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HEARI NG TO RECEI VE TESTI MONY ON THE
DEPARTMENT OF DEFENSE BUDGET PCOSTURE I N REVI EW OF THE
DEFENSE AUTHCORI ZATI ON REQUEST FOR FI SCAL YEAR 2020 AND THE

FUTURE YEARS DEFENSE PROGRAM

Thur sday, March 14, 2019

U S. Senate
Commi ttee on Arned Services

Washi ngt on, D.C.

The commttee net, pursuant to notice, at 9:31 a.m in
Room SD- G50, Dirksen Senate O fice Building, Hon. James M
I nhofe, chairman of the commttee, presiding.

Conmittee Menbers Present: Senators |Inhofe
[presiding], Wcker, Fischer, Cotton, Rounds, Ernst,
Sul l'i van, Perdue, Craner, MSally, Scott, Blackburn, Haw ey,
Reed, Shaheen, G librand, Blunenthal, Hirono, Kaine, King,

Hei nrich, Warren, Peters, Manchin, Duckworth, and Jones.
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OPENI NG STATEMENT OF HON. JAMES M | NHOFE, U. S
SENATOR FROM OKLAHOVA

Chai rman I nhofe: The neeting will cone to order

It's nice to have the -- Steve Turner, Northeastern
State, in the audi ence today to advise us along our Iline.

And we're very pleased to have the -- Patrick Shanahan,
the Acting Secretary of Defense; Ceneral Joseph Dunford, the
Chairman of the Joint Chiefs of Staff; and David Norquist.

And | have to say, David, | enjoyed our breakfast
together the other day. And | think -- some people think
it's pretty outrageous that we can actually have an audit.
I"'mglad that you're in charge of it.

M. Norquist: Thank you, sir.

Chai rman I nhofe: Thank the panel for their

di stingui shed service to the country.

And |"'m pleased to see that -- the Departnent of
Def ense budget request for 718.3 billion and the overal
nati onal defense request of 750 billion. This anmount is an

increase of less than 3 percent of real growth. You know,
we have a -- this manual represents the blueprint that we're
following right now This was the -- we had a hearing on
this. And | think, in all the years |I've been here, this is
the nost productive hearing that we've had, where we had
Denocrats and Republicans alike in -- comng into the -- to

an agreenment on what our needs are to try to performthis
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function. Well, one of the things that is in this book that
we all agreed to, and all the uniforns that came to our
hearings agreed with this, was to have an increase while

pul l'ing out of this period of time and rebuil di ng our
mlitary woul d be between 3- and a 5-percent increase over
inflation. WelIl, this 750 is actually |less than 3 percent
over inflation. So, | just want to rem nd people of that.
We didn't quite get to that point.

The top line is only part of the story. W nust ensure
that we are effectively and efficiently spending the noney.
And that's why I want to commend you, Secretary Norqui st,
for all of your hard work delivering an audit of the Defense
Departnent this year. [It's sonmething we haven't seen. And
that audit should help us identify areas that need nore
attention and hold peopl e accountable to spend the noney
nore properly.

Despite | eadership changes at the Departnent of
Defense, | believe the inplenentation of the Nationa
Def ense Strategy should continue, w thout pause. This is
the book that we're referring to, right here. And when
President Trunp canme to office, he inherited an Anerican
mlitary in crisis. Manwhile, China and Russia were
rapidly nodernizing their mlitaries and actually passing us
up in many areas.

Anerica's mlitary advantage has eroded in key
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war fighting areas, such as |ong-range ground-based fires,
cyber, space, electronic warfare, as well as air and missile
defense. The Commi ssion on the National Defense Strategy, a
bi parti san, independent comm ssion, stated, quote, "Put
bluntly, the U S mlitary could | ose the next state-versus-
state war that it fights,"” unquote. The conclusion of the
2018 National Defense Strategy states that we -- and |I'm
quoting again -- "need urgent change, at significant scale,
to address strategic conpetition with China and Russia."

| ook forward to hearing what the urgent changes are
and, our w tnesses, what they recormend. Even the best-
prepar ed budget request will be nmeaningless if we don't
reach a budget agreenent soon. The Comm ssion on the
Nati onal Defense Strategy also stated that there nust be --
anot her quote -- "There nmust be greater urgency and
seriousness in funding the national defense. Wthout
sufficient, sustained, and predictable funding, we'll
squander the progress the mlitary has nmade over the past 2
years." Inproved readi ness, increased procurenent, and
critical capabilities and investnent in future technol ogi es,
| see no bigger inperative than this, to reach a budget
agreenent imredi ately in order to fully fund defense and to
fully inplement the National Defense Strategy.

Senat or Reed.
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1 STATEMENT OF HON. JACK REED, U.S. SENATOR FROM RHODE
2 | SLAND

3 Senator Reed: Well, thank you very much, M. Chairnman.
4 And let ne join you in welcom ng the w tnesses,

5 Secretary Shanahan and General Dunford and Secretary

6 Nor qui st .
7 Bef ore we consider the details of the Defense
8 Departnent's budget request, |1'd |ike to address sone of the

9 broader fiscal challenges we face. Once again, we find

10 ourselves in a situation all too famliar, debating how best
11 to fund the governnment under the caps required by the Budget
12 Control Act of 2011, the BCA. There is bipartisan consensus
13 t hat enforcing budget discipline through the BCA and

14 sequestration is ineffective and shortsighted, and that the
15 BCA caps for fiscal year 2020 will deprive us of the

16 resources needed to sufficiently need -- neet the needs of
17 our Nati on.

18 Last year, because we had passed the Bipartisan Budget
19 Act of 2018, and we knew the permtted spendi ng paraneters,
20 and therefore, were able to mark up and pass the fiscal year
21 2019 defense authorization and appropriations bills before
22 Septenber 30th, this gave the mlitary the funding certainty
23 that it has | acked for many years. | believe Congress

24 shoul d pass anot her 2-year budget agreenment to provide

25 further relief fromthe caps and provide stability for
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budget planning. Wthout such an agreenent, we wll face
great difficulty in crafting a bipartisan authorization bil
and will be hard-pressed to provide the Defense Departnent
wi th another on-tine appropriation. Delay will likely |ead
to recurring continuing resolutions that disrupt planning
and, ironically, add cost and inhibit readi ness and

noder ni zation, and, to the Chairman's point, underm ne that

sense of certainty that is probably worth billions of
dollars in budget authority. So, | would urge that we do
t hat .

Today, we consider the fiscal year 2020 budget for the
Depart nent of Defense, which seeks $544.5 billion for the
base budget and $164.6 billion in overseas conti ngency
operations, OCO of which 97.9 billion is designated to pay
for base requirenents. In addition, there is another 9.2
billion requested for energency funding.

In its base budget request, the Defense Departnent
hi ghli ghts resources intended to prioritize prograns
targeted for the high-end fight agai nst near-peer
conpetitors and to operationalize the National Defense
Strategy, including investnents in the space and cyber
domai ns, |arger purchases of aircraft, ships, and munitions,
and i ncreased research-and-devel opment dollars for unmanned
systens, artificial intelligence, hypersonics, and directed

energy. The base budget request also supports the quality
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of Iife of our servicenenbers by sustaining famly support
initiatives and by authorizing a 3.1-percent pay raise, the
| argest in 10 years. However, it is clear that the base
budget request will not cover all the Defense Departnent's
requirements, so we've been presented with a particularly
egregi ous m suse of the OCO account. | acknow edge that
bot h Congress and ot her admi nistrations in the past have

i ncl uded el enents of base funding in OCO accounts, but

overl oading the OCO request with $97.9 billion worth of
activities that truly belong in the base budget just to
avoid the threshold of the BCA cap far exceeds any President
and cannot be justified.

Ironically, |last year, the President's Acting Chief of
Staff, N ck Mulvaney, called for a, in his words,
"transition away fromusing OCO as a ginmck to avoid the
sequestration caps,"” close quote, in his testinony before
Congress. And yet, this defense budget is a prine exanple
of such a use and undercuts the integrity of the entire
request.

I'"d al so highlight that Section 1524 of the FY18
Def ense Aut hori zation Act directed the Defense Departnent to
update the guidelines regarding the budget itens that may be
covered by OCO Neither OVB nor the Defense Departnent have
updated these guidelines. | hope our witnesses shed sone

light on when this will be done and what the details are of
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this OCO for-base request.

| al so have serious concerns with the $9.2 billion
requested in energency funding for unspecified mlitary
construction projects. Three-point-six billion of that
total is intended to replenish funds that nmay be diverted
frommlitary construction projects that Congress already
aut hori zed and appropriated to build a wall on the southern
border. Even if this funding is replenished, these projects
coul d be del ayed or even canceled. | would also like to
note that Congress has not yet been given the |ist of
proj ects whose funding may be diverted, and I'minterested

if the witnesses can provide sone information on that |ist.

Moreover, we've |earned that an additional $3.6 billion
of enmergency funding in Defense Departnent's budget will be
used to build nore of the wall, projects that have not been

identified in any way and arguably have zero mlitary
utility. Miuch of our witnesses' testinony today describes
the $750 billion in investnent needed to fulfill the
Nat i onal Defense Strategy, but the National Defense Strategy
Comm ssion, as the Chairman cites is authoritative in their
comments, noted that conprehensive challenges will require
whol e- of - gover nment and even whol e-of - Nati on cooperati on,
extendi ng far beyond DOD. Diplomatic statecraft and ot her
nonmlitary tools will be critical. So wll| adequate

support for funding for those el ements of American power.
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1 Wth the State Departnent and other agencies facing drastic
2 cuts in this budget request, I'minteresting to know if the
3 Def ense Departnment will truly be able to realize the

4 Nat i onal Defense Strategy.

5 It is a duty of this commttee to ensure the nen and

6 wonren we send into harmls way have the resources necessary
7 to conplete their mssion and return hone safely. But,

8 firmy believe, if the Senate decides to nodify the budget
9 caps for FY20, we nmust do so in a manner that continues to
10 provide sufficient funding for both defense and nondef ense,
11 as we have done every other tine we've adjusted the caps.
12 |"mproud that this conmttee has al ways worked in a
13 bi parti san fashion during this process. | look forward to
14 working with all the coonmttees to cone to a reasonabl e

15 agreenment again this year

16 Thank you, M. Chairman

17 Chai rman | nhofe: Thank you, Senator Reed.

18 We' || now have opening statenents by both the Secretary
19 and CGeneral Dunford. And we would -- your entire statenent
20 will be nade a part of the record, but, if you can hold it
21 down to around 5 mnutes -- we have a full house today, and

22 we want to get to questions by all of our nenbers on both
23 si des.
24 So, we'll start with you, Secretary Shanahan

25
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STATEMENT OF HON. PATRI CK M SHANAHAN, ACTI NG
SECRETARY OF DEFENSE; ACCOMPANI ED BY HON. DAVI D L. NORQUI ST,
UNDER SECRETARY OF DEFENSE ( COMPTRCOLLER)

M . Shanahan: Thank you, Chairman | nhofe and Ranki ng
Menber Reed, distinguished nenbers of the commttee. Thank
you for this opportunity to testify in support of the
President's budget request for fiscal year 2020.

I'"'mjoined by Chairman of the Joint Chiefs of Staff,
General Joseph Dunford, and the Departnment's Conptroller and
Chief Financial Oficer, M. David Norquist.

During ny tine at the Departnment of Defense, |'ve
engaged i n substantive discussions with many of you. |In our
conversations, there has been an enduring constant. That
is, the bipartisan nature of defense, proved by the
sust ai ned fundi ng i ncreases Congress has provi ded, the |ast
2 years. On behalf of our mlitary's selfless patriots,

t hank you.

It has been a great privilege and honor to serve
al ongsi de the nmen and wonen of the Departnent of Defense,
and it is -- it was a pleasure to work with Secretary Mattis
to craft the 2018 National Defense Strategy. Released in
January of 2018, that strategy laid the foundation for
restoring mlitary readi ness and noderni zing our joint force
for an era of great-power conpetition

| now oversee the continued execution of our strategy,
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which is the undi sputed driver of today's budget request.

It was extrenely hel pful for the Departnment to receive the
aut hori zati on and appropriation bills on tine and at the
requested top line last year. That is equally inportant
this year, as our conpetitors have not been conpl acent.

Chi na' s defense spendi ng approaches that of the United

St ates when we take into account purchasing power and the
portion of our budget going to mlitary pay and benefits.
That, coupled with China's organi zed approach to stea
foreign technol ogy, has allowed China to nodernize its

m ssile, space, and cyber capabilities, as well as project
power far beyond its borders. Russia, for its part,
continues to conpete asymmetrically with the United States,
noder ni zi ng and developing its own mssile, space, and cyber
capabilities. Sinultaneously, North Korea's nucl ear weapons
and mssiles remain a pressing concern. Ilran's mssile and
cyber threats and malign aggression across the M ddl e East
and beyond threaten U. S. national interests. And we know
what -- violent extrem st organizations |ike al-Qeda and

I SIS continue to fonent instability in vul nerabl e areas.

W have seen marked progress in our current operations
as we work by, with, and through an expansive network of
allies and partners across the globe. In Syria, the 79-
menber Defeat |1SIS Coalition has |iberated virtually all of

the territory ISIS once held. As the U S. drawdown
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continues, we will nmaintain a presence to prevent [SIS
resur gence.

As part of a whol e-of -governnent approach, we fully
support lraqgq's fight against terrorism and we continue to
enabl e the Iragi Security Forces' progress in securing
| i berated areas and thwarting 1SIS s attenpts to nount a
cl andesti ne i nsurgency.

I n Af ghani stan, U S. and coalition forces are training,
advi sing, and assisting Afghan forces to apply pressure on
the Taliban. W support the ongoing negotiations, the best
wi ndow for peace there in 40 years, and continue to styme
terrorist threats to our honel and.

Def eating al -Qaeda in the Arabian Peninsula and |ISIS
remains the top U.S. national security interest in Yenen
At the same tine, we fully support U N efforts to bring all
rel evant parties of the civil war to the negotiating table.
The $750-billion top line for national defense enables DOD
to maintain irregular warfare as a core conpetency, yet
prioritize nodernization and readi ness to conpete, deter
and win in any possible high-end fight of the future.

The budget is critical for continued execution of our
strategy, and reflects difficult but necessary choi ces that
align finite resources with our strategic priorities. To
hi ghl i ght some of those choices, this is the | argest

research, devel opnent, training, and eval uati on budget in 70
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years. The budget includes double-digit increases to our
i nvestnents in both space and cyber, nodernization of our
nuclear triad and m ssile defense capabilities, and our
| ar gest shi pbuil ding request in 20 years, when adjusted for
inflation. 1t also increases our total end strength by
roughly 7,700 servicenenbers and provides a 3. 1-percent pay
increase to our mlitary, the largest in a decade.

Now to the specifics. The top line slates $718 billion
for the Departnent of Defense. O that total, the budget
i ncl udes 545 billion for base funding and 164 billion for

t he overseas contingency operations. O the overseas

conti ngency operation funds, 66 billion will go to direct
war and enduring requirenents, and 98 billion will fund base
requirenments. To round out the nunbers, 9.2 billion wll

fund energency construction. That includes an estimted 2

billion to rebuild facilities damaged by Hurricanes Fl orence
and M chael; up to 3.6 billion to support mlitary
construction projects that will award in fiscal year 2020

instead of fiscal year 2019 so we can resource border
barrier projects under energency declaration this year; and
3.6 billion in case additional energency funding is needed
for the border. Mlitary construction on the border wll
not cone at the expense of our people, our readiness, or our
noderni zation. | caution that no adversary can be as

damaging to our mlitary readi ness as budget instability.
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W built this budget to inplenment the National Defense
Strategy, and | |l ook forward to working with you to ensure
predictability, on-tinme funding at our requested top line so
our mlitary can remain the nost |ethal, adaptable, and
resilient fighting force in the world.

| close with the words of WIIliam Jenni ngs Bryan etched
into the walls of our Capitol so we may never forget their
meani ng, "Qur government, conceived in freedom and purchased
wi th bl ood, can be preserved only by constant vigilance."

Senators, | appreciate the critical role Congress plays
to ensure our warfighters can succeed on the battlefields of
both today and tonorrow. And | thank our servicenenbers,
their famlies, and all those in the Departnment of Defense
for maintaining the constant vigilance as they stand al ways
ready to protect freedons.

[ The prepared statenent of M. Shanahan foll ows: ]
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1 Chai rman I nhofe: Thank you, Secretary Shanahan.

2 Gener al Dunf ord.
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STATEMENT OF GENERAL JOSEPH F. DUNFORD, JR., USMC,
CHAI RMAN OF THE JO NT CHI EFS OF STAFF

General Dunford: Chairman I nhofe, Ranking Menber Reed,
di stingui shed nenbers of the commttee, thank you for
opportunity to join Secretary Shanahan and Under Secretary
Nor qui st here today. It remains ny privilege to represent
your soldiers, sailors, airnmen, and narines.

Wil e much of the discussion this norning is going to
focus on the challenges we face, it's inportant | begin by
assuring you that your Arnmed Forces can deter a nucl ear
attack, defend the homel and, nmeet our alliance conmitnents,
and effectively respond, should deterrence fail. | believe
we have a conpetitive advantage agai nst any potenti al
adversary, defined as the ability to project power to fight
and win at the tine and place of our choosing.

But, as nenbers of this commttee know, 17 years of
conti nuous conbat and fiscal instability have affected our
readi ness and eroded our conpetitive advantage. As the
Secretary highlighted, China and Russia have capitalized on
our distraction and restraints by investing in capabilities
specifically designed to challenge our traditional sources
of strength. After careful study, the depl oyed capabilities
i ntended to contest our freedom of novenment across al
domai ns and di srupt our ability to project power. Wth the

hel p of Congress, starting in 2017, we began to restore our
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conmpetitive advantage. Recent budgets have allowed us to
bui | d readi ness and invest in new capabilities while neeting
our current operational commtnments. But, | think we all
know we can't reverse decades of erosion in just a few
years. This year's budget subm ssion would allow us to
continue restoring our conpetitive advantage by inproving
readi ness and devel oping capabilities to enhance the
lethality. 1t proposes investnments in advanced capabilities
across all domains -- sea, air, land, space, and cyberspace.
This year's budget al so sustains investnments in our nuclear
enterprise to ensure a safe, secure, and effective strategic
deterrent, the highest priority of the Departnent of

Def ense. We've al so taken steps to nore effectively enpl oy
the force we have today and build the force we have
tomorrow. We've inplenented fundanental changes in our

gl obal force managenent processes to prioritize and allocate
resources in accordance with the National Defense Strategy
whil e building readiness and the flexibility to respond to
unf oreseen contingencies. W've also refined our processes
for devel opi ng and designing our future force. A joint,
concept-driven, threat-informed approach, which | everages a
wi de body of analytic work, will allow us to deliberately
evaluate and prioritize warfighting requirenents. This also
enabl es us to pair energing technologies with innovative

operating concepts.
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In closing, I'd like thank the commttee for all you' ve
done to support our nmen and wonen in uniformand their
famlies. Together, we've honored our solemm obligation to
never send our sons and daughters into a fair fight. And,
wi th your continued support, we never wll.

[ The prepared statenent of General Dunford follows:]
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Chai rman I nhofe: Yeah. Thank you, Ceneral

What we're going to do is have a round of 5-mnute
questions. And we are very well attended this norning, so |
ask people to try to keep within their tine. | will do the
same t hing.

To kick it off, we tal ked about the -- our blueprint
that we're using. And I'd like to ask each witness a
question about this.

Secretary Shanahan, you said that the Departnent of
Def ense woul d realign the resources in the budget to
i npl ement this program Now, in order to do that, can you
qui ckly run over any of the prograns or systens or m ssions
t hat have been either reduced or accelerated to accommodate
this?

M. Shanahan: Thank you, M. Chairman. | would
highlight, in this year's budget, three mgjor structura
changes, in terns of being able to accelerate. The first is
space. The Space Force, itself, is intended to accelerate,
dramatically, our capabilities to defend. Second, m ssiles.
Probably the best characterization of that is our efforts on
hypersonics. And third, a significant investnent in cyber
capabilities. Wen we think about reductions, | think the
Arny is the best illustration of that in their nodernization
pl ans as they | ook to nake reductions across their portfolio

to, I'"lIl say, about 100 different prograns.
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Chai rman I nhofe: Okay. | appreciate that.

General Dunford, simlar question. The Nationa
Def ense Strategy Comm ssion |isted several capability gaps,
vis-a-vis China and Russia, such as |ong-range fires,
addi tional air defense units, and others that | nentioned in
ny over statenent. \Wich of these capabilities --
capability gaps do you think the 2020 budget addresses?

General Dunford: Chairman, thank you.

The budget actually addresses all the chall enges you
identified. And what | can assure is that the Nationa
Def ense Strategy really has been the basis for our
prioritization for capability devel opnent. So, we did
careful analysis of China and Russia, in particular, the
capabilities devel oped over the last few years to limt our
ability to operate freely in space, cyberspace, |and, sea,
and air. And the capabilities that we have identified in
this year's budget are really designed to allow us to
proj ect power when and where necessary to advance our
interests in that context of that energing threat for China
and Russi a.

Chairman Inhofe: Al right. | appreciate that.

Now, | am concerned about one other area. And neither
one of you is personally responsible for this, but 1'ma
little disturbed by the idea that we're going to be taking

the USS Truman out of the systemthat -- and | wonder how
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this is going to work in just our sheer nunbers. Now, we
have a | aw that says we have to maintain 11 carriers. And
we woul d also look at this and realize that 10 woul d equa
what's necessary to conduct a mgjor war. And how do we get
to the nunber we're supposed to have if we don't foll ow
through with the mdlife of the Truman? Now, recogni zing
that would take up to, | think, 2024. But, nonethel ess,
it's going to take longer if we start -- dependi ng upon the
mul tiple buy that we're tal king about, particularly of a
vehicle that still -- the elevator still doesn't work and
carry the ordinance.

So, what's your thought about that? How are we going
to, nunber one, conply with the |aw that we have -- in fact,
M. Norquist, this mght be a good question for you, because
you're into these issues, also -- and still not follow
through with our original plans with the Harry Truman?

Anybody.

M. Shanahan: Wiy don't | lead off?

First of all, | think the Truman deci sion represents
sonme of the strategic choices we've nmade in this year's
budget. It was a very difficult decision for us. Carriers
represent, now and in the future, critical force structure
for the Navy. The Truman decision was made in concert -- it
was an integrated decision with our two-carrier buy. Let ne

wal k t hrough the benefits of the decision and then potenti al
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off-ranps so that we don't find ourselves in a difficult
situation.

So, the first is that, with this decision of the two-
carrier buy and to not refuel the Truman, our lethality of
our carriers and capability increases with the new carriers.
The second is, until md-'20s, we maintain the | evel of 11
carriers. The third is -- and part of the cal culus here was
to maintain enploynment. In fact, with this decision, we
grow enploynent in the industrial base. W needed to nake
sure, not only that our shipyards naintained their
enpl oyment -- there's actually growh -- but also the supply
chain. And the last is that the funds that we freed up from
maki ng these decisions are invested in the future force.

The decision for two carriers saved $4 billion.

Chai rman | nhofe: Yeah.

M. Shanahan: Not refueling the Truman saves $3. 4
billion over the FYDP --

Chai rman | nhofe: Ckay. Yeah, we're going to run out
of time, and 1'mgoing to set the exanple of not allow ng us
to run out of tinme. But, | still amnot happy with the
results of that. And my nental nunbers don't agree with
that. And | think it's a very inportant thing. |
personal |y brought this up before Wcker gets here.

[ Laught er. ]

M . Shanahan: Yeah.
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Chai rman Inhofe: Al right.

Senat or Reed.

Senat or Reed: Thank you, M. Chairnan.

Thank you all, gentlenen, for your testinony.

M. Secretary, | -- on February 18th, you sent a letter
to Secretary Nielsen stating that you had, in your words,
"not yet decided whether the use of Section 2808 is
necessary." That would be the section under the energency
that woul d authorize access to MLCON funds. And you' ve
asked for information fromthe Secretary, to include a |ist
of proposed border construction projects that woul d i nprove
the -- again, your words -- "effectiveness and efficiency of
DOD personnel supporting these Custons and Border Patrol."
Have you received a response yet from Secretary Ni el sen?

M. Shanahan: No, | have not. | expect it this week.

Senator Reed: Again, | -- in the context of sonething
that is supposed to be an energency, this seens to be a
pretty casual sort of approach to the issue. But, beside
that, at this point, then, you don't know what projects DAS
i s requesting, and whether or not those projects would be
appropri ate under 2808.

M . Shanahan: Yeah, the projects we've received, or
the updates fromDHS to date, are on -- with regards to
their 2019 appropriations, they're for the expenditure of

forfeiture of Treasury funds and then needs as they --
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Senat or Reed: Those are all prograns that are
automatic. You' ve already put those -- do -- I"mtalking
about the 2808, which would require not only the energency
decl aration, but also a judgnent whether -- of their
mlitary utility.

And, M. Chairman -- General Dunford, you have the
obligation to advise the Secretary on the mlitary utility
of these projects with -- if they're being incorporated.
What criteria do you intend to use?

General Dunford: Thanks, Senator Reed.

The criteria | intend to use is, we'll look carefully
at the mssion that our soldiers, sailors, marines have been
assi gned, some -- and sone airnmen, as well. And we'll |ook
at how these projects support, directly, the m ssion of
t hose i ndi vi dual s.

Senat or Reed: Thank you. And the Secretary wll make
the ulti mate decision, but based upon your recomrendati on

General Dunford: Senator, |I'll be one of the inputs,
and 1'Il provide mlitary advice to the Secretary on the
rel ati onship between the resources, the projects, and the
m ssi on.

Senator Reed: |If it cones to pass, then, you'll have
to delay certain mlitary construction projects we've
aut hori zed and appropriated. Do you have a list of those

projects yet, M. Secretary?
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M. Shanahan: Senator, | don't have a final list of
those projects.

Senat or Reed: Well, obviously, | think it would be
inmportant to all of us to understand which projects would be
sacrificed, even in the short run. So, |I would encourage
you to get that |ist.

[ The information referred to foll ows:]

Senat or Reed: In the energency request, there's $3.6
billion for, essentially, backfilling those projects which
have al ready been authorized and appropriated, which is, |
t hi nk, an unusual way to fund military construction
projects. But, then there's an additional $3.6 billion
that's just been set aside for "the wall," conpeting with
other potential mlitary projects. That's energency
funding. Do you think that's appropriate?

M. Shanahan: |t was appropriate, given the planning,
when we were putting together, to provision for the next
year. And |I'll ask Secretary Norquist to comrent about how
we came up with the planning.

M. Norquist: Sure. One of the things we wanted to be
certain to do is to not disrupt future mlitary construction
projects. So, if 2808 extends, which it wll, into fisca
year '20, it just gets -- at least it's a 12 nonths. |If
it's longer, we don't want that to disrupt other projects.

So, we put in funding so that it would be avail abl e and not
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to be able to -- in order to be able to protect the other
mlitary construction projects.

Senat or Reed: But, essentially, what you're doing is
creating a -- appropriations dedicated, at this point, to
building a wall, which has not, | think, been authorized or
appropriated by the Congress. That 3.6 extra funding, you
know is going to the wall. It mght be a backfill or a --
or a circuitous way, but it's essentially for the wall. Is
that correct?

M. Norquist: Right. It's in the request. And

therefore, would need to be both authorized and appropri at ed

to --
Senat or Reed: Ckay. So --
M. Norquist: -- take effect. Absolutely, sir
Senat or Reed: So, that, in our process, we are
authorizing -- you're asking us literally to authorize

funding for the wall.

M. Norquist: Yeah

Senat or Reed: Thank you.

Just a quick question, because | want to follow the
Chairman's guidelines. You nentioned $2 billion in the
energency request for hurricane reconstruction. The Marine
Corps has indicated to ne, as late as yesterday, that it's
about $3.7 billion. Tyndall Air Force Base is -- $5

billion. So, it would seemto ne, if our -- you're trying
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to address the real needs of the Departnment of Defense,
that, instead of using 3.6 or $7 billion for the wall, that
could be used imedi ately for repairs at Canp Lejeune and
Tyndall Air Force Base.

M. Norquist: So, what you have is -- yes, there are
significant requirenents for both of those two bases. One
of the things we're looking at is, particularly, the
mlitary construction projects. The planning and design
| ead neans that sone of them can be executed in '20, so we
have 2 billion in for that, some of themwon't be able to be
executed till "21 or later. And so, we're trying to bal ance
that and address those. But, we're happy to work with you
on those requirenents.

Senator Reed: Respecting the Chairman, | --

Chai rman I nhofe: kay, thank you, Senator Reed.

Senat or Fi scher

Senat or Fi scher: Thank you, M. Chairman.

General Dunford, do you believe a "no first use" policy
i mproves our ability to deter conflict? And would it be
your best mlitary advice to adopt such a policy?

General Dunford: Well, thank you, Senator. | think
the current policy is one that conplicates an adversary's
deci si onmaki ng process, and | wouldn't recommend any change
to sinplify an adversary's deci sionnaking calculus. | also

can envi sion several circunstances where we woul d not want
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to renmove that option fromthe President in the future. And
| could certainly talk about that in a classified venue.

But, | absolutely believe the current policy is the right
policy.

Senat or Fi scher: Thank you

As you know, those who favor reducing the size of our
nucl ear forces, they often argue that a non-nucl ear
capability can be substituted for nuclear weapons w t hout
di m nishing our ability to credibly hold targets at ri sk,
deter adversaries, and assure our allies. A report released
| ast Septenber by the G obal Zero Group repeatedly nakes
this argunent and cl ai ns that cyberweapons, in particular,
can be substituted for nuclear weapons. Do you think cyber
operations, their effects and their ability to deter hostile
activity, is conparable to nuclear weapons, or are these
extrenely different capabilities? And is this idea of
direct substitution unw se?

CGeneral Dunford: Senator, | don't believe that cyber
capabilities can be substituted for nuclear capabilities.
And | think we need to be very careful to maintain a safe,
effective, and credible nuclear deterrent on its own.

W, as you know, have | ooked at this through nore than
three or four admnistrations in a row W' ve carefully
| ooked at, What does the Nation need to do what | descri bed

in my opening statenent as the nost inportant mission in the
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Departnent of Defense, and that is to deter a nuclear war?
And we' ve concluded that the current construct of a triad
with a robust nucl ear conmand-and-control capability is the
nost effective way to deter a nuclear war. And it is also
the nost effective way to raise the threshold for the use of
nucl ear weapons by any potential adversary.

Senat or Fischer: And you nentioned that, in order to
mai ntain that safe deterrent, we nust follow the advice of
all previous adm ni strations, both Republican and Denocr at,
all previous mlitary |leaders, that we maintain that triad?

General Dunford: Yes, Senator. And | have
participated in two Nucl ear Posture Reviews since |'ve been
in this assignnent and been exposed to the wi de body of
anal ytic work that was behind those two Nucl ear Posture
Reviews that canme to the very sanme conclusion in two
different admnistrations. And it's very consistent with
the mlitary advice that | provided on both occasions.

Senat or Fi scher: Thank you

Moving to a different topic. Late |ast year, Ceneral
you characterized the situation in Afghanistan as a
stalemate. In the time since, we've seen sone indications
that negotiations with the Taliban are show ng signs of
progress. Do you believe the South Asia Strategy is
wor ki ng? And what is your view of the current security

si tuation?
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General Dunford: ©Oh, thanks, Senator.

First, | think we're all cautiously optimstic that
there is, for the first tine, serious inroads nmade into
reconciliation. And Anbassador Zal Khalilzad just conpleted
a round of negotiations with the Taliban. He's back in
Washington, D.C. 1'll have an opportunity to speak to him
| ater today, and | think we'll see himtonorrow norning.
And we're encouraged. And | can tell you, on behalf of
Secretary Shanahan, everything that we are doing now in the
mlitary space, led by General MIller on the ground, is in
support of Anbassador Khalilzad's efforts.

| think, on the ground, by and |l arge, the genera
strategic situation has not changed, but General Ml er has
i ncorporated el enments of the strategy to increase the
pressure on Taliban | eadership. And we do believe that sone
of that pressure has been -- has contributed to the fact
that the Taliban are now at the peace table for the first
time since the war began.

Senat or Fischer: Wat conditions on the ground do you
beli eve are necessary if we're going to be able to see any
ki nd of progress in discussions that we have with the
Tal i ban? Can you be specific in this setting?

General Dunford: You know, first, to put pressure on
the Taliban, we need to continue to provide enabling

capability to the Afghan forces. That's been in the form of
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train, advise, and assist. W have the right |eaders at the
right place to assist the Afghans. And we're al so providing
conbat - enabl i ng capability -- aviation, intelligence,

| ogi stics support -- as well. And then, nost inportantly,

t hough, Senator, on the ground is a counterterrorism
capability, remenbering that the reason why we're in

Af ghani stan is to prevent attacks against the Anmerican
people in the honel and. And so, the conbination of support
for the Afghans to allow themto put pressure on the Taliban
al so creates the conditions for us to have an effective
counterterrorismpresence in South Asia to secure the

Ameri can peopl e.

Senat or Fischer: Thank you. | think it's inportant to
al ways consi der conditions on the ground and al ways keep in
m nd what our goal and m ssion is.

Thank you, sir.

Chai rman I nhofe: Thank you, Senator Fischer

Senat or Shanahan -- |I'msorry --

Senat or Shaheen: Shaheen.

Chai rman I nhofe: -- Shaheen

[ Laughter.]

Chai rman I nhofe: There we go.

Senat or Shaheen: Thank you, M. Chairman. | have been
on this conmttee for about 8 years now.

[ Laughter.]
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Chai rman I nhofe: That's right.
Senator Reed: His Irish --

Senat or Shaheen: Yeah, actually -- that's right. It's

Senator Reed: His Irish --

Senat or Shaheen: -- St. Patrick's Day is com ng up, SO
for that 1'll be "Shan."

Thank you, gentlenen, for being here.

Secretary Shanahan, | must say | was quite concerned
this nmorning when | read the New York Tines story that the
Depart nent of Defense is pushing back against the
Envi ronnmental Protection Agency, which is trying to set
t ougher standards for PFAS chemicals. And | will just show
you. The article was in the Tines, and the headline here
says, "Pentagon Pushes for Waker Standards on Chenicals
Contaminating Drinking Water." You and | first had a chance
to tal k about PFAS chem cals and how they're affecting the
former Pease Air Force Base in 2017. And | told you about
t he hundreds of people, children, who had been drinking
wat er, and those chem cal s now have shown up. And no one
knows what the long-termhealth inpacts of drinking that
water is.

There are 401 knowmn mlitary facilities in the United
States that the Pentagon has adnmtted have PFAS

contam nation. This conmttee worked, 2 years ago, to
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aut hori ze the first-ever health study on PFAS chem cal s.

And I"mjust -- I'"mvery concerned about the fact that the
Depart nent of Defense would be trying to reduce the standard
that the EPA is setting to try and ensure that drinking
water is safe, not just for the civilians around our
mlitary installations, for our nmenbers of the mlitary. |
must say, the Air Force has been very responsive at Pease
and Portsnouth. Under the previous Secretary, Deborah
Janmes, and the current Secretary, Heather WIson, they have
come up, they have put in renediation efforts. And | think
this health study that the -- has been started is going to
be critical in answering questions for people. But, | don't
under stand how you and the Departnent of Defense could be
trying to reduce the standards that affect drinking water
for literally mllions of people around the country.

M. Shanahan: Senator, |I'mnot famliar with the
article this norning. And you have ny assurance that ||
take a | ook at what the actual situation is, in terns of the
st andar ds.

What | amis accountable and responsible for the safety

and security of our nmen and wonmen. You have ny assurance

that we will continue to do that. | wll look into this
matter. | take these matters personally, very, very
seriously, just as we had tal ked before. | amthe advocate

to take care of those matters, so let ne take that for the
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the situation and what we're doing to take responsibility.
[ The information referred to foll ows:]
Senat or Shaheen: Well, | appreciate that. Can you
confirmor deny whether DOD has urged a | owering of the

standard that the EPA is trying to put in place?

M. Shanahan: | can't speak to that specific. | wll,
very quickly, find -- get an answer back to you.
Senat or Shaheen: | appreciate that. | think that's

sonething that is inportant for the entire commttee to
know, because, as you know, installations across the country
are affected, and a | ot of people's -- and we don't yet

real ly know what the long-termhealth inpacts are. So,
getting those answers is very inportant.

Can | ask -- and I'"'mnot sure who, quite, to direct
this question to, but, General Dunford, you said that you
were going to be weighing in on any projects that were put
on a list -- any MLCON projects put on the list to consider
del ayi ng because of the President's effort to put nore noney
into a border wall. Can you tell ne what objective criteria
that you' re looking at in trying to cone up with those
proj ects?

General Dunford: Senator, the Secretary will get
i nputs on the inpact of the projects fromthe service

secretaries and the service chiefs. Wiat | will dois talk
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about the appropriateness of those projects and how t hey
relate to the performance of our mi ssion along the border so
the Secretary will get a wide variety of inputs. And each
of the service secretaries, | know, will share their
assessnment of those inpact of those projects to the
Secretary.

Senat or Shaheen: But, a nunber of those projects would
not affect the border, would they?

General Dunford: No --

Senat or Shaheen: | nean, we have a -- M LCON projects
at the Portsmouth Naval Shipyard that are very inportant, |
think, to our national security, that don't affect the
border directly.

CGeneral Dunford: Yeah, sorry, Senator, if | conflated

two issues. There is the list of projects, and then the

service -- that may be used to free noney up for projects
al ong the border -- the service secretaries and the service
chiefs will provide input to the Secretary on the inpact of

those projects to the services and, as you point out, bases
and installations, maybe, where those projects woul d have
been executed. What | will do, when the decision is nmade to
support the border with infrastructure, is assess the

rel ationship of that infrastructure to the DOD m ssion
There's two separate processes that affect --

Senat or Shaheen: Thank you
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General Dunford: -- infrastructure and projects.

Senat or Shaheen: Thank you

Chai rman I nhofe: Thank you, Senator Shaheen

Senat or Cotton.

Senat or Cotton: General Dunford, how many troops,
roughly, do we have on the border today?

General Dunford: Senator, we have approximtely 4,000
ina Title 10 status, and we have approxinmately 2,000 in a
Title 32 status.

Senator Cotton: How many do we have in the DMZ on the
Kor ean Peni nsul a?

General Dunford: W have a total of 28,500 in Korea.

Senator Cotton: And they're all pretty close to the
DVZ, but we have a lot that are right up on the DMZ, too,
correct?

General Dunford: W do, Senator

Senat or Cotton: How nmany do we have today in the
Baltics and the Poland -- and Pol and, nations that border
Russi a?

General Dunford: W have several hundred. And then
of course, in Poland we have a constant rotational presence
that can be up in the thousands. W have brigade conbat
teans that rotate into Poland for training. | was there
visiting themin Decenber, and, at that point, we had

probably about 3,000 forces inside of Poland at that tine.
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Senator Cotton: Ckay. So, we have |lots of troops
around the world on other countries' borders. Does it cause
you any disqui et that we have troops on our own border?

CGeneral Dunford: |t does not cause ne disquiet that we
have troops on the border, Senator.

Senator Cotton: Thank you.

Let's turn to the budget. The budget has a very | arge
request for the overseas contingency fund, 174 billion. |
think that's probably about a hundred-billion nore now than
what we've spent this year. That, obviously, is a big patch
totry to get around the Budget Control Act of 2011
There's a | ot of people on Capitol H Il who are not going to
like that. But, let's think about it, first, froma
mlitary standpoint.

General Dunford, what does it nean for nodernization if
the opposition to such a | arge overseas contingency fund
results in a 1-year continuing resolution?

General Dunford: Well, Senator, ny understanding this
year woul d be that we woul d not have a conti nuing
resolution, that we would go back to BCA levels. And |I'm
not given to hyperbole --

Senator Cotton: So, let's say it's a continuing
resolution that suspends the BCA | evels. So, because of the
di spute over the overseas contingencies fund, the Congress

can't reach a budget-cap agreenent, and therefore, we have
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to have a 1l-year continuing resolution that suspends the
caps.

General Dunford: Yeah, one of the chall enges that
we' ve had, Senator, over the last few years is, the fact
that we have not had a budget -- last year, we did, but the
fact that we have routinely not had a budget at the
begi nning of the year has del ayed newstarts, and it's been
incredibly inefficient in howw prioritize and allocate
resources throughout the year. And the three adjectives |
use -- and | think they're all inportant -- is, predictable,
sust ai ned, and adequate |levels of funding. And if we had
the entire fiscal year, we can be the good stewards that you
shoul d hol d us accountable for being.

Senator Cotton: And, Secretary Shanahan, is a dollar
of spending in the overseas contingency fund equal to a
dol l ar of spending in the base budget?

M . Shanahan: Senator, yes, it is.

Senator Cotton: Could you el aborate on that a little
bit nore?

M. Shanahan: When | think about the top |line and how
we built the top line, it was a requirenments-built budget.
So, every dollar in the budget is based off a derived
requirement. So, how we package the noney doesn't change
how we built the budget. So, the color is indifferent to

what it is we would put the noney towards.
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Senator Cotton: |If the Congress could reach a budget-
cap deal, though, and have that noney in the base budget,
woul d that be better off for the Departnment of Defense?

M . Shanahan: Be nuch better off.

Senat or Cotton: Can you explain why that woul d be
better off?

M. Shanahan: Well, for a nunmber of reasons. | think
the -- and 1'll ask David to comment on this, but it's in
the out years. Wen the base budget gives us the
predictability and the stability the Chairman just spoke to,
that not only gives us, internally, the stability to do our
pl anni ng, but also our partners in the industrial base,
their investnent and their planning and their sizing, they
have confidence that that continuity of noney will continue.
It --

Senator Cotton: Yeah, if we could -- that's probably a
good question for the Conptroller. Could you just explain
the efficiency of spending a dollar in the base budget
versus a dollar in the OCO budget, especially in the out
years?

M. Norquist: So, in the regular year, they follow the
sane congressional oversight, they get spent the sane way.
It's a presentation difference. And, to be clear to the
menbers, we have presented the budget so that that which has

historically been OCOis distinctly presented fromthe OCO
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for base, because we want to understand -- to be able to do
anal ysis, you need to be able to conparison. But, when you
go to the out years, what people ook at is, Wiat nunbers
can we expect in the out years? It is easier to project,
and we have done that in the past. And you'll see, in sone
of our presentations, a different base-and-OCO m x in the
out years when you get to the point where all that is OCOis
the contingency versus the OCO for base and others. But,
it's a-- it helps with planning.

Senator Cotton: Yeah. | say the reason we're in this
bind is a | aw agai nst which | have inveighed for nany years,
the 2011 Budget Control Act. | hope that we can get
anot her, and final, 2-year cap deal. | do worry, though,
that we may be heading in the direction of a full-year
continuing resolution. And | would hate to see that for al
our nmen and wonen in uniformout on the front |ines.

Thank you, gentl enen.

Chai rman | nhofe: Thank you, Senator Cotton

Senat or Hirono.

Senator Hirono: | thought Senator Bl unmenthal was here
before me, so I'Il --

Chai rman I nhofe: Senator --

Senator Hrono: -- defer to himfirst.

Chai rman | nhofe: Okay.

Senat or Bl unent hal

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

41

Senat or Bl unenthal: Thank you, M. Chairnman

Senat or Reed: Take the ball and run

Chai rman | nhofe: Go.

Senat or Bl unenthal: Good norning, gentlenen. And
t hank you very much for your service. Appreciate your being
here, and your candid and forthright answers.

President Trunp's budget has been criticized in many
ways. And, in nmy view, it gets a lot wong, but it got very
right the comnmtnment to undersea warfare and building three
submari nes, Virginia-class attack subnmarines, a year in
fiscal year 2020. And | want to thank you and your entire
teamfor their commtnent to that issue of paranount
i nportance to our future Navy and our national defense. It
is an area where we have an asymetri c advantage that mnust
be preserved. There are others that are al so inportant,
cyber and air superiority and space, for all the reasons
that you know. But, | just want to highlight that area.

| want to ask a question that is unrelated to the
def ense budget, but is very nmuch on the m nds of many of us,
relating to the Boeing 737 MAX 8. | knowit's not a topic
of interest today before this proceeding, but it is a topic
of interest to work that you' ve done in the past. And |'d
li ke to know whet her you have spoken about the Boeing 737
MAX 8 to anyone in the adm nistration, in the Departnent of

Transportation, or in the Wite House.
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M. Shanahan: Senator, |'ve not spoken to anyone
regardi ng the 737 MAX

Senat or Bl unenthal: Have you been briefed at all on
any of the problens relating to it?

M. Shanahan: No, sir, | have not.

Senat or Blunenthal: Let ne ask you, Are you in favor
of an investigation that would | ook into why these defects
that caused crashes were not known earlier or were not acted
upon earlier?

M. Shanahan: Senator, | firmy believe we should | et
the regul ators investigate the incidents. And | would just
say, ny heart goes out, and ny condol ences, to the famlies
and the enpl oyees involved in the Lion Air incident and the
Et hi opian Airline incident.

Senat or Bl unenthal: The i ndependent watchdog, Citizens
for Responsibility and Ethics in Washington, recently asked
t he Departnent of Defense Inspector General to investigate
whet her you have broken any ethics rules by pronoting Boei ng
whil e you served as Deputy Secretary of Defense. Do you
support such an investigation?

M. Shanahan: Yes, | do.

Senator Blunenthal: And | wel come your support for
that investigation.

O her governnent watchdog groups have | ooked at records

indicating that the Departnment of Defense spent al nost
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$140, 000 at Trunp-branded properties in the first 8 nonths
of the Trunp presidency. Mre than a third of those
paynments were nmade at Mar-a-Lago. Sone of the paynents
over |l apped with presidential trips, but others do not. And
all the paynents -- you may be famliar with the enol unents
| awsuit that | and other Menbers of Congress have brought --
woul d vi ol ate that domestic enolunents clause, potentially,
whi ch prevents the President fromreceiving noney fromthe
Federal Governnent, or any other paynments and benefits,

Wi t hout consent of Congress. Are you aware of those

expendi tures by the Departnent of Defense?

M. Shanahan: No, |I'mnot, but 1'll ask Secretary
Nor qui st .

M. Norquist: |'mnot aware of those.

Senat or Blunenthal: Could you give us, in witing, a

-- an accounting of those expenditures by the Departnent of
Def ense at Trunp-branded properties?

M. Norquist: 1'lIl take that for the record, Senator.

[ The information referred to foll ows:]

Senator Bl unment hal: Thank you.

As the Acting Secretary of the Departnent of Defense, |
have been al arned by reports that indicate a pattern of
retaliation agai nst some of the Pentagon reporters, and
restricted press access to sone of the top DOD officials.

Are you aware of those restrictions? And do you think
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M. Shanahan: |'mnot aware of any restrictions. In
fact, | think there's probably, since |I've assuned these
responsibilities, much nore interaction and engagenent wth
t he press.

Senator Blunmenthal: Well, if you could -- since ny
time is expired, if you could | et ne know of any
restrictions that have been inposed?

M . Shanahan: Yeah.

Senat or Blunenthal: For the record, if you would take
t hat questi on.

Thank you.

M . Shanahan: Absol utely.

[ The information referred to foll ows:]

Chai rman I nhofe: Thank you, Senator Bl unment hal

Senat or Sul livan.

Senator Sullivan: Thank you, M. President -- or,

t hank you, M. Chairnman.

[ Laughter.]

Senator Sullivan: A lot of Irish m stakes going on
here this norning.

[ Laught er. ]

Senator Sullivan: Maybe we're getting close to St
Patrick's Day or sonething.

| want to thank you, all you gentlenen, for your
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servi ce.

Under Secretary Norquist, | know Senator Perdue's going
to ask a |l ot about the audit, but | think that was really
good work that you were doing.

And, General Dunford, | just want to thank you. You
know, | know that there has been an announcenent of a new
Chai rman, but certainly we view you as the Chairman who's
done an exceptional job, not just as Chairman, but in your
entire career. | know you've got a |lot of work to do left,
but | do want to do a shout-out to your exceptional service
to our Nation.

M. Secretary, | want to ask a couple of questions that
relate to the President's recent visit to Al aska. He was
there, com ng back fromMNorth Korea. Billy Mtchell, who's
the father of a U S. Air Force, in a congressional hearing
simlar to this right before Wrld War 11, called Al aska
"the nost strategic place in the world." The President Kkind
of echoed Billy Mtchell's comments when he was in Al aska
visiting with our troops. He said, "Since the second Wrld
War, our intrepid servicenenbers in Al aska have proudly
stood as the top cover for North Anerica. You are a
powerful warning to the world to never strike Anerican soil
You are a warning that everybody knows about and nobody
wants to mess with." He went on to say -- he was at JBER --

"Next year, the 11th Air Force, headquartered right here at
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JBER, will receive the first of 54 brand-new F-35 fighters.
You are getting very special planes, and you're getting a
lot of them That'll make Al aska the honme to very 100
fifth-gen fighters. Noplace on the planet Earth will have
that much conbat fighter power. And it's because of our
strategic location."

The President then went on to tal k about Al aska's
critical role in mssile defense, "W are al so depl oyi ng
nore than 20 ground-based interceptors at Fort Geely, which
will further strengthen our mssile defense system So
important. Qur mssile defense systemis being rebuilt very
substantially, and we're going to have the | atest and
greatest here very soon." So, that was the President, 2
weeks ago, in Al aska.

So, do you agree with these statenents by the
President, M. Secretary?

M. Shanahan: Senator, | do.

Senator Sullivan: You called North Korea a pressing
concern. Like the President indicated by his remarks, do
you believe that the rapid depl oynent of advanced mssile
defense for Anerica is critical to our readi ness, defending
fromNorth Korea mssile attacks?

M. Shanahan: Extrenely critical.

Senator Sullivan: How about the rapid depl oynment of

100 fifth-gen fighters that can be defending our troops in
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1 Korea, because of Alaska's strategic location, within 5

2 hour s?

3 M . Shanahan: Depl oynent and sustai nment of themis
4 vi tal

5 Senator Sullivan: Thank you.

6 Let nme ask, on the issue of allies, Do you agree that

7 Chi na and Russia have been trying for years to split us from
8 our traditional allies? NATO Japan, Korea. Hasn't that
9 been a strategic goal of them-- of those countries?
10 M. Shanahan: Well, China, in particular, but we see
11 this constantly with Russia and NATO particularly in the
12 Bal kans. |1'd ask the Chairman, maybe, to comment on the
13 recent activity in the Bal kans.
14 Senator Sullivan: Well, let me just --
15 General Dunford, do you see that as a strategic goal of
16 the Chinese and the Russians, to split us fromour allies?
17 General Dunford: It's a -- it's been a very consistent
18 pattern of behavior to split us fromour allies. And, nore
19 specifically, to create doubt, in the m nds of our allies,
20 that we can neet our alliance conm tnents.
21 Senator Sullivan: So, | appreciate what the
22 President's been trying to do, particularly get our NATO
23 allies to 2 percent, but there have been press reports about
24 a cost-pl us-50-percent approach. M. Secretary, do you know

25 how much the Koreans paid for the new Canp Hunphreys on the
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Kor ean Peni nsul a?

M. Shanahan: | do. Slightly less than a billion
dol | ars.

Senator Sullivan: So, they paid 9.8 billion out of a
new facility cost, 10.8 billion. 1Isn't that correct?

M. Shanahan: Yes.

Senator Sullivan: N nety-three percent of a U S. Arny
base.

M . Shanahan: Right.

Senator Sullivan: Have you been to Canp Hunphreys?

M. Shanahan: No, | haven't.

Senator Sullivan: You should go there. |It's an
outstanding facility.

"' msure you' ve been, GCeneral.

General Dunford: | have, Senator.

Senator Sullivan: So, 93 percent, U S. Arny base on

Korean soil, paid for the Koreans. Do we really think --
and maybe those statenents -- nmaybe the press reports aren't
true -- cost-plus-50 -- are we driving our allies away from

us in the way that Putin and Xi Jinping are probably
cheering right now?

M . Shanahan: Yeah, Senator, we don't do cost-plus-50
percent .

Senator Sullivan: So, those reports in the press, al

over the press --
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M . Shanahan: They're --

Senator Sullivan: -- are incorrect?

M. Shanahan: They're erroneous. W're not going to
run a business and we're not going to run a charity. The
i mportant part is that we've -- people pay their fair share.
And paynent cones in lots of different forms. Could be
contributions, |like in Afghanistan. But, at the end of the
day, people need to carry their fair share. And not
everyone can contribute. But, it is not about cost-plus-50
percent .

Senat or Sullivan: Thank you.

Thank you, M. Chairman

Chai rman | nhofe: Thank you, Senator Sullivan.

Senat or Hirono.

Senat or H rono: Thank you, M. Chairnman

Secretary Shanahan, the recently released Mssile
Def ense Review directed a study on operationalizing the
Aegis Ashore site of the Pacific Mssile Range Facility,
PMRF, on Kauai. You and | discussed this. W -- 1 have
sone significant concerns about what operationalizing the
site would do to PMR s ability to neet its testing m ssion
which | assune you agree is inportant. You can --

M . Shanahan: Yeah. No, absolutely, Senator. And --

Senat or Hi rono: Thank you.

M . Shanahan: The --
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Senator Hrono: |[|'ll get to the question.

M . Shanahan: Al right.

Senator Hrono: -- as well as the inpact of renoving
that testing capacity fromPMRF. So, briefly, could you
tell us how operationalizing the Aegis Ashore site in Kaua
woul d add to our ability to defend Hawaii from mssile
threats, especially as the major mssile threat to Hawaii
woul d be an I1CBM and the Aegis Ashore is not set up to
counter | CBMs?

M . Shanahan: M understanding of the request in the
MOR is that it's a study to assess taking the test assets
and operationalizing them And, as you well point out, the
ground- based m dcourse defense systemthat is resident in
Al aska defends Hawaii. | believe that the study will | ook
at what are other threats that nay be posed to Hawaii, and
how there m ght be a | ayered defense. But, as you pointed
out, the test range there is vital capability and capacity
for devel oping our m ssile defense systens.

Senator Hrono: So, | want to nake sure that ny
concerns are in the record. For Secretary Shanahan and
General Dunford, 2 weeks ago before this conmttee, Cenera
O Shaughnessy, the North -- Northern Conmand Conmander,
testified that the current situation at our southern border
is, to quote him "not a mlitary threat.” Do you agree,

Secretary Shanahan, that the situation on the southern
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border is not a mlitary threat?

M . Shanahan: Senator, you're referring to Genera
O Shaughnessy's testinony?

Senat or Hi rono: Yes.

M . Shanahan: Yeah. Wsat | recall fromhis testinony
is, he said that it is not a mlitary threat. He said
border security is national security.

Senator Hrono: | understand that. But, he said
specifically that the -- it's not a mlitary threat. |1'm
aski ng you whet her you agree with himthat --

M. Shanahan: | --

Senator Hrono: ~-- it's not a mlitary threat.

M. Shanahan: | agree with him

Senator H rono: GCeneral Dunford?

General Dunford: | agree. |It's a security challenge,
not a mlitary threat.

Senator Hrono: So, you testified, Secretary -- M.
Secretary, that there are 6,000 troops currently depl oyed at
our southern border. Can you tell us how |l ong they're going

to be there?

M . Shanahan: The -- 1'd say 30 or 40 percent of them
will be departing in the next nonth or so when they conplete
some of their work. And | believe we'll probably draw down

to between 3- and 4, 000.

Senator Hrono: |Is this sonething that the President
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is indicating to you, or can he say that, "I want you all to
remain at the border"?

M. Shanahan: No, this was part of the tasking from
the Departnent of Honel and Security. And, based on their
request to us --

Senator H rono: Fromthe President.

M . Shanahan: Fromthe Departnent.

Senat or Hi rono: Yes.

Let ne get on to a matter that is of great concern to
sone -- to a lot of us, actually. Secretary Shanahan, in
your response to Senator |nhofe's question about refueling
the Truman, you stated that growi ng the workforce in the
shipyard is a priority, and the nove to not refuel the
Truman woul d save 3.4 billion over 5 years. And how does
canceling 3 years of shipyard work grow the workforce there?

M. Shanahan: Yeah. The workforce -- when we | ook at
what is in the shipyard, so the conbination of subnmarines,
new carriers, and then maintenance, all that is done in the
sanme shi pyards, and that workforce noves fromproject to
project. So, when we | ook at the total enploynent, the
actual total enploynent goes up over the period of time in
which we're building the two carriers.

Senator Hrono: Frankly, as | talk with sone of the
people fromthe shipyards, I'mnot so sure that that is the

case. And it'll cost about 3.4 billion to refuel the
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Truman, which, by the way, by not refueling, we're only
getting about 50 percent of the Truman's service life. So,
at the sane time, there's 3.6 billion in the energency fund
whi ch you acknowl edge is going to be set aside -- you want
us to authorize setting that aside for the wall. So,
doesn't it make sense -- maybe | should ask this of CGenera
Dunford -- that we should use the noney fromthe emergency
funding that you're requesting us to set aside for the wall
for sonething -- i.e., the refueling of the Truman -- that
actually fits with the NDS and that your conbatant
commander s want ?

General Dunford, would you |ike to respond?

General Dunford: Senator, | would. And I'mnot trying
to be evasive, but | think nmy responsibility is to identify
for the Secretary the priorities within our top line, not to
identify what the top line is, and not to identify how the
noney within the total top |ine ought to be all ocated.

Senator Hrono: Well, I would say probably if you al
had your druthers, if you could get some noney to refuel the
Truman, you would do so, wouldn't you?

General Dunford: Again, if |I look at it through the
mlitary dinmension alone, that would be true, but | have to
acknowl edge that the Secretary and the President have
broader responsibilities than | do.

Senator Hrono: Yes, like building a vanity wall.
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Chai rman I nhofe: Ckay. Senator Perdue.

Senat or Perdue: Thank you, M. Chair.

And thank you, gentlenen, for being with us today.

M. Secretary Shanahan, in 1990, Congress passed a | aw
that required the adm nistration to produce an audit of the
Departnent of Defense. | want to give you guys kudos for
produci ng the first-ever audit of the Departnent of Defense
| ast year, in Novenber. Thank you for that. Can you give
us an update on that? Gve us a little idea of what the
Departnent is learning fromthat audit. | know we don't
have a clean audit yet. Secretary Norquist nay want to
comment on that. But, I'd |ike to get a brief update about
what we're | earning, what kind of opportunities we have for
efficiencies and a better use of capital in the mlitary.

M . Shanahan: Thank you, Senat or.

First of all, the audit was to |look at $2.7 trillion
worth of assets. So, this was the |argest audit ever
conducted, probably in the history of mankind. W were
asked, Wuld we ever do this? Because it had never been
done. W made the commtnent to this conmttee that it
woul d be acconplished. W always knew that there would be
di scoveries. But, audits really aren't about doing the
audits, it's finding the problens, as you've pointed out.

And we specifically focused on identifying certain problens
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that are vital to operating the Departnent. Some of them
are financial in benefit, as you described, efficiencies,
but others are identifying cyber shortfalls. So, we used
the audit to find efficiencies, vulnerabilities from cyber,
as well as where there is nonconpliance.

The best part of the audit is, we've identified those
items, and now we're incorporating all the corrective
actions, we're building the nuscle novenent and the habits
to continuously close those -- address those findings and
make ourselves better.

Dave, would you like to talk about the efficiencies?

M. Norquist: Sure. So, |I think one of the things you
point is, before we started the audit, there was sort of two
potential m sconceptions. One is, it was going to be a
paperwork exercise, and we'd learn nothing. O the other
is, we'd open the floors and di scover pots of gold hidden
underneath. And, of course, part of the value of getting
through is, you nove past those to discover the tangible
value. And let ne just give a couple of specific exanples:

The first is inventory. W discovered there are
certain facilities where what they thought they had in
inventory did not match what they had in inventory. And if
your responsibility is spare parts for airplanes, the
accuracy of that inventory matters. And so, for exanple, at

Hll Air Force Base, uninstalled mssile notors, they don't
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just check the quantity, they check the condition. They
were | abel ed as unserviceable. Wen you visit them and | ook
at them they're actually usable. And so, you wouldn't have
needed to order nore. That saved us $53 mllion

O her places, you go to Osan and Kadi na, 14, 000
munitions, $2.2 billion, 100 percent accounted for, not a
si ngl e exception

And so, what we learned is, there are sone places that
are doing this quite well, and there are others where we
need to either help themfix their process or give them
better attention. But, the commanders in the field
recogni ze the direct correct -- connection to m ssion and
readi ness. And so, | had expected a | ot of pushback once
the audit findings cane in, that this was just paperwork,
but they saw the tangi ble value. And, | think, as we nove

forward, the accuracy of the data, adopting nore

busi nessli ke practices, will be trenendously hel pful for the
Depart nent.
Senat or Perdue: Thank you. And how long will it take

us to get a clean audit, in your estimte?

M. Norquist: | don't know how | ong the Departnent,
because the Departnent's opinion will be the last of the
organi zations. But, | think, over the next couple of years,
you'll see either the working capital fund of the Arny or

the Marine Corps start to get to clean opinions, and then
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you'll be able to differentiate between which of the
organi zati ons m ssing progress and who needs an extra
heari ng.

Senat or Perdue: Thank you.

Chai rman Dunford, today we have about 5,000 troops, |
think, directly inlraq. |Is that correct?

General Dunford: That's correct, Senator.

Senat or Perdue: And so, General Thomas recently before
this commttee -- the conbatant commander of SOCOM -- said,
and | quote, "Qur lraqi partners have enbraced their
sovereign responsibility in ternms of defending their
terrain.” Wat are we doing -- and al so, we hear about this
potential vote in the Parliament in Iraq about asking U S.
forces to leave Iraq. And then, just this week, we had
Presi dent Rouhani visiting Prime Mnister Mddi. Can you
talk tous alittle bit about what assunptions we have in
this budget with regard to our presence in Irag? And how do
you see our continuing role there in Iraq?

General Dunford: Senator, this budget includes an
enduring presence in Iraq, slightly less than the forces
that are on the ground right now But, what's inportant is
that we do that in partnership with the Iraqgi governnent.

So, as the Iragi governnent settles, and they're prepared to
enter into a conversation about it -- what our reliable

partnership will be noved forward, then our Secretary of
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State and Secretary of Defense will work out the exact
nunbers to neet the requirenents that the Iraqi Security
Forces will still have to ensure the |asting defeat of I1SIS,
which is -- of course, is our collective focus.

Senat or Perdue: Thank you, sir

Thank you, M. Chairman

Chai rman I nhofe: Thank you, Senator Perdue.

Senat or Ki ng.

Senat or King: Thank you, M. Chairnan.

"' m sonewhat saddened to have the -- so nuch of this
hearing taken up with issues about the wall, because |I and
all menbers of this commttee have been very bipartisan.

W' ve al ways been very supportive of the mlitary. But,
there are sonme questions | feel that | have to ask.

Secretary Shanahan, you testified earlier, in answer to
Senator Reed's question, that you don't know which mlitary
construction expenditures are going to be canceled in favor
of this 3.6 billion. |Is that correct?

M . Shanahan: Senator, that's correct.

Senator King: Wy is that correct? You' ve had a
nmonth. | find it very hard to believe that there's not a
l'ist.

M . Shanahan: Yeah.

Senator King: Are you testifying there's no list,

there's no information you can give us about which
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construction projects are on the chopping bl ock?

M . Shanahan: Yeah. So, what | can tell you are what
projects aren't on the chopping block. So, for exanple --

Senat or King: Have you assured nenbers of the Senate
-- individual menbers, that there are not projects in their
States that are under consideration?

M. Shanahan: No, | have not.

Senator King: You have not nmade any assurances to

those -- to any nenber of the Senate.
M. Shanahan: | have had questions as to whether
projects -- this has been a bl anket statenent that's been

made. There are no projects in this fiscal year that wll
be cancel ed. That has been a -- and anythi ng associ at ed
with fam |y housing or barracks.

Senator King: But, wasn't the appropriations, the 3.6
billion -- | mean, that's part of a |arger appropriation for
mlitary construction that's been through this Congress,
been through the Appropriation Conmttee -- didn't it |ist
proj ect s?

M. Shanahan: No, it doesn't.

Davi d?

M. Norquist: So, what he's tal king about is -- the
projects, when we go to prioritize, when we have the
gui dance from DHS' s request, and the Secretary makes a

decision -- we'll look at those that are unobligated,
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1 meani ng the contracts haven't been awarded. And if you | ook
2 at the --
3 Senator King: But, those are projects that have been

4 identified. This is --

5 M. Norquist: Absolutely.

6 Senator King: You weren't just say, "W'Il give you 50
7 billion for mlitary construction.”

8 M. Norquist: Correct. The projects individually

9 identified by the Congress and the committees, correct.

10 Senator King: And -- but, you're telling ne that the

11 Department has not identified which of those projects are
12 going to be canceled in -- or deferred in order to spend

13 this 3.6 billion on a wall.

14 M. Norquist: W don't know which projects will be

15 deferred. | don't knowif the Secretary's decision will be
16 3.6 billion. He has to determne that it's relevant --

17 Senator King: And it's your testinmony, M. Secretary,

18 that you have not had conversations with nenbers of the

19 Senate to assure them about the safety of projects in their

20 St at es.

21 M. Shanahan: Well, let nme be clear on this so it's --
22 | have told nenbers there are projects in -- and this wit
23 large -- there are no projects scheduled to be obligated in
24 FY- -- F- -- this fiscal year that will be canceled. That's

25 the only information I've shared.
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Senator King: Well, I'mconfused. | nean, either
projects are going to be canceled to find 3.6, or they're
not. | -- please explain, M. Norquist.

M. Norquist: Sure. The projects in mlitary
construction have up to 5 years to be awarded. And so, if
you receive funding for a project in "18 or '19, it m ght
not get awarded till '20 or '21

Senator King: So, you're focusing on the word
"awarded,"” but I'mfocusing on the fact that these are
identified projects in the appropriation. Are they not?

M. Norquist: Correct. But, if --

Senator King: And, M. Chair -- Secretary, are you
saying that there are no identified projects in the
appropriation for this year that are going to be defunded or
deferred because of this 3.6? | nmean, this 3.6 is comng
from somewher e

M. Norquist: So, okay -- so, | think you're talking
past each other. There's a difference between in the '19
appropriations bill versus projects that are scheduled to be
awar ded, neaning the contract is going to be funded and the
construction would begin in '19. Those projects have up

until the year '23 or so to be awarded. And the reason we

put the 3.6 billion in the request is so that noney woul d be
avai |l abl e and al l ow t hose projects to continue. |n many
cases --
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Senator King: Al right. Let ne put it another way.
| know of projects in New England that are on -- that were
funded in this bill. Can | be assured that they're safe,
they're not going to be deferred or canceled in a -- to find
this 3.6? | mean, it sounds -- sonething' s not conmputing
here. Are you -- the 3.6 is com ng from sonewhere. And
it's comng fromprojects that were authorized and

appropriated by this Congress. And you won't tell ne what

t hey are.

M. Norquist: The 3.6 will come fromproject -- well,
assum ng the Secretary signs off -- | don't know the number
of the requirenent yet -- but, assum ng the Secretary signs

off, the 3.6 would, in fact, come from projects previously
aut hori zed and appropriated by Congress. W would |ook to
not -- we would not touch those that dealt with famly

housing or mlitary construction. And we would prioritize

Senator King: [|I'mgoing to ask ny question once, M.

M. Norquist: Sure.

Senator King: -- Secretary. Have you spoken to any
menbers of the Senate to assure themthat projects in their
State are not going to be affected by this policy?

M. Shanahan: No, | have not, Senator.

Senat or King: Thank you.
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M. Chairman, |'mvery concerned about this. | don't
think we're getting full information. | intend to foll ow
up.

Thank you.

Chai rman I nhofe: Thank you, Senator King.

Senator M Sally.

Senator McSally: Thank you, M. Chair.

| do want to follow up on that, as we did have a
conversation, and there are four projects in Arizona that
are appropriated in FY19, and you broadly said those FY19
projects, across all the country, will not be inpacted by
this, just to be clear. Correct, M. Secretary?

M. Shanahan: That is correct.

Senator McSally: Thank you

Senat or King: How --

Senator McSally: | just wanted to clear that up

Senat or King: How does that square with what he just
told nme?

Senator McSally: Well, you rebound if you get nore

time, sir, but |I've got sonme other questions to ask. | just

wanted to clear that up, since it seened that nmay cause sone

confusi on about sone conversations that we had.
| want to get to a different topic. |In 2017, there

were 6, 769 sexual assaults reported across our entire

mlitary, likely thousands of others that were not reported.
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These bl ue-on-blue crinmes are unacceptable. They're harm ng
our warriors, and they're degradi ng good order and
discipline and mlitary readi ness. Mny steps have been
taken by the mlitary over the last years, and this body.
Over 100 legislative actions. But, it's not enough.
There's thousands of our warriors in mlitary readi ness
that's been harmed by these crinmes. | believe commanders
nmust be educat ed, equi pped, and held accountable, and stil
be responsible for the decisions, the culture, and the
di sci pline regardi ng sexual assault. However, sonething
needs to change. "lInsanity" is doing the same thing over
and over again, expecting a different result. Perhaps we
need to take a fresh ook at this issue.

|"ve spent a lot of tine thinking about this, and nore
so over the last week. W have weeks, now, before the NDAA
will be marked up before this conmttee. | amfully |ocked
on, like a mssile, on this target. And | want to be
working with you and the mlitary services to take a fresh
|l ook at this. |'ve asked the Secretary of the Air Force and
the Chief of Staff to start with a summt with the Air
Force. But, it's not just the Air Force, it's across our
mlitary services.

So, can | get your conmmtnent that we are going to
partner on this, and we're going to take a fresh | ook and

tackle this over the next 45 days together, which includes
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bei ng responsive to ny questions, maybe form ng a team of
experts and resources to be able to really dial in as to
what's wor ki ng, what's not working, across the spectrum of
prevention and response and prosecution? And we can tackle
this together, come up with sone ideas, inpact on the NDAA,
culmnating with a tank neeting with all the | eaders there,
with nmyself, and solve this thing together. Can | get your
commitnment you'll work ne -- with ne on that?

M . Shanahan: Senator, you have ny conmm tnent.

Senator McSally: Thank you

Chai rman Dunf or d?

CGeneral Dunford: Absolutely, Senator.

Senator McSally: kay, great. Let's follow up
i mredi ately on that. | appreciate it.

| want to shift to a different topic. | was over in --
on the Korean Peninsula, |ess than a year ago, visiting the
troops, and I will tell you, I amso proud of themand their
ability to fight tonight, and everything that's been done by
our mlitary and the services to make sure that we were
using all elenments of national power to crank up the
pressure with a deterrent capability to keep the pressure on
North Korea for the negotiations and to thwart the threat
that they are.

| want to get sone clarity, Secretary Shanahan, on

exercises. As we know, mlitary exercises, every single
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day. | nmean, every day, you -- you're going out with your
squadron, your unit, and you are nmaking sure that you're
ready to fight tonight. But, people rotate in and out over
there every year. And so, |arge-scale crisis-response
exercises are critical for us to have that decisionnaking
process for key | eaders at the highest |level. So, can you
just clarify where we are with mlitary exercises on the
Peni nsul a, and what the deci si onmaki ng process was on that?
M. Shanahan: Right. So, Senator, the exercises that

we have on the Peninsula, which are ongoing as we speak, and

the Mnister of Defense for South Korea, the ROKs, will come
see ne at the end of this nonth, and we'll discuss progress
and the findings of those exercises. But, they're -- they

were redesigned this year for three things: support the
peace process, the expanded responsibilities of the South
Koreans, in terns of operational control, and to --

Senator McSally: Okay.

M. Shanahan: -- maintain foundational readiness. And
| -- underlying all of this is maintaining the readi ness we
need if we're called to fight tonight.

Senator McSally: Right.

M . Shanahan: We've sustained that readiness.

Senator McSally: Ckay. So, are you -- can you say
that, with the adjustnent -- | understand turning the volune

down so it's not being so provocative, but those higher-
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| evel operational crisis exercises, the command-post |evel
and beyond, decisionnaking for new | eaders, is really
i mportant --

M . Shanahan: R ght.

Senator McSally: -- especially as they rotate so
qui ckly over there. Are -- can you assure us that there
will be no degradation in the readiness --

M . Shanahan: R ght.
Senator McSally: -- to fight tonight, based on

adj ustnents to the exercises?

M. Shanahan: | have had personal conversations with
Ceneral Abrans, and | can assure you there will not be
degradation. W wll have the capability we need.

Senator McSally: Okay. Thank you.

Thank you, M. Chair

Chai rman | nhofe: Senator Peters.

Senator Peters: Thank you, M. Chairnman

Thank you, to our w tnesses today.

Before -- Assistant -- or Secretary Shanahan, before |

ask you a few questions, | just want to go back and get a

[ittle bit nore clarification fromsone of the answers that

I've heard to Senator King and Senator Hirono.
| noticed, in the budget, there is a line for $9.2
billion for energency --

M . Shanahan: Right.
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Senator Peters: -- for FY20. 1Is that 9.2 billion that
you' re asking Congress to appropriate related to the
energency decl aration that the President has nade?

M. Shanahan: 7.2 billion of it is, and 2 billion is
for hurricane.

Senator Peters: So, you're asking Congress to appoint
-- or to appropriate $7 billion to deal with what the
Presi dent has declared an energency. | want to be clear
about that.

M. Shanahan: Correct.

Senator Peters: So, the Senate, as you know, will be
voting later today on a resolution of disapproval relating
to this emergency declaration. Is it safe to say you would
revise the request for national energency funding if a
majority of the House and the Senate di sapproves of the

ener gency decl aration?

M. Shanahan: | will stick to the budget that we've
subm tted.
Senator Peters: But, if there's not an -- if we don't

approve an energency declaration, why would you cone and ask
us for noney for an energency decl aration?

M. Shanahan: | will work with this Congress to get
the right top |ine.

Senator Peters: So, you will look at that and revise

it, if necessary, if we disapprove it.
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M. Shanahan: ['Il work with the commttee and |'I1
work with the Congress to get the right top |ine.

Senator Peters: Could you describe the Departnent's
response to the request for assistance that DHS sent a few

weeks ago, and perhaps provide sonme characterization of the

specifics in that request for us? | also serve on the
Honel and Security Commttee. | think it would be helpful to
know.

M . Shanahan: Right. Wich request for assistance is
this?

Senator Peters: On the southern border

M. Shanahan: |It's just -- is this -- yeah, there's

been a nunber of them

Senator Peters: Could you give ne -- could you
characterize what the -- what they have been asking for and
what -- your response?

M. Shanahan: Right. ['Il -- do you want to --

General Dunford: Sure.

M . Shanahan: Ckay.

CGeneral Dunford: Senator, |I'll take that, if you don't
m nd. The --

Senator Peters: Yes.

General Dunford: -- the nbst recent request requested
our engineers to reinforce sonme of the infrastructure al ong

the border. And we al so have sonme soldiers that are
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supporting the detect-and-nonitor m ssion by manni ng camneras
that all ow Custons and Border Protection to see what
activity is ongoing around the border. Those are the two
primary tasks. And that's, of course, in addition to the
Nat i onal Guard sustain m ssion, which provides rotary-w ng
aircraft for surveillance, sone |ogistics support, sone

pl anni ng support, and sone intelligence along the border

Senator Peters: Thank you.

Secretary Shanahan, at your confirmation hearing for
the position of Deputy Secretary, | asked you about what was
previously known as the "third offset” that essentially was
usi ng technology to inprove mlitary tactics and strategy.
We had a further conversation about that in nmy office, and I
appreciate that. Your predecessor as Deputy Secretary, Bob
Work, chanpioned the initiative and sought out ways to use
technology to create and mai ntai n an advant age over our
conmpetitors, very simlar to what was envisioned in the
Nat i onal Defense Strategy.

Vel |, now that you' ve been inside the Departnent, |'m
going to ask this question again. Now, as an insider --
before, | asked that, prior to your appointnent -- what is
your view on how technol ogy's going to inpact warfare? And,
in particular, give ne a sense of how you vi ew t he nost
di sruptive technol ogies to sone of our |egacy weapon systens

that are pretty nmuch ingrained in DOD culture, also tend to
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be incredi bly expensive. But, as we're thinking about this

budget going forward, that could change very dramatically.

G ve ne your sense and how that is reflected in this budget.

M . Shanahan: Absolutely. And, to Bob Wirk's credit
on the third offset, that was the underpinning for many of

the concepts that we're requesting funding for this year

So, in ternms of the four nmajor disruptive capabilities, they

are space, mssiles, cyber, and autonony. So, take, for
exanple, mssiles on -- in answering your question: |ow
cost, cost-inposing, and attritable versus very expensive,
manned assets. Same can be said -- spoken for cyber, all
the effects that you can create with cyber. Wen we think
about the trade in cost, ternms of being able to depl oy
forces, versus effects -- significant cost inposition
Space, you know, when we think about having unfettered
access to the world, outer space provides us that

envi ronnent .

Senator Peters: So, when you're tal king about sone --
| -- my tinme is running |ow, but you're tal king about sone
of this disruptive and autonony. So, when you think about
| egacy systens of pilots and airplanes and aircraft
carriers, things of that nature, all of those things we

shoul d be | ooking at --

M. Shanahan: Absolutely. | nean, when we think about

the challenge to find pilots, that chall enge goes away.
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When we think about surface/subsurface and the capability to
build for I ower cost, hide and suspend for |onger periods of
time, these are real enablers. And the cost to support them
is significantly |ess.

Senat or Peters: Thank you, M. Chairnman

Chai rman | nhofe: Thank you, Senator Peters.

Senat or Bl ackburn.

Senat or Bl ackburn: Thank you, M. Chairman

And thank you all for being with us today.

M . Shanahan, | want to nove a little bit of a
different direction as we tal k about budget and priorities.
I''mfrom Tennessee. | spent 16 years in the House and
represented a district that was honme to Fort Canpbell and
many of the enlisted nen and wonen that are there, the
101st, 160th, 5th D vision, and have really devel oped a good
working relationship with those famlies and the enli sted,
and also with command teans that have been there that have
done such a terrific job. W have sone of those that have
served at Fort Canpbell that are nmenmbers of our team So,
we hear a good bit fromthem and hear about their concerns.
And | join Senator Cotton in being trenmendously concerned
about the Budget Control Act from 2011, with the sequester
that was placed on our mlitary. That has not served us
well. And ny hope is that we're going to be able to solve

that situation and address sone of the problens that it has
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brought forward.

But, one of the things | hear from especially, our
Speci al Operations guys is their desire to nmake certain that
5G technol ogi es are available to them and that those
networks are secure. And | appreciate that in your
testinony you nentioned three of your priorities as cyber
hyper soni cs, and space. And we have had our COCOM heari ngs
and have tal ked sone about the placenent of these
technol ogies so that we're fighting 21st-century warfare and
that we're not just focused on today.

And I'Il tell you, one of the things that I've heard a
little bit of scuttlebutt about that causes ne sone concern
is that naybe sone of the fighter pilots fromA r Force are
not that excited about having a Space Force that woul d
function there as Air Force. So, | want to give you a
couple of mnutes to tal k about Space Force, how you see it
standi ng up, how you expect to deploy it, how you intend to
protect the funding for that so that we are | ooking forward
as well as tending to today.

M . Shanahan: Thank you, Senat or.

The -- with 2 mnutes, 1'lIl go as quickly as | can.

Senat or Bl ackburn: Good.

M. Shanahan: [|'Il summarize it this way. Qur Nation,
our $19 trillion econony, and our mlitary, we're carrying

too much risk, given the vulnerability we have in space now
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that space is a contested domain. The Space Force
represents a chance to accelerate our ability to respond to
that threat environment. The Space Force really gets after
three items in order for us to be -- to reduce that risk

The first is, the assets that are on space -- in space
were never designed to be resilient and deal with the
threats that exist today. It's a bit like, "You can't pick
your parents.” W need to design new capability and put it
up on orbit as quickly as possible. Space Force reconmends
a Space Devel opnent Agency, which really gets at cutting the
redtape to do devel opnent and tapping into conmercial space
technol ogy, save costs, save tine.

The second is, stand up the Space Conmand, nuch I|ike
we' ve done Cyber Command, so that we can focus, have
dedi cated focus to provide the rul es of engagenent,
authorities, and the tools to defend our assets.

And the third is, bring together and train. Mke space
a dedi cated profession, where we can provide this cadre of
professionals the right training so that they have the
ability to have a career that leads to --

Senat or Bl ackburn: Well done in a sunmary. And now
give ne 15 seconds on great-power conpetitiveness with China
in this arena.

M. Shanahan: | think we've been ignoring the problem

too | ong.
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Senat or Bl ackburn: Well done.

Yi el d back

Chai rman I nhofe: Thank you, Senator Bl ackburn.

Senat or Warren.

Senat or Warren: Thank you, M. Chairnman

And thank you, to our w tnesses, for being here.

So, the administration has submtted a national defense
budget request for $750 billion for next year. That is a
pretty big nunber even by the Departnment’'s own standards.

In fact, the budget rules govern how nuch noney is avail abl e
for defense spending, is set at $576 billion, which is stil
a huge sum But, you're requesting $174 billion nore than
the amount that is allowed by law, 165 billion for the
overseas contingency operations, OCO and another 9 billion
for emergency funds for the wall. Now, sone of the things
in the DOD budget request seemto nme to point in the right
direction -- nore investnments in research, for exanple. And
we need to have a nuch | arger conversation about whet her

t hese budget caps nmake sense, and how defense and nondef ense
priorities should stack up. But, right now, | just want to
dig into how you got your nunbers so all of the nondefense
budget experts out there can understand the tricks the

adm nistration is using to justify skyrocketing defense
spendi ng.

Secretary Shanahan, the Departnment proposes to get
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around the budget rules by requesting that 165 billion extra
dollars in the OCO account. The anount in the OCO account
is not counted toward statutory budget caps. Is that
correct?

M . Shanahan: Yes.

Senator Warren: Ckay. So, let's digin a bit, then
on OCO. As the cost to fight the war in Iraq and
Af ghani stan began to increase in the early 2000s, Congress
had to pass energency suppl enmental appropriations every
year. So, in 2009, President OCbama established OCO so that
they can set aside funds for this and other rel ated
operations. And because those funds are for energencies,
they don't count toward the overall limts in defense
spending, as you just said. This year's OCO request is a
140- percent increase fromthe 69 billion you requested for
OCCOin last year's budget. So, tell ne, did the cost of
supporting our overseas operations suddenly increase by 140
percent |ast year?

M. Shanahan: Senator, they did not.

Senator Warren: They did not. Okay. |In fact, the
| ast time OCO account was even close to the anpbunt you' ve
proposed for next year was in 2010, when we had
approxi mately 100, 000 troops depl oyed in Afghani stan and
anot her 50- to 100,000 troops in Iraq. Today, we have about

21,000 troops in Iraqg, Afghanistan, and Syria, conbined, a
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nunber that's largely unchanged fromlast year. So, let ne
ask another question. Since |ast year, has the Departnent

depl oyed a | arge nunber of troops to fight a war somepl ace

other than lIraqg, Syria, or Afghanistan?

M. Shanahan: Senator, no, we have not.

Senator Warren: Ckay. So, the actual cost of
supporting operations overseas did not increase by 140
percent, and we haven't |aunched a war sonepl ace el se,
triggering that kind of emergency. And yet, you're asking
for $165 billion for, quote, "overseas contingency
operations.” | just want to be absolutely clear so the

t axpayer understands. You're requesting funding in OCOto

fund activities that have nothing to do with the reason that

OCO was established. |Is that correct?
M. Shanahan: What we've done this year is, we've
taken our base budget from | ast year, per the Chairman's
bl ueprint, grown our budget 3 percent in real grow h.
Senator Warren: Ckay. | appreciate it. But, you can
just answer my question.
M . Shanahan: Yeah.
Senator VWarren: And that is --
M. Shanahan: The --

Senator Warren: You're requesting funding in OCO to

fund activities that have nothing to do with the reason that

OCO was established. 1Is that right?
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M. Norquist: So, Senator, to nmake it transparent, if
you go through the budget material, we've got it in two
groups. One is what you think of as traditional OCO and
the other is clearly |abeled "OCO for base.” And that's the
distinction you're --

Senator Warren: So, | --

M. Norquist: -- |ooking for.

Senator Warren: You can call it whatever you want. W
know why OCO was established. And ny question is, Are you
asking for this increase for the reasons that OCO was
originally established? It's an easy question.

M. Shanahan: No --

Senat or Warren: Secretary Shanahan?

M. Shanahan: No, we're asking for a $750 billion top
line, and we want to work with this commttee to get the
appropriation and authorizati ons proper.

Senator Warren: You're asking for an increase in OCO
for purposes that OCO was not established. In fact, your
own staff said so yesterday. They said you're asking at
| east for 98 billion for things that have nothing to do with
conti ngency operations. And |I'mnot quite sure why you
can't say that.

What we're really tal king about here is the
establ i shnment of a slush fund to hide what's happening with

def ense spending and get it out fromunderneath the
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statutory caps. | think it's tinme to stop this business of
nore, nore, nore --

M . Shanahan: Yeah.

Senator Warren: -- for the mlitary.

M. Shanahan: Sure.

Senator Warren: And establishing a slush fund |ike
this, and saying, "Ch, because we put it in two different
accounts" --

M . Shanahan: Yeah.

Senator Warren: -- sonehow changes the fact is just
not true. And we just need to be honest with the Anerican
peopl e about how nuch we're spendi ng here.

M. Shanahan: Senator, we have provided, in our
justification books, 100-percent transparency. There is no
slush fund. W can take the noney and tie it back to the
Nat i onal Defense Strategy and what we need to defend
Aneri ca.

Senator Warren: | have --

Chai rman | nhofe: Thank you, Senator --

Senator Warren: -- no doubt that you see this --
Chai rman | nhofe: -- Warren
Senator Warren: -- IS nore, nore, nore.

Chai rman | nhofe: Senator Haw ey.
Senat or Hawl ey: Thank you, M. Chairnman

Thank you, gentlenen, for being here.

Alderson Court Reporting

79

www.AldersonReporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

80

Let ne start by saying that -- first, a note just about
Fort Leonard Wod. |'mlooking forward to seeing the budget
justification books next week so we can see the details here
about the budget, itself. I'manticipating it will include
an increase for the Arny's Chem cal School at Fort Leonard
Whod, in Mssouri, ny hone State. And these are
prof essi onal soldiers, of course, who train and respond to
an adversary's use of chem cal weapons on the battlefield.
Four of the five threats, |I'mstruck, called out in the
Nat i onal Defense Strategy have a chem cal weapons
capability. And by investing in places |like Fort Leonard
Wod, we ultinmately, of course, save lives on the
battlefield. So, I'mvery proud of the work that they do,
and | ook forward to the continuing support -- the
Departnent's continuing support for their inportant m ssion.

Let ne just shift and ask about our challenge in
ener gi ng technol ogi es, cyber, and space; in particular,
China's investnment in those areas, and our eroding
advantage. | was struck, M. Secretary, by a comrent that
you make in your witten testinony. You say, "Sone U S
compani es have voi ced et hical qual ns about working with DOD
to devel op advanced technol ogy. |In sone cases, even
term nating rel ati onships, often while continuing to work
with China." Wat are we tal king about, here?

M. Shanahan: | think we're tal king about Google and
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their support to China, and their |ack of support to the
Depart nment of Defense.

Senat or Hawl ey: So, Google has refused to work with
the Departnent of Defense, actually was under contract,
weren't they, with the Departnment of Defense? Tell us about
t hat .

M. Shanahan: Well, they haven't refused, they just
have said they're not going to continue to do business with
t he Departnent of Defense on certain contracts.

Senator Hawl ey: But, they are doing business in China
in a way that benefits, you're saying, our Chinese
conpetitors.

M. Shanahan: Correct.

Senator Hawl ey: Say nore about that.

M. Shanahan: Well, the interesting thing -- and this

is why Chinais -- this is such an inportant issue for our
country. You have this -- the fusion of commercial business
with mlitary is significant. $5 billion of -- $5 trillion

of their econony is state-owned enterprises, so the
technology that is developed in the civil world transfers to
the mlitary world. 1It's a direct pipeline. Not only is
there a transfer, there's also systemc theft of U S
technology that also -- that facilitates even faster

devel opnent of energing technol ogy.

Senator Hawl ey: So, | just want to make sure that |
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under st and exactly what you're saying. You're telling ne
that Google, an Anerican conpany, supposedly, is refusing to
work with the Departnent of Defense, but is doing work in --

with China, in China, in a way that at least indirectly

benefits the Chinese governnent. |s that correct?
M. Shanahan: | haven't heard the word "refuse,” but
there's a lack of willingness to support DOD progrars.

Senator Hawl ey: General, you're nodding your head. Do
you want to weigh in on this?

CGeneral Dunford: No, Senator. |'mnodding a head on
exactly the point that you nade, that the work that Googl e
is doing in Chinais direct -- is indirectly benefiting the
Chinese mlitary. And |I've been very public on this issue,
as well. In fact, the way | described it to our industry
partners is, "Look, we're the good guys, and the val ues that
we represent, in the systemthat we represent, is the one
that will allow, and has allowed, you to thrive." And
that's the way |I've characterized it. So, | was just
noddi ng that what the Secretary was articulating is the
general sense of all of us as |leaders. And we watch with
great concern when industry partners work in China, know ng
that there is that indirect benefit. And, frankly, indirect
may be not a full characterization of the way it really is.
It's nore of a direct benefit to the Chinese mlitary.

Senator Haw ey: | just want to underscore this for the
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1 record so that we are absolutely, perfectly, 100-percent

2 clear, here, that Google, an American conpany based in this
3 country -- again, supposedly an Anerican conpany -- is doing
4 work in China that directly or indirectly benefits the

5 Chi nese governnment at a time of increased peer conpetition
6 wWith this country. W are in a struggle with the Chinese

7 governnment over whether or not they're going to becone a

8 regi onal, and naybe gl obal, hegenon with val ues very

9 different fromours, certainly values that do not favor

10 freedomin the world, and we have an Anerican conpany t hat
11 does not want to do work with our Defense Departnent, which
12 is, you know, one thing, but they are happy to help the

13 Chi nese, at |east -- the Chinese government, that is -- the
14 Chinese mlitary -- at least indirectly. | think that's

15 just extraordinary.

16 VWhat are we -- in nmy tinme remaining, M. Secretary,

17 tell us what, from your perspective, we need to do to

18 mai ntai n our conpetitive advantage on Al and these energi ng
19 technol ogies. Wat do we need to see, going forward?
20 M. Shanahan: W need to -- well, two things. One, we
21 need to continue to invest. And this year's budget doubles
22 our investnment in artificial intelligence. And then the
23 string that you're really pulling on, the talent is in this
24 country. W need to use the talent in this country. The

25 talent in this country needs to support our great-power
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Senat or Hawl ey: Thank you.

Thank you, M. Chairman

Chai rman I nhofe: Thank you, Senator Haw ey.

Senat or Duckwort h.

Senat or Duckworth: Thank you, M. Chairman

M. Shanahan, 1'd like to follow up with the |ine of
questioning frommny coll eague from Ari zona, Senator MSally.
You know, | think there's no doubt we'll continue to see
tensions in North Korea, on the Korean Peninsula, after the
| at est breakdown in tal ks between the President and Chair man
Kim How do you plan to use your position as Acting
Secretary of Defense to reassure our allies in the region?
We know our great friends, the Republic of Korea and Japan,
have a rmuch nore tense and conplicated relationship with
each other. For exanple, there were questions about them
sharing NEO plans with one another. Wat do you plan to do
to work on bridging that gap?

M. Shanahan: Thank you for that question, Senator

That gap could be bridged at -- well, I'll say, at
three different levels. There's a relationship level. And
| have relationships wth the Defense M nister for Japan as
wel |l as the Republic of Korea. So, it's inportant that |
play a role in keeping the two countries together there.

Exercises that we'll do together. Technology that we'l|l
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devel op together, particularly in the area of missile
defense. As you well know, a sizable investnent by the
Government of Japan is to put Aegis Ashore as well as
devel op other, I'll say, defensive capabilities in the event
of an escalating situation on the Peninsul a.

Senat or Duckworth: So, you had answered Senator
McSal |y, saying that there would be -- not be any
degradation of our relationship and readiness as it pertains
to mlitary exercises. But, are you changing the nature of
those exercises to, for exanple, sinply being tabletop
exerci ses or just conmputer exercises, as opposed to how
t hey' ve been conducted in the past?

General Dunford: Senator, if you don't nme taking that
questi on.

Senat or Duckworth: Yes, of course.

General Dunford: The way | would describe it -- and
you're quite famliar with this -- what we have changed --
and | want to be clear -- is, we've changed the nethod of

training to focus on the m ssion-essential tasks that each
of the | evels of command needs to be proficient in. Wat we
haven't changed is the outconme and the readi ness to fight
tonight. So, the way you characterize it is, in part, true,
that some of our |arge-scal e exercises are done, now, with
simul ation CPX -- Command Post Exercise -- and so forth.

But, what's really inportant to highlight is that, at the
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battalion and the squadron | evel and bel ow, there's been no
changes to training and the ability of our nmen and wonen on
the Peninsula to train in the integration of conbined arns.
W' ve made adjustnents to our |arge-scale exercises. And
what we've done is -- very quickly, 1'Il just try to
hi ghlight -- we've shifted fromcertifying our readiness,
based on the conduct of an exercise, to a much nore conpl ex
system that General Abranms and Admiral Davi dson have
devel oped, which identified all the m ssion-essential tasks
for every level of command in making sure that we have a
proven nmet hod of devel opi ng proficiency.

And other thing | can assure you is that, as soon as

General Abranms and Adm ral Davi dson have any concerns about

their ability to maintain readiness -- and right now we're
executing their plan -- they know that they cone right back
to the Secretary and I, and we will work with the Koreans to
make adjustnments. But, | can assure you, froma mlitary
perspective right now, | amquite confident in our 2019

trai ning plan, and confident that that will deliver the

| evel of readiness that we have historically done --

acconplished in |arge-scal e exerci ses.

Senator Duckworth: So, you're saying that, for brigade

and bel ow, or battalion and below, there's no change as far
as the | eaders that see what's happeni ng?

General Dunford: That is correct. That's an inportant
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poi nt, Senator. That is correct.

Senat or Duckworth: So, above brigade, that's where the
changes --

General Dunford: That's where the --

Senat or Duckworth: -- have taken pl ace.

CGeneral Dunford: -- changes are. And, in sone cases,
it's dialing down the volunme of the exercises. As you know
wel |, those exercises had two purposes; one was deterrence,
one was proficiency. |'mconfident right now that our
exerci se program does deliver the latter, proficiency in our
m ssi on-essenti al tasks.

Senat or Duckworth: Have those exercises taken to --
into account the role of logistics in sustaining any type of
a fight that we would have to engage in? | do think that we
focus on what's happeni ng on the Peninsula, but sustaining
that fight |Iong-termand then getting whatever we need,
resources, there is a real challenge. The Pacific, as nany
people -- | don't think people realize how vast the Pacific
Ccean is.

General Dunford: Right.

Senat or Duckworth: Can you speak a little bit to the
| ogi stical chall enges?

General Dunford: Senator, | can. |In fact, this past
year, we did what we call a Korea Readi ness Review, and we

pl ayed out the first 60 days of a Korean conflict, to
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include the detailed |ogistics planning that was necessary
to support operations for the first 60 days. W, needl ess
to say, learned a |lot during that exercise, but our

exerci ses absolutely include the |ogistics factors
associated with our ability to conduct operations.

Senat or Duckworth: Thank you.

Qur National Defense Strategy outlines a shift in
primary focus fromcountering violent extremismto great-
power conpetition. As Acting Secretary, M. Shanahan
what's, specifically, do you plan to do in areas perhaps
| ess obviously inpacted by either of these priorities? For
exanpl e, SOUTHCOM or AFRI COM

M. Shanahan: SOUTHCOM and AFRI COM are critical, in
terns of defeating ISIS, dealing with regional threats. The
Chairman, in his role as the integrated gl obal canpaign
pl anner, we make sure that the risk in those areas, and the
resources required to nmanage, are properly delivered, both
to SOUTHCOM and AFRI COM

Senat or Duckworth: Thank you, M. Chairman

Chai rman I nhofe: Thank you

Senat or Craner.

Senator Cramer: Thank you, M. Chairmn

Thanks, to all of you, for your service and for your
candor today.

Now, as | |listened to Senator Fischer tal k about and
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ask about nucl ear nodernization, | wanted to follow up on
that. And then |I heard Senator Bl ackburn tal k about Space
Force, and | wanted to follow up on that. So, I'"'mgoing to
try to conbine the two as quickly as | can, because | think
there are some simlarities.

And 1'Il start with you, Secretary Shanahan. You know,
many of the critics of nuclear nodernization inply or state
enphatically that we can't afford that, that it's
unaf fordable, that, in fact, we have to choose, in essence,
bet ween nucl ear or conventional nodernization. And yet, as
| look at the budget, historically, and as | |ook at the
budget, going forward, | see, for the nost part, a peaking
of noderni zation costs for the nuclear force at under 6 and
a half percent in year 2029. Can we afford not to do it? |
nmean, the -- it seens to ne that that's a pretty efficient
use of deterrence dollars, and | would just like to hear you
el aborate a little bit on whether we can afford it.

M . Shanahan: |'Il ask David to tal k about the
affordability, but, as our conpetitors are building up their
nucl ear capabilities -- this is setting aside budget -- as
our conpetitors are building up their nuclear capability, or
noder ni zi ng, we should not unilaterally disarm | think we
have to start there.

Ternms of timng of the budget, David, maybe you coul d

speak to that.
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M. Norquist: Sir, the -- Senator, the nunbers you
used are correct. The peak is about 6 and a half percent.
When you realize that in -- normal maintenance runs 3
percent. Right? That's -- that increase, for the anmount of
peace and stability that that deterrent provides us agai nst
what is probably the nost catastrophic threat we can face, |
think is a reasonabl e and sound approach, and sonething that
you'd want to be very careful about changing, because of the
stability that it provides globally and for the safety of
the American peopl e.

Senator Craner: Ckay. So, then let's nbve to space,
because | think |I have a simlar |line of questioning as it
relates to the affordability of it. | understand concerns.
| could -- it's easy to see why sonebody that has a
particular systemwithin the Air Force m ght feel threatened
by a conpeting -- you know, conpeting for limted dollars.
And, Secretary Shanahan, | think you' ve referenced it, at
| east to sone degree, and |'d |ike to have you el aborate
even a little nore on the efficiencies that can be found.
Clearly, space is a realmthat we're conpeting in. Cearly,
you're -- we need to probably ranp up sone of our
capabilities there. As you pointed out earlier, you know,
we need -- we don't -- we can't pick our parents. The
resiliency isn't what it needs to be. And yet, maybe you

could speak to -- and maybe this would be a good one for the
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Comptroller, as well -- to the efficiencies that will be
found in the process of creating a Space Force as a sixth
br anch.

M. Shanahan: | think, on the efficiency side -- and

I"ve had conversations with Senator Reed on this subject,

and many in Congress are experts in this area -- we can't
build a bureaucracy. |In standing up the Space Force, we
have a chance to build it fromthe bottomup. | think we'll

build a bureaucracy if we build it fromthe top dowm. So,
it's an opportunity to build it correctly.

The biggest effort needs to be at retiring the risk.
We're too vulnerable. And, you know, it's alittle bit |ike
t he nucl ear conversation. | actually think it's going to
cost us less. | nean, we've -- |'ve had |ots of argunents
about whether that's true or not. | think, in -- at the end
of the day -- | nean, what we hear quite a bit is, "This is
change versus the status quo." This is a fundanental
structural change. But, in that structural change, we'll
get after reducing our vulnerability, and | really believe,
the end of the day, have nore capability and nore noney,
terms of, we won't have spent as nuch.

Senator Cranmer: Well, and maybe speak a little bit to
the realigning of existing space prograns as part of that
efficiency, if that nmakes sense.

M. Shanahan: Yeah. No, absolutely.
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The -- you know, when we tal k about standing up a new
service -- this is a very small service. You know, you
t hi nk about 15- to, you know, 18,000 people, so it's really
not about a large group being consolidated. This is really
tal ki ng about, How do you consolidate devel opnment efforts
within the Departnment? So, how do we take what's being done
-- you know, the Arny's going to undertake a brand-new
noder ni zati on program How do we conbine that with work
going on in the Air Force, with what's going on in the Navy,
and then integrate it into all the conbatant commands? This
is really about doing it at a DOD Il evel. And these are,
i ke, once-in-a-generation opportunities. Since we nust
address the contested environnent, and we're going to nake
significant changes, why not do it at an integrated | evel
for the Departnent instead of, you know, in each service?

Senator Cramer: Well, your answers were as efficient
as | expect the Space Force to be. Thank you very nuch.

M . Shanahan: Thank you.

Chai rman I nhofe: Thank you

The Mnority Leader had a question, and has a
schedul ing problem so let's go ahead and recogni ze him --

Senat or Reed: Thank you.

Chai rman | nhof e: -- and then we'll get to the rest of
them if that's acceptable.

Senat or Reed: Thank you, M. Chairnman. You're very
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gracious. | appreciate it.

I"'mtrying to clarify the debate that Senator King
initiated about projects at risk. And I'mgoing to take the
really, really dangerous path for a social scientist to try
to break it down into sinple nunbers, particularly dealing
wi th an engi neer and a nunbers person. And bear with ne.

Let's say X equals the authorized MLCON for the last 5
years. That's the universe. Y equals the unobligated
M LCON projects after Septenber 30th of this year. X mnus
Y, or Z, equals those projects that are at risk of being
captured for the wall, with sonme |imted exceptions. No
public housing, et cetera. You know what that Z is right
now. You have the list. |1s that correct, M. Shanahan?

You have the ability to create the |ist.

M. Shanahan: Let me nmake sure | understand what Z is.
I"mgoing to look at ny friend, here.

Senat or Reed: Ckay.

[ Laught er. ]

M. Shanahan: So, Zis --

Senator Reed: Z --

M. Shanahan: W know what that universe of projects

M. Norquist: The -- if the question is, Wiat is the
uni verse of either unobligated projects or unobligated

projects after a certain date? Those are things that can be
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1 gener ated, yes.

2 Senator Reed: Exactly. And those projects, with the
3 exceptions you' ve nmentioned -- fam |y housing and some

4 others -- are all subject to being taken away to fund this
5 wall .  They m ght not all be taken, but they are the

6 projects at risk, correct?

7 M. Shanahan: That's the pool.

8 Senator Reed: | would like that |ist today, M.

9 Secretary.

10 [ The information referred to follows:]

11 M. Shanahan: Sure.

12 Senat or Reed: Thank you very nuch.

13 M . Shanahan: Absol utely.

14 Senator Reed: So, we'll be waiting. 1'Il be -- ny
15 fingers --

16 M . Shanahan: R ght.

17 Senator Reed: -- and we'll have that list. So we'll
18 -- everyone will knowis at -- what project they have to
19 worry about --

20 M . Shanahan: Sure.

21 Senator Reed: -- going forward.

22 M . Shanahan: Ckay.

23 Senator Reed: |Is that it?

24 M . Shanahan: Yeah. Thank you for the clarification.
25 Senator Reed: That's a deal?

1-800-FOR-DEPO
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M. Shanahan: Yeah. That's a deal

Senator Reed: Thank you, M. Chairman.

Chai rman I nhofe: Thank you, Senat or

Senat or Hei nri ch.

Senator Heinrich: Can | assune that there are
congressional ly appropriated FY19 projects that received
mlitary construction funding that are going to be in that
list?

M. Norquist: Because of 5-year nonies, yes.

Senator Heinrich: Yeah. | can't tell you, M.

Chai rman, how i nappropriate | think that is. Congress has
the power of the purse. This is wong. This is abusive.
And we shoul d do sonething about it, all of us, because
guarantee you, if you let this happen, it wll happen under
the next President and the next President, and you won't

al ways |i ke how this noney gets spent.

Acting Secretary, how nuch do you know about PFAS?

M. Shanahan: Well, | understand the nature of the
chem cal. So, when we talk about it being a fire retardant
and being used over -- extensively and mlitarily and

commercially, and the issue of it being in the water supply.

Senator Heinrich: So, have you had a chance to read
the article in the New York Tines this morning with the
headl i ne, "Pentagon Pushes for Waker Standards on Chemi cal s
Cont am nati ng Drinking Water"?
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M. Shanahan: Yeah, | haven't had a --

Senat or Heinrich: Ckay.

M. Shanahan: -- chance to read the paper.

Senator Heinrich: | would ask that you read that.

M. Shanahan: Sure.

Senator Heinrich: | hope it's highly inaccurate.

M . Shanahan: Ckay.

Senator Heinrich: The second clause in the first
sentence says that the Pentagon is pushing the Trunp
adm ni stration to adopt a weaker standard for groundwater
pol | uti on.

M . Shanahan: Yeah.

Senator Heinrich: Are you aware of any conversations
going on in the Pentagon that would push for a standard that
was not set by the best-avail able science?

M. Shanahan: Right. | -- I'mnot aware of any
conversation. And | shared with Senator Shaheen that |
would follow up with her, also, on this nmatter after | have
a chance to investigate. And I'lIl do the same with you.

Senator Heinrich: | would deeply appreciate that.

The right way to do this is to follow the science.

M . Shanahan: R ght.

Senator Heinrich: The right way to do this is not to
set a standard based on trying to limt liability.

M . Shanahan: Right.
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Senator Heinrich: | know that there is -- we're going
to have a big pricetag attached to this. There is no
question about that. But, we're also going to have a very
bi g human cost associated with this. And I'lIl just give you
one exanpl e.

Hi ghl and Dairy Farmwas forced to close its doors in
New Mexico after 25 years. That's a |ocal business. For
nmont hs, because of this contam nation, they had to dunp
12,000 to 15,000 gallons of mlk per day. That's enough to
give a carton at lunch to 240,000 kids. That is one exanple
of how this is inpacting the communities that have been
ent husi astic about hosting our Air Force and other mlitary
est abl i shnent s.

W are going to need to get in front of this. And |
don't think it has received adequate attention fromthe
Pentagon. And so, | look forward to working with you on
that. But, we're at the front end of this, and there's
going to be a lot of work that's going to have to go into
trying to make this right for these conmunities.

| very much agree that our conpetitors are rapidly
fielding new capabilities in the space domain, and that we
need to nove with a greater sense of urgency. | welcone the
increased prioritization the Departnent has put on this
area, and your focus on that. And, in terns of R& as we

stand up a Space Devel opnent Agency, one of the things I
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want to make sure we're not doing is reorganizing the
exi sting pieces or reinventing the wheel. Things |like the
Space Rapid Capabilities Ofice, the Space Vehicles
Directorate, the Advanced Systens Directorate, and many
others, all are -- play a critical role in researching,
devel opi ng, and fielding our Nation's space systens. So, |
woul d just urge you, as you |look at that, and urge Secretary
Wl son, Dr. Fred Kennedy, Dr. Mke Giffin, all to fully
utilize the existing R& assets as you stand up SDA so that
we're not losing a few years of reorgani zation to nmake the
whol e system work better

And if you have any thoughts on that, I'd | ove to hear
t hem

M. Shanahan: No, | -- when | think of the Space
Devel opnent Agency, what | don't want it to be is a
reorgani zation. The nunber-one el enent of the Space
Devel oprment Agency that we need to take advantage of is
| ar ge-scal e systens engineering. How do we put together a
nati onal teamso that we can do this at scale? There is
incredi ble technology in the Air Force. W don't lack for
talent. That is not our issue. W don't |ack for noney.
The architecture that's required to be able to do this
qui ckly so that we don't have to do it three or four tinmes
is really the problemwe have to get after.

Senat or Heinrich: Thank you, Chair
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Chai rman I nhofe: Thank you, Senator Heinrich

Senat or Jones.

Senat or Jones: Thank you, M. Chairman

And thank you all for being here today, and for the
service provided to this country, and, to all those behind
you, for their service, as well.

You know, as we approach these hearings, we hear a | ot
about the threat assessnents and our nucl ear capabilities
and our hardware. Oten, we overl ook, sonetines, the very
human el enent of this. And, as you probably are aware, this
commttee's had a couple of hearings about sone serious -- |
t hi nk, very serious ongoing health and safety problens with
privatized housing on our mlitary bases. Sone of those
have occurred in ny State, at Maxwell Air Force Base and at
Fort Rucker. And | did not notice any |anguage in either of
your statenments on this particular topic. Not surprising.
["mnot criticizing that. But, | would be interested in
hearing your thoughts on these issues and whether or not any
of these issues are going to be resol ved through the budget
that you're proposing this year. And I'lIl ask the --

Secretary Shanahan and General Dunford --

M . Shanahan: Yeah. So, maybe I'Il just start out
with -- it's an enbarrassnment where we are, so |'mnot going
to defend anything. It's a |leadership failure. Once we get
past that, it's, What are we going to do about it? 1've had
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consi derabl e interactions with the service secretaries, and
they' ve assured ne, for the tine being, they'd like to run
with the lead to address the problem But, the
conversations |I've had with themare like this, "It's okay
if we identify the problem Let's nake sure we put the
resources that are required to be responsive in place."
That's what |"'m-- intend to follow up on. And the second
piece is, we can't fall into this hole again. Wat is the
enduring issue? But, for the famlies that are in these --
the servicenenbers and their famlies, we need to rapidly
address the problem Let's nmake sure the resources are put
in place.

Senat or Jones: General ?

General Dunford: Senator, | -- first, | agree with the
characterization of the problem the Secretary's comments
about the sense of enbarrassnment about the conditions that
we found recently in famly housing. The Secretary tal ked
about it froma resource perspective. | can assure you that
the |l eadership in the Departnent has gripped this issue, and
the services have done things, |like make sure that a | eader
goes and visits each and every individual's hone so that we
have a personal hands-on view of the conditions under which
our men and wonen are |iving.

And when the Secretary tal ks about a | eadership

chall enge, it's very sinple what happened. W contracted
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out for famly housing, sone years ago, and a gap grew

bet ween | eadership and the contractor. And that shoul d not
be the case. Leadership should be decisively engaged in the
overseei ng of those contracts, and, nore inportantly, should
be decisively engaged in the chall enges that our nen and
wonen have in fam|ly housing.

And so, there is a resource issue that you spoke about,
there is a human elenent to it, which is the nmen and wonen
in those houses, but there's also the inportant |eadership
poi nt that the Secretary nentioned, and that is, neking sure
that our | eaders are, in fact, decisively engaged in all
aspects of our nen and wonen's lives; in particular, the
housi ng.

Senat or Jones: Geat. Thank you both.

And the resources -- |'massum ng you' re tal king about
our mlitary and the various | eaders on the bases getting to
the bottomof this and trying to correct it. But, |I'm
hopi ng that the resources to actually correct these problens

are going to be borne by these conpanies who are naking the

profits.

M. Shanahan: And that's my concern, is -- we'll
identify the issues, and then we'll say we'll fix them and
it'll take too long. W need to fix themquickly. And if

it means getting extra resources, these conpanies, they need

to find a way to do that.
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Senator Jones: All right. Thank you. There's nothing
in the budget, though, that we -- that we're looking at to
budget to actually fix the resources, as opposed to first
| ooking to the contractors. |Is that -- would that be fair?

M. Norquist: W are, first, looking to the
contractors to do it. W have resources in the budget,
shoul d the conmttee want to address additional things, but
the contractors are the one responsible for delivering the
service at the rate they were funded.

Senator Jones: All right, great.

Secretary Shanahan, I'mreally interested in additiona
funding in the budget for hypersonics and directed-energy
prograns. A lot of that work is going on in ny State, up in
Huntsville. Are you anticipating any new prograns or nore
funding for existing prograns in those areas?

M. Shanahan: Well, this budget has a sizable increase
in hypersonics, and then we continue to doubl e down on
directed energy. Mst of the focus in directed energy is to
get a formfactor so we can operationally depl oy these
concepts. But, you'll continue to see nore and nore funding
goi ng towards these technol ogi es.

Senator Jones: Geat. WlIl, thank you very nuch.

M. Chairman, thank you very much for the tine.

Chai rman | nhofe: Thank you, Senator Jones.

Senat or W cker.
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Senat or Wcker: Thank you very nuch.

CGeneral Dunford, thank you so much for being here, and
t hanks for dropping by and chatting with us the other day at
nmy office.

Let ne ask you about LHAs and LPDs. There's pressure
to build a fleet better able to face Chinese and Russi an
precision mssiles. The Navy, therefore, appears to be
reducing its investnment in warships, |ike LPDs, big-deck
anphi bs, and aircraft carriers, to free up noney for nore
of fensi ve weaponry on smaller surface ships, submarines, and
aircraft. Additionally, noving the build of the new
anphi bi ous ships into the future would |ikely delay the
Navy's ability to reach its goal of 38 anphi bi ous ships from
the current |evel of 32.

General, does the Marine Corps still have a stated need
for 38 anphi bi ous ships, as indicated in the Navy's force-
structure assessnment? How many anphi bs do we have in the
inventory today? And do you foresee elimnating Marine
Corps core m ssion of anphibious operations at any point in
the near future?

General Dunford: Senator, the requirenment you
identified, of 38, is still the requirenent. | went back
after our conversation, to just check to nake sure what the
facts were. The requirenent is 38. The 355-ship program of

record that was submitted | ast year, | think they' re working
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m nor adjustnents, but there's still a cardinal direction of
the Navy. And the issue with the anphib ships inside of
this programwas an i ssue of sequencing. They -- the Navy
put a higher priority on other platfornms during this period
of time, but did not walk away fromthe requirement or the

| ong-term plan to have those ships in place.

Senator Wcker: Now, in ternms of facing the Chinese
and Russian threat, just informthe public, through the
mechani sm of this hearing, how the anphibs fit into that.

General Dunford: Senator, it's critical for us to be
able to project power in the context of China, and to seize
-- one of the traditional mssions of the Marine Corps is
sei zi ng advanced naval bases. And if you |look at the island
chains and so forth in the Pacific as platforns from which
we can project power, that would be a -- an historica
m ssion the Marine Corps has, and one that is very rel evant
in the China scenario.

Senator Wcker: Projecting power with nmari nes being
transported by these anphi bs.

General Dunford: That is correct, Senator.

Senat or Wcker: Right.

Secretary Shanahan, | ast year Congress appropriated
consi derabl e funds toward both LHA-9 and LPD 31, yet those
two ships were not funded in this year's budget request. W

just heard General Dunford's answer. So, why did the
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Departnent withhold funding for LHA-9 and LPD-31 in this
year's budget? |If both these ships are going to be built at
some point, wouldn't you agree that we should fund themin
the nost cost-effective manner? And were both the Navy and
Marine Corps in agreenment with this decision to del ay

fundi ng of the LHA-9 and LPD 317

M. Shanahan: Yeah. Senator, what | recall, in the
devel opnent of the plan, there was a -- it was a sequenci ng,
not a requirenent, issue, in ternms of -- General, you know
the -- in ternms of the -- providing the availability. Yeah.

General Dunford: You know, Senator, the issue -- when

they | ooked at all the noney that was available to the Navy,
and they | ooked at the shipbuilding plan, they prioritized
other platforns within this program over those two
anphi bi ous shi ps, and they noved those two anphi bi ous shi ps
outside the program w t hout adjusting the requirenent.

Senat or Wcker: GCkay. So, the requirenent's there,
but the sub-part of ny question about the efficiency of
building themin the nost cost-effective and efficient
manner, would you -- either of you care to coment on that?
Wuldn't it make sense to do it in the nost efficient
manner ?

M. Shanahan: It woul d.

Senat or Wcker: And what has been proposed is not

necessarily that, is it?
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M. Shanahan: | can't speak to the specific --

Senator Wcker: Could you, General Dunford?

General Dunford: Not with regard to what the
difference would be in the cost of the ship or the
efficiency within the program as opposed to outside the
program | can't talk to that, Senator. But, we can get
back to you on that specific question

[ The information referred to foll ows:]

Senat or Wcker: Ckay.

Thank you very much. Appreciate it.

Chai rman I nhofe: Thank you, Senator W cker.

Senator -- yeah, Senator Manchin. | believe -- yeah
he was here first. Yeah. Senator Manchin.

Senat or Manchin: Thank you, M. Chairman.

And thank all of you. I'mso sorry. W get --

sonetimes we get shortchanged here and we have to go to

different neetings. And I'm handling an Energy neeting now.

But, | just wanted to thank you all so nuch
And so, Secretary Shanahan, as you know, State-owned

Nati onal GQuard facilities that cause PFAS contamnm nation do

106

not have access to defense environnental restoration dollars

i ke Active Duty bases do. And Senator G llibrand had a

situation simlar to what | had in Martinsburg. And | think

you're famliar with both of those. So, | think ny question

woul d be -- National Guard units use the sanme firefighting
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foamthat the Active conponents use. The training is often
the sane. It nmakes no sense for the National Guard to not

have access to these dollars. So, would you be supportive

of a simlar anmendnent this year if we could get access to

t hen?

M. Shanahan: Yes, | woul d.

Senat or Manchin: Okay. And you' ve been brought up to
speed on that.

M. Shanahan: |'mnot totally up to speed on that
particul ar --

Senat or Manchin: W'd love to -- if we could -- you
tell us who to designate in your -- on your staff, and we'd
| ove to bring you up to speed, because it would be very
hel pful, because it's really been detrinental to the
communi ty.

The President's budget request is sonething | wanted to
go over. A conbination of energency funds as well as other
budget shell ganmes. You gave us an $8.6 billion -- | think
you all m ght have touched on this. What we're | ooking at
is a holistic approach of how we're able to secure our
border and, really, the immgration challenges we have. Do
you all know how many of the -- naybe you have this -- as
far as the DACA -- sone DACA children that are involved in
mlitary, do you have a -- do you have any idea? That would

-- it would be helpful to us if we could find out how many
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of these young people are participating in defendi ng our
country that are asking to be considered as being avail abl e
to be a citizen of our country. | think it would be quite
appropriate for us to be able to know that.

[ The information referred to foll ows:]

Senat or Manchin: Again, a big thing with ne, when
Senator -- God rest his soul -- Senator McCain was here, is
the audit. And you m ght have touched on this, and ny
question m ght have been asked. |If there's sonething on the
audit that you can give ne an update on where we are and
what your intentions are and how we can get a conplete audit
of the Departnent of Defense, would be very, very, very
hel pful .

M. Norquist: Senator, |I'm always happy to give an
update on the audit for you.

Senat or Manchin: Okay.

M. Norquist: So, we've started the second. W' ve
conpleted the first-year audit. W received over 2,300
findings. W have corrective action plans that each of the
services are devel oping to address those. The mmjor areas
of focus this year are, particularly, inventory, information
technol ogy, and real property. Those services will be
executing those. The auditors have already started the
second audit. They don't wait. They cone right back and

begin the next year. They'll be testing the progress on
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those and we'll -- | think we do tw ce-a-year updates to the
committee staff, and we expect the reports to be conpl eted
and delivered to us, on the second-year audit, on Novenber
15t h.

Senat or Manchin: The other thing | need to know and
have nore information, whoever would be responsible for, is
the procurenment, how we are -- the procurenents we handl e,

t he changes that have been made in procuring, you know, all
the different types of anecdotes and j okes have been made
about how we buy things and what we pay for things, and
things of that sort. 1'd like to be able to go back to the
citizens of West Virginia and say that we are investing the
noney properly. They have total support -- they have given
total support for the mlitary. They want to nake sure that
we're using the resources in the nost prudent way.

M . Shanahan: Senator, we'd be happy to put together
for you to be able to share: here's how we' ve been saving
noney, here's where we've been saving noney, here are our
pl ans to save even nore.

[ The information referred to follows:]

Senat or Manchin: The other thing, Secretary Shanahan,
is on the F-15X, if you could explain to ne alittle bit
about that. |If the experts in air conbat in the Air Force
identify a need for the F-15X, then what does OSD know t hat

the Air Force doesn't about the future threat environnent?
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M. Shanahan: Ch, yeah, let nme address that. So, ny
responsibility in pulling together the budget is to neke
sure we identify what are the threats and canpai gns that we
need to structure, develop, do force design and force
devel opnent. The services, the joint staff, and the cost
assessnment and performance eval uati on organi zations then do
the analysis. So, | can ask the Chairman on what the
reconmendation, in ternms of mx of tactical aircraft.

General Dunford: Senator, | spoke at length with the
Chief of Staff of the Air Force and others on this issue.
And so, | can give you the franmework for making the
deci si on.

Senat or Manchin: Sure.

General Dunford: First, the primary aircraft of the
future for the Air Force is the F-35. And they're not
wal ki ng back off that programor the inportance of the F-35
program But, as they |ooked over the next several years,
they had two problens. They had, one, capability
represented by the fifth-generation aircraft, the F-35, and
then they had capacity issue, both nunmbers of aircraft plus
t he amobunt of ordnance that could be carried by those
aircraft. And then they had the F-15C, which was agi ng out
in the 2027-2028 period. So, within the next 5 or 10 years,
the best solution was to go to the F-15 -- it's called EX --

platformto backfill the F-15. Eventually, we'll get to an
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all-F-35 program But, fromboth a cost perspective and a
capacity perspective, this particular mx of aircraft, for
the near term was determined to be the right m x of
aircraft. So, again, not wal king off the fifth generation,
but the near term need that conbination of a fourth
generation and a fifth generation to generate capacity. And
| would add that the F-15X is slightly | ess expensive from
-- for procurenent than the F-35, but it's nore than 50-
percent cheaper to operate over tinme, and it has tw ce as
many hours, in ternms of howlong it |asts.

Chai rman I nhofe: Thank you, Senator Manchin

Senat or Kai ne.

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

And thank you, to the wi tnesses, for your testinony and
servi ce.

| was late to the hearing today because Secretary Esper
asked nme to acconpany himto Fort Belvoir to visit with
mlitary famlies about the housing issues. And |I've got to
tell you, I did a visit on Norfol k Naval Base |ast Friday,
so ny expectations were pretty darn |l ow, but |I'mjust
stunned after talking to these famlies. The physica
condition of their units -- nold, water danage; poor, shoddy
construction; poor, shoddy repairs -- the lack of
responsi veness, that they can't get response fromthe

housi ng conpanies, that they're told, when they go to chain
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of conmand, "W don't do this anynore. W don't have any
responsibility,"” that, when they do get a response, the
quality of the repair work done both by the naintenance
connected with the conpanies or contractors they conme up
with is atrocious.

But, then what | really heard about today was the
nunber of people who are getting sick. Hospitalizations,
famlies being forced to nove out of units for significant
amount of time as their units are being repaired so that
they can be habitabl e, carbon nonoxi de, CO2 nonitors going
of f, and people being told, "It's fine, you can nove back
in," but not being told what was wong that was causi ng
there to be CO2. A 10-year-old girl, nother just told ne
this at -- within the last hour, m ssed 45 days of schoo
| ast year -- that's one-quarter of the school year --
because of respiratory problens caused by nold in the unit.

And so, | know that you're focused on this, but | just
got to say, as the father of a marine, as sonebody who is in
a State that's heavily mlitary, it was just absolutely
depressing, the physical conditions. And we've got to have
bot h housing conpanies that will inprove and a mlitary that
will fix. | have been pointing out, nobody enlisted to be a
tenant of Lincoln housing. They enlisted to be a marine or

an airman or -wonan, or a solider or a sailor. And so, it's

the mlitary that's got to fix it.
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| want to focus on the energency issue. Secretary
Shanahan, ny reading of Title 10, Section 2808, is that the
Presi dent can continue to use unobligated M LCON dollars for
the duration of the enmergency. So, having declared an
enmer gency, unless Congress rebuts that, as long as the
President says they're in an energency, we basically are put
-- tapping the spigot into the MLCON budget for this budget
year and future budget years until the enmergency is declared
over. |Is that your understanding of the section?

M . Shanahan: Yeah, ny understanding is, as long a
there's a declaration of energency, that is an authority
that goes along with the declaration

Senator Kaine: So, | just want to nake plain to
everybody what we're voting on this afternoon. W're voting
on an energency declaration that, until this President says
there's not an energency, it is a spigot tapped into the
M LCON budget that can allow not only 2019 funds, but 2020
funds, 2021, future funds, to be pulled out of the M LCON
budget, at the President's discretion -- in ny view, counter
to the appropriations powers of Congress.

Secretary Shanahan, | wote you a letter on February 15
asking you for information about M LCON projects --
unobl igated M LCON projects that could be affected by the
President's energency declaration. M understanding is, the

commttee staff has been repeatedly in contact with your
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office on the same thing. | was not here, but | understand
that you conmtted to Senator Reed that you will get him
that list today. |Is that correct?

M . Shanahan: That is correct.

Senat or Kaine: Okay. | got to tell you, | fee
conmpl etel y sandbagged.

M. Shanahan: Yeah.

Senat or Kai ne: The service secretaries have had that
list. They' ve had the list. The service secretaries have
been willing to share the list of their unobligated M LCON
projects. So, you're going to send it to us today, after
the vote on the energency decl aration?

M. Shanahan: Yeah.

Senat or Kai ne: Menbers of the Senate are entitled to
know from where these M LCON nonies will be pulled.

M . Shanahan: R ght.

Senat or Kaine: And the fact that you conme here today
and say you'll nowgive it to us, right after the vote this
afternoon? Your service secretaries and chiefs have had
these lists, and, when we've asked themto send themto the
commttee, they' ve said, "W can't, without the perm ssion
of the SECDEF." So, were they only available in the | ast
hal f - hour ?

M. Shanahan: No, the -- well, first of all, Senator,

| think the situation is being m srepresented. There has
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1 not been a deliberate attenpt to withhold any information to
2 this commttee.

3 Senator Kaine: Let ne state this to you. The staff

4 has been reaching out to the service secretaries and saying,

5 "Send us the list of unobligated MLCON projects.”

6 M. Shanahan: Right.

7 Senat or Kaine: They have been told that they cannot do
8 that --

9 M. Shanahan: Yeah

10 Senator Kaine: -- it has to cone through the OSD

11 M. Shanahan: Right. Right.

12 Senator Kaine: And you' re now going to produce that

13 list today, after we have a vote at 1:45? This information
14 is highly relevant to the Senators who are voting on this

15 emer gency decl aration, because the question is, Should a

16 President be able to declare a nonmlitary enmergency --

17 that's the what the mlitary has testified -- and then

18 ransack the Pentagon budget for $6.1 billion? | think we're
19 entitled to know where the noney m ght cone from especially
20 since you've just said this is a nultiyear declaration that

21 opens up a spigot into the MLCON budget. | don't think you
22 giving us that |ist today, after the vote --

23 M. Shanahan: Right.

24 Senat or Kai ne: -- when we've been asking for it for a

25 nonth, is a good-faith response to the requests of this
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conmittee.

M . Shanahan: Yeah.

Senator Kaine: Now, tell nme if |I'mm srepresenting
what's goi ng on.

M . Shanahan: Throughout this process of the energency
declaration -- and | just have to say, this is not sonething
we do every day -- fromthe very start, we have worked to be
100- percent transparent with Congress. 100 percent.

Senat or Kaine: | agree you don't do an energency
decl aration every day, but, every day, you have a |list of
unobl igated M LCON projects, don't you?

M. Shanahan: Well, | think the list -- we've al ways
had a list of -- that's how we keep book -- | mean, it's not
i ke we don't have a list of projects.

Senat or Kai ne: But, why wouldn't you -- why woul dn't
you -- why wouldn't your services share those with the
conmttee --

M . Shanahan: R ght.

Senat or Kaine: -- after continuing requests fromthe
conmittee?

Chai rman I nhofe: Senator Kaine, your tinme is |long
expired. And | know the passion that you feel right now,
but we are adjourned.

Senator King: Chairman, | had a couple of follow up

guesti ons.
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Chai rman Inhofe: Well, | know you did.

Senator King: Are we adjourned?

Chai rman I nhofe: You know, | have to say this about
Senator King. And I say this in front of all ny -- well,
they're gone now. O all the nenbers, Denocrat and
Republ i can, you are the one who has been the nost
responsi bl e, you' ve been to every single neeting. No one
el se can say that. And | -- even though it would be a
violation of what we're going to do, if you want to have --
"Il withdraw that just |ong enough for you to do one
question. Only because it's you. Got it?

[ Laught er. ]

Senator King: Al right. One conment and one

questi on.
The coment is, | want to conplenent M. Norquist for
the work that he's done. | failed to do that before. Doing

-- working through the audit process for the Defense
Departnent is a hercul ean task, and you were -- enbarked on
it well and truly, and | conplinent you on that. | qualify
that alittle bit by the invention of the phrase today "OCO
for base.” That's like "rabbit for bicycle.” | nean, those
two things aren't really consistent.

My foll owp question, M. Secretary. Based upon all
this discussion -- and |I'm honestly confused. M father

used to say, "You -- the Pentagon is the only building in
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America you can drive straight toward and it keeps getting
further away."

[ Laughter.]

Senator King: And | feel alittle bit |ike that today.

Is it your testinony that 2019 mlitary construction
proj ects that were authorized and appropriated for are off
the table, or are they only off the table if they're
obl i gated before Septenber 30th?

M . Shanahan: Right.

Senator King: Fairly straightforward question.

M. Norqui st, perhaps you can answer.

M. Norquist: Senator, it's the award day. Wat we
are looking at in prioritizing is contracts that award

later. So, if you --

Senator King: So, if a -- there's a project in the
2019 bill that hasn't been awarded, it's on the -- it's
potentially on the chopping block. 1Is that correct?

M. Norquist: That is correct.
Senat or King: Thank you.

Thank you, M. Chair.

Chai rman I nhofe: Thank you very nuch.
We are adj ourned.

[ Wher eupon, at 11:51 a.m, the hearing was adjourned.]
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