our citizens the security they need, it is there in the
statute, and we nust be m ndful of that.

Secretary Spencer, you first, then General Neller, and
then Admiral Mran. Please give us illustrations of what
i mpacts that would result in if the sequestration kicks back
inas is currently slated under current statute. Secretary
Spencer, | will let you go first.

M. Spencer: M. Chairman, devastating in many ways.

First, right off the bat, the noney that you gave us in
2017, 2018, and 2019 -- you are going to hear what is being
done. And we are doing sone very unique and trail bl azing
efforts to really get us back on our feet into the fight at
fighting weight. W are on the bicycle peddling. It took
us a while to get up

This woul d just knock us down, flat down. |If you | ook
at what sequester does, it is a $26 billion cut to the
Departnent of the Navy. And if the President has M LPERS as
exenpt or 19 percent non-exenpt, 14 percent. It is
devast at i ng.

| amnore than happy to share with you all later a

graphic that | put together here, going around the country
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for everyone’s district, what this would nmean that we woul d
have to do if sequestration hit, and no area of the country
is really unscathed by this.

Senator Wcker: Let us go ahead and put that in the
record right now, M. Secretary.

M. Spencer: WII do.

Senat or Wcker: Wthout objection.

[ The information follows:]

[ SUBCOWM TTEE | NSERT]
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M. Spencer: WIIl do, sir.

That is the bottomline. | turn it over to ny two
conpatriots.

Senat or Wcker: General Neller?

General Neller: As the Secretary said, we are naking
progress, certainly not as fast as we would |ike or you
woul d |i ke, but I can show you quantifiably how our
readi ness i s inproving.

And we have a unique problem | mean, we are at an
inflection point for our nation. W have to maintain the
current operations, and those are being reviewed and | ooked
at. W have to nodernize a force that has been at war for
17 years, and then we have to prepare for sonething we have
not had to prepare for since the Cold War to fight a peer
adversary. And those particular nations have had to do
not hi ng other than recapitalize their force.

So if we were forced back to a sequestration level, it
woul d be nore than just the Blue Angels not doing air shows
and people not going to conferences. It would be units
getting ready to deploy later. It would cause us to | ook at
our force structure and have to nake ourselves a snaller
force, which we | ose capacity, which nmeans we woul d have
| ess presence around the world. It would delay al nost every
single acquisition programthat we have underway, ground and

air, totry to not just nodernize but to create future

Alderson Court Reporting

1-800-FOR-DEPO www.AldersonReporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

29

capabilities for the force that we think we need to be to
defend the interests of this nation.

| woul d never underestimate the inpact it would have on
the force itself. It is inportant for -- | know this
comm ttee understands that, but the Anerican people
understand. This is not just an all volunteer force. This
is an all recruited force. And they expect that when they
are recruited and they sign up, and we send them-- we want
all games to be away ganes. W do not do hone ganmes -- that
they are going to have the best gear and the best training
that this nation can provide. And we would be challenged to
do that. Obviously, those that are going to be forward
depl oyed are going to get the best that we have got and they
are going to get the nost ready capabl e equi pnent. But the
time for themto get ready would take | onger, and the depth
on the bench, if there were an unexpected contingency, the
readi ness of that force would go down. It would be
devastating. | agree with the Secretary.

Senat or Wcker: Thank you.

Adm ral ?

Adm ral Mran: Thank you, M. Chairnan

When | think about the Budget Control Act,
sequestration, and even nmultiple continuing resolutions as
opposed to a stable, predictable budget, | go back 5 years

ago or so when the first tine we went through this occurred.
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And it has taken us 5 years to really get back on our
bi cycle, as the Secretary referred to. So I think about
this with a conponent of tinme, tinme for our sailors to learn
how to operate their gear, tine to fly airplanes to becone
proficient and beyond proficient, but experts, nasters at
what they canme in the Navy to do. | think about tinme for
famlies, notification for PCS that gets driven dowmn to 1 or
2 months instead of 6 nonths as it should be. And | also
think of time in terns of our ability to recover if we were
to go back to those levels again. Even though we would
probably start to recover, you are talking 5 years if you
just use the recent last 5 years as an exanple. So the
conmponent of tine is tinme you cannot get back. So we |ose
proficiency. W |ose expertise, and we have to recover that
by ski ppi ng generations of people who m ssed the opportunity
during the tinme when we did not have the resources
avai | abl e.

Senat or Wcker: Thank you, gentlenen.

Senat or Hirono?

Senator H rono: Thank you, M. Chairnman

| nmentioned in nmy opening statenment the concern that |
have about our public shipyards, and | know that the Navy
has a new plan for noderni zing the public shipyards called
the Shipyard Infrastructure Optim zation Plan. | consider

this to be a major inprovenent after nears of neglect of
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this inportant infrastructure. Certainly there have been
mlitary construction projects and various upgrades over the
years, but there is nothing |ike a conprehensive plan that
can be inplenented to really nove us to the point where we
need to be.

So the Navy told us earlier this year that the Navy
woul d issue a master plan for nodernizing the four public
shipyards in the fall of 2018. That nmaster plan was
i ntended to guide Navy investnents over the next 20 years.

So, Secretary Spencer, where does the Navy stand on
i npl emrenting that master plan?

M. Spencer: Underway, Senator. The key that we are
| ooki ng at right now when we fund and we are | ooking to
build up the POMis basically three buckets, and that is our
| egacy systens, what | call our installed base,
noder ni zation, and then Force 2.0, which are our present
i nvestnent for future weapons, think Al, directed energy, et
cetera.

W have stepped back and taken a cl ose | ook because the
fact of the matter is until we get our shipyards,
specifically for our underwater fleet, our public shipyards
primarily, increased flow and increased efficiencies for
t hroughput, we are hurting ourselves. | amresponsible with
my Title 10 hat to man, equip, train, and deliver those

assets needed by the conbatant conmanders. This is a key
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focus. W are allocating dollars. Hawaii is one of the
first projects that we are looking at right now W are
sitting there taking an industrial flow overview | ook on how
we are going to rebuild these. The fact of the matter is
that the science of industrial flow has progressed
tremendously since we have | ast touched these shipyards. W
are going to noderni ze them

Senator Hirono: So | amglad to hear that Pearl| Harbor
is one of your first shipyard focuses. So | would be very
interested to know what specifically is happening at Pearl
Harbor that will lead to its nodernization.

M. Pendl eton, has the GAO revi ewed the Navy shipyard
noder ni zati on plans? And if so, have you drawn any
conclusions fromthat review?

M. Pendleton: M am we have a revi ew underway
| ooki ng at how that is going. W have work that indicates
the age and condition of the shipyards and have | ooked at
the i npact on mai ntenance del ays. The docunentation itself
-- we are still looking at that.

Senator Hirono: So when you say |looking at it, when
can we expect a report?

M. Pendl eton: Let ne check

Sunmer, nma’ am

Senator Hrono: | amsorry?

M. Pendl eton: Sunmer of next year, so probably My,
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June. But we would be happy to brief you earlier

Senator H rono: Meanwhile, the nodernization plans are
proceedi ng. They are being inplenented per our Secretary.
So thank you very mnuch.

M. Mran has nentioned that it would be pretty
challenging to get to the 80 percent aircraft availability.
So are we being realistic in expecting, M. Secretary, an 80
percent readi ness?

M. Spencer: It is a stretch goal, Senator, but it is
a stretch goal that we will take. |If | could bring you out
to one of our depots out west to show you what we are doing
as a programfor the F-18 Super Hornet -- we have hired a
fell ow who ran Sout hwest Airlines maintenance. And in a
matter of 8 weeks -- and | can turn it over to the Vice here
because he sits on the steering commttee for this program

In 8 weeks, we have increased throughput by 40 percent.

Senator Hrono: So there is a concern about sonething
call ed innovative accounting techniques to indicate to us
that these 80 percent goals are being net. Can you assure
us that that is not what you are going to provide us?

M. Spencer: It is not going to be done by penci
whipping, | will tell you that.

Senat or Hi rono: Thank you.

| think it would be good for ne to go and take you up

on that visit.
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Now, | did want to get to the corrosion issue because
we recently had nultiple deaths as a result. And just this
week the Marine Corps released their official results of the
i nvestigation into the crash of a Marine Corps KC 1330
aircraft in Mssissippi in 2017, and the investigation found
that aircraft crashed because a corroded propeller bl ade
came off during the flight killing all 16 peopl e aboard.

So, Secretary Spencer, can you give us your Vviews on
the inmportance of pursuing corrosion prevention and
mtigation prograns, as you seek to take good care of the
peopl e and equi pnent under your control? And of course,
part of what happened in that tragic incident was that there
was i nadequate training for the nmaintenance people. So can
you tell us what you are doing to address the corrosion
i ssues?

M. Spencer: | can, Senator, in tw ways. One is how
we go about doing our maintenance. The fact that corrosion
was the actual fault in that accident, the real problem was
that we were not doing the appropriate preventative
mai ntenance in the right way as outlined in the procedure.
That has been corrected on both fronts.

Now, when it conmes to corrosion in general, we work in
a maritime environnment, highly corrosive. This is something
that we are actually enhancing our efforts at because if you

coul d see, when we start peeling back the onion on our
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mai nt enance i ssues, corrosion ends up being one of the

bi ggest manpower consunmers. Wth the chemi stry that is out
there today, we have the ability to really address this,
along with process, to stay ahead of it.

Senator Hrono: | think when | nmet with you, | was
very interested in making sure that when we purchase the
ships, et cetera, aircraft, that corrosion is one of the
factors that we woul d consider in putting out the contract
to begin with, that all these people should be | ooking at
ways that they can incorporate anti-corrosive products into
the crafts.

M. Spencer: Most definitely, Senator. | nean, if you
were to see the efforts that are going on now with two of
our prinme suppliers, they are partners in this problem
They are not sinply contractors. W are living it through
t hem sayi ng, one, what can you bring to the table that is
new since the last tine we let this contract, and two, what
are best practices we are seeing out there anpongst ot her
areas and what can we do to inprove the way that we battle
this.

Senat or Hi rono: Thank you.

Thank you, M. Chairman

Senat or Wcker: Senator Sullivan?

Senator Sullivan: Thank you, M. Chairnman.

And again, | appreciate the witnesses joining this
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joint conmttee today.

CGeneral Neller, I wanted to ask you. It has been
nearly 3 nonths since Hurricane Florence nade landfall in
North Carolina. Have you had the opportunity to assess the
order of magnitude to the inpacts of Canp Lejeune and the
chal | enges we see there?

General Neller: Yes, sir, we have.

Senator Sullivan: And what are the nunmbers? Do you
have nunbers?

General Neller: So Canp Lejeune is not as dramatic
when you ook at it with your own eyes as to what happen on
t he panhandl e of Florida. The stormwas very slow noving.
There was a lot of wind, but it sat on top of the base and
it rained for 2 or 3 days. So a |ot of the buildings at
Camp Lejeune are very old. They suffered roof damage,
exteri or damage, and then when that happened, the water got
i nside, and so you end up with nold and ot her things.

And so there was an effect on housing, which we are
working with a private vendor for themto fix that, and they
are maki ng sone progress, not as fast as we would |ike, but
t hey are maki ng progress.

On the facilities and structures for us, if you were to
repair it, it would be one nunber, but if you were to take
the buildings that we would consider to be not worth the

cost of just repair, that they needed to be rebuilt, the
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total bill cones to about $3.6 billion.

Senator Sullivan: Let ne ask another question for you,
General. You mentioned sonme of the bad consequences if we
went back into sequestration, and you put forward a |i st
that was pretty significant that | think should get
everybody’'s attention in terns of negative consequences.

One thing you did not nmention, which is obviously an
I ssue that we have raised here, is, to be blunt, the
i ncreased probability that sonme of the really bad things
that we have seen could increase in ternms of their
potential. And I amtalking about deaths in training and
deaths in the activities of our mlitary. |s that another
risk if we go into sequestration? That is the ultinmate
risk. Right? | love the Blue Angels, but ny biggest
concern is that we see nore of these deaths, and the
American people -- none of us should tolerate it. |Is that a
risk?

General Neller: Wen you are not able to train as hard
and as long and fly as nmany hours as you require to maintain
a substantial training | evel that nakes you qualified, based
on current standards, yes, Senator, that is a risk.

Senator Sullivan: GOkay. That is really inportant to
know.

M. Pendl eton, you also nmentioned -- | think we al

recogni ze we have a readi ness problem readi ness chall enge.
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You just nentioned in your opening testinony it is going to
take significant tinme to rebuild readiness. Let nme ask just
the basic question. Wat in your view -- you kind of have
the outside view, the independent view. What put us in this
hole in the first place? And renmenber, it is not just

readi ness. This is a readiness challenge that is killing
our marines and sailors. What put us in the hole? Ws it
the fact that from 2010 to 2016, the DOD budget was sl ashed
by 25 percent? A lot of people do not know that. That is a
fact. Is that it?

M. Pendleton: | do not think budgets hel ped.
Unpredictability of budgets certainly did not help.

But it was also a denmand and supply problem | nmean,
the Arny, if you go back a few years -- they were able to
bring nore fol ks hone and retrain and get repetitions
t hrough the conbat training centers.

Senator Sullivan: So succinctly, what put us in the
readi ness hol e?

M. Pendleton: | think for the Navy and Air Force is
what | amgetting to, is that demand did not really sl ow
down, and so they had to continue to find ways to neet the
demand with a shrinking fleet. And with budgets |ike they
were, they affected sustai nment accounts, which then had a
ripple that we are trying to work off now.

Senator Sullivan: Let ne ask, M. Secretary. You
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know, one of the things -- and | touched on it briefly in ny
openi ng statenent. There has been a |ot of interest from
this commttee on what is happening in the Arctic. And it

Is not just me as Al aska Senator. It is actually broad-
based. W have had a nunmber of provisions in the NDAA

i ncluding the demand fromthe Departnment of Defense for a
new Arctic strategy. As you know, the Russians are buil ding
up their capability massively, you know, huge exercises, new
airfields, new ports, 40 icebreakers, building 13 nore.

Sonme are nucl ear powered. Many are weaponi zed.

Secretary Mattis, in his visit to Al aska this sumrer
and in a statenment to this conmttee, said it is a strategic
area we need to pay nore attention you. You and | had the
opportunity to visit potential areas, Adak, Port O arence,
None, and you recently said in a speech that we need a
strategic Arctic port in Al aska.

Can you focus on sone of the issues that you see as
chal |l enges fromthe national security perspective, Nationa
Def ense Strategy, and how the Arctic plays into that? And
can | get your commtnent, as required in statute, to work
with this comrittee on a revised analysis of a strategic
Arctic port?

M. Spencer: One, you do have ny comm tnent, Senator.
Last October when | was newy mnted, one of ny first trips

outside the country was to the Arctic, Kavivium and
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Reykj avi k, and that was ny educational curve for really what
was going on in the Arctic. At that point, our Russian
friends were warm ng up five airstrips, 10,000 Spetsnaz
troops up there for, quote/unquote, search and rescue
according to the anmbassador from Russia. The Chinese are up
there. Everybody is up there.

Senat or Sullivan: Everybody but us.

M. Spencer: Well, Senator, we are up there under the
sea and in the air.

Senator Sullivan: But you cannot do a FONOP under the
wat er .

M. Spencer: | agree to an extent.

But | amgetting to ny point, which is we are | ooking
at how we can get up there. This is portfolio nanagenent.
If I had a bl ank check for everything, it would be terrific
to ice-harden ships, but wth the demand that we have ri ght
now, it is wunaffordable. Do we have an avenue that could
possi bly work at seasonal tines to go up there? | believe
we do. W are |looking at that right now The Coast Cuard
is getting its heavy ice cutter. W would have to have that
intail, if in fact there was ice. W need to get up there.
| can conmt to the fact that we are trying to figure out
how we do service that.

You and | did go | ook on the coast up there for a

potential strategic port. | think the Coast Guard, in
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concert with the Navy -- we should definitely flesh out what
coul d possibly be done.

When it cones to using Alaska in the Arctic area for
training, the Commandant and | have tal ked about this, plans
to go |l ook at doing sonething this sumer, possibly on Adak
for training. The Vice and | have tal ked about possible P-8
debt up to Adak. There is definite training uses and there
is definite ability to effect the National Defense Strategy
with Arctic activity.

Senator Sullivan: Thank you, M. Chairnman.

Senat or Wcker: Thank you very much, Senator Sullivan.

Senat or Kai ne?

Senat or Kai ne: Thank you, M. Chair.

And, Secretary Spencer, | will start with you. | have
chatted with you about the requirenent in the NDAA from 2015
that is now |live about audited financial statenents for al
functions within the DOD. W view that as a tool not just
for congressional oversight, not just for public oversight,
but we also viewit as a tool for mlitary |eadership to
manage, to create -- | think you described in your testinony
kind of a culture of continuous inprovenent. |If we are
going to be reliable on anple budgetary requests and budget
certainty going forward, it really helps us if we believe
that the DOD is using tools like this to pronote

i nprovenent, to let go of lesser performng priorities or
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| ower perform ng progranms and invest in other areas, as you
describe, bringing in sonebody from Sout hwest to hel p you
figure out new strategies on nmai ntenance. That sounds |ike
a good one.

How are you using tools |like the audited financia
statenents and others to try to figure out how to better
prioritize and squeeze nore val ue out of the dollars we give
you?

M. Spencer: Senator, the audit process at Navy from
the day |I arrived, the conversation was this is not an
invasion into your area for a painful financial exam This
is a process that will give you a tool -- you, a nanager, a
tool -- to see how you are deploying resources and the
effect of the enploynent of those resources.

So we did change the conversation. And | will tell you
what. We have gone through our first cycle, as you know,
and | think as we advertised day one when | was up here for
ny confirmation hearings, | do not think we will probably
get a clean opinion for another 5 to 6 years. But that is
not the issue. It is the learning process along the way
that is critical. This cycle alone, we have vignettes that
| can provide for you on the record |ater of events, and
will just quote a few

We found out that in the Navy al one, we had in excess

of 700 distribution points for parts. You know, Anmazon does
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this globally with 25 centers. Do we have sonething to
| earn there? W certainly do.

The ability to turn around and find out where inventory
is. A fine exanple. W were m ssing sone assets that were
held by a contractor. In my heart of hearts, | said we wll
probably find these. This is a paper issue. It was.

But when you work in the comrercial sector, there was a
thing that | grew up with called SAS 70, which were the
standards that you would provide your services and goods to
a client. That exists anongst all our contractors, but it
appears that we forgot to ask for that or we were not aware
that. Fromthis evolution, we are going to turn around and
say when you hold assets for us, when you do anything for
us, will you do them at the sanme general ly accepted
accounting standards as SAS 70? It is there, we are taking
advantage of it.

Senat or Kai ne: Well, expect to get asked questions
like this a lot at future hearings. W really want to see
how t hose are being used. To all of you.

CGeneral Neller, | was struck by your costs on the
repair of Lejeune. | think you put it at around 2.2. |Is
that right? $2.2 billion?

General Neller: Actually at the high end, if we costed
out, because we do not believe it is cost effective,

Senator, to repair buildings that are 35 to 50 years ol d.
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Senat or Kai ne: Right.
CGeneral Neller: So if you replace these 31 buil dings

-- there are actually nore, but these are the ones we put

into priority -- the bill is around $3.6 billion, $3.7
billion.
Senat or Kai ne: It would also be the case that it would

be foolish to repair a building that would then be
vul nerable to the sane kind of damage with the next
hurricane that cones al ong.

General Neller: | would agree with that.

Senator Kaine: R ght. So we really ought to probably
be | ooking at the higher cost. The Tindall price tag is
about $5 billion, as | understand it. That is not the
pur pose of this hearing.

But talk to ne about this top 10 list. 1In the
Navy/ Marine side, there is a report due, pursuant to the
NDAA, this nonth about sort of the top 10 installations that
you feel have vulnerabilities because of climte. Wen are
we likely to see that report?

M. Spencer: Senator, that should be forthcom ng soon.
I will get back to you on the exact date. | have seen the
list, and I do not know where the process is in actually
finalizing it and signing it out to you.

But not surprisingly, it is going to be what you m ght
expect. In the Navy, it is going to be oceanfront areas,
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water rising issues. It is going to be areas exposed to
what we have seen now as 100-year storns that cone every 2
or 3 years. W are going to have to start addressing this
so we do this correctly and spend the noney correctly.

Senat or Kaine: W had a very well attended hearing in
Hanpt on Roads now nearly 2 years ago, a very bipartisan
congressi onal del egation tal ki ng about sea |evel rise and
the effect on Norfol k and other basis, Langley and others in
the area. And it was pretty sobering. And we started
t hi nki ng about if there is a future BRAC round or any kind
of physical base rationalization, that has got to be a
vul nerability that people would be concerned about. But one
of the DOD witnesses said you should worry about sea |evel
rise, but try running a base in an area where there is a
persistent drought. It is not just sea level rise. There
are all kinds of weather energencies and chall enges that all
of the services are dealing with on the climate side. And
we | ook forward to that report because it will help us do
our job better when we get to NDAA and appropriations.

Thank you, M. Chair.

Senat or Wcker: Thank you, Senator Kaine. And we
certainly ought to be able to deal with issues |ike that
apart from any BRAC round we m ght have.

Senat or Rounds?

Senat or Rounds: Thank you, M. Chairnan
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Gentl emen, thank you all for your service to our
country.

M. Pendl eton, sonme of the nunbers right now with
regard to aircraft and their m ssion-capable, not fully
m ssi on-capabl e, nunbers are still pretty disturbing. The
nunbers, as | amreading them-- and | am | ooki ng at
compari sons between the different types of aircraft and the
different branches of governnent. Cearly there is a
di fference between the requirenents for each one of these
aircraft in terns of the mssions that they are supposed to
be capable of. But | would |Iike your thoughts on a couple
of things.

Nunber one, the Navy’'s F/ A-18 E&F, the Super Hornets,
whi ch are the newest of the Hornets. They have a m ssion
capabl e rate of 49.1 percent right now, according to the
nost recent stats that we have got. Conpare that with the
Mari ne Corps who have a m ssion capable on their ol der ones,
their |legacy Hornets, of 60 percent, clearly a higher
percentage rate. | would Iike your thoughts as to why
Mari nes have a higher m ssion capability, the sanme depot or
different depot. And then if you conpare that with the Air
Force, their F-16C aircraft, not their newest F-16"s, they
have a 70 percent m ssion capable rate.

Wy is it? Wiat is the difference in discrepancy? 1Is

it a mtter that the intensity of the operations for the
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Navy is that much greater? 1Is it a matter of best
practices? Wat in your opinion is causing the differences
bet ween t he m ssi on-capabl e di fferences?

M. Pendl eton: You know, | amgoing to have to get
back to you with a better answer. But |I nean, it has to do
with the experience |level at the depots, the throughput at
the depots. And we just have not done the conparison you
are tal king about, and | do not feel confortable opining
about it. But we will ook at it because we visited all
those places in recent years. Sonme of the folks to ny right
m ght be able to talk to you about that, but | do not fee
confortabl e maki ng those conpari sons.

Senat or Rounds: Admiral Mran, would you care to
comment on it?

Adm ral Mran: Senator, thank you for the question

| think we got to nake sure that we are conparing
appl es and appl es. Nunerators and denomi nators matter here.

So our current statistics on the Super Hornet are the
m ssion capability rate for Super Hornets in operationa
squadrons that would have to go to the fight, if called to,
is at 66 percent and ri sing.

Senat or Rounds: So the nunbers that | have got right
now with regard to 49 percent are ol der numnbers?

Adm ral Mran: They are nmuch ol der nunbers. And that

49 percent is nmuch nore reflective of the total active
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i nventory, to included airplanes that are in the depot

today, which are not in reporting. So there is a |lot of
math here and I do not want to confuse it. But we are on
this path, this stretch goal to the Secretary’s point, of 80
percent. Last year, when | testified, we were in the md-
40’ s.

Senat or Rounds: Then let nme ask this. | really do not
mean to cut you off, but |I think you have answered ny first
guesti on.

What about the F-35 s? Right now, the C nodel which
you are inplenmenting at this point -- the 35C indicates,
according to the data that we have got, about a 17 percent
m ssion-capable rate. |Is that an accurate nunber today?

Admral Mran: Well, sir, what | would share with you
there is it is the law of very small nunbers. W only have
one operational F-35 -- well, we do not even have an
operational F-35C squadron yet. W have the FRS, which is
our training squadron, and so the | aw of small nunbers neans
that a couple go down on a given day. Depending on when you
report it, it could drive the percentages really |ow or
real 'y high

So | think we need nore run tinme on the F-35C whereas
the Air Force and the Marine Corps have had nore run tinme on
the F-35’s and have a better indication | think of what you

can expect.
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Senat or Rounds: Ckay.

| want to nove over to submarines for just a mnute.
M. Pendl eton, the attack submarines. A year ago, we used
it as an exanple of the reason why we need to inprove the
capabilities of our dry docks. The USS Boi se becane an
exanple. It had been at dock not m ssion-capable, not even
able to dive for a period of up to 3 years. | presune that
that attack submarine is now in dry dock?

M. Pendleton: | believe so. | better check to be
sure if it still is. It is out?

Senat or Rounds: Secretary Spencer?

M. Spencer: It is not there yet, no.

Senat or Rounds: It is not there yet?

M. Spencer: It is January, sir

M. Pendleton: | knewit was around that. Contracted.

Senator Rounds: So it has been 4 years then out of
service for an attack submari ne.

M. Spencer: That is correct.

Senat or Rounds: Do we have any ot her attack submarines
that are currently at dock, not able to dive, that are
awai ti ng drydock services?

Adm ral Mran: Yes, sir, we do. W have two nore that
are not certified to dive today. Both of those go into dry
docks after the new year, one in February and |I think the

next one in May or June. And this is all part of spreading
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this across the public and private sector and addressing the
submari ne short ages.

Senat or Rounds: M tinme is up.

Senator Wcker: Well, no. Wy did that happen,

Adm ral ?

Adm ral Mran: Wy did what happen, sir?

Senat or Wcker: The 4-year period, the lengthy tine.

Admral Mran: It is the age-old problemof what we
tal ked about the last 2 years in this hearing where we had
agi ng SSBNs which take priority in the public yards to fix
because of the national priority on strategic deterrence.

The next in the order of priority are our carriers,
which as we have all testified here the |ast couple years,
have been ridden very hard, high OPTEMPO, extended peri ods
because of discovery work and additional naintenance that we
were not anticipating.

And the last and standing in line to get into those
avail abilities in the public yards were our SSNs.

And so we have begun to put themin private yards to
hel p unl oad or |evel |oad and get submarines that need to be
in dry dock in dry dock sooner. Boise was -- you know, we
tal ked about this last year, Senator. W want no nore
Boi ses. And the nunbers are com ng down significantly. The
standing in line has come down significantly. W still have

a ways to go. W are not out of the woods yet, but | think
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as capacity opens up in the private yards and we do a better
job in the public yards of getting our carriers out on tineg,
we will be there.

Senator Rounds: M. Chairman, if | may, just one
t hought .

Senat or Wcker: Pl ease.

Senat or Rounds: A year ago, did we have three
submarines that were waiting to get into drydock or did we
have | ess than that?

Admral Mran: | will have to get back to you on --

Senat or Rounds: Ckay. Look, it appears to ne that
even with the resources that we have allocated so far, we
are going the wong direction, it would appear, with regard
to the fleet that we have got. M only point is that if it
is a matter of resources and if you are not here in public
testinony to tell us what the inpacts of not having the
addi tional resources necessary to keep these critical pieces
in the defense of our country operational, howin the world
can we ever go to what we know we need in a 355-ship Navy
and support themif we are not going to be able to share
with the Anerican public how critical it is to maintain the
def ense posture that we have currently got. And so what |
woul d expect, as a menber of the commttee, is to at |east
be able to allow you the opportunity to share what happens

if we ever do get back into a reduced defense budget or to,
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heaven forbid, another sequestration and what the inpact is
to these young nmen and wonen that are expecting that they
are at |least going to get the tools to do their job. And
then to find out that we have got three attack submari nes

t hat have not even been able to get into dry dock seens to
nme to be sonething that ought to be shared with the Anerican
public, and they ought to understand how serious this
problemreally is.

M. Spencer: | could not agree with you nore, Senator.
But as a fine exanple, so everyone truly does understand the
ups and downs of this, the nonies that you gave us to
optim ze the shipyards -- that is a 2-year project at the
| east to get that up and running to the new flow rate.

There was a study that was done up at Portsnouth. And
you all know mai ntenance is all about hands touching and
turning and fixing things. It is hands-on tinme. They
tracked one of the mai ntenance people for his hands-on tine.
He drove a gulf cart around the area for 4 ml|es one day
just in an average search of parts. W have to bring the
parts down to the ship. This is what | amtalking about,
the science of industrial flow, that needs to be put into
these old shipyards. W are doing it. The nonies that you
have given us will get after that. It is 2 years to effect
that. But to kill it nowwth any sort of sequestration

woul d be a crine.
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Adm ral Mran: Senator, if |I could. |If | could go
back to the earlier comment about what the elenent of tine
does to this problem we just got back the shipyard workers
in the public yards to the level we wanted after
sequestration 5 years ago. This is a unique, highly skilled
wor kforce in our nuclear yards. And if they do not fee
i ke they are supported, if we are not giving them adequate
resources to do their job and have the manning | evel s where
they need to be, they wal k. They can go other places
because they are highly skilled. And then it takes a | ong
time to recover that.

So to your point, if we go backwards on this, it is
going to take us 3, 4, 5 years to recover just the workforce
and skill sets we need to do nucl ear nmaintenance.

Senat or Rounds: Thank you.

Thank you, M. Chairman

Senator Wcker: | do not think we are going to go back
to sequestration, but we are going to have to take
affirmati ve votes not to.

| think Senator Rounds’ question, though, is even with
t he adequate budgets that we have provided the |ast 2 years,

and going forward, if we are able to do the sanme thing --

now it seens that the admnistration is all in favor of
generous funding for the mlitary. Even with that, | think
the question is what else is necessary. | do not think you
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question of how we can inprove the situation.

Senat or Rounds: M. Chairman, thank you. And if |
came across as being critical, |I do not intend to be. Wat
| amtrying to get at is that we have got to be able to
share with an Anerican public that sees an increasing
def ense budget, and they have got to understand how far
behi nd we were and about what our adversaries are doing with
their owmn and where we are falling behind. And it is not
just a matter of readiness. It is a matter of nobdernization
because, as you say, directed weapons is not sonething in
the future. Ohers are working on it now. And we start
tal ki ng about what is going on in space and our ability to
control the information com ng through, and in hypersonic
weapons which are there now and how far we will be if we do
not maintain this. And it puts our security at risk. And
we have a difficult tinme trying to get that information out
to the public because nost of the information we receive is
in a classified section. So this opportunity for you to
share how serious this is has got to be shared with the
American public. That, | guess, is where ny frustration
cones from

Senat or Wcker: Thank you, Senator Rounds.

Senator King, it appears that we have taken all of your

time and | just regret that.
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[ Laughter.]

Senator Wcker: Wiy do we not go ahead and recogni ze
Senat or Ki ng?

Senator King: | would be glad to yield ny tine to
Senat or Rounds anyti ne.

Secretary Spencer, | think you have touched upon this,
but it strikes nme that both in aircraft and ship
mai nt enance, we do have a lot to learn fromthe private

sector, and | hope that that is a really active effort. |

know you nentioned when | was absent -- | apologize. | had
anot her hearing -- Southwest Airlines. Cbviously, there are
differences. It is not apples to apples. But | think there

is alot tolearnin ternms of work flow, systenms, just in
time, parts availability. And | hope that is a major part
of your effort to upgrade because we cannot afford to buy
shi ps that we are not using.

M. Spencer: Senator, | could not underscore your
statenent stronger. And one thing that | do want you all to
know is that as we reach out, whether it is Southwest,
whether it is Delta, whether it is Carnival Lines, to
simlar nodels that we are facing, corporate Anerica is
bendi ng over backwards to help us. The hours that they
spend with us, the resources that they provide us with
people, it really is stunning. And we are. W are |earning

a trenendous amount. | could give you vignettes down the
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line on sinple parts that used to take 55 days for us to
process where soneone | ooked and said, hey, here is how we
are doing it in the civilian world, and cut it down to 2
days. And that one part would be a downing part for an
aircraft. So that is the kind of inpact that we are seeing
wi th what we are | earning.

Senator King: Well, there is an interesting chart in
the GAO anal ysis of the naval data that tal ks about parts
obsol escence or dim nishing manufacturing source of parts.
There is a checkmark next to every Navy aircraft in those
areas, as well as delays in depot maintenance. So | think
this is areally big deal, and it is very inportant in terns
of budgetary priorities. Again, it nakes it so nuch nore
efficient if the planes and ships that we have are fully
ready to be utilized.

One of the concerns | have -- and you nentioned
Portsmouth -- is personnel and workforce. At Portsnouth
now, a trenendous yard doi ng great work, 30 percent of their
wor kf orce has been there less than 5 years. That is a
change in recent years. | hope the Navy is thinking about
wor kf orce devel opnment because that is not going to happen on
its own.

M. Spencer: It is a definite upfront of m ne,
Senator. And you and | have tal ked about this. But when |

tal k about col |l aborati on and partnership with our commercia
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counterparts, also with our States to hel p whatever they can
do to pronote any sort of educational assistance or early
education venues to feed the yards, which are anmazi ng
careers -- you know, a |ot of people do not realize the
contribution that one makes to a great product, but also the
conpensati on received.

Senator King: | can attest to that at Portsnouth
because they let nme use a virtual welding nmachi ne where |
could actually think I was wielding, but I was not screw ng
up a ship hull. So it was a very positive experience.

M. Spencer: Next time, we will use you.

Senator King: That is right.

Tal ki ng about industrial base and acquisition, the
frigate, which we are tal king about -- there are five yards
conpeting. There are going to be 20 ships. As | understand
it, the intention nowis to award all 20 ships to the
winner. It is a winner take all anong five. 1In terns of
i ndustrial base and al so just spreading the work, getting
the work done faster, talk to ne about the possibility of
splitting that award between at |east two yards, if not
t hr ee.

M. Spencer: You bring up an interesting concept.
There are two things going on here that need to be wei ghed
out. One, yes, we do have to be attentive to our industrial

base and the ability to keep hands busy and trained. Two,
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one thing we also have to | ook at, though, is the bal ancing
of the flow of new ships into the fl eet because what we want
to avoid is a spi ke because that spike will come down and
bite us again when they all go through regul ar naintenance
cycl es and everyone conmes due within 2 or 3 years or 4
years. |t gets very crowded.

It is not off the table because we have not awarded
anything yet. But we wll |ook at how best we can bal ance
with how we get resourced, and if we have the resources to
bri ng expedition, granted, we will do that.

Senator King: | appreciate that.

Final question. The Navy and the Marine Corps recently
went through their first audit, and no one expected it to be
a clean audit first time through. Two questions. Wat have
you learned fromthis audit, and secondly, when can we
expect a clean audit?

M. Spencer: | will go first question first. W are
still learning. It was a trenmendous cycle. As | told
Senat or Kai ne, we changed the conversation in the Departnent
of the Navy, the Navy and Marine Corps team that this
iteration of a thing called an audit is not an invasion for
financial reasons. This is a tool that you will use as a
manager so you know how your organization is operating, so
you know how t he resources you are applying are providing

you a return. That nessage has been received.
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If you |l ook at our list of deficiencies, there are
many, but this was the first tine in the barrel for the
Navy. It was eye-opening, 700 distribution centers. Well,
you know what? We can probably get after that. Real estate
that was m ssing, quote/unquote. A lot of it was procedure.
| nean, the building was there, but was it in the right book
in the right business systen? No. This is all the |earning
that we are doing so we have tools to nmanage.

Senator King: And do you feel that we are headed
toward a tinme when there can be a clean audit?

M. Spencer: Yes. | would love to say in the future.
| do not see a clean --

Senator King: In our lifetinmes?

M. Spencer: | would say 5 to 6 years, to be very

frank with you.

Senator King: General Neller, I just want to greet
you.

Senator Wcker: \Wat is your |life expectancy?

[ Laughter.]

M. Spencer: That m ght be ny |life expectancy,
Senat or .

Senator King: General Neller, | just want to
conmpliment you on your service. You drew the |long straw
this norning and the Secretary seens to be getting the brunt

of the questions. But thank you
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General Neller: W are very appreciative that you are
giving himall the questions.

[ Laughter.]

CGeneral Neller: Senator, just one thing on the audit
just for the record. The Marine Corps has been under audit
for several years, and as the Secretary said, | have taken
the brief fromthe audit teamnyself the last 3 years. And
it has been enlightening. A lot of it is procedural. Aot
of it is accounting things and procedures. A lot of it is
that there are a nunber of systens across not just within
the Departnent of the Navy, other services. Like a big
issue is we have a lot of ammunition that we share with the
Arny and the systens that we have that account for that --
they do not talk to each other.

So the auditor gives you a |ist of findings or
concl usions or things, and then your job is to go back and
try to close themout. And | assure you that the Secretary
of the Navy and the Secretary of Defense keep score on that
sheet. And so we have a team of people, and then the audit
for this next year has already started. Again, it is a
conti nuous process.

So we will get there in our lifetines, | amconfident,
but there are going to be some things that are going to have
to take place probably systemcally and with data. But

there is no shortage of effort and understandi ng and
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appreciation that we are going to get there eventually.

Senat or King: Thank you.

Thank you, M. Chairman

Senat or Wcker: Senator Ernst is next, and Senator
Shaheen, regardl ess of who el se walks into the room you
will be recogni zed after Senator Ernst. Senator Ernst?

Senator Ernst: Thank you, M. Chair

Secretary Spencer, we are going to continue on with
your questioning. So thank you for being avail abl e t oday.
And it was a great gane on Saturday. So thank you.

[ Laughter.]

M. Spencer: Kind of.

Senator Ernst: Yeah, sorry. No, | amnot.

[ Laught er. ]

Senator Ernst: As the chairman of the Emerging Threats
and Capabilities Subcommittee, | do especially enjoy working
wi th our special operations conmunity and really want to
make sure that our SOF have the support and capabilities
necessary to performtheir many no-fail m ssions.

One issue that | have | earned about is the inportance
of assuring that SOF have necessary access to fl oat-ahead
stagi ng bases. Especially with our renewed focus on great
power conpetition, naval resources will be extrenely
strained while we continue to build up the fleet. The

dermands in the Pacific and in Europe especially will mean
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that the Navy and SOCCOMw || be required to find intuitive
ways to supply capabilities to our SOF warri ors.

How do you believe that we can ensure that SOF
war fi ghters have adequate, dedicated, persistent support in
order to fulfill their m ssions?

M. Spencer: Senator, leave it to the SOF world, and
use themas a poster child. They have already done sone, as
you know, innovative ways to find platforns to work on on a
maritime basis.

That being said, you address a topic, though, that is a
gap that we know we have and that we are working on. And we
will come to you with sone requests here going forward, and
that is our pre-positioned forward ships and our reserve
ships. You know -- you have read the reports -- the shape
that they are in. This is a sinple case, in many cases, of
portfoli o managenent and resources available. If in a
perfect world, | had the ability to go out and buy used
ships on the market with very little constraint, we could
close this gap quite rapidly.

Senator Ernst: Well, and we tal k about the policy
limtations that are out there. You had just addressed one
of those.

Wth those limtations on the use of |eased vehicles,
how do you bal ance sea-basi ng support for SOF between our

counterterrorismand our VEO mi ssions and potential state-

Alderson Court Reporting

1-800-FOR-DEPO www.AldersonReporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

63

on-state conflict where we cannot use those |eased vehicles?

M. Spencer: Yes. M easiest answer is if | could get
sonme nore restraint lifted, | would have the ability to
manage that risk-gapping.

Senator Ernst: |s that an area that we can address
within this commttee?

M. Spencer: | believe it is.

Senator Ernst: Okay. Thank you for that.

And are there platfornms within the current industria
base that you do believe would be optinmal for our SOF
m ssi on?

M. Spencer: Yes, there are.

Senator Ernst: And in an open format, can you di scuss
any of those?

M. Spencer: W have the ability right now with sone
of the things that we are | ooking at wwthin the Navy that
woul d be applicable to mssions. But nore inportantly, we
do have an industrial base out there that has the ability to
produce specifically what m ght be needed for that m ssion
set.

Senator Ernst: Okay. Thank you.

And recently -- just a slightly different topic. One
that is very inportant, though. Recently | did have the
honor of speaking at the comm ssioning of the USS Sioux Gty

over at Annapolis. | appreciated that. And anong many
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1 ot her aspects, | was inpressed by the crew of the ship and
2 their ability to explain to nme the inportance of that naval
3 platform And | believe -- and as | was a commander, of
4 course, in the lowa Arnmy National Guard -- that it is our
5 sailors, it is our people that nmake up the backbone of our
6 services. And as in the Navy, they will be manni ng those
7 stations and making critical life or death decisions in
8 times of conflict, and that absolutely is sonething that we
9 cannot have built in a shipyard.
10 So, General Neller, it is the same with you. What |
11 woul d |i ke for you gentlemen to do, just in the very brief
12 remaining time that | have left, is to address the
13 chal l enges that we have in recruiting and retention in the
14 Navy -- and Admiral Mran, if you could address that -- in
15 the Navy and in the Marine Corps. How do we do better?
16 CGeneral Neller: Wll, Senator, first on your previous
17 guestion, there are a lot of things going on with the use of
18 SOF or the SOF operating off of naval platforns throughout
19 the world. 1In fact, we trainit. W do it as a matter of
20 course. It happens all the tinme. It just is sonething you
21 do not read or see in the newspapers or the nmedia. And
22 can talk to you off line and there are actually things we do
23 to accommpdat e each other. So | think the Navy, the naval
24 force, and SOF -- they do a |l ot of things.

25 On recruiting, we made our nunbers. W nade our
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quality spread. W work really hard. W invest a lot in
our recruiters. W have a command screen board for our
officers that lead our recruiting stations. So if you are a
Marine major and you are at the top of the heap, your reward
is you get to command a recruiting station. And then if you
are successful, then you will probably be acknow edged | ater
on in the pronotion process for comrand of another

organi zation fromyour MOS. So it takes work.

W are recruiting the seniors for next year. W cane
into the year with over 50 percent of the recruits that we
wanted to ship this year already contracted. The nost
difficult time cones after the first of the year, kind of
January through May, because you have shipped all the
seniors. They graduate |ast May, June, and then they ship
this summer. So you are nore in a direct shipping market.

So we are confident that we can nmake it. It is getting
harder. W used to nmake it before the third week of the
nont h was out. Now sone places, you are nmaking it the | ast
day of the nonth. So it just takes really, really hard
wor k.

| think this commttee and the nation should be aware
or concerned about the fact, not just the propensity of the
young nmen and wonen to want to serve in the mlitary, but
the percentage that are qualified to be able for us to even

talk to them And that nunber is right around or slightly
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bel ow 30 percent. But we are making it. On the officer
side, we have got nore people that want to be a Marine
of ficer than we have spots.

Senator Ernst: Admral?

Adm ral Mran: Senator, thank you.

| would just build off of what General Neller just
commented on. The Navy is in a very simlar place. W were
able to make m ssion this year in a nuch nore demandi ng
mar ket. And our goals were at 40,000-plus, and a typica
year for us about 33,000. So we nmade goal by May. So our
recruiters are doing a great job. W have shifted our
approach in how we do recruiting, to go where the nmarket is,
which is nore in the social nmedia |lane than it is on the
nore traditional advertising canpai gns we have done in the
past. Qur recruiting force is doing a fabul ous job.

W are starting to see sone stressors, though, simlar
to what the Commandant just tal ked about in ternms of when we
are neeting those goals, at the end of the nonth as opposed
to the second, third week in the nonth. So the stressors
are clear. Anytine you have an unenpl oynent rate below 4.1
percent, historically trouble | oons on the horizon for both
recruiting and retention. It is at about 3.8 percent |
think now So we are all expecting this market to get nore
difficult than easier.

That said, we had the best retention year in zone A B
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and C this past year than we have had in a decade.

So there are sone good things going on. Hard to put
our fingers on exactly what is generating those kinds of
results in an econony that is really challenging us and
conmpeting us for that talent. But hopefully, we can
continue to do this because our recruiting goal for this
year is also high

Thanks for the question.

Senat or Ernst: Thank you, gentl enen.

M. Spencer: Senator, if | could add sonethi ng on
t here.

Senator Ernst: | suppose, Secretary.

[ Laughter.]

M. Spencer: Not a huge item but it is worth bringing
up for conversation.

There is in excess of 1,100 schools and schoo
districts that deny access to the uniforned nenbers to
recruit on their canpuses. They are all throughout the
country, the preponderance up in the northeast and
nort hwest. But whatever help anyone could do in hel ping us
get the nessage out would be greatly appreciated.

Senator Ernst: Thank you, Secretary. You are
absolutely wel conme in | owa.

Senator Wcker: Are you speaking of colleges and

uni versities?
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M. Spencer: High schools.

Senator Ernst: High schools for recruiting. Thank you
for pointing that out.

Senator Wcker: Thank you, Senator Ernst, for that
line of questioning. Let me just thank the CGeneral and the
Adm ral for good answers and for a really good work product
in challenging times. | aminpressed, and | think the
country is inpressed.

Senat or Shaheen?

Senat or Shaheen: Thank you, M. Chairman.

And thank you all for being here.

Senator Hirono, | believe that Secretary Spencer may
have m sspoke when he said that Pearl Harbor was the nunber
one priority. Senator King and |I understood that it was
Portsnmout h that was the nunber one priority.

M. Spencer: One of our first priorities.

[ Laughter.]

Senator Wcker: | think he was tal king about his
priority for a field hearing.

Senat or Shaheen: Thank you. | just wanted to neke
sure everybody was awake this norning.

M. Pendl eton, you tal ked about the delays in
mai nt enance. Secretary Spencer, you tal ked about the plan
to address depot mmi ntenance. W all recognize the

chal l enges with getting the McCain back into operation.
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Are there |l essons that we have | earned from what has
happened, aside fromthe chall enges around depot naintenance
and a plan? Are there other |essons that we have | earned
about how to better get the fleet back out when there are
damages? | nean, | think about the Portsnouth Shipyard
where during World War 11, they produced 70 ships. They
| aunched four subs in one day. So there are other things
that are going on other than just the facilities that
address how qui ckly we are responding to the challenge. So
can you tal k about sone of those | essons that have been
| ear ned?

M. Pendl eton: Around the damage, we did not really
| ook at the MCain maintenance.

| think one of the things, going forward, that is going
to be very inportant is not to let deferred nmai ntenance
mount up. Wiat is happening is that as they bring the ships
and subs in and they begin to |l ook at the tanks and ot her
things, they find danage or corrosion or other things that
require additional work. So I think getting caught up on
the deferred mai ntenance is one of the key | essons |earned
and it will be one of the keys to success going forward.

Senat or Shaheen: Anything el se?

M. Spencer: Yes. Senator, one of the things -- you
asked -- it is a far-reaching question that deserves a

nonent here because one of the things that we are trying to
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do -- and | will back up to the F-18 scenario that we are
working on right now W are calling that the Nava
Sust ai nnent System that we are buil ding because it does not
just apply to aviation. It applies to surface, underwater,
weapons platfornms. Mintenance is all about flow, getting
parts, people all inline in time for procedures.

One of the things that we want to start doing is we
have the data to start doing predictive analytics. So
before a ship even cones in, we know where there is great
probability that there is going to be work done, have it
pre-staged, have the work orders ready. It is going to take
sone tinme. But you asked for the |essons learned. This is
exactly it. Allowing those teans that are actually working
on the ships alone to start thinking howcan | do this
better, how as a team can we actually make nore novenents
shorter, quicker, nore effective.

So it is a collection of a bunch of activities that we
are doing. A lot of themwe are picking up fromthe
commercial world outside the wire, but a ot are organic
i deas comng fromw thin the organization

Senat or Shaheen: G eat.

Back at the end of Novenber, we had the Nationa
Def ense Strategy Comm ssion conme and appear before the
comrmittee. And they identified six trends in nationa

security that we needed to be aware of. One of those was
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conflict in the gray zone. One was cyber as well. But one
of the things that the comm ssion recomended was that DOD
develop -- and | amquoting here -- analytic tools that
measur e readi ness across the range of challenges from |l ow
intensity gray zone conflicts to protracted high intensity
fights with maj or power rivals.

It seens to me that we have been able to better measure
sonme of the ways to address the high intensity fights with
maj or power rivals because we can | ook at how many ships we
have and how many people we have ready. But when we are
tal ki ng about gray zone conflicts and the potential for that
kind of conflict, how do we neasure how ready we are and
what are we doing to address that?

You know, we had a briefing yesterday, which I wll not
go into because it was classified. It presented the
problem but it did not really how we are addressing the
problem And it seens to nme that it is not clear to ne how
we are addressing that problem

M. Spencer: The Commandant has sone nore granul ar
i nformation, but to franme the context of this fromny point
of view wearing the Title 10 hat is this is exactly one nore
portfolio that we actually have to manage. Wenever one
tal ks about us conpeting with China and we continually hear
they are investing this anmount of noney and they are

bui l ding this amount of ships, one, they do not have the
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install ed base that we have. Two, they do not have the

m ssion requirenents set for global security. These are
what we -- | will not say struggle with. This is what we
performto. To get an appreciation, it is one nore of the
portfolios.

But, Commandant ?

General Neller: Senator, | wll speak for the Marine
Corps, but I can say with sone confidence that all the
servi ces have devel oped capabilities that allow themto
function within this area, whether it be cyber, electronic
war fare, whether it be information operations, whether it be
mlitary information, or things like that.

So, for our exanple, organizationally we have changed a
group which used to be a headquarters support group into
what we call the MEF Information Goup. W have grown
hundreds and hundreds of people that now have MOSs in cyber
t hat support CYBERCOM as part of their conponency. Each of
the services has a conponent there. So that readiness is
neasured. |In preparation for this hearing, | |ooked over
the readi ness of those teans. So you have cyber protection
teans that do defense, and you have cyber teans that do
of fensive things. Cbviously, | amnot going to tal k about
what that is. And sone of themwork for other
or gani zati ons.

But to your point, | think it is a clear recognition
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with all the services and with the joint world and with OSD
that we are growi ng and continue to develop this capability.
And it is not going to get snaller. So we are going to need
this capability because this is the fight that goes on every
day. This is the fight that is taking place as we sit here
inthis hearing. This is the fight that is probably going
to be the precursor to a fight which could potentially --
God forbid -- lead us to a kinetic fight further on down the
r oad.

If you ask nme what ny biggest readi ness concern is or
nmy operational concernis, it is the ability for us to have
resilient, reliable command and control to nove our forces
around the world and protect the network that allows us to
do that, and at the sane tine, | want to be able to take
that away from whoever m ght be our adversary. So whoever
can protect theirs and keep it up or bring it back faster
and whoever can deny the adversary their ability to do
command and control or pass information or share information
or do analytics, you have a decided advantage. And that is
where | think we are all headed.

Senat or Shaheen: | really appreciate that.

And, M. Chairman, it would certainly be hel pful to ne
-- 1 do not know how others feel -- to have a better
under st andi ng of nore about what is being done in that area.

Can | ask just one nore question to follow up on
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Senat or King' s question about audit?

Senat or Wcker: Absolutely.

Senat or Shaheen: There have been sone reports about
fraud within the departnment around the audit. Has there
been any evidence of fraud that occurred or that was shown
to be the case as the result of the audit?

M. Spencer: As far as Departnent of the Navy goes,
Senator, | have not heard the word “fraud” used during the
audit. Unaware in that regard. That would have cone front
and center.

Senat or Shaheen: Good. Thank you.

Thank you, M. Chairman

Senat or Wcker: Thank you, Senator Shaheen

Senat or Bl unent hal ?

Senat or Bl unenthal: Thank you very nuch, M. Chairnman
Commandant, this hearing nmarks the | ast official
appearance here and work by nmy mlitary fellow, Al ex Mnte,
who happens to be a Marine Corps officer. And he has done
extraordi nary work over the last year. | was tenpted to ask

you to issue an order that he continue in ny office, but
that work has been such a hardship, | amsure, given his
boss, that | think he deserves relief fromthis duty, sir.
But | just wanted to say on the record how grateful and

pl eased | have been with his performance. | would say he is

the best of our mlitary fell ows, except a few others have
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been marines. So | do not want to single himout, but he
certainly is one of the best and we will mss him And | am
grateful to you personally for permtting your marines to
serve us in that capacity. And | wll not ask you for a
response to that.

| do have a question about submarine nmai ntenance, and |
know you have been asked about submarines by Senators Hirono
and Kai ne and a question on the mai ntenance issue by Senat or
Rounds. And it is not the nost gl anorous of the topics that
we di scuss today, but in ny view, it is one of the nost
essential because our subnmarine fleet, our undersea warfare
capability, is in ny view one of the |inchpins of our
nati onal defense and part of building a nore powerful Navy
and ensuring readiness is not just building nore ships -- we
like to do that in Goton Electric boat -- but al so making
the ones that we have now work properly and keepi ng them at
sea.

As you are aware, the GAO rel eased a report |ast nonth,
actions needed to address costly nmintenance del ays facing
the attack submarine fleet. The Naval Sea Systens Command
agreed with the majority of the report’s findings and has
al ready taken sone specific actions. | amvery nuch aware
to address the GAO findings. Specifically, the Navy
contracted four submarine availabilities to the private

yards, one to Electric Boat, three to Newport News, and
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plans to contract an additional tw attack submarines in the
spring of 2019. And | amalso aware the Navy is working
with private shipyards to provide a | onger-termplan for
noder ni zat i on.

| want to stress Electric Boat has approxinmately 5
mllion hours of available | abor to provide submarine
mai nt enance fromfiscal year 2019 to fiscal year 2024.
wote the Navy a letter |ast week asking for a detailed
submari ne workl oad all ocation plan to consi der awarding
submari ne mai nt enance contracts to Electric Boat. Based on
mai nt enance requirenents, the Navy shoul d consi der
transferring nore than the two additional attack submarines
to address readiness, in nmy view, challenges that are sinply
growi ng, and we need to address themto nake sure that we
have that workforce avail abl e ahead of the Col unbia class
producti on.

So, M. Pendleton, |let ne ask you based on the GAO
report and your assessnment how is the current submarine
mai nt enance backl og affecting readi ness. Wat is your plan
for providing nore work to the private yards? And what is
the tineline?

M. Pendleton: So we did the study, and we updated
sonme of the nunbers. Maintenance del ays have been trending
upward since we even finished the study |last nonth. So that

is headed in the wong direction. W are hoping that that

Alderson Court Reporting

1-800-FOR-DEPO www.AldersonReporting.com



77

1 is reaching as bad as it is going to get.
2 What we recommended was the Navy take a | ook to see if
3 there were opportunities in the private yards, and they are
4 doing that. So we will be followwing up with themto see how
5 t hat goes over time and foll owi ng submari ne readi ness in
6 general, sir.
7 Senat or Blumenthal: Wuld you recomend t hat
8 addi ti onal work be sent to the private yards?
9 M. Pendleton: That is really not nmy place. | nean,
10 what we wanted the Navy to do was to ook to see if you
11 coul d make a business case for it because the public yards,
12 as Admral Mran nentioned, it is a lower priority and there
13 wer e backups. And we understood that there was potentially
14 capability there avail able, and we wanted the Navy to take a
15 | ook at the cost and the benefits of doing that. And that
16 is what we understand that they are doing.
17 Senator Blunmenthal: If | may ask another question, M.
18 Chai rman. Thank you.
19 Adm ral Moran and Secretary Spencer, | wonder if you
20 woul d respond as wel |l please.
21 M. Spencer: Senator, we are, obviously, exercising
22 the public yard option. | have learned in ny life that
23 managi ng expectations is probably the best way to go. |
24 will tell you -- and it will be self-admtted by the

25 shi pyard builders -- that there is not a 100 percent
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correl ati on between buil ding skills and mai ntenance skills.
They do not overlap 100 percent. W are learning that right
now. They are farther up the curve than starting from zero,
for sure. But repair is a different exercise than build.

So we are on a learning curve, and all we are hoping for --
not that hope is a strategy -- is that as partners working
toget her we can get a price point that is agreeable.

Senator Blunenthal: Well, hope is not a strategy. You
are absolutely right. And repair is not the sanme as
buil ding a new boat. But the skills are very, very
transferabl e and conparable. And | want to urge that, with
all due respect, perhaps you could respond to ny letter. |
| ook forward to hearing in nore detail either in person or
by | etter about what the plans are because | think it is
very inportant that we address these mai ntenance needs. And
it goes beyond Electric Boat. It is the capability of our
private yards to do this work, to maintain the defense
i ndustrial base to give our workers continued chal |l enges and
wor k that they need and deserve.

M. Spencer: Totally agree. And when | talk about the
| earning curve, we have Virginia payl oad and we have
Columbi a, and | have to bal ance that al so when we tal k about
usi ng those man-hours. W will do whatever we can. W need
everyone to | ean towards the stone to nmake sure we can get

the right value and efficiency proposition.
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But you will hear fromus. W have a 5-year plan for
submari nes that has been finished. | think we are going
sign it out to you on the 28th of Decenber. But nore than
happy. Your letter will be addressed. It is on ny desk
right nowto be addressed. But |oud and clear, we hear you.
We need to fix the maintenance flow for these vessels.

Senat or Bl unenthal: Thank you, M. Secretary.

Senator Wcker: Senator Blunenthal, | think you are
going to get a response to your letter.

Now | will now take a second round. And, Secretary
Spencer, | amgoing to direct these questions to you. |If
soneone wants to junp in as a nenber of the team please do
so.

But | spoke in ny opening statenent about requirenents
that we placed in the NDAA on surface warfare and readi ness.
So et us go down the list.

Section 911 directs the Secretary of the Navy to
conduct a conprehensive review of operational and
adm ni strative chains of command and functions at the
Departnent of the Navy. This is due nonth after next,
February of 2019. WII this deadline be net?

M. Spencer: Yes, it wll.

Senator Wcker: And are there any changes or insights
that you would like to share with the conmttee today?

M. Spencer: | think I would Iike to have the report
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presented to you in full

Senator Wcker: Al right. You have answered the
questi on.

Section 915 expands the principal duties of the
Assi stant Secretary of the Navy for Research, Devel opnent,
and Acquisition, to include sustainnent, including
mai nt enance. The intent was to put a single Senate-
confirmed official in charge of sustainnment, including
mai nt enance of weapons systens. This took effect in August.
How is this change being inpl enent ed?

M. Spencer: It has been inplenented, Senator.

Senator Wcker: And howis it going?

M. Spencer: It is actually going very well. It is
sonet hi ng that we probably should have done a while ago, to
be very frank with you, because we spend an inordinate
amount of time focusing on how we buy things, and the
sust ai nnent equation did not get the appropriate anount of
attention. Now it is.

Senat or Wcker: Well, got advice fromfol ks out there
around the gl obe that know what they are doing. So that is
good to hear.

Section 322 requires the Bureau of Inspection and
Survey | nspections begi nning January 1st of 2020 to be
conducted with minimal notice and results reported in an

annual unclassified report. | assune that this deadline
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will be net since it is a year away.

M. Spencer: This we wll neet March of 2019.

Senat or Wcker: There you go.

Section 323 limts the duration of vessels hone-ported
in locations other than the United States or Guamto no nore
than 10 consecutive years. Wth sonme few exceptions, this
provi sion took effect in August. Wat actions are being
taken to conply?

M. Spencer: This will be conpletely inplenented by
fiscal year 2021 due to the cycle nature of it. W are
under way.

Senat or Wcker: Thank you, sir

Section 526 requires certain watchstanders on Navy
surface ships to maintain a career record of watchstandi ng
hours in specific operational evolutions for key watch
stations. This takes effect in February. WII that
deadl i ne be net?

M. Spencer: January of 2019, Senator.

Senator Wcker: Al right. It is hard to keep up with
you guys.

Section 524 requires a conprehensive assessnent of the
Navy’ s standard wor kweek and update of Navy policies and
procedures to identify the manpower necessary to execute in-
port workload. This is due in February. WII the deadline

be nmet, and are there any early insights that can be shared

Alderson Court Reporting

1-800-FOR-DEPO www.AldersonReporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

82

t oday?
M. Spencer: The deadline will be net. | have not
read the final report yet, so |l would like to wait until it

is fully vetted.

Senator Wcker: W |look forward to those insights.

Secretary Spencer -- and Adm ral Mran nay want to
chinme in here -- section 527 requires a review of the
adequacy of individual training for certain watch stations.
This is due in February. WII that deadline be net, and are
there early insights?

M. Spencer: That deadline will be nmet, and we wl|
share with you what we learned. No insights right now, sir.

Senat or Wcker: Ckay.

Section 525 requires congressional notification if
manni ng | evel s drop bel ow certain percentages for ships.
This took effect in August. W have not received any
notifications being submtted pursuant to this section. So
is the Navy conpliant there?

M. Spencer: The first report is in staffing now.

Senator Wcker: GCkay. And what is it going to show?
G ve us a sneak preview. Admral?

Admral Mran: It is going to show we have a
relatively small percent of those ships that are outside
their mai ntenance and basi c phase of the OFRP that are bel ow

those thresholds, very marginally below, but it is a smnal
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percentage. | think you will be pleased with the report
that is on its way to the Secretary.

Senator Wcker: Al right. Only two nore.

Section 334 requires a review of options to increase
civilian watchstandi ng qualifications for surface warfare
personnel. This is due in March. WII that deadline be
met ?

M. Spencer: That deadline wll be net.

Senat or Wcker: And section 335 requires a review of
Navy surface ship inspections and visits to identify
unnecessary requirenments. This is due in August. WII that
deadl i ne be net?

M. Spencer: That will be net in January of 2019. The
initial reviews are conpl ete.

Senat or Wcker: And actually, M. Pendleton, | hope
you are expecting two questions in this regard. Are you
prepared to tal k about section 5147?

M. Pendleton: 1Is that the one about surface warfare
audits, sir?

Senator Wcker: It requires a Governnent
Accountability Ofice study of surface warfare career paths.
This is due in March.

M. Pendleton: Yes. W have it underway. W wll see
you i n March.

Senat or Wcker: Ckay.
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And can you give us observations or conments on the
updates provided by the Secretary, as well as your
under st andi ng of the inplenment of GAO s rel ated
reconmendat i ons?

M. Pendleton: | amnot sure | quite understand what
you are |l ooking for there. W have not done a |ot of work
on the surface warfare officer nmandate yet. W are getting
started. And in the back of ny prepared statenent, we
detail the 45 rel ated recommendati ons we nmade over the | ast
3 years and the status of them And so we keep track of
that very cl osely.

One thing | would like to nention, M. Chairman, is the
question cane up earlier about gray zone conflict and domain
readiness, and | feel like |I should rem nd everyone --

Senator Wcker: Wth regard to Senator Shaheen’s --

M. Pendl eton: Yes, Senator Shaheen’s question

W were required in |last year’s NDAA to | ook at
readi ness through a donmain lens, air, ground, sea, space and
cyber. W have al so done that work. So in the spring, we
hope to have sone assessnent of how the departnment is doing
i n assessing readi ness across all those domains as well.

Senator Wcker: Thank you very nuch. And | tell you
what we are going to do, M. Pendleton. | amgoing to | ook
over your prepared statenent and see if | need to follow up

on any questions for the record.
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Does anyone el se wish to ask questions? Senator
Hi r ono?

Senator H rono: Very briefly.

M. Secretary, you have been inpressively prepared to
respond to the chairman’s questions. Thank you very nuch.

Wth regard to our shipyards, could you provide to this
commttee a list of what specifically is being done at the
four public shipyards to inplenent the shipyard
infrastructure optim zation plan?

M. Spencer: | will followup with you on that, yes.

Senat or Hi rono: Thank you.

One nore thing. | had nentioned in ny opening remnarks
that I was interested in preventing collisions at sea, the
sort of disasters that occurred. And one of the changes
that the Navy has di scussed was ensuring that ship or
squadron commanders can hi ghlight their concerns when hi gher
headquarters may try to deploy ships that are not trained
and ready.

And ny question to either you, M. Secretary or Adnmira
Moran, in particular, can you point to any exanple of a ship
not depl oying after being assigned to depl oy when training
or readi ness were not up to standards per the ship or
squadron conmmander’ s concerns?

Adm ral Mran: Senator, we have -- and | can send you

awitten followup with the |ist of those exanples. They
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come both ways, both from senior officers in the chain of
command who observe a ship not being ready to either go to
an exercise, deploy, get underway and where ships thensel ves
have conme forward through their chain of conmand sayi ng they
need additional tine to train and be certified for the --

Senator Hirono: | think that was an inportant change,
and | hope that M. Mran agrees with that, because we
cannot continue to have all these waivers for the readi ness
of these ships before they depl oy.

M. Pendleton: | went out to Japan, as | nmentioned in
nmy openi ng statenent, and what we saw was a ruch different
| ooki ng certification chart. For the ships that were
underway, |ess than 3 percent of the certifications were
expired, and they were managi ng those very, very cl osely.

The Navy has done this by pouring resources into what
is called the Afl oat Training Goup, and that neans that
fol ks are going out and working with the ship crews to nake
sure that they are trained and certified before they depl oy.
So that has been a significant change, at |east in Japan

Senator H rono: Thank you very much. | conmend the
Navy for doing those kinds of changes.

Thank you, M. Chairman

Senat or Wcker: Senator Kaine?

Senat or Kai ne: Thank you.

Secretary Spencer, one of the things | think we are all
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aware of is that the backlog of installation and
infrastructure maintenance is a sizeable one, and it is
probably going to be unrealistic to think that the Marines
and the Navy can M LCON their way out of this. So we wll
have to tackle it.

But one particular | was interested inis this. Wthin
the Navy, there has been, for a nunber of years, a Resilient
Energy Program O fice, REPO And REPO s goal -- | guess
m ssion -- has been to |leverage third party investnment to
i nprove installation readiness. M understanding is third
parties will make investnments on naval bases to either
i nprove the resiliency of the energy infrastructure or, on
occasions, investnents to do conservation and efficiency
i nvestnments, and then the third party shares if there is a
reduction in energy cost. The third party shares in that.
These are common arrangenents. | did sone when | was Mayor
of Ri chnond 20 years ago.

My understanding is that REPO projects have slowed to
almost a halt. And | wonder, is that the case? Wy is it
the case? And do you commt to finding paths forward to
make these kinds of investnments that can save the Navy noney
that could be used to address sone of the other installation
i ssues?

M. Spencer: Most definitely, Senator. | wll follow

up with you because the whole battle cry fromny office is
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if we can | everage private-public relationships in any way,
whether it be real estate devel opnent, whether it be energy
resiliency, we are to explore them

Senat or Kaine: Excellent. Well, I wll submt that as
a witten question for the record and | ook forward to your
response.

Thank you, M. Chair

Senat or Wcker: Any other questions?

[ No response.]

Senator Wcker: | want to thank our w tnesses for
their testinony today. It occurs to nme that we are
extraordinarily well represented by the nenbers of the pane
today, and I want to thank you.

The record will remain open for 1 week for other
questions nenbers may have.

If there is nothing else, this hearing is adjourned.

[ Wher eupon, at 11:26 a.m, the hearing was adjourned.]
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