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FISCAL YEAR 2014 NATIONAL DEFENSE AUTHORIZA-
TION BUDGET REQUEST FROM THE DEPARTMENT OF
DEFENSE

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ARMED SERVICES,
Washington, DC, Thursday, April 11, 2013.

The committee met, pursuant to call, at 10:00 a.m., in room
2118, Rayburn House Office Building, Hon. Howard P. “Buck”
McKeon (chairman of the committee) presiding.

OPENING STATEMENT OF HON. HOWARD P. “BUCK” MCKEON,
A REPRESENTATIVE FROM CALIFORNIA, CHAIRMAN, COM-
MITTEE ON ARMED SERVICES

The CHAIRMAN. Committee will come to order.

Good morning, ladies and gentlemen. The House Armed Services
Committee meets today to receive testimony on the fiscal year 2014
budget request for the Department of Defense. I want to welcome
Secretary Hagel to his first appearance with us.

We are happy to have you here, Mr. Secretary.

Secretary HAGEL. Mr. Chairman.

The CHAIRMAN. General Dempsey, thank you for being here, and
Secretary Hale. We appreciate all of you and the great work that
you do for our Nation.

Our job on this committee is to weigh inputs from senior military
leaders so that we may fulfill our constitutional obligation to pro-
vide for the common defense. Two months ago, General Dempsey
told this committee that the military could not absorb any further
cuts without jeopardizing the missions that we ask of them. Today
I hope to hear how the President’s budget, which asks for another
$120 billion out of defense, will impact our military posture and
readiness.

Specifically, I would like to hear which missions we must now
abandon, reduce, or cancel outright to comply with the President’s
budget, because I don’t see the world getting safer, in fact, as re-
cent events in North Korea, Iran, Syria, Africa attest. In fact, even
as our forces draw down in Afghanistan, we are negotiating an
agreement to maintain an enduring presence in that nation, which
I strongly support.

I am also curious why, after three rounds of cuts to our Armed
Forces in as many years, our troops are again being asked to pay
the bill for out-of-control spending in Washington.

Carl Vinson, for whom this room is named, said a country does
not need a navy of one strength when she is prosperous and a navy
of another size when there is an economic depression. I believe that
sentiment applies to all of our Armed Forces. It was true when
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Vinson said it during the Great Depression, and it is true today
during the great recession.

With that in mind, the budget we received asks us to take an-
other $120 billion from the military and offers no solutions to re-
pair the damage being done by sequestration this year. This is not
simply a 2017 problem. I hope to hear how we can resolve the stark
differences between the President’s budget request and the Presi-
dent’s national security strategy.

Margaret Thatcher, who we lost this week, said during her time
as prime minister the defense budget is one of the very few ele-
ments of public expenditure that can truly be described as essen-
tial. Our charge is to provide that essential security to the Amer-
ican people and by doing so assure our allies. I look forward to our
witnesses’ insights as we move forward through this hearing.

Mr. Smith.

[The prepared statement of Mr. McKeon can be found in the Ap-
pendix on page 67.]

STATEMENT OF HON. ADAM SMITH, A REPRESENTATIVE FROM
WASHINGTON, RANKING MEMBER, COMMITTEE ON ARMED
SERVICES

Mr. SMITH. Thank you, Mr. Chairman, and thank you for this
hearing. And also thank you for your great leadership on the ques-
tion of our budget and national security. It has been a very chal-
lenging time, and I think you have done an excellent job of bring-
ing attention to those challenges and to what it is doing to our de-
fense budget and to our ability to provide national security. I ap-
preciate the hearings and your leadership, and I certainly thank
our witnesses today.

Secretary Hagel, welcome to your first House committee hearing.
We appreciate you taking the job. Not an easy time to do it.

General Dempsey, you have been here many times before, I ap-
preciate your leadership.

Under Secretary Hale is the guy who has to try to figure out the
money. You have had a fascinating job the last couple of years.

Because as is obvious, we have many national security chal-
lenges. Certainly we have been out of Iraq for a couple of years
now, we are drawing down in Afghanistan, but Afghanistan re-
mains, the challenges of the Afghanistan-Pakistan region remain.
We have all heard what North Korea is up to, what Iran is up to.
Al Qaeda is still out there in many places, in Yemen, in Somalia,
growing in Mali. It is not like we have reached the point where you
can think about anything approaching a peace dividend, where our
national security challenges have somehow lessened in the last cou-
ple of years. They have changed in some ways, but they are still
great and still require a very thoughtful and comprehensive re-
sponse to protect the national security interests of this country.

At the same time, our budget is a mess. You have to meet all
of what I just described without even knowing within tens of bil-
lions, if not hundreds of billions of dollars how much money you
are going to have from year to year.

Now I will disagree slightly with the chairman on the fact that
somehow the President’s budget is what is reflective of that chal-
lenge. It is really all of us, it is Congress. Congress passed seques-
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tration, allowed it to happen. The President, yes, signed it. All
three, House, Senate, President, have got to come together to ad-
dress our long-term budget challenges so that at a minimum we
can give not just the Department of Defense, but our entire govern-
ment some stability so they have some idea from month to month
how much money they are going to have. Your ability to plan is
just destroyed when in January we say, well, we are delaying se-
questration for 2 months, we hope we will fix it, in March it hits,
and now we sit here in April trying to absorb it and wondering if
it is going to continue into 2014.

So let me just close by saying, I don’t think it is any one party’s
fault, President, House, Senate, but all three pieces of the puzzle
have got to come together and recognize that absent a clear, long-
term decision we are having a devastating impact on many aspects
of the government, but certainly on our national security, which is
supposed to be paramount. We cannot plan any strategy when we
do not know how much money we are going to have from month
to month.

So, again, I applaud the chairman for urging that same reconcili-
ation to come together, and I look forward to working with him to
find a solution to that. And today I look forward to hearing from
our witnesses about how they are going to deal with those chal-
lenges. Because make no mistake about it, as challenging as that
all is, we will deal with it. We will make the decisions, we will pro-
tect this country. We have certainly faced tougher times in the past
and came through it. It is a challenge, but we will meet it, and I
look forward to hearing from our witnesses today about their plans
to do just that.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Smith can be found in the Ap-
pendix on page 69.]

The CHAIRMAN. Mr. Secretary.

STATEMENT OF HON. CHUCK HAGEL, SECRETARY OF
DEFENSE, U.S. DEPARTMENT OF DEFENSE

Secretary HAGEL. Chairman McKeon, Ranking Member Smith,
members of the committee, thank you for this opportunity to dis-
cuss the President’s fiscal year 2014 budget request for the Depart-
ment of Defense.

Allow me to express my appreciation also to this committee for
its continued support for our men and women in uniform and our
entire civilian workforce. These people are doing tremendous work,
and they are making great sacrifices, along with their families, as
they have for more than 11 years. Eleven years our Nation has
been at war. Whether fighting in Afghanistan, patrolling the
world’s sea lanes, standing vigilant on the Korean Peninsula, sup-
plying our troops around the world or supporting civil authorities
when natural disasters strike, they are advancing America’s inter-
ests at home and abroad. Their dedication and professionalism are
the foundation of our military strength. As we discuss numbers,
budgets, and strategic priorities, we will not lose sight of these men
and women serving across the globe.

As you all know so very well, their well-being depends on the de-
cisions that we all make here in Washington. Today, the Depart-
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ment of Defense faces the significant challenge of conducting long-
term planning and budgeting at a time of considerable uncertainty,
both in terms of the security challenges we face around the world
and the levels of defense spending we can expect here at home.

Even as the military emerges and recovers from more than a dec-
ade of sustained conflict in Iraq and Afghanistan, it confronts an
array of complex threats of varying vintage and degrees of risk to
the United States. These include the persistence of violent extre-
mism throughout weak states and ungoverned spaces in the Middle
East and North Africa; the proliferation of dangerous weapons and
materials; the rise of new powers competing for influence; the risk
of regional conflicts which could draw in the United States; face-
less, nameless, silent, and destructive cyber attacks; the debili-
tating and dangerous curse of human despair and poverty, as well
as the uncertain implications of environmental degradation.

Meanwhile, the frenetic pace of technological change and the
spread of advanced military technology to state and nonstate actors
pose an increasing challenge to America’s military.

This is the strategic environment facing the Defense Department
as it enters a third year of flat or declining budgets. The onset of
these resource constraints has already led to significant and ongo-
ing belt tightening in the military. That is military modernization,
our force structure, personnel costs and overhead expenditures. It
has also given us an opportunity to reshape the military and re-
form defense institutions to better reflect 21st century realities, as
I outlined in the speech last week at the National Defense Univer-
sity.

The process began under the leadership of Secretary Gates, who
canceled or curtailed more than 30 modernization programs and
trimmed overhead costs within the military services and across the
defense enterprise. These efforts reduced the Department’s topline
by $78 billion over a 5-year period, as detailed in the Department’s
fiscal year 2012 budget plan.

The realignment continued under Secretary Panetta, who worked
closely with the President and the Joint Chiefs of Staff to craft new
defense strategic guidance and a fiscal year 2013 defense budget
plan which reduced the Department’s topline by $487 billion over
the course of a decade.

The President’s request of $526.6 billion for the Department of
Defense’s base budget for fiscal year 2014 continues to implement
the President’s defense strategic guidance and enhances the De-
partment’s efforts at institutional reform. Most critically, it sus-
tains the quality of the All-Volunteer Force and the care we pro-
vide our service members and their families, which again, as you
all know, underpins everything we do in this organization.

Before discussing the particulars of this budget request, however,
allow me to address the profound budget problems facing the De-
partment in fiscal year 2013 and beyond as a result of sequester.
These challenges have significantly disrupted operations for the
current fiscal year and greatly complicated efforts to plan for the
future. The Congress and the Department of Defense have a re-
sponsibility, an absolute obligation, to work together to find these
answers because we have, all of us, a shared responsibility, as the
chairman and the ranking member have noted, to protect our na-
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tional security. DOD [Department of Defense] is going to need the
help of this committee and Congress to help manage through this
uncertainty.

The fiscal year 2013 DOD appropriations bill enacted by the Con-
gress last month addressed many of these urgent problems by allo-
cating DOD funding more closely in line with the President’s budg-
et request, giving the Department authorities to start new pro-
grams and allowing us to proceed with important military construc-
tion projects. Nonetheless, the bill still left in place the deep and
abrupt cuts associated with sequester, as much as $41 billion in
spending reductions over the next 6 months.

Military pay and benefits are exempt from sequester, and we
made a decision to shift the impact of sequester away from those
serving in harm’s way. That means the cuts fall heavily on DOD’s
operations, maintenance, and modernization accounts that we use
to train and equip those who will deploy in the future. Further-
more, the military is experiencing higher operating tempos and
higher transportation costs than expected when the budget request
was formulated more than a year ago.

As a result of all these factors, the Department is now facing a
shortfall in our operation and maintenance accounts for fiscal year
2013 of at least §)22 billion in our base budget for Active forces. In
response, the Department has reduced official travel, cut back
sharply on facilities maintenance, imposed hiring freezes, and halt-
ed many other important but lower priority activities. However, we
will have to do more. Large, abrupt, and steep across-the-board re-
ductions of this size will require that we continue to consider fur-
loughing civilian personnel in the months ahead.

The cuts will fall heavily on maintenance and training, which
further erodes the readiness of the force and will be costly to regain
in the future. And I know General Dempsey will address some of
this in particular.

As the service chiefs have said, we are consuming our readiness.
Meanwhile, our investment accounts in the defense industrial base
are not spared damage as we also take indiscriminate cuts across
the areas of this budget.

We will continue to need the strong partnership of this com-
mittee to help us address these shortfalls. If the sequester-related
provisions of the Budget Control Act of 2011 are not changed, fiscal
year 2014 funding for national defense programs will be subject to
a steeply reduced cap, which would further cut DOD funding by
roughly $52 billion. And if there is no action by the Congress and
the President, roughly $500 billion in reductions to defense spend-
ing would be required over the next 9 years.

As an alternative, the President’s budget proposes some $150 bil-
lion in additional defense savings over the next decade. These cuts
are part of a balanced package of deficit reduction. Unlike seques-
ter, these cuts are largely backloaded, occurring mainly in the
years beyond fiscal year 2018, which gives the Department time to
plan and implement the reductions wisely and responsibly, an-
chored by the President’s defense strategic guidance.

The President’s $526.6 billion fiscal year 2014 request continues
to balance the compelling demands of supporting troops still very
much at war in Afghanistan, protecting readiness, modernizing the
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military’s aging weapons inventory and keeping with the Presi-
dent’s strategic guidance, and sustaining the quality of the All-Vol-
unteer Force. Today’s budget request also contains a placeholder
request for overseas contingency operations, OCO, at the fiscal year
2013 level, which is $88.5 billion. This submission does not include
a formal OCO request because Afghanistan force level and deploy-
ment decisions for this year were delayed in order to provide com-
manders enough time to fully assess requirements. We will soon be
submitting an OCO budget amendment with a revised spending
level and account level detail.

The following are the major components of the fiscal year 2014
$526.6 billion base budget request. Military pay and benefits, in-
cluding TRICARE and retirement costs, $170.2 billion; that rep-
resents 32 percent of the total base budget. Operating costs, includ-
ing $77.3 billion for civilian pay, total $180.1 billion, representing
34 percent of the total budget. Acquisitions and other investments,
procurement, research, development, tests and evaluation, and new
facilities construction, which represents 33 percent of the budget at
$176.3 billion.

The budget presented today at its most basic level consists of a
series of choices that reinforce each of the following complementary
goals. Making more disciplined use of defense resources. This budg-
et continues the Department’s approach of the last several years to
first target growing costs in areas of support, acquisition, and pay
and benefits before cutting capabilities and force structure. In
order to maintain balance and readiness, the Department of De-
fense must be able to eliminate excess infrastructure as it reduces
force structure. DOD has been shedding infrastructure in Europe
for several years, and we are undertaking a review of our European
footprint this year.

But we also need to look at our domestic footprint. Therefore, the
President’s fiscal year 2014 budget requests authorization for one
round of base realignment closure, BRAC, in 2015. BRAC is a com-
prehensive and fair tool that allows communities a role in reuse de-
cisions for the property and provides redevelopment assistance.

BRAC is imperfect. It is an imperfect process. And there are up-
front costs for BRAC. The future year defense program adds $2.4
billion to pay for those costs. But in the long term, there are sig-
nificant savings. The previous five rounds of BRAC are saving $12
billion annually, and those savings will continue.

We are also taking other important steps to cut back on support
costs. We will institute a study of our military treatment facilities,
including many hospitals and clinics that are currently underuti-
lized. By the end of the year, we will have a plan in place that sug-
gests how to reduce that underutilization while still providing high
quality medical care for all of our forces and their families. This re-
structuring, coupled with a BRAC round and other changes, would
permit us to plan on a cut in our civilian workforce that will com-
ply with congressional direction.

We are also continuing our successful efforts to hold down mili-
tary health costs. With the Department’s proposed TRICARE ben-
efit changes, our projected costs for fiscal year 2014 are about 4
percent lower than those costs in fiscal year 2012. That is a signifi-
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ca(lint turnaround compared to healthcare trends over the past dec-
ade.

Another important initiative is our effort to improve the Depart-
ment’s financial management and achieve auditable financial state-
ments. I strongly support this initiative and will do everything I
can to fulfill this commitment and the promises we have made to
the Congress and the American taxpayer.

These and many other changes led to total savings of about $34
billion in fiscal year 2014 to 2018, including $5.5 billion in fiscal
year 2014. However, we are concerned that these savings for more
disciplined use of resources could be eroded by sequester as we are
forced to make inefficient choices and drive up costs. Today, for ex-
ample, we are being forced to engage in shorter and less efficient
contracts and sharp cuts in units’ buy sizes that will increase the
unit costs of weapons.

In this budget, the Department has achieved $8.2 billion in sav-
ings from weapons program terminations and restructuring. For
example, by revising the acquisition strategy for the Army’s
Ground Combat Vehicle, the GCV, the Department will save over
$2 billion in development costs. In other cases, the Department
used evolutionary approaches to develop new capabilities instead of
relying on leap-ahead gains in technology.

To lessen the potential impact on local communities from the re-
ductions in defense procurement, the Department is requesting an
additional $36 million in support of the Defense Industry Adjust-
ment Program.

The Department is continuing to take steps to tighten the con-
tract terms and reduce risk in our largest acquisition program, the
F-35 Joint Strike Fighter. The fiscal year 2014 budget request in-
cludes $8.4 billion for the Joint Strike Fighter program.

The cost of military pay and benefits are another significant driv-
er of spending growth that must be addressed in the current fiscal
environment. In this budget, the Department is submitting a new
package of military compensation proposals that take into consider-
ation congressional concerns associated with those from fiscal year
2013. These changes save about $1.4 billion in fiscal year 2014 and
a total of $12.8 billion in fiscal year 2014 through 2018.

This package includes a modest slowing of the growth of military
pay by implementing a 1 percent pay raise for service members in
2014. The Department is also seeking additional changes to the
TRICARE program in fiscal year 2014 to bring the beneficiary’s
cost share closer to the levels envisioned when the program was
implemented, particularly for working age retirees.

Today, military retirees contribute less than 11 percent of their
total healthcare costs compared to an average of 27 percent when
TRICARE was first fully implemented in 1996. Survivors of mili-
tary members who died on Active Duty or medically retired mem-
bers would be excluded from all TRICARE increases. Even after
the proposed changes in fees, TRICARE will remain still a substan-
tial benefit.

These adjustments to pay and benefits were among the most
carefully considered and difficult choices in this budget. They were
made with the strong support of the Joint Chiefs of Staff and sen-
ior enlisted leadership in recognition that in order to sustain these
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important benefits over the long term without dramatically reduc-
ing the size or readiness of the force, these rising costs need to be
brought under control. Spending reductions on the scale of the cur-
rent drawdown cannot be implemented through just improving effi-
ciency and reducing overhead. Cuts and changes to capabilities—
force structure and modernization programs—will also be required.
The strategic guidance issued in January 2012 set the priorities
and the parameters that informed those choices, and the fiscal year
2014 budget submission further implements and deepens program
alignment to this strategic guidance.

The new strategy calls for a smaller and leaner force. Last year
we proposed reductions of about 100,000 in military end strength
between fiscal year 2012 and fiscal year 2017. Most of those reduc-
tions occur in the ground forces and are consistent with the deci-
sion not to size U.S. ground forces to accomplish prolonged stability
operations, while maintaining adequate capability should such ac-
tivities again be required. By the end of fiscal year 2014, we will
have completed almost two-thirds of the drawdown of our ground
forces, and the drawdown should be fully complete by fiscal year
2017.

Increased emphasis on the Asia-Pacific and Middle East rep-
resents another key tenet of the new defense strategic guidance.
This budget continues to put a premium on rapidly deployable, self-
sustaining forces—such as submarines, long-range bombers, and
carrier strike groups—that can project power, project power over
great distance, and carry out a variety of missions. As part of the
rebalance to the Asia-Pacific, the Department is expanding the Ma-
rine Corps presence in the region, including rotational deployments
of Marine units to Australia. We continue to develop Guam as a
strategic hub where we maintain a rotational bomber presence,
among other capabilities.

The Department will stage its most capable forces in the region,
including an F-22 squadron at Kadena Air Force Base in Japan.
The Navy has deployed a Littoral Combat Ship to Singapore and
is increasing and more widely distributing port visits in the West-
ern Pacific. This new strategy not only recognizes the changing
character of the conflicts in which the U.S. must prevail, but also
leverages new concepts of operation enabled by advances in space,
cyberspace, special operations, global mobility, precision strike,
missile defense, and other capabilities. By making difficult trade-
offs in lower priority areas, the fiscal year 2014 budget protects or
increases key investments in these critical capabilities.

The high quality of our All-Volunteer Force continues to be the
foundation of our military strength, and the fiscal year 2014 budget
request includes $137.1 billion for military personnel, as well as
$49.4 billion for military medical care. Together, these make up
roughly one-third of our base budget. This budget seeks to ensure
that our troops receive the training and equipment they need for
military readiness and the world class support programs they and
their families have earned.

However, as in other areas of the budget, the steep and abrupt
cuts of sequester would harm these programs. Even with flat and
declining defense budgets, this budget seeks to press ahead with
the transition from a counterinsurgency-focused force to a force
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ready and capable and agile of operating across a full range of op-
erations across the globe.

The service budgets all fund initiatives that seek to return to
full-spectrum training and preparation for missions beyond current
operations in Afghanistan. The Department continues its work to
understand and quantify readiness activities as we seek to maxi-
mize our preparedness for real world missions. We do not yet know
the costs of fixing the readiness of the force following the 6 months
of sequester cuts to training in this fiscal year. Therefore these
costs are not included in the fiscal year 2014 budget.

The Department’s budget submission makes clear that people are
central to everything we do. While sequester cuts would, unfortu-
nately, counter many of these initiatives, especially for our civilian
workforce, the initiatives remain important statements of the in-
tent in this budget.

The Department continues to support key programs in fiscal year
2014 that support service members and their families, spending
$8.5 billion on initiatives that include transition assistance and
veteran’s employment assurance, behavioral health, family readi-
ness, suicide prevention, and sexual assault prevention and re-
sponse.

The fiscal year 2014 budget is a reflection of DOD’s best efforts
to match ends, ways, and means during a period of intense fiscal
uncertainty. It is a balanced plan that would address some of the
Department’s structural costs and internal budget imbalances
while implementing the President’s defense strategic guidance and
keeping faith with our men and women in uniform and their fami-
lies. It is obvious that significant changes to the Department’s
topline spending would require changes to this budget plan. The
Department must plan for any additional reductions to the defense
budget that might result from Congress and the administration
agreeing on a deficit reduction plan. It must be prepared in the
event that sequester level cuts persist for another year or over the
long term.

As a result, I directed a Strategic Choices and Management Re-
view in order to assess the potential impact of further reductions
up to the level of full sequester. The purpose of this review is to
reassess the basic assumptions that drive the Department’s invest-
ment and force structure decisions. The review will identify the
strategic choices and further institutional reforms that may be re-
quired, including those reforms which should be pursued regardless
of fiscal pressures. It is designed to help understand the challenges,
articulate the risks, and look for opportunities for reform and effi-
ciencies presented by resource constraints.

Everything will be on the table during this review: roles and mis-
sions, planning, business practices, force structure, personnel and
compensation, acquisition and modernization investments, and how
we operate, and how we measure and maintain readiness. We have
no choice. This review is being conducted by Deputy Secretary
Carter, working with General Dempsey.

The service secretaries and service chiefs, Office of the Secretary
of Defense principals, and combatant commanders are all serving
as essential participants in this review. Our aim is to conclude this
review, which is underway now, by May 31st. The results will in-
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form our fiscal year 2015 budget request and will be the foundation
for the Quadrennial Defense Review due to Congress in February
of next year. It is already clear to me that achieving significant and
additional budget savings without unacceptable risk to national se-
curity will require not just tweaking or chipping away at existing
structures and practices, but, if necessary, fashioning entirely new
ones that better reflect 21st century realities. That will require the
partnership of Congress.

The fiscal year 2014 budget and the ones before it have made
hard choices. In many cases, modest reforms to personnel and ben-
efits, along with efforts to reduce infrastructure and restructure ac-
quisition programs, met fierce political resistance and were not im-
plemented. We are now in a different fiscal environment, dealing
with new realities that will force us to more fully confront these
tough, painful choices and to make the reforms we need to put this
Department on a path to sustain our military strength for the 21st
century. But in order to do that, we will need flexibility, time, and
some budget certainty. We will also need to fund the military capa-
bilities that are necessary for the complex security threats of the
21st century.

I believe the President’s budget does that. With the partnership
of Congress, the Defense Department could continue to find new
ways to operate more affordably, efficiently, and effectively. How-
ever, multiple reviews and analysis show that additional major
cuts, especially those on the scale and timeline of sequestration,
would require dramatic reductions in core military capabilities or
the scope of our activities around the world. As the executive and
legislative branches of government, we have a shared responsibility
to ensure that we protect our national security and America’s stra-
tegic interests. Doing so requires that we make every decision on
the basis of enduring national interests and make sure every policy
is worthy of the service and sacrifice of our service members and
their families.

Mr. Chairman, thank you.

[The prepared statement of Secretary Hagel can be found in the
Appendix on page 71.]

The CHAIRMAN. Thank you Mr. Secretary.

General Dempsey.

STATEMENT OF GEN MARTIN E. DEMPSEY, USA, CHAIRMAN,
JOINT CHIEFS OF STAFF

General DEMPSEY. Thank you, sir.

Chairman McKeon, Ranking Member Smith, distinguished mem-
bers of the committee, I welcome this opportunity to update you on
the United States Armed Forces and to comment on the budget
proposal for fiscal year 2014.

Obviously, this hearing comes at a time of extraordinary uncer-
tainty. As resources decline, risks to our national security rise. It
is in this context that I offer my perspective on how we can work
together to sustain a balanced and peerless joint force.

One thing is certain: Our men and women in uniform are stead-
fast in their courage and in their devotion to duty. I saw it recently
in their eyes in Afghanistan and when I had the honor of re-
enlisting 10 of them this past Sunday at Bagram Airfield.
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In Afghanistan, our forces are simultaneously fighting,
transitioning, and redeploying. The Afghan military will soon take
operational lead for security across the country. As they gain con-
fidence, so, too, do the Afghan people. The coalition will remain in
support as we transition to a sustainable presence beyond 2014. At
every point along the way we must make sure that our force levels
match the mission.

Our joint force has been vigilant elsewhere as well. We are deter-
ring aggression and assuring our allies in the face of provocation
by both North Korea and Iran. We are working with our inter-
agency partners to defend against cyber attack. We are acting di-
rectly and with partners to defeat Al Qaeda. We are rebalancing
to the Asia-Pacific and adapting our force posture to a new normal
of combustible violence in North Africa and the Middle East. We
are also working with others to keep Syria’s complex conflict from
destabilizing the region. We are ready with options if military force
is called for, and can, and if military force can be used effectively,
to secure our interests without making the situation worse.

We must also be ready with options for an uncertain and dan-
gerous future. This budget was purpose built to keep our Nation
immune from coercion. It aims to restore versatility to a more af-
fordable joint force in support of our defense strategy. However, let
me be clear about what it does not do. This budget does not reflect
full sequestration. It does impose less reduction, and it gives us
more time. However, uncertainty persists about what the topline
will be for this or any other future budget. Nor does this budget
include funds to restore lost readiness. We don’t yet know the full
impact or the cost to recover from the readiness shortfalls that we
are experiencing this year.

As expected, we have already curtailed or canceled training for
many units across all of the services for those not preparing to de-
ploy. And we know that, from experience, that it is more expensive
to restore readiness than to keep it. Recovery costs will compete
now with the costs of building the joint force in the future.

This budget does, however, invest in our priorities. It keeps the
force in balance. It supports our forward-deployed operations. It up-
holds funding for emerging capabilities, such as cyber. It funds
those conventional and nuclear capabilities that are so critical and
have proven so essential to our defense. It also lowers manpower
costs, reduces excess infrastructure, and it makes health care more
sustainable.

Most importantly, it protects investment in our real decisive ad-
vantage—in our people. It treats being the best led, the best
trained, and the best equipped force as the non-negotiable impera-
tive.

Never has our Nation sustained such a lengthy war solely
through the service of an All-Volunteer Force. We must honor our
commitments to them and to their families. For many veterans, re-
turning home is a new frontline in the struggle with wounds seen
and unseen. We must continue to invest in world-class treatments
for mental health issues, traumatic brain injury, and combat
stress. We also have a shared responsibility to address the urgent
issue of suicide with the same devotion we have shown to pro-
tecting our soldiers, sailors, airmen, and marines in combat.
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The risks inherent to military service must not include sexual as-
sault. Sexual assault betrays the trust—the very trust—on which
our profession is founded. We will pursue every option to drive this
crime from our ranks.

This is a defining moment for our military. Our warriors’ will to
win is undaunted. But the means to prepare to win are becoming
uncertain. We have an opportunity, actually an obligation with this
and any future budget to restore confidence. We have it within us
to stay strong as a global leader and as a reliable partner.

The joint force is looking to us to lead through this period of his-
torical fiscal correction. But we can’t do it alone. As I have said be-
fore and as the Secretary just said, we need budget certainty, we
need time, and we need flexibility. And this means a predictable
funding stream. It means the time to deliberately evaluate trade-
offs in force structure, modernization, compensation, and readiness.
And it means the full flexibility to keep the force in balance.

Thank you for all you have done to support our men and women
in uniform. I only ask that you continue to support a responsible
investment in our Nation’s defense. And I look forward to your
questions.

[The prepared statement of General Dempsey can be found in the
Appendix on page 85.]

The CHAIRMAN. Thank you very much.

I think we won’t have any votes on the floor before 1 o’clock. It
is my intention to get in as many questions as we can, but to take
a brief break at around noon.

Among the critical aspects of the transition in Afghanistan is the
negotiation of the Bilateral Security Agreement [BSA] with the
Government of Afghanistan. I am concerned with the progress in
these negotiations and the failure to reach an agreement will put
at risk U.S. vital national security interests in Afghanistan and the
region by creating a vacuum that regional state and non-state ac-
tors would exploit. Clearly, we need a willing partner, and Presi-
dent Karzai’s public statements have been erratic at best. A bad
agreement is worse than no agreement at all. Yet I am convinced
that not only is the agreement imperative, but we need to secure
it this spring to allow our NATO [North Atlantic Treaty Organiza-
tion] allies time to negotiate similar agreements and to send the
strongest signal possible that we will not abandon Afghanistan.

I know when I was there not too long ago—Secretary, you were
there same time, General Dempsey, you have been there since—
everyone in Afghanistan is asking, when are you leaving? Because
the Taliban is telling them we are leaving. And we need to counter
the Taliban’s narrative and reverse the crisis of confidence that I
saw in our Afghan partners resulting from our accelerated rede-
ployment and ambiguity about the residual force.

To that end, I strongly believe that an announcement about our
residual force or at least an announcement of a narrow range of
U.S. troop levels is a necessary prerequisite for securing a BSA. I
think this is one of the problems we had with Iraq. We didn’t come
up with a number sufficient that the Iraqi leadership would expend
the political capital to do what is necessary to make an agreement
possible.
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By sitting on the announcement, all parties with a stake in the
outcome of the BSA—Afghanistan, its neighbors, our allies, and
Members of Congress—will be reluctant to expend the political cap-
ital necessary to secure a good agreement. The politics become sig-
nificantly more complicated as the BSA gets caught up in the Af-
ghan Presidential election and campaigns for the midterm congres-
sional elections. Karzai will only become more challenging to deal
with as his term comes to an end. Silence and speculation will be-
come self-fulfilling prophecies, just as we saw in Iraq. Repeating
suc(}il an outcome is not acceptable given the sacrifices that we have
made.

Nevertheless, Chairman Dempsey, you stated this week that pin-
ning down post-2014 troop levels is not a matter of urgency. Why
do you believe we can secure a Bilateral Security Agreement in a
timely manner without a decision on residual force levels?

General DEMPSEY. Thanks, Chairman. First, let me align myself
with your assessment that it is really the confidence of the Afghan
people, and I would say a subset of that, the confidence of the Af-
ghan security forces, that really are the center of gravity now, that
which will allow this mission to succeed and endure. Secondly, let
me align myself with your suggestion that the Bilateral Security
Agreement should be achieved as soon as possible.

The reason I said it wasn’t important to nail down the exact
number is that we already have—you know, this is a NATO mis-
sion in which we are the lead nation, clearly, but we are part of
the NATO mission, and NATO has declared that the range of train-
ers, advisers, and assisters post-2014 will be between 8,000 and
12,000, and I find that to be a reasonable target toward which to
aim. And so I think we can move ahead with the Bilateral Support
Agreement on that basis because that should inform the number of
bases we might need to retain and what authorities we might need.

There is also some physics involved. We are going to be at 34,000
in the middle of February, and to get from 34,000 to 8,000-12,000
between then and the end of 2014, we can actually, we can do the
math. So tactically I don’t need the exact number because I have
a range available to me, and I know what it takes to retrograde
from 34 K [thousand] down to something between 8,000 and 12,000.

The CHAIRMAN. I know when I spoke to General Allen and when
I spoke to General Dunford they both had talked about the number
13,600, and then an additional 6,000 NATO troops, which would
give about 20,000, which would allow advisers down to the, I think
battalion level is the way they had it laid out. So even if we could
come out with that range that they could feel comfortable with in
the negotiations, I think that would be helpful.

General, in February, you testified before this committee, and I
am going to quote, what do you want your military to do? If you
want it to be doing what it is doing today then we can’t give you
another dollar out of our—I am adding—out of our budget.

A year ago you testified, if we have to absorb more cuts we have
got to go back to the drawing board and adjust our strategy. And
that is what the Secretary asked for, I believe, a couple of weeks
ago, commented we are going to have to adjust the strategy.

What I am saying to you today, and back to your quote, is that
the strategy that we would have had to adjust to would in my view
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not meet the needs of the Nation in 2020 because the world is not
getting any more stable. Nevertheless, in the budget request, the
President has proposed taking an additional $120 billion to $150
billion from the military depending on how you measure the cut.
He also offers no proposal to rectify the $53 billion shortfall in fis-
cal year 2013.

General, did the DOD conduct any analysis that offers a strategic
rationale for these cuts? If not, who proposed the number, and did
OMB [Office of Management and Budget] or the White House ask
for this analysis? In light of your previous testimony, what mis-
sions have you recommended that we eliminate, and what changes
to last year’s strategy will you endorse?

General DEMPSEY. So, sir, the reality of budgets, and I think you
probably know this as painfully as anyone, is they take about a
year to prepare. And so we have been working on the FY [fiscal
year] 2014 budget for a year. Sequestration kicked in on 1 March.
The President’s budget backloads in years beyond the 5-year de-
fense plan, backloads most of the reductions he proposes. So they
don’t have an effect—they don’t have a significant effect on this 5-
year defense plan that we have submitted.

Now, that said, this is precisely why the Secretary of Defense has
taken us on the path toward a strategic review, because as we look
at not only the President’s budget proposal but also full sequestra-
tion, we have got to understand what that will do to the force. But
the reason that I still stand by what I said but it doesn’t affect this
FY 2014 submission is that most of those cuts are backloaded, I
think $6 billion or so in FY 2014. But that is the reason I can still
state with confidence what I said before.

The CHAIRMAN. Thanks.

Mr. Smith.

Mr. SMITH. Thank you, Mr. Chairman.

I want to drill down on that budget question a little bit because
I think we frequently in this committee act like, you know, if you
cut one penny from defense, you know, it is unsustainable, unwork-
able, national security falls completely apart, and that is obviously
ridiculous. Anywhere in government there is places to cut and
there is places to cut. It kind of depends on where you are cutting
and what you are doing. And the problem we have right now is se-
questration. It is across the board, mindless, deep, done right in
the middle of a fiscal year. So the problems that you have described
in your testimony are being caused by sequestration and by that
just snap change you have to make to existing budgets.

So again I will emphasize for this committee if we want to help
you the best thing we can do is stop sequestration as soon as pos-
sible because it is the classic gift that keeps on giving, 2014, 2015,
2016. It is going to keep happening unless we stop it. That is first.

Second, when you look out, as you pointed out, the cuts that are
in the President’s budget beyond that are 2017 and beyond of
roughly $119 billion depending on how you calculate it. But the
other problem that we have is there are places where we can cut
in the defense budget that will not affect our national security that
Congress rather consistently stops you from doing. And I want to
just explore two of those: base closure and personnel costs on the
TRICARE fees. As Secretary Hagel mentioned in his opening re-
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marks, when TRICARE was put in place, your average service
member I think was paying 27 percent of healthcare costs; it is
now down to 11. There is plenty of room, certainly, over the course
of the next 10 years in both of those areas to find savings.

And I guess my question is, if we find savings in those areas,
isn’t it true that that doesn’t really affect the plans? And, General
Dempsey, you have been very good about saying, if you are going
to give us less money, tell us what less you want us to do. Here
is the strategy, we are going to match to it, but there are cuts and
savings. We have seen dramatic improvements—and, Mr. Hale,
maybe you can comment on this—in some of our acquisition pro-
grams as a result of some of your initiatives.

So I personally think that to look at our budget over the course
of the next 10 years and say not one more penny can come out of
defense is dead wrong, just as a matter of efficiency. I mean, forget
for the moment the fact that we have got a deficit that is eating
us alive, that we have a massive deficit in infrastructure in this
country, that the implications for taxes and on and on. You know,
clearly money can be cut out of the defense budget over the course
of the next 10 years that won’t impact our national security and
that will help our budget picture.

So just talk a little bit about BRAC and some of those TRICARE
fees and where we might be able to save money in a way that
doesn’t impact national security, for whichever one of you wants to
take a stab at it.

Secretary HAGEL. Well, thank you, Congressman. I will respond
and then I will ask General Dempsey, and you mentioned the
Comptroller, Mr. Hale. He may want to respond, as well. Let me
address your larger question in the context of that question.

If, in fact, we are facing the reality that we are facing, then we
are going to have to plan, adjust, review, and take a pretty hard
look at everything. And I think the chairman’s comments in his
testimony, matching the resources with the mission, is a particu-
larly important comment because we can’t put our military and all
those who support our military in a position where they are under-
resourced and then there is an expectation by the people of this
country that they are secure and that we are guaranteeing their
security. That is, as the chairman and Mr. Smith, as you noted in
your comments, the highest order, it is the highest responsibility
of a government, the security of the nation. So it is going to require
some tough choices across the board. And I generally hit some of
those choices in my testimony.

BRAC is an area that we do have to look at, I believe, because
there is not one answer to this. It is everything, it is every compo-
nent of our budget, including TRICARE, including compensation,
including benefits. I don’t have to engage this body, this Congress,
on the issue of Social Security, our current entitlement systems. I
doubt if there are many people in this country who don’t under-
stand that unless we do something then actuarially it is not sus-
tainable, the current programs we have. The same as in the mili-
tary.

So we have to manage this, but we have to also project as well
as we can with our strategic priorities and our national interests
how do we do this, how are we going to do this? And with, as you
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noted, the reality of sequestration, it is not some theory, it is law,
the Congress passed, the President signed the Budget Act.

Mr. SMITH. And as long as we are talking about the budget 1
would be remiss if I didn’t point out that over the course of the last
12 to 14 years we have cut taxes by nearly $7 trillion right into
the face of the baby boom generation retiring and two wars. So rev-
enue is part of this discussion as well, which I know we have
fought about before but I just want to put that out there for the
record.

But can you answer just a straightforward question: Can money
be cut from the defense budget over the course of the next 10 years
tha‘g} will not negatively impact our ability to protect national secu-
rity?

Secretary HAGEL. Well, my answer is it is going to be cut.

Mr. SmiTH. Right, but I am getting at the larger point here, be-
cause when you make those cuts you hear, mostly from that side,
oh, my goodness, we had a strategy, you cut money, there goes the
strategy. But that is, forgive me, ridiculous. Clearly we can cut
money from the defense budget that does not jeopardize our na-
tional security. I am just wondering if you gentlemen agree with
that.

Secretary HAGEL. Well, I will respond and ask General Dempsey.
But as you said in your opening comments, I don’t know of an in-
stitution that can’t find some efficiencies somewhere. I don’t think
the Defense Department is any different. But back to an important
point I think that General Dempsey made, you all deal with every
day as the authorizing committee for the Department of Defense:
What are our priorities? What do you expect? What do the Amer-
ican people expect the Defense Department to do? What are those
missions? How are we going to resource those missions? Those ca-
pabilities are going to be required to secure our Nation.

There is where you have to start. I think you can find savings.
They have done a very good job over the last few years of finding
those savings in acquisitions and other areas. So, yes, it is possible,
but we don’t have any choice.

Mr. SMITH. And I am sorry, I want to give other members a
chance to ask questions, we have had a chance, but that more or
less answers my question. If you have something quick that would
be great. If not, I would like to give other members a chance to get
in.

General DEMPSEY. We are still trying to figure out where to find
the $487 billion. So this process doesn’t start from a stable plat-
form, frankly. Secondly, even with sequestration, this wouldn’t be
the deepest cut the military has ever suffered, but it is by far the
steepest.

And so the answer to your question really has to be taken in the
context of what we are faced with now. And we really do need time
to figure out what these cuts would do before they are imposed.

Mr. SMITH. And make no mistake about it, I understand that se-
questration, the way it is done, and like you said, the dropoff, that
is ridiculous. But when you put together a 10-year plan, you know,
you can find savings, I do believe, and I think you guys have done
an admirable job of that in a number of areas.

I yield back. Thank you, Mr. Chairman.
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The CHAIRMAN. I think we can find savings all across govern-
ment. The point is that we have taken 50 percent of the savings
out of defense when they only account for 18 percent of the savings.
I just think we need to be more rational in the whole approach.

Mr. Thornberry.

Mr. THORNBERRY. Thank you, Mr. Chairman.

Mr. Secretary, in your speech at NDU [National Defense Univer-
sity] last week, in talking about your Strategic Choices and Man-
agement Review, you said the goal is not to assume or tacitly ac-
cept that deep cuts, such as those imposed by sequester, will en-
dure. And then in the next paragraph, though, you said this exer-
cise is also about matching missions with resources, which we have
had a longstanding discussion on this committee about what comes
first. Do you have a dollar amount and then you figure out what
you can do with it, or do you figure out what it takes to defend the
country and then talk about what resources are required to do that
mission?

And as you know, there is a widespread view that you were
brought into the Pentagon to cut defense. And some of the people
who were concerned about that are pointing to the fact that the
Cost Assessment and Program Evaluation folks are playing a key
role in this strategic review, and CAPE doesn’t do strategy. They
are more of the green eyeshade people.

So I guess kind of at a broader level, it seems to me that more
than anyone else in the government, the Secretary of Defense has
got to be the one who says this is what it takes to defend the coun-
try, and to fight for that publicly, but also internally within the ad-
ministration. And I guess I would just be interested in how you see
your role. Is it to manage the decline or is it to be explicit about
the dangers in the world and what it takes, and then the more po-
litical part of the government, Congress and the President, have to
accept the consequences of the decisions?

Secretary HAGEL. Congressman, thank you.

First, I have been in this job 6 weeks. The cuts that we are talk-
ing about occurred long before I ever got here, so I don’t think I
had a lot to do with any of the decisions to cut defense spending.

As to my responsibilities, you have listed accurately some, and
that is I lead, preside over the one institution in this country that
is charged with only one mission, and that is the security of this
country. I have no other job. I report to the Commander in Chief,
the President of the United States. I work with the Congress as an
agent of the executive.

Yes, part of my job is to manage, to see that the Department of
Defense is managed efficiently, effectively, within the laws that the
Congress passes and the directives that Congress gives us. Yes,
also my role is to be an advocate for our men and women in uni-
form and the job we do, and I have done that, I intend to do that,
and I don’t think I take a back seat to anyone. Look at my entire
life, my career. Now, I have not done as much as most of you in
the Congress here or certainly as General Dempsey has done, but
I have been devoted my entire life to veterans and military, and
I think my record is pretty clear on that.

So, yes, I am an advocate for this Department. I am an advocate
in the National Security Council, my advice that I give to the
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President of the United States. But I also have to be realistic, Con-
gressman, in that what we are dealing with in sequestration, as I
noted to Mr. Smith, is the law. It is not debatable for me. This is
what is on the books now. This is what the Congress, last month,
the House and Senate budget resolutions, you passed a budget res-
olution for 2014 that essentially is pretty close to what the Presi-
dent’s budget is for 2014. Now, I have to deal with that reality, and
I have to manage and lead with that reality.

Now, your last point about accepting these kinds of things. As I
said, as you noted, in the NDU, whether I accept it or not is one
thing. No, we don’t want to accept it. No, we are up here explaining
in our testimony and in interviews, I think clearly, what sequestra-
tion, in some specificity, is doing and will continue to do to our ca-
pabilities and to our readiness and the hard choices we are going
to make, but I can’t lead my institution into a swamp of knife-fight-
ing over protesting what is already in place.

We will respond honestly and directly. I think the General has
made it pretty clear in his testimony. I think I did. If you want to
go deeper into any programs with the Comptroller, he will, on how
difficult this is going to be.

So I think it is a combination, Congressman, of all the things
that you said, as at least the way I see my job. And I will also say
the President did not instruct me, when he asked me to consider
doing this job and when he asked me to do this job, to go over and
cut the heart out of the Pentagon. That wasn’t his instruction to
me, nor in any implication in any way.

The CHAIRMAN. Thank you.

Ms. Sanchez.

Ms. SANCHEZ. Thank you, Mr. Chairman.

And thank you, gentlemen, for being before us today. I think
there were many of us in the room when Secretary Gates was be-
fore us and he spoke about how the U.S. debt and deficit was one
of his biggest concerns with respect to national security, and so we
are really trying to do what so many across America believe is cor-
rect to do, and that is to get our fiscal house in order. And I have
been one of those people who have said that everybody has to put
something on the table—entitlements, defense, and so many of the
other discretionary programs that some people like to cut all the
time.

And I also remind you that this Congress, you know, because the
supercommittee was not able to come up with a list of cuts, this
is where we are. We actually voted on this. So, Secretary Hagel,
I don’t think you were brought in to cut defense. I think you were
brought in to follow the law and to try to best advise us, if we need
ti)’1 change course of action, how to do that and why we need to do
that.

And I might add that in the 17 years that I have been on this
committee, when I first came to Congress our defense budget was
about a little bit under $300 billion a year, and that as we went
into two wars over a decade, our budget, when you really looked
at all the spending, rose to about $800 billion a year. I don’t think
there has been a single department that can say that it has seen
that. So now we are getting out of the second war, we are coming
back, and so I think that there are cuts to be made.
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But, Secretary, over the next 5 years, when I look at this budget,
there is a transfer of billions of dollars going to support nuclear
weapon sustainment, to cover the cost of escalation of existing pro-
grams and increased requirements. And as you know, I sat as the
ranking member on Strategic Forces Subcommittee, so we have
looked at this quite a bit, and I support the increased oversight the
Department of Defense is doing with respect to NNSA’s [National
Nuclear Security Administration] costs. But I wonder why I only
see the increases in the nuclear weapons program and I see noth-
ing with respect to nuclear nonproliferation programs. So that
would be my first question to you.

And the second one is about the 14 add Ground-Based Intercep-
tors at Alaska. And as we move to do this, as the Department of
Defense moves to do this, what is the Department’s commitment to
ensure that the interceptors are successfully operational and real-
istically tested before we deploy them since GBIs [Ground-Based
Interceptors] have not been successfully flight tested since 2008?

Secretary HAGEL. Congresswoman, thank you. Let me respond to
the Ground-Based Interceptors question. When I made the an-
nouncement regarding increasing our 30, present 30 GBI inventory
to 44—and as you know, they are located and the new ones will
be located at Fort Greely and Vandenberg—I noted that we did
have a problem in one of the last tests with the guidance system,
the gyro system. And when I was asked the question, would you
put those new interceptors in, still with some uncertainty until
that problem was resolved, I said no.

So we are testing, we will continue to test, and would certainly
not employ any new interceptors anywhere until we were com-
pletely satisfied that they are operational and we have complete
confidence in their ability.

As to the nonproliferation question in the budget, as you know,
DOD does not have responsibility for funding nonproliferation pro-
grams. Our responsibility is funding and maintaining, securing the
stockpile, the nuclear stockpile, and we will continue to do that.
The nonproliferation programs, which we work with State on spe-
cifically, also Energy, and we participate in that process, but the
funding doesn’t come from DOD. Thank you.

Ms. SANCHEZ. Thank you, Mr. Chairman.

General DEMPSEY. I wonder, Congresswoman, if I could——

Ms. SANCHEZ. General.

General DEMPSEY. I don’t want to miss the opportunity to point
out that although Iraq and Afghanistan are winding down, as you
say, the world that we are inheriting here is far less stable than
the one that existed when you entered the Congress of the United
States. So I would just ask you not to make any direct correlation
between the end of the conflict in Afghanistan and where you think
our budget should end up.

The CHAIRMAN. And also to clarify the record, so that people
don’t think that we have had a budget of over $800 billion a year
for the last 10 years, we had one budget over $700 billion.

Mr. Jones.

Mr. JONES. Mr. Chairman, thank you.

Mr. Secretary, it is good to see you again, General Dempsey.
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Mr. Secretary, you were saying in your comments what the
American people want. What they want is a smart, efficient foreign
policy. I do not think we have had a foreign policy that made a hell
of a lot of sense, truthfully, going back to George Bush. I am not
being critical of the President, but, General Dempsey, I talked to
John Sopko recently, who is the Inspector General for Reconstruc-
tion, I spoke to Stuart Bowen two days ago, and yet we continue
to spend money in those countries.

Today I had General Gardner, Jake Gardner was in my office for
an hour and a half. He is of the firm belief that in the next year
to three years there will be a civil war in Iraq. And I don’t know
and I hope, Mr. Secretary, that you and General Dempsey, for
goodness sakes, how can America continue to police the world, keep
all these bases overseas open, and then I hear you, in your testi-
mony, and General Dempsey, and I agree with you, we are in a fi-
nancial collapse.

And I saw an Army corporal on Tuesday of this week from my
district who has lost a leg, three fingers, and brain injury. He has
got a wife and four children. He lives in Moyock, North Carolina.
And I don’t know, somebody has got to wake up this country. Yes,
we have got to have a strong military. We have got to have a
strong defense. But they deserve better than what they get from
an administration and a Congress that wants to send them around
the world and change the culture of countries that could care less
about freedom.

Now, if they are a threat to us, I will vote every time to make
sure we defend the American people. But I hope, Mr. Secretary,
that you will be a leader with this administration and say, walk
carefully, let’s make sure it is justified. Because we failed in Iraq.
It was never justified. And so I hope that you will bring, as you
work through these problems, and my friends on both sides have
certainly articulated and have agreed, but it is just like how in the
world can we continue to play the game.

I gave this analogy recently in my hometown of Farmville, North
Carolina. Everybody in my neighborhood knows I am broke. I still
drive a fancy car. I call up my neighbors and say, let me take you
to dinner. You know what they are saying? What a fool. He can’t
even pay his bills and he wants to take me to dinner?

Somebody has got to bring some sanity to this program and re-
build the military, and I will support you, sir, and your leadership
to make it more efficient and streamlined. But again, we need to
change the way that we get involved in these foreign wars with no
end to it. So if you want to comment on that, you don’t really have
to, but if you want to, I would appreciate it

Secretary HAGEL. Congressman, thank you, and good to see you
again. You and I have had, over the years, many conversations
about this issue, and I am grateful that you, over many years, in
difficult situations, have spoken up and made clear your thoughts
on what you just talked about and on other issues.

I would respond this way very briefly. If you recall the last sen-
tence of my testimony, the last sentence of my testimony was any
decision we make should always be worthy of the service and sac-
rifices of our men and women and their families. I believe that.
And I will do that as Secretary of Defense. The day I think that
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that is not being done, I will do everything I can to make sure it
is done. But if that day would ever come, I would have to resign,
because it is the essence of who we are, first of all, as Americans.

To your bigger point, I think we are all in this country, certainly
those responsible for foreign policy and our national security and
all the connecting dynamics that flow into that, our economics and
everything, energy, are now defining, as they analyze what we
went through the last 12 years, and I am not here to debate that,
but it is important we review what we did, why we did it, where
we are. And we have some new opportunities here to restructure
and take that review and hopefully put America maybe on a path
here where we can do more, certainly, with allies, and it is central
to everything we do

Last point I will make is, the comment I made in my testimony,
and General Dempsey noted it, it isn’t all bad sometimes to have
these situations when each of us in our personal lives or govern-
ment lives are confronted with the uncontrollables coming down on
us, because it forces us to take inventory and stock. What are we
doing? Why are we doing it? How are we doing it? And that is es-
sentially what is going on.

So there is an opportunity here. I wish it would come in a dif-
ferent way, but it is what it is. So we have got to be smart how
we use this opportunity to restructure and rethink, and foreign pol-
icy guides everything because it is our national interest. And I
know that is not the purview of this committee, but you are not
disconnected from it. Nor are we, by the way. I serve on the Presi-
dent’s national security team, and there is no discussion that Gen-
eral Dempsey has or I have with the President or Secretary of
State that does not include all of these parts. So I understand what
you are saying, Congressman, and I appreciate your comments.

Mr. JONES. Thank you, Mr. Secretary.

The CHAIRMAN. Thank you.

Mr. McIntyre.

Mr. McINTYRE. Thank you, Mr. Chairman.

And thanks to each of you for your service to our country.

Secretary Hagel, I have three questions, I will just go straight to
them. If you can answer them yes or no and then if you need an
explanation.

First of all, with possible delays in the F-35 procurement, do you
believe that the Navy and the Air Force have budgeted sufficient
funds to maintain the necessary strike fighter inventory to meet
the national military requirements, the National Military Strategy
requirements?

Secretary HAGEL. Yes, I do.

Mr. McINTYRE. With regard to the National Guard, in your opin-
ion, given the current restrained budget atmosphere we know we
are in, can we continue to adequately resource and equip the Na-
tional Guard and Reserve Component as an operational force or do
you feel like you are going to be in a position that you have to re-
vert back to the Strategic Reserve model?

Secretary HAGEL. Well, the way I would answer it, I think the
National Guard and Reserves are key components of our military
force structure and will continue to be, and I think that has become
quite obvious the last few years. And without going into a long ora-
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tion of this, and Marty Dempsey can handle it in a lot more depth
than I can, I don’t think we could have the projected force structure
that we now have counting on the assets we have and adequately
managing those assets without a strong National Guard and Re-
serves, if for no other reason than the professionalization that has
occurred in our Reserve and National Guard Components over the
last 12 years, I think, has been probably historic. We now have a
member of the Joint Chiefs of Staff who sits there who is a Na-
tional Guard representative. I think that tells you something. So
I am a strong supporter of our National Guard and Reserves.

Mr. MCINTYRE. And my third question is, it is two-part, but to
the extent you can clarify if you need to, do North Korea and Iran
currently possess the capability to reach the United States with
long-range missiles? One, in general, perhaps a conventional war-
head; secondly, with a WMD [weapon of mass destruction] war-
head?

Secretary HAGEL. I want to be careful with this answer because
it might imply some intelligence here. But I don’t believe that nei-
ther of those countries has that capacity right now. Now, does that
mean that they won’t have it or they can’t have it or they are not
working on it? No. And that is why this is a very dangerous situa-
tion.

I would also add, and I will ask General Dempsey for his
thoughts, but this country is capable of dealing with any threat
and any action by any country, including Iran or North Korea.

I don’t know, General Dempsey?

General DEMPSEY. I have nothing to add.

Mr. MCINTYRE. So your answer is no to both questions, they do
not possess the capability to reach the U.S. with long-range mis-
siles even in a conventional warhead as well as a WMD warhead?

Secretary HAGEL. Yes. But again, we have to always be mindful
of uncertainty of anything, and you can’t accept what you are
never, ever, ever sure of. Right now I don’t think we believe they
have that capacity, but I have qualified that answer as I did.

Mr. MCINTYRE. In preparation, just in case. Thank you.

Thank you, Mr. Chairman

The CHAIRMAN. Thank you.

Mr. Forbes.

Mr. ForBES. Thank you, Mr. Chairman.

Mr. Secretary, I am going to duplicate the request of my good
friend from North Carolina and ask that you as be succinct as pos-
sible in your answers because, like him, I only have 5 minutes.

I believe the impact of this administration’s fiscal cuts to our na-
tional security are unwise and will have long-lasting repercussions,
but I also believe this administration’s attacks on faith, religious
freedom, and religious liberty in our military are also unwise and
will have long-lasting repercussions. From the Pentagon we had an
order issued that you don’t have a copy of, but I am sure you are
probably familiar with, that our commanders can no longer even
inform those under his or her command of approved programs in
the chaplain’s office.

In addition, we have from the Pentagon an order where a patch
from the Air Force had to be removed, and we were told from the
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liaison’s office that it was because the legal department had said
you couldn’t use “God” even if it was in a nonreligious context.

We have here, of course, approval that was given by the Assist-
ant Secretary of Defense to allow individuals to march in uniform
in a San Diego gay pride parade, which was a political parade,
using their uniforms. And then we have an order by the Depart-
ment of the Navy prohibiting Bibles from being used in Walter
Reed hospital. And in addition to that—and these are just a few
of the items because I only have 5 minutes, and as I am sure you
are familiar, recently we have had a training program, which I
have given you a copy of, where we list evangelical Christians,
Catholics, and Mormons in the same category of religious extre-
mism as we do Al Qaeda.

Now, because of those kind of things, and I don’t expect you to
know all of those things or keep your hands on all of them, but be-
cause of those, we had a provision that was put in the National De-
fense Authorization Act last year that was Section 533 for the pro-
tection of rights of conscience of members of the Armed Forces and
chaplains. Particularly it said that our servicepeople couldn’t have
their beliefs on the basis of adverse—they couldn’t have any ad-
verse personal action, discrimination, or denial of promotion,
schooling, training, or assignment based on their religious beliefs,
and also it said that our chaplains, that no member of the Armed
Forces could require a chaplain to perform any rite, ritual, or cere-
mony that is contrary to the conscience, moral principles, or reli-
gious beliefs of the chaplain or discriminate or take any adverse
personnel action against the chaplain, including denial of pro-
motion, schooling, training, or assignment on the basis of the re-
fusal by the chaplain to comply with the requirement prohibited by
paragraph 1.

And my question to you, Mr. Secretary, because this is a big
issue as we get statement after statement sent to us almost on a
weekly basis about these issues, we had 75 percent of the Members
of the House, 85 percent of the Senate, 350 Members of the House,
81 members of the Senate who voted for that authorization bill
with that provision in it because they thought it was necessary,
that it was well advised. Do you believe that those rights and the
provisions of Section 533 are necessary and well advised?

Secretary HAGEL. Well, first, Congressman, I don’t know about
all the specifics of the information that you presented. I will get it
and I will find out about it and I will get back to you on it, first.

[The information referred to can be found in the Appendix begin-
ning on page 113.]

Secretary HAGEL. Second, obviously we will comply with all the
NDAA [National Defense Authorization Act] directives. Protection
of religious rights is pretty fundamental to this country.

Mr. FORBES. Mr. Secretary, my time is running out. My only
question is, do you think that provision is a necessary provision
and well advised? Just yes or no.

Secretary HAGEL. Well, it is in the NDAA, right?

Mr. FORBES. But I am asking you if you feel it was necessary and
well advised.

Secretary HAGEL. Well, I haven’t seen it, so if you can give me
a sentence of it again.
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Mr. ForBES. Well, I will try to follow up. So then I take it, let
me just ask you also to come back to me and let me know the sta-
tus of the regulations that are supposed to be passed to ensure that
that is? done, and I take it you are not aware of those today or that
status?

Secretary HAGEL. Well, no. And unless I had it in front of me,
I don’t know. I am well aware of the NDAA directives and all the
different directives——

Mr. FORBES. Then the final thing I would ask in the last 20 sec-
onds I have is, I just can’t understand why the Department is
issuing orders prohibiting people in the chain of command from
talking about chaplains’ programs supporting faith but they are not
prohibiting people in the chain of command from making anti-faith
statements and doing anti-faith training. And I hope you will just
take that into consideration and get back to us because this seems
to be a growing problem, not one that is heading in the right curve
direction.

Secretary HAGEL. Well, that should not be happening, and I
could say that without seeing anything, and I will get back to you
and I will find out about it. Thank you.

[The information referred to can be found in the Appendix begin-
ning on page 113.]

The CHAIRMAN. Thank you.

Mr. Andrews.

Mr. ANDREWS. Thank you.

Mr. Secretary, General, Mr. Hale, thank you for your service to
our country and please convey to the men and women you rep-
resent how proud we are of them and the great job that they do
for our country every day.

It is my understanding, Mr. Secretary, that because of sequestra-
tion, that nine fighter squadrons and three bomber squadrons have
been grounded. Is that correct?

Secretary HAGEL. I think nine is the accurate number, but——

General DEMPSEY. It is.

Secretary HAGEL. It is? It is the accurate number.

Mr. ANDREWS. And if the Congress were able to reach an agree-
ment where we could swap out these sequester cuts for some other
cuts in various parts of the budget and perhaps have some revenue
in there as well, if the sequester were not in effect today, would
those planes be flying?

Secretary HAGEL. I assume that they would be, yes.

Mr. ANDREWS. General, what are the consequences, both in
terms of readiness and in terms of our technical capability, of those
airplanes not flying?

General DEMPSEY. Well, fundamentally, Congressman, what we
are doing is we are meeting near-term requirements at the expense
of downstream readiness. I think this is March, or it is April. Bas-
ketball season just ended. You got 12 players on a team. You teach
them individual skills. Then you bring them together as a team
and you run team drills, then you scrimmage, and eventually you
get into the season. What we are doing right now is we are not
scrimmaging and we are limiting the number of collective drills
and focusing on individual skills because that is where the budget
situation has taken us.
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Mr. ANDREWS. If the Congress doesn’t——

General DEMPSEY. They won’t be ready to play.

Mr. ANDREWS. Thank you. If the Congress doesn’t reach the kind
of agreement that I just talked about and we have year two or the
first full year of sequestration, which it would be, what kind of
other changes would you have to make in the defense posture of
the country?

Secretary HAGEL. Well, we will have to continue to effectively cut
into our readiness, and the grounding of wings is a good example
of that. We are doing the same thing in the Navy, not sailing, and
some of our ships remain docked. Our training of our soldiers. So
it is across the board. It isn’t just one service.

Mr. ANDREWS. I noticed that in the President’s budget proposal
that he does propose the replacement of sequestration. He also sug-
gests that there still would be $150 billion in cuts in defense, not
the $550 billion or so that we have otherwise. What kinds of things
would you do in the defense budget to hit the $150 billion target
that is in the President’s budget?

Secretary HAGEL. Well, first, that is why, one of the reasons I di-
rected the strategic priorities and management review, to ask those
kind of questions of our Chiefs and of our combatant commanders
and other leaders in the Defense Department. What are those op-
tions? That is first. But, if you just look at the numbers, $550 bil-
lion over 10 years versus $150 billion over 10 years, I know what
side I will on that if I am looking for resources for our Department.

The other part of that is the President’s $150 billion in savings
through Department of Defense comes mostly at the back end of
that 10 years.

Mr. ANDREWS. So there will be time to transition into those——

Secretary HAGEL. That is exactly right. It gives us time, as the
General noted in his comments, time, flexibility, and certainty.

Mr. ANDREWS. I do not mean this as a rhetorical question. I
mean it as a real question, that my assumption is we will have sig-
nificantly fewer troops in Afghanistan on September 30th of 2014
than we will on September 30th of 2013. Is that right?

Secretary HAGEL. Yes, we are continuing to draw down and——

Mr. ANDREWS. Then why is the OCO account, the overseas ac-
count, the request, $87.2 billion for the present fiscal year and
$88.5 for the 2014 fiscal year? If we are having that size draw-
downb why is that not reflected in the reduction in an OCO re-
quest?

Secretary HAGEL. Well, first, it is a placeholder. As I said in my
testimony, we have not sent the OCO budget up yet. We will be
doing that shortly. So the $88 billion that you refer to is place-
holder in the budget, knowing that we will be coming back with
something probably in that range, I don’t know. Mr. Hale may
want to

Mr. ANDREWS. But why wouldn’t it be lower if the number of
troops is significantly lower?

Secretary HAGEL. Well, because we have to now bring them out
in large numbers. That means equipment. We have got billions of
dollars of equipment in Afghanistan that we have to get out. It is
very dangerous. We have only got two ways out, other than fly ev-
erything out. That is prohibitive. We are flying things out now. You
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know the southern route is down through Pakistan, out through
Karachi port. You know what is happening in Pakistan.

Mr. ANDREWS. We do

Secretary HAGEL. Up through the north, bad roads, variables,
different countries. So that expense of just getting our troops out
on a timely basis and the materiel that goes with it is costing us
a lot of money.

Mr. ANDREWS. Thank you.

And thank you, Mr. Chairman

The CHAIRMAN. Also we have been chewing up equipment for 10
years. There is no reset, which we are going to have to be facing.

Mr. Wilson.

Mr. WiLsoN. Thank you, Mr. Chairman.

And thank you all for being here today.

Secretary Hagel, I was happy to join with nearly 50 of my col-
leagues, bipartisan, a unique situation of bipartisan concern, and
that is in regards to the Department of Defense creating a Distin-
guished Warfare Medal, DWM, which we appreciate, to recognize
extraordinary service of our personnel. But unfortunately there is
an issue of precedence in that the DWM was placed above the
Bronze Star and Purple Heart in order of precedence. Have you
made a determination of how to address this? And this is a great
concern to veterans and military families.

Secretary HAGEL. Congressman, thank you. It is a concern to me.
It is a concern to any veteran, anybody in the military. But to just
get straight to the answer to your question, you know I asked the
Chiefs and the Secretaries to go back and take another look. I will
make a decision on this early next week and I will make that an-
nouncement on where I think we should go next on this.

Mr. WILSON. As a fellow veteran, I appreciate you looking into
that, and it is important.

Additionally, in regard to the military healthcare system, there
is a proposal to increase TRICARE fees again, in light of the fact
that in the defense health programs there has been, in the last two
years, a surplus of $500 million to $709 million, and so that there
has been a surplus. Additionally, it has been claimed that the
healthcare costs are eating the budget alive, when in fact it is an
increase of less than 1 percent in fiscal year 2013 and fiscal year
2014, and then there has actually been a decrease of $650 million
in private sector costs.

And my concern is that we know this is a great program,
TRICARE, people are very satisfied, military families appreciate
this benefit. Commitments have been made to our veterans and to
military families. Why would we be increasing the fees when in
fact the program is working well?

Secretary HAGEL. Thank you. The program is working well, and
as I noted in my testimony, and Mr. Hale is obviously quite conver-
sant on this, but we have seen those costs go down, and I men-
tioned this in my testimony, but as more and more people come
onto that system and more demand and the sustainability, which
we have to look at, how are we going to continue to commit and
pay for those and fulfill those commitments, as we have analyzed
this in some detail, we think it would be wise, and these are not
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significant increases, by the way, but be wise to propose these in-
creases in fees.

Now, recognizing this is the beginning of debate, this is the be-
ginning, as it should be, laid out and let’s look at everything on it,
on this issue. But these are not significant increases. We are look-
ing at the long-term sustainability. It is a good program, it has
worked, and that is not an issue. But the issue of the affordability
of the program, I don’t know, let me ask, if you want, the Comp-
troller to add.

Secretary HALE. May I just briefly. Mr. Wilson, there is about a
billion dollars of savings associated with TRICARE fees and the
copays in the fiscal 2014 budget. If we don’t do it, we will have to
take that out of readiness or modernization. I think it was the
strong feeling of the Secretary and the Joint Chiefs that the bal-
ance should be

VoOICE. Mr. Chairman, could he speak more in the microphone,
please?

Secretary HALE. I am sorry. We save about a billion dollars from
the TRICARE fees and copays. If we don’t do that, we will have to
take that money out of readiness or modernization, and I think it
is the strong feeling of the Secretary and the Chiefs and the Chair-
man that the right thing to do is a balanced approach to meeting
our defense needs with some modest increases in fees.

Mr. WILSON. But the experience is very clear that there are not
increases of any significant amount, less than 1 percent. And, Mr.
Secretary, the fee increases have been, I am not sure what the new
ones are, were an increase of 365 percent. And so it was significant
to the persons who are in the program.

And I hope we look at the experience because I know it was not
projected that the healthcare costs would go down. That was a
pleasant surprise. And so I would rather that we look at it, the
pleasant surprise, and be positive. And I just hope that you all look
at that. The fee increases do impact military families. Thank you,
and I appreciate your time.

The CHAIRMAN. Thank you.

Mrs. Davis.

Mrs. Davis. Thank you, Mr. Chairman.

And Mr. Secretary, I look forward to working with you. And Gen-
erall1 Dempsey and Secretary Hale, thank you for being with us as
well.

Secretary Hale, I understand that the Department of Defense
has directed the services to restart tuition assistance to service
members as of April 9th, obviously of this year, and I certainly sup-
port the tuition assistance, very, very much support education for
our troops’ continuing education, and yet I understand that this is
really going to put some pressure on our services to try and go
along with this essentially because it means, in many cases, they
have spent some of those dollars, so they are going to have to look
for other areas in which to backfill, essentially, those dollars as
well. And so I wonder if you could comment on that, number one,
is that correct?

And also, I think it is a lesson for all of us because we certainly,
I think, go on record supporting a change when it comes about.
Certainly when we look at the budgets, often the Pentagon re-
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quests one thing and we come back and do something different.
You understand that, certainly, Mr. Secretary. How are we doing
with that right now and is this not a problem for the services be-
cause they have to find the dollars in order to fund not just an un-
limited amount of tuition assistance going forward from this point?

Secretary HAGEL. Congresswoman, thank you. Let me respond,
and then I am going to ask the Chairman for a specific response
because you noted in your question some of the services are strug-
gling with this more than others, and that is right.

First, we are going to follow, we are following the directive of the
NDAA and what the appropriations bill instructed us to do. You
are correct that prior to that we had to make some tough choices,
each of the services, on where they were going to prioritize their
funds. As I noted in my opening comments, readiness, protecting
the warfighter, where our most important assignments are. Obvi-
ously, when you are at war in a nation, those are priorities, and
other priorities. So we had to balance those priorities with those re-
sources. And so the services were in a tough spot on this. Each
service, as you know, has a little different standard on this.

Mrs. DAvis. Right.

Secretary HAGEL. So, we are going to fulfill that commitment,
but let me now ask the Chairman because he will talk now more
directly——

Mrs. Davis. I think it is important to know where those dollars
are coming from for each of the services.

General DEMPSEY. Yeah, thanks, Congresswoman. It actually
goes back to actually what Congressman Wilson talked about. You
know, I find myself often in the difficult position of standing in
front of soldiers and sailors, airmen, marines, and their families
and explaining why, as we look to absorb cuts of whatever mag-
nitude, we have to include all of the various factors of this giant
enterprise in order to keep the force in balance. So some 1 indi-
vidual, 2, 10, 25, 25,000 might be on my blog complaining about
the fact that we have had to suspend tuition assistance or, you
know, revise the program. But the answer is, unless we look across
the board at all the levers we have to pull, whether it is infrastruc-
ture, healthcare, paid compensation, tuition assistance, we will
have an extraordinarily well compensated force that will be sitting
at Fort Hood, Texas, or at Camp Lejeune unable to train and there-
fore we will be putting them at risk. I tell the young men and
women, you know, if this is an inconvenience to you, what would
really be dangerous to you is if we don’t keep this thing in equi-
librium. We have got to look at everything.

Mrs. Davis. Yeah. I think my concern is whether or not we are
actually cutting into that, whether we are cutting into readiness by
virtue of having an unlimited stream of money in order to do this,
something that we all would support but nevertheless in this situa-
tion

General DEMPSEY. Sure. The answer is yes, but it is not uniquely
because of tuition assistance. Frankly, tuition assistance was about
$200 million for the rest of this fiscal year, which may sound like
an inconsequential amount of money in the context of a $525 bil-
lion budget. The problem is that is probably three or four brigade
training exercises at Fort Irwin, California.
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Mrs. DAvis. Okay. Mr. Hale, did you want to comment on that
at all? Because I am

Secretary HALE. No, I think the Secretary and Chairman said it
right. We are complying with the law, what we felt was the intent
of the law on the appropriations bill, and it is causing some dif-
ficult decisions.

Mrs. Davis. All right. Thank you. Thank you all.

The CHAIRMAN. Thank you.

Mr. Bishop.

Mr. BisHop. Thank you, Mr. Chairman. After Congressman
Forbes’ question, as one of the extremists in this body, Mr. Sec-
retary, I would like to welcome you here, and it is good to have you
finally on the correct side of Capitol Hill.

I have got about five questions. I am going to get them all
through come hell or high water. So the first one deals with a re-
quest that was in your budget. It appears that in the Air Force
budget, that roughly $1.4 million is put in there to conduct an envi-
ronmental impact study regarding the ICBM [inter-continental bal-
listic missile] missile wing. I understand this was inserted in the
budget proposal by your office and not by that of Air Force leader-
ship. So I guess three questions dealing with it. Is that a correct
statement? Number two, what is the object of this EIS [Environ-
mental Impact Statement] effort? And number three, if it is to
eventually close down an ICBM wing or squadron, which one is
being studied for potential closure?

Secretary HAGEL. Well, I just asked the Comptroller, first of all,
Congressman, if it is a correct statement and what that was about.
I am going to ask him to answer the question because it is correct.

Mr. BisHoP. Okay.

Secretary HAGEL. And what he just reminded me of is a missile
wing is a component of the larger context here. So let me ask Mr.
Hale to respond.

Secretary HALE. I honestly don’t remember who put it in. I will
find out for you.

[The information referred to can be found in the Appendix on
page 107.]

Secretary HALE. We are studying all three wings, environmental
impact statement on all three of them.

Mr. BisHOP. And what is the purpose for that EIS effort?

Secretary HALE. It is part of the all missions and all activities
are on the table. We need to understand what the environmental
irélpacts would be of any decisions that we make with regard to
ICBMs.

Mr. BisHoP. And you are dealing with all ICBM wings and
squadrons?

Secretary HALE. Correct.

Mr. BisHOP. All right. Let me ask the second phase of the ques-
tions, and it goes to the FAA’s [Federal Aviation Administration]
action recently. The FAA closed a number of contract towers
around the country far in excess of what they needed to meet their
sequestration goal. A few of those contract towers, though, are very
near to Air Force bases. I have one at Ogden-Hinckley Air Force,
which is less than three miles from Hill. Congressman Fleming has
one at Barksdale, same situation.




30

So I guess the two questions I have is, number one, did FAA con-
tact the Defense Department in any way to coordinate what they
were doing when they made this decision to close these towers
down? And since it also—go ahead and answer that one if you want
to.

Secretary HAGEL. It is a quick answer. I don’t know.

Mr. BisHoP. All right. If you could find out, I would be appre-
ciative.

Secretary HAGEL. We will find out and get back to you. So thank
you.

Mr. BisHOP. It is just that in past, for example, when NASA [Na-
tional Aeronautics and Space Administration] decided to change
their program constellation, it had a negative impact on what it
cost the military to do missile defense and there had been no co-
ordination between those two agencies. They had not talked. So I
don’t know if there is—I would like to know if there has been any
contact.

But since these areas now overlap as far as the airspace, to go
to Hill, you have to go over the Ogden airport airspace, potential
of collision, potential of pilot safety, potential of impact on mission
readiness or training, testing activity. Do you consider this to be
a problem in these few situations, and if so, what are you doing
about it?

Secretary HAGEL. Well, I understand exactly your point, and for
the reasons you mentioned, and I, as I said, will find out and get
better acquainted with it. It seems to me, based on what you said,
it could be a potential problem. So beyond that I just would have
to find out enough information, starting with your questions, did
they contact us, what did we say, what are the vulnerabilities, and
I will get back to you.

[The information referred to can be found in the Appendix on
page 107.]

Mr. BISHOP. So on both that, this is potential and not a whole
lot of towers and bases are in—but there are a couple of which I
know, there may be a few others. That, as well as the efforts for
the EIS statement purpose, I would appreciate that kind of return.

And I will give you back a minute. This is one of the few times
I haven’t used it all.

Secretary HAGEL. I just mentioned——

Mr. BisHOP. I have just used it all.

Secretary HAGEL. Congressman, thank you for your comments
welcoming me on the right side of the Capitol. I actually started
a career after Vietnam on this side of the Capitol in 1971 as chief
of staff to a Congressman.

Mr. BisHOP. So, why did you go over to the dark side?

Secretary HAGEL. I am still going to confession.

Thank you.

Mr. BisHOP. Thank you.

The CHAIRMAN. You have time, you could ask a question about
why we don’t do an environmental impact on the result of some-
body hitting us with a missile?

Mr. Langevin.

Mr. LANGEVIN. Thank you, Mr. Chairman.
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Secretary Hagel and Chairman Dempsey and Secretary Hale, I
want to thank you all for appearing today and for your testimony.
And in particular, Secretary Hagel, I want to congratulate you on
your confirmation. I certainly look forward to working with you as
we navigate some very challenging times.

I would like to try to get in two questions, one primarily on cyber
and the other one on directed energy. Let me start, first of all, with
Secretary Hagel. In your first formal policy address at the National
Defense University on April 3, 2013, you asserted that the cyber
threat that our Nation faces today is a security challenge with po-
tential adversaries seeking the ability to strike at America’s secu-
rity, energy, and economic and critical infrastructure.

As you may know, I spend quite a bit of time on this. It is a par-
ticular interest of mine, dealing with cyberspace and how we better
protect the Nation in cyberspace. Looking at the fiscal year 2014
budget, are we resourcing adequately in order to operate within the
cyber domain and ensure our natural interests in cyberspace are
protected? And does the Department require additional authorities
in o;‘der to educate, attract, and retain the very best cyber opera-
tors?

Secretary HAGEL. Congressman, thank you, and I appreciate
your comments.

Cyber is one of the areas that we have actually proposed in-
creases in the budget, so I think that begins with some under-
standing, at least on our side, of the threats and responsibilities we
have in this domain, and I think they are going to continue to mul-
tiply. I do know of your longstanding involvement in this area, and
I look forward to working with you.

We continue to enhance our role in this effort, DOD’s. As you
know, we are not the only agency that has some responsibility
here. The Department of Homeland Security has a lot of authority,
as you know, on this. We are working very closely on interagency
groups as we connect better, and we need more of that connection
on lines of authority, definitions of responsibility.

As you know, our two primary resources at NSA [National Secu-
rity Agency] and Cyber Command are both critical components of
our security enterprise. We spend a lot of time on this and we are
going to continue to spend a lot of time on it. It is I think overall
as a big a threat to this country, cyber attacks, as any one threat.

Mr. LANGEVIN. Thank you. Let me also turn to the issue of di-
rected energy, and if we have time, maybe I will come to some
other cyber. But first of all, I want to congratulate the Navy, just
recently very successful test of a laser, shipboard laser shot down
a drone. I see this directed energy as a game-changing technology,
both for standoff as well as for ship defense, operating the littorals,
if necessary, ballistic missile defense.

About a year and a half ago, the Center for Strategic and Budg-
etary Assessment came out with a report that said that directed
energy is maturing at a faster pace than what many had realized.
Can you tell me where the Department stands right now on getting
this stuff out of the labs and where practicable deploying this type
of technology?

Secretary HAGEL. Yes. As you have noted, we have a high pri-
ority on this, and you have just recited a couple of examples. We
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have a platform ship that is involved in some of this testing right
now. So we will continue to be very focused, very engaged, and we
will assure the prioritization of the resources we need to continue
to carry it out.

Mr. LANGEVIN. And let me also, maybe expanding on it a little
bit, touching on a couple of operational aspects of anti-access and
area denial environments, such battlespace limitations are likely to
place a premium again on particular assets, technologies and com-
petencies, particularly in the Asia-Pacific region where there is a
significant proliferation of submarines, advanced tactical fighters
and ballistic missiles, as well as many electronic warfare chal-
lenges.

General Dempsey, perhaps can you speak to how the Department
is resourcing, training, and investing in research and development
in order to meet those challenges, particularly with regards to di-
rected energy, undersea warfare, and advanced tactics, technique
and procedures?

The CHAIRMAN. General.

General DEMPSEY. Yes, sir.

The CHAIRMAN. The gentleman’s time has expired. I would ask
if you could please handle that one for the record.

[The information referred to can be found in the Appendix begin-
ning on page 114.]

The CHAIRMAN. Mr. Turner.

Mr. TURNER. Secretary Hagel, General Dempsey, thank you for
being here. I greatly appreciate your dedication, and we really ap-
preciate this dialogue today. I want to start by thanking both of
you for your dedication on the issue of sexual assault in the mili-
tary. General Dempsey, you have had exemplary dedication to this
issue, and we appreciate your voice as we have looked to both try
to change the culture of the military and look at the rules and reg-
ulations that need change.

Secretary Hagel, thank you for your position on addressing Arti-
cle 60 after we had the incident of General Franklin overturning
a conviction of sexual assault.

My co-chair of the Sexual Assault Prevention Caucus, Niki Tson-
gas, and myself recently received a presentation from the Air
Force, and we appreciate their dedication on this issue.

We look forward to working with you on the language for that
because there are a number of considerations, which I know you
referenced in your letter. We have some additional issues that we
think that should be addressed. So my co-chair, Niki Tsongas, and
I will be working with both of you on that as we proceed to the
NDAA.

On sequestration, I wanted to relate that General Wolfenbarger,
the commander of Wright-Patterson Air Force Base, related her
concern that so many times in our discussion of the effects of se-
questration we miss the personal effects that this is having on the
workforce, both our men and women in uniform and our civilian
workforce. In my community, Wright-Patterson Air Force Base,
13,000 people are facing furloughs, which, you know, those are the
people who get up every day to protect our national security. So I
want you to please pass on that Members of Congress are very con-
cerned about the personal effects of people who have kids in col-
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lege, vacations that are going to be postponed, other expenses, and
real life hardships that this is going to result in.

I have a question for Secretary Hagel and a question for General
Dempsey. My first to Secretary Hagel is about our ability to main-
tain responding to two conflicts, and my question to General
Dempsey will be about missile defense and our ability to do look-
shoot-look as we look to Iran.

Secretary Hagel, Secretary Panetta, just as he was about ready
to leave, was at the 2012 Munich Security Conference and made
this statement: “We will ensure that we can quickly confront and
defeat aggression from any adversary any time, any place. It is es-
sential that we have the capability to deal with more than one ad-
versary at a time, and I believe we have shaped a force that will
give us that capability.”

We have, coming up in NATO, a joint training exercise that is
currently scheduled in Poland. That is obviously very important to
Members of Congress because we know how sensitive our relation-
ship is with Poland, as the administration has walked away from
its commitment to missile defense. We are going to be watching
and certainly hoping that this has the full support of the Depart-
ment of Defense that this joint exercise in NATO and Poland take
place.

But my concern is, obviously, our ability, as we look at sequestra-
tion and defense cuts, to give our allies the assurance that we can
do two conflicts. With the tilt to the Pacific, NATO is obviously
nervous. And I would like, Mr. Secretary, your comments on that.

And then, General Dempsey, General Kehler has said of his con-
cern of our ability to do look-shoot-look: I think we are well behind
the ball as we look to North Korea and the missile defense pres-
ence that we should have there. As we look to the rise of Iran, this
committee has placed in the last NDAA language for an East Coast
site that would augment our missiles in Alaska and give us that
shoot-look-shoot. I would like your thoughts, General Dempsey, on
the—you know, we look at Commander Jacoby, and he said, you
know, an East Coast site would give us that increased battle-
space—on your thoughts on the shoot-look-shoot doctrine and op-
portunity.

Secretary Hagel.

Secretary HAGEL. Thank you, Congressman. On NATO and those
exercises, and our complete full support of our continued alliance
and relationships, absolutely we are committed and will stay com-
mitted to those exercises, to our allies, to the entire framework, the
objective, the purpose of NATO. I don’t know if you are aware, but
last 4 years I have been chairman of the Atlantic Council, and I
have given many speeches on this specific issue all over the coun-
try, all over the world. The critical relationship that we have with
NATO, I don’t believe there certainly not a collective security ar-
rangement in the world like it, hasn’t been. But it is bigger than
just a security arrangement. It is the one anchor that secures inter-
ests based on human rights, based on the same values of each of
the 28 members, and that is a pretty significant starting point. And
it can’t fix every problem and it shouldn’t be expected to. But to
maintain and to build and strengthen that alliance is absolutely
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critical to our interest, and it will certainly be reflected and is re-
flected in current and forward relationships.

On your comment about walking away from the relationship with
the Poland missile defense issue, let me just comment on that. We
talked to the Poles and our NATO allies about the decisions we
made on the ground-based initiative, and I think you know and we
are continuing to stay committed, they know this, the President
said this, to that relationship on the European Phased Adaptive
Approach. One through three, we are looking at four for a lot of
reasons. There is some of that phase four that we think is too ex-
pensive and probably doesn’t do the job. We are looking at that.
The Poles are in compliance with that, with us, they agree. We are
not taking anything out of there. We are continuing to fulfill the
commitments in Poland with the Poles, as well as to NATO. So I
just wanted to give you my take on that, Congressman.

The CHAIRMAN. If you have anything further on that, if you can
take it for the record.

Mr. TURNER. If you could let me provide for the record your re-
sponses on the East Coast site, because you know that, obviously,
since you have taken out phase four, which was the only portion
that would protect the——

[The information referred to can be found in the Appendix on
page 107.]

The CHAIRMAN. The gentleman’s time has expired.

Mr. TURNER. That could be important.

The CHAIRMAN. Mr. Larsen.

Mr. LARSEN. Thank you, Mr. Chairman.

First off, I want to thank the Secretary and the Department for
putting in the budget request an investment at NAS [Naval Air
Station] Whidbey Island for the P-8A hangar and hangar mod-
ernization as we are moving P-8As there to replace the P3s.

The second point I would want to make is that as we are looking
at the budget, near term and long term, something that tends to
be a feast or famine proposition is the investment we make in elec-
tronic warfare. And if history is a guide, we are headed into famine
on electronic warfare, and I hope that we can break that cycle in
the near term and long term.

But to a few questions here for the Secretary. The President has
made clear that securing and removing vulnerable fissile material
worldwide is a top priority. I know Representative Sanchez asked
a related question. But the DOD in a memorandum of under-
standing with NNSA agreed to transfer dollars over to NNSA over
several years to support nuclear weapons programs, and these
funds are not available to support nonproliferation programs and
securing and removing vulnerable fissile material.

So why is that the case? We have one priority, it has been clear
from the President, and DOD signed an MOU [Memorandum of
Understanding] with NNSA to do something the opposite.

Secretary HAGEL. As I addressed part of that question pre-
viously, as you noted

Mr. LARSEN. Right.

Secretary HAGEL [continuing]. Our specific responsibility, DOD’s,
with nuclear weapons is deterrence. The nonproliferation piece, as
you know, has always resided in other agencies, specifically State.
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Now, we are part of that, we cooperate with that, START [Strategic
Arms Reduction Treaty] treaty issues and so on. We participate in
that, but we don’t have responsibility for that.

As we are looking at all these relationships, and in particular the
agency relationship you are talking about, it is not in the budget
because that is not our budget line responsibility.

Mr. LARSEN. I guess I would just note that—and we are looking
at nonproliferation and nuclear weapons—that we not revert to
stovepiping how we approach those issues when it comes to non-
proliferation writ large, which includes our nuclear weapons pro-
gram, but also includes investment in actual specific nonprolifera-
tion programs. And I would just caution us not to revert to stove-
pipes like we used to have many years before I got here.

Secretary HAGEL. Well, thank you. The Comptroller wanted to
also add something.

Mr. LARSEN. If he can be very quick.

Secretary HALE. I will. This is a national program, as you said.
We don’t have primary funding responsibility. We do provide some
funding through the Cooperative Threat Reduction Agency, which
would be about $500 million. Some of that goes for nuclear non-
proliferation in support of other agency efforts.

Mr. LARSEN. Okay. Second question is, last year we had your
predecessor, Mr. Panetta, and General Shinseki here for the first
time ever to testify jointly on DOD and VA [Department of Vet-
erans Affairs] cooperation. Have you made a commitment yet that
you are going to continue the efforts that Mr. Panetta put forward
to continue that cooperation with the VA, especially when it comes
to electronic healthcare records and the transfer of those records
and tracking these folks from the time they enter your service to
the time they get to the VA and well beyond?

Secretary HAGEL. Yes, we are committed to continue to work
with the VA. I just spoke with Secretary Shinseki yesterday. We
have met a couple of times since I have been at DOD. We have
talked many times on the phone, at a number of meetings. We
have the responsibility in DOD. We produce the veterans. And we
are not near where we should be. But yes, absolutely, we will stay
committed and we will work as a partner and do everything we can
to fulfill a seamless network.

Mr. LARSEN. Good. We need a seamless network, and I think the
Department really needs to be sure that the folks working under-
neath you are stepping up to that commitment as well.

Secretary HAGEL. One of the first things I did when I got over
there was to get into this. I was deputy administrator of the Vet-
erans Administration in 1981 and 1982. Had a little something to
do with getting their system on track.

Mr. LARSEN. I have got to launch one more question at you.

Secretary HAGEL. Okay, go ahead.

Mr. LARSEN. Are you in favor of closing Gitmo [Guantanamo]?
And do you believe that you have any authority to transfer any de-
tainee for any reason, whether that is judicial, medical, or military?

Secretary HAGEL. Well, I support the President’s position on
Gitmo. The reality is that we have responsibility for Gitmo now.
There are 166 prisoners there now. That is where we are. So, as
Secretary of Defense, I have to assure the security of that facility
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and all of the responsibilities that go with that detention facility,
including the people that we have down there. And so that is my
responsibility.

Mr. LARSEN. Just for the record, the answer to the second ques-
tion, if he believes he has any authority to transfer for any reason,
judicial, medical, or military?

[The information referred to can be found in the Appendix on
page 107.]

Mr. LARSEN. Thank you, Mr. Chairman.

The CHAIRMAN. We will hear now, Mr. Kline, we will turn to you,
and then at the end of your questioning we will take a 5-minute
recess. Mr. Kline.

Mr. KLINE. Thank you, Mr. Chairman.

Thank you gentlemen for being here. I have got a question that
is a little bit off of the budget and so I don’t want to be guilty of
ambushing any of you with this, but I just want to talk for just a
minute and then ask a question about the Medical Evaluation
Board backlog. And I don’t know if this is something that you are
on top of, and so of course I will be happy to take the answer for
the record.

But we have just got an awful problem out there that is affecting
our soldiers. The Minnesota National Guard, for example, now has
168 of these Medical Evaluation Board cases pending. The National
Guard Bureau Surgeon’s Office reports 5,269 open cases, and the
average adjudication time—the average adjudication time for Min-
nesota cases is currently 4%z years from the date of injury, and
that is about the national average. It is an awful situation. And for
the Reserve Component, for the Guard these soldiers have to travel
to a base where there is an Active Duty surgeon, doctor, medical
doctor, that can make the determination. It is a blow to morale, it
is incredible that we have allowed this system to deteriorate in this
way.

And so my question is, what are you doing about it, and what
can we do to help if you need legislation? And again I will be happy
to take it for the record, but I don’t want to let it slip by. It is
something that we have to address. And I am astonished that it
could have gotten to this point where you have these soldiers who
are being almost literally jerked around as they have to travel
sometimes halfway across the country to go and be evaluated and
then come back and then have to turn around and go back again
and take years to get the question answered. And this affects, of
course, their ability to be retained, and it is an important part of
the process.

On another subject, because we are in an awful budget pinch,
which we have talked about and we have seen the President’s
budget and your comments about it, I wonder if you, that the OSD
[Office of the Secretary of Defense] or the Joint Chiefs, so either
one of you have taken a serious look at the possibility of consoli-
dating any part or all of the 16 DOD agencies or looked at the pos-
sibility of combining combatant commands like NORTHCOM
[Northern Command], SOUTHCOM [Southern Command], EUCOM
[European Command], AFRICOM [Africa Command]. These com-
mands, I understand, were important. We created AFRICOM at a
time of a lot of money and a lot of troops, the bizarre position of
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not even having a headquarters in Africa. And these headquarters
take not only four-star generals, but then the appropriate number
of lesser generals and SESes [Senior Executive Service] and staff,
and then everybody has to have their own intelligence center. And
it just seems to me that now is the time to look at that, and I
would be interested in any thoughts that either of you have about
that possibility.

Secretary HAGEL. Congressman, thank you. On your first ques-
tion, that is intolerable, that is unacceptable. I was not aware of
the specifics that you mentioned. I will become aware of them, we
will get back to you, we will give you a complete answer and what
we are doing about it.

[The information referred to can be found in the Appendix begin-
ning on page 116.]

Mr. KLINE. Thank you.

Secretary HAGEL. So on the second question, I am not aware of
any serious consideration of consolidation of commands or any of
thosed structures. Now, I am going to ask General Dempsey to re-
spond.

But I would say that as we get deeper into the strategic priorities
and management review, I don’t know whether your specific ques-
tions would be addressed exactly the way you addressed them,
merging some of the combatant commands, and nine combatant
commands we have now. But certainly pieces of those will be re-
viewed in this review.

So, let me now not use any more of your time with me on this
because the Chairman will have a better answer.

General DEMPSEY. We are looking at the fourth estate, which is
the defense support agencies, and we are also looking at the com-
batant commands, and not only them but the component com-
mands that reside under them. We are looking at the architecture
in its entirety.

Mr. KLINE. Thank you. And we would, of course, appreciate you
sharing how you are doing on that with the committee as we go
forward. I just think now is the time to do it. And so I appreciate
the answer from both of you.

And, Mr. Chairman, I yield back.

The CHAIRMAN. Thank you.

And, Mr. Secretary, when you respond to the gentleman, could
you also give that to the committee? Because I think all of us are
having that same problem in our districts. It would be good for us
to see that.

Secretary HAGEL. I will.

The CHAIRMAN. The committee will now stand in recess. We will
reconvene at 12:15.

[Recess.]

The CHAIRMAN. The committee will come to order.

Ms. Bordallo.

Ms. BorpaLLO. Thank you very much, Mr. Secretary. And I
would like to welcome Secretary Hagel, General Dempsey, and, of
course, Under Secretary Hale.

Gentlemen, in the 11 years that I have been in Congress, I have
always wanted Guam to be better known. But I certainly didn’t
think it would be under these circumstances. And, Mr. Secretary,
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I want to thank you for your leadership and proactive approach
with respect to the current North Korean threats, and your willing-
ness to reposition a THAAD [Terminal High-Altitude Air Defense]
missile defense system on Guam is certainly very reassuring news
to my constituents and to the military on Guam.

I also appreciate the Department’s continued commitment of sig-
nificant funding for the realignment of Marines from Okinawa to
Guam. We have made some positive progress this past year, and
I think the fiscal year 2014 budget builds off this progress.

Mr. Secretary, I read in your statement that the fiscal year 2014
budget protects or increases key investments in missile defense at
a cost of $9.2 billion. One aspect of this missile defense is to protect
against ballistic missile threats, and the Department is procuring
additional THAAD interceptors and Patriot missiles.

Now, the EIS for the Guam realignment called for a permanent
THAAD and Patriot missile defense system on Guam. Given the
unpredictability of the various actors in our region, can we expect
the recently deployed THAAD to remain on Guam permanently,
which would be consistent with the EIS?

Secretary HAGEL. Congresswoman, thank you. And I appreciate
very much your comments. I am going to make a brief comment in
response and then ask General Dempsey to be more specific.

You ended your statement with the observation, which is correct,
of the uncertainty and the unpredictability in your part of the
world right now, and that is what we have to factor in, in all our
decisions as we prioritize where are the threats, where are they
coming from, where they may continue to come from. So our deci-
sions on THAAD, on all our platforms, are always evaluated on
that basis, and it specifically addresses your area in Guam.

Now, with that, let me ask General Dempsey to be more specific
to answer your question.

Ms. BORDALLO. Thank you.

General DEMPSEY. When we deployed THAAD we did so with the
idea that we would review the decision in about 90 days, and that
is because we only have one right now. We have another one in
training and another one that will come on the year after that. And
it would be prudent for us to wait to decide whether to leave it
there permanently until we see how the rest of the world evolves
in terms of ballistic missile threats. Right now Guam is protected
from the sea by an Aegis system.

So our commitment to you is we are not going to leave Guam un-
protected. This particular capability may or may not stay there per-
manently.

Ms. BORDALLO. Well, General and Secretary, I would respectfully
request that we have something there permanently.

My second question is, as the ranking member of HASC [House
Armed Services Committee] Readiness Subcommittee, the reduc-
tions already made to military forces and those requested of DOD
in the coming years simply do not draw a parallel to the current
threats facing our Nation. So, Mr. Secretary, I would like you to
describe your level of confidence in the readiness of our force and
your ability to meet existing commitments in the next 5 years. How
will you know when we have reached a readiness crisis and how
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will you know that the force is not ready? What are the triggers
or the metrics that make such a situation evident?

Secretary HAGEL. Thank you. First, as you know so well, readi-
ness is our first priority. And I will begin with some of the con-
versation we have had this morning on the whole point behind the
Strategic Choices and Management Review that I directed about a
month and a half ago, which Deputy Secretary Carter and General
Dempsey are leading, because it focuses right on that key question
of readiness and when and how and when will we not know and
when will we know and all the components of that.

That is why we are doing this. That is why we are looking at ev-
erything, factoring in every budget reality, what may happen, what
may not happen. But that is the essence of what we do in our main
responsibility, having the capability to be ready, to respond, take
initiative, agile, flexible, competent, capable, with a force structure,
and everything else has to support that.

Ms. BorRDALLO. Thank you.

The CHAIRMAN. Thank you.

Mr. Chairman, could I ask one further small question?

The CHAIRMAN. No. The gentlelady’s time has expired.

Mr. Rogers.

Mr. ROGERS. Thank you, Mr. Chairman.

And thank you gentlemen for your service to our country and for
your attendance today.

Mr. Secretary, I represent the Anniston Army Depot in Alabama.
Several thousand employees have dedicated their careers to sup-
porting our warfighters and they have served side by side with
them here at home and in theater. The Department sent furlough
notices across the entire civilian workforce. My question is, when
it comes to the Anniston Army Depot and similar maintenance fa-
cilities like it that are funded through the Defense Working Capital
Fund, which is fully funded and in fact has carryover work through
into next year, why are they being issued furlough notices?

Secretary HAGEL. Congressman, thank you. I don’t believe we
have sent any furlough notices out.

Secretary HALE. We have notified the Congress of the possibility
of furloughs on February 20th, but we have not sent out individual
notices of proposed furloughs to employees. We have said we may
have to, but it is still being considered.

Mr. ROGERS. Would that “may have to” include installations that
are funded by the Defense Capital Fund that is fully funded for
this fiscal year?

Secretary HAGEL. Well, we are going to have to exempt some ci-
vilians for safety, security, the areas that are of highest priority.
As to your specific question

Secretary HALE. Yes, it could. I mean, we haven’t made a final
decision. And the reason is, although you say they are fully funded,
frankly, we are having terrible cash problems in all of our depots
right now because of the reduction in workload, which is under-
standable given what is happening to the budgets that pay for
them. So we have not made a final decision, but it could include
some of the depot workers.
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Mr. ROGERS. Under what basis, since the money is there, it has
already been paid? I mean, they literally have carryover work well
into the end of next year that is funded.

Secretary HALE. Well, as I said, the working capital funds have
to break even on a cash basis by law, we can’t go below zero, and
we have a cash crisis in virtually every one of our depots because
the workload is being drawn down in many of them. So again I
want to restate we have not made a final decision either way. But
I can’t sit here and tell you no chance there would be any furloughs
of depot workers.

Mr. RoOGERS. If in fact it does happen, I would really love to have
a much more detailed conversation with you about how that could
arise. But thank you.

Mr. Secretary

Secretary HAGEL. Excuse me, Congressman, if I may, to get to
your point, your request, yes, we will. We obviously, if we have to
do that and make any of these tough choices on furloughs, which
as you know we have been talking about, hopefully we won’t have
to or at least minimize it. As you know, we have moved from 21
to 14 and maybe we can get better, maybe we can’t. But we would
let the Congress know of our actions.

Mr. RoOGERS. Thank you. Mr. Secretary, your predecessor, Sec-
retary Panetta, stated in here that he believed that the treaty
route, with confirmation by the Senate, was the only appropriate
way to undertake nuclear reductions with another state. Do you
concur with that observation and that position?

Secretary HAGEL. Well, generally, that has been the route that
we have taken. I mean it has been Soviet Union, Russia. And for
the reasons treaties are important, I have always supported.

Mr. ROGERS. Well, there was an attempt under the Bush admin-
istration to try to outside the parameters of a treaty, as you know,
you were in the Senate at the time.

Secretary HAGEL. Yes.

Mr. RoGERS. That was criticized soundly then for trying to get
around the Senate and that it would not be verifiable. So I hope
that you still feel as you did when you were a Senator that the
Senate should have to ratify any nuclear arms reduction agree-
ments.

Secretary HAGEL. Well, I think all those treaties are important,
that route, that process, if for no other reason than what you just
noted. It brings the American people into it, it brings the Congress
that represents the American people into that process. Now, there
may well be, as we get into complicated pieces here down the road,
some variables to, well, can we do something better this way than
a treaty? I don’t know. But you look at all the options, you look at
all the ways to accomplish the purpose and the end mean. But
overall I have not changed my opinion as I sit here from where I
was in the Senate.

Mr. ROGERS. Thank you.

General Dempsey, do you believe that such an agreement would
be verifiable outside the parameters of a treaty if confirmed by the
Senate?
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General DEMPSEY. That is obviously a policy decision. What I
have said as the military adviser is that any further reductions
should be done as part of a negotiation and not unilaterally.

Mr. ROGERS. Thank you both and all of you for your service
again.

I yield back, Mr. Chairman.

The CHAIRMAN. Thank you.

Mr. Courtney.

Mr. COURTNEY. Thank you, Mr. Chairman. Thank you to the wit-
nesses for your thoughtful testimony and endurance this morning.

I want to ask Secretary Hagel a question about Afghanistan, but
before I do I just want to run through a couple quick points as long
as I have got you here. Number one, Secretary Panetta did, I think,
make auditability of the Pentagon a priority, which a number of us,
with Mr. Hale’s assistance, have been pushing for on this com-
mittee, and I hope again that you will continue that effort. As we
are dealing with budget issues, we have to see what we are doing,
and waste and duplication, it is there, we know it, auditability will
help that cause. And I did get your letter, and I want to thank you,
that expressed your commitment to that.

Secondly, on export controls, the Department did move forward
about a few weeks ago to try and simplify the system of export con-
trols for our defense manufacturing industrial base who are going
to be, again, under a lot of pressure. You know, things like valves
and helicopter parts and engine parts which have been restricted
because of ancient, outdated regulations needs to be changed. And,
again, good progress recently, and, again, I hope under your leader-
ship that effort will continue.

The last point is, is that the budget document tries to frame
BRAC in the context of the Budget Control Act; 2021 is the time-
frame of the Budget Control Act. As someone who has spent 7
years on the Readiness Subcommittee dealing with the 2005 budget
BRAC, which is not going to generate a penny of net savings for
13 years, no prior BRAC has been able to do that in less than 6
years, frankly, that is just a case that doesn’t work. There may be
other reasons why people want BRAC, but doing it in the context
of the Budget Control Act, frankly, for a lot of us who have spent
a lot of time on this issue, that just doesn’t work.

But my real question this morning is, again, you made your visit
to Afghanistan, and I compliment you on the elegant response
when you were asked about the situation there and described it as
complicated. You know, I would just say, as someone whose dis-
trict, we lost a Marine captain from Madison, Connecticut, whose
funeral was a few weeks ago, who was the victim of so-called
friendly fire, again 2014 we all get it, that is sort of the end date,
but are you going to be coming to us with sort of your own
thoughts now that you have had some opportunity to digest the sit-
uation over there about, between now and then, what is the pace?
Is there, again, going to be sort of more feedback to us in terms
of what your thoughts are on this conflict, which really should be
our number one priority on this committee with 66,000 troops in
harm’s way.

Secretary HAGEL. Thank you. And thank you for your first two
comments, and we will continue to work together on those.
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On your question regarding Afghanistan, first, you are exactly
right, it is our first priority. We are at war, we have 66,000 Ameri-
cans there, and we have been there 12 years, and there is no high-
er priority. And we will continue to do everything to support that
mission and make that the highest priority.

As to your larger universe of thoughts on my thoughts regarding
drawdown times and so on, when I was in the Senate I went to Af-
ghanistan many times. Matter of fact, was in the first congres-
sional delegation that landed there—I think it was 1 o’clock in the
morning—under [unintelligible] in January of 2012—or, I am sorry,
2002. And doesn’t mean I am an expert on it, but been back many
times since. I support the current process, drawdown time. How we
are doing it responsibly, I think it is critically important we do this
responsibly. One of the first, maybe the first question I guess this
morning was about Afghanistan from the chairman, about the Bi-
lateral Security Agreement, and that is the centerpiece of how we
continue to unwind and transition.

I think that is the correct course. There are a lot of things that
have to happen and be put in place, BSA being one of them. We
have to be mindful of all the dynamics, Pakistan, so on. I will al-
ways be available to you on any basis for any question, whether
you want to call me or have a one-on-one privately on this or my
thoughts to any member of this committee.

But just suffice to say, I think we are on the right course. We
are doing it the right way. It is not done yet, a lot of problems.
Question was asked about the OCO budget, how come we are not
drawing that down because we are drawing our guys out. A lot of
expenses yet remain, a lot of uncertainties, you know that.

Every day I get a report, start the morning on Afghanistan. Gen-
eral Dunford was in 2 days ago. We spent 2 hours with him. As
you know, the Chairman was just there last week. So there is no
higher priority in the focus of DOD than getting this right, getting
our people out safely, and doing what we have got to do.

You mentioned the green-on-blue attacks, those kinds of things,
huge problems. We are going to have to continue to deal with
those. We have got NATO partners in there, ISAF [International
Security Assistance Force] partners in there. Then the bigger ques-
tion which came up here today is what kind of residual force do we
leave behind. Define, train, assist, and advise, the President has
said that will be our role. I think that is correct. But still a lot of
pieces out there. So I am available to you or anyone else at any
time to give you my thoughts. Thank you.

Mr. COURTNEY. Thank you Mr. Secretary.

The CHAIRMAN. Thank you very much.

Mr. Franks.

Mr. FRaNKS. Well, thank you, Mr. Chairman.

Thank you gentlemen for being here.

Mr. Secretary, thank you for your presence here today, sir.

During the March 15th press conference on missile defense, Dr.
Jim Miller stated and related to North Korea that, quote, at that
time, the threat was uncertain, right, we didn’t know that we
would see today what we are now, close quote. In other words, it
sounds a little like that we were waiting on the North Koreans to
succeed in developing missiles to attack the United States before
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we would need to improve our own missile defenses. And I just
have to ask the hard question: Is this going to be the posture of
the Obama administration in dealing with the evolving Iranian
ICBM program? Do we need to wait for success by the Iranians be-
fore we deploy an additional capability or are we going to try to an-
ticipate the evolving threats and be ready to meet them before they
are deployed?

Secretary HAGEL. Congressman thank you.

Let me begin with this. You know what this administration’s pol-
icy is on Iran. The President has been very clear about that, pre-
venting Iran from developing a nuclear weapon.

Mr. FrRANKS. I don’t think the Iranians are as clear on it as the
President would like for them to be.

Secretary HAGEL. Well, there are a lot of things that we would
like the Iranians to be clearer on. But I think the President has
been very clear on this. Our allies have been clear on this. We
have, as you know, many channels working on this, diplomatic,
P5+1 [United Nations Security Council plus Germany], which has
met recently. The most significant international sanctions against
a country, certainly, I think in our lifetime, U.N. supported.

So we are working all the dynamics on this. Our force structure
in the Arabian Sea, our capabilities, our military options, contin-
gencies. So, no, we can’t control internally what decisions are
made, what they do. We are trying to have some influence over the
Iranian leadership’s decisions. Whether that will have an effect, the
right outcome, the right effect, I don’t know.

But again, I think the President’s position on this is right and
has been right, and we will continue to go forward on that basis.

Mr. FRANKS. Mr. Secretary, I guess my concern, as you know, I
appreciate the commitment to sanctions and those things, I believe
they are right and good. But to rely upon them without the backup
of clarity that the Iranians would understand I believe is a mis-
take. We have sanctioned North Korea practically into starvation
for nearly 50 years, and we find ourselves exactly in the place that
we are today. So I am hoping that, you know, my hope was that
somehow we could catalyze a commitment on the part of all of us
to be ready for whatever they decide to do, and that is my main
concern.

General Dempsey, I would maybe ask you a question now. We
see senior lawmakers in South Korea openly calling for South
Korea to consider developing its own nuclear weapons deterrence.
A recent poll shows that two-thirds of the South Korean public sup-
ports such a move. Similarly, we have seen calls by South Korean
officials to redeploy U.S. nuclear tactical weapons to South Korea
as a clear demonstration of the United States extended deterrent
commitment.

So I guess I would like to ask you, with that in mind, what ac-
tions do you think that we should be taking to strengthen our nu-
clear assurances to South Korea? Do you feel that redeploying U.S.
tactical weapons, nuclear weapons to South Korea to strengthen
our assurances is the best way? Or do you think it would be pref-
erable for South Korea to do as they would like to do, to develop
their own nuclear weapons capability?
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General DEMPSEY. Well, we are not encouraging any of our allies
to develop. We have been very clear about our extended deterrence
and assurance. And I think some of the actions we took in the last
vifleek or so with B-52s and B-2s were a clear demonstration of
that.

Secondly, we have been working with the South Koreans on re-
vising their national missile guidelines to give them a ballistic mis-
sile capability to be able to range further than they had been able
to range previously.

So I think we are in about the right place, at least military to
military, the public proclamations notwithstanding.

Mr. FRANKS. But are you able to address the issue of U.S. nu-
clear tactical weapons in South Korea?

General DEMPSEY. No, we do not advocate the return of tactical
nuclear weapons to the peninsula.

Mr. FRANKS. Mr. Chairman, thank you very much.

And again, thank you gentlemen.

The CHAIRMAN. Thank you.

Mr. Loebsack.

Mr. LOEBSACK. Thank you, Mr. Chairman.

Thanks to both of you for your service, and Mr. Hale as well. Ap-
preciate the opportunity to ask a couple questions on the readiness
front, if I may. I do appreciate everything that our industrial or-
ganic base provides. I think we all understand how important that
is, especially, obviously, when it comes to our arsenals, our depots,
our ammunition plants, et cetera. And thinking about going for-
ward in the event that we have another contingency, we have to
be ready. There is no doubt about it. And that industrial organic
base is going to be very, very important, as it’s shown to be the
case with these last two conflicts.

Now, I think that to preserve our readiness, we have got to make
sure that that industrial base stays warm during peacetime as
well, and I think we can all agree on that. Mr. Secretary, you have
indicated that reductions in the civilian workforce would be based
on analysis designed to preserve essential skills and capabilities.
We have to be able to do that at those arsenals, those depots, what-
ever the case may be. Can you specify how that analysis, any ac-
tions proposed by the Department would, in fact, preserve those ca-
pabilities found within that organic industrial base and ensure that
we maintain that highly skilled workforce, something that is abso-
lutely essential? Can you elaborate on that a little bit?

Secretary HAGEL. Congressman, thank you.

First, I agree, and I think the entire leadership of DOD agrees
with your emphasis on how critical it is to preserve that industrial
organic base. So there is no issue there. Now, how do we do it in
light of the kind of budget realities we are facing? Well, that is all
part of the prioritization of balancing, as the General noted two or
three times this morning. How do you balance all this and keep
that readiness, but also preserving—in the Chairman’s comments
he got into this, this morning in his statement—preserve the abil-
ity for the longer term, for the future. And if you erode that base,
then you are going to have a huge problem.

One of the things that I have noted and the Chairman has, the
chiefs have said that we are consuming our readiness at the cost
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of the longer term as we allow that base, if that happens, to erode.
So we are going to do everything we can to preserve that base be-
cause it is critical to our future capabilities.

Mr. LOEBSACK. And if we have a conflict down the road and we
have let that base erode, it is going to be more costly in the end
to get it back up and running again. And so we need to keep that
in mind throughout as we are making these decisions, and I appre-
ciate that.

One other question I have about the Reserve Components, Na-
tional Guard and Reserve. I appreciate your response earlier, Sec-
retary Hagel, but I would like to turn to General Dempsey and
maybe drill down just a little bit more deeply if we could. We all
understand how important the Guard has been, the Guard and Re-
serve, in these two conflicts, the Title 10 missions that they have
been on. We also understand how important they are for domestic
responses to tornadoes, earthquakes, all the rest. If you could, Gen-
eral, just talk a little bit more about the coming years and how you
see Active Duty versus Reserve Components that balance how we
are going to maintain that balance, and, in particular, to keep
those Reserve folks there in the event, because I assume we are
going to still look at them as an operational force. How does that
play out moving forward?

General DEMPSEY. Hopefully, it won’t be Active versus Reserve
Component. We have actually read that book and some of us have
that T-shirt.

Mr. LoEBSACK. We had a bit of a concern about that with respect
to Air National Guard.

General DEMPSEY. Right. No, I know.

Mr. LOEBSACK. Keep that in mind

General DEMPSEY. I keep it in mind. I absolutely have it in mind.
And so the idea here is we take a look at the total force, and I real-
ly do believe in the total force, and we determine which capabilities
have to be immediately available and those need to be in the Active
Component, and the ones that can wait for some period of time, we
migrate those elsewhere.

We have got the Chiefs and General Grass, the Chief of the Na-
tional Guard Bureau, we have a Reserve representative on the
Joint Staff. And as we go forward we will figure out how to have
the right balance of capabilities. But make no mistake about it, if
we go to full sequestration and maybe even something less, all of
the components will be affected. But the commitment we have
made is that we will go after this answer as a total force.

Mr. LOEBSACK. Thank you.

Just one last point I would like to make. I do want to associate
myself with Congressman Wilson and his concerns about the bene-
fits. I know we have to make tough decisions and there are going
to be tradeoffs we have to make, we are going to have limited budg-
ets, there is no doubt. But at the same time these are folks, as we
all know, who volunteered, and we have to make sure we treat
them, I think, with the dignity and the respect they deserve. So
thank you very much.

The CHAIRMAN. Thank you.

Mr. Shuster.

Mr. SHUSTER. Thank you, Mr. Chairman.
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And thank all of you for being here today. My question deals spe-
cifically with MEADS [Medium Extended Air Defense System], Mr.
Secretary. During your confirmation process you assured your
former Senate colleagues that you would uphold the NDAA prohibi-
tion on funding MEADS. What has changed that and why have you
moved forward with it?

Secretary HAGEL. Well, what has changed is the appropriations
bill that was passed a few weeks ago that put the money back in
the budget to fulfill that last year commitment. According to our
Office of General Counsel, and I asked for legal advice on this, they
have told me that we are obligated to finish that contract as a re-
sult of that appropriations directive with the money, and that is
what has changed.

Mr. SHUSTER. Well, I respectfully think you need to get some
new lawyers, because I believe it is pretty clear in the NDAA we
said the final only obligation in 2012, and then in the language we
have used, it is a prohibition on the use of funds for MEADS.

In addition to that, it is foolish for us to be spending almost $400
million on a system that nobody is going to procure, nobody is
going to buy. And in the times we face today with North Korea rat-
tling their saber, in this case rattling their missiles, we ought to
be focusing on missile defense. And I see that the President’s budg-
et cut over $500 million in missile defense. I mean, this to me is
just foolish to be spending $400 million on a system that just is
never going to be deployed.

Secretary HAGEL. I am not here to defend MEADS, but I would
respond this way, aside from what I have already said about our
legal counsel advising me that we are obligated to make that last
payment. Two other points.

Mr. SHUSTER. They say you are obligated under what law?

Secretary HAGEL. Under appropriations.

Mr. SHUSTER. And again, this committee, the committee and the
Senate Armed Services Committee, we write the laws, the appro-
priators just cut checks. So the law is pretty clear.

Secretary HAGEL. Thank you. But that was the advice I got from
counsel. We went into it at some detail, and that was the decision
I made. There are a couple other facets to this to respond to you.
And again, I am not here to defend that system. That was all in
place long before I got here.

There would be, if we didn’t fulfill that commitment, there would
be litigation costs and there would be penalty costs which might
have actually gone more than what we are going to do to fulfill our
obligations to our partners, Italy and Germany, on that. Actually,
there are some things that came out of that as I have asked a lot
of questions about this, because I have gotten hit and will get hit
again with questions on it and should be. What did we learn from
this? Is any of this applicable for us to go forward? And I am told
by our missile people there are a lot of things that we can use.
Now, I know that doesn’t satisfy with your question and concern.

Mr. SHUSTER. Not only doesn’t satisfy, but the fact that there is
a 2005 memorandum of understanding that clearly states the re-
sponsibilities of the participants will be subject to the availability
of funds appropriated for such purposes. And again, we passed a
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law that prohibits that, so it seems to me that your lawyers are
wrong again.

And as far as the components of interest, the MSE [Missile Seg-
ment Enhancement] interceptor is something we want, we are al-
ready integrating it into the Patriot missile system. And the other
thing that we want, the 360-degree radar is under a stop work
order because of the funding of the Germans and the Italians.

So, again, the American people, the taxpayers are paying for
something that is never going to be deployed while we have reaped,
we have harvested the technology, the main technology that we
wanted on the system. So again, we are going down a path here.

And we have got North Korea, everybody is seeing the news, who
knows what that crazy guy is going to do? But we have to make
sure we are beefing up our missile system, and the President’s
budget cuts it by, I believe, $550 million. This is irresponsible. And
again, you as the Secretary, I think you need to go back, I think
you need to talk to your lawyers, because I think there is probably
grounds here to sue the Department of Defense, and now we are
going to get into litigation. And I think you have a responsibility
to the American people first and foremost and get another crew of
attorneys in there to make sure they understand the law.

Secretary HAGEL. I will ask them a question again. Thank you.

Mr. SHUSTER. I yield back my time.

The CHAIRMAN. Ms. Tsongas.

Ms. TsoNGaAS. Thank you, Mr. Chairman.

I would like to return to the issue raised by Mr. Turner, the
issue of sexual assault in the military. And I, like Mr. Turner, com-
mend you, Secretary Hagel, for recognizing the need to reform Arti-
cle 60 of the Uniform Code of Military Justice, especially so soon
after coming into this position, and for your proposal to eliminate
the ability of a convening authority to change findings after a
court-martial. I think we were all shocked by the recent decision
by a military convening authority, a general who had this authority
under the Uniform Code as it currently stands, to throw out a jury
verdict in a sexual assault case. And I appreciate your commitment
to solving this problem.

I would also like to thank you, General Dempsey, for all your ef-
forts to prevent sexual assault in the military. I know we all appre-
ciated very much your visit to the Hill last year to announce
changes to the way the military handles sexual assault, and I ad-
mire the willingness you expressed in your written testimony today
to explore new options and new ideas to confront this scourge.

To give you a sense, we all know the numbers, but to give you
a sense of the enormity of the issue, last year I attended, it was
a gathering of women and men who had been assaulted while serv-
ing in the military. It was here in Washington under the umbrella
of a service organization that has really worked on this issue. And
I walked into a ballroom full of people who had been assaulted
while serving in the military. It made the issue very real.

And many members of this committee, we have been working on
it for years, those who are more new to it, those who have been
here over the many years and obviously we have had the support
of our chairman, of Ranking Member Smith. So as a result, we
have put a lot of tools in the toolbox for the services to begin to
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really to give you just more tools, to finally come to a better place
than you certainly are today.

Last year’s defense authorization included language that created
an independent review panel to review and assess the systems
used to investigate, prosecute, and adjudicate crimes involving sex-
ual assault and the related judicial proceedings. I know you men-
tioned it, Secretary Hagel, in your written testimony. But how will
you go about the process of appointing people to this panel so that
we have a group that is really willing to be bold and thoughtfully
examine both military culture and the Uniform Code of Military
Justice so that we can get a better handle on stopping these
crimes?

Secretary HAGEL. Congresswoman, thank you. And thank you for
your leadership over the years as well other members of this com-
mittee. I am well aware of what you have done and continue to do,
and we thank you, and I look forward to continuing to work with
you. We have a lot more to do, as we all know.

On the sexual assault panel question, I am currently reviewing
a list of names that had been brought forward from my office. That
list started to accumulate actually before I arrived at the Pentagon.
It has come from different services, the General Counsel’s Office,
all the components of DOD, to reflect individuals who understand
this issue, are aware of this issue, have something to contribute if
they were part of this panel. I am currently reviewing those names,
and I think, according to the law, the Secretary has five designates
on that panel. I think four come from the Congress, if I recall. So,
I will make a decision on those panel members shortly and will be
letting the Congress know about that decision.

Ms. TsonGaAs. Well, I would encourage you to get a diversity of
opinions, those who can take a clear-eyed look at the services and
what they are doing and not simply those who—they are remark-
able institutions. These crimes do such great harm to all the won-
derful work that the services seek to do in protecting our country.
But I think you can stand up to the harsh scrutiny of those from
the outside as well and move ahead in a way that really does make
a difference in the long run.

I did a recent screening of “The Invisible War” back in Massa-
chusetts and people are scandalized at what they are learning, and
it just doesn’t serve you well. So I encourage you to be very bold
in the group that you suggest and bring forward.

Secretary HAGEL. Well, I will tell you that that group will be di-
verse, and that is the whole point of a panel like this, and that is
why I am taking time personally going through it.

Ms. TsoNGAS. Thank you. I look forward to working with you.

Secretary HAGEL. Thank you.

The CHAIRMAN. Thank you.

Mr. Conaway.

Mr. CoNAWAY. Thank you, Mr. Chairman.

Secretary Hagel, welcome to your new responsibility. Mr. Hale
would be disappointed if I didn’t at least talk to you a little bit
about auditing and the auditable financial statements of the De-
partment of Defense. Your predecessor did a great job of creating
the forward momentum to get this job done. The risk, of course, is
change in leadership and now with sequester and all the other
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challenges that are out there, this issue might be one of those that
could slip to a back burner. And I just appreciate your letter that
you sent me the other day, but on the record here that you are as
committed as Secretary Panetta was in getting this heavy lift done.

Secretary HAGEL. I am just as committed as Secretary Panetta.
I am not near as smart as Secretary Panetta on these things. He
had a long history of these kinds of matters, starting in this insti-
tution, as you all know, some of you served with him, on budget
issues and actuarials and statements that actually made sense. So,
yes, I will pick up where he left off. I already am. The Comptroller
and I have had many discussions about this, as well as others in
the institutions. Everybody is committed to get this done, and ev-
eryone is exactly where Secretary Panetta was and where we will
continue to be.

Mr. ConawAy. Well, thank you, Secretary. I appreciate that.
That is music to my ears. And I know you have some hard deci-
sions ahead as you try to allocate resources across an awful lot of
competing issues, but this is one that I appreciate your personal
support. And I want to publicly acknowledge Bob Hale’s yeoman-
like work that he has done on this issue for years. It is kind of like
Sisyphus, he keeps pushing this ball up and it keeps falling back
on him, but he has done great work.

Let me turn to Syria a little bit. It has been reported last month
in the open press that Syria used chemical weapons or that chem-
ical weapons were used. The President has stated over and over
that that is one of his red lines about if that is the case. If a red
line is crossed and we have to enact the plans, and I am assuming
that General Dempsey and his team have put in place to do what-
ever it is we need to do, the question comes, how do we pay for
that?

And I think the chairman has sent the White House a letter re-
cently asking that if we do something like that in these times of
budgetary issues, that that ought to be a supplemental or a sepa-
rate appropriations to do that rather than ask you to take that out
of hide. Can you give us some thoughts on that?

Secretary HAGEL. Thank you. And I will let the Chairman re-
spond specifically. But let’s start with the question of how do you
pay for it if we do something, and what we have to do and what
we would do. Yes, I think it is pretty clear that a supplemental
would be required. And, again, I am going to leave the specifics of
that to the Chairman.

Second, yes, we are preparing, have prepared, continue to pre-
pare contingency plans, options for the President, all options on all
situations, as to Syria using chemical weapons. As you know, the
U.N. has empanelled a body to go in, but that is not moving for-
ward very quickly, go in and investigate, take a look. What we
have said publicly and what we believe, the United States, is that
we have not detected use of chemical weapons. We stay very close
to that. Obviously, if that line is crossed, then we have got a dif-
ferent situation. Then you get into the next set of dimensions to
this if chemical weapons fall in the wrong hands.

It is a very unstable, unclear situation in Syria, a lot of bad ele-
ments in play there. So this is a serious and complicated problem
that we all have. The borders around there, the refugees. So this
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has to be handled pretty carefully. And I think the way we are pro-
ceeding here is responsibly. But the bottom line is that we may
have to take some different action if that is required.

Let me stop there, not to use up your time, ask General Dempsey
for his thoughts.

General DEMPSEY. I will just reaffirm what the Secretary said.
It would take a supplemental.

Mr. CoNnawAY. Thank you, gentlemen. I yield back.

The CHAIRMAN. Thank you.

Ms. Hanabusa.

Ms. HANABUSA. Thank you, Mr. Chair.

Thank you for being here. This hearing is about basically the
2014 Department of Defense request for the budget. My problem is
that as soon as we mention budget and what is the premises that
we have in it, I am stuck. And let me explain to you why.

First of all, the assumption is that the sequester will be repealed,
and that is what your budget is based on. That is one thing. You
know, I mean, we assumed that sequester would be repealed before
we went into this continuing resolution cycle, and it didn’t, and we
know what the consequences of that has been.

The second part of it is that the Budget Control Act of 2011 also
has the second component, which is the caps on spending. And that
brings us back to a discussion we have had many times in this
committee which is what does that $487 billion that we have been
promised, what does that represent?

And, Mr. Secretary, in your speech before the National Defense
University, you called it a reduction, you said it reduced the De-
partment’s planned spending by $487 billion. That sort of sounds
to me like the caps of the Budget Control Act. It is like, you know,
we are going to hold down our spending. And then, also, as part
of this proposal, is $150 billion worth of savings.

My problem is I need to understand how all of these interact
with each other, because if the assumption, the fundamental as-
sumption is we must get rid of sequestration, we all will have col-
leagues who would want to know how are we going to pay for the
$1.2 trillion in terms of defense? And I understand the first 2 years
of that was basically a 50 percent burden by the defense, the Presi-
dent comes up with a proposal of $1.8 trillion, of which defense is
going to comprise $150 billion. But in order for us to get all there
we are building this on a whole series of assumptions.

So if you can start by first telling me what is the $487 billion?
Do you intend for that to be applied to the caps? Or do you intend
for that to be part of sequestration satisfaction? So where does that
go? And after that, then why, if we are doing all this, why do we
still need to talk about the “B” word, which no one likes, which is
of course BRAC? Mr. Secretary.

Secretary HAGEL. Well, that is probably 3 or 4 hours’ worth. But
let me try it this way because you asked all the right questions and
so on. Let me start with your first question: assumption that se-
questration would not occur. That is the whole point again of why
I directed a Strategic Choices and Management Review, because,
as you know, you noted it, in Budget Control Act 2011, that is law.
And so, we are looking at that possibility, as the months tick off,
the real possibility that is what we are going to have to live with.



51

So that is part of the review. So we are not assuming anything.
That is why we have undertaken a review, partly.

Second, why then if that is the case did you come up with the
budget you did? Well, as you know, the House, Senate resolutions
are essentially the same numbers for defense. So it is not that the
President is out there somewhere in the ether; it is consistent with
the resolution that the House and Senate passed.

Probably more fundamental, as the Chairman and Mr. Hale
know so very well, it takes a long time to build a budget. You can’t
build a budget of a $600 billion enterprise in a month or two. You
have got all the pieces here that have to play into everything. So
that is a component here that sometimes gets overlooked.

So we are looking at everything. We are not assuming anything.
Matter of fact, one of the points that I make in the review and I
said in the speech I gave over at NDU is that we need to challenge
every past assumption. I used that terminology for the obvious rea-
sons. The $487 billion referred to, I don’t have my speech in front
of me, but what I think what that was referring to, what I was re-
ferring to is what DOD has already started to absorb over a 10-
year period as a result of a previous agreement between Congress
and the President. That is what I was referring to.

Now, if I have not further complicated it. Thank you.

Ms. HANABUSA. Thank you.

I will yield back.

The CHAIRMAN. Thank you.

Mr. Lamborn.

Mr. LAMBORN. Thank you, Mr. Chairman.

Thank you all for being here and for your contributions.

Secretary Hagel, I would like to ask you a question first. On
March 15th, when you announced that we would be able to have
additional interceptors, you were standing next to Admiral
Winnefeld, the Vice Chairman of the Joint Chiefs of Staff, and he
said, and I am quoting from the transcript: We believe that KN—
08, the North Korean missile, probably does have the range to
reach the United States. And would you agree with that statement?

Secretary HAGEL. I don’t recall him making. I wasn’t there—I
don’t know if I was there or not. I am not sure if he was referring
to Hawaii, which is part of the United States, as we know. So I
don’t know if that is what he was referring to. Certainly, as I said,
there are things we don’t know. So I will ask him if he was, and
I will ask the Chairman.

General DEMPSEY. Let me help a little bit here. You recall the
Taepodong-2, which launched the satellite, the North Korean sat-
ellite into space. That had a third stage. And it is that third stage
that was kind of the breakthrough for the North Koreans. And I
think what Admiral Winnefeld was saying is that now that they
have that third stage technology apparently under control, it could
very well migrate to the KN-08.

Mr. LAMBORN. Okay. Thank you. And, General Dempsey, I would
like to ask you my next question. The Defense Intelligence Agency
[DIA] did a study that was finished last month. Now, while the
contents of the study are classified, the conclusions and certain
statements are not classified. And quoting from the unclassified
portion which I believe has not yet been made public, they say



52

quote, “DIA assesses with moderate confidence the North currently
has nuclear weapons capable of delivery by ballistic missiles, how-
ever the reliability will be low.”

General, would you agree with that assessment by DIA?

General DEMPSEY. You know, Congressman, with the number of
caveats you put on the front end of this, I can’t touch that one be-
cause I am not sure now. It hasn’t been released. Some of it is clas-
sified, some of it is unclassified. Let me take that one for the
record.

[The information referred to is classified and retained in the com-
mittee files.]

Mr. LAMBORN. Okay. Let me repeat. Maybe I caught you a little
bit off guard here because you have had so many questions today,
and I understand this is a lengthy process. But they concluded, and
this is public, this is unclassified, so I can make it public, DIA as-
sesses with moderate confidence the North currently has nuclear
weapons capable of delivery by ballistic missiles; however, the reli-
ability will be low.

General DEMPSEY. And your question is do I agree with the
DIA’s assessment?

Mr. LAMBORN. Yes.

General DEMPSEY. Well, I haven’t seen it and you said it is not
publicly released, so I choose not to comment on it.

Mr. LAMBORN. Okay. Okay. Then let me ask my third question.
Secretary Hagel, if we didn’t have sequestration limiting the funds
that the DOD has to operate with, would you prefer, would you re-
quire, would you order that we do have two carriers, two aircraft
carriers present in the Arabian Gulf. As you know, we are down
to one because of funding issues.

Secretary HAGEL. I would advise the President on that specific
issue as I do on others, based on the advice I would get from the
Chairman and the combatant commander in that area, the
CENTCOM [Central Command] commander, as to what they think
we need in order to fulfill the strategic interests and our capabili-
ties of readiness to be prepared for all contingencies.

Mr. LAMBORN. Do you believe that having only one aircraft car-
rier instead of two is a limiting factor in our ability to project force
and act as a deterrent in that part of the world?

Secretary HAGEL. No, I do not. I don’t think it limits our ability
to do that. And I base that on the conversations I have had with
the Chairman and the Vice Chairman and others.

Mr. LAMBORN. Okay. Lastly, in the short time that I have, it has
been told to me—admittedly by anonymous sources within parts of
the DOD—that some of the civilian furloughs were not required in
their initial plans for funding, but they were told to revise those
plans and to come up with civilian furloughs. Is there any truth to
that kind of statement?

Secretary HAGEL. Congressman, I don’t know. I have not heard
that, but let me ask the Comptroller. Thank you.

Secretary HALE. I am not aware of that specific direction. We
have not made decisions on furloughs. We are trying to look at a
policy that minimizes adverse effects on our mission. That is the
key goal.
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Within that and to the extent it doesn’t violate it, we would like
to see consistency and fairness. Because we are going to have to
jump into this pool, we would like to jump together. But no final
decisions have been made on furloughs.

The CHAIRMAN. The gentleman’s time expired.

Ms. Duckworth.

Ms. DUCKWORTH. Thank you, Mr. Chairman.

Mr. Secretary, I am very pleased to hear of your commitment to
maintaining the National Guard and Reserve forces as an oper-
ational force. As someone who spent the first half of my military
career as a Strategic Reserve and then the second half as part of
the operational force, I applaud your commitment to that.

My question actually has to do with the acquisition process that
DOD undergoes. I also sit on the Oversight and Government Re-
form Committee, and over the last 3 months that I have been in
Congress I have heard a lot of testimony about issues with DOD
acquisition processes, with the F-35 process. The concurrent acqui-
sition process has actually been called by a former Under Secretary
of Defense for Acquisition, has been termed acquisition mal-
practice.

We are moving on towards sixth-generation aircraft someday. I
see also that we are planning only to select one contractor for the
engineering and manufacturing phase for the Ground Combat Ve-
hicle program instead of two, and while that cuts costs initially, in
the long run it places that entire project in the hands of a single
contractor.

I also see in the budget that you have submitted that we are
boosting the Littoral Combat Ship procurement to about $3.2 bil-
lion, even though naval commanders have said that it is not a suf-
Ecliently—let me see here—does not have sufficient offensive capa-

ility.

Can you talk a little bit in the light of sequestration and the cur-
rent budget constraints what you are going to be looking at in
terms of the defense acquisition process to see if there are not some
cost savings there?

Secretary HAGEL. Thank you, Congresswoman, I appreciate your
comments. Yes, there are savings that need to be found and will
be found. Stepping back just for a moment, then I will get to some
of the specific projects, as you know, starting with the current Dep-
uty Secretary of Defense Ash Carter when he was the Under Sec-
retary for Acquisitions, he worked very hard to put in place a
whole new accountable acquisition system. Imperfect. I mean, the
dollars here are immense. The projects are immense. The lead
times, you know all the complications. It is no excuse.

But many factors were starting to play out at the same time:
auditable financial statements and holding contractors more ac-
countable, taking a more realistic look at the kind of acquisitions
that we started with, based on what. You mentioned the F-35 was
a good example of that. We started with an interesting theory, but
we weren’t ready to start that program. And now, after many years
of pain and billions and billions of dollars, we actually, I think,
have it on track. I just met with the project director of the F-35
yesterday for an hour and a half to see where we are. Those costs
are coming down per copy. There is some good news here.
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The GAO [Government Accountability Office] report that just re-
cently came out, which you have probably seen with your other
committee assignment, was actually pretty complimentary to our
acquisition systems. Imperfect. Need more to do. Will do more. But
it is a big area. As I said in my opening statement, acquisitions,
procurement, research, development, all that together is a third of
our budget. It is a huge sum of money. The complications of lead
time and what do we need and do we really need this and all those
questions.

So let me stop there and see if our Comptroller has anything that
he specifically, within the time we have got, wants to add to this.
Thank you.

Secretary HALE. Well, just briefly, Congresswoman, on the F-35,
we have rephased it significantly over the last several years to try
to reduce some of the concurrency. I think we may have had this
discussion before the HOGR [House Oversight and Government Re-
form Committee]. Some concurrency is right. It is a hard judgment
as to how much, but we don’t want to string them out over an inor-
dinately long period.

Ground Combat Vehicle, tough call, but we believe that the sav-
ings that we achieved were worth it because they allowed us to re-
invest substantial funds in existing Ground Combat Vehicles for
the Army. We put much of that money back in and we felt that
produced a quick payoff. But I understand the tradeoff that you are
saying. And I think we are committed to the Littoral Combat Ship,
believe it is an important part of the Navy and will be for many
years.

Ms. DUCKWORTH. Are you going to continue the concurrent acqui-
sition process for future weapon systems such as the sixth-genera-
tion fighter aircraft?

Secretary HALE. There will probably be some concurrency in al-
most any major project, but I think we have learned our lesson
that we need to look at that very carefully and really minimize it,
recognizing that if you don’t do the testing first, you have to backfit
the planes, and it is very expensive, or the weapons, very expen-
sive.

Ms. DUCKWORTH. Thank you. I am out of time, Mr. Chairman.

The CHAIRMAN. Thank you.

Mr. Wittman.

Mr. WITTMAN. Thank you, Mr. Chairman.

Secretary Hagel, General Dempsey, Mr. Hale, thank you all so
much for joining us today. Mr. Hale, it was great to be with you
th?ire for the commissioning of the Arlington just this past week-
end.

Secretary Hagel, I want to begin with you and focus on your com-
ments about BRAC. We know going back to the 2005 BRAC that
we won'’t enjoy savings from that until 2018. It was $35 billion to
implement that. In your opening statement, you talked about $2.8
billion in the cost of the proposed BRAC that is in the President’s
budget. I wanted to get your perspective on whether you believe
that in this time of uncertainty, especially facing the sequester, fac-
ing our drawdown in end strength, determining where we need to
be strategically as a nation, and then where we are from budget
constraints, is this really the right time to do a BRAC? Especially
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based on the recent history of the cost of BRAC and the time to
accrue savings. In the face of budget constraints, is this the right
time to pursue a BRAC?

Secretary HAGEL. Congressman, thank you. Well, it is the right
question, and that question was not only asked but discussed for
hours. I am going to give you the answer to it. I wasn’t part of that
decision, but I support it. I supported BRAC when I was in the
Senate. But I will give you my overall take on it, then I am going
to ask Mr. Hale to address specifically the savings issue, when do
we start seeing savings and how much and is the squeeze worth
the juice part of your question, I think.

First on the rationale of BRAC, and then, as you say, at this
time. I think it is important that we look at everything. If in fact
we are drawing down our force structure 100,000 and making all
the other strategic decisions that have been made with the Con-
gress’ involvement on this, and I know there are disagreements on
specifics, so on, but that is where we are going for obvious reasons,
then it seems to me, just legitimately, logically, that we are going
to have to look at overhead. Why do you need the bases? Can you
consolidate some of those bases? What are the strategic priorities?
How do you implement those priorities? I don’t know how you can
come at it any other way without some kind of review, kind of a
top to bottom.

I understand the politics of this. I understand, as I said in my
opening comments, it is very imperfect. You all sitting here know
that, I know it. And still I think it is an important time to do it,
I think it is worthwhile to do, and I think there are savings that
you get out of it.

If no other reason, it is important to get some sense of our lead-
ers. They have to have some sense of what that inventory is. Do
we even need that inventory?

We, over the last 12 years, we have layered commands on com-
mands on commands and weapon systems because we essentially
have had, over a 10-year period, pretty much an uninterrupted
flood of moneys going to DOD, for the reasons everybody under-
stands and accepted and supported. This is a different time, so we
are going to have to do some things differently and still protect the
interest of our country.

So let me take the rest of the time, if it is okay, Congressman,
ask Mr. Hale to respond to the specific numbers.

Secretary HALE. Let me try to answer your question on BRAC
2005. Yes, we spent $35 billion, an enormous sum of money. We
will save about $4 billion a year when it is fully in place, and it
is close to that point now. We won’t break even because of that
huge sum till about 2018.

We don’t intend BRAC 2015 to repeat BRAC 2005. BRAC 2005
built a lot of new facilities. It was partially in response to 9/11. And
we are just not going to do that again. This is going to be a more
classic realignment and closure round. It usually takes 4 or 5 years
to break even, maybe 6 at the most. We would expect $1 billion to
$2 billion of savings when we get there.

If we don’t start now and get going, some successor Secretary of
Defense—I don’t want to limit your tenure, Mr. Secretary—but
some successor is going to need those moneys and they won’t be
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there. As you heard the Secretary say, we are saving $12 billion
a year from past BRAC grounds, and those will go on as long as
we don’t reopen those bases.

So I think we have to do it, even though times are tough. And
we have figured in the money, we have added the upfront costs to
this Future Years Defense Plan. We believe we need to move for-
ward with BRAC 2015.

Mr. WITTMAN. Very good.

Mr. Secretary, I wanted to finish with this. In your effort to ini-
tiate the Strategic Choices and Management Review in order to
avoid, as you say, unacceptable risk that have been caused by the
sequester cuts and are you willing to accept a fundamental change
in our military. I understand the concept of that, but after three
rounds of budget cuts, in my mind you can only avoid unacceptable
risk by two ways, either restoring resources or reducing missions,
ani otherwise, the radical reform is likely going to result in more
risk.

So help this committee understand this. What kind of funda-
mental change do you have in mind and can you name one reform
that has been tried or previously proven to be unwise?

Secretary HAGEL. Well, the quick answer is

The CHAIRMAN. Gentleman’s time has expired. If you could
please take that one for the record, Mr. Secretary.

Secretary HAGEL. I will. Thank you.

[The information referred to can be found in the Appendix on
page 107.]

The CHAIRMAN. We are running up hard against the votes here
now.

Mr. Enyart.

Mr. ENYART. Thank you, Mr. Chairman.

Mr. Secretary, as a former enlisted guy, I would like to congratu-
late you on your selection as Secretary of Defense. I think bringing
an enlisted man to rise to the ranks of Secretary of Defense brings
a great perspective that is probably needed in that position.

General Dempsey, I believe I heard you say that post-2014 in Af-
ghanistan we are looking at a force of 8,000 to 12,000 folks. What
percentage of those approximately will be U.S. forces?

General DEMPSEY. Yeah, Congressman, I did say that NATO’s
declaration was that range of 8,000 to 12,000. And historically it
has been two-thirds, one-third. I say historically because we
haven’t had that negotiation with NATO.

Mr. ENYART. And now also I believe you answered the question
about why the cost for OCO is not going down when the size of the
force is coming down substantially, and you indicated that that
cost, that it was due to the cost of repatriating the forces and par-
ticularly repatriating equipment.

Now, it is my understanding the cost to buy new Humvees, give
or take $120,000. The cost to rebuild one is give or take $130,000.
What considerations have been given to not repatriating that
equipment but rather either transition it to the Afghans or destroy-
ing it in place? And what is your analysis of the cost factors there?

General DEMPSEY. Yeah. Just to clear up on why isn’t OCO com-
ing down. In some cases the cost is up, you know, fuel costs, wher-
ever it happens to be, reset and reconstitution.
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But to your point, there is a very deliberate process for taking
a look at all kinds of equipment and materiel in Afghanistan and
making a determination on whether to transition it, sell it to re-
gional partners, bring it back, or destroy it, and that project is gen-
erally overseen by the Deputy Secretary of Defense.

Mr. ENYART. Mr. Secretary, from what I have heard today, this
morning, in testimony, we talked about the ends of your Depart-
ment, the ends being the protection of this Nation. We have the
ways and the means. Is there a serious mismatch between our ends
and our ways and our means? Are we seeing that? And if there is,
what is your analysis of what we need to do to align those ends,
ways, and means?

Secretary HAGEL. Well, Congressman, thank you, and thank you
for your earlier comments about the enlisted.

I think you really, in that question, defined the purpose of the
review, because it really does come down to your question, is there
a mismatch, is there a disconnect? The expectations of what are
our ends, is that somehow distorted right from the beginning, the
way we are going to provide resources and the means and so on?
And that is very much the intent, aside from the budget issues and
be prepared and prioritize resources, whether it is a $50 billion hit
each year or it is going to be $8 billion or $10 billion, but it really
gets to ways, ends, and means.

And that would be the answer I would give the Congressman
here before you on what do I expect to come out of this review. I
don’t know what we are going to see coming out of this review. I
didn’t ask for the review because I had the answers. I asked for the
review because I didn’t have the answers. I don’t know what the
answers are going to be here.

But I do know enough about this business or any business that
you can’t continue what we are doing with less resources in an un-
certain world and less flexibility and less time. There is no equa-
tion that you can show me how that is going to work. So that is
why I say I think your question is really the centerpiece of the
whole point. We will be having further discussions, obviously, with
this committee on what that review shows and what decisions we’ll
make, what policy, strategic decisions we need to bring to the
President.

The CHAIRMAN. Thank you. Gentleman’s time has expired.

The vote has started. It looks we are not going to finish everyone,
so what I will do is call next is Mr. Coffman and then Mr. Gallego,
and I am going to have to ask the rest of you, if you will please
submit your questions for the record.

And Mr. Secretary, General, if you could please respond accord-
ingly, I would appreciate it.

Mr. Coffman.

Mr. COFFMAN. Thank you, Mr. Chairman.

Mr. Secretary, General Dempsey, Mr. Hale, thank you all so
much for being here today, and thanks so much for your service to
our country.

I support your call for a BRAC or Base Realignment and Closure
Commission if in fact we have restructured our forces and we can
exact some efficiencies, some cost efficiencies from closing bases we
no longer need. However, what I would like is a commitment to
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look at overseas bases, which are not a part of the Base Realign-
ment and Closure Commission process where we only look at bases
within the United States, out of fairness.

I think we can accomplish a lot of our goals, whether it is our
28,000 troops in South Korea or 79,000 troops still in Europe,
through joint military exercises, through rotational forces, as op-
posed to overseas permanent military bases. And so, Mr. Secretary,
I wonder if you might be able to address that.

Secretary HAGEL. Well, thank you, and I agree with you. We are
currently undertaking a review and have been on that very issue,
our bases overseas. Overhead, do we need them, can we consolidate
them, everything you said, we are doing, and that is exactly right.

To your point about allies and how we bring value to those rela-
tionships so we don’t have to carry that kind of overhead, you are
exactly right and that is what we are doing. I mentioned some of
this in my speech at NDU. I mentioned a couple of these things in
my opening statement this morning. But long before I got there,
Gates was talking about, Panetta was talking about, General
Dempsey has been talking about agility, flexibility, capability, and
it must factor in our relationships with our allies. That is why I
responded the way I did to the NATO question this morning, and
what we are doing with the French in Mali, what we are doing
with our other allies around the globe, trying to build—help them
build capacity for themselves so that we have some partners with
some capability.

Mr. CoFrFMAN. Thank you. I know you talked about compensation
for our personnel, and what I would like is a consideration with a
greater emphasis, having had a military career where I deployed
five times overseas, four times with a ground combat unit—ground
combat units and then one time as a civil affairs officer, that it
seems that—I don’t think there is enough emphasis in terms of
compensation for our deployed forces versus our forces who are in
CONUS [continental United States]. Certainly doing a great job,
but I think in terms of things like hazardous duty pay and things
like that, maybe we ought to look at increasing those as opposed
to simply the across-the-board type of increases that we do.

General Dempsey, I wonder if you might be able to address that.

General DEMPSEY. Yeah, if I could, Congressman, I'd also like to
comment, since I have the mike open, on the issue of forward pres-
ence rotational deployments and what we call surge capability back
in the homeland. We need to balance that out. I mean, I dont
think you would ever suggest we shouldn’t have some forces for-
ward present, because they have an incredibly stabilizing effect.
And so we don’t want to become sanctuary America. We have to be
out and about. The question is how much forward present, how
much rotational.

To your point about compensation, we are looking at every pos-
sible aspect of compensation. You are talking about special pays for
those in this case. Could be special pays for doctors or aviators. We
are looking at the entire spectrum of compensation issues.

Mr. CorrFMAN. Certainly for those that are forward deployed, par-
ticularly in Afghanistan today.

Let me just mention one last point, and that is that, again, along
the cost side in terms of maybe taking a look at slowing down the
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promotion system. We have this up and out process today, but with
tension as high as it is, I am concerned that we are forcing out peo-
ple that are good performers and have a lot of experience. And I
think we ought to take a look at slowing down that promotion sys-
tem and allowing people to have more time in their particular re-
spective grades as opposed to the system that we have now that
I think is fairly rapid in its advancement. If either one of you could
answer that.

General DEMPSEY. Yeah, if I could, because I spent some time as
the Chief of Staff of the Army, as you know.

We allowed promotion rates to be artificially accelerated because
we were trying to grow the Army so fast. We grew it by 60,000 over
about a 3- or 4-year period. Promotion rates for lieutenant colonel
and major, 95 and 90 percent, much higher than you would want
them to be as a profession. And so we are ratcheting those back
as well as changing retention and control points, but what you just
suggested is competing with the reality that we have got to reduce
the size of the force by 100,000. So I will take your points to heart
as I always do, but there are some competing narratives that we
have got to reconcile.

Mr. COoFFMAN. Thank you, Mr. Chairman. I yield back.

The CHAIRMAN. Mr. Gallego.

Mr. GALLEGO. Thank you, Mr. Chairman.

Secretary Hagel, General Dempsey, thank you so much for your
service, both past and present. For my purposes here today, I
would like to discuss not only the budget, but, to be blunt, whether
as a country we can continue to meet our global objectives in this
fairly challenging fiscal environment.

And to the credit of the senior military and civilian leaders of the
Department of Defense, there has been a lot of efforts, fairly mean-
ingful efforts to reduce unnecessary overhead and administrative
costs and those kinds of things over the last few years, including
the end effects of sequestration, which I view as kind of a mindless
policy. I am very happy to say that I wasn’t here when that was
enacted. I don’t believe anybody can be supportive of allowing the
sequester to continue and at the same time be pro-national defense.
I mean, they are not congruent in my mind.

I am honored to work on behalf of the military installations like
Laughlin Air Force Base in Del Rio or Lackland and Joint Base
San Antonio, Fort Bliss. Laughlin is one of our Nation’s premier
pilot training programs, and Fort Bliss certainly plays a key role
in readiness, and Lackland as well.

I want, however, at this point, to talk to you, some of the ques-
tions have been tinged with partisanship, which in national defense
to me is always a little disheartening, but I want to talk, Secretary
Hagel, you have seen more than probably anybody on this dais in
the course of your life, and what I want to talk about is finding a
better way to ensure that we take care of America’s core national
security interests, because you understand more than most, I
think, that these are our kids, these are our sons and daughters
and our brothers and our sisters.

And so we have lost a few folks over the course of the last few
years doing things that some of us would question. I mean, trying
to essentially not necessarily ingratiate, that is perhaps not the
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right word to use, but to convince people about our sincerity or our
efforts, and many times that hasn’t worked so well. And how do
you balance that? Because for me, I want to make sure that we
have a clearly defined mission objective so that we understand at
the end of the day that our first and foremost—you know, I mean,
I wouldn’t sleep. My little boy is 8, and I wouldn’t sleep. So how
do we make sure that our parents and brothers and sisters are get-
ting as much sleep as possible?

Secretary HAGEL. Congressman, thank you. I wish I was wise
enough to give you a really good answer. I am not. But I would re-
spond this way. Every generation is faced with a set of challenges
and threats. No generation has escaped that. It is always how you
respond to those threats.

Each of us who has the great privilege of serving in some capac-
ity, as you do, as everyone on this committee, as the three of us
do at this table, have an immense responsibility not to fail your 8-
year-old. And I think you start there. We will make mistakes in
policy. It will be raggedy, imperfect. But I have always believed
that as you look at all of this, and much of the discussion this
morning is about my testimony, the Chairman’s testimony, it was
about our people. You take care of your people. That always has
to come first.

As I noted in my last sentence of my statement this morning,
every policy must be worthy of the service and sacrifices of our men
and women and their families that we ask to make these great sac-
rifices. For me, that is the starting point. And I am not the only
one. Certainly General Dempsey has put a lifetime into this. I
doubt if he ever sent a young person anywhere without asking that
fundamental question to himself.

So that is where you start, then you work outward on what is
relevant, what is real, what is doable. And sometimes we don’t
prioritize and discipline ourselves as much as we should or ask the
tough questions. And I think, you know, history is going to replay
the last 12 years, and I am not going to get into that. I will let his-
tory deal with that. But not just mistakes, because everybody
n}llakes?mistakes, but how carefully did we think through all those
things?

The consequences we are living with today, what General
Shinseki is dealing with at the VA and our country and they are
going to continue, are the consequences of decisions that were
made 10 years ago and 8 years ago. So there are consequences to
actions and consequences to non-actions.

So, you know all these things, and I just say that because it is
I think sometimes lost in the overall rush to find a quick answer
and decision and we live in an immediate world where everything
is a situation room, everything is just an emergency, give me an
answer, give me an answer. And I realize the world that we live
in is different today, too, than 50 years ago. General Eisenhower
had some luxury of having a little time. And that takes nothing
away from General Eisenhower who I thought was one of the
greatest leaders in the history of our country.

It is not a good answer, but that is the only answer I can give
you.

Mr. GALLEGO. Thank you.
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Secretary HAGEL. Thank you.

The CHAIRMAN. Thank you very much. Gentleman’s time has ex-
pired.

Mr. Secretary Hagel, General Dempsey, Secretary Hale, thank
you very much for your patience and for your willingness to share
of your time here with us today. I think it has been very, very pro-
ductive. This committee stands adjourned.

[Whereupon, at 1:40 p.m., the committee was adjourned.]
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Opening Statement of Hon. Howard P. “Buck” McKeon, a Representative
from California, Chairman, Committee on Armed Services

Hearing on
Fiscal Year 2014 National Defense Authorization Budget Request from
the Department of Defense

April 11, 2013

The House Armed Services Committee meets today to receive testimony on
the fiscal year 2014 budget request for the Department of Defense. 1 want to
welcome Secretary Hagel to his first appearance with us. We are happy to have
you here, Mr. Secretary. General Dempsey, thank you for being here, and
Secretary Hale. We appreciate all of you and the great work that you do for our
Nation.

Our job on this committee is to weigh inputs from senior military leaders so
that we may fulfill our constitutional obligation to provide for the common
defense. Two months ago, General Dempsey told this committee that the military
could not absorb any further cuts without jeopardizing the missions that we ask of
them. Today I hope to hear how the President's budget, which asks for another
$120 billion out of Defense, will impact our military posture and readiness.

Specifically, I would like to hear which missions we must now abandon,
reduce, or cancel outright to comply with the President's budget, because 1 don't
see the world getting safer, in fact, as recent events in North Korea, Iran, Syria,
Africa attest. In fact, even as our forces draw down in Afghanistan, we are
negotiating an agreement to maintain an enduring presence in that nation, which 1
strongly support.

I am also curious why, after three rounds of cuts to our Armed Forces in as
many years, our troops are again being asked to pay the bill for out-of-control
spending in Washington.

Carl Vinson, for whom this room is named, said a country does not need a
navy of one strength when she is prosperous and a navy of another size when there
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is an economic depression. I believe that sentiment applies to all of our Armed
Forces. It was true when Vinson said it during the Great Depression, and it is true
today during the great recession.

With that in mind, the budget we received asks us to take another
$120 billion from the military and offers no solutions to repair the damage being
done by sequestration this year. This is not simply a 2017 problem. I hope to hear
how we can resolve the stark differences between the President's budget request
and the President's national security strategy.

Margaret Thatcher, who we lost this week, said during her time as prime
minister the defense budget is one of the very few elements of public expenditure
that can truly be described as essential. Our charge is to provide that essential
security to the American people and by doing so assure our allies. Ilook forward
to our witnesses' insights as we move forward through this hearing.
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Statement of Hon. Adam Smith, a Representative from Washington, Ranking
Member, Committee on Armed Services

Hearing on
Fiscal Year 2014 National Defense Authorization Budget Request from
the Department of Defense

April 11, 2013

Thank you, Mr. Chairman, and thank you for this hearing. And also thank you for
your great leadership on the question of our budget and national security. It has
been a very challenging time, and I think you have done an excellent job of
bringing attention to those challenges and to what it is doing to our defense budget
and to our ability to provide national security. I appreciate the hearings and your
leadership, and I certainly thank our witnesses today.

Secretary Hagel, welcome to your first House committee hearing. We appreciate
you taking the job. Not an easy time to do it. General Dempsey, you have been
here many times before, I appreciate your leadership. Undersecretary Hale is the
guy who has to try to figure out the money. You have had a fascinating job the last
couple of years.

Because as is obvious, we have many national security challenges. Certainly we
have been out of Iraq for a couple of years now, we are drawing down in
Afghanistan, but Afghanistan remains, the challenges of the Afghanistan Pakistan
region remain. We have all heard what North Korea is up to, what Iran is up to.
Al Qaeda is still out there in many places, in Yemen, in Somalia, growing in Mali.
It is not like we have reached the point where you can think about anything
approaching a peace dividend, where our national security challenges have
somehow lessened in the last couple of years. They have changed in some ways,
but they are still great and still require a very thoughtful and comprehensive
response to protect the national security interests of this country.

At the same time, our budget is a mess. You have to meet all of what I just
described without even knowing within tens of billions, if not hundreds of billions
of dollars how much money you are going to have from year to year.
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Now I will disagree slightly with the chairman on the fact that somehow the
President's budget is what is reflective of that challenge. It is really all of us, it is
Congress. Congress passed sequestration, allowed it to happen. The President,
yes, signed it. All three, House, Senate, President, have got to come together to
address our long term budget challenges so that at a minimum we can give not just
the Department of Defense, but our entire government some stability so they have
some idea from month to month how much money they are going to have. Your
ability to plan is just destroyed when in January we say, well, we are delaying
sequestration for 2 months, we hope we will fix it, in March it hits, and now we sit
here in April trying to absorb it and wondering if it is going to continue into 2014.

So let me just close by saying, I don't think it is any one party's fault, President,
House, Senate, but all three pieces of the puzzle have got to come together and
recognize that absent a clear, long term decision we are having a devastating
impact on many aspects of the government, but certainly on our national security,
which is supposed to be paramount. We cannot plan any strategy when we do not
know how much money we are going to have from month to month.

So, again, I applaud the chairman for urging that same reconciliation to come
together, and I look forward to working with him to find a solution to that. And
today I look forward to hearing from our witnesses about how they are going to
deal with those challenges. Because make no mistake about it, as challenging as
that all is, we will deal with it. We will make the decisions, we will protect this
country. We have certainly faced tougher times in the past and came through it. It
is a challenge, but we will meet it, and I look forward to hearing from our
witnesses today about their plans to do just that.
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SECRETARY OF DEFENSE CHUCK HAGEL
SUBMITTED STATEMENT TO THE HOUSE ARMED SERVICES
COMMITTEE ON THE FY 2014 BUDGET REQUEST FOR THE
DEPARTMENT OF DEFENSE
THURSDAY, APRIL 11,2013

Chairman McKeon, Ranking Member Smith, members of the committee, thank you for
this opportunity to discuss the President's Fiscal Year 2014 budget request for the Department of
Defense.

Allow me to express my appreciation to this committee for its continued support of our
men and women in uniform and our civilian workforce. They are doing tremendous work and
making great sacrifices, along with their families, as they have for the more than 11 years our
nation has been at war. Whether fighting in Afghanistan, patrolling the world’s sea lanes,
standing vigilant on the Korean peninsula, supplying our troops around the world, or supporting
civil authorities when natural disasters strike, they are advancing America’s interests at home
and abroad. Their dedication and professionalism are the foundation of our military strength.

As we discuss numbers, budgets, and strategic priorities, we will not lose sight of these
men and women serving across the globe. As you all know, their well-being depends on the
decisions we make here in Washington.

Fiscal and Strategic Context

Today, the Department of Defense faces the significant challenge of conducting long-
term planning and budgeting at a time of considerable uncertainty — both in terms of the security
challenges we face around the world and the levels of defense spending we can expect here at
home.

Even as the military emerges — and recovers — from more than a decade of sustained
conflict in Iraq and Afghanistan, it confronts an array of complex threats of varving vintage and
degrees of risk to the United States, to include:

s the persistence of violent extremism throughout weak states and ungoverned
spaces in the Middle East and North Africa;
the proliferation of dangerous weapons and materials;
the rise of new powers competing for influence;
the risk of regional conflicts which could draw in the United States;
faceless, nameless, silent and destructive cyberattacks;
the debilitating and dangerous curse of human despair and poverty, as well as the
uncertain implications of environmental degradation.

Meanwhile, the frenetic pace of technological change and the spread of advanced military
technology to state and non-state actors pose an increasing challenge to America’s military.

This is the strategic environment facing the Department of Defense as it enters a third
year of flat or declining budgets. The onset of these resource constraints has already led to
significant and ongoing belt-tightening in military modernization, force structure, personnel
costs, and overhead expenditures. It has also given us an opportunity to reshape the military and
reform defense institutions to better reflect 21% century realities, as I outlined in a speech last
week at the National Defense University.
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The process began under the leadership of Secretary Gates, who canceled or curtailed
more than 30 modernization programs and trimmed overhead costs within the military services
and across the defense enterprise. These efforts reduced the Department’s topline by $78 billion
over a five year period, as detailed in the Department’s FY 2012 budget plan.

The realignment continued under Secretary Panetta, who worked closely with the
President and the Joint Chiefs of Staff to craft new defense strategic guidance and a FY 2013
defense budget plan which reduced the Department’s topline by $487 billion over the course of a
decade. Even while restructuring the force to become smaller and leaner and once again
targeting overhead savings, this budget made important investments in the new strategy —
including rebalancing to Asia and increasing funding for critical capabilities such as cyber,
special operations, global mobility, and unmanned systems.

The President’s request of $526.6 billion for the Department of Defense’s base budget for
FY 2014 continues to implement the President’s defense strategic guidance and enhances the
Department’s efforts at institutional reform. Most critically, it sustains the quality of the all-
volunteer force and the care we provide our service members and their families, which underpins
evervthing we do as an organization.

Challenges in FY2013
Before discussing the particulars of this budget request, however, allow me to address the

profound budget problems facing the Department in FY 2013 and beyond as a result of sequester
— because they have significantly disrupted operations for the current fiscal year and greatly
complicated efforts to plan for the future. The Congress and the Department of Defense have a
responsibility to find answers to these problems together — because we have a shared
responsibility to protect our national security. DoD is going to need the help of Congress to
manage through this uncertainty.

The FY 2013 DoD Appropriations bill enacted by the Congress last month addressed
many urgent problems by allocating DoD funding more closely in line with the President’s
budget request than a continuing resolution would have, giving the Department authorities to
start new programs, and allowing us to proceed with important military construction projects.
Nonetheless, the bill still left in place the deep and abrupt cuts assoctated with sequester — as
much as $41 billion in spending reductions over the next six months. With military pay and
benefits exempt from the sequester, and our internal decision to shift the impact of sequestration
away from those serving in harm’s way and spread them to the rest of the force where possible,
the cuts fall heavily on DoD’s operations, maintenance and modernization accounts that we use
to train and equip those who will deploy in the future.

Furthermore, the military is experiencing higher operating tempos, and higher
transportation costs than expected when the budget request was formulated more than a year ago.
As a result of all these factors, the Department is now facing a shortfall in our operation and
maintenance accounts for FY 2013 of at least $22 billion in our base budget for active forces.

In response, the Department has reduced ofticial travel, cut back sharply on facilities
maintenance, imposed hiring freezes, and halted many other important but lower-priority
activities. However, we will have to do more. Large, abrupt, and steep across-the-board
reductions of this size will require that we continue to consider furloughing civilian personnel in
the months ahead. The cuts will fall heavily on maintenance and training, which further erodes
the readiness of the force and will be costly to regain in the future. As the Service Chiefs have
said, we are consuming our readiness. Meanwhile, our investment accounts and the defense
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industrial base are not spared damage as we also take indiscriminate cuts across these areas of
the budget. We will continue to need the strong partnership of this committee to help us address
these shortfalls,

1f the sequester-related provisions of the Budget Control Act of 2011 are not changed, FY
2014 funding for national defense programs will be subject to a steeply reduced cap, which
would cut DoD funding by roughly $52 billion further. And, if there is no action by the
Congress, roughly $500 billion in reductions to defense spending would be required over the
next nine years.

As an alternative, the President’s budget proposes some $150 billion in additional
defense savings (measured in terms of budget authority) over the next decade when compared
with the budget plan submitted last year. These cuts are part of a balanced package of deficit
reduction. Unlike sequester, these cuts are largely back-loaded ~ occurring mainly in the years
beyond FY 2018 — which gives the Department time to plan and implement the reductions
wisely, and responsibly, anchored by the President’s defense strategic guidance.

FY2014 Budget Request

The President’s FY 2014 request continues to balance the compelling demands of
supporting troops still very much at war in Afghanistan, protecting readiness, modernizing the
military’s aging weapons inventory in keeping with the president’s strategic guidance, and
sustaining the quality of the all-volunteer force.

The top-line budget request of $526.6 billion for FY 2014 is essentially flat compared to
the President’s request for FY 2013, and roughly in line with what both the House and Senate
have passed in their FY 2014 budget resolutions.

Today’s budget request also contains a placeholder request for overseas contingency
operations (OCO) at the FY 2013 level ($88.5 billion). The submission does not include a
formal OCO request because Afghanistan force level and deployment decisions for this year
were delayed in order to provide commanders enough time to fully assess requirements. We will
soon be submitting an OCO budget amendment with a revised level and account-level detail.

The following are the major components of the $526.6 billion FY 2014 base budget
request:

e Military pay and benefits (including Tricare and retirement costs) — $170.2 billion
(32% of the total base budget);

e Operating costs (including $77.3 billion for civilian pay) — $180.1 billion (34%);

e Acquisitions and other investments (Procurement, research, development, test and
evaluation, and new facilities construction) — $176.3 billion (33%)

The budget presented today, at its most basic level, consists of a series of choices that
reinforce each of the following complementary goals:

making more disciplined use of defense resources;

implementing the President’s defense strategic guidance;

seeking to sustain the readiness and quality of the all-volunteer force;
supporting troops deployed and fighting in Afghanistan.
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Many of the reductions we are being forced to make in FY 2013 as a result of sequester
run counter to these goals.

1. Making more disciplined use of defense resources

In developing the FY2014 budget, the Department identified about $34 billion in savings
over the current Future Years Defense Program (FYDP), which covers FY 2014 to FY 2018.
These savings were used to help pay the costs of implementing the new defense strategy and to
accommodate budget reductions.

These efforts continue the Department’s approach of the last several years to first target
growing costs in areas of support, acquisition, and pay and benefits, before cutting military
capabilities and force structure.

Reducing Support Costs

In order to maintain balance and readiness, the Department of Defense must be able to
eliminate excess infrastructure as it reduces force structure. DoD has been shedding
infrastructure in Europe for several years and we are undertaking a review of our European
footprint this year, but we also need to look at our domestic footprint. Therefore, the President’s
FY 2014 budget requests authorization for one round of Base Realignment and Closure (BRAC)
in 2015. While the commission would meet in 2015, the actual closing of any bases would
involve a multiyear process that would not begin until 2016.

BRAC is a comprehensive and fair tool that allows communities a role in re-use decisions
for the property and provides redevelopment assistance. There are up-front costs for BRAC, and
this FYDP adds $2.4 billion to pay them, but in the long-term there are significant savings. The
previous five rounds of BRAC are now saving a total of $12 billion annually.

We are also taking other important steps to cut back on support costs. We will institute a
study of our Military Treatment Facilities, including many hospitals and clinics that are currently
underutilized. By the end of this year we will have a plan in place that suggests how to reduce
that underutilization while still providing high-quality medical care. This restructuring, coupled
with a BRAC round and other changes, would permits us to plan on a cut in our civilian
workforce that will comply with Congressional direction.

‘We are also continuing our successful efforts to hold down military health system costs.
With the Department’s proposed TRICARE benefit changes, our projected costs for FY 2014 are
about four percent lower than those costs in FY 2012, a significant turnaround compared to
health care trends over the past decade. We continue efforts to slow the growth of medical care
costs through actions such as re-phasing military construction, making full use of past changes in
provider costs, and taking advantage of the slowing of growth in medical costs in the private
sector.

Another important initiative is our effort to improve the Department's financial
management and achieve auditable financial statements. We need auditable statements, both to
improve the quality of our financial mformation and to reassure the public, and the Congress,
that we are good stewards of public funds. We have a focused plan and are making
progress. Our next goal is audit-ready budget statements by the end of 2014. We are working
hard to achieve this goal, though the current budget turmoil is hampering our efforts. I strongly
support this initiative and will do everything I can to fulfill this commitment.
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These and many other changes led to total savings of about $34 billion in FY 2014-2018,
including $5.5 billion in FY 2014. However, we are concerned that these savings from more
disciplined use of resources could be eroded by sequester, as we are forced to make inefficient
choices that drive up costs. Today, for example, we are being forced to engage in shorter and
less efficient contracts and sharp cuts in unit buy sizes that will increase the unit costs of
weapons.

Restructuring and Terminations of Weapons Programs

In this budget, the Department has shifted priorities within its modernization portfolios
and achieved $8.2 billion in savings from weapons program terminations and restructuring.

For example, by revising the acquisition strategy for the Army’s Ground Combat Vehicle
(GCV) program, the Department will save over $2 billion in development costs.

In other cases the Department used evolutionary approaches to develop new capabilities
instead of relying on leap-ahead gains in technology.

For example, the Department:

* Realigned investment funding and restructured the SM-3 1IB interceptor — a high-risk,
high-cost system — to improve the capabilities of existing missile defense systems,
resulting in savings of about $2.1 billion during the Future Year Defense Program
{(FYDP);

o (Cancelled the Precision Tracking Space Satellite system — another high-risk project —
saving $1.9 billion during the FYDP; the Department invested a portion of these savings
in technology upgrades to existing ground-based radars and sensors.

To lessen the potential impact on local communities from the reductions in defense
procurement, the Department is requesting an additional $36 million in support of the Defense
Industry Adjustment program.

The Department is continuing to take steps to tighten the contract terms and reduce risk
in our largest acquisition program, the F-35 Joint Strike Fighter. The FY 2014 budget request
includes $8.4 billion for the Joint Strike Fighter.

Military Pay and Benefits

The costs of military pay and benefits are another significant driver of spending growth
that must be addressed in the current fiscal environment. In this budget, the Department is
submitting a new package of military compensation proposals that take into consideration
Congressional concerns associated with those from FY 2013. These changes save about $1.4
billion in FY 2014 and a total of $12.8 billion in FY 2014-2018

This package includes a modest slowing of the growth of military pay by implementing a
one percent pay raise for service members in 2014. The Department is also seeking additional
changes to the TRICARE program in the F'Y 2014 budget to bring the beneficiary’s cost share
closer to the levels envisioned when the program was implemented — particularly for working
age retirees. Today military retirees contribute less than 11 percent of their total health care
costs, compared to an average of 27 percent when TRICARE was first fully implemented in
1996.

The proposed TRICARE changes include:
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e For retirees, modest increases in TRICARE Prime enrollment fees, instituting an
enrollment fee for TRICARE Standard/Extra, and increasing Standard/Extra deductibles.

¢ Implementation of an enrollment fee for new TRICARE-for-Life beneficiaries, while
grandfathering in those already Medicare-eligible at enactment.

¢ Increases in pharmacy co-pays and, where appropriate, mandatory use of mail order
delivery of pharmaceuticals.

¢ Indexing of fees, deductibles, co-pays and the catastrophic cap to the growth in annual
retiree cost-of-living adjustment.

Survivors of military members who died on active duty or medically retired members
would be excluded from all TRICARE increases. Even after the proposed changes in fees,
TRICARE will remain a substantial benefit.

These adjustments to pay and benefits were among the most carefully considered and
difficult choices in the budget. They were made with the strong support of the Joint Chiefs of
Staff and Senior Enlisted Leadership, in recognition that in order to sustain these benefits over
the long term without dramatically reducing the size or readiness of the force, these rising costs
need to be brought under control.

2. Implementing and deepening our commitment to the President’s defense strategic
guidance

Spending reductions on the scale of the current drawdown cannot be implemented
through improving efficiency and reducing overhead alone. Cuts and changes to capabilities —
force structure and modernization programs — will also be required. The strategic guidance
issued in January 2012 set the priorities and parameters that informed those choices, and the FY
2014 budget submission further implements and deepens program alignment to this strategic
guidance.

The new strategy calls for a smaller and leaner force. Last year we proposed reductions
of about 100,000 in military end strength between FY 2012 and FY 2017. Most of those
reductions occur in the ground forces and are consistent with a decision not to size U.S. ground
forces to accomplish prolonged stability operations, while maintaining adequate capability
should such activities again be required. By the end of FY 2014 we will have completed almost
two thirds of the drawdown of our ground forces, and the drawdown shoutd be fully complete by
FY 2017.

Last year DoD submitted proposals for changes in Air Force and Navy force structure;
some were rejected by Congress. We continue to believe, however, that these reductions are
consistent with our defense strategy and the need to hold down costs. Therefore, DoD is
resubmitting several proposals from its FY 2013 budget submission that were not supported by
Congress, including the retirement of seven Aegis cruisers and two amphibious ships at the end
of FY 2014 when funds appropriated for their operation run out. Despite the growing
importance of the Asia-Pacific — a mostly maritime theater — the high costs of maintaining these
older ships relative to their capabilities argues strongly for their retirement.

The FY 2014 budget continues implementation of the Air Force total force proposal
included in the FY 2013 National Defense Authorization Act. In response to state and
congressional concerns about proposed reductions to the Air National Guard that DoD made in
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the original FY 2013 budget, the Department added back 44 aircraft to the Guard, 30 aircraft to
the Air Force Reserve, and is taking away 31 aircraft from the active Air Force.

These shifts were forced primarily by political realities, not strategy or analysis. While
this active-reserve compromise allows the Air Force to move forward with prior year retirements
and transfers, and approved mission changes for many reserve units, it does requires the
Department to retain excess aircraft capacity. The Department’s position continues to be that
retaining excess air capacity in the reserve component is an unnecessary expenditure of
government funds that detracts from more pressing military priorities outlined in the defense
strategic guidance.

Increased emphasis on the Asia-Pacific and Middle East represents another key tenet of
the new defense strategic guidance. This budget continues to put a premium on rapidly
deployable, self-sustaining forces — such as submarines, long-range bombers, and carrier strike
groups — that can project power over great distance and carry out a variety of missions.

As part of the rebalance to the Asia-Pacific, the Department is expanding the Marine
Corps presence in the region, including rotational deployments of Marine units to Australia. We
continue to develop Guam as a strategic hub where we maintain a rotational bomber presence
among other capabilities. The Department will stage its most capable forces in the region,
including an F-22 squadron at Kadena Air Force Base in Japan. The Navy has deployed a
Littoral Combat Ship to Singapore and is increasing and more widely distributing port visits in
the Western Pacific.

Additional enhancements and key capabilities supporting the Asia-Pacific rebalance in
the FY 2014 budget include:

¢ Protecting investments for new ship construction, enabling the Navy to procure eight
new ships in FY 2014 — including two Virginia class submarines ($10.9 billion);

¢ Continuing investments to develop a new penetrating bomber ($379 million);

s Investing in new maritime patrol aircraft ($3.8 billion);

¢ Continuing investments to maintain and expand undersea dominance, including
increasing the cruise missile capacity of the future Virginia class subs and developing
new unmanned undersea vehicles ($223.9 million);

¢ Continuing to fund development of an unmanned carrier launched UAV ($427
million);

s Adding electronic attack EA-18Gs to offset the loss of retired Marine Corps EA-6B
(Prowler) squadrons ($2.0 billion);

¢ Investing in a new suite of anti-surface warfare weapons ($160 million);

¢ Increasing the number of attack submarines forward deployed to Guam to four ($78
million);

s Funding airfield resiliency measures such as dispersal, rapid runway repair, and
hardening in the Western Pacific ($440 million);

e The Army is investing in upgraded missile defense capabilities in the region (540
million);

s Increasing funding for joint exercises in the PACOM region ($14 million).

Another tenet of the strategy is to support efforts to build partner capacity through
innovative mechanisms based on lessons learned over the past decade of war. To that end, the
FY 2014 request builds on our Section 1206 program by including $75 million in dedicated
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funding for the new Global Security Contingency Fund, a pooled resource between the
Department of Defense and Department of State that supports common efforts to boost the
security capacity of partners in regions like Africa. This represents the first time dedicated funds
have been requested for this new authority.

This new strategy not only recognizes the changing character of the conflicts in which the
U.S. must prevail, but also leverages new concepts of operation enabled by advances in space,
cyberspace, special operations, global mobility, precision-strike, missile defense, and other
capabilities. By making difficult trade-offs in lower priority areas, the FY 2014 budget protects
or increases key investments in these critical capabilities, including:

o Cyberspace operations, including the recruitment and retention of world-class cyber
personnel ($4.7 billion for FY2014, an increase of $800 million over FY2013 enacted
levels).

¢ Space operations — to maintain our superiority in space, the Air Force continues to
modernize the GPS program and is investing in improved space surveillance
capabilities and a new generation of communications satellites ($10.1 billion).

¢ Airborne intelligence, surveillance, and reconnaissance (ISR) — the Department is
investing in both sea-based and extended range, land-based ISR platforms ($2.5
billion).

¢ Rapid Global Mobility — to maintain our ability to rapidly deliver and sustain our
forces around the globe, the Air Force is upgrading its C-5, C-17, and C-130 transport
aireraft — replacing the oldest aircraft and modernizing the fleet ~ and building the
new KC-46 aerial refueling tanker ($5.0 billion);

e  Missile Defense — to protect against ballistic missile threats from Asia-Pacific and the
Middle East, the Department is increasing its fleet of Ground Based Interceptors
(GBI), continuing the conversion of Aegis ships to provide ballistic missile defense
capability, and procuring additional Terminal High Altitude Area Defense (THAAD)
interceptors and Patriot PAC-3 missiles ($9.2 billion);

¢ Special Operations/counterterrorism — to ensure our special operations forces
maintain the highest levels of readiness and to expand the global special operations
force network ($7.7 billion).

3. Seeking to sustain the readiness and quality of the all-volunteer force

The high-quality of our all-volunteer force continues to be the foundation of our military
strength. This budget seeks to ensure that our troops receive the training and equipment they
need for military readiness, and the world-class support programs they and their families have
earned. However, as in other areas of the budget, the steep and abrupt cuts of sequester would
harm these programs. The remainder of this discussion outlines the goals of the FY 2014 budget,
but they would be significantly impacted by the persistence of sequester-level cuts.

Readiness Investments

Even with flat and declining defense budgets, this budget seeks to press ahead with the
transition from a counterinsurgency-focused force to a force ready and capable of operating
across a full range of operations across the globe. The service budgets all fund initiatives that
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seek to return to full-spectrum training and preparation for missions beyond current operations in
Afghanistan:

e The Army would prepare for a rotational presence in multiple regions and has begun
training in “decisive action” scenarios and is transitioning to fraining in combined arms
conventional warfare;

e The Marine Corps would return to a sea-going posture, its traditional role in between
major conflicts;

¢ The Navy would invest in ship maintenance and measures to alleviate the stress on
personnel from prolonged and extended deployments required by current operations;

* The Air Force would re-focus on high-end capabilities required to confront the advanced
air forces and air defense systems of other nations.

The Department continues its work to understand and quantify readiness activities as we
seck to maximize our preparedness for real-world missions. We do not yet know the costs of
fixing the readiness of the force following the six months of sequester cuts to training in this
fiscal year. Therefore these costs are not included in the FY 2014 budget. However, the
President’s Budget includes balanced deficit reduction proposals that are more than sufficient to
allow Congress to replace and repeal the sequester-related reductions required by the Budget
Control Act.

Family Support Programs
The Department’s budget submission makes clear that people are central to everything
we do. While sequester cuts would unfortunately counter many of these initiatives, especially
for our civilian workforce, the initiatives remain important statements of the intent in this budget.
The Department continues to support key programs in FY 2014 that support service
members and their families, spending $8.5 billion on initiatives that include:

s Transition Assistance and Veteran’s Employment Assurance — the Department continues
to support the Transition Assistance Program (TAP) to ensure every service member
receives training, education, and credentials needed to successfully transition to the
civilian workforce.

e Family Readiness — the Department continues to ensure that family support is a high
priority by redesigning and boosting family support in a number of ways.

The Department is also providing support to our people with a number of other important
initiatives, including:

s Behavioral Health - the Department maintains funding for psychological health programs
and expands those programs that are most effective, such as Embedded Behavioral
Health, to provide improved access to care, improved continuity of care, and enhanced
behavioral health provider communication.

* Suicide Prevention — the Department continues to implement recommendations from the
Suicide Prevention Task Force and act on other findings from think tanks, the National
Action Alliance’s National Suicide Prevention Strategy, and DoD and Department of
Veteran’s Affairs (VA) Integrated Mental Health Strategy (IMHS).
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Another area of focus has been Sexual Assault Prevention and Response. The

Department has implemented a number of nitiatives to change the way it prevents and responds
to the crime of sexual assault, along five lines of effort:

L 4

Prevention — the military services have launched a wide range of enhanced training
programs, which are now being taught in multiple professional military education and
training courses, to include DoD-wide pre-command and senior NCO training courses.
Investigation — Consistent with the FY 2012 and FY 2013 National Defense
Authorization Acts, DoD has established new policies to retain investigative
documentation for 50 years for unrestricted reports, and is developing policy for Special
Victim Capability.

Advocacy ~ DoD has implemented a Safe helpline to give victims 24/7 global access to
crisis support staff, implemented an expedited transfer policy for victims requesting
transfer to a new unit, and expanded emergency care and services to DoD civilians
stationed abroad.

Assessment — DoD has added sexual assault questions to DoD Command Climate
Surveys and implemented policy to conduct assessments within 120 days for new
commanders and annually thereafter, consistent with the FY 13 NDAA.

Accountability — on April 8, I directed Dol)’s Acting General Counsel to propose to the
Congress changes to Article 60 of the Uniform Code of Military Justice (UCMJ) that
would eliminate the ability of a convening authority to change findings in courts-martial,
except for certain minor offenses. These changes would aiso require the convening
authority to explain in writing any changes made to court-martial sentences, as well as
any changes to findings involving minor offenses. These changes, if enacted, would help
ensure that our military justice system works fairly, ensures due process, and is
accountable.

I am currently reviewing other options and actions to strengthen the Department’s

prevention and response efforts, and will announce those decisions and actions soon. Consistent
with the 2013 National Defense Authorization Act, I will soon be naming individuals to sit on
independent panels to review and assess the systems used to investigate, prosecute, and
adjudicate crimes involving sexual assault, and judicial proceedings of sexual assault cases. |
will closely review their recommendations when complete.

4.

Supporting troops deployed and fighting overseas

As I said earlier, this budget request includes a placeholder request for OCO funding at

the FY 2013 level ($88.5 billion) — we expect to submit an OCO budget amendment with a

revised level and account-level detail later this Spring. T would note that OCO funding is
essential in FY 2014 to support troops deployed and fighting in, and coming home from,

Afghanistan, and the cost of transporting and resetting equipment returning from theater. OCO

costs should decrease as our military presence in Afghanistan decreases, but even after the
conclusion of combat operations we will face war-related costs that must be addressed.

10
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The Way Ahead: Strategic Choices and Management Review

The FY2014 budget is a reflection of DoD’s best efforts to match ends, ways, and means
during a period of intense fiscal uncertainty. It is a balanced plan that would address some of the
Department’s structural costs and internal budget imbalances while implementing the President’s
defense strategic guidance and keeping faith with our men and women in uniform and their
families.

It is obvious that significant changes to the Department’s top-line spending would require
changes to this budget plan. The Department must plan for any additional reductions to the
defense budget that might result from Congress and the Administration agreeing on a deficit
reduction plan, and it must be prepared in the event that sequester-level cuts persist for another
year or over the long-term.

Consequently, I directed a Strategic Choices and Management Review in order to assess
the potential impact of further reductions up to the level of full sequester. The purpose of this
Strategic Choices and Management Review is to re-assess the basic assumptions that drive the
Department’s investment and force structure decisions.

The review will identify the strategic choices and further institutional reforms that may
be required — including those reforms which should be pursued regardless of fiscal pressures. It
is designed to help understand the challenges, articulate the risks, and look for opportunities for
reform and efficiencies presented by resource constraints. Everything will be on the table during
this review — roles and missions, planning, business practices, force structure, personnel and
compensation, acquisition and modernization investments, how we operate, and how we measure
and maintain readiness.

This review is being conducted by Deputy Secretary Carter working with General
Dempsey. The Service Secretaries and Service Chiefs, Office of the Secretary of Defense
Principals, and Combatant Commanders will serve as essential participants. Our aim is to
conclude this review by May 31, 2013. The results will inform our FY 2015 budget request and
will be the foundation for the Quadrennial Defense Review due to Congress in February 2014.

It is already clear to me that achieving significant additional budget savings without
unacceptable risk to national security will require not just tweaking or chipping away at existing
structures and practices but, if necessary, fashioning entirely new ones that better reflect 21
century realities. And that will require the partnership of Congress.

The FY2014 budget and the ones before it have made hard choices. In many cases,
modest reforms to personnel and benefits, along with efforts to reduce infrastructure and
restructure acquisition programs, met fierce political resistance and were not implemented.

We are now in a different fiscal environment dealing with new realities that will force us
to more fully confront these tough and painful choices, and to make the reforms we need to put
this Department on a path to sustain our military strength for the 21¥ century. But in order to do
that we will need flexibility, time, and some budget certainty.

We will also need to fund the military capabilities that are necessary for the complex
security threats of the 21% century. 1believe the President’s budget does that. With the
partnership of Congress, the Defense Department can continue to find new ways to operate more
atfordably, efficiently, and effectively. However, multiple reviews and analyses show that
additional major cuts — especially those on the scale and timeline of sequestration — would
require dramatic reductions in core military capabilities or the scope of our activities around the
world.

11
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As the executive and legislative branches of government, we have a shared responsibility
to ensure that we protect national security and America’s strategic interests. Doing so requires
that we make every decision on the basis of enduring national interests and make sure every
policy is worthy of the service and sacrifice of our service members and their families.

#H#
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Chuck Hagel

Secretary of Defense

Chuck Hagel was sworn in as the 24 Secretary of
Defense on February 27, 2013 becoming the first
enlisted combat veteran to lead the Department of
Defense.

Secretary Hagel was born on October 4, 1946 in North
Platte, Nebraska, the eldest of four brothers. He joined
the United States Army and volunteered to go to
Vietnam, rising to the rank of Sergeant and serving as an
infantry squad leader alongside his brother, Tom, with
the Army’s ot Infantry Division in 1968. He earned
numerous military decorations and honors, including
two Purple Hearts.

Following his tour in Vietnam, Secretary Hagel
graduated from the University of Nebraska at Omaha
using the G.I. Bill. Continuing his commitment to
public service, Secretary Hagel became Chief of Staff to Nebraska Congressman John Y.
McCollister.

In 1981, Secretary Hagel was nominated by President Ronald Reagan to serve as Deputy
Administrator of the Veterans Administration. In that post he helped pioneer early electronic
health record keeping and pushed for increased benefits for Vietnam veterans suffering from
Agent Orange. This fight became one of the causes of his life, later helping federal courts
distribute hundreds of millions of dollars for Agent Orange victims through the Court settlement
that set up the Agent Orange Payment Program which he chaired.

In the mid-1980’s, Secretary Hagel co-founded Vanguard Cellular Systems, Inc., which became
one of the largest independent cellular networks in the country. Secretary Hagel also served as
President and CEO of the USO; the Chief Operating Officer of the 1990 Economic Summit of
Industrialized Nations (G-7 Summit) in Houston, Texas; Deputy Commissioner General of the
United States for the 1982 World’s Fair, President of the Private Sector Council and President of
McCarthy & Company, an Omaha based investment bank.

In 1996, Secretary Hagel was elected to the United States Senate and represented Nebraska until
2009, While in the Senate, he was a senior member of the Foreign Relations; Banking, Housing
and Urban Affairs; and Intelligence Committees. He chaired the Foreign Relations International
Economic Policy, Export and Trade Promotion Subcommittee; and the Banking Committee’s
International Trade and Finance, and Securities Subcommittees. Secretary Hagel also served as
the Chairman of the Congressional-Executive Commission on China and the Senate Climate
Change Observer Group.



84

Detense.gov Biography: Chuck Hagel Page 2 of 2

Following his Senate career, Secretary Hagel served as Co-Chairman of President Obama’s
Intelligence Advisory Board and a member of the Secretary of Defense Policy Board. He was a
Distinguished Professor in the Practice of National Governance at the Georgetown University
School of Foreign Service and Chairman of the Atlantic Council, a non-partisan institution
devoted to promoting transatlantic cooperation and international security. He also served on the
board of PBS and a number of corporations and financial institutions.

Secretary Hagel is author of the 2008 book America: Our Next Chapter. He and his wife Lilibet
have a daughter, Allyn, and a son, Ziller.
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I. Introduction

Chairman, Ranking Member, and distinguished Committee Members, it
is my privilege to update you on the state of the US Armed Forces and to
comment on the President’s budget proposal for fiscal year (FY) 2014.

This year’s posture testimony comes in the context of extraordinary
uncertainty. Our Nation is going through an historic fiscal correction to restore
the economic foundation of our power. As resources decline, risks to our
national security interests rise. A more competitive security environment
compounds these risks, increasing the probability and consequences of
aggression.

This context calls out for our leadership. We can and must find it within
ourselves to stay strong as a global leader and reliable partner. We must
restore lost readiness and continue to make responsible investments in our

Nation’s defense.

II. Strategic Direction to the Joint Force

A year ago, I established four priorities to help guide our Joint Force
through this period of uncertainty. Our way forward must be rooted in a
renewed commitment to the Profession of Arms. This means preserving an
uncommon profession that is without equal in both its competence and its
character. Along the way, we must keep faith with our Military Family. This
means honoring the commitments we have made to our service members and
their families. They deserve the future they sacrificed so much to secure.

These two priorities serve as a source of strength for the Joint Force as it
achieves our national objectives in current conflicts. This means achieving our
campaign objectives in Afghanistan while confronting aggression toward
America and its allies in all its forms wherever and whenever it arises. It also
means helping to secure the flow of commerce in the global commons, building
the capacity of our partners, providing humanitarian assistance, and

maintaining a credible nuclear deterrent.
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These three priorities enable us to understand and develop the Joint
Force of 2020. Our ability to build the force we will need tomorrow depends on
the decisions we make today. This is a defining moment in a defining year.
Ensuring our future military is unrivaled and sustainable requires the right
mix between current capacity and new capabilities. We must recapitalize
current equipment where possible and modernize capabilities that preserve our

decisive advantages.

III. Joint Force Operations

One thing has been certain over the last year — the Joint Force stood
strong and responded to the Nation’s call. After more than a decade of
continual deployments and tough fighting, I remain humbled by the resilience
and determination of our warriors.

In the past year, our service men and women have simultaneously
fought, transitioned, and redeployed from Afghanistan. Never before have we
retrograded so much combat power and equipment while continuing combat
operations. Our forces performed superbly, transitioning to Afghan security
lead in areas comprising over 85% of the population. In the process, we
redeployed over 30,000 US troops, closed over 600 bases, and preserved
Coalition cohesion. We were challenged by “insider attacks,” but responded
the way professional militaries do. We assessed and adapted. We reaffirmed
our partnerships and moved forward jointly with more stringent force
protection and vetting procedures.

Transition continues. In the weeks ahead, the Afghanistan National
Security Forces will assume operational lead across all of Afghanistan. This
milestone represents an important achievement on the Lisbon roadmap,
reaffirmed at the Chicago Summit in 2012. At the same time, the International
Security Assistance Force will transition primarily to training and advising. We
are also working with NATO and the Afghan government on options for an
enduring presence beyond 2014 to reinforce Afghan security and maintain

pressure on transnational terrorists.
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When I testified last year, the effects of the November 2011 border
incident with Pakistan were still fresh, and tensions were as high as any time
since the Osama bin Laden raid. Measured, but steady civilian-military
engagement with Pakistani leadership led to the reopening of the Ground Lines
of Communication in July 2012. We are gradually rebuilding our relationship
with Pakistan as reflected in the recent signing of a tripartite border document
to standardize complementary cross-border operations.

The Joint Force has been vigilant well beyond South Asia and around the
world. We continue to help deter aggression and counter the increasingly bold
provocations from North Korea and Iran. We are supporting Syria’s neighbors
in their efforts to contain spillover violence while providing assistance to help
with refugees. We are postured to support additional options for dealing with
any threats to our national interests that may emerge from the Syrian conflict.

Along with our interagency partners, we are also postured to detect,
deter, and defeat cyber-attacks against government and critical infrastructure
targets. We are part of interagency and multinational efforts to counter
transnational crime. And, we remain relentless in our pursuit of al-Qa’ida and
other violent extremist organizations, directly and through our partners. This
includes al-Qa’ida-Arabian Peninsula (AQAP) in Yemen and, working with
French and African partners, al-Qa’ida in the Islamic Magreb (AQIM).

Finally, in the context of a “new normal” — where the diffusion of power
fuels insecurity and unrest — we continue to support reform across the Middle
East and North Africa through military-to-military exercises, exchanges, and
security assistance. We are also adjusting global force posture to reflect these

risks in the context of our rebalance to the Asia-Pacific region.

IV. Our Joint Force Today

We have an experienced, combat-tested force. Never has our nation
sustained such a lengthy period of war solely through the service of an All-
Volunteer military. Our warriors’ will to win is undaunted, but the means to

prepare to win are becoming uncertain. Military readiness is at risk due to the
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convergence of several budget factors. These same factors compound risk to
the wellness of the Joint Force and our Military Family. We need the help of
our elected leaders to gain budget certainty, time, and flexibility.

Few have borne more of war’s burden than our Military Family. For
twelve relentless years, our service men and women have answered our
Nation’s call with unsurpassed courage and skill. Many have fallen or been
grievously wounded in the service of our Country. We honor them most by
caring for their families and for those who have come home with wounds seen
and unseen.

We are unfailing in our praise for the sacrifices of our warriors in battle.
But for so many of our veterans, returning home is a new type of frontline in
their struggle. We cannot cut corners on their healthcare. We must continue
to invest in world-class treatments for mental health issues, traumatic brain
injury, and combat stress. Stigma and barriers to seeking mental health
services must be reduced.

Suicide is a tragic consequence for far too many. As a Nation, we have a
shared responsibility to address this urgent issue with the same devotion we
have shown to protecting the lives of our forces while in combat. The
Department is working closely with our interagency partners and the White
House to increase our understanding of the factors leading to suicide and how
to best leverage care networks to keep our Veterans alive.

The risks inherent to military service must not include the risk of sexual
assault. We cannot shrink from our obligations to treat each other with
dignity. We cannot allow sexual assault to undermine the cohesion, discipline,
and respect that gives us strength. Therefore, we are examining the best ways
to leverage additional education, training, and the Uniform Code of Military
Justice. We are exploring every option, and we are open to every idea, that
could help eliminate this crime from our ranks.

Future success relies on opening our ranks to all of America’s talent.
Accordingly, the Joint Chiefs and I have supported the expansion of service

opportunities for women. This decision better aligns our policies with our
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experience in war, and it serves to strengthen the Joint Force. Consistent with
the law, we also extended some benefits to the same-sex domestic partners of
service members. We are implementing both initiatives deliberately across all
Services to ensure we uphold essential standards and avoid creating new
inequities for other members of the Joint Force.

Keeping faith with our Military Family will take a mutual commitment
from fellow veterans and a grateful Nation. The next few years will define how
we, as a Nation, view the 9/11 generation of veterans. America's future All-
Volunteer force is watching.

They are also watching as we inflict risk on ourselves. With $487 billion
in planned reductions already reflected in the Department's FY 2013 budget,
sequestration’s additional cuts jeopardize readiness not only this year, but also
for many years to come. We cannot fail to resource the war we are still
fighting. At the same time, we cannot compromise on readiness in the face of
an uncertain and dangerous future. Our Joint Force must begin to reconnect
with family while resetting and refitting war-torn equipment. It must retrain on
the full-spectrum skills that have atrophied while developing new skills
required for emerging threats. There are no shortcuts to a strong national
defense.

When budget uncertainty is combined with the mechanism and
magnitude of sequestration, the consequences could lead to a security gap —
vulnerability against future threats to our national security interests. Our
military power could become less credible because it is less sustainable. And,
we could break commitments to our partners and allies, our defense industrial
base, and our men and women in uniform and their families.

This outcome is not inevitable. We can maintain the readiness and
health of the force at an affordable cost. But, we need help from our elected
leaders to keep the force in balance and avert the strategic errors of past
drawdowns. To this end, the Joint Chiefs and I have requested your support

for certainty, time, and flexibility.
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Most importantly, we need long-term budget certainty — a steady,
predictable funding stream. While the passage of the FY 2013 Appropriations
Act provided relief from the Continuing Resolution, uncertainty over the FY
2014 topline budget and the full effects of FY 2013 sequestration remains.

Second, we need the time to deliberately evaluate trade-offs in force
structure, modernization, compensation, and readiness. Finally, we need the
full flexibility to keep the force in balance. Budget reductions of this
magnitude require more than just transfer authority and follow-on
reprogramming authority. Everything must be on the table — military and
civilian force reductions; basing and facilities; pay and compensation; and the
mix among active, Reserve, and National Guard units.

The FY 2014 budget proposal helps us rebalance and strengthen
readiness through hard choices. It enables us to lower manpower costs,
reduce unneeded infrastructure, and shed ineffective acquisition programs
while maintaining support for the responsible drawdown of our military
presence in Afghanistan. It provides a 2014 military pay raise of one-percent
while protecting important education, counseling, and wounded warrior
programs. Proposed infrastructure reductions include a request for BRAC
authorization in FY 2015, although any closures would take multiple years and
not begin until 2016. We simply cannot afford to keep infrastructure and

weapons we do not need without getting the reforms we do need.

V. A Joint Force for 2020

The budget decisions we are making now will indicate whether we view
our future Joint Force as an investment or an expense.

America is unmatched in its ability to employ power in defense of
national interests, but we have little margin for error. We are able to deter
threats, assure partners, and defeat adversaries because we act from a position
of strength.

We are strong — and our Nation is secure — because we treat being the

best led, trained, and equipped force as a non-negotiable imperative. The
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secret to sustaining our strength with this or any future budget is simple —
preserve investment in readiness, prioritize investment in people, and protect
investment in decisive capabilities.

It is our people that make us the most capable military in the world.
They are our best hedge against threats to our homeland and interests abroad.
By 2020, we will require even greater technical talent in our ranks. But,
developing technological skill must occur in concert with leader and character
development. We must resist the temptation to scale back on education,
including languages and cultural knowledge. Military service must continue to
be our Nation’s preeminent leadership experience. It is more important than
ever to get the most from the potential and performance of every service
member.

Investing in people is not just about their development and readiness. It
is also about the commitment we make to their families. Unsustainable costs
and smaller budgets mean we must examine every warrior and family support
program to make sure we are getting the best return on our investment.

We need to reform pay and compensation to reduce costs while making
sure we recruit and retain the best America has to offer. We must also balance
our commitment to provide quality, accessible health care with better
management and essential reform to get escalating costs under control. The
FY 2014 budget would help control rising health care costs by initiating a
restructuring of medical facilities to make them more efficient, without
sacrificing quality or continuity of care, and by proposing fee adjustments that
exempt disabled retirees, survivors of service members who died on active duty,
and their family members. The Department of Defense is also working with
Veterans Affairs to find efficiencies across health care systems.

As we work to get the people right, we must also sustain our investment
in decisive capabilities. The FY 2014 budget continues to fund long-term
capabilities that sustain our edge against resourceful and innovative enemies,
while maintaining critical investments in science and technology, and research

and development programs.
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Emerging capabilities, once on the margins, must move to the forefront
and be fully integrated with our general purpose forces. Special Operations
Forces, for example, have played an increasingly consequential role over the
past ten years. We have expanded their ranks considerably during this
timeframe, and now we must continue to improve the quality of their personnel
and capabilities.

Closely linked are our intelligence, surveillance, and reconnaissance
capabilities ~ from sensors to analysts. We will continue to rely on proven
systems designed for the low threat environments of Iraq and Afghanistan. At
the same time, we must also develop and field sensors designed to penetrate
and survive in high-threat areas. They will expand our ability to access and
assess hard-to-reach targets.

This budget also sustains our investment in cyber, in part by expanding
the cyber forces led by the U.S. Cyber Command. Despite significant
investment and progress in the past year, the threat continues to outpace us,
placing the Nation at risk. The FY 2014 budget increases funding for cyber
security information sharing, but we need legislation to allow the private sector
and U.S. interagency to share real-time cyber threat information - within a
framework of privacy and civil liberty safeguards. In parallel, we must
establish and adopt standards for protecting critical infrastructure.

The development and integration of these emerging capabilities will by no
means amount to all that is new in Joint Force 2020. They must be integrated
with our foundational and impressive conventional force capabilities. The FY
2014 budget protects several areas where reinvestment in existing systems ~
such as the C-130, F-16, and the Army's Stryker combat vehicle — sustains our
competitive advantage. All are backed by our asymmetric advantages in long-
range strike, global mobility, logistics, space, and undersea warfare. And, they
must be connected with a secure, mobile, and collaborative command and
control network.

This combination of increasingly powerful network capabilities and agile

units at the tactical edge is a powerful complement to leadership at every
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echelon. It provides the basis to project both discrete and overwhelming power
across multiple domains. It gives policymakers and commanders alike a greater
degree of flexibility in how they pursue objectives.

As we set priorities and implement reductions, we need to pay attention
to the important relationship among defense, development, and diplomacy.
Fewer defense dollars means we must rely more on — and invest more in - our
other instruments of power to help underwrite global security. And our
international partners will have to work with us on accepting a greater share of

the risk. Some are more ready and willing to do that than others.

VI. Conclusion

Although I am confident the Joint Force today can marshal resources for
any specific contingency, our goal is to be able to offer military options that put
US national security on a sustainable path to 2020 and beyond. To do this, we
must recruit and retain the most talented people. We must invest in their
competence and character so they can leverage emerging and existing
capabilities in our defense. It is an investment our predecessors made in
decades past. We must do the same.

Our consistent first line of defense has been and always will be our
people. They are our greatest strength. We will rely on our war-tested leaders
to think and innovate as we navigate the challenges and opportunities that lie
ahead. We need to seize the moment to think differently and to be different.
But, we cannot do it alone. We need the help of our elected officials to give us
the certainty, time, and flexibility to make change.

We can and must stay strong in the face of declining budgets and rising
risk. We must have the courage to make the difficult choices about our
investments, about our people, and about our way of war. The Secretary’s
Strategic Choices and Management Review (SCMR) will us help us identify
options and opportunities.

We have been down this road before. We can lead through this

uncertainty and manage the transition to a more secure and prosperous

10
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future. I know your Nation’s military leaders are ready — as is every single
Soldier, Sailor, Airman, Marine, and Coastguardsman - to give their last breath
to defend America and her allies.

Please accept my thanks to this Committee and Congress for all you have
done to support our men and women in uniform. Together, we serve our

Nation.
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General Martin E. Dempsey

Chairman, Joint Chiefs of Staff

General Martin E, Dempsey becomes the Chairman of the Joint
Chiefs of Staff after serving most recently as the Army’s 37th
Chief of Staff from 11 April 2011 through 7 September 2011.

Past assignments have taken him and his family across the globe @4
during both peace and war from Platoon Leader to Combatant &
Commander. He is a 1974 graduate of the United States Military
Academy and a career armor officer.

As a company grade officer, he served with the 2nd Cavalry in
United States Army Europe and with the 10th Cavalry at Fort
Carson. Following troop command he earned his Masters of Arts
in English from Duke University and was assigned to the English
Department at West Point. In 1991, GEN Dempsey deployed
with the Third Armored Division in support of OPERATION
DESERT STORM. Following DESERT STORM, he commanded 4th
Battalion 67th Armor (Bandits) in Germany for two years and
then departed to become Armor Branch Chief in US Army
Personnel Command. From 1996-1998 he served as the 67th
Colonel of the Third Armored Cavalry Regiment. Following this
assignment as the Army’s “senior scout” he served on the Joint Staff as an Assistant Deputy Director
in J-5 and as Special Assistant to the Chairman of the Joint Chiefs of Staff. From September 2001 to
June 2003, General Dempsey served in the Kingdom of Saudi Arabia training and advising the Saudi
Arabian National Guard. In June of 2003, General Dempsey took command of the 1st Armored
Division in Baghdad, Irag. After 14 months in Iraq, General Dempsey redeployed the division to
Germany and completed his command tour in July of 2005. He then returned to Iraq for two years
in August of 2005 to train and equip the Iraqi Security Forces as Commanding General of MNSTC-L.
From August 2007 through October 2008, GEN Dempsey served as the Deputy Commander and then
Acting Commander of U.S. Central Command. Before becoming Chief of Staff of the Army, he
commanded US Army Training and Doctrine Command from December 2008-March 2011.

General Dempsey’s awards and decorations include the Defense Distinguished Service Medal with
Oak Leaf Cluster, the Distinguished Service Medal with three Oak Leaf Clusters, the Defense Superior
Service Medal, the Legion of Merit with two Oak Leaf Clusters, the Bronze Star with "V” Device and
Oak Leaf Cluster, the Combat Action Badge, and the Parachutist Badge. In addition to his Masters’
Degree in English, he holds Masters’ Degrees in Military Art and in National Security Studies.

General Dempsey and his high school sweetheart Deanie have three children: Chris, Megan, and
Caitlin. Each has served in the United States Army. Chris remains on active duty. They have five
wonderful grandchildren: Kayla and Mackenna by Chris and daughter-in-law Julie, Luke by Caitlin
and son-in-law Shane, and Alexander and Hunter by Megan and son-in-law Kory. Chris and Julie are
expecting their third child this fall.
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

APR 29 2013

The Honorable Rob Bishop
U.S. House of Representatives
Washington, DC 20515

Dear Representative Bishop:

I appreciated the opportunity to testify before the House Armed Services Cominittee on
the President’s Fiscal Year 2014 budget request for the Department of Defense. The Department
faces many national security challenges around the world and must-address those challenges ata
time of profound budget uncertainty. As I stated at the hearing, Congress-and the Department of
Defense must work together to find solutions to these problems, and 1 look forward to working
with the Committee to. that end.

During the hearing and in a subsequent letter on April 11; 2013, you asked about the
Department’s involvement with the Federal Aviation Administration’s (FAA) decision to-close
some contractor-staffed air traffic control towers, You also asked me about the funding and
purpose of the Environmental Impact Study (EIS) associated with the Inter-Continental Ballistic
Missile (JCBM) wings.

Regarding the air traffic control towers, the FAA requested on February 26, 2013, that
each Military Service determine the mission impacts of potential contractor-staffed tower
closures. In response, each Service assessed towers within its purview. On March 19, 2013, the
Deputy Secretary of Transportation contacted the Department and requested that we consolidate
and validate each of the Services” lists and return a departmental list to the Department of
Transportation (DOT) by March 21, 2013, The Acting Deputy Under Secretary of Defense for
Installations and Environment — working with the Deputy Assistant Secretary of Defense for
Readiness and the Deputy Assistant Secretary of Defense for Strategic and Tactical Systems —
combined departmental inputs into a list with tiered categories (based on DOT’s standard
approach) for approval by the Under Secretary of Defense for Acquisition, Technology, and
Logistics. The approved list was transmitted to DOT on March 21, 2013.. Qur response
identified 38 towers, including the Ogden-Hinckley tower, the closure of which would resultin a
severe impact to operations. The DOT removed from its closure list our fop ten priotity
locations and an additional seven towers where we identified closure as presenting 4 severe
impact to operations.

You specifically reqitested information on the consultations pertaining to the Ogden-
Hinckley location and impacts on Hill Air Force Base, UT. Headquarters Air Force coordinated
with its:major commands to identify those proposed tower closures that would negatively affect
Air Force testing, training, and operations. Air Force Materiel Command has authority for Hill
AirForce Base, UT and provided its input to the analysis.
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Regarding the EIS for the ICBM wings, the Office of the Secretary of Defense did direct
the addition of $1.5 million to assess the appropriate foree structure under the New Strategic
Arms Reduetion Treaty (New START). As Under Secretary Hale stated during the hearing, the
study will support fully informed decisions, specifically on reductions in U8, forces, to-meet
Treaty limits. In order to complete reductions to meet the Treaty deadline of February 2018, we
must include funding in the FY 2015 budget to begin implementation. The President's 2014
budget requést accounts for the current force 0450 ICBMs. The Air Force has been asked to
conduct the EIS as part of anongoing effort to facilitate a balanced decision making process, and
will collect information concerning all nine ICBM squadrons.

Again, T look forward to working closely with you as the Armed Services Committee
considers the FY 14 National Defense Authorization bill. Thank you for your continued support
of our men and women in uniform and our entire civilian workforce.

Sincerely,
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 20301-1000

APR 29 2013

The Honorable Mike Turner
U.8. House of Representatives
Washington, DC 20515

Dear Representative Turner:

I appreciated the opportunity to testify before the House Armed Services Committee on
the President’s Fiscal Year 2014 budget request for the Department of Defense, The Department
faces many national security challenges around the world and must address those challenges ata
time of profound budget uncertainty. As I stated at the hearing, Congress and the Department of
Defense must work together to find solutions to these problems, and I look forward to working
with the Committee to that end.

During the hearing, you asked me about our ability to respond to two conflicts as we face
sequestration and defense cuts. 'The ability of our armed forces to deter and defeat aggression by
an opportunistic adversary in one region even while our forces are committed to a large-scale
combat operation elsewhere has been a touchstone of our defense strategy for decades, including
the President’s 2012 Defense Strategic Guidance. Even if the Department experiences further
budget cuts, it will be important to strive to maintain this “two-war” standard as an essential
bulwark against disruptive global actors seeking to exploit any sign of vulnerability or weakness
on our part. Just as important, this standard is critical to reassuring our allies and friends that we
have the capability to fulfill our security commitments to them.

As I review the -Department’s defense strategy and the resources available to it, I will be
mindful of the importance of sustaining the forces necessary to fight and win simultaneous
combat operations.

Again, I look forward to working closely with you as the Armed Services Committee
considers the National Defense Authorization Act for Fiscal Year 2014. Thank you for your

continued support of our men ahd women in uniform and our entire civilian workforce,

Sincerely,

Ko
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Summary on TMA Demonstration Program Implementation since January 2013

The purpose of the Philippine Demonstration is to test an alternative method for the
delivery of health care in the Philippines to continue to control costs, reduce aberrant billing
activity, and eliminate balance-billing issues while providing quality health care to TRICARE
Standard beneficiaries residing in the Philippines and receiving care in designated demonstration
area(s). This will be accomplished by using approved demonstration providers who have agreed
to accept TRICARE reimbursement as payment in full, file the claim on behalf of the
beneficiary, collect only the applicable cost-share and deductible, and agree to on-site
verification and provider certification. Beneficiaries are no longer required to pay the full
amount up front and wait for reimbursement of only the TRICARE allowed amount. Under the
demonstration, Standard beneficiaries may have overall lower costs because approved
demonstration providers no longer require payments at the time of service nor will they subject
beneficiaries to balanced billing of charges.

TMA implemented the Philippine Demonstration Project on March 28, 2012 using a
phased approach to deliver health care in multiple locations. Health care delivery under Phase 1
began on January 1, 2013 in Metro Manila, Angeles City, Pampanga, and Olongapo City,
Zambales; Phase 2 will begin on December 1, 2013 in General Trias, Cavite, Naic, Cavite,
Bacoor, Cavite, Imus, Cavite, and Cavite City, Cavite; and health care delivery under Phase 3
will begin on July 1, 2014 in Hoilo City, lloilo.

Since health care delivery began on January 1, 2013, the TRICARE Overseas Program
(TOP) contractor has continued to target and recruit professional providers and inpatient
facilities to participate as approved demonstration providers in the Phase I designated
demonstration areas to ensure beneficiaries have access to primary and specialty care.
Additionally, because provider participation in the Demonstration is voluntary, there may be
situations in which the TOP contractor is unable to recruit a sufficient number and mix of
approved providers in all specialties in designated demonstration areas. In these situations, the
TOP contractor may request a specialty waiver from TRICARE Management Activity (TMA) so
that beneficiaries can receive care from non-approved (certified) providers. Currently, there are
52 specialty waivers in place to ensure beneficiaries have access to all specialty care under the
TRICARE program.

The TOP contractor has a dedicated team in place to handle issues and concerns for
approved demonstration providers and beneficiaries 24/7. Because some beneficiaries rely on
the Retired Activity Offices and Veterans of Foreign Wars in the Philippines as well as the Fleet
Reserve Association in the United States for TRICARE information, the TOP contractor has
hosted monthly teleconferences with these organizations to provide guidance on how to access
care under the Demonstration Project. Beneficiary educational messages are posted on the TOP
contractor’s Website and e-mailed to beneficiaries who signed up for e-mail updates for the
Demonstration Project on .GovDelivery.

Selection of approved demonstration providers was based on a thorough review of claims
history over the past two years with the objective to recruit and retain a sufficient number and
mix of providers in designated demonstration areas. Criteria for the selection of approved
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providers consisted of (1) the number of claims submitted by the providers/facilities and (2)
whether or not the providers/facilities were under any type of pre- payment review. As of May
2013, there are 7 institutional facilities and 122 individual providers participating in the
demonstration.

TRICARE Standard beneficiaries who reside in the Philippines may request a waiver of
the requirement to use an approved provider if they elect to receive care from non-approved
providers or facilities in designated demonstration areas. For example, beneficiaries engaged in
an ongoing episode of care with a non-approved provider when the demonstration began, and
who wish to continue care with their established provider for that episode of care can request a
waiver. Examples of an episode of care are pregnancy, broken limb, or dialysis. A beneficiary
should submit a waiver request to the TOP contractor to continue with the ongoing episode of
care.

TMA has an obligation to ensure TRICARE beneficiaries receive high quality care while
maintaining health care costs. Aberrant billing practices by providers impede access to high
quality care and increase health care costs, which can cause harm to beneficiaries.
Implementation of the Demonstration initiative coupled with the previous initiatives is
imperative to our ongoing efforts to control fraud, provide access to high quality care and contain
costs. We believe we have a sufficient number of approved providers in place, coupled with
processes to grant waivers for providers, in the areas where the demonstration is now effective.
We understand there will be some places where beneficiaries may not be able to use the provider
of their choice because their provider elected not to participate in the demonstration. In those
situations, we do have policies in place to assist these beneficiaries in finding an approved
provider or seeking a waiver. We hope that over time, as the demonstration gains momentum
and our overseas Standard beneficiaries choose to access providers from the approved list, more
providers will elect to participate by agreeing to use our payment procedures and the costs for
both the beneficiaries and the government will be lowered.
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RESPONSES TO QUESTIONS SUBMITTED BY MR. BISHOP

Secretary HAGEL. Please refer to my attached written response, dated April 29,
2013. [See page 29.]

[The written response can be found in the Appendix on page 99.]

Secretary HAGEL. Please refer to my attached written response, dated April 29,
2013. [See page 30.]

[The written response can be found in the Appendix on page 99.]

RESPONSES TO QUESTIONS SUBMITTED BY MR. LARSEN

Secretary HAGEL. Yes, I believe I have the authority to transfer detainees to loca-
tions outside the United States.

However, my authorities with respect to Guantanamo detainees preclude trans-
fers to the United States. And, in the absence of a court order, I am required by
the National Defense Authorization Act (NDAA) for Fiscal Year (FY) 2013 to make
certain certifications before a detainee may be transferred out of our detention facili-
ties at Guantanamo Bay, Cuba, to foreign countries or other foreign entities.

Moreover, with respect to transfers of detainees from the Detention Facility at
Parwan, Afghanistan, I am required by the NDAA for FY 2013 to submit to the ap-
propriate congressional committees notice in writing of the proposed transfer of any
individual detained pursuant to the Authorization for Use of Military Force (Public
Law 107-40; 50 U.S.C. 1541 note) who is a national of a country other than the
United States or Afghanistan from detention at the Detention Facility at Parwan,
Afghanistan, to the custody of the Government of Afghanistan or of any other coun-
try. [See page 36.]

RESPONSES TO QUESTIONS SUBMITTED BY MR. TURNER

Secretary HAGEL. Please refer to my attached written response, dated April 28,
2013. [See page 34.]
[The written response can be found in the Appendix on page 101.]

RESPONSES TO QUESTIONS SUBMITTED BY MR. WITTMAN

Secretary HAGEL. The Department is currently in the process of conducting a stra-
tegic choices and management review (SCMR), which will examine the choices that
underlie our defense strategy, posture, and investments, identify the opportunities
to more efficiently and effectively structure the department, and develop options to
deal with the wide range of future budgetary circumstances. It will be informed by
the strategy that was put forth by the President a year ago, and we will keep strat-
egy in mind at every step of this review. The results of this review are expected
to provide the Department with a holistic set of strategic choices to preserve and
adapt the defense strategy—to include possible adjustments to military personnel
levels—if sequestration is not de-triggered. [See page 56.]
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QUESTIONS SUBMITTED BY MR. MCKEON

Mr. MCKEON. During your testimony, you stated:

“As to the nonproliferation question in the budget, as you know, DOD does not
have responsibility for funding nonproliferation programs. Our responsibility is
funding and maintaining, securing the stockpile—the nuclear stockpile. And we’ll
continue to—to do that. The nonproliferation programs, which we work with State
on, specifically, also Energy, but—and we participate in that process, but the fund-
ing doesn’t come from DOD.”

Could you please clarify this statement? How do you define nonproliferation and
do you consider the DOD-funded Cooperative Threat Reduction program to be a
nonproliferation program? If not, then what is the purpose and object of the CTR
program and what will the $528 million FY14 request for CTR be used for?

Secretary HAGEL. I answered the question in the context of the Department of De-
fense and the National Nuclear Security Administration (NNSA’s) budgets, and how
the respective funding for each differs in terms of the nuclear stockpile (over which
we have a shared responsibility) and NNSA’s nonproliferation programs. DOD does
support a number of important nonproliferation-related efforts. In particular, DOD’s
Cooperative Threat Reduction (CTR) program, implemented by the Defense Threat
Reduction Agency, is an example of DOD-funded nonproliferation work. DOD’s CTR
program plays a critical role in preventing and reducing weapons of mass destruc-
tion threats, complementing and supporting the President’s nonproliferation agenda.
The Nunn-Lugar programs, of which CTR is a part, recently celebrated 20 years of
successful efforts, securing or destroying as appropriate, biological and chemical
weapons and production capabilities, strategic delivery systems and weapons usable
fissile material.

Mr. MCKEON. The budget materials that the committee received this year states
that “There will be a rebalance of force structure and investments toward the Asia-
Pacific and Middle East regions while sustaining key alliances and partnerships in
other regions.” Does this suggest that more forces and investment will be flowing
to the Middle East. Is this a change to last year’s defense strategy, which sought
to re-balance to the Asia-Pacific theater while maintaining a presence in the Middle
East.

Secretary HAGEL. There is no change in strategy. The Department continues to
use the 2012 Defense Strategic Guidance (DSG) as its foundation for prioritizing
DOD activities, missions, and presence. The DSG provides that DOD will rebalance
toward the Asia-Pacific region while continuing to place a premium on U.S. and Al-
lied military presence in—and in support of—partner nations in and around the
Middle East. DOD will sustain a presence in the Middle East that is capable of re-
sponding to contingencies, deterring aggression, and countering violent extremist
thrgats. The budget materials offered to the Committee are consistent with this
guidance.

Mr. McCKEON. Is it accurate that the QDR is on hold until the strategic choices
and management review is complete? How is the review going to impact the QDR?
I understand your cost assessment team rather than your policy and strategy shop
is leading the strategic choices and management review—can you explain why?
Please explain why this is not a recipe for a budget driven QDR.

Secretary HAGEL. The QDR is being preceded by a 60-day Strategic Choices and
Management Review. As I have stated, the 2012 Defense Strategic Guidance is the
review’s point of departure, ensuring a strategy-driven foundation for examining a
range of potential budgetary scenarios. The review is led by the Deputy Secretary
of Defense working with the Chairman of the Joint Chiefs of Staff. Because the pur-
pose of the review is the development of potential budgetary scenarios and options
for cost-savings, I directed the head of our cost assessment team to organize the ef-
fort. That being said, there is an integration group that convenes daily, including
participants from the Office of the Under Secretary of Defense for Policy, the Joint
Staff, and my personal staff, to oversee the review. I anticipate that the review will
identify areas where the constrained fiscal environment could place stress on the
Department’s ability to execute the defense strategy. The results of the Strategic
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Choices and Management Review will then be examined in more depth during the

Mr. McKEON. When do you expect to begin work on the QDR? Consistent with
section 113 of Title 10 USC, Congress has made its appointments to the National
Defense Panel, while the Department has not. When will you make your appoint-
ments to the National Defense Panel?

Secretary HAGEL. The QDR will begin soon after the completion of the Strategic
Choices and Management Review, which will be provided for my review in early
June. The QDR will be completed in time to deliver the QDR report to Congress
in February 2014. I will appoint National Defense Panel co-chairs prior to the start
of the QDR.

Mr. McKEON. You recently stated that North Korea is “skating very close to a
dangerous line.” What is that line? And what would be the implications for North
Korea if they crossed that line?

Secretary HAGEL. My April 10 statement referred to North Korea’s increasingly
belligerent rhetoric and actions over the last several months, including its launch
of a ballistic missile in December 2012, its third nuclear test in February 2013,
North Korea’s declaration in March 2013 that the 1953 Armistice Agreement was
invalid, its threat to launch a preemptive nuclear strike against the United States
and South Korea, and its pledge to restart its Yongbyon nuclear complex.

I do not want to speculate about a U.S. response to hypothetical scenarios. The
bottom line is that the United States is prepared to and capable of defending the
homeland and our Allies against the North Korean nuclear, other weapons of mass
destruction, and missile threat. The United States takes North Korean provocations
very seriously, and I can assure you that there would be grave consequences for the
Xeﬁ;ime if it took actions that threatened the security of the United States or our

ies.

Mr. MCKEON. Is it your assessment that the French had to conduct the operation
in Mali due to the gains that Al Qaeda was making in the country?

If so, had the French not stepped up to conduct this operation in Mali, would the
U.S. have conducted the operation? If not, why?

Secretary HAGEL. The French intervened in Mali in response to a Malian request
for assistance and because the French feared—as they put it—that “the whole of
Mali will fall into their (terrorist elements) hands, threatening all of Africa, and
even Europe.” We also recognized that al-Qa’ida in the Lands of the Islamic
Maghreb (AQIM) was expanding its freedom of movement. We increased efforts with
neighboring countries to contain the threat within Mali, and began providing sup-
port to the African-led International Assistance Mission in Mali (AFISMA). As
AQIM forces moved south and the French responded, we made a policy decision to
support the French efforts to counter this shared threat.

Mr. McKEON. Is it correct that the Department has a $53 billion shortfall for
FY13—$41B for the sequester, $10B for OCO, and $2B from fuel?

Given this shortfall, have you or anyone in DOD asked OMB and the White
House to submit to Congress a FY13 supplemental to make up the shortfall? Absent
a supplemental request, how do you plan to make up the shortfall?

Secretary HAGEL. Yes, that is the approximate amount of the total funding short-
fall the Department faces this fiscal year. The Department will prepare a re-
programming action that will address much of the OCO shortfall. Reduced consump-
tion and potential mitigation of fuel prices for the remainder of the fiscal year may
reduce some of the fuel bill. However, the Department has no way to mitigate the
impact of sequester other than reducing spending across all the programs, projects,
and activities that are impacted by the sequestration.

In the current fiscal climate it is highly unlikely that a supplemental budget re-
quest will be favorably acted on. Therefore, the Department is not making any plans
to submit a supplemental budget request.

The Department highlighted the impact of sequestration. The Department is tak-
ing a wide range of actions to slow operating spending. These include travel and
conference limits; civilian hiring freezes; layoffs of temporary/term employees; cut-
backs in facility maintenance; reductions in base operating support expenses and re-
duced service support contracts. Civilian furloughs are unavoidable. Equipment
maintenance inductions have been deferred to include ship availabilities. Multiple
training events across all the Military Departments were cancelled. Flying hours
and steaming days were reduced. Virtually every acquisition program will have to
manage with fewer funds, resulting in selected reductions in procurement quantities
and delayed research and development efforts. The Department is still assessing the
impact to specific programs.

As the military leadership has articulated, we are eating into readiness, not sus-
taining readiness. The real impact will be felt in the months and years ahead. There
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are no easy solutions to our dilemma other than taking action to de-trigger seques-
tration

Mr. McKEON. Earlier this year we received a letter from senior military leader-
ship, known as the 28-Star letter, warning of a readiness crisis. Your budget does
not appear to request funds to fix the damage to our readiness caused by sequester.
Please explain how this budget request addresses the readiness crisis? Are there
any shortfalls?

General DEMPSEY. The FY 2014 President’s Budget (PB14) does not include funds
to restore lost readiness caused by sequester because we do not yet know the full
impact or the cost of recovery from the readiness shortfalls we are experiencing this
fiscal year. PB14 does, however, fund initiatives that seek to return to full-spectrum
training and preparation for missions beyond current operations in Afghanistan.
The Department continues its work to understand and quantify readiness activities
as we seek to maximize our preparedness for real-world missions.

QUESTIONS SUBMITTED BY MS. SANCHEZ

Ms. SANCHEZ. I am very appreciative of the Department’s strong support of bio-
medical research, which has led to many advances in medical care for our wounded
warriors as well as many medical interventions that are in the pipeline. It is of note
that many of these new diagnostics and treatments have the added benefit of help-
ing all American citizens. I have noted with interest that the Department has spon-
sored a very important conference—the Military Health System Research Sympo-
sium (MHSRS)—which provides an opportunity for all the services to identify and
share advances as well as identifying critical research needs. The real time sharing
of important medical research information and the exchange of ideas fosters the de-
velopment and rapid advancement of medical innovations. It is an important forum
in which problems are identified and possible solutions developed. Many successful
medical treatments and innovative research programs have been initiated as a re-
sulted. It also provides a forum where academic and industry collaborators, at their
own expense, can assist with developing solutions. I am concerned that some other
conferences have been cancelled this year, but would like to recommend the continu-
ation of the MHSRS. This conference provides a unique opportunity for a great deal
of information to be exchanged and discussed between all interested parties in a
very short period of time—which expedites the delivery of these new medical inter-
ventions to our wounded warriors. While I support cost saving measures, the de-
partment needs to be mindful that this conference has many additional benefits—
not the least of which is to preclude duplication of efforts, thus saving both time
and money. The benefit ultimately saves lives.

Secretary HAGEL. I appreciate your endorsement of this symposium. The Depart-
ment finds the interchange to be very productive. In light of fiscal constraints, DOD
is looking at other formats to conduct the conference, e.g. virtually, to curtail total
costs while maximizing participation. I recognize the value of on-site attendance,
but look to include other means of exchange that will hold down travel costs while
maximizing participation.

QUESTIONS SUBMITTED BY MR. FORBES

Mr. FORBES. As part of the final conference report on the National Defense Au-
thorization Act (H.R. 4310), members of the House and Senate chose to include Sec-
tion 533, protecting the conscience rights of service members and chaplains, and di-
recting the Secretary of Defense to issue regulations implementing the protections
afforded by this section. Since the bill was signed into law on January 2, 2013, what
steps have you taken to implement section 533 and when will the final regulations
be issued?

Secretary HAGEL. The Department of Defense places a high value on the rights
of military personnel and their families to observe the tenets of their religions wher-
ever they may be stationed around the world.

Long-standing policy maintains that chaplains have the freedom to preach and
conduct religious worship according to the dictates of their religions. Consistent
with the Department’s long-standing policy of religious freedom, the DOD is in the
process of revising two Department of Defense Instructions (DODI’s) to implement
section 533 of the National Defense Authorization Act for Fiscal Year 2013.

These revised instructions will fully support Service members’ rights to practice
their religions and receive religious accommodations as appropriate, as well as af-
firm Chaplains’ rights to practice their faiths without fear of reprisal and without
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having to perform services which are inconsistent with their religious beliefs, and
those of the religious organizations with which they are affiliated.

The Undersecretary of Defense for Personnel and Readiness September 30, 2011
memorandum to the Secretaries of the Military Departments and Chiefs of the Mili-
tary Services supports section 533, through guidance that affirms Chaplains’ rights
to refuse participation in events that would be in variance with tenants of his or
her religion or personal beliefs.

QUESTIONS SUBMITTED BY MR. MILLER

Mr. MILLER. Section 2814 of the FY13 NDAA, as signed by the President, requires
the DOD to report on the recent Air Force Materiel Command reorganization. Can
you provide an update to the status of this report? Can you tell me who in OSD
has the lead for this report and whether OSD has directed the Air Force to provide
input to assist with preparation of the report? If the Air Force has been so directed
to support, what organizations are involved and what is their roles?

Secretary HAGEL. The Assistant Secretary of Defense for Research and Engineer-
ing (ASD(R&E)) has the responsibility for the report required by section 2814 of the
FY13 NDAA on the Air Force Material Command reorganization. The Department
intends to send the completed report by September 30, 2013. The ASD(R&E) asked
the Secretary of the Air Force for Acquisition (SAF/AQ) for input on the reorganiza-
tion, and how it is proceeding. This input will be sent to ASD(R&E), who will then
complete the report, in coordination and consultation with the Assistant Secretary
of Defense (Acquisition), and other key OSD offices.

QUESTIONS SUBMITTED BY MR. LANGEVIN

Mr. LANGEVIN. Secretary Hagel, Given the shortage of qualified cyber personnel
in both the military and civilian domains, in your view, is DOD doing enough to
ensure that such personnel are properly positioned within the Department? Are we
diluting our cyber operators too much by spreading them out to the various com-
mands, or are we striking the proper balance with regards to the integration of
cyber capabilities into our force structures?

Secretary HAGEL. I believe that DOD is moving expeditiously to address the grow-
ing threats faced in cyberspace. As part of its efforts to develop cyberspace oper-
ations capabilities, the Department provides cyber capabilities where they are most
needed. DOD must ensure that defense networks are more secure and have the ca-
pability to continue operating in degraded information environments. The Depart-
ment also needs to provide strong support to combatant commanders. Finally, DOD
needs to have both the capabilities and capacity to defend the United States against
significant threats in cyberspace. In light of these priorities, DOD is building teams
comprising more than 6,000 highly skilled military and civilian personnel to support
national and Combatant Command specific missions, focusing on the most critical
threats and requirements first. As DOD’s cyber force structure is built, civilian and
military personnel will continuously assess implementation to ensure that the De-
partment is maximizing operational effectiveness and striking a reasonable balance
across the priority missions.

Mr. LANGEVIN. General Dempsey, I'd like to touch on a couple operational aspects
to anti-access area denial environments. Such battlespace limitations are likely to
place a premium on particular assets, technologies, and competencies, particularly
in the Asia-Pacific region where there is a significant proliferation of submarines,
advanced tactical fighters, and ballistic missiles, as well as many electronic warfare
challenges. Can you speak to how the Department is resourcing, training, and in-
vesting in research and development in order to meet those challenges, particularly
with regards to directed energy, undersea warfare, and advanced tactics, techniques,
and procedures?

General DEMPSEY. There are many ongoing efforts that are addressing these
issues: Sustaining Global Leadership: Priorities for 21st Century Defense, clearly es-
tablished the 10 primary missions of the Joint Force. The ability to project power
despite Anti-Access/Area Denial (A2/AD) challenges is one of the 10 and when that
particular mission is accomplished, it serves as a key enabler to accomplishing the
other nine primary missions. The guidance directs the implementation of the Joint
Operational Access Concept (JOAC). The concept describes how the joint force will
operate to overcome the challenges you describe. The concept identifies 30 capabili-
ties required to implement the concept. The JCS also identified three supporting
concepts including: A multi Service Air-Sea Battle concept, which is being imple-
mented, a concept for Entry Operations which is nearing completion and a concept
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for sustained joint land operation that will be developed. Holistically these concepts
will ensure the development of capabilities to include training, materiel, leadership
development and the advanced tactics, techniques and procedures to ensure the
Joint force can operate in an A2/AD environment. Many combatant command and
Service Title 10 training events are planned between FY14-18 to exercise coun-
tering the A2/AD threat. The Department has re-aligned training funds in FY14 to
United States Pacific Command (USPACOM) in order to support the President’s Na-
tional Strategy of an Asia-Pacific rebalance. Three USPACOM exercises include ob-
jectives specifically focused on countering A2/AD threats.

As for advances in directed energy capabilities, there is great potential for using
directed energy for both kinetic and non-kinetic purposes to include advanced laser
rangefinders and designators, use against sensors that are sensitive to light, uses
to protect friendly equipment, facilities, and personnel, and to retain friendly use
of the electromagnetic spectrum. Services are exploring the feasibility of directed en-
ergy weapons.

Mr. LANGEVIN. General, given how sensitive many aspects of cyber operations are,
in your view, are we doing enough to ensure we are able to share information and
operate jointly with our allies, particularly in the Asia-Pacific region, at least to the
level of establishing a common operating picture both in the traditional domains
and in cyberspace?

General DEMPSEY. There are several information sharing, Common Operating Pic-
ture (COP) and cyber space efforts underway to ensure sufficient focus on these im-
portant issues.

First, we are working very hard to improve interoperability and share information
with our allies. Recent achievements include significantly improved email capability
to share Secret releasable information with our regional FVEY partners (Australia
and New Zealand). We also established the capability for Australians to access US
web-based Secret-Releasable information and connected US and Australian secure
voice telephone networks. These same web and voice capabilities will be available
for New Zealand within six months. Secondly, to improve security of classified and
unclassified information sharing we are working with our partners to cross certify
national public key security systems. Using Public Key “Smart Card” technology to
access networks and resources ensures our data exchanges are attributable. The
first step in this area was made on 9 May 2013 when the Department of Defense
Chief Information Officer signed an unclassified public key cross certification agree-
ment with her Australian counterpart.

Additionally, beyond our regional FVEY allies, we are also developing processes
and procedures that will better enable information sharing with any potential mis-
sion partner. This Mission Partner Environment (MPE) capability framework allows
mission partners to plan, prepare, and execute operations in the same security do-
main supporting the Commander’s intent for unity of effort.

I agree that we need a Common Operating Picture (COP) in the traditional do-
mains. The Global Command and Control System—dJoint (GCCS—J) is DOD’s pri-
mary fielded COP capability to the combatant commands, Services, Defense Agen-
cies, and the Joint Staff. Pending GCCS—J enhancements will improve the cross do-
main sharing of COP data with mission partners enabling more effective joint oper-
ations.

Lastly, DOD has a validated requirement for cyber situational awareness (SA)
and is currently conducting an Evaluation of Alternatives that serves as the first
phase to inform the allocation of the DOD’s new and existing investments in achiev-
ing cyber situational awareness capabilities that will become part of our fielded

GCCS J COP capability.

QUESTIONS SUBMITTED BY MR. TURNER

Mr. TURNER. The Joint IED Defeat Organization (JIEDDO) was established 7
years ago and has since been provided billions of dollars in funding to develop
counter-IED capabilities for the warfighter. However, GAO has identified several
significant internal control weaknesses and a lack of comprehensive visibility over
all of DOD’s counter-IED efforts external to JIEDDO, and that these issues have
persisted for many years despite several reports and recommendations to address
these problems. GAO cited, among other things, a lack of sustained management
attention and senior DOD leadership as causes for these continued problems. It has
also been argued by some that JIEDDO may not have all the authority it needs to
effectively lead and oversee all of DOD’s joint and military service counter-IED ac-
tivities.
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What will JIJEDDO’s mission and organization be in the future beyond 2014? Will
JIEDDO stay a separate entity as it is currently, or will it be integrated into other
existing organizations and processes?

General DEMPSEY. JIEDDO is a joint entity and a jointly manned activity of the
Department of Defense (DOD) operating under the direction of the Deputy Secretary
of Defense. The future of JIEDDQ’s mission and organization are being discussed
as part of a broader effort to determine the Department’s long term approach to pro-
viding quick reaction capabilities. The Joint Staff is an active participant in these
ongoing discussions to ensure alignment to current and developing strategic guid-
ance and fiscal realities, while at the same time maintaining the requisite focus on
the enduring threat that IEDs present. The options currently under consideration
range from maintaining an organization with functions and responsibilities similar
to those currently performed by JIEDDO to a distribution of those functions and re-
sponsibilities to other DOD organizations with related competencies. It is premature
to speculate on what JIJEDDO’s mission and organization will be beyond 2014 until
deliberations conclude and a recommendation is made to the Secretary.

QUESTIONS SUBMITTED BY MR. KLINE

Mr. KLINE. Does the Office of the Secretary of Defense recognize that there are
inefficiencies in the Medical Evaluation Board system which are causing extreme
hardship for Reserve Component soldiers? If so, what immediate and long term ac-
tions are being taken to correct the growing number of Medical Evaluation Board
cases?

Secretary HAGEL. The Department is not aware of specific inefficiencies in the
Medical Evaluation Board phase of the Integrated Disability Evaluation System
(IDES) which are causing extreme hardship for Reserve Component soldiers. How-
ever, we are constantly looking for ways to make this process more efficient and less
burdensome to the Service members. For example, effective March 2012, the Depart-
ment provided Service members with the option to undergo interview and examina-
tion at a Veterans Health Administration location closest to home. This eliminates
the need for Service members to travel long distances to a Military Treatment Facil-
ity.

Through efforts like this, there has been a 26% reduction in processing timeliness
for Reserve Component cases through the 140-day Medical Evaluation Board phase
(174 to 128 days) over the last 6 months.

Mr. KLINE. What actions are being taken to establish a singular, transparent sys-
tem that adjudicates service members cases fairly and quickly?

Secretary HAGEL. In 2007, DOD and VA integrated the disability evaluation proc-
esses for seriously ill and injured Service members to establish, within the confines
of existing law, a singular, transparent, faster, and fair process.

e DOD and VA eliminated redundant dlsablhty ratings, which simplified, acceler-
ated, and increased the consistency of disability determinations between the De-
partments.

e DOD and VA provide Service members their disability ratings and anticipated
disability compensation prior to separation from military service so that they
are better prepared to make decisions about their future.

e Since implementing the integrated the disability evaluation process, DOD and
VA decreased the time from referral for disability evaluation to VA benefits re-
ceipt by 30% (540 days to 376 days).

e In the past six months, DOD and VA reduced the time for the medical evalua-
tion portion of the integrated disability evaluation process by 39% from 132
days to 80 days, and the Departments are now meeting the 100-day goal. The
time required to complete physical evaluation boards also decreased by 25%,
from 133 to 100 days, and is currently meeting the 120-day goal. The Depart-
ment of Defense is committed to improving the overall process and has taken
the following actions to further improve the Integrated Disability Evaluation
System (IDES).

e DOD increased IDES staff levels by 127% (676 personnel) to improve case proc-
essing timeliness and customer service.

e DOD authorized the Services to use PhD psychologists (in addition to psychia-
trists) to adjudicate behavioral health cases, and reduced the requirement for
Informal Physical Evaluation Board membership from 3 to 2 to increase their
capacity to process cases.

e The Army improved its Medical Evaluation Board timeliness by 74% (reduced
from 117 to 31 days against 100-day goal) at select locations by segmenting Sol-
diers into cohorts of simpler versus complex cases.
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e The Military Departments are identifying and expediting back-logged cases and
giving priority to clearing oldest cases first and are committed to clearing their
back-logs by December 2013.

Mr. KLINE. The 2004 initiative regarding Integrated Electronic Health Records be-
tween Department of Defense and Veterans Affairs medical entities was abandoned
in February 2013, apparently due to technological obstacles. An integrated record,
shared between the two agencies, would have greatly helped transparency of the
Medical Evaluation Board process, especially as the Integrated Disability Evalua-
tion System (IDES) is fully implemented. The Veterans Affairs and Department of
Defense have apparently opted for a more affordable solution to link the separate
record systems using existing programs. When will this be complete?

Secretary HAGEL. I would like to dispel any belief that DOD and VA are moving
away from a joint, seamless electronic health record (EHR). Our goal remains to
seamlessly integrate DOD and VA electronic health record data, and while the strat-
egy used to accomplish this goal has changed; the end goal remains the same.
Therefore, we are implementing actions to accelerate availability of seamless infor-
mation by developing a core set of iEHR data interoperability capabilities, such as
allowing VA and DOD patients to download their medical records (what we call our
Blue Button Initiative); expanding the use of the graphical user interface to seven
additional sites and its expansion of two DOD sites; and improving the integrated
electlzlonic health record data before the end of this year, by standardizing health
care data.

Mr. KLINE. Is there a difference in the average adjudication time between an Ac-
tive Component soldier versus Reserve Component soldier through the Medical
Evaluation Board/Physical Evaluation Board process? If there is a difference in
time, why is there such a disparity?

Secretary HAGEL. Yes, there are slight differences. The Medical Evaluation Board
(MEB) phase goal for Active Component Service members is 100 days, while Reserve
Component Service members is 140 days. The DOD/VA allocates an additional 40
days for Reserve Component Service members to gather medical and Veterans
records required for processing.

Between November 2012 and April 2013 leading indicators show that MEB timeli-
ness for Active Component cases improved 33% to an average of 80 days. MEB time-
liness for Reserve Component cases improved 26% to an average of 128 days. The
Department is now meeting its goals for timeliness of MEBs for both Active and Re-
serve Component cases.

The Physical Evaluation Board (PEB) phase goal for both Active and Reserve
Component cases is 120 days. Between November 2012 and April 2013 leading indi-
cators show that PEB timeliness for the Active Component cases improved 17% to
an average of 101 days, while Reserve Component cases remained steady at an av-
erage of 158 days. During this period, the number of Reserve Component cases at
the PEB increased by 65% (2,017 to 3,322). The Military Departments are increas-
ing Eheir capacity to adjudicate Reserve Component cases to meet the higher de-
mand.

Mr. KLINE. Can the Department of Defense task Reserve Components to place
clinical professionals on orders to augment existing Military Treatment Facility staff
in order to relieve the backlog?

Secretary HAGEL. Yes, the Department can request Reserve augmentation. How-
ever, DOD does not believe it is necessary to augment military treatment facility
staff with Reserve Component clinical professionals at this time. Because Medical
Evaluation Boards (MEBs) are conducted at Military Treatment Facilities, a review
of leading indicators show that MEB timeliness significantly improved for all Mili-
tary Departments. Between November 2012 and April 2013, the number of Reserve
Component cases in the MEB phase decreased 12%. During the same period DOD
and VA improved timeliness 26%, shortening the MEB phase from 174 days to 128
days, which meets the 140-day Reserve Components MEB phase goal.

Mr. KLINE. What is the current backlog at the Military Treatment Facilities for
Reserve Component and Active Component cases?

Secretary HAGEL. In April 2013, there were 9,185 Active Component cases and
2,672 Reserve Component cases in the Integrated Disability Evaluation System
(IDES) that are exceeding timeliness standards.

Mr. KLINE. There appears to be great variance in communication models from
Physical Evaluation Board Liaison Officer (PEBLO) to PEBLO, even among
PEBLOs from the same Military Treatment Facility. Are the communication expec-
tations for PEBLOs standardized?

Secretary HAGEL. Yes. DOD instruction 1332.38, “Physical Disability Evaluation,”
sets standard communication requirements for PEBLOs, including the timeliness for
counseling of service members upon their referral for disability evaluation (10 days)
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and the topics that must be communicated. Each year the Military Departments
submit a report to DOD certifying their PEBLOs are trained and adhering to DOD
policies. The Department recognizes the need for continuous learning and improve-
ment and began a bottom-up re-build of the Disability Evaluation System (DES)
training standards and objectives. DOD will provide these improved training stand-
ards and objectives to the Military Departments no later than June 30, 2013. Addi-
tionally, DOD is revising disability quality assurance requirements to measure
PEBLO communication/practices.

Mr. KLINE. Do you need legislative authority from Congress to address and correct
deficiencies in the Medical Evaluation Board process?

Secretary HAGEL. No. I appreciate the Congress’ interest in this issue but the De-
partment does not need any legislative assistance with the Medical Evaluation
Board process at this time.

QUESTIONS SUBMITTED BY MS. BORDALLO

Ms. BORDALLO. The FY 13 NDAA under section 2832 requires the Department of
Defense to meet 4 requirements in order to fully spend Government of Japan funds
that have been received and are currently sitting unobligated in the U.S. Treasury.
This is a matter of great concern to our community. What steps is the Department
of Defense taking to meet these 4 requirements?

Secretary HAGEL. The Department of Defense will ensure that Congress is pro-
vided regular updates on the status of realignment planning, as well as on expendi-
tures of any related funds. Within the next few weeks, the Department plans to pro-
vide a comprehensive response to Congress detailing DOD efforts to meet the re-
quirements of section 2832. This response will be in the form of a letter from the
Deputy Secretary to the leadership of this Committee and others. It will include de-
tails of the specific steps being taken to meet the requirements of Section 2832.

Ms. BORDALLO. It is important to ensure that as we draw down in Afghanistan
that we posture our nation to ensure freedom of access and economic prosperity in
the Asia-Pacific region. I read with interest the fact that you have ordered a Stra-
tegic Choices and Management Review that will challenge all previous assumptions
and strategy, including those made in the 2011 Defense Strategic Guidance. The
Asia-Pacific region is the world’s most militarized region with 7 of the 10 largest
militaries and multiple nations with declared nuclear arms. Instability in this re-
gion will have a direct and immediate effect for our nation. I wish to emphasize to
you today the need for continued focus on the Asia-Pacific region. Mr. Secretary, can
I get your commitment once again that as you and the Department look into the
future, you will keep the Asia-Pacific Region at the center of your focus?

Secretary HAGEL. The 2012 Defense Strategic Guidance stated that the Depart-
ment “will of necessity rebalance toward the Asia-Pacific region,” and that strategy
remains in effect today. The United States will maintain its security presence and
engagement in the Asia-Pacific. Specifically, defense spending and programs will
continue to support key priorities. At the same time, reviewing strategies and un-
derlying assumptions, as the Department is doing in the Strategic Choices and Man-
agement Review, is always a prudent measure to ensure American security.

QUESTIONS SUBMITTED BY MR. ROGERS

Mr. ROGERS. A senior Russian researcher, Sergei Rogov, recently claimed that the
Aegis Ashore platforms we have chosen to deploy in Romania and Poland are a vio-
lation of the INF treaty because the VLS canisters could launch the Tomahawk
Land Attack Missile, the TLAM cruise missile. Can you state whether you agree
with that statement? Do these deployments violate the INF treaty?

Secretary HAGEL. The land-based Standard Missile-3 (SM-3) system, sometimes
referred to as Aegis Ashore, will be developed, tested, and deployed in a manner
that is fully consistent with U.S. obligations under the Intermediate-Range Nuclear
Forces (INF) Treaty. Specifically, the land-based SM-3 will be developed and tested
solely to intercept and counter objects not located on the surface of the Earth. Under
paragraph 3 of Article VII of the INF Treaty, such a missile is specifically exempted
from the limitations of the Treaty. The launcher for the land-based SM-3 will be
fully consistent with the INF Treaty. The launcher will not be capable of launching
the Tomahawk cruise missile or any missile prohibited under the INF Treaty.

Mr. ROGERS. Why is the INF treaty of enduring value to the security of the
United States and its NATO allies?

Secretary HAGEL. The INF Treaty remains a foundational pillar of strategic sta-
bility for the Euro-Atlantic region, and one that is in the interests of the United
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States, the Russian Federation, and NATO Allies. Reintroduction of intermediate-
and shorter-range missiles into the arsenals of the Parties would be a destabilizing
element in the geostrategic relationship between the United States and the Russian
Federation.

Mr. ROGERS. During his recent appearance before this committee, NORTHCOM
Commander Jacoby testified that, “What a third site gives me, whether it’s on the
East Coast or an alternate location, would be increased battle space. That means,
increased opportunity for me to engage threats from either Iran or North Korea.”
(emphasis added)

Do you agree with the Commander of NORTHCOM? Does a third site provide
more “battle space” for the defense of the homeland?

Secretary HAGEL. Yes, a third Ground-Based Interceptor (GBI) site would provide
increased “battle space” for some homeland defense scenarios. Generally speaking,
more battle space increases decision time to determine the appropriate actions to
be taken. A key question is whether the benefits associated with more battle space
are worth the cost of a third site (approximately $3 billion for an East Coast missile
field). Although there is no current requirement for a third site, the Department is
in the early stages of identifying at least 3 candidate locations for a third GBI site
as directed by the Fiscal Year 2013 National Defense Authorization Act. At least
2 of the possible sites must be on the East Coast. The Department will also conduct
environmental impact statements in compliance with the National Environmental
Policy Act for the possible sites as directed, and consider the benefits of such a site
in comparison to the costs.

Mr. ROGERS. General Kehler, commander of U.S. Strategic Command, testified be-
fore the Senate Armed Services Committee last month that, “I am confident that
we can defend against a limited attack from Iran, although we are not in the most
optimum posture to do that today ... it doesn’t provide total defense today.” What
he was referring to was what the National Research Council described in its 2012
report as the basis of an East Coast missile defense site, “to provide the battle space
necessary for shoot-look-shoot of the entire country.”

Do you agree that the East Coast of the United States is not presently defended
from Iran with a shoot-look-shoot missile defense? What is the plan today to provide
that capability now that Phase IV of the EPAA has been terminated?

Secretary HAGEL. The United States is currently defended from any interconti-
nental range ballistic missile that Iran may acquire in the foreseeable future. The
Department is continuing the development of the technologies and capabilities that
could allow for improvements to the shot doctrine in the future, and remains focused
on pursuing the most cost-effective means to improve missile defense within the cur-
rent resource-constrained environment.

Mr. ROGERS. Mr. Secretary, the decision to terminate the Precision Tracking
Space System (PTSS) and the SM—3 IIB missile frees up $4 billion over the Future
Years Defense Program. We are told the March 15th strategy will cost $1 billion.
Is the remaining $3 billion coming out of the missile defense budget? As you know,
that budget has been cut each every year the President has been in office and is
$6 billion dollars below the Bush Future Years Defense Program.

Secretary HAGEL. Of the $4 billion, the Department added $2 billion back into the
Missile Defense Agency budget across the Future Years Defense Program, and used
the remaining $2 billion for other Department priorities.

Mr. ROGERS. In your nomination hearing to be Secretary, you distanced yourself
from the recommendation of the Global Zero report, which you had previously
signed, and endorsed the maintenance and modernization of the TRIAD of nuclear
delivery systems. Do you continue to support the nuclear TRIAD of submarines and
missiles, ICBMs and bombers with gravity bombs and cruise missiles?

Secretary HAGEL. Yes. I believe that retaining the Triad, consistent with the Nu-
clear Posture Review’s conclusions, remains the right decision at the present time.
I believe that the Triad’s mix of intercontinental ballistic missiles, submarine-
launched ballistic missiles, and nuclear-capable heavy bombers continues to support
U.S. national security interests.

Mr. ROGERS. When can the Congress expect to receive the plan called for by the
FY12 NDAA concerning the force structure of the U.S. nuclear force under the New
START treaty? How much funding is required in FY14 for force structure reductions
to implement the treaty?

Secretary HAGEL. The FY14 President’s Budget request for Fiscal Year 2014
maintains the current force structure (14 ballistic missile submarines, 450 inter-
continental ballistic missiles, and 98 heavy bombers). A decision on reductions in
U.S. forces to meet the New START Treaty limits is expected to be finalized before
Fiscal Year 2015 begins. This approach provides the maximum flexibility to tailor
our force structure to meet deterrence requirements while still enabling us to meet
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the Treaty’s deadline in February 2018. In the meantime, the Department will con-
tinue necessary planning activities to implement the reductions, to remove from
New START accountability previously retired systems, and support the full
verification and inspection regime allowed under the Treaty.

Mr. ROGERS. The Guardian newspaper reported on Tuesday that the father of
Pakistan’s nuclear bomb, A.Q. Khan, admitted to traveling to North Korea repeat-
edly over several years. It is reported these trips involved him “handing over nu-
clear secrets in exchange for missile technology.” How has this and other coopera-
tion, %ncluding Iranian, Chinese and Russian, enhanced North Korea’s nuclear pro-
gram?

Secretary HAGEL. North Korea’s links with the black market of illicit nuclear traf-
ficking and the related exchange of nuclear-related expertise, technologies, compo-
nents or material extends well beyond its dealings with A.Q. Khan. North Korea’s
nuclear program is supported by North Korean efforts across the globe. I am equally
concerned about the potential proliferation by North Korea of weapons of mass de-
struction, ballistic missiles, and related materials. The dynamic structures of pro-
liferation networks are challenging, but DOD is actively working with international
and interagency partners to address this challenge.

Mr. ROGERS. The March 2013 data declaration shows that for the third year since
entry-into-force of the New START treaty, the Russian Federation is already below
the deployed warhead and deployed delivery vehicle limits of that treaty. Thus, is
it correct that only the United States must reduce those deployed systems to comply
with the treaty?

Secretary HAGEL. Under the New START Treaty, each Party retains the right to
determine for itself the structure and composition of its strategic forces within the
Treaty’s overall limits. Although the Russian Federation is below the deployed war-
head and deployed delivery vehicle limits as of March 1, 2013, it remains above the
limit of deployed and non-deployed launchers of intercontinental ballistic missiles
and submarine-launched ballistic missiles, and both deployed and non-deployed
heavy bombers. Under the terms of the New START Treaty, each Party has until
February 5, 2018, to meet the Treaty’s overall limits.

Mr. ROGERS. Chairman Turner wrote to you in early March to ask you whether
Russia was acting consistently with its arms control obligations to the U.S. At the
time, you wrote that the final report of the annual “Adherence to and Compliance
with Arms Control, Nonproliferation, and Disarmament Agreements and Commit-
ments” report was “in final coordination and forthcoming but has not yet reached
[your] desk for review.” Have you now reviewed this report? Can you now answer
the question?

General DEMPSEY. The report, which is submitted by the Secretary of State on
behalf of the President, is in final coordination. I respectfully defer to that forth-
coming official assessment.

Mr. ROGERS. When can the Congress expect to receive the plan called for by the
FY12 NDAA concerning the force structure of the U.S. nuclear force under the New
START treaty? How much funding is required in FY14 for force structure reductions
to implement the treaty?

General DEMPSEY. The FY14 President’s Budget maintains the current force
structure (14 SSBNs, 450 ICBMs, and 98 nuclear-capable heavy bombers). A deci-
sion on reductions in U.S. forces to meet the New START Treaty limits is expected
to be finalized before FY15 begins. This approach provides flexibility to tailor our
force structure to meet deterrence requirements while still enabling us to comply
with the treaty central limits by February 2018.

Mr. ROGERS. The March 2013 data declaration shows that for the third year since
entry-into-force of the New START treaty, the Russian Federation is already below
the deployed warhead and deployed delivery vehicle limits of that treaty. Thus, is
it correct that only the United States must reduce those deployed systems to comply
with the treaty?

General DEMPSEY. New START was created with a view to maintain flexibility by
allowing each Party to determine for itself how to structure its strategic nuclear
forces within the aggregate limits of the Treaty. The United States and Russia have
the freedom to determine how to meet the three central limits of the New START
Treaty by February 5, 2018, which is the end of the treaty’s seven-year reduction
period. As indicated by the March 2013 biannual data exchange, the United States
still maintains more strategic offensive arms than Russia in every category of de-
clared aggregate data. Yes, it is correct that only the United States must reduce its
deployed systems to comply with the treaty. Although the Russian Federation is
below the deployed warhead and deployed delivery vehicle limits, it still is above
the limit of deployed and non-deployed launchers of ICBMs and SLBMs, and de-
ployed and non-deployed heavy bombers.
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Mr. ROGERS. General Kehler, commander of U.S. Strategic Command, testified be-
fore the Senate Armed Services Committee last month that, “I am confident that
we can defend against a limited attack from Iran, although we are not in the most
optimum posture to do that today ... it doesn’t provide total defense today.” What
he was referring to was what the National Research Council described in its 2012
report as the basis of an East Coast missile defense site, “to provide the battle space
necessary for shoot-look-shoot of the entire country.”

Do you agree that the East Coast of the United States is not presently defended
from Iran with a shoot-look-shoot missile defense? What is the plan today to provide
that capability now that Phase IV of the EPAA has been terminated?

General DEMPSEY. We continue to look for ways to improve our missile defense
of the East Coast. As required by Section 227 of the National Defense Authorization
Act (NDAA) for Fiscal Year 2013, the Department of Defense will evaluate at least
three locations, including conducting environmental impact assessments, for a po-
tential additional Ground-Based Interceptor (GBI) site in the United States. At least
two of these sites will be on the East Coast. The Administration has not decided
to proceed with an additional site, but if that decision were made in the future, con-
ducting an environmental impact assessment for each potential site in advance
would shorten the timeline for construction.

Our homeland missile defense system today provides coverage for the United
States against possible North Korean and Iranian long-range ballistic missiles. The
Department recognizes the additional benefit of improving the efficiency of shot doc-
trine in order to better manage our limited inventory of GBIs in the face of an in-
creasing threat. A “shoot-look-shoot” capability would potentially allow the United
States to fire fewer interceptors per incoming missile. The Department is continuing
the development of the technologies and capabilities that could allow for modifica-
tions to the shot doctrine in the future, and we remain focused on pursuing the most
cost effective means to improve missile defense within the current resource con-
strained environment.

Mr. ROGERS. During his recent appearance before this committee, NORTHCOM
Commander Jacoby testified that, “What a third site gives me, whether it’s on the
East Coast or an alternate location, would be increased battle space. That means,
increased opportunity for me to engage threats from either Iran or North Korea.”
(emphasis added)

Do you agree with the Commander of NORTHCOM? Does a third site provide
more “battle space” for the defense of the homeland?

General DEMPSEY. Every military commander will tell you that more “battle
space” is better than less. It expands the commander’s available options and in-
creases the decision space to allow more time to determine the appropriate actions
to be taken. The Department is in the early stages of identifying candidate locations
for Environmental Impact Studies (EIS) for a third Ground Based Interceptor (GBI)
site as directed in the Fiscal Year 2013 National Defense Authorization Act. At least
two of the possible sites must be on the East Coast. The EIS would be part of the
process to evaluate the value and effectiveness of a potential third interceptor site
to the overall U.S. homeland defense.

Mr. ROGERS. The Guardian newspaper reported on Tuesday that the father of
Pakistan’s nuclear bomb, A.Q. Khan, admitted to traveling to North Korea repeat-
edly over several years. It is reported these trips involved him “handing over nu-
clear secrets in exchange for missile technology.” How has this and other coopera-
tion, ri)ncluding Iranian, Chinese and Russian, enhanced North Korea’s nuclear pro-
gram?

General DEMPSEY. [The information referred to is classified and retained in the
committee files.]

Mr. ROGERS. General Dempsey, on the matter of verifiability, STRATCOM Com-
mander Kehler recently responded to a letter from me stating that he has no reason
to disagree with the position of the Perry-Schlesinger Commission and former As-
sistant Secretary of State Rademaker that Russia is not in compliance with the
Presidential Nuclear Initiatives. Do you agree with them? Are the Russians in com-
pliance with the PNIs?

General DEMPSEY. Every military commander will tell you that more “battle
space” is better than less. It expands the commander’s available options and in-
creases the decision space to allow more time to determine the appropriate actions
to be taken. The Department is in the early stages of identifying candidate locations
for Environmental Impact Studies (EIS) for a third Ground Based Interceptor (GBI)
site as directed in the Fiscal Year 2013 National Defense Authorization Act. At least
two of the possible sites must be on the East Coast. The EIS will be part of the
process to evaluate the value and effectiveness of a potential third interceptor site
to the overall U.S. homeland defense.
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QUESTIONS SUBMITTED BY MR. JOHNSON

Mr. JOHNSON. Mr. Secretary, the inability of the Defense Department and Vet-
erans Administration to share the medical records of active and veteran service
members has become a national embarrassment. Millions of dollars have been spent
over the last decade with no meaningful results. The National Defense Authoriza-
tion Act of 2008 established the Interagency Program Office to act as the single
point of accountability for both departments to develop and implement coordinated
electronic health record systems and capabilities.

I understand that, in the last couple of weeks, the IPO conducted a series of tests
on integrating representative health data between the two systems in use. Have you
been briefed on the results of those tests and the progress they demonstrated in
identifying the best solution?

Secretary HAGEL. I have not yet been briefed significantly on the ongoing Inte-
grated Electronic Health Record GEHR) Increment 0 testing that is underway. I un-
derstand this is very early testing is intended to assess the proposed single sign-
on and context management capabilities only. Lessons learned from this testing will
be incorporated into follow-on efforts.

Mr. JOHNSON. Given the pending requests for potentially hundreds of millions of
dollars of Military Construction for Guantanamo, for only 166 people and for a facil-
ity that we want to close, at what point does the funding begin to fail the common
sense test?

Secretary HAGEL. The Department is currently in the process of assessing wheth-
er to repair or to replace certain facilities that have exceeded their anticipated serv-
ice life (in some cases by many years). DOD will abide by its obligations to keep
the Congress informed, consistent with current military construction authorities.
The projects being considered would replace deteriorating structures, consolidate fa-
cilities, gain efficiencies by reducing detainee movements, and provide quality of life
improvements for service members supporting the Joint Task Force mission.

Mr. JOHNSON. Are you in favor of closing the detention facility at Guantanamo
Bay?

Secretary HAGEL. The President’s goal is to cease detention operations at the de-
tention facilities at Naval Station Guantanamo Bay, Cuba. I fully support that goal.

Mr. JOHNSON. Are you aware of the human rights violations ongoing in Bahrain
and what more can the United States do, particularly given the 5th Fleet, to help
protect the people there and ensure stability, which surely is in both of our national
interests?

Secretary HAGEL. Yes, I am aware of the human rights violations that occurred
in Bahrain. I share your concerns regarding the stability of Bahrain’s government
and the challenges the Kingdom faces in addressing internal unrest. However, I am
optimistic that the Bahrain government is making some progress due to the restart
of the National Dialogue and the King’s appointment of the Crown Prince as the
Deputy Prime Minister. I am also certain that Saudi Arabia, Kuwait, and the
United Arab Emirates (UAE) will continue to play a productive role in encouraging
the dialogue to move forward.

The presence of U.S. Naval Forces Central Command (the Fifth Fleet) in Bahrain
increases the ability of the U.S. Government to influence the Government of Bah-
rain’s behavior regarding human rights by providing a means to reinforce U.S. con-
cerns directly with the Bahraini political, military, and security leadership. In addi-
tion, the Bahrain Independent Commission of Inquiry, in its report issued in No-
vember 2011, indicated that the Bahrain Defense Forces—with which the United
States has a relationship—were not implicated in any of the human rights abuses
that were described in the report.

Mr. JOHNSON. Do you believe you have the legal authority to transfer a sick de-
tainee to the continental United States?

Secretary HAGEL. No. There are a number of legal provisions that restrict the De-
partment of Defense (DOD) from transferring detainees from Guantanamo to the
United States. Section 1027 of the National Defense Authorization Act for Fiscal
Year 2013 (FY 2013 NDAA) prohibits the use of FY 2013 funds “to transfer, release,
or assist in the transfer or release” any detainee currently held at Guantanamo “to
or within the United States, its territories, or possessions.” Section 8109 of the DOD
Appropriations Act for FY 2013 contains a nearly identical provision. These provi-
sions do not contain exceptions.

Mr. JOHNSON. Are you aware of the human rights violations ongoing in Bahrain
and what more can the United States do, particularly given the 5th Fleet, to help
protect the people there and ensure stability, which surely is in both of our national
interests?
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General DEMPSEY. Yes, I am aware of the human rights violations that occurred
in Bahrain. I share your concerns regarding the stability of Bahrain’s government
and the challenges the Kingdom faces in addressing internal unrest. However, I am
optimistic that the Bahrain Government is making significant progress, due largely
to the start of the National Dialogue and the King’s appointment of the Crown
Prince as the Deputy Prime Minister. I am also certain that Saudi Arabia, Kuwait,
?nd UIEE will continue to play a productive role in encouraging the dialogue to move
orward.

The presence of U.S. Naval Forces Central Command (the Fifth Fleet) in Bahrain
increases the ability of the U.S. Government to influence the Government of Bah-
rain’s behavior regarding human rights by providing a means to interact directly
with the Bahraini political, military, and security leadership to reinforce U.S. efforts
in this regard. In addition, the Bahrain Independent Commission of Inquiry, in its
report issued in November 2011, indicated that the Bahrain Defense Forces—with
which we have a relationship—were not implicated in any of the human rights
abuses that were described in the report.

QUESTIONS SUBMITTED BY MR. BARBER

Mr. BARBER. Secretary Hagel, thank you for your time today, your service to our
country, and your candid testimony. I know you agree, that maintaining our com-
mitments to our allies is a paramount endeavor. As we re-balance defense and diplo-
matic funding to the Asia-Pacific region, it is important that we continue to send
a strong message of support to our allies in other regions. Israel is an important
ally and friend to the United States. In order to ensure regional stability and the
protection of Israel from harm, a robust, multi-layered air defense system must be
in place. The Iron Dome system has proven successful in defending Israel from the
onslaught of rockets and missiles targeting Israeli civilians. However, more can be
done. I believe we must continue to work to support Israel in this mission and pro-
vide them with the additional resources necessary to speed up the production of
these batteries. As the United States continues our long and proud commitment of
standing by our allies, what more can be done to support Israel and our other allies
in the Middle East? And would you agree that standing up another line of produc-
tion for the Iron Dome missile system would help Israel meet its defense goals?

Secretary HAGEL. As the President and I have said many times, the United
States’ commitment to Israel’s security is unshakeable. Both American and Israeli
officials agree that the defense relationship between the United States and Israel
has never been stronger, and we are in constant contact with Israel to understand
its defense requirements and ensure that it is able to defend itself in this changing
security environment.

As a testament to this, the President requested unprecedented levels of support
for Israel, even in the midst of a tough fiscal climate. This year the U.S. provided
Israel with $3.1 billion in Foreign Military Financing (FMF), and the Department
has worked with Congress to provide significant additional funding for Iron Dome
and other cooperative missile and rocket defense programs. To date, DOD trans-
ferred approximately $275 million for Iron Dome ($205 million in Fiscal Year 2011,
and $70 million in Fiscal Year 2012), and will soon transfer nearly $200 million in
additional Fiscal Year 2013 funding for Iron Dome. The extent of this funding was
determined through close consultations with the Israelis to ensure that their Iron
Dome funding requirements are met, and funding levels will continue to be deter-
mined in coordination with Israel and based upon its security needs. These discus-
sions include the consideration of current and future production needs.

Mr. BARBER. Secretary Hagel, first let me say I applaud your initiatives to reform
the Department’s acquisition process. I think we all agree the acquisition process
is overly complex leading to unnecessary inefficiencies. Second, I appreciate your
focus on maintaining critical capabilities in lieu of new acquisitions. In a fiscally
constrained environment, it makes sense to maximize our previous investments and
be good stewards of the tax payers’ money. For example, the budget mentioned
maintaining the C-130 for airlift capability rather than procuring a new, more ex-
pensive airplane. The budget also noted the Department will retain F-15 and F-
16 fighter aircraft. While we greatly anticipate the continued procurement and field-
ing of the F-35, the fact remains that the Air Force currently lacks the necessary
fleet of F—35s to replace the A—10. Yet, also within the budget, the Department con-
tinues with its plans to either shift to the Air Force Reserve, or retire, the A-10.
In my district, we have Davis-Monthan Air Force Base that is home to the 354th
Fighter Squadron, a squadron of A-10s. They just returned from Afghanistan this
week. Wouldn’t you agree that these pilots, and the A-10s that they fly, provide a
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critical close air support role not readily filled by another airframe? What measures
is the Department undertaking to ensure sufficient numbers of A-10s are kept mis-
sion ready and able to support our forward forces and combatant commanders?

Secretary HAGEL. The A-10 Thunderbolt II has served the country very well for
the past 30 years. Through two wars in Iraq, and for the last 12 years in Afghani-
stan, the A-10 has been operated by all of the components—the Active Duty, Guard,
and Reserve—and has been a significant battlefield force multiplier. The A-10 con-
tinues to undergo a series of airframe structural changes to ensure viability, has
completed precision engagement (integration of data links with a cockpit/avionics
suite upgrade), carries advanced targeting pods, and employs the latest in guided
weapons. The Air Force will continue to invest in the A-10 for the foreseeable fu-
ture, while still planning for the F-35 replacement process to fulfill future close air
support (CAS) needs. We continue to train A-10 pilots and our budget ensures that
the requisite number of A—10s necessary to support Combatant Commander require-
ments are available. Until we have sufficient numbers of F—35s, the Air Force in-
tends to keep the A—10 viable and combat-ready.

In short, the Air Force is ensuring A-10 availability, reliability, and maintain-
ability with procurement of enhanced wing assemblies, scheduled structural inspec-
tions, replacement of aging fuselage longerons, and operational equipment upgrades.
Combined, these efforts extend the A—10 service life to 14,000 hours. The A-10 will
be kept operationally viable through software suite development that enhances the
capabilities of its targeting pods and weapons upgrades. The Air Force is equipping
the A-10 with a Helmet Mounted Cueing System to satisfy an Air Force Central
Command (AFCENT) urgent operational need. These efforts will ensure our A-10s
are kept at a mission ready status and are able to support our forward forces and
Combatant Commanders. As the Air Force reallocates aircraft across the Total
Force, the A-10 will continue to provide CAS as it has for the last 30 years, regard-
less of component ownership.

Mr. BARBER. Secretary Hagel, I wanted to ask a question about TRICARE and
our beneficiaries in the Philippines. For years, the Department of Defense has said
there has been a problem of fraud by providers to TRICARE Management Activity
in that country. TMA has implemented a number of policies that has had the result
of reducing access to care, yet failing to combat fraud. At this time, TMA is four
months into a new demonstration project, and a constituent of mine has kept me
well informed on how it is proceeding. Mr. Secretary, I must say I am dismayed to
report that the demonstration program has seen many flaws and I am quite con-
cerned that beneficiaries are being limited to a number of providers, for example,
one authorized hospital in a city larger than New York City. Many have seen their
fees doubled or have had to pay up front for office visits. What is the Department’s
response to this situation? Can you please provide me a detailed report on the im-
plementation of TMA’s demonstration program since January 2013, how much fraud
DOD has found in TMA’s work with Philippine providers, and how this new dem-
onstration program is combating this fraud? Thank you for your timely consider-
ation to these questions.

Secretary HAGEL. (1) Providers have a choice to participate as approved providers,
which may result in an insufficient mix of primary and specialty providers. The
TRICARE Management Activity approved specialty waivers in designated dem-
onstration areas for beneficiaries to receive inpatient services at hospitals that are
approved providers for outpatient services only. As of May 2013, there are seven in-
stitutional providers and 122 professional providers delivering health care in des-
ignated demonstration areas for Phase I. Beneficiaries can still seek care from cer-
tified providers, professional and institutional, outside designated demonstration
areas. TRICARE reimburses health care costs based on the lesser of billed charges
or the Philippine fee schedule located online at: http://www.tricare.mil/CMAC/
ProcedurePricing/SearchResults.aspx.

To participate in the TRICARE Department of Defense Philippine Demonstration
Project, providers agreed to bill at the lesser of the billed charges or the Philippine
Foreign Fee Schedule. Approved providers have agreed to collect only the appro-
priate deductible and cost-shares from TRICARE Standard under the Demonstra-
tion Project. According to TRICARE policy, beneficiaries who use TRICARE Stand-
ard, whether they reside overseas or in the United States may be required to pay
their deductible and cost-shares up front when receiving medical services.

(2) In response to your request for a detailed report on the implementation of
TMA’s demonstration program, I have enclosed a document outlining the Philippine
Demonstration Project.

[The document can be found in the Appendix on page 102.]

(3) In 2008, the Department’s aggressive action resulted in seventeen individuals
convicted of defrauding the TRICARE program of more than $100 million. The De-
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partment’s health care antifraud initiatives have resulted in a cost avoidance of ap-
proximately $255 million from 2006 through the end of fiscal year 2011.

(4) To combat fraud under the Demonstration Project, the establishment of an ap-
proved provider network allows the Tricare Overseas Program (TOP) contractor to
screen out providers under prepayment review because of the providers’ historical
fraudulent claims activity before they become approved demonstration providers for
TRICARE. Approved providers must comply with the on-site verification, certifi-
cation, and credentialing requirements. The TOP contractor provides one-to-one edu-
cation to approved providers to ensure the approved providers understand how to
submit accurate claims. To date, there have been no identified fraudulent billing ac-
tivities under the demonstration project.

QUESTIONS SUBMITTED BY MR. CARSON

Mr. CARSON. Secretary Hagel, recently over 1,000 National Guard service mem-
bers from Indiana had their deployments cancelled at the last minute under the
auspices cost savings. This sort of off-ramping can be difficult on service members
and their families—especially when it comes to employment, housing and higher
education. I am interested in hearing more about what goes into these decisions,
both generally and in the Indiana case, especially in light of the fact that National
Guard units can be less expensive than active units in some cases. Can you describe
your considerations and how, under sequestration, the Department justifies making
these types of changes?

Secretary HAGEL. The Army made the decision to off-ramp in the case of the Indi-
ana National Guard units to save money. Mobilization of these units was estimated
to cost the Army $88M as opposed to using available active duty units that would
not require these additional costs.

The Service decision to alter the Indiana National Guard Units deployment is in
accordance with current Department policies. In cases where deployment changes
occur, the Services have policies in place to mitigate hardships on individual service
members. The diligent efforts of Indiana Army National Guard Leadership and
State Organizations, in conjunction with National Guard Bureau, the Department
of the Army, and the Office of the Secretary of Defense, mitigated numerous hard-
ship issues. These efforts include the re-missioning of interested Soldiers via the
Army’s Worldwide Individual Augmentation System, resume preparation courses,
available Employment Support of the Guard and Reserve (ESGR) employment medi-
ation services, employment counseling sessions, and a job fair hosted by the Indiana
National Guard.

Additionally, off-ramped Indiana Guardsmen were afforded the opportunity to ex-
tend their health care coverage through enrollment in Tri-Care Reserve Select
health insurance. Finally, the deadline to apply for Free Application for Federal Stu-
dent Aid (FAFSA) was extended so that all affected Indiana Guardsmen were able
to re-enroll in higher education programs.

The Reserve Component remains a full partner in the Total Force and will be em-
ployed along the full spectrum of required operations from the strategic reserve for
the Nation, and in an operational capacity as an integral part of our operational
Total Force as the Department shapes its military forces to implement the new de-
fense strategy and respond to the challenges of a new era.

Mr. CARSON. The President’s budget has laid out several steps to protect the in-
dustrial base, but as we all know the threat does not just rest on prime and major
subcontractors. The threat is most pronounced with our small business suppliers,
many of which have a small number of defense contracts and may not survive cut-
backs or cancellations. If sequestration continues unimpeded, what is your assess-
ment of its impact on our supplier base? What steps is DOD taking to minimize this
impact? And what costs, if any, do you believe we will incur in the wake of seques-
tration to rebuild our base of small business suppliers?

Secretary HAGEL. The amount of actual dollars obligated to small businesses in
FY 2013 is less than previous years at this point in time—and will remain so for
the rest of the fiscal year as a consequence of the delayed implementation of seques-
tration—but our improved achievement as a percentage of total obligations has thus
far helped to mitigate the impact to small businesses. Still, the fact remains that
reduced spending will result in reduced awards to small and large businesses alike.
Small businesses are much less capable of absorbing these cuts than large busi-
nesses.

Although sequestration potentially impacts every contract, it will not impact every
contract or business equally. The cuts will have a significant impact on service con-
tracts—an area where the competitive advantage gained through aggressive pricing,
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lower olverhead, and increased innovation has traditionally allowed small businesses
to excel.

Additionally, 60 to 70 percent of our contracted defense dollars are typically sub-
contracted, and many of our subcontractors are small businesses. The Department
recognizes that small businesses do not have the capital structures and liquidity
necessary to survive severe reductions in revenues, and that they rely on the prime
contractors to pay them what they are owed in a timely manner, which could be-
come more difficult during sequestration. For example, the Department has already
been forced to suspend our program for making accelerated payments to prime con-
tractors, which was intended to encourage the timely payment of their small busi-
ness subcontractors. However, we have been working toward improving our moni-
toring of prime contractors’ compliance with their approved small business subcon-
tracting plans and will reemphasize that sequestration has not affected their obliga-
tion to provide the maximum practicable opportunity to small businesses.

An additional source of impact on small business due to sequestration is the re-
duction in critical activities, such as outreach, match-making, and workforce train-
ing, that directly influence small business participation and procurement opportuni-
ties. Budget constraints have already caused the Office of Small Business Programs
to postpone its planned Small Business Training Week, during which our DOD
small business professionals have traditionally met in a central location to receive
annual training. These direct and indirect factors could combine to cause a dis-
proportionate impact on small businesses.

The DOD Component Acquisition Executives and I closely monitor all aspects of
small business performance, including impacts due to sequestration. We have taken
several steps to mitigate the impact of sequestration on small businesses, including
emphasis on increasing small business participation in specific services portfolios
and in procurements under the simplified acquisition threshold. As far as calcu-
lating the actual costs of rebuilding our base of small business suppliers, any such
estimates would be premature at this time as there is no way to accurately predict
how long sequestration will last or the extent to which it will adversely affect the
small business community. Primary responsibility for the health of most small busi-
ness firms in the supply chain rests with our first- and second-tier suppliers, who
in turn rely on market forces to ensure that critical suppliers remain in business.
The Department has taken an active role in working with private industry through
our Sector-by-Sector-Tier-by-Tier Evaluation Program to monitor the health of our
overall supply chain.

We will continue to monitor the impact of sequestration closely and, when appro-
priate, take mitigating actions as quickly as possible.

Mr. CARSON. What is your assessment of our military and diplomatic partnerships
with Pakistan? Do you believe that they have improved at all since tensions arose
following the raid on Osama bin Laden’s compound? And how do you believe our
relationship will change when we withdraw the last of our troops from Afghani-
stan—presumably leaving many Al Qaeda and other enemy combatants in the bor-
der regions between Afghanistan and Pakistan?

Secretary HAGEL. The May 2011 raid on Osama bin Ladin’s compound and its
aftermath underscored and accelerated tensions between the United States and
Pakistan. The cross-border incident at Salala in November 2011, and Pakistan’s
subsequent decision to close the Ground Lines of Communication (GLOC) to U.S.
and NATO/International Security Assistance Force (ISAF) cargo, marked a low
point in the U.S.-Pakistan bilateral relationship.

Since Pakistan re-opened the GLOC in July 2012, the United States and Pakistan
returned to previous levels of cooperation, in part by refocusing the bilateral rela-
tionship on core counter-terrorism issues and stability and security interests. The
Department works closely with Pakistan to rebalance our bilateral defense relation-
ship and refocus it on a narrow set of security objectives.

Pakistan has worked closely with the Department in bilateral defense meetings
resulting in both sides endorsing this shift. The United States agreed to pursue a
security relationship that prioritizes support for core capabilities: precision strike;
air mobility and combat search and rescue; survivability and counter IED; battle-
field communications; night vision; border security; and counter-narcotics and mari-
time security. Security assistance that supports these core capabilities—along with
Coalition Support Fund reimbursements for Pakistan’s counterterrorism/
counterinsurgency operations that support Operation Enduring Freedom—advances
U.S. interests by increasing Pakistani capacity to conduct operations against mili-
tant and terrorist networks in the Afghanistan/Pakistan border region.

More broadly, these engagements and security and security-related assistance ac-
tivities occur against a backdrop of increased Pakistani cooperation with the U.S.,
including the ground lines of communication (GLOC) opening, positive signs of sup-
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port for Afghan reconciliation, trilateral border cooperation with Afghanistan, and
ongoing counterterrorism operations. I believe that U.S. force reductions in Afghani-
stan will magnify the importance of Pakistani support for these efforts—under-
scoring the importance of sustaining our security- and security-related assistance for
Pakistan.

Mr. CARSON. General Dempsey, recently over 1,000 National Guard service mem-
bers from Indiana had their deployments cancelled at the last minute under the
auspices cost savings. This sort of off-ramping can be difficult on service members
and their families—especially when it comes to employment, housing and higher
education. I am interested in hearing more about what goes into these decisions,
both generally and in the Indiana case, especially in light of the fact that National
Guard units can be less expensive than active units in some cases. Can you describe
your considerations and how, under sequestration, the Department justifies making
these types of changes?

General DEMPSEY. On 20 March 2013, Headquarters Army published Execution
Order (EXORD) 104-13 affecting the programed sourcing solution for support to
Multinational Force and Observers (MFO) Sinai and Joint Task Force Horn of Afri-
ca (JTF HOA). This order changed the sourced forces from the 76th Infantry Bri-
gade Combat Team, Indiana Army National Guard, to active component Army
forces. This change was necessary due to budgetary constraints.

Forces affected consisted of 570 soldiers scheduled to deploy on 16 May 2013 sup-
porting JTF HOA and 459 soldiers scheduled to deploy on 18 July 2013 supporting
MFO Sinai.

All those involved in making these decisions understand the difficulties experi-
enced by our Guardsmen and Reservists when scheduled deployments are off-
ramped. In this case, the National Guard Bureau, Department of the Army and
Army Forces Command diligently worked to publish an amended de-mobilization
order on 28 March 2103 moving the planned off-ramp date to 21 April 2013. This
adjustment was meant to give our Guardsmen sufficient time to reverse any plans
they had made relating to the deployment.

In addressing the larger issue of how these decisions are made, it is true that re-
serve component forces can cost less than active component forces. The Indiana situ-
ation is an example of when this is not the case. Because the Army had uncommit-
ted active component forces that could accomplish the same missions, utilizing a Na-
tional Guard solution actually becomes an added expense. We would now be paying
for maintaining the uncommitted active forces and the mobilized Army National
Guard forces.

Mr. CARSON. What is your assessment of our military and diplomatic partnerships
with Pakistan? Do you believe that they have improved at all since tensions arose
following the raid on Osama bin Laden’s compound? And how do you believe our
relationship will change when we withdraw the last of our troops from Afghani-
stan—presumably leaving many Al Qaeda and other enemy combatants in the bor-
der regions between Afghanistan and Pakistan?

General DEMPSEY. As stated in my testimony, we are gradually rebuilding our re-
lationship with Pakistan from its low point following the trying events of 2011.
While we are unlikely to return to the aspirational strategic partnership we envi-
sioned in 2010, Pakistan has taken a number of positive steps in the past year to-
wards forging a more modest and sustainable relationship, most notably the signing
of a tripartite border document with Afghanistan to standardize border operations.
As we reduce our footprint in Afghanistan, we need to be mindful of Pakistan’s con-
cern that our drawdown will require close coordination with all regional partners
to ensure the region remains stable. We must acknowledge that a secure and stable
Pakistan is in our national interests and essential to the stability of the region as
a whole. The threat from militant groups in the tribal border regions and other vola-
tile areas is unlikely to diminish as ISAF forces withdraw, it is important that our
security assistance programs reflect our commitment to support Afghanistan and
Pakistan in this fight.

QUESTIONS SUBMITTED BY MR. NUGENT

Mr. NUGENT. General Dempsey, you warned this Congress and the President of
the effect sequestration would have on readiness. What would a budget request look
like that really did reset all your equipment, procure the replacement assets you re-
quire, and reinstate a training schedule that maintains the level of readiness our
troops deserve? What can you say to assure me, my wife, and all Blue Star parents,
that the Pentagon’s budget recommendation will provide our sons and daughters
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with all the equipment they need to fight and win wars—and then safely return
home?

General DEMPSEY. We do not yet know the cost of fixing the readiness of the force
following the sequester cuts to training in this fiscal year; therefore, these costs
were not included in the FY 2014 President’s Budget (PB14). PB14 does, however,
fund initiatives that seek to return to full-spectrum training and preparation for
missions beyond current operations in Afghanistan. The Department continues its
work to understand and quantify readiness activities as we seek to maximize our
preparedness for real-world missions.

QUESTIONS SUBMITTED BY MR. BRIDENSTINE

Mr. BRIDENSTINE. My philosophy is that a strong America results in a safer world
and that a weak America invites aggression.

My specific concern is about missile defense. We have seen this administration cut
$6 billion from missile defense over the last 4 years. During the campaign we heard
the President tell Russian President Medvedev the following:

This is my last election. After my election I will have more flexibility.

He was talking specifically about our missile defense capabilities. After the elec-
tion, he has quickly moved to restructure the SM-3 Block 2B missile interceptor
program. This would have provided defense against a long-range missile aimed at
our East Coast.

Now we see his budget. It includes a $600 million cut to missile defense. It also
includes significant cuts to Israel cooperative missile defense programs.

We have established a pattern of behavior in this administration that favors cut-
ting missile defense. Yet, North Korea is preparing a missile launch and Iran con-
tinues to develop missile capabilities. It’s surprising that your budget request con-
tinues to cut missile defense since weakness is provocative.

Secretary Hagel, is this weakness—the weakness of cutting missile defense in
your budget request—part of the President’s flexibility?

Secretary HAGEL. Russia was not a factor in the development of U.S. missile de-
fense budget decisions. The United States is committed to continuing to develop and
deploy missile defenses that are affordable and effective against projected threats,
consistent with the Ballistic Missile Defense Review (BMDR). The President is on
record as stating, and I agree, that the United States cannot accept limits on its
missile defense systems. The President made clear the need to ensure that U.S. mis-
sile defense systems are capable of defeating the growing threat faced from North
Korean and Iranian missiles. The budget also fully funds Israeli missile defense pro-
grams with $316 million requested for Israeli missile defense development and pro-
curement programs in FY 14. This includes the Arrow, David’s Sling, and Iron
Dome systems and represents a 216 percent increase from last year’s request.

Mr. BRIDENSTINE. Though you did not account for sequestration in your budget,
what is your estimate of the total number of Active Duty, Reserve, and National
Guard personnel that will have to be reduced if sequestration continues?

Secretary HAGEL. The Department is currently in the process of conducting a
Strategic Choices and Management Review (SCMR), which will examine the choices
that underlie defense strategy, posture, and investments, identify the opportunities
to more efficiently and effectively structure the department, and develop options to
deal with the wide range of future budgetary circumstances. The results of this re-
view are expected to provide the Department with a holistic set of strategic choices
to preserve and adapt the defense strategy—to include possible adjustments to mili-
tary personnel levels—if sequestration is not de-triggered.

Mr. BRIDENSTINE. I am concerned about your request for a BRAC round in 2015
despite the President saying he’s opposed to BRAC this past July. From my under-
standing, last year the Congress required the Department to complete an overseas
basing assessment. Shouldn’t this assessment be completed and delivered to Con-
gress before we authorize a BRAC?

Secretary HAGEL. An independent assessment of the Department of Defense’s
overseas basing of military forces, as required by section 347 of the National De-
fense Authorization Act for Fiscal Year 2012, was completed by the RAND Corpora-
tion on December 31, 2012. The Department delivered the assessment and Deputy
Secretary of Defense’s comments in response to the assessment to the Congressional
Defense Committees on April 18, 2013. Generally speaking, it is beneficial to under-
take reviews of overseas and domestic infrastructure in tandem, so each can inform
the other.
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Furthermore, the President did not say that he is opposed to BRAC, but instead
expressed a concern that the proposal at the time—a round in 2013—was too soon.
The President’s Budget requests a round in 2015, consistent with that premise.

Mr. BRIDENSTINE. I am concerned by the $600 million dollar cut to missile de-
fense, particularly given that North Korea is due to test launch a missile any day
now. Iran’s ballistic missile development is just as troubling. Given the restruc-
turing to SM-3 Block IIB, what is the plan for defending our homeland from long-
range ballistic missile attack from Iran? Shouldn’t we be re-investing the $600 mil-
ii{on cg)t in upgrading our long-range defense systems given what’s going on in North

orea?

Secretary HAGEL. Although the SM-3 IIB in Europe was planned to provide a ca-
pability against possible Iranian Intercontinental Ballistic Missiles (ICBMs), the
SM-3 IIB was not going to be ready until 2022 at the earliest, as a result of Con-
gressional reductions to the program and the effects of the Continuing Resolution.
Given the growth of the North Korean ICBM threat and the potential for Iran to
develop an ICBM, the Department requires a more responsive solution. Therefore,
DOD opted to deploy the 14 additional GBIs in Alaska by Fiscal Year 2017 and to
pursue the deployment of a second AN/TPY-2 radar to Japan as the fastest, most
cost-effective method of increasing U.S. homeland missile defense.

Other steps are also underway. The Department plans to deploy an additional In-
Flight Interceptor Communications System data terminal on the U.S. East Coast
and upgrade the Early Warning Radars at Clear, Alaska, and Cape Cod, Massachu-
setts, by 2017. Additionally, DOD will accelerate the command and control system’s
development and discrimination software to handle larger numbers of incoming bal-
listic missiles. These improvements in sensor coverage, command and control, and
interceptor reliability will have a significant impact on the expected performance of
the GMD system. I am confident that these steps will allow the United States to
n}llaintain an advantageous position relative to the Iranian and North Korean ICBM
threats.

Mr. BRIDENSTINE. Are you confident the $130 million requested for the Ground-
based Midcourse Defense system is adequate to support additional Ground-based In-
terceptor (GBI) deployments in Alaska?

Secretary HAGEL. For FY 2014, the Missile Defense Agency requested a total of
$135M in funding for the first year of a three year $224M Missile Field-1 Refurbish-
ment and Repair Project at Fort Greely, Alaska. The request is based on funding
required to construct a mechanical-electrical building, repair existing facilities and
upgrade/replace existing system support equipment. Work is planned to be com-
pleted on these activities in FY 2016, requiring $44M in FY 2015, and $45M in FY—
2016.

Mr. BRIDENSTINE. I am concerned about the cut to Israeli cooperative missile de-
fense programs. Please explain this large cut in funding, particularly in terms of
Arrow and Short Range Ballistic Missile Defense. Iranian ballistic missile develop-
ment is going strong. If that’s the case, how can you justify such large cuts to our
ally at this crucial time?

Secretary HAGEL. The United States continues to work with and support the
Israeli Government to ensure it is able to protect its population against ballistic
missile and rocket attacks. Accordingly, the President’s Budget requests $220 mil-
lion for Fiscal Year (FY) 2014 and $176 million for FY 2015 to fulfill the Adminis-
tration’s commitment to provide a total of $677 million in procurement funds from
FY 2012 through FY 2015 to the Government of Israel to purchase additional Iron
Dome short-range rocket defense systems. In addition, the President’s Budget re-
quests $96 million in FY 2014 for research, development, technology, and engineer-
ing funding for three U.S.-Israeli cooperative programs: the Arrow Weapon System,
the David’s Sling Weapon System, and the Arrow-3 Interceptor.

QUESTIONS SUBMITTED BY MRS. WALORSKI

Mrs. WALORSKI. General Dempsey, last year 16 Adjutants General requested
funding to modernize the aging HMMWYV fleet. In response, the Appropriations
Committee honored this request and provided $100M to begin a multi-year effort
to field new model HMMWYVs in Guard units across the country. $100M was even
included in the DOD Appropriations bill and CR that was recently signed. However,
the Army has indicated that they may use the money to recap existing HMMWVs
instead. What are your plans relative to this issue, and what priority do you attach
to it relative to your modernization programs?

General DEMPSEY. I fully support the Army’s plan to use $100 million to continue
the highly successful HMMWYV recapitalization program at Red River Army Depot,
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while concurrently divesting excess HMMWVs rather than restarting HMMWYV pro-
duction for the Army National Guard (ARNG). Army HMMWYV quantities currently
on hand exceed both current and projected Light Tactical Vehicles quantity require-
ments. Given the current fiscal constraints, it is more cost effective to recapitalize
existing equipment to meet near term readiness needs and Joint requirements rath-
er than procuring new, unneeded assets.

That said, we face an array of challenges and potential threats in a period of fiscal
uncertainty. As such, our modernization efforts remain a top priority for equipping
and sustaining a force that is globally responsive to meet the needs of Combatant
Commanders and our Joint interagency partners.

Mrs. WALORSKI. I recently visited NSWC Crane and witnessed the unique work
they are doing to detect and defeat missile threats. General Dempsey, we are all
waiting anxiously for what we understand is an imminent missile launch in North
Korea. We don’t know if that launch is a missile test or something more significant.
My question is, once that missile is launched, given flight times to targets in the
region, including Japan, South Korea and U.S. forces in Guam, how much time do
our forces have to make a decision to shoot it down? Who has authority to make
that decision today? Has a decision been made what we will do if a missile appears
to be headed to Japan or Guam? Will you know at launch if it has a nuclear war-
head on it?

General DEMPSEY. The timeline for engagement of a North Korean missile tar-
geting U.S. Forces in Guam, South Korea, or Japan, is measured in minutes. There-
fore, the Secretary of Defense delegated engagement authority for regional threats
to Commander, US Pacific Command and authorized him to further delegate as he
deems necessary. Ballistic Missile Defense assets are postured in the region to en-
gage the threat and will execute established procedures if a missile is projected to
impact a defended area in Japan, South Korea or Guam. It is unlikely that we will
know the type of warhead on a threat when it is launched.

O
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