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TODAY' S UNI TED STATES TRANSPORTATI ON COVVAND
( USTRANSCOW)

Today, Anerica and the international conmunity depend on
the US mlitary to performa w de range of warfighting,
peacekeepi ng, and humanitarian m ssions. No matter what the
m ssi on, whether at hone or abroad, this country’s Defense
Transportation System (DTS) enables it to quickly extend a *hand
of friendship” or “the fist of war” to any l|location on the
gl obe. The DTS, with its people, trucks, trains, aircraft,
shi ps, information systens, and infrastructure, provides the
United States (US) the npst responsive strategic nobility
capability the world has ever seen. It is USTRANSCOM s
responsibility to manage this strategic global nobility system

USTRANSCOM t akes a holistic approach to managi ng the DTS,
i.e., strategic transportation planning and nodal operations are
i nt erdependent|y managed. Wen the unified commands, services,
or other governnent agencies require strategic transportation
they need to make only one call: to USTRANSCOM

Because of USTRANSCOM s responsi veness and gl obal reach,
the command is in a constant state of activity. At every nonent
of every day, around the gl obe, USTRANSCOM s superb force of
soldiers, sailors, airmen, narines, coast guardsnen, and
civilians is acconplishing a wwde array of joint nobility
m ssions. For exanple, during an average week USTRANSCOM
operates 1,669 strategic air nmobility mssions transiting 52
countries, operates 22 mlitary ocean ports in 13 countries, and
has 20 chartered mlitary ships underway. Thirty-six additional
gover nment - owned and chartered vessels, |loaded with mlitary
cargo, are strategically prepositioned around the world,
significantly increasing the responsiveness of urgently needed
US military equi pment and supplies during tine of crisis.
USTRANSCOM does all of this as a total-force teamof active
duty, guard and reserve personnel, civilians, and conmerci al
partners, bringing the total synergy of US mlitary and
commercial transportation resources to bear in times of crisis,
wherever in the world they may be required.

The capability of Anerica’ s DIS is unparalleled in history.
Never before has such a ready and capable nobility system
exi sted in peacetinme. But “readiness” and “peacetine” are often
anbi guous ternms when used to describe today’s world environnent.
USTRANSCOM frequently finds itself operating at a near wartine
tenpo during peacetine. W are frequently called upon to surge
to a conbat operations tenpo without benefit of our full wartine
manni ng or activation of our agreenents with industry for their
surge capacities.



That said, even though USTRANSCOM is generally ready and
capabl e, there are a nunber of challenges i n USTRANSCOM s
critical personnel, infrastructure, and equi pnent underpi nni ngs
that concern nme now and, of even greater concern, challenges
that could inpair command capabilities in the future if we do
not set about to correct them soon.

As you | ook at USTRANSCOM t oday, many of the visible
features of the DTS are showcased daily around the world: the
ships, aircraft, trains, and people who nake day-to-day gl obal
nmobility for the Departnent of Defense (and others) a reality.
That said, many people are not aware of the wi de variety of
aggressive actions USTRANSCOM i s taki ng behind the scenes to
i nprove our transportation reliability and our gl obal
responsi veness to America s challenges. This statenent serves
as a “State of the Command” report and exam nes where we are,
where we are going, how we are getting there, and the chall enges
we face. Utimtely, this statement is intended to portray the
USTRANSCOM you see and know...as well as, the USTRANSCOM you may
not see everyday.



THE M SSI ON

USTRANSCOM s m ssion is to provide air, |land, and sea
transportation for the Departnent of Defense (DOD), both in tine
of peace and tinme of war. To acconplish this mssion, for day-
t o-day execution, we rely on USTRANSCOM s Conponent Comrands:
the Air Force’s Air Mbility Command (AMC); the Navy’'s Mlitary
Sealift Command (MSC); and the Arnmy's Mlitary Traffic
Managenent Command (MIMC). Relying on a blend of active and
reserve forces, civilian enployees, and conmercial industry, the
USTRANSCOM conponent commands provide nobility forces and assets
in a force structure conti nuum designed to be able to nmake a
seanl ess transition from peace to war

USTRANSCOM i s a |l eader in DOD s reengineering efforts. As
the first Secretary of Defense-designated “Reinvention
Commander-in-Chief (CINC),” with authority to enul ate | eading
edge business practices, USTRANSCOM is actively engaged in
finding conmerci al best business opportunities and inplenenting
those efficiencies for DOD. The comrand has pioneered DOD s
efforts to |l everage the strengths of US commercial industry to
significantly inprove the daily service of the DIS to al
custoners, contributing significantly to our ability to
guarantee wartine readi ness. The command has al so forned a
suppl y-chai n managenent partnership with the Defense Logistics
Agency (DLA), creating a new Strategic D stribution Managenent
Initiative (SDM) that prom ses to streaniine DOD' s entire
di stribution system

VWhile we are proud of the significant gains made in
peacetine efficiency, we remain focused on our primary
i nperative: wartinme readiness. Sinply put, the USTRANSCOM
wartime m ssion has three objectives:

1. Get the warfighter to the fight.

2. Sustain the warfighter during the fight.

3. Bring the warfighter hone after the fight is done.

Accordi ngly, nmy nunmber one m ssion at USTRANSCOM i s
strategic nobility support to the regional CINCs during crises.
That said, as our Nation’s policy and deci sion nakers ponder
changes to our National Security Strategy, they should al ways
keep in mnd that USTRANSCOM is only postured--froma force
structure perspective--as a one Major Theater War (MIW force
with a two MTWmnmi ssion and that the command is still evolving to
nmeet even that requirenent.

Today, it is our assessnment that we can neet the
requirenents of the first MTWw th noderate risk, but that there
are higher levels of risk associated with the second nearly
simul taneous MIW In fact, if the National Mlitary Strategy
were to evolve fromthe current two nearly sinultaneous MIV to
sonet hi ng consi dered | ess stressful -ene MW and one or nore




Smal | er Scal e Contingencies for exanple, assum ng no i nprovenent
to our current or projected posture, we would continue to
operate at an elevated risk. The June 2000 Gover nnent
Accounting Ofice (GAO report titled, “Mlitary Readiness: Air
Transport Capability Falls Short of Requirenents” (Code 702017)
(Final Report NSIAD- 00-135), highlighted the depth of the
problem This report stated, “DOD does not have sufficient
airlift and air refueling capability to nmeet the two maj or
theater war requirenents because many aircraft needed to carry
out wartine activities are not mssion ready.” The GAO
estimated that DOD is 29 percent short of being able to neet the
established mlitary airlift requirenent and nearly 19 percent
short of being able to neet the established air refueling
requirenent.

USTRANSCOM s approach to posturing (and inproving) itself
to be able to neet DOD s transportation m ssion today and
tomorrow requires flexibility and initiative, and is guided by
the follow ng four basic thenes:

e Thenme one: Maintaining readiness to performour gl obal

nmobi lity m ssion.

* Theme two: Continuing nodernization and upgrade of aging

equi pnent and i nfrastructure.

e Thenme three: |Inproving key processes in the DTS
e Thenme four: Investing in the care and quality of
USTRANSCOM s nost val uabl e resource -- its people.



THEME ONE: READI NESS

Regar dl ess of the above, no matter what US forces are
call ed upon to do around the world, the Anerican fighting
machi ne cannot neet its two critical warfighting capabilities
| abel ed “dom nant maneuver” and “focused | ogistics” w thout
USTRANSCOM forces in the vanguard. Recent exercises and
operations denonstrate the day-to-day peacetine readi ness and
capability of the DIS. That said, the grow ng inpact on our
day-to-day peacetinme airlift operation resulting fromthe
continuing challenges associated wwth the lowreliability rate
of our aging C5 fleet, coupled with continuing reductions in
overall strategic airlift flexibility as a result of the “one-
pl ane-for-two” swap of G 17s for retiring C 141s, adds fuel to a
grow ng list of additional concerns (not the |east of which our
assessnment that our “second of two MIW” capability is high
risk), and is a challenge begging a sol ution.

Recent Operations

USTRANSCOM s dai ly d obal CI NC-support m ssion, coupled
with DOD s Joint exercise program gives USTRANSCOM t he
opportunity to plan and execute regularly with the regional
CINCs and their Service conponent commands and staffs.
Additionally, it gives the command an opportunity to exercise
surge shi pping, prepositioned afloat stocks, mlitary air and
sea ports, air nobility crews and staffs, reserve conponent
forces, and the staff at USTRANSCOM Last year, USTRANSCOM
participated in 117 Joint exercises worldw de. These exerci ses
not only allow us to revalidate current capabilities, they also
allow us to test new capabilities, as well as to inprove the
processes we use to nove bul k DOD cargo within the worl dw de
transportati on networKk.

USTRANSCOM i s a “high tenpo” conmand. In fact, the
command’ s operational pace during peacetine—especially that of
our Air conponent--has increased dramatically since Operations
DESERT SHI ELD and DESERT STORM As an exanple, |et ne describe
USTRANSCOM s contributions to our nost noteworthy m ssion since
| last testified before this committee...that being our support
of conbat operations in the former Yugoslavia. Beginning in
February 1999, AMC tanker and airlift aircraft began our support
to the Air War over Serbia and subsequent operations by | eading
t he depl oynent of conbat and conbat support aircraft to Europe
in support of an increasing mlitary capability available to the
North Atlantic Treaty Organi zation (NATO in the theater. 1In
March of that sanme year, Operation ALLI ED FORCE began in
earnest, with an air canpaign that |asted 78 days... a canpaign
which ultimately required USTRANSCOM and its Conponent Conmands
to split their capabilities three ways to sinultaneously support



the three distinct nobility m ssions which energed through the
mul ti pl e phases of ALLI ED FORCE.

For exanple, at the conmmencenent of ALLIED FORCE,
USTRANSCOM s first m ssion was in support of the United States
Eur opean Conmand (USEUCOM and NATO strategi ¢ depl oynent of
conbat and conbat support aircraft to European bases. In this
phase, AMC air refueling aircraft established an air bridge
across the Atlantic to deploy conbat, conmbat support, and
airlift aircraft...with our airlift aircraft deploying
acconpanyi ng support personnel and equi pnment. Additionally, AMC
depl oyed an MW sized air refueling force...augnented by forces
generated through a Presidential Reserve Call-up of Guard and
Reserve Forces...to bases in Europe to support theater air
operations. MSC and MIMC si nmul t aneously began depl oyi ng
ammuni tion fromthe US, through European ports, onward to NATO
ai r bases.

As the air canpaign intensified, two new nm ssions evol ved
requi ring substantial USTRANSCOM support. The first occurred
when refugees streanmed across Kosovo's borders into Al bania and
Macedoni a. AMC supported NATO s relief efforts with mlitary
and comrercial contract airlift mssions to provi de energency
assi stance to refugees. The second additional m ssion was
depl oynent of Task Force Hawk fromthe continental United States
(CONUS) and Central European Bases into Albania. Al USTRANSCOM
conponents supported this effort with AMC providing airlift and
air refueling support, MIMC operating seaports in Italy and
Al bani a, and MSC providing sealift.

It was during this phase that the C 17 becane the
“wor khorse” airlifter of the canpaign by operating as both an
intertheater and intratheater airlifter, flying 430 m ssions
into Albania. The aircraft perforned superbly and offered the
conbat ant conmander a new capability with its |arge capacity and
ability to land and operate at very short, austere airfields.
Finally, as the air canpai gn ended, USTRANSCOM support ed
Operation JO NT GUARDI AN, the depl oynent of NATO peacekeepi ng
forces into Kosovo by air, land, and sea.

Support to ALLIED FORCE was a total force effort by
USTRANSCOM AMC tanker aircraft, placed under the operational
control of USEUCOM perfornmed nearly 7,000 air refueling
m ssions, greatly extending the range and “on-station tinme” of
US and allied conbat and conbat support aircraft. An additional
654 strategic air refueling m ssions were performed in support
of the various deploynents. AMC also flew 1,108 strategic
airlift mssions and contracted for an additional 66 conmerci al
airlift mssions in support of ALLIED FORCE.

Si mul t aneously, MIMC operated at two US seaports and ei ght
Eur opean seaports in support of the depl oynent and onward



novenent of unit equi pnent, supplies, and amunition. As NATO
air strikes began agai nst Serbia, MIMC began transshi pnent
operations at seaports closest to the strike area. The cargo
was transported in vessels nmanaged and directed by MIMC in
support of Task Force Eagl e and Task Force Shining Hope, the
mlitary and humanitarian prograns to aid Kosovar refugees.

The first big evidence of this support cane in the form of
the SS Gsprey, which arrived May 2 in Durres, Al bania. The
Gsprey’s arrival signaled a critical surface transportation
benchmark in the fielding and supply of Anmerican forces in
Al bani a.

The OGsprey, a MSC charter, carried 60 vehicles, or 11, 000-
square feet of Air Force cargo. It was |oaded by MIMC s 839'"
Transportation Battalion, Livorno, Italy and unl oaded in Durres
by MIMC s 840'" Transportation Battalion, lzmr, Turkey.

Unl oadi ng of the Osprey took place without incident. Wthin a
week, MIMC initiated regular ferry operations from Brindisi,
Italy, to Durres. For exanple, sone 35, 000-square feet of

equi pnent and supplies were noved into Al bania between May 7'M
and 11'".  After arriving at Brindisi by rail from Germany, the
freight was | oaded aboard an Adriatic Sea ferry--chartered by
MSC- - and shuttl ed northeast by east, fromBrindisi to Durres, in
four ferry runs.

A critical shift in surface transportati on support took
place with the cessation of hostilities, as MIMC shifted gears
and began to focus on the novenent of the Arny task force
assigned to perform peacekeepi ng duties in Kosovo.

In the initial entry, MIMC delivered three shipl oads of
conbat equi pnent fromthe 1st Infantry Division via
Thessal oni ki, Greece, on the northern Aegean Sea. The ship
cargoes included hundreds of conbat vehicles and scores of
shi pping containers with equi pnent to support the 7,000 soldiers
of Operation Joint Guardian.

Strategic sealift also played a key role in supporting the
conbat forces involved in Kosovo operations. MSC supported
ALLIED FORCE with 34 strategic sealift ships to include three
prepositioning ships. Additionally, MSC tankers carried nost of
the fuel products used in support of the operation, totaling
nore than 300 mllion gallons. MSC supported 29 strategic lift
novenent s, including novenent of US Arny conbat forces from
Brenmer haven, Germany to Thessal oni ki, G eece. Sealift carried
over 1.2 mllion sq. ft. of vehicles and equi pnent; 245, 280 sq.
ft. of ammunition; plus equipnment and supplies to assist the
nore than 400, 000 et hnic Al bani an Kosovo ref ugees.

Fol |l owi ng ALLI ED FORCE, USTRANSCOM supported a fairly
steady series of special “headline” mssions and humanitarian
depl oynments around the world. For exanple, AMC airlifted two



Federal Bureau of Investigation (FBI) teanms to Kosovo in July
and August of 1999 to assist in investigations of war crines.
In July 1999, an AMC C-141B aircraft, supported by two air
refueling tankers, airdropped nedical supplies over Antarctica
to aid an ill Anerican doctor. On 16 Cctober 1999, an AMC New
York Air National Guard (ANG ski-equipped LC-130 airlifted this
sanme physician from Anmundsen-Scott South Pol e Research Station
to McMurdo Naval Air Station on Antarctica s northern coast.
Only Air Force airlift aircraft and aircrews had the capability
to do this challenging and | engthy m ssion during the bitterly
cold Antarctic winter.

A world away, USTRANSCOM continued its support of those in
need foll ow ng a nmassi ve August 1999 earthquake in Turkey. To
aid Turkish recovery efforts, an AMC C-5 depl oyed 70 nenbers of
the Fairfax County Virginia Search and Rescue Teamto |stanbu
on a nonstop flight sustained by two air refuelings. Al in
all, AMC conpleted 20 airlift m ssions in support of Turkish
relief efforts. A subsequent Turkish earthquake in Novenber of
1999 cl ai ned over 400 |ives and injured over 3,000. AMC and
USTRANSCOM rel i ef efforts for this earthquake mrrored the
earlier efforts.

I n Septenber 1999, USTRANSCOM r esponded to anot her
eart hquake, this tinme in Taiwan. Again, AMC depl oyed a rescue
team from Fairfax County, Virginia and again, a C5 aircraft
depl oyed the teamdirect, nonstop to Taipei. This flight |asted
18 hours and required two air refuelings.

The year 2000 found USTRANSCOM supporting flood relief in
South Anmerica and East Africa. In Venezuela, USTRANSCOM fl ew
eleven C-17 and five G5 mssions, transporting 189 passengers
and over 527 short tons of food, water, blankets, water
purification systens, and other supplies. These m ssions hel ped
t he peopl e of Venezuel a recover froma devastating flood that
| eft al nost 400, 000 peopl e honel ess, 20,000 to 30,000 dead, and
destroyed 23,000 hones. In Mzanbique, a three-nonth relief
operation resulted in the formation of Joint Task Force Atl as
Response. During Atlas Response USTRANSCOM aircraft flew 596
sorties, carrying 1,172 passengers and 1,019 short tons of
relief supplies to aid the alnost 1 mllion people nade honel ess
by the rising floodwaters from Cycl one El ai ne.

In our own country, on 2 February 2000, AMC flew a nine-
person team and 160, 000 pounds of Navy search equi pnent to
California to assist in the recovery operations for Al aska
Airlines Flight 261 off the California coast.

This past sunmer saw the worst western wildfires in 50
years. USTRANSCOM and AMC flew 30 m ssions and depl oyed 3, 682
Arny and Marine passengers, and 206.7 short tons of equipnent to
battle the fires.



During this sanme tinme period, USTRANSCOM conpl eted the
first rotation of US forces supporting Task Force Falcon in
Kosovo via airlift and sealift. The redeploynent returned the
original participants to US and European bases and depl oyed
repl acenents fromUS bases to Kosovo. In April of 2000, AMC
fl ew over 130 Polish troops and 102.5 short tons of their
equi pnent into Kosovo, marking the first time Polish forces had
been transported aboard a US aircraft in support of NATO
requi renents. Also, for the first tinme, USEUCOM used trains to
transport peacekeepi ng troops and equi prment from Germany through
Bul gari a and Macedoni a into Kosovo. This rail-overland approach
saved seven days fromthe normal twelve-day sea-overl and net hod
previ ously used. USTRANSCOM al so supported the sixth rotation
of US forces to the International Stabilization Force in Bosnia
with strategic lift.

In Cctober of 2000, the Aeronedical Evacuation (AE) System
provi ded Strategic AE support to the 39 sailors injured during
the USS COLE Bonbing in the waters off of Yenen. The injured
sailors were returned to the United States during a two week
period utilizing strategic airlift coordi nated by the Theater
Pati ent Movenent Requirenents Center, |ocated in Ranstein
Germany and the d obal Patient Movenment Requirenents Center
which is |ocated at Scott Air Force Base (AFB)

Addi tional |y, USTRANSCOM and AMC rel ocated our Denton
Humani tari an Cargo receiving and shi ppi ng hub from Pope AFB,
North Carolina, to Charleston AFB, South Carolina, offering nore
direct access to strategic airlift and sealift to better support
this inportant program Uilizing mlitary airlift and sealift,
t he Denton program noved over 2.5 mllion pounds of humanitarian
cargo from 86 donors to 39 countries in the year 2000 al one.

The events just described are only a “snapshot” of the
m ssi ons USTRANSCOM perfornmed or participated in since
USCI NCTRANS | ast testified before this commttee. Though
sonetinmes small in scale, the FBI deploynents, Antarctic
ai rdrop/rescue, earthquake relief, floods relief, airline crash
recovery support, and wildfire support efforts denonstrate the
tremendous reach and responsi veness uni que to USTRANSCOM s
airlift forces. They are also representative of the nyriad of
tasks nobility forces nust be prepared to execute, nost often on
very short noti ce.

Several points are inportant to note in assessing these
events. For one, Anerica’'s nobility force is often as busy in
“peace” as it is in war. Even though responses to events such
as Hurricane Mtch are not as large or sustained as ALLIED
FORCE, such operations are conducted w thin peacetine nmanni ng
and materiel constraints. At the sane tinme, USTRANSCOM
continues support for Joint Chiefs of Staff and regi onal Cl NC
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sponsored exerci ses, ongoi ng operations such as NORTHERN and
SOUTHERN WATCH, and channel airlift m ssions worldw de. As a
result, the command’ s peacetine force structure nmust routinely
surge to wartine operational |levels. For aircrews alerted on
short notice to fly relief support to disaster areas, nove
fighter and bonber squadrons to Sout hwest Asia or Europe, or
repl ace deployed crews in noving channel cargo, the tenpo can be
very simlar to wartine. The nore frequently we do these

m ssions, the nore our people |look and feel as if they are on a
wartinme footing during peacetinme. The past few years have
brought one depl oynent after another, hence the observation that
USTRANSCOM i s often as busy in peace as in war.

Al'l the above aside, although USTRANSCOM i s heavily
commtted around the gl obe conducting a wide variety of critical
peacetinme m ssions, our ability to support the warfighter during
two nearly simultaneous MIW i s our paranount indicator of
command readi ness.

Readi ness: Air Mbility

Qur newest airlifter, the C17, continues to exceed
expectations. As of March 2001, the C 17 program has delivered
72 of 134 progranmmed aircraft, as we continue fielding the
operational wings at Charleston AFB, South Carolina and McChord
AFB, Washington, as well as the training squadron at Altus AFB,
Gkl ahoma.

The G- 17 is a trenendous success story. Wthout a doubt,
it has very efficiently and effectively assunmed its place as
AMC' s core airlifter as the C- 141 retirenent process continues.
The C-17's reliability, versatility, and |arge capacity give
conbat ant conmanders options they never previously had at their
di sposal

Unacceptably low G5 fleet m ssion capable (MC) rates
create a shortfall in nmeeting Mbility Requirenents Study 2005
(MRS-05) mandates. MRS-05 requires a G5 MC rate of 65 percent,
but in the past year, C5 fleet MC rates hovered at (and were
frequently bel ow) approximately 58 percent. Over the |ast two
years, AMC had to begin the unusual, but necessary, practice of
assigning two C-5s to its higher priority mssions to better
ensure the m ssions would be acconplished reliably and/or on
time. The net result is less aircraft available for tasking and
|l ess flexibility. But, given the current G5 fleet MCrate, we
believe this concept of operation reflects judicious nanagenent
of critical assets in support of an equally critical m ssion.

AMC' s air refueling force perfornmed superbly in ALLI ED
FORCE, and operationally is as ready as ever. That said, ALLIED
FORCE (the Air War over Serbia) revealed two significant
concerns. First, we discovered that our reserve conponent
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tanker units need the sanme kind of nmintenance spares kits as
our active duty units. Reserve conponent tankers are early

depl oyers during large air canpai gns and nust be just as self-
sustaining on arrival as our active units. Second, we
reval i dated our |ong held concern that AMC has a significant KC
135 crewto-aircraft ratio shortfall. The current ratios of
1.36:1 and 1.27:1 (AMC and Mobility Forces,
respectively)...inherited fromthe KC 135 s Cold War days... are
sinply inadequate to neet our post-Cold War contingency

requi renents. ALLIED FORCE required a ratio of 1.8:1 (only
slightly higher than that required for Desert Stormand simlar
contingencies since) and we expect that future air canpaigns
will likely require the sane. USTRANSCOM and the Air Force are
wor king to resolve both issues (spares kits and crew rati 0)

t hrough funding and force structure initiatives.

To further quantify the future requirenments of our forty-
year old KC- 135 force a Tanker Requirenments Study 2005 and an
Econom c Service Life Study were recently conpleted. The
results are just now being finalized and once conplete, wll
allow us to better determ ne the nost appropriate “way ahead”
for this still reliable, but rapidly aging fleet.

Even though this statenent highlights worrisonme gaps in
airlift capacity, low MC rates, insufficient crewto-aircraft
rati os, and shortfalls of spares kits, you can remain assured
that our aircrews and supporting ground crews are highly
notivated and extrenely capable. You may al so be assured that
we are working hard with both the Air Force and DOD to try to
find the funding required to resolve these significant air
mobility shortfalls for current and future requirenents.

Readi ness: Sealift

Thanks to investnents made in our surge sealift forces,
they are, today, nore efficient and better able to neet |ift
requi renents than ever before. That said, the recently rel eased
MRS- 05 study indicates that cargo delivery requirenents for two
MIVW have increased by one mllion tons relative to the
requi renents projected in our previous analytical guidance--
Ofice of the Secretary of Defense’s (0OSD) 1994 Mobility
Requi renents Study-Bottom Up Review Update (MRS BURU). Wth
this increased requirenent as a backdrop, USTRANSCOM i s working
hard to identify solutions while building on today’s successes.

Early access to comrercial shipping, conbined with
contai nerization of unit equipnent, significantly shortens the
time required to close forces for the counterattack phase of a
MI'Wtype operation. Additionally, a properly sized and
structured Voluntary Internodal Sealift Agreenent (VISA) program
is essential to providing tinmely access to comrercial shipping.
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Prograns to i nprove the Ready Reserve Force (RRF) managed by the
Department of Transportation’s Maritime Adm nistration ( MARAD)
have excelled at inproving readiness. The RRF today is a well -
mai nt ai ned and ready force of 72 inactive ships plus four ships
activated for prepositioning. As of Decenber 2000, the RRF had
conpleted 129 of 131 no-notice activations on tinme since Desert
Storm (a dramatic turn-around fromour disnmal Desert Storm
experience). MSC s surge ships -— Fast Sealift Ships (FSSs) and
Large Medi um Speed Rol |l -On/Rol | -Of ships (LMSRs) -- regularly
support joint exercises and their prepositioning ships provide

f orwar d- depl oyed conbat equi pnment and sustai nment supplies to

t he regi onal Cl NGCs.

Readi ness: Forward Presence

Anot her vital conponent of USTRANSCOM readi ness is forward
presence. Each transportation conponent command has forward
based units and depl oyed forces around the gl obe. MIMC operates
at seaports in Europe, Asia, the Mddle East, and in the Pacific
where MIMC personnel interact with allied governnents,
mlitaries, and |local authorities. These forward-based
activities allow instant access to seaports as well as to |ines
of conmuni cation radiating fromthose seaports. MSC s area
commands mai ntai n operational control of MSC ships that are
assigned to, or pass through, their areas of responsibility.
They include MSC Atlantic in Norfolk, Va.; MSC Pacific in San
Diego, Calif.; MSC Europe in Naples, Italy; MSC Far East in
Yokohama, Japan and MSC Central in Manama, Bahrain. These
commands not only serve as focal points for MSC custonmers in
their respective operating areas but are also direct links to
MSC shi ps for maintenance, |ogistics and other services.

AMC depends on a gl obal network of ready, capable en route
bases to support contingency and wartine depl oynents in support
of regional CINCs. It is absolutely inperative that we continue
to mai ntain adequate infrastructure at this declining group of
core bases to support sustained strategic airlift operations
during contingencies. Since 1993, mmjor overseas en route air
base | ocations declined 69 percent from39 to 12. O particular
interest are the changes associated with two specific forward
bases in Europe: Rhein Miin, Germany, and Rota, Spain.
USTRANSCOM presence at Rhein Main will end by 31 Decenber 2005.
United States Air Forces Europe has agreed to withdraw all US
forces fromRhein Main in exchange for a variety of key
construction projects at Ranstein and Spangdahl em Air Bases,
also in Germany. These projects do not add cargo or passenger
t hroughput capability to the theater but are intended only to
replace the capability |ost at Rhein Min.
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On the Iberian Peninsula, the Air Force left Torrejon Ar
Base, Spain, and has been working to obtain a |ike capability at
Rota Air Base, also in Spain. USTRANSCOM s air component, AMC,
nmust have at |east two capable en route air bases on the Iberian
Peni nsul a. |berian bases are key to supporting NATO as well as
to managi ng the easterly strategic airflow required in support
of potential areas of conflict in the mddle east. Qur Spanish
en route bases are also blessed with nore favorabl e weat her and
fewer air traffic control and overflight restrictions than our
ot her European “oases.”

Readi ness: Partnership with Guard and Reserves

The readi ness of USTRANSCOM rel ies very heavily on our
TOTAL FORCE partners in the National Guard and Reserve
conponents. USTRANSCOM nore than any other unified comuand,
relies on its reserve conponents for both peacetine
responsi veness and wartine capability. In every node--air,
| and, and sea— USTRANSCOM r eserve conponents provide a majority
of the command’s mlitary wartime capability. Since USTRANSCOM
cannot neet any significant requirenents w thout the imedi ate
participation of reserve forces, it is inperative that they are
adequately funded for training and noderni zati on.

USTRANSCOM s reserve forces are key to our peacetine
responsi veness, and the conmmand recei ves excellent support from
reserve volunteers. The Air Reserve Conmponent (ARC) flies over
44 percent of AMC and |ocal unit schedul ed peaceti ne m ssions.
These m ssions are acconplished both during schedul ed nonthly
Unit Training Assenbly periods, as well as during additional
volunteer flying training periods. To support these m ssions,
the aircrew nmust deconflict their flying commtnents with their
civilian responsibilities. Despite the high |evel of
volunteerism the Presidential Reserve Call-up (PRC) [fornerly
known as the Presidential Selective Reserve Call-up] is stil
essential for USTRANSCOMto be able to support any major
contingency. Kosovo provides the nost recent exanple where nmany
vol unt eers responded but the command still needed a PRC to
source approximately 3,300 additional personnel, nost of whom
were used to support the deployed air refueling force, since 57
percent of our capability now resides in the ARC

A decision to request a PRC is not a business as usual

proposition. It is an extraordinarily tough decision made only
with full knowl edge of the sacrifices it demands of our
reservists, their famlies, and their enployers. It cannot (and

must not) be taken lightly or used too often.
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Readi ness: Partnerships Wth I ndustry

The readi ness of the DTS al so depends on tinely access to
mlitarily useful commercial transportation. USTRANSCOM s
superb relationship with the US commercial transportation
industry allows DOD to | everage significant capacity in wartine
w t hout the added peacetinme cost of sustaining conparable |evels
of organic capability. To ensure tinely and efficient access to
comerci al capacity, the command has several agreenents wth
i ndustry.

For wartinme airlift capacity, the Gvil Reserve Airlift
Fl eet (CRAF) provides 93 percent of DTS international passenger
capacity, 98 percent of DTS strategic aeronedi cal evacuation
and 41 percent of DTS international |ong-range air cargo
capacity. It would cost the American taxpayer over $50 billion
to procure and $1-3 billion annually to own and operate this
capability as part of the US mlitary airlift fleet. Instead,

t he CRAF program guar ant ees peacetinme business to participating
airlines in exchange for their pledge to provide specified
capacities in wartine.

Based on the above logic, it is inperative that USTRANSCOM
do its best to ensure the CRAF program continues as the success
story it has grown to be. Qur CRAF partners voluntarily support
an unpredi ctable wartine requirenent and, in exchange, deserve
as predictable a safeguard of their capital investnents as
possible. In this respect, Aviation War Ri sk Insurance is vital
to assure our CRAF carriers that they can recover from
significant | oss or damage in support of DOD. The recent
practice of passing one-year re-authorizations strains the
mut ual conm t nent between DOD and our CRAF partners and is a
di sincentive to those in, or contenplating joining, the program
USTRANSCOM ful |y supports recent congressional efforts to enact
Avi ation War Ri sk Insurance |egislation in a four-year increnent
and woul d encourage simlar treatnment for the Defense Production
Act, another CRAF-rel ated statute.

For sealift we rely upon the comercial US Flag Fleet to
nove over 80 percent of sustainnent cargo during wartime. The
sealift conpanion to CRAF is the Voluntary Internodal Sealift
Agreement (VISA). Recently inplenmented in concert with MARAD
and the US maritinme industry, VISA provides DOD wartime access
to sealift capacity and internodal infrastructure in return for
peaceti ne business preference. Wen needed, VISA is activated
in three stages of increasing |levels of commtnent.
| mpl enentation of this program after several years of
negotiations, is a major acconplishnent for USTRANSCOM DCOD now
has much qui cker and far nore effective access to US flag fl eet
capacities during both contingencies and war.
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Athird formal agreenment with industry in support of DOD is
the Maritinme Security Program (MSP). MSP provides an
under pi nning for VISA by hel ping to guarantee the continued
presence of a healthy US flag comrercial fleet operating in
i nternational conmerce, and available to provide sustai nnment
sealift capability in tinme of war or national energency. |In
return for MSP financial assistance, participating carriers
commt vessels and other transportation resources for DOD use in
the event of contingencies. These vessels also provide
enpl oynent to a nunber of the US merchant mariners needed to
operate RRF, surge, and commercial shipping during wartine.

Al t hough we are confident MSP continues to ensure the

avai lability of near-term manning of US flag sealift capacity,
it has not stopped the disturbing decline in the US popul ation
of qualified civilian mariners. It is essential that we
continue to nonitor this donmestic maritime workforce and, as
necessary, take whatever protective neasures mght be required
to maintain the nunbers we will need in tinme of crisis. In
addition to MSP, bilateral shipping agreenents with allied
nations are also established to increase surge sealift
capability in tinme of war.

Al'l the above aside, USTRANSCOM s partnership with industry
extends far beyond the formal contractual arrangenents just
outlined. 1In fact, the command interacts daily with the
comercial sector in support of DOD custoners. Comercial air
and sea carriers carry tons of DOD cargo and thousands of DOD
passengers annual |y, from schedul ed channel air cargo and
passenger novenents to containerized cargo aboard ships destined
for exercises, sustainnment activities, and conm ssaries. Al nost
70 percent of schedul ed DOD passengers were carried by the
commercial sector in 2000 and al nost 40 percent of schedul ed air
cargo noved by conmmercial carrier.

It is inperative that USTRANSCOM continue to foster
partnerships with industry and remain sensitive to the business
envi ronnment in which our comrercial partners operate. The US
transportation industry is vital to national defense and
USTRANSCOM strongly supports | aws such as the Jones Act, the
Cargo Preference Acts of 1904 and 1954, and the Fly Anerica Act
that contribute to the health of those industries and our
accessibility to them

Readi ness: Antiterrorismand Force Protection (AT/FP)
DTS transportation assets and informati on systens are
vul nerable to a variety of threats worl dw de that could dimnish
readi ness in peace and war. The increased attenpts by rogue
el ements to acquire mssile technol ogy, as well as weapons of
mass destruction, threaten every elenent of the DIS. The
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threats to transportation i nformati on nanagenent systens grow as
well, not just frompotential enem es abroad but also from
attacks at hone.

Man Portable Air Defense Systens (MANPADS) are the npst
serious threat to our large, predictable, and slow flying air
nmobility aircraft. These systens are |lethal, affordable, easy
to use, and difficult to track and counter. According to a 1997
Cl A Report, MANPADS have proliferated worl dw de, accounting for
over 400 casualties in 27 incidents involving civil aircraft
over the previous 19 years. This proliferation has forced air
nobility planners to frequently select | ess than optinmal m ssion
routes due to | ack of defensive systens on airlift aircraft.

I ncreasi ng nunbers of potential adversaries have devel oped,
or are devel opi ng, sophisticated air defense systens. During
ALLI ED FORCE, concerns about the Yugoslav air defense system
especially nobile |aunchers and MANPADS, forced airlift planners
to frequently use less efficient routings. To counter such
threats, AMC and the Air Force are developing a Large Aircraft
I nfrared Counterneasures (LAIRCM systemto protect nobility
aircraft.

Qur merchant ships that carry |large vol unes of high val ue
DOD cargo during contingencies are also vulnerable to attack--in
port, at anchorage, and in transit through di sputed waterways
and choke-points worldwi de. Since they may operate independent
of naval escorts, we are review ng options to ensure protection
froma grow ng nunber of asymmetric threats, including piracy
and terrorism Due to the relatively small size of the crews
aboard our merchant ships, technol ogy nust be the force
mul tiplier that gives themthe capability to detect, identify,
and deter threats. MSC is devel oping a ship defensive system
that will use thermal imaging and intrusion detection devices to
hel p protect nerchant shipping utilized by DOD.

Chem cal or biol ogi cal weapon attacks on en route or
arrival airfields or seaports during deploynents could
significantly reduce throughput, slow ng the depl oynent of
conbat forces. Even though our mlitary aircraft and ships are
prepared to operate in contam nated environnents, our CRAF and
VI SA commercial carriers are not obligated to proceed into such
areas. Gven today’ s increased threat, we nust provide
reasonabl e protection for our comrercial crews who, despite al
precautions, could be exposed to contam nation while supporting
depl oynments. Additionally, AMC is devel oping and testing a
procedure designed to protect comrercial aircraft and personnel
by rel oading cargo fromcomercial aircraft onto mlitary
aircraft. This procedure will allow AMC to keep commerci al
aircraft flying into protected areas and to conti nue cargo
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novenment into high-risk areas. This will hopefully ensure an
uni nterrupted fl ow of personnel and cargo into a theater.

Signi ficant progress has been nmade in inproving the
protection posture of nerchant nmariners. Five of six Maritine
Uni on School s have been certified to teach chem cal, biol ogical,
and radi ol ogi cal (CBR) defense courses and three of seven
mariti me academ es are preparing to teach MSC sponsored CBR
def ense courses. Today, all FSSs, LMSRs, and prepositioning
shi ps are CBR defense equi pped and MSC recently received funding
to begin purchasi ng CBR def ense equi pnent for inactive RRF
ships. As of Cctober 2000, $987,000 has been obligated to fully
outfit 36 RRF vessels.

Progress is also being made in providing protection for
CRAF aircrews. AMC stores and naintains protective clothing and
equi pnent for issue to civilian aircrews prior to their entry
into potentially hazardous areas. This equipnment is currently
stored in a central location for inventory and repl eni shnent
reasons and stands ready for imedi ate issue.

Readi ness: Strategic Brigade A rdrop

| mproved capability to mount a strategic brigade airdrop
(SBA) of Arnmy airborne forces is an inportant AMC readi ness
initiative. The G 17, as the C141B s repl acenent for SBA was
initially unable to neet the Arnmy’s 30 m nute SBA standard.
Today, after working with the Arny on both the C 17 s hardware
and procedures associated with SBA, AMC is now able to conduct
an SBA within 28 mnutes using a mx of C17 and C 141B
aircraft. By the time our C 141Bs have retired, we will have
installed a Dual Row Airdrop Systemin the C17 fleet, allow ng
our C-17s to drop twi ce as nuch cargo per aircraft, thereby
decreasing the nunber of aircraft required for a C17 only SBA
and keeping formation “pass tine” within the Arny’s tine
standard. .. anot her AMJ Arny “good news” story.

Readi ness: Joint Logistics Over The Shore

| continue to be concerned about the readi ness of our Joint
Logi stics Over The Shore (JLOTS) capabilities...prinmarily due to
the decline in CI NC sponsored JLOTS exercises. Mny areas of
the world, where we mght be required to deploy, |ack the kind
of fixed port infrastructure required to offload the |arge ships
that nmove the bul k of our |and conbat forces and sustai nnent
cargo. JLOTS is a joint Navy and Arny operation that utilizes a
variety of landing craft, floating causeways and cranes, tug
boats, and specially trained personnel to offload ships at sea
and nove cargo ashore w thout benefit of accessible or suitable
ports. That said, to be able to inplenent this capability in a
timely manner, it nust be exercised regularly and realistically.
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Si nce 1998, USTRANSCOM has been able to execute limted
JLOTS exercises. Four of the l|ast five schedul ed exercises were
cancel l ed due to real -worl d operations, funding shortfalls,
operations tenpo (optenpo)/personnel tenpo (perstenpo) concerns,
and host nation/local political issues. Robust, realistic
exerci ses nust be conducted regularly if a ready, reliable
capability is to be sustained. JLOTS exercises are tine
consunmng and difficult to sinmulate. Personnel and equi pnent
must be put offshore, in the surf, and on the shore to maintain
proficiency. The planning between maritinme units responsible
for JLOTS and conbat ant command staffs that enpl oy JLOTS
operations is invaluable. As the designated DOD proponent for
JLOTS, USTRANSCOM wi || continue to encourage the regional ClINCs
to include JLOTS scenarios in their overall exercise prograns,
as well as to assist themin programm ng and pl anning future
such exerci ses.
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THEME TWO.  MODERNI ZATI ON

USTRANSCOM s noderni zation efforts are focused on being
able to fully neet this nation’s strategic nobility
requi renents, across the spectrum of operations, while
si mul t aneously reducing risk, ensuring future readi ness, and
providing a framework for neeting future MRS-05 requirenents.
Conti nued acquisition of the C 17, upgrade of our C5 and KC- 135
fleets, standardization and nodernization of our C 130 fleet,
conpl etion of existing sealift prograns, inprovenents to the
networ k of bases which conprise our global transportation
infrastructure, and upgrades to the trenmendous capability
enhancers inherent in our transportation information systens
capability, are all key pillars of our conprehensive
noder ni zati on program Additionally, we are |ooking well ahead
to identify, develop, and program projects for the inevitable
future recapitalization of aging air nobility and sealift
systens, as well as our global transportation infrastructure.

Moder ni zation: Air Mbility

This country’s nunber one Defense Transportation challenge
(read: “shortfall”) is with its strategic airlift fleet..a
significant gap in our ability to neet the needs of DOD agencies
(and specifically the needs of the regional warfighting ClNCs)
around the globe...due to a sinple shortage in the nunber of
airlifters available coupled with significant maintenance
chal | enges associated with our fleet of G5 airlifters.
Consequent |y, USTRANSCOM s nunber one noderni zation goal is to,
once and for all, conplete the “fix” to our strategic airlift
fleet. As suggested, one key to our airlift nodernization
requirenent is a significant reliability enhancenent and re-
engining to AMCs C5 fleet. The C5 fleet represents 50
percent of this nation’s organic airlift capability and carries
approxi mately 50 percent of our wartine outsize and oversize
cargo. There is no other aircraft in the world that can do what
the G5 does for Anmerica. Unfortunately, over this past year,
MC rates for C-5s have averaged approxinmately 58 percent, well
bel ow our wartime requirenent. Only two projects are required
to make the G5 “well”: an Avionics Mdernization Program (AMP)
and a Reliability Enhancenent and Re-engi ni ng Program ( RERP).
The AMP is designed to replace all the high failure and
unsupportabl e avionics and flight control systens on the entire
126 aircraft C5 fleet and make the C-5 conpatible with
i nternational standards required for flight today and tonorrow s
increasingly restrictive Aobal Ar Traffic Managenent (GATM
airspace. RERP will replace engines and pyl ons, and upgrade
aircraft skin and frane, |anding gear, pressurization, and
auxiliary power units...the C5 s nost unreliable systens. A
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nunber of i ndependent studies have shown that C 5 nodernization
efforts could inprove the G5 MC rate to 75 percent (or higher)
by 2014, as well as extend the aircraft’s service |life past
2040, while sinmultaneously reducing our cost of ownership by
over $11 billion in Life Cycle Costs.

At the request of the OSD, AMC has conpleted an Qutsize and
Oversize Analysis of Alternatives, focused on the increased MRS-
05 airlift requirement, that defines needs, options, and costs,
and using those inputs, recommends solutions. To neet this
nation’s peacetinme and wartinme outsize and oversi ze
requirenents, results of that analysis recommend an
operationally effective, best value m x of RERPed C-5s and new
purchase C-17 aircraft. W agree conpletely with that anal ysis.
Anerica cannot afford to lose the C5 fleet’s organic capability
or allowit to continue to atrophy. Wthout it, sinply put, the
cost and risk associated with neeting our wartine requirenents
woul d be unaccept abl e.

In fact, it was USTRANSCOM s inability to neet our
war fi ghting oversize and outsize airlift cargo requirenment which
led to the decision to significantly nodernize the Air Force's
strategic airlift fleet through the acquisition of the C 17
aircraft. That said, even with the currently approved C 17
“mul ti-year procurenent” program we will still fal
approximately 10 percent short of being able to neet even the
our operational war plans. Conplicating matters even nore, the
ongoing retirenent of our C 141 fleet (Active Duty by FYO3 and
Guard/ Reserve by FY06) is rapidly putting Air Mbility Command
in a position, based on a sinple shortage of airfranes, where
with increasing frequency, it is losing the flexibility to
reliably and efficiently nmeet the country’s peacetine
requi renents. Sinply put, the authorized C 17 fleet of 134
programmed aircraft cannot and will not offer the sane
flexibility as did the 256 aircraft C141B fleet it is
replacing. Based on the current program USTRANSCOM sinply w ||
not have as many aircraft “tonorrow to neet its constantly
i ncreasi ng peacetine requirenent, as it did “yesterday.”

Bottomline: this nation’ s nunber one DTS “shortfall” is
its ailing and nunerically inadequate strategic airlift fleet.
The sinple solution to this challenge is at hand: W nust get
on with nodernizing our G5 fleet (AMP and RERP) and we nust
continue the CG-17 acquisition program-up to the requirenent
specified in the recently released Mbility Requirenents Study -
2005 (MRS-05). Wthout a doubt, fixing Strategic Airlift is our
nunber one DTS i nperati ve.

The ongoi ng noderni zation of the Air Force’'s 546 KC-135 air
refueling tankers involves two primary prograns: The first, an
ongoi ng avi oni cs noderni zati on program cal | ed Pacer CRAG
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(Conpass, Radar, and d obal Positioning System) wll be

conpl eted by 2003. Besides inproving the aircraft’s operational
capability, Pacer CRAG reduces required aircrew nmenbers from
four to three and significantly reduces nmai ntenance costs. The
second program proposes nodifying 45 KC-135s to a MultiPoint Air
Ref uel i ng System configuration, purchasing 33 MultiPoint kits by
2007. Unlike Air Force aircraft, Navy, Marine and many allied
aircraft require drogue nozzles for air refueling;, yet only our
KC-10 tankers currently have the ability to perform boom
refueling and drogue refueling on the sane sortie. KC 135s nust
currently land and be re-configured with a drogue adapter system
for drogue air refueling mssions. A MiltiPoint capability on
33 aircraft will significantly increase our ability to provide
air refueling to our sister services, as well as to our allies.

The G130 fleet consists of 700 aircraft conposed of 15
different nodels and 20 variations. There are 514 basic conbat
delivery C 130s and USTRANSCOM owns 346 of them Wthin
USTRANSCOM the C- 130 serves two prinmary purposes: power
projection and intratheater support of deployed forces.

There are several challenges facing the G130 fleet. The
average active duty aircraft is 28 years old. Several of these
aircraft will reach the end of their service |life as early as
2002, and ol der onboard equi pnment across the remai nder of the
fleet is rapidly becom ng obsol ete and cost prohibitive to
mai ntain. Three years ago, an AMC Tiger Team studied the
probl em and reconmended replacing the ol dest C 130 nodels with
new C-130Js and nodifying those with the | ongest remaining
service life to a common C- 130X confi guration.

The Air Force plans to purchase approxi mately 150 conbat
delivery C-130Js, retire an equival ent nunber of C-130Es, and
nodi fy the remaining 397 C130E/H nodel aircraft to the standard
“X’ configuration. As with the KC 135 Pacer CRAG program
descri bed above, the core of the C 130X programis a total
cockpit Avionics Mdernization Program (AMP). Wile we're at
it, AWP will incorporate the requirenents of the GATM
environnment, to include required upgrades to conmunicati ons,
navi gation, and surveillance systens. The C- 130 AMP is currently
in source selection and the contract is expected to be signed in
spring 2001.

USTRANSCOM s nunber one force protection concernis with
the vulnerability of its large, slowflying aircraft to the
“terrorist” world s increasing shoulder-fired surface-to-air
m ssile (MANPAD) capability. Consequently, high on our priority
list is fielding of a Large Aircraft Infrared Counterneasures
(LAIRCM system which can counter that threat. The cost of this
program wth an ultimte objective of equipping all “at risk”
nmobility aircraft, is substantial, but we feel the cost of
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losing a large airlifter, an aircrew, or its critical passengers
and/or cargo is significantly greater. Currently, funding is
approved in FY 2001 for research, devel opnent, test and
evaluation, and installation of LAIRCMon 20 aircraft (twelve G
17s and eight C130s). Additional funding and options for
additional installations will be coordinated in future Air Force
Budget subm ssi ons.

To operate in the increasingly crowded international
ai rspace environnent, AMC is comitting nore than $6 billion to
noder ni ze the communi cations, navigation, and surveill ance
systens of its air nobility fleet. As suggested, a nodern and
capable d obal Air Traffic Managenent (GATM suite is essentia
for access to the optimal but increasingly congested flight
routes through which we are required to operate. To prevent
backl ogs, air traffic controllers nust put nore aircraft in the
sanme airspace. In order to conply with international agreenents
related to safety, traffic separation, and comuni cati on, and
for AMC aircraft to continue to be allowed access to this
i ncreasi ngly congested control |l ed airspace, we nust keep pace
wi th the GATM requirenent.

Moder ni zation: Sealift

Sealift nodernization is a good news story. Qur sealift
capability meets three critical requirenents: prepositioned
equi pnent and supplies afloat for i medi ate response, surge for
rapi d power projection, and sustainment for support of
protracted operations. Thanks to the conmtnments of the Navy
and MARAD, our sealift force--including surge, RRF, and
prepositioning-—is nore capable and ready today than it has ever
been. By 2002, when our last LMSR is delivered, we will, at
|l ong last, neet the sealift requirenents specified in the 1994
MRS BURU. That said, we do know that the total sealift
requi renent grew somewhat in the recently conpleted MRS-05

study. As well, our continuing concern with the shortage of
heavy lift vessels required to deliver smaller floating craft
has still not been resolved. W w |l be addressing solutions to

these two issues in the nonths to cone.

O 19 LMSR ships originally programred, 18 have been
| aunched and 15 delivered. The |latest, naned after Medal of
Honor recipient Private First C ass Ral ph E. Poneroy, was
| aunched 19 March 2001. Recently, a decision was nade to nake
nodi fications to an existing LMSR, to use it to conplete the
Marine Corps’ Maritinme Prepositioning Force-Enhanced ( MPF-E)
program and to build a 20th LMSR to conplete the Arny’s
prepositioning program This win-win solution further enhances
our sealift forces by adding capacity to the original MF-E
program and giving the Arny a new LMSR to neet its requirenents.
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MARAD continues to inprove the RRF. Recently, it
reconfigured several existing ships to provide additional deck
space and nodified existing spaces to increase overall capacity.
As good as it is today, the current force is aging and wll,
over time, becone nore costly and difficult to naintain.
Recapitalization of the sealift capacity provided by the RRF
w Il eventually be necessary and we nust plan and program
accordingly to avoid having sealift capability decline again to
its woeful pre-DESERT STORM condition. Therefore, |
whol eheartedly urge that we continue the funding, vigilance, and
vision that sustain current |levels of sealift readiness and
capacity for the long term Simlarly, funding and vigilance to
sustain the readi ness of MSC s surge forces, the FSSs and LMSRs,
must remain a priority in order to preserve these vital front-
| i ne depl oynent assets.

Moder ni zation: Infrastructure and Enablers

Modern infrastructure, in CONUS and overseas, is critical
to rapid and/or tinely and efficient strategic deploynment. CQur
donestic infrastructure of aerial ports, sea ports, rail heads,
and connecting highway and rail arteries are the “launch
pl atforns” we use for our strategic deploynents. As a
predom nantly CONUS-based force, these “launch platforns” nean
nore to us today than ever before. Overseas, our en route air
nobility bases and seaports remain key to noving forces into a
t heater of operations. |In the wake of the Cold War, our CONUS
and overseas nobility infrastructure has been stressed in two
fundamental ways: first, we have fewer overseas bases through
whi ch we can operate, and second, an increased (and increasing)
depl oynment optenpo is stressing that fewer nunber of bases in
ways they have never been stressed before. Along with the
Servi ces and regional Cl NCs, USTRANSCOM nust continue to
diligently nonitor our global nobility infrastructure and keep
up with needed repairs and i nprovenents.

For exanple, to sustain large airflows during peacetine and
wartinme, AMC requires access to a network of air bases worl dw de
with sufficient fuel systenms, ranp space, and other servicing
facilities to accommodate | arge nunbers of |arge aircraft.
USEUCOM USTRANSCOM and the Joint Staff identified the need for
at least six primary en route air nobility bases in USEUCOM and,
partnered with DLA, have devel oped a conprehensive plan to
inprove the infrastructure at those bases. Likew se, we are
working with United States Pacific Command (USPACOM and DLA to
identify and fix en route base shortfalls in the Pacific region.
In fact, DLA and Air Force budgets now support all identified en
route fuels projects. Significant construction began several
years ago and continues in FY 2002, but the infrastructure wll
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not “get well” (i.e. fully neet the requirenents laid out in our
war plans) until the end of FY 2006, and then only if al
projects remain on track. Therefore, en route infrastructure

i nvestnments will continue to be anong the highest priorities at
USTRANSCOM for some tine to cone.

Over the past several years, Congress has been generous in
provi di ng USTRANSCOM wi t h a nodest separate funding |ine |abel ed
Mobi ity Enhancenent Funds (MEF). WMEF infrastructure projects
are, by definition, relatively lowin cost (less than $5M but
with an excellent cost-to-benefit ratio. MEF provides funds for

smal |, | ess glanorous, but high payback, inprovenents that are
ot herwi se overl ooked by the Services. Since DESERT STORM ©MEF
has inproved rail links to ammunition depots and mlitary

installations and funded a host of runway and ranp inprovenents
in CONUS and around the world, contributing significantly to an
increasingly efficient and effective DTS...in peace and crisis.

An inportant m |l estone occurred | ast year when MIMC t ook
over operation of a portion of Concord Naval Wapons Station,
California. Previously, the only devel oped amruniti on seaport
for unrestricted operations was Sunny Point, North Carolina.
Very inportant to our war plans, further devel opnent of this key
West Coast ammunition port will significantly reduce shipnent
tinmes to the Pacific region and provide nmuch needed redundancy
for strategic munitions sustainnment.

Anot her inportant enabler in need of nodernization is the
Arny and Navy’'s JLOTS capability. The challenge? There is
m ni mal JLOTS equi pnrent forward depl oyed and current equi pnent
can only offload ships during Sea State Two Conditions
(relatively calmseas) or less. W believe the regional CINCs
will benefit significantly froma Sea State Three (SS3)
capability, currently under devel opnent, that in sone regions
woul d al |l ow substantially nore operating tinme in rough seas. As
suggested, the Arny and Navy have programs in place that should
attain SS3 capability by 2005 if fully funded.

Moder ni zation: Mbility Requirenents

VRS- 05, nentioned earlier, identified a nobility
requi renent baseline for the beginning of the newmllennium A
nore conprehensive and realistic analysis than ever before
conducted, MRS-05 used the FY 2005 programred force structure
for all Services as outlined by defense planners and Service
programis. The scenarios explored in the analysis also
recogni zed the increased conplexity involved in depl oying forces
fromour post-Cold War gl obal engagenment posture, as well as our
need to be able to respond to asymmetric attacks by eneny
forces, including attacks using chem cal weapons. This
conprehensi ve, two year, end-to-end analysis | ooked at nobility
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requirenments within the CONUS, between theaters (inter-theater
mobility), and within individual theaters (intra-theater
nmobility). While prepositioning, surge sealift, and CONUS
transportation assets were found |largely satisfactory, sone

i nprovenents are required in each area. That said, the nost
dramatic finding in the new study was its validation of the
consensus belief across the DOD that we are operating today with
a significant strategic airlift shortfall.

O particular interest has been the JCS and CI NC revi ew of
the study. Wthout exception, their review supports an
increased strategic airlift requirement of 54.5 mllion ton-
mles per day (MIM D) to neet the nmandates of the National
Mlitary Strategy at a mniml “noderate” |evel of risk
(...versus the 49.7 MIMD requirenent goal outlined in the 1994
MRS- BURU study, and our current approxinmately 45 MIM D
capability). Wiile USTRANSCOM fully supports the Chairman’s
recomendation of A minimm54.5 MIMD, it nust be understood
that the range of options varied from51.1 MIMD up to 67 MIM D
When the assunptions are adjusted, the study shows a
significantly higher demand for organic (mlitary) airlift
assets and capability.

Moder ni zati on:  Shaping the Future DTS

G ven the probability, at sonme point in the near-future,
that the CINCs will be tasked, once again, to support an
operation on the high-end of the spectrumof conflict, i.e. a
high intensity Small-Scal e Contingency or a Major Theater War,
the Services are working hard to transformthensel ves to neet
t he chal |l enges of the 21°' Century.

Responding to this reality, the Arny has articulated a new
vision for a strategically responsive and dom nant force
designed to neet the full spectrumof future mlitary
operations. The Arny’s “Transformation” will occur in three
phases, culmnating in an “Qbjective Force” whose goal is to
send a brigade anywhere in the world in 96 hours, a division in
120 hours, and five divisions in 30 days.

Simlarly, the Air Force has transitioned to an
Expedi tionary Aerospace Force (EAF) structure to inprove its
responsi veness to the diverse needs of our National Security
Strategy and the warfighting CINCs. Oganized into snaller Ar
Expedi tionary Force (AEF) packages, the EAF provi des standard
sets of capabilities to the regional CINCs while simultaneously
providing nore stable, predictable rotations for Ar Force
people. The Air Force goal is to be able to deploy five AEF
nodul es anywhere in the world in 15 days.

As a supporting conmand, USTRANSCOM s job is to be able to
rapidly project these transformed forces quickly and reliably
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anywhere in the world. The future DTS nust be as flexible as
technology will allow, conplete with state-of-the-art

i nformation systens, nodernized transportation vehicles and
support equi pnent, and top-of-the-line trained personnel to
operate the technol ogy. Sinultaneously, USTRANSCOM s

oper ati onal processes nust be updated to take advantage of the
technol ogi es and capabilities we are pursuing.

It is obvious that future strategic nobility aircraft and
ships will need to nove greater anounts of cargo faster. Anong
the possible capabilities that we are studying include: high
speed sealift vessels that cross the oceans and offload cargo in
a fraction of today’'s tine; large airships that carry severa
times the cargo of today’ s airlifters; floating off-shore base
nodul es that are noved to crisis areas and assenbled as nulti-
nodal transshi pnent bases; super short take-off and | andi ng
tactical transports that carry C 130 size |loads to snall,
austere | anding zones; and nulti-m ssion strategic nobility
aircraft wwth a common airframe for airlift and aerial refueling
(and per haps even Conmand and Control, Reconnai ssance and
Surveillance). USTRANSCOM along with industry, is actively
exploring these and other future technol ogi es and concepts for
mlitary and conmercial use. Gven current |lead tinmes for
desi gn and devel opnent, it is inperative that we stay abreast of
industry initiatives, articulate mlitarily useful requirenents,
and insert themearly in the design of future systens.

Every regional CINC knows well that he cannot prosecute his
m ssion w thout adequate and reliable strategic lift.

On 27 March 2001, Gen Tommy Franks, CINC, US Central Conmmand,
testified before the Senate Arned Services Commttee. His
comments are representative of what | hear fromthe other
regi onal CI NCs every day:

"Wth few permanently stationed forces in the region, our
vitally inportant power projection capability depends upon
strategic lift and robust | and and sea-based prepositioned
assets. Qur ability to deploy forces and equi pnent quickly
remai ns the linchpin for conducting rapid response to
contingencies in USCENTCOM s AOR. W nust continue
noder ni zati on and mai nt enance of our strategic deploynent triad:
airlift, sealift, and prepositioning.

The accelerated retirenent of the C 141 fleet and the
significant chall enges of maintaining readiness |evels of the
C-5 fleet make continued production of the C 17, progress toward
C-5 noderni zation, and support of the CRAF programcritical to
nmeet maj or theater war deploynent tinelines. Qur requirenents
for strategic airlift conbined wwth intratheater airlift are
addressed in MRS 05, which we support.
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The procurenent of Large, Medium Speed Roll-on Roll-off
(LMSR) ships is on track and will significantly enhance our |ift
capability. Under the current procurenent plan, we will neet
our force and sustai nnent deploynent tinelines with these LMSRs
and Ready Reserve Fleet (RRF) assets by the end of FYO03.

Prepositioning in the region, the third leg of the strategic
depl oynent triad, helps mtigate our tinme-distance dil emms,
ensures access, denonstrates our commtnent to the region, and
facilitates sustainnent of forces until the Sea Lines of
Comruni cation (SLOCs) are established....”
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THENME THREE: PROCESS | MPROVEMENTS

Qur processes, the collection of rules and procedures which
govern our day-to-day business practices are under constant
revision as we seek to inprove the speed and reliability of our
custoner service. Qur goal is a set of “nost effective and
efficient” processes that are applicable across the entire
spectrum of our activities, frominteraction with our conmerci al
transportation providers to our “warfighter CINC' custoners.
Whet her the issue is information technol ogy, supply-chain
managenent, doctrine or training, USTRANSCOM is constantly
searching for the best business practices avail abl e today.

Process I nprovenents: |nformation Managenent

DOD relies on USTRANSCOM to do nore than just provide
mul ti modal planning and transportation support to US forces
wor | dwi de. We al so provide information systens critical to
managi ng the DTIS. Qur systens are robust, reliable, and
avai l abl e to our customers worldwi de. Transportation nanagenent
today is not just about noving people and cargo but al so about
the tinely and accurate novenent of shipnent infornmation.

The role of information technology (1 T) at USTRANSCOM t oday
has noved beyond being a great enabler of our current
procedures, to the point now where it has becone the catal yst
for the introduction of new processes designed to change future
busi ness practices. In order to maximze IT investnents and
m ssi on support, USTRANSCOM has designated a Chief Information
Oficer (C1O to conduct strategic planning and I T nmanagenent.
The USTRANSCOM Conmmand, Control, Comruni cations, and Conput er
Systens (C4S) Director fills that function and today wears two
hats: CIOin peacetinme and Director of C4S in wartine.

The USTRANSCOM Cl O and | are working closely together to
devel op an enforceable enterprise-|level architecture. It is our
vision that such an architecture, properly constructed, wll
establish system technical, and operational views of the
present and future that will set the policy and chart the
devel opment of information technol ogy solutions for as far out
into the future as we can see. The architecture docunenting our
current environnment was delivered in 1998, and in Decenber of
2000 we conpl eted our “To-Be” Enterprise Architecture. Now, we
are focused on establishing the foundation for nanagi ng our
i nformati on technol ogy i nvestnents.

The d obal Transportation Network (GIN) i s USTRANSCOM s
pi votal information systemfor the managenent of transportation
information both today and in the future. GIN is changing the
way military organi zati ons and our conmercial partners conduct
their operations. |In fact, USTRANSCOM i s noving to the next
phase of GIN process inprovenent with the recent announcenent of

29



our GIN 21 initiative. Wth near real-tinme visibility of high
priority materiel noving through the DTS, custoners can nake
operational decisions faster than ever before. GINis linked to
a wde variety of transportation IT systens across DOD and the
comercial transportation sector, contributing significantly to
total in-transit visibility (ITV), i.e. the ability to track the
identity, status, and | ocation of any passenger or piece of
cargo noving in our system Today, conmmanders, planners and

| ogi sticians, whether they be on CINC-|evel staffs or in
tactical units on the battlefield, expect accessible and
reliable I'TV. USTRANSCOM is dedicated to giving it to them-
from end-to-end.

Wthin AMC, Mbility 2000 (M2K) is another 21°' century
process inprovenent designed to guarantee a near real-tine
digital data link connection between AMC aircraft and our
wor | dwi de command and control centers, to include Federal
Avi ation Administration en route air traffic control centers.
MK wi Il significantly inprove both our capabilities and our
safety, linking AMC not only to our aircraft, but also to this
country’s global network of air traffic control systens,
allowing totally integrated flight managenent. W will begin
M2K nodi fication of our aircraft in FY 2002 but, unfortunately,
based on current funding availability, will not be able to
conplete the programuntil FY 2014.

Process I nprovenents: The Depl oynent Process

USTRANSCOM i s al so pursuing a nunber of initiatives, nmany
in partnership with United States Joint Forces Conmand, to
i nprove the depl oynent process. One of the nost far-reaching
projects currently underway is orchestration of the several
sub-initiatives associated with the Chairman of the Joint
Chiefs of Staff's 72-hour standard for generation of Tine-
Phased Force and Depl oynent Data (TPFDD) required for any
si zabl e depl oynent of DOD forces. The TPFDD is basically a
list and schedul e of deploying units and all their depl oying
equi pnent and is typically devel oped jointly by the conbatant
commander, the Services, and USTRANSCOM |In the past, TPFDDs
have taken weeks to devel op and inplenment. Qur inprovenent
initiatives include four key areas for inprovenment, which we
believe, collectively, will decrease the tine required to
devel op the TPFDD down to the Chairman’s desired standard.

Process I nprovenents: Leading DOD s Distribution Revol ution
Currently no single DOD organi zation is tasked with
measuring the overall effectiveness, design, or optimzation of
DOD' s gl obal distribution/supply chain nanagenent system As a
partial remedy to this disconnect, in February 2000 the Defense

30



Logi stics Agency (DLA) and USTRANSCOM partnered to | ead a
revolution in DOD s supply and transportation systens. The
primary goal of our “revolution” has been to create a

war f i ght er - based, val ue-added, |ogistics capability which w |
allow DOD to nore rapidly, effectively and efficiently fulfil
its mandate under the National MIlitary Strategy. The key
conponent of our partnership is the Strategic D stribution
Managenent Initiative (SDM), an initiative formed to provide
senior DOD | eaders with | ogistics process inprovenent
reconmmendati ons that balance four nmajor custonmer focus areas:
service, cost, readiness, and sustainability.

SDM “cutting edge” efforts anal yze and conpare current
distribution requirenments, patterns, processes, and systens
agai nst an ideal “to-be” integrated distribution supply chain.
The initiative is designed to optim ze support to the warfighter
by anal yzing material stockage through warehousing, storage,
distribution, and strategic transportation practices and |inking
themto each regional CINC s joint theater distribution system
In the short tine since we set off on this journey, SDM has
conducted in-depth anal yses of the air and surface distribution
channel s, perfornmed nodeling and sinul ati on di agnostics, and
started devel opi ng processes and digital tools that inbed
velocity in our custoner support. SDM’'s initial focus is on
four maj or areas: stock managenent, surface distribution, air
distribution, and financial processes. A flag officer heads
each effort in consultation with OSD, the Joint Staff and
mlitary service representatives.

Process | nprovenents: Comrand Stream ining

USTRANSCOM has fully enbraced a series of organizational
initiatives designed to streanline our operations and increase
ef fectiveness. A prine exanple of these changes is taking place
Wi thin our Arny conponent, Mlitary Traffic Managenent Comrand
(MIMC). MIMC has adjusted portions of its headquarters staff
and shifted sone planning and operational responsibilities to
its subordinate conmands whil e sinultaneously centrali zing
personnel, logistics, adm nistration, resource nmanagenent,
passenger, and personal property functions at their headquarters
in order to keep field elenments focused on force projection and
sustai nment. MIMC has al so standardi zed the organi zati on and
size of its battalions and groups naking them nore flexible and
responsi ve and better able to project Depl oynent Support Teans
wor | dwi de, thereby making MIMC forces nore flexible and
responsi ve. These centralization and standardi zati on changes
have produced inpressive results. MM is now operating with a
five percent smaller staff and has realized a $57.6 nmillion cost
avoi dance over the |last fiscal year.
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Future initiatives at MIMC will pursue contracting for the
managenent of container and rail assets, and address options for
better integration of operational functions up and down the
chain of command, as well as across conmmands. Through all of
this, USTRANSCOM and MIMC wi |l continue to work with our
commercial partners to identify, evaluate and, where
appropriate, pursue better business practices to inprove our
support to our custoners.

Process | nprovenents: Agile Transportation for the 215 Century

Wth one eye always on the future, USTRANSCOMis initiating
an Advanced Concept Technol ogy Denonstration that wll
concentrate exclusively on enhancing the DIS. As the single
manager for the DTS, USTRANSCOM requires systemw de visibility
of all transportation assets and internodal resources to
optim ze the enploynent of its Iift capabilities in response to
novenent requirenments. Agile Transportation 2000 (AT 2000) will
enabl e USTRANSCOM to better determ ne transportation
feasibility, estimate costs, project throughput capability,
foresee potential choke points, and make nodal and internodal
deci sions. AT 2000’ s operational objectives include:

* Devel opnent of decision support tools to better nanage the
DTS in peacetinme and in crisis surge nodes
» Cost Avoidance for DTS services for CINCs and services
e Inprovenents in the quality of service for conponent
custoners
Finally, a major goal of Agile Transportation for the 21%
Century is to develop a “near real-tinme” capability to provide a
transportation plan to a supported CINC within 4 hours of
USTRANSCOM r ecei ving the CINC s TPFDD.

Process | nprovenents: Business Practices
The | ongst andi ng partnershi ps bet ween USTRANSCOM and
commercial industry afford a uni que opportunity to infuse best
busi ness practices of the civilian sector into the DTS
Recogni zing this opportunity, the Secretary of Defense
desi gnat ed USTRANSCOM as DOD's first “Reinvention CINC. 7 Since
that tinme, USTRANSCOM has pl ayed a key role in the devel opnment
of reinvention proposals that will change the way DOD does
busi ness in the areas of business finance, workforce and
or gani zati onal shaping, and process stream ining. For exanple,
USTRANSCOM i s seeki ng:
* Inproved financial controls—real-tine visibility of our
financial status and inproved flexibility in directing
funds towards energi ng opportunities.
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* Inproved organi zational controls--the ability to shape
our workforce and organi zational structure in response to
changi ng mar ket conditions.

e Inproved process controls--the ability to rapidly evol ve
our business rules, information processes, and
contracting decisions for optimal efficiency and
ef fecti veness.

Process | nprovenents: Managenent Ref orm Menorandum #15

A significant change is taking place in the way USTRANSCOM
conducts its day-to-day business with its custoners and vendors.
Gover nnent - uni que docunents are going out the window. In their
pl ace are comrercial fornms and stream i ned automation of our
busi ness practices.

| mprovenents to USTRANSCOM s busi ness processes have been
underway for sonme tinme. That said, our efforts have been
el evated to the next level with our inplenentation of Managenent
Ref orm Menorandum #15 (MRM 15) -- Reengi neeri ng Def ense
Transportati on Docunentation and Fi nanci al Processes. MM 15
menor andum signed July 7, 1997, by Deputy Secretary of Defense
John Hanre, set in notion a revolution in business practices for
DOD transportati on services.

USTRANSCOM i s the functional manager for MRM 15, which is
virtually overhaul ing our defense transportati on and paynent
processes. The changes we are naking streamline procedures,
reduce paperwork, and elimnate the need for governnent-uni que
paynment centers dedicated to paying transportation services. A
maj or initiative under MRM 15 el i m nat es gover nnment - uni que
docunentation, to include freight Governnment Bills of Lading and
mlitary mani fests for comercial sealift novenent.

Currently, the DOD is using US Bank's Power Track servi ce,
an online paynent and transaction tracking system basically
reduci ng the paynent cycle to carriers froman average of 60
days to 3 days. This new service is now used al nost exclusively
for worl dwi de express novenents and sealift internodal container
service, as well as for comrercial transportation paynent of
freight novenents within the US. Additionally, PowerTrack's
si ngl e-source informati on center provides instant access to
shi prent data for both carriers and shippers. Furthernore, it
automates reconciliation of freight bills and invoices, and
guarantees tinely paynents. A collateral benefit is that
Power Tr ack provides a strong information conmponent which wll
serve as an analytical tool to accelerate our nobve into true
di stribution managenent for the entire DTS
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Process | nprovenents: Personal Property Enhancenents

Qur effort to inprove the househol d goods (HHGs) novenent
process is a critical quality of life issue for DOD nenbers.

The current program unchanged for 35 years, has drifted far
fromthe quality nove our service nenbers and their famlies
deserve. To renedy this unsatisfactory situation, and based on
congressional |anguage in the FY 1996 National Defense

Aut hori zation Act (NDAA), three different, but related, pilot
prograns are currently ongoi ng.

Al three pilot prograns have proven thenselves to be
significant inprovenents over the current program
Unfortunately, since the onset of these initiatives, because
they are still only pilot prograns, only a small nunber of DCD
menbers have experienced the program i nprovenents our “test
group” has enjoyed. At best we have “touched” only an esti nated
46, 000 of the 613,000 househol ds we nove each year.

Consequently, less than 10 percent of our shipnments have

recei ved any of the benefits a conplete HHGs reengi neering wl |
bring. That still |eaves 567,000 shi pnents per year unaffected
by any real systemc inprovenent. Left to its schedul ed course,
our HHG reengineering efforts will not touch the remai nder of
these DOD fam lies for several nore years. W believe DOD can
realize inprovenents nmuch sooner than planned by incorporating

t hose successful pilot features which have al ready proven
successful across all three initiatives into the current program
now. It is USTRANSCOM s recommendati on, for the good of DOD

per sonnel worl dw de, that we incorporate these core cross-pilot
initiatives now versus waiting until the pilots are conpl ete and
the final report rendered.

To bring these pilot successes into the current program we
have established a task force team conprised of industry
representatives and DOD personnel, to review and coordi nate the
proposed changes. As a rem nder, our proposal to begin
integrating our nost successful pilot features into the current
programnow i s not intended to replace or stop the pilots, but
nerely to capitalize on their successes early--with the real
W nner being our mlitary famlies around the world.

As denonstrated in the ongoing pilots, there is additional
cost associated with giving our Service nmenbers the kind of nove
t hey deserve. Today, our Service nmenbers not only receive a
substandard nove, they also sinmultaneously incur a host of out-
of - pocket expenses not covered by their noving all owances. That
said, we are aware that the mlitary services have not
programed t he necessary funds near termfor the increased costs
required to fix this unsatisfactory situation. Therefore, to
| ead turn this, USTRANSCOM has begun soliciting the support of
senior |leaders in DOD, the Adm nistration, and Congress to begin
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identifying funds now, so that we can start including these core
i nprovenents in our FY 2002 nove program In my view, we cannot
start too soon to rectify our depl orable HHGs novenent system

Process | nprovenents:
G obal Privately Owmed Vehicle (POV) Contract
Anot her critical quality of life issue for mlitary

per sonnel assigned overseas is the novenent of POVs to new duty
stations. |In Septenber 1998, MIMC awarded a 2-year contract
with three 1-year options to handl e the approximately 75, 000
vehi cl es per year that DOD ships. Nowin its first option year,
the programis a real success story. Custoner satisfaction
rates are up from 77 percent to 99 percent and clains ratios
have decreased from 11 percent of shipnents to 5 percent.
Furt hernore, because all CONUS vehicle processing centers are
contract or-owned and operated, MIMC has realized outsourcing
cost savings through the closure of 12 governnent-owned vehicle
processi ng centers and the reduction of 39 positions. The
contractor assunes full novenent responsibility and full clains
responsibility up to $20, 000 per vehicle except during the ocean
portion of the shipnment. Any responsibility for ocean damage is
with the ocean carriers in accordance with the separate contract
with them Wth this new POV shipnment program along with
enhanced intransit visibility, DOD has simultaneously realized a
strengt hened partnership with ocean carriers, supported our VISA
participants and VI SA program goals, and pronoted financi al
stability for our partner ocean carriers. The program has been
so successful that the projected cost of the two-year contract
fell fromthe original $394Mto $350M a savings of $44M Rates
per POV fell $70 for the three option years, providing savings
in those years of $5M per year and $15M overall. Effective the
second quarter of FY 2001, the contractor assumed responsibility
for vehicle cleaning and agriculture inspections at no cost to
t he governnent (saving an additional $1.5M, devel oped a new
conputer systemto provide total end-to-end visibility of POvs
in shipment and absorbed the $3Min costs for that system

Process | nprovenents: Aeronedi cal Evacuation (AE) System

It has been recognized that today’s AE systemwas built for
“a wrld that no longer exists.” Wth the reduction in DOD s
overseas nedical footprint since the end of the Cold War, we
have seen an increased requirenment for a nore rapid, responsive
AE system Last year, an AE Tiger Teamfornmed by Air Mbility
Command revi ewed the existing system end-to-end, and proposed a
nore responsive, flexible, and capable system adaptable to
m ssions across the spectrum of operations. The goal is to build
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a single, integrated, requirenents-based AE systemthat operates
as efficiently in peacetine as it is designed to operate in war.
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THEME FOUR  PEOPLE

It should go without saying that the real strength of
USTRANSCOM s readi ness and warfighting capability lies in her

exceptional nen and wonen. It is only through their frequently
extraordinary efforts that we are able to provide and maintain a
ready, dependable DTS...around the world, every day. In these

times of increased operations tenpo, we nust remain sensitive to
the quality of life of our Service nenbers. Meeting their needs
not only leads to better readiness and higher retention, it is
sinply the right thing to do.

That said, | amnot encouraged with the trends associ at ed
with retention of our highly-trained aircrews. To be blunt:
pilot retention is at historic lows...a condition which
stretches USTRANSCOM s ability to nmaintain readiness. | amal so
concerned by significant | osses of experienced enlisted aircrew
menbers. The percentage of aviators accepting increased
retention bonuses rose slightly this past year but still falls
bel ow the level we require to sustain the force. Just as
troubling, second-termreenlistnment rates, ny prinmary indicator
of enlisted retention, are dropping significantly anong sever al
critical support fields, and it appears that nonetary incentives
al one are not going to solve the problem

In addition to inadequate conpensation, “workload” is the
other factor at the root of our retention problens. Aircrews
and support personnel spend too nuch tinme away from honme or work
too hard while they are at hone conpensating for depl oyed
personnel and training tinme |ost to previous depl oynents.

Today, as | said earlier, the peacetinme workload is often as
heavy for active duty aircrews and support personnel as during
wartinme. The situation becones even nore tenuous for our
guardsnmen and reservi sts who nust bal ance hi gh peacetine
operations tenpo demands with the stresses of their civilian
careers. Although we have taken sone steps to mitigate the
effects of the unprecedented peacetine operations tenpo, now we
need to take the next step and increase support manni ng and
aircrewto-aircraft ratios to the levels required in this new
environment in which we are operating.

Wth our frequent wartime optenpo goi ng head-to-head with
manni ng |l evels and ratios established in the Cold War, we are
wearing our people out and as a consequence, nmany who woul d
prefer to stay are leaving for nore stable and predictable

civilian careers. In nmy view, it is nore cost-effective to
i ncrease nmanning than to have to continually prematurely repl ace
experienced personnel...and | suggest that it is “high time” we

got on with fixing the problem
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Anot her USTRANSCOM area of concern is the availability of
trained and qualified nmerchant mariners. The goal here is to
ensure a trained and efficient US nerchant marine workforce
sufficient to support donestic and international waterborne
commerce as well as to guarantee national energency and wartine
sealift and auxiliary manni ng needs. MARAD supports the
mai nt enance of a viable US nerchant mariner pool through the
MSP, enforcenent of cabotage | aws, enforcenent of government
cargo preference requirenents, and nmaritine training and
education. DTS prepositioned, surge, and sustainnent sealift
are all dependent on this pool of qualified US nerchant
mariners. \VWile no significant problens are apparent in manning
the surge fleet through FY03, the projected speed of
nobi | i zation, conbined with the projected |l ength of future
conflict, portends significant shortages. Current “drags” on
t he pool of merchant mariners include the relative
unattractiveness of the career due to salaries, lifestyle, and
wor k environment. Limted new vessel construction coupled with
the reduction in crew size required on our newer ships is
aggravating the situation. Through MSC, USTRANSCOM i s
partnering with maritine | abor organizations, the US Coast CGuard
(USCG, and MARAD to refine a mariner tracking systemand to
devel op contingency sealift crewi ng processes and nechani sns.
This partnership will ook at nethods of increasing the
avai lability of both |licensed and unlicensed mariners while
si mul t aneously continuing to urge the Adm ni stration and
Congress to support those progranms that serve to maintain this
critical personnel resource pool into the future.

Over the past two years, there have been significant
enhancenents in the mlitary health system making the TRl CARE
benefit nore accessible to our entire mlitary famly--both to
our active duty nenbers and their famlies, as well as to our
retirees of all ages. W are grateful to Congress for the
hal | mar k provisions of the FY 2001 NDAA, which--anong ot her
t hi ngs--expanded the mlitary healthcare benefit for active duty
menbers and their famlies, returned mlitary healthcare to our
Medal of Honor recipients, and perhaps, nost significantly,
returned the prom se of healthcare for life to our senior
patriots (over age 65), as well as extending to themthe
conpr ehensi ve pharmacy benefit they so richly deserve. Over the
past several years, Service nenbers have voi ced apprehension
that benefits prom sed to them upon entering the mlitary have
changed or may change in the future. They wondered if the
quality health care promsed to themand their famlies would be
there when they need it. They watched to see how we kept faith
with retirees and placed significant weight on this factor when
maki ng their career decisions. | am hopeful that this year’s
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| andmark | egislation wll reaffirmfor active duty nenbers our
nation’s conmtnent to truly take care of themand their
famlies if they choose a career with us. Indeed, if we can
regain and retain the troops’ confidence, this |egislation can
be a trenendous retention tool.

That said, even with the great strides that have been nade
at the legislative and operational levels in inproving our
mlitary healthcare program many chall enges remain. Although
patient satisfaction with TRI CARE has steadily increased over
the | ast several years, issues surrounding access, clains
processi ng, and other bureaucratic “hassles” associated with the
programare still major “dissatisfiers” anmong our beneficiaries.
Recent progranmmatic and | egi sl ative changes to the program such
as the FYOO NDAA introduction of Beneficiary Counsel ors and
Assi st ance Coordinators, designed to resolve user concerns on
the spot, provide patients with significantly inproved advocacy
inour mlitary treatnment facilities. That said, much renains
to be done, and the nmen and wonen of the mlitary health system
are working hard to inplenent the additional reforns needed to
keep our prom se of quality healthcare delivery for the entire
mlitary famly.

TRI CARE asi de, Congressional support for our people
extends well beyond the health care arena. For exanple, pay and
benefits, to include adequate housing and/ or housi ng al |l owances,
remai n maj or concerns as we strive to adequately care for the
men and wonmen who daily sacrifice so much for our nation

| am hopeful that last year’s | andmark | egislation wll
translate into a reaffirmati on of Congress’ and the
Adm nistration’s commtnent to take care of our nenbers and
their famlies as they, in |like nmanner, commt to a career of
service to our country. This legislation should be another
significant retention tool and, |ikew se, should formthe basis
for all necessary followon quality of life initiatives. | can
not enphasi ze strongly enough how inportant it is that we do
what ever is necessary today to win the battle for the hearts and
soul s of our very talented nen and wonen and their famlies.

The risk--in continued | oss of conbat capability and readi ness
to execute the national mlitary strategy today and in the
future--is too great to accept.
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FI NAL THOUGHTS

Si nce President Reagan ordered the establishnment of
USTRANSCOM on 18 April 1987, the conmand has evolved into a
truly unique joint organization with a custonmer focus second to
none. On any given day, the USTRANSCOM t eam can be found
providing critical strategic transportation to a host of US and
i nternational agencies, fromour regional CINCs to the myriad of
ot her US governnent agencies with global interests. No matter
what the m ssion assigned, the custoners supported, or the ngjor
worl d event to which Anerica has chosen to respond, the
connection | would have you nake -- and renenber for all future
events -- is that if there is a US response, that response is
borne on the shoul ders of the nen and wonen who operate the air,
| and, and sea conponents of USTRANSCOM There are not nmany
headl i nes for what they do. 1In fact, we call themthis
country’s “quiet heroes.” These dedicated transportation
warriors stand ready every day to professionally execute their
gl obal nmobility m ssion—and in so doing, to successfully enable
our national mlitary strategy.

While ready to performany m ssion assigned today, we
remai n focused on, and commtted to, preparing for the future.
Accordingly, our focus is on the readi ness of our people, our
processes, our systens, our infrastructure, and our partnerships
W th industry.

| amextrenely proud of today’s USTRANSCOM “Total Force
Teant of civilians, active duty, Guard, Reserve, and industry

partners. It is an honor for nme to | ead the highly professional
menbers of USTRANSCOM and its Service Conponents who conprise
our national Defense Transportation team | |ook forward to the

future and remain confident that USTRANSCOM wi || continue to
provi de the nost effective and responsive strategic nobility
capability in the world.
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