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Welcome and Opening Remarks: MG Wade H. McManus, Jr.

Glad to have everyone with us today.  Let me start by covering a couple of things up front and then I’ll turn it over to Bob (Harris) to cover some of the action items.

Since our last session we’ve spent a lot of time working together and discussing the Business Case Analysis that we performed in tandem with the PEO, you and JMC.  Since that time, BG Izzo and I were participants in a technical briefing for the Secretary of the Army to lay all of this out.  As part of our strategy Paul (BG Izzo) and I met with Mike Hicks about an hour and a half before our session and I invited Mike to join us in that session.  We agreed to disagree – and one thing I think you’ll be pleased to know (and General Kern has mentioned this in a couple of his meetings) is that it’s okay to recommend anything. But the individual who is responsible for the execution is to have a say so here as well.  I think that has been one of the fundamental and great points that have come out of this whole process.  
So we laid it all out to the Secretary and one of the things that we spent some time explaining was the difference between an arsenal, a maintenance depot, an ammunition depot and an ammunition plant.  We used a very basic approach to this - not that people were incapable of understanding, but people were using words interchangeably when they were in fact not interchangeable.
The second thing we explained was the difference between privatization, commercialization and leasing.  I was more surprised here than in the other piece in the lack of understanding on the political side.  I think spending time on these couple issues was the right thing to do. 
Then we went through the Business Case Analysis and the Rand recommendations.  Rand provided several recommendations but the one that has gotten the most notoriety is the notion of privatization. Rand also went on to say that we should be careful of taking the analysis at face value, so if you find it doesn’t pan out, they suggest you stop and look at other alternatives. That did not get much press, quite frankly, but we did discuss that in the laydown.  At the end of the day, I was very satisfied with the interaction.  Our briefing with the Secretary ended up going for an hour and a half.  His staff was livid by the time we got done, but he’s the boss and he asked us to stay.  There was a lot of good discussion and a lot of concern on how this plays out in the BRAC legislation. Bottom line – there are no metrics established at any level to guide us. The day before the brief, the Secretary was pre-briefed by the Undersecretary of Defense, Mr. Mike Winn.  The administration, on the issue of privatization, had the wrong data in terms of what you the private sector does in providing munitions. They had the numbers reversed.  The commercial sector is the source of 95% not less than 10%.  I was surprised at his reversal of the facts. We set that right.  
You’ll hear a lot about this in the days and weeks ahead. I think they are moving ahead with a legislative package that addresses things like the 50/50 rule and Crane/McAlester. We’ll see where it goes.  I was pleased that we had a chance to have some input into this. The Secretary will soon release a White Paper. The last sentence is this.  I thought this was pretty good and I want to share this with paragraph with you….”The Secretary of the Army is committed to the utilization and efficiency of the defense industrial base where continued ownership is essential for operational readiness and can champion the legislative and financial reforms they need. The BCA is confident in the findings and recommendations. Regarding the GOCO maintenance depot, the Army is committed to establishing a more effective and efficient depot level operation, enhancing productivity at its core capabilities and integrating innovative business processes on assuring the best capabilities to the warfighter and the operational readiness.”
The bottom line here – the Army is committed to the readiness of the warfighter and providing the required material at competitive prices, not just reducing costs. If any one has questions, I’ll be glad to talk to you and I’ll keep you all posted on this.
Today we’re going to have the Sector brief outs and the issues facing us.  I think this is exactly where we need to be in terms of laying out the issues that we need to address. This is one of the things we can do here.  We can solve the strategic issues that drive the whole processes, and I’m excited about that.   We’re going to be briefed on where we are today in regard to our munitions USR.
I just released the metrics last week to General Kern. There is a great misunderstanding at the Army staff level on what it takes to improve munitions readiness. Many of you already know that the stockpile is not what it needs to be, both in terms of quantity and quality. I keep saying, “Bullets are like tomatoes, they go bad. They just have a different cycle than tomatoes.”  The fact is, you can’t just produce bullets and forget about them. They require something to be done after some amount of time, which is not in the funding.  The device that proved it was a plus up in ammunition only to fix ammunition readiness.  This has become a slight problem area because Paul’s (BG Izzo) budget has not increased one penny for this year.  So he is procuring at normal levels and they are giving us this money this year. But, I’m getting kicked around with OMA. And, misery loves company!  On top of that, I laid out that we have a tool for the SRS to make decisions that BG Izzo and I use as work on our enterprise. Now what we need to do is have the Army G-3 establish, by family, the target readiness level of those families so we can give industry a planning tool and also to give us a mark on the wall to improve overall readiness.  
The other thing I’m pushing hard for is that I think it’s time to change the Training Pipeline as a concept. Training pipeline, for those of you who don’t know, really becomes a fiscal control.   The bad news is that at some point in time we may have to make this classified, and that is a concern. We’ll have to work on how we do the options. I briefed the Joint Ordnance Commanders on leveraging and price basing – there are a lot of changes going on. 
Last comment, I’m looking forward to a great meeting today, and tonight we’ll have a great dinner and a chance to say farewell to some of our departing members. Thank you.
Bob Harris
I’d like to welcome everyone and thank you for being here.  Just a few things before we get started.  First I’d like to welcome our new members, Dean Bartles and Hap Stoller.  Dales Adams, who was unable to make it, is a new member who will be taking over the Warheads and Rockets sector. I’d also like to thank our outgoing members, Linda Hudson, Jim Flaherty and Bill Roman.  On the Pyrotechnics side, we struggled to find someone with the right background, knowledge and experience required to take over that sector.  For the time being, I am going to take on that position temporarily.
We have a very busy day ahead of us. Let me quickly walk through the action items from the last meeting.  Most of the items included on the Action Item list are included in today’s presentations.  

1. We said we wanted to expand the ICAP meeting to a full day – today will be our first expanded meeting.

2. We wanted to identify a candidate to replace Al Calabrese as Chair of the Munitions Technology Division.   Mark McCormick of ATK has been selected to take over this position.
3. Review the Ammunition Mfg. Industrial Base BCA. We’ll talk about that in a few minutes.

4. Review the SSRA process for the ICAP.  Mike McCann is still willing to cover this for us in a future meeting.

5. Sector Issue Identification – today will be the first meeting where we cover the sectors on a more formal basis. The sector reps are on today’s agenda to present their particular issues by sector.
6. Drill Down on Munitions Readiness – that item is also scheduled for presentation on today’s agenda.
7. We’ve had two excellent sector overviews by Eric Guerrazzi on Fuzes and Bill Roman on Demil.  We’d like to continue this trend at each meeting.
8. Last item was to create OSC (now JMC) Industry Industrial Base FAA construct to review with the ICAP. This remains ongoing.
We’ve got a lot to do today, so let’s get started.

Industrial Base Strategic Plan: Business Case Analysis – Al Beuster
As we start talking about the Industrial Base, there are a couple of prefaces I want to make leading into this. First, this is a fast moving train.  What I’m going to do on these charts is to go back from our visit in California and bring you up to speed, give you some background, refresh your mind on things and give you some results on the BCA, and then move forward.  The other thing I want to mention is the level of participation within this room that has been going on throughout this entire process. Many of you dedicated some of your resources to us.  We really appreciate that and I am very sincere, it goes beyond just words. Your help and input has been invaluable to us both in terms of perspective, insight, knowledge gained and also credibility as we go forward with the Business Case Analysis.  A big thank you to all of you for helping us along as we work this problem.

The second thing, as MG McManus pointed out, is PEO Ammo’s support in working this issue. It could very easily be Matt (Zimmerman) up here speaking to you instead of me.  I just happened to get the baton today.  We’ve joined forces and Matt is leading some of this from an overall strategy perspective and JMC with a little more focus on what I’m going to show you here today. But, I can tell you… for those of you who have been living this, within the PEO Ammo structure, the interface and communication is improving everyday in terms of the Industrial Base and what the PM’s are doing . We’re all heading in the right direction.
Chart 2 of 13 – Industrial Base Vision
Just a couple of points that I want to emphasize:

1. Meeting National Security Missions – in other words, we’re not just looking at the Industrial Base, but what do we really need to have to support the warfighter beyond just economics.

2. Integrating Lean/Agile Manufacturing Concepts - Certainly many of you have lead the way on this.  We seem to be more in an era of small buys, quick change-overs and quick reaction versus sustained, long, big-buy quantities.  

3. Satisfying Army Future Systems Requirements – If we put together a base that is viable and ready for today, that is going to be fool-hardy within a few years. Not only is the strategy in the base changing quickly, but so are the items and sophistication of those items, as many of you know.
4. Migrating to Maximize Use of Public-Private Partnerships – from a perspective recognizing the needs of the commercial sector and also the government sector. This is recognizing the needs and importance of both sides.
Chart 3 of 13 – PBD 407 Guidance

This chart refreshes our memories on what’s been happening.  When we were in California, we said that RAND had completed their study and it was going forward.  It was being looked at and bounced around. A lot of things started to happen and that’s when the Business Case Analysis took off. If you look a little further down the chart, it says the RAND recommendations were controversial, and they certainly were in terms of some of the conclusions they drew.  That’s when you were all pulled in and we put together the team to begin working this issue. It seems like a lot of time has passed since then, but actually, that was only 29 November when we began the BCA.  
Chart 4 of 13 – RAND Study Recommendations
This chart points out the recommendations of the RAND Study.

Privatize everything except our GOGO base and Mississippi Army Ammo Plant. In doing so, you’re going to get an estimated $650 million dollars.

Chart 5 of 13 – Ammunition Plants

On 29 November we started the Business Case Analysis.  By the way, within the Army channels, Secretary Bolton has come on board on the BCA.  I think we’re going to see this more and more of this - doing more research with the Army methodology.  This is the wave of the future for us.  To continue on with this chart, the BCA included conducting individual analysis for each facility and looking at each site to see what we had.  The chart also lists some of the benefits, risks and tradeoffs.
Chart 6 of 13 – Business Case Analysis: Facts

When we started on the road to prepare the BCA, we thought it very important to identify some facts.  This chart lists the facts and assumptions.  95% of all ammunition is produced by the commercial sector. GOGO facilities are excluded from this BCA, so Crane and McAlester are not included. The third bullet about hazardous operations - this required a large amount of real estate. We also have a lot of tenant activities at the GOCO base and many of you are involved in reducing cost. We wanted to point that out and make sure that stayed in there.  And finally, environmental, which is such a big issue.  One of the facts is that we have to clean up and we have to do it right away.
The next section lists the assumptions that we made.  As MG McManus said, these are huge.  We said that when we are going to sell, it will be everything.  It’s a wholesale deal. We’re not going to keep little pieces here and there.  We did an economic timeline of 20 years.  Besides the environmental taxes and insurance, the other major difference we had with the RAND Study was that we took a value of property (and this was based on things that you folks said to us) to be what revenues could be expected to be generated at that facility and then a reasonable return on investment, and then figured out a value for that facility. Rather than come in and say that we think the property has potential and is worth $50 million dollars, we instead came in and said that we think we’re going to generate from, DoD and commercial sales, about $12 million a year. Then take that over “X” amount of years looking at return of investment and it values out at about $20 million. In most cases, this approach resulted in a reduction in value of the property that we sold. The last assumption listed here, environmental, is extremely critical.  We said that to sell land, we’ve got an environmental bill right away.  We also looked at another option. We looked at the sale of the facility or a public/private partnership where it’s leased out and the government gets out of ownership and over time that would phase into privatization.
Chart 7 of 13 – Industry Input

I’m not going to spend a lot of time on this chart unless you want me to.  This chart outlines some of the industry inputs that you gave us.  You gave us a lot more input than just what’s listed here, but these are some of the key points.  I’ll give you a moment to look it over. If you have any questions we can certainly stop and discuss them.

Chart 8 of 13 – Options Developed

Here are some of the options we developed.  In the BCA we did not look at consolidation or disposal.  We looked at two options: 1). total sale of everything, or 2). a public/private partnership. Within that public/private partnership, this was a lease arrangement that goes a little further than what you think of a traditional lease.  What would happen is that the government would continue to own the installation, but within the fence line the contractors can do what they want with the facility.  A couple of things come up there. We would incur some environmental costs.  There would be public/private partnership and we would move away from some of the government oversight of the GOCO base that we currently have today. 
Chart 9 of 13 – AMC Business Case Initial Findings: Ammunition Plants
Here is a summary of our analysis.  We’ve got paper back home, literally stacks of paper, in-depth on every single GOCO that was studied here.  We’ve brought it down to a couple of charts, but there are some very important things here.  First, we said that there are currently 21 critical manufacturing processes in the government owned sector.  For those of you that were with us before, we went through these in detail. I think we said that we came up with 16 core processes. What happened in this chart is that we had to include the GOGO base in there so we picked up five more bringing the total from 16 to 21.  Otherwise, these are the critical core processes to which the ICAP agreed.  These are exactly the core processes – no more, no less.   Now, from the assumptions we used in the economics, we said that depending on the option that you chose and the plant, you would expect to see an increase in price of product between 7 and 36 percent across the budget. What that says is that if you’re buying this ammunition and you go to one of these alternatives for that plant, they have to get a return on investment and you’re going to see it back in product price.  We expect to see some increased costs.  We also said there would be between $900 and $1.5 billion POM impact.  Again, the range there depends on the options you choose and the installation.  We gave it our best shot. The assumptions we used seemed to make sense to us and that’s our economics.  That doesn’t mean that we should not take this further.  As MG McManus said, “What is our metric?”  If it’s economics, maybe we better slow down because there is probably more going on than economics. Just in terms of government ownership, too much capacity – maybe we need to look at consolidation – maybe we need to look at disposal. For this study, and for no known metrics, those were the bottom line.
Chart 10 of 13 – Conclusions

The first point here states the obvious. There are significant differences between the RAND Study and the Joint Munitions Command Business Case Analysis...  Also, as I said before, we did not look at the consolidation or disposal of any plant.  There is no clear option that does not have major risk involved.  And the last bullet means there may be more to the metrics than just economics.
Chart 11 of 13 – Conceptual Approach for Sizing the Organic Base

Where do we go from here and how does this all stand?  As I said, this is a fast moving train.  Within the Pentagon there is a lot of working being done to move this forward.
There are a couple of things this chart is trying to point out. For those of us who have been in the business for a while, the term “replenishment” is dead. We used to have the mark on the wall for replenishment… you fight the conflict and when the conflict is over you have “X” amount of time to replenish those stockpiles.  This is not the direction we’re now going.  A big, large base or an inactive base – that is a thing of the past.  I don’t think anyone will argue that point.  You can see that in some of Desert Storm and even now as we look forward in preparing for Iraq.  The questions that come down are more like…”What can you give me today?”  
On the right side of the chart we make a couple statements.  We have to meet peacetime buys. That’s the bottom line. Within the government owned base today we have some critical core processes that need to be addressed and taken care of between commercial and government owned sectors.  We also have some additional capacity beyond that. I call that “surge capability.”   I briefed this last week at the Joint Ordnance Command Meeting. We have not finished looking at this yet, but one of the things that we put forth from that meeting is that we must have some sort of mark on the wall or something to look towards.  Tentatively, we said to look at the combat expenditure part of the replenishment. There are three main parts that make up the war reserve replenishment:

1. Logistics Pipeline – items that you’re going to process and ship

2. Basic Load – what the troops take with them into the field

3. Combat Expenditure – fired items
If we take those three elements and compare that for a stockpile, alarmingly, in some cases, we do not have stocks to cover the combat expenditure. In those instances it seems to me that your industrial base must be that much stronger.  You would not want to divest that base down to bare bones so as not to support the troops in combat expenditure.  What we are doing is taking a preferred munition and trying to look at stockpile versus combat expenditure and what that would mean for the size of the base. We are starting to explore the surge capability that we need during peacetime.  And that’s where we are evolving and what you’re going to see as we start our next planning cycle.   
Also, before we throw things out the window, we’re worried about critical skills, technologies and capacities that can not be gotten back in a hurry. We talked about keeping the base active. In those cases, it may mean that we say money needs to be pumped into the budget to maintain those critical skills so they are not lost.

Chart 12 of 13 – Way Ahead: Ammunition
We’ve already talked about some of this information. What is the metric going to be? We must decide and move forward.  Replenishment – getting away from that. There is the peacetime plus some additional capacity for surge that we just talked about.  Somewhere in there we’re going to have to pursue consolidation and disposal of installations.  I believe it is no secret to anyone that we probably have over-capacity in the base.  When we talked with the representatives from ICAP on this and asked what the parameters would be if they were to buy an installation and what would they do, they said they would size their base and just meet the peacetime buy and maximize return on investment.  Over capacity is not afforded. 

Bullet four states that whatever base we retain must remain active. The next bullet discusses giving the responsibility more to the operating contractor at the installation to operate the total enterprise. And last, government oversight reduction. As we go forward in the analysis, we realize that everything that we’ve talked about here is pretty much from a production perspective.  But you also have storage, out-loading, demil, R&D capabilities and we need to look at the entire life cycle and bring it all together. We need to expand our vision, not only in ammunition, but across all services as we move forward to implement this. 
Chart 13 of 13 – What does a Joint Munitions Center Look Like for the 21st Century? As we just discussed, this chart demonstrates that we need to consider all aspects of jointness within all the services and continue to move forward in that direction. 
BG Paul S. Izzo – PEO Ammunition

I’m going to show you our organization today, but what I really want to focus on is what we’re doing in the future and what we’re doing for FCS.  I’ve got about 20 charts that will cover this and then I’m going to turn it over to Matt Zimmerman.  
Chart 2 of 20 – PEO Ammo Organization

When we started to work out the roles and missions with MG McManus, AMC and DCS and all the folks involved, we fumbled a lot in the beginning because there was not a lot of clarity in exactly what we were going to do.  I’m here to tell you that significant progress has been made. Everyday we work with the Joint Munitions Command. We’ve pretty much merged as a team.  This chart shows our organization as it looks now.  We have four-06 level PMs. We have everything starting here with Close Combat Systems, that includes mines, countermines, demolitions and non-lethal.  Next is Indirect: mortars and future systems with Excaliber.  Next we have MAS with Bill Sanville, we’re going to get an O6 coming in this summer to replace Bill, who will become a DPM.   The new 06 is the currently the Executive Officer to General Cauldwell.  She’ll start in the June/July timeframe.  Last is COL Jeff Gwilliam.  He has a big job, working with the Joint Services. Under him is a LTC who works demil and Matt Zimmerman working the Industrial Base to try and get our finger prints on the base and making sure that we fully understand the vision of the Industrial Base.
Chart 3 of 20 – Where PEO Ammo Programs Came From
As we take all these programs that came from GCS, TACOM and DCS Ammo – 191 programs – and all these dollars and add them together, how are we going to support that industrial base?  I’ll say this, in all of those programs before, when you have so many PM’s working in different directions with their programs; they are not really concerned about the Industrial Base.  They are looking for the best price and to get the product out there.  But in the bigger picture, you sit here today knowing what that has done to the Industrial Base, not paying attention to the way we do business to support an Industrial Base because of the shortsightedness of all these PM’s. We need to corral all the PM’s together and focus on the Industrial Base decision and support the Industrial Base as we go forward and do acquisitions – we need to support that Industrial Base.  Don’t anyone go back and say that Izzo said the Industrial Base is running amuck – no one is running amuck.  All I’m doing is using this as an analogy to get everyone together to support Industrial Base strategy. 
Chart 4 of 20 – PEO Ammo: Vision / Goals

The vision is that we want to get the munitions to the warfighters. The goals, and we’ve thought a lot about these, and this has become more and more important as you look at what PEO Ammo is about, is Smart Munitions. That’s the direction that we’re going.  Right now there is a lot of pressure on my organization and the folks working this, to move out smartly and get these PGM’s sorted out. As we look at the future, who knows what’s going to happen after this one. If we have a problem with Korea or Bosnia – wherever it may be – that we need those Smart Munitions to be able to pinpoint targets so collateral damage is much less.  And we need to build the confidence and the coalition or whatever we have to do by not having those casualties out there.  It’s as simple as that.   The next bullet – satisfy the customer (the customer being the soldier) and achieve excellence.
Friday night I got a call for every PEO to submit two names, and to have a batting roster behind those two names, for folks to go over and get in-country for the next 40-45 days.  I put out a note and within 45 minutes every one of my Majors (and there are six of them) emailed me back saying that they would go.  They all have families and wives that work.  All across the PEO that’s the kind of people we have.  That’s where we have to be. We have to be there with the customer - our guys in uniform.  Our people have to be out there to be a point of contact so that if the soldier has any type of issue or problem, they will have someone to go to on that problem. That is what we are doing and that is what I mean by the 3rd bullet under goals – Achieve Excellence.   
Chart 5 of 20 – Management Philosophy
On the acquisition side, I’ve talked to my guys about promoting competition via best value acquisitions.  What I’m trying to do on the acquisition side is to look at everything possible and change the thinking to see what rules have been here for ages and can be broken so we can get the equipment out there without putting a faulty product out there.
Chart 6 of 20 – Change Acquisition Mentality

What I tried to do is to work this in our groups a couple times a week talking with the leadership inside the PEO and PMs. We look at how we change and how we are going to do business in the future.  The second bullet – New Approach to Ammo Development – looks at commonality. That’s the big one.  Looking at Spiral/Block Development, Continuous R& D/Block Upgrade and Life Cycle Management.  All are important factors.  When they are working on specific programs some may or may not have applied. A lot of them are in different pieces of the ammo business. I am trying to bring them all together so we can have the advantage of the synergy of having all of these programs all under one roof.

Chart 7 of 20 – Commonality
When we start looking at commonality, this is unbelievable. Even in the Smart Munitions – seeing what we can do to share.  As we look out to the future, commonality is it.  At the end of the day when we are reviewing these programs, this is one of the big things on my list - commonality across the board.
Chart 8 of 20 – FCS Family of Systems

On the top are annexes for the FCS ORD. What this all boils down to is all the pieces that are going to support the ord and how we fit in all these different places. The complexity that we have here shows that we all support the FCS as the most important priority for the Army right now, whatever they need. There are hundreds of people that they need to do the RFP’s and the source selections and the tech and IPTs and the whole gamut of things that they have to do. They are pulling the best people we have out of PEO ammo. They come down and say they need four or five techs, and we give them the best folks we have. And that is across the board with all the PEOs to support this whole piece.

Chart 9 of 20

Let’s take a snapshot of the FCS and give you a visual of what is going on.
You have the Lead Systems Integrator for the Future Combat System. These are things that have emerged and are on the vision of how they look at the FCS.

Chart 10 of 20 
How do we support PEO Ammo?  Although you have all these programs on the right side of the chart for PEO Ammo to support, for time I’ve only taken the top ones and highlighted them.  I’ll just talk about PEO Ammo support.
Chart 11 of 20

Mid Range Munition Block 1 FCS Lethality.  Tremendous capability. You’re firing out of a 105mm or a 120mm precision munition. You’ve got an eye on the target and you’re using a laser to laze this in.  Somebody said in a meeting the other day that this isn’t rocket science. One of the technicians from ARDEC said, “No, it’s a lot harder.”  Because when you start putting on a scale the speed of that round coming out of that gun tube and trying to hit a target at that speed – that’s a significant technical challenge.  But that’s what we are trying to do for Block I – get this round out there. We’re having some funding issues but we are working on it real hard.
Chart 12 of 20 - XM395 Precision Guided Mortar Munition
Also tremendous capability. You can see here as outlined in the bullets.
Chart 13 of 20 – PGMM Operations
This chart explains the PGMM Operation. You can see the glide and the precision capability.  We are funded for this and this will be in the Block I FCS.
Chart 14 of 20 – Excaliber
The biggest thing is the GPS and Inertial Measurement Unit (IMU). Technically, we’ve had some challenges and we’re doing some tests next month to see if we’ve met those challenges. About three months ago, I was ready to put this back in the tech base. I didn’t think we were there technically yet and I think what we were telling the folks may have given some inappropriate expectations.  But, after going through this and relooking and lowering the bar on what the requirements are and working with the user, we have a path forward for Block 1 and will be able to fire this in FY06 out of lightweight 155mm. Then we’ll meet the FCS requirement in 08. Technically, when you’re coming out (12 to 13 thousand g’s out of that tube) it was very difficult to find a producer or even to find in the R&D world that IMU, the GPS to be able to withstand that impact.  We’ll go top the next chart and I’ll show you how this thing works.
Chart 15 of 20 – Concept of Operations

When this is fired out – and this is the 155 here – when this is fired out it starts to rotate and it will pick up a signal from the GPS. It will have a GPS acquisition track and it will come in, the canards will come out, and it will glide to the target.  We are talking a distance here of 40 some kilometers to do that coming out of a 155. This is just unbelievable technology. The important piece here is that wherever they tell the system to target – it’s going where that system tells it.  So it’s only as good as the system that is putting the digits inside the electronics that automatically go into the nosecone of that round. Then it will come out in the GPS and be able to hit that target. 
Chart 16 of 20 – IMS – Intelligent Munitions System
This is the way we are going to do mines in the future. Mines are kind of a difficult description because this thing does so much more.  It’s an integrated system of sensors. I’ll show you this on the next chart.
Chart 17 of 20 – Key aspects of IMS

Here are all the things that this munition system does.  You can see the physical: small, lightweight. You can put it out by cannon, by hand, by missiles or ground vehicles.  You can turn it on or off, discriminating. If it’s on and you have Humvees come by, it will sit there and wait until the sensors will pick up a larger vehicle that you want to fire on and it will do that.  It is Reconfigurable, Self-Marking, Scaleable…it just goes on and on.  You can take these things if you were going down the line and into an attack and you want to protect an entire right flank – you can put these things in and then you can turn them on or off, or you can just use them as sensors if something is coming through and make a determination if you want to activate them.  This is a tremendous capability.  We are looking for Block 1 in FY08.  This is a very difficult process with the funding.  We have fought and fought and fought, and we have about 10 million dollars with a 24 million dollar bill just this year. So we are going up there and working it because what we want to do with all these requirements is to go to a contract. We are trying to get two contracts to work these kinds of issues.  So, it is a dollar issue.  What happens is that when you go up and ask for these dollars, they have a priority list, and way back when all of these systems all came to the table, every one was a TR Level 6, which you had to be to come to the table.  Well, as it gets later and later, some of these aren’t exactly where they are supposed to be so you’re going to use more funds to help bring them along. When you do that, the line keeps getting higher and higher because you are using those funds. Hopefully, this isn’t pushed below the line. But, it is a requirement for the FCS and we’re still working the dollars.
Chart 18 of 20 – 40mm Airburst Munitions

The last system I have here is the 40mm Airbust Munitions.  I don’t know if anyone is familiar with this, but again, another tremendous capability where you put the laze out there and the digits and it will tell you where that target is and put the digits into the nosecone of the round. It fires out and will burst above the soldiers – no more hiding behind the covered wagon. This gives you a tremendous capability for lethality.  You can daisy chain this. I think they call it a “string-of-pearls” where these things can go off at different levels when you fire so that you can cover a wide area and get much more lethality.
Chart 19 of 20 – Transformation: Artillery and Mortars

For time, I’ve only taken artillery and mortars. But, this shows what is going on today with the Current Force and with Interim and Objective Force.  We have to look across the gamut. Right now, there is a lot of focus on the Objective Force because when we start doing these munitions, who’s going to LAP the Excalibur?  Who’s going to work the PGMM?  Where is the industrial base for that or for the other munitions that we have? We have to start planning for that now. I can’t come in on Monday and expect you to do it on Tuesday. All the tooling and how it will all work out, investments, training, all these things must be worked.   

So what I’ve tried to do is give you an appreciation of PEO Ammo and the Joint Munitions Command.   We’re trying to work this and get all the smart guys to plan as we move forward.  It’s a difficult challenge but it must be done.
Chart 20 of 20 – Our Munitions Goal

The munitions goal is to look across the board. The more I sit on the FCS side, these are all of the things we have to look at, even the training ammo.  What kind of training ammo are we going to have to do this and how will we support it?  The Industrial Base Plan - are we going to plan upfront or are we going to put plugs in and out?  Are we going to plan for demil?  Can we do something smart in demil with this ammunition?  These are the kinds of questions we are asking. “Environmentally friendly” is also an issue.  MG McManus talked about some chemicals that are out there today. Where are we going to be if we need those chemicals? Should we start right now to understand that?  Whatever it is, whatever the chemicals are, how are we going to do this?  The good thing is that between the ARDEC folks, MG McManus’ folks and my folks, it’s all one team. If you could hear some of the meetings – even with the Industrial Base (although it’s not on ammo) – the dialogue and the friction that goes on.  Everybody is asking questions and we challenge each other. It’s all working and we’re coming up with the best possible path forward.  
That’s where we are today.  I hope that at each ICAP I can give you an idea of timelines, where we are, and the challenges that we are facing.  

Matt Zimmerman – Ammunition Industrial Base Management

Chart 2 of 17 – Industrial Base Management
What I’m going to do today is give you some insight on where we are with Industrial Base Management within the PEO organization.  This first chart reviews our Mission and some of our key responsibilities. I want to point out how we are going to integrate Industrial Base Management. What I mean by that is that we are going to take production base planning and management, technology based development and transitioning into production and put them together and make informed decisions. We are going to try to optimize decision making that affects the preparedness of the Industrial Base. 

The key to our responsibilities is coming up with an overarching Industrial Base Strategic Plan which we will be working hand-in-hand with the JMC. But it addresses all of the services needs. We’ve really tried to come up with the right size strategy to address specific goals, metrics and objectives so we can measure how well we are doing.  I’m going to show you where we are on that issue. We also have the Section 806 authority to restrict procurements to the NTIB (National Technology Industrial Base).   I’ll also cover the process that we’re taking to review procurements that come into us and make decisions whether or not to restrict.  And also, we plan, program and budget for the TAA activity two for production base as well as the RDT&E.  A lot of it is managed out of BG Newman’s office.  He will have a lot to say on that.
Chart 3 of 17 – Key Industrial Base Challenge
This is a quick picture on the myriad of challenges we have in the Industrial Base. What I want to stress to you is that as we go over time, we’re going to see a transformation into more advanced munitions. We don’t know the exact mix just yet, but we know we are heading there. We know we are going to have smarter, better munitions - better in the sense that they are more lethal and more accurate.  Intuitively, we know we’re going to have a reduction in the footprint of the Industrial Base to accommodate those munitions because they’re going to have lower rates of fire and be more expensive.  So over time, we’re going to have a reduction in quantity as technology goes up. We’re going to have to balance the affordability and preparedness of the base to accommodate that. Surely we’re going to have a lot of the legacy systems out there from a training perspective and even in the field. We know this is a huge challenge to plan how we are going to set up the Industrial Base to handle this influx of high-technology, and the business decisions that come along with higher priced munitions.
Chart 4 of 17 – FY03 Industrial Base Funding ($K)

For production base support programs we’re at about a 70 million dollar level. The dark blue is BG Newman’s life cycle pilot processing RDT&E to help us transfer technology to the Industrial Base.  From a Congressional plus up perspective, about 8 million dollars in support programs. Congressman  Frelinheiser was a real advocate in the money going into the Life Cycle Pilot Processing, again focusing on manufacturing technology and transitioning. 
Chart 5 of 17 – Ammo Production Base Programs 

I’ll just quickly cover each of these pieces.  
Industrial facilities – this is the funding primarily used to upgrade facilities that we have, GOCOs that we have out there.  It also helps us address any operating costs that arise due to not enough revenue going into the GOCOs.  
Layaway of Industrial Facilities – this primarily tries to put facilities, production lines, or overall facilities into a reserve status based on historical replenishment policies. The hedge on that is that we will eventually need those capabilities.
Maintenance of Inactive Industrial Facilities – it maintains those facilities or production lines that have been put in a reserve status. A lot has been done here to help decontaminate the items before we can dispose of them.
Armament Retooling and Manufacturing Support Program (ARMS) – This started up in 1993, and many of you are players in that.  Its primary purpose is to generate revenue on your GOCO facility to help reduce operating cost.
Chart 6 of 17 – Strategic Planning Approach

We’ve identified our vision and characterized metrics on how we are going to measure as we go forward – all based on a series of brainstorming sessions and dialogue. We’re trying to approach the industrial base problem from a business sense and do what makes sense.  We’ll lay that all out and if for some reason, politically, it’s not going to happen, at least we’ll know that we laid out what made sense.  We’re establishing where we are now and characterizing the Industrial Base. First, looking at what our requirements are, what is in the Defense Planning Guide, and what is needed in the war reserve.  We’re looking at what capacity, capabilities and technologies are necessary to meet the current requirements. We’re looking a step further at some of the munitions that BG Izzo showed you to include some of the other services’ munitions.  What technologies are going to be required to address those items?  We are collecting all this information. As you can imagine, it’s pounds and pounds of data that we are generating and papers that are stacking up very high.  Through an interim process, we’re establishing where we are and where we want to be and we’re coming up with strategies on how to get there. Throughout this process we are using a very disciplined, methodical way using 6 Sigma Principles to identify our ideas, our metrics and our strategies. 
Chart 7 of 17 – Industrial Base Strategy Scope

This chart gives you a snapshot of our vision, strategic goals and the strategic plan we are working. It is a common theme on the vision to be responsive, flexible, and to address all requirements. One key point, we definitely want to rely, to the maximum practical extent, on private ownership.  
Our strategic goals are to transform, modernize, balance risk, operative efficiently and effectively and incentivize industry. We want to come up with ideas to make you want to reinvest in your own equipment and facility to make you more competitive, give you a higher profit margin and also give us a better quality product in the end.

The strategic plan itself is a dynamic plan that is going to change annually. It’s a moving target, but we want to get all our thoughts together, document it and release it so people know where the government is going and what they are thinking.  A key point is that it’s integrating the industrial base considerations into the acquisition process. That’s one of the key benefits of the PEO. We’re not a PM. We’re not cost, schedule, performance – period. We have to look at it from an overall perspective and do what is right for the warfighter and for the nation. And that is what we are going to do. These are some tough decisions and we’re not going to make some PMs happy in some cases, but that’s one of the purposes of the PEO. 
We want to ensure the Industrial base response to the current time, as well as the future.  Also key is that our investments, by virtue of all the money flowing through the PEO, be aligned to those facilities that we plan to utilize and not be put on facilities that we’re not going to utilize. Part of this plan will include the Right Sizing Plan. 

Chart 8 of 17 – Industrial Base Ammo Facilities

Just a quick look to show that we are covering the entire family of munitions from top to bottom in line with what JMC has been doing on their production base report plan, and for all the services.
Chart 9 of 17 – Industrial Base Metrics

Here are the metrics. The key to any successful plan is that you must be able to measure how you are doing.  We’ve categorized these into two different levels of metrics.  Level One is what you’ve seen historically on production based readiness where you have C1, C2, C3, and C4. Where you can gage the risk associated with the base in delivering the particular product.  The next level we want to go to is more from an acquisition and engineering management perspective.  
Level Two is where we look at the operating cost at the plant and percentage overhead at the plant or at the COCO itself.  What lines are we utilizing? How ready is that manufacturing equipment?  We get into some 6 Sigma capabilities.  What is the Scrap rate?  How well are we managing the process variability?  Customer Satisfaction – we want to know how well that particular facility or company is doing on delivering product.  We also want to reverse it as well and find out how well the government is doing in responding to industry.  This is a two way evaluation ensuring the government is being open and clear with the direction it is heading.   Environmental compliance is also a very key piece. Whether we keep the GOCOs or transfer them to industry. We have to understand where we are environmentally. It’s good business sense to know the conditions of your operating grounds. Single Source Components, Number of Stage 3 Critical End Items and Work Force Skill Retentions round out the list.  It’s a lot of metrics – more than I wanted – but it’s only about half of what we had before we throw things out.  I think it captures a good breadth of the Industrial Base and how we’re going toward better performance.
Chart 10 of 17 – Example: Strategic Goal/Objective Strategy
Examples that will be in the Strategic Plan…For each goal that we have (and we have five goals) we have a series of objectives.  With those objectives we have a series of outcomes and then we have a series of measures (how we’re going to measure that particular outcome from the objective to the goal). Without going through this elaborately, this shows the logic of how we move through this process.
Chart 11 of 17 – Strategic Plan Strategies
This chart gets into more strategies.  This is still a work in progress to get us to a Strategic Plan.  
Chart 12 of 17 – Ammo Plant Ownership Divestiture Pay-off

Now a couple of controversial charts…we talked about divesture, and what I want to get out there is a chart that gets dialogue.  These were some of the bullets that have been briefed in the past about why even go about divestiture. Based on any Business Case Analysis, the inputs that go into it will determine the outcome. That’s the point I’m trying to get across here. In principle, by divesting and letting industry own and operate, it forces them to incentivize on their own and make themselves more efficient, more competitive and reduce the operating cost to the government in the long run. 
Revenue from Sale Applied to Environmental Remediation: This is probably the biggest difference in what the AMC BCA showed versus what RAND showed.  RAND indicated that environmental costs do not have to be paid up front. They can be carried over in the contract. And, you may just want to give away the property and let that money, if they would have bought it, go into environmental remediation over 20 years, versus paying for it up front.  As MG McManus said, they are on opposite ends and there are different views.  
Chart 13 of 17 – Ammo Plant Ownership Divestiture
This chart just gets into what I was discussing.  I am a strong believer that anyway we go, we must do it strategically and it must be factored into an overarching strategic plan so we don’t just walk one way and march the other. Regardless of what we do in the future, we definitely have to get away from the bureaucracy that we so painfully have experienced in the past.
Chart 14 of 17 – Section 806 Public Law 105-261
I know I’m behind schedule so I’ll quickly review these next couple charts.  I think you all know the requirements within the public law.  It is outlined on this chart.

Chart 15 of 17 – Current Section 806 Determination Process 

How we are going about that process…the acquisition plans and strategies are fed to PEO Ammo where we review that procurement approach. That’s really what we are accessing – their procurement approach. To do that assessment, we’re looking at the old DoD 6000.60 and three of the key pieces out of that document. And then we look at two other pieces.  Does the acquisition or procurement approach place unacceptable risk on the NTIB? That’s really the crux of it all.  If it does not, we proceed on it and issue the Section 806 that the plant procurement is acceptable and places acceptable risk on the National Technology Industrial Base.  If it cannot be resolved between PEO Ammo and the particular PM, that’s when it gets raised up to Mr. Bolton, who will make the decision on the Section 806.
Chart 16 of 17 – Section 806 Watch List

These two columns show what we consider Critical Risk Items that were generated by DCS Ammo. We’ve modified them and are working this further from JMC to DCS Ammo.  The ones listed on the left under “Critical Risk” are the ones where we need to have government intervention right away to protect the Industrial Base.   The ones on the right under “At Risk” are the ones we have to monitor closely to ensure that decisions are made to properly place acceptable risk on the NTIB.
Chart 17 of 17 - Conclusions

In conclusion, a key point that I mentioned early on, is that we are factoring in the Industrial Base within the PEO and in the acquisition process for the single manager for conventional ammo.  That is key – we are looking at it from a holistic perspective, not just from a PM perspective. The Strategic Plan will be the investment strategy that’s the guide on how we will do business with industry. Both the JMC and PEO are collaborating. We want this ammunition enterprise management to work and we’re going to do what we must to make it work. Section 806 is within the PEO and we’re going to utilize that to the maximum extent to ensure the Industrial Base is prepared.  And the last bullet – SMCA responsibilities have been successfully transitioned and we’re working well together.  
Dennis Brogan – Munitions Readiness & Production Delinquencies

Chart 2 of 9 – Army Munitions Readiness

I believe all of you here are familiar with the Munitions Readiness Report.  This is the 31 December report looking worldwide at how many rounds we have in inventory versus the requirement. What you’ll see on this chart are the families of munitions that have been grouped together and you’ll see colors ranging from green, amber, red and black.  This will tell you how well the inventory is stocked compared to the requirements. The big blocks are current status and the four smaller blocks provide a forecast for 6, 12, 18, 24 months out.  Finally, you’ll see letters in some of the boxes that are S, R, Q, and B.  Those letters are the real drivers for the color that is assessed for each item.    
Chart 3 of 9 – Munitions Readiness Rating Drivers

On this chart, let me talk a little bit about those drivers:
“S” is on hand quantity - basically, how many items we have in inventory, less the requirement. This is the key driver, I believe, for the production area because this is really getting into the point of whether we have  produced, or do we plan to produce significant items to get our inventory level up to requirement?
“R” is serviceability – we may in fact have bought the items and it may be in the inventory, but it’s not serviceable and perhaps a maintenance program is required. 
“Q” is quality – an indicator which addresses the restrictions and suspensions, but also lets us know how much confidence we should have in our inventory assessment. 
“B” the Industrial Base Assessment -  Does the Industrial Base have the capability to produce the items we need for inventory?
Chart 4 of 9 – Munitions Readiness: Analyses – Corrective Actions

Taking those four drivers (S, R, Q, B) and analyzing each of them, some of the schedules and some of the documents and programs that you need to look at are addressed on this chart.  What I’d like to do is focus on the “S” for this presentation.  Delivery Schedules – when are we going to get the items into the inventory thus proving our readiness stature?  Also, we look at the Distribution Schedules. We look at the worldwide picture. We may be looking good on an item, but then if you look at specific geographical locations, we may have problems. So perhaps a redistribution of the available inventory, geographically, may be the answer rather than additional production.  And finally, we look at Demil as a source of supply. Perhaps a procurement program to demil some items will provide us required components to produce additional items for the inventory. 
Chart 5 of 9 – Munitions Readiness: Analyses – Corrective Actions 

This chart is focusing on the delivery schedules. Traditionally, when we look at production schedules and delinquencies, we are forecasting what we have scheduled (and that is considered the “Green” – production schedule).  If we have not in fact gone beyond a delinquency period, but we anticipate we will, we code that one as “Amber” and forecast that we’re not going to meet the date. Once we slip that date, we then code it as a “Red” program.  So that is the data that is available to us in the system and this is how we have traditionally looked at this information.

What we are going to now is taking that information and applying with it the S-3 and S-4 Ratings (those programs that are “Red” or “Black” because we do not have sufficient inventory in the stockpile) and combining those two pieces of information to take a look at what we can do on certain items.  We are doing this with the Army and we are starting to work with the other services to look jointly at production schedules and delinquencies. My next three charts will take those items that the Material Readiness Report told us were in bad inventory posture and look at the “Amber” and “Red” production programs associated with those items.
Chart 6 of 9 – S-3 / S-4 Items: Medium Caliber

The first item here, 30mm HEDP, is produced by ATK of Minnesota. This item is 

S-3 throughout the entire 24 month period and we don’t anticipate it getting any better than S-3 over the next 24 months.  As you can see, there is a shortage of 800K with 53.3K due in from production.  This program is coded Amber today because the program was supposed to produce this month, but will in fact not produce until August 03. The reason for that is due to a huge design problem at the beginning of this program. We believe that has been overcome and First Article Test is scheduled for this month (February 03).
The second item on this chart is the 40mm and three sub-items.  Basically, these items are okay now, but over the 24 month period they all go to S-3 or S-4.   These items are produced by three of our small businesses and two of the three have had start up problems which we are trying to over come and get them back on schedule.
Chart 7 of 9 – S-3 / S-4 Items: Small Caliber

On this chart we have Small Caliber.  I’d like to address all of these at once rather than individually.  Basically, our Small Caliber program at Lake City has had some quality issues and the SSRA was part of that.  Of course you see the word “Link” up there a lot. We’ve had the issue of reestablishing the new capability.
Chart 8 of 9 – S-3 / S-4 Items: Miscellaneous

The final chart of items addresses miscellaneous items.  White Cluster and Green Cluster Signals produced by a small business firm. Our systems have identified them as delinquent orders: Red and Amber. What we have done in this case is that we have put year-end money on top of the existing contract. The way the system is set up, that is not a ping on the contractor, it’s just the system. The money has been obligated and the expenditures have occurred. 
The Hand Grenade listed here…we were eight years out of production on this item. We’ve had some problems with the body and the detonator, but we seem to be out of the woods and expect production to begin in March.  Finally, the Simulator is okay now, but it goes to S-4 within 12 months because of additional training requirements. This is an item that we have made before but we’ve had a protest on it.  
Chart 9 of 9 – Summary

In summary, we’ve taken the Munitions Readiness Report – looking at the S-3 and S-4 items (those items that have insufficient quantities in inventory) butted that up against those that our production systems tell us are in trouble and have correlated the two together focusing on those items to get them back into production so we can justify additional funding be applied to these items that are shortfalls in the inventory.

Eric Guerrazzi – Fuzing Acquisition
Chart 2 of 12 - Agenda

Fuzing Acquisition is the subject matter for this presentation.  Watching all of the reorganization that’s going on and the acquisition reform, I thought it was time for a fuze supplier to get their digs in. Not everything that I’m going to say here is going to be received well, but it’s really a concept for how I think the acquisition strategy that’s predominately used in the fuze base can be modified slightly to 1.) stabilize the base; 2.) provide the opportunity for more investment and more competition between the remaining players in that base, and;  3.) ultimately end up with more reliable, more flexible fuzing for our weapons systems.
Chart 3 of 12 – Fuzing Acquisition

There are two acquisition strategies that are used for fuzing today.

The first is Indirect, where the U.S. government contracts with a prime contractor for a weapons system – in a box – you deliver it and it meets a certain requirement and a fuze just happens to be an integral part of that. There is still extensive involvement from the U.S. government as it relates to the safety of fuzing. Prime contractors, at least the ones that we work with, all have some people within their organization that are very familiar with fuzing who interface with our help to the safety boards. When the end product is delivered, it meets a spec and the U.S. government is happy with it, then we go into production. 

The second method is Direct procurement from the DoD.  Most of the acquisition dollars are funneled through direct procurement, primarily in artillery cannon, mortar and on the Air Force side, bomb fuzing is all procured direct.  Occasionally there will be some foreign comparative testing, or we’ll procure something that is NDI, but for the most part, it is a competitively awarded development program. The government owns the data rights and then periodic competition to that data pack for production. That’s where I want to focus the pitch today, on how we can improve this direct procurement to the benefit of all parties concerned. 
Chart 4 of 12 – Direct Fuze Procurement

Direct Fuze Procurement has some benefits and in this chart I tried to be ecumenical by showing perceived benefits to the government and also benefits to the contractor. There is no question that you can achieve a lower price in a build-to-print competition between players in that marketplace.  The government owns the technical data pack so if a fuze supplier goes belly up or decides to no longer remain in the marketplace, it’s very simple to take that intellectual property and recompete it with somebody who is remaining.  There has to be extreme direct involvement by the part of the government personnel in the Direct procurement – similar to what the prime contractor is doing because the government is serving in a systems integration role where there is a somewhat explosive warhead someplace that is going to be fit with the government procured fuze and the desired effects at the system level realized.  So, it takes additional skill to perform that system integration function.
Drawbacks with direct procurement…no single supplier is responsible for that system level performance.   You end up, on occasion, with interface issues that have to be worked out over time. Build-to-print competitions (and I didn’t pull any punches here) strip profit, discourage investment and reduce market entry barriers to marginal suppliers.  I felt very strongly about this. My brethren in the fuzing market, who I ran this by, also agreed and I’m going to expand on that further on in the presentation. But, it is our opinion that strict build-to-print competitions are going to ruin the fuzing industry if they are used indiscriminately. Changing suppliers can cause an initial drop in quality. In some cases, it’s been a situation where the new supplier could not produce and that caused great consternation to the customer.  
Chart 5 of 12 – Direct Procurement: A Different Approach

This graphic is designed to show you that production, whether it’s ammunition or fuzing, that is our life blood in industry.  Without production we can not generate the profits that go into R&D. We can’t pay for new facilities and capabilities. We can not attract and keep the kind of work force that now has the expectation of a very high level of benefits.  Production is the bedrock that everything else gets built on.  Fuze Development is a skill that whoever remains at the end of the day in the fuzing market is going to have to master. It can not be strictly a production house waiting for a data package from the U.S. government who has designed the fuze. In the past, all fuzes were designed by the U.S. government and passed off to industry to build.  That paradigm is dead. It will never return.  But, there are vestiges of the organization that proliferated that through all services with people who only feel comfortable in that environment and don’t want to abrogate the responsibility of performance to a spec to a contractor. Because, by definition, we are incompetent, profit driven maniacs.  
Chart 6 of 12 – Science and Technology Programs

I want to start with science and technology because as you saw in my pyramid, the small amount of S&T funds fuels product development, and then fuels production which results in a healthy fuzing industrial base.  There needs to be government funded research for those technologies which will not be introduced in the products for five to ten years.  A good example is Nanno technology and Mems. Those things are of great interest to me because they will eventually become key components in fuzing, but they are not going to result in production within three years. Consequently, I can not justify an investment to my corporate owners because there is no return on that investment in the short-term. If I can get them to think three years ahead, instead of one quarter, I’m doing really well. That’s the role the government can play in putting seed money out there in gathering technology and helping to refine it, working with partners in industry to get it to a risk level that is appropriate for use in a development program. All the methodology for adapting this to fuzing is in place. There are technical roadmaps being developed. The infrastructure at ARDEC for the Army is in place and we’ve got great working relationships. The only thing that is missing is funding.  The science and technology budget for warheads, as well as fuzing, has been absent for the five years that I have been in this industry, and that’s a shame.
Chart 7 of 12 – New Fuze Development

The area where I think we need more competition is in the area of new fuzing development. Here is where I want to introduce the procurement philosophy that is being used for a lot of our complex weapons systems.  Let’s pick one that I happen to be involved with, the Small Diameter Bomb for the Air Force.  The Air Force is one of the services who no longer want to be a procurer of fuzing. They want a system integrator to assume that responsibility. So, for Small Diameter Bomb, they entertained proposals from three parties and then down-selected to two who are going to go through a period of what amounts to advanced concept demonstration. At the end of that period there will be another down-select based on the guarantee for an all-up production price, performance on the program and characteristics (how close you come to the requirements). During that period of time, there are a couple of things that are happening because the Air Force has pretty much said that when they down-select, the selectee will have production for as long as they buy the item, provided you meet your all-up production price, your quality is satisfactory and the schedule is met.  So there is a set of metrics divining their performance – and oh by the way – as long as you meet their production price, any changes that the supplier introduces that reduce the cost, you get to keep that profit. That’s the return on your investment.  Are these companies investing their own money?  You better believe it.  We’re talking about 150,000 of these Small Diameter Bombs over 10 years with nothing but an up side.  That’s what stimulates competition - the promise of sustained production as long as you meet the government’s expectations for cost, schedule and technical performance. In a nut shell, that’s what I am proposing for fuzing – that if we care enough about it, if we want to sustain a viable base – then pick the people who have the best ideas on how to take fuzing to the next level. Minimize your risk by running them side by side. Give both parties an incentive to show what they’ve got and then when you’ve reached a production stage (next slide)… 

Chart 8 of 12 – Production 

…don’t have that period competition which gives us a window of three to five years where we can never see beyond that. We never know if we’re going to have production or not past that point in time. There is not an opportunity to introduce new technology, reduce cost and improve performance. 
The example that I have to use is a fuze procured by Rock Island. Every time the Navy buys it, we beg them to let us put some new technology into the fuze because any time the local radio station is blaring on a good day for environmental conditions, there are early bursts.  Every single lot we’ve ever shipped has to have waivers associated with it because of the fact that it was designed 25 years ago. You can’t get the components and the resistors are stood on end on the printed circuit board.  I have offered to throw the data pack away and asked for them just to give me the opportunity to re-lay the board out and surface mount components. Funding issues, fear issues, whatever they are, won’t allow that to happen because the Navy is procuring to a data package and that is bad for everyone.   
So what can go wrong if those metrics that are established for the long-term production source?  There are small caliber contracts that are for 10 years plus.  Why not do the same with fuzing?  Give me 10 years to recoup my investment.  Let me define investment…Investment is not what you give up in profit to win a build-to-print job.  Investment is money that I spend for new technology that gives me a return over a period of time, and places me in a better competitive position in the future.  That’s an investment. Not low balling a bid and trying to eke out a one or two percent profit on a job just to win it so my factory is filled for the next few years.   Put those incentives in the contract. There’s an incentive that I get to keep the profit if I reduce the price and raise performance levels to some degree. That’s what is going to make me spend my own money.  In the event of a competition, whatever intellectual property I own, I would be wiling to forfeit. If I don’t meet your expectations, you own the data package. You can then go out and get someone else to build it and I’ll help you. But now, my fate is in my own hands and that is important. 
I mentioned Small Diameter Bomb. The Joint Strike Fighter was another case where there were billions of dollars involved taking two suppliers with all-up unit production price goals and performance goals to the point where the service could say that this is the one I want to go forward with and we’re not going to take the data package for Joint Strike Fighter and put it on the street for competition. If it’s important enough to sustain a supplier for Joint Strike Fighter, it should be important enough for a fuze, which is the only reason that a warhead explodes, and that is what we do. We put ordnance on target.

Chart 9 of 12 – The Government’s Role in Fuzing
I briefed this a couple of places already and the push back I get is that if we do something like this – if we, the government, put out a specification, we lose control. Our engineers lose design specific experience that they need to be able to judge whether or not we are doing our job. My counter to that is…use the model for guided MLRS, for any of the weapons systems that are procured as a system to a spec. There is still in-depth oversight by the fuze safety boards and subject matter experts in the service that guarantee you’re going to get a product that has a high probability of being safe and effective. 
As the bullets outline: Acquisition Management is a necessary skill that is being consolidated in PEO Ammo  much to the benefit of the base. Safety assessment and oversight, Prime contractor supervision and intervention, Service wide coordination of short, medium and long-term fuze requirements.  The mortar fuze that we do for the Army has got a proximity sensor in it where the size is now shrunk to my thumb.  The Navy is using proximity sensing technology that is three circuit boards stacked on each other with vertical parts. Why should that condition ever exist?  If the U.S. government pays money to develop something one place, it should be migrated. There has to be joint cooperation to make sure those development dollars get leveraged.  A technology roadmap is extremely important because we have to know – we the industry – where to invest our money in the future. 
Chart 10 of 12 – Effects of Reform 
The effects of the type of acquisition strategy that I suggest are well known because they have already had the desired effect on Boeing, Lockheed Martin and Raytheon, who are the big three who compete for the majority of the weapons systems programs.  Stabilization means that you’ve got enough of a revenue stream that you can count on in the future so you can justify investments and technology and human resources. We need that in fuzing very badly. It stimulates competition because you are running the companies off against each other when they have the opportunity to show you what they’ve got. Give me a spec and let me show you how we can give you a solution that meets or exceeds it at the lowest possible price.  Don’t hand me a data pack that no matter how much I study it, I’m going to be surprised at First Article Test.  Those investments are paid for by that long-term consistent production.  This paradigm awards good performance and drastically penalizes poor performance. We’re taking the job away from you. Your intellectual property is now ours. You can not doubt that there will be some major CEO involvement if you ever get close to that point in time when you’re talking about 9 or 10 years of consistent, profitable business.  Finally, multiple fuze designs going down the path at the same time. If anyone falls off it’s okay because there is a backup. 
Chart 11 of 12 – Summary

There are bits and pieces of good things going on.  I don’t want to imply that there are not, but for the most part, build-to-print competitions invite that churn. If I do win, I have to do it at a price that isn’t profitable. I am therefore, after the government all the time for changes in scope and defective data packs.  And, of course, it discourages investment because I never know over that horizon whether it’s going to be me or the other guy.
The new model I suggest is already in existence and I think is already being used very successfully. It encourages the type of cooperation that we have to have with the government for everyone to benefit.

Chart 12 of 12 – The Next Step 

There are opportunities in the near-term to adopt this philosophy. I put a couple of them on the table that are very close to being bid. The Elector-Mechanical Hand Grenade Fuze for the Army, the Low Cost MFF for the Navy, Low Cost Competent Fuze for the Army and Self Destruct Fuze for the M864, all are multiple technologies and there are multiple people out there who feel that they can provide the best solution for the dollar.  With a new acquisition strategy, the government can insure themselves that that is exactly what they get. Does it cost a little more?  In the short term it will, in the long term it will not. Is it more work for the acquisition specialist?  You bet it is.  Is it work that hasn’t been done before?  No, somebody knows how to do this effectively. The dollars involved are, in order of magnitude, smaller than the programs that have already proven that this can be done effectively.
Eric Guerrazzi - Next Section of Charts: Self Destruct Fuze Status 

Charts 14-25

Let’s stop at this slide and not go any further.  I do want to talk about Self Destruct Fuzing. Any time the subject of fuzing comes up, the question is always raised, “Where are we on Self Destruct Fuzes for submunition grenades?”  I want to give an overall view to this group because there may be some things that you don’t know. Regarding the specifics about individual offerings in this market place, we made a collective decision not to present those here.  The reason is that I can not talk about a self destruct fuze without being passionate about it.  My other fuze suppliers who are not here, but who also have offerings in this market, can’t do the same.  So, I don’t want and the ICAP Leadership does not want to give a perception that I’m getting access that they can not.  So, if you have specific questions about my program, you may contact me.  BT Fuze is also doing an offering in this market place.  Joe Homko is their president and I can give you his phone number. Alliant Techsystems is teamed with IMI to do an offering in this market as well.  I can get you Mr. Larson’s phone number or you can get a message to Al (Calabrese) for specific questions.  Just to make everyone aware of the issue: submunition grenades are dispensed from cargo rounds, whether they are naval gun fire projectiles, artillery rockets or artillery shells. They are an excellent area denial weapon in that you don’t have to be accurate with it to inflict damage over a large geographic area. A standard MLRS round has in excess of 500 of these grenades that are dispensed from an altitude of about 3000 feet. They are dual-purpose grenades in that they have a shaped charge associated with them and also fragmentation effects. So they are good for lightly armored targets and anti-personnel. Many humanitarian organizations in the world are dead set against the use of submunitions for one reason. The fuzes that are used on the grenades in U.S. inventory to date are very simple mechanical impact.  There is a ribbon that deploys when the grenade is dispensed that unwinds and a screw that allows a spring loaded slide to move a detonator into position. When it hits the ground, there is a weight that drives the firing pin into a detonator that then blows the grenade. The problems occur when the ribbon pulls off in the violent dispense event or the grenade is hung up in a tree (those ribbons are wonderful for hanging up in trees).  Or, they fall into a sand dune or a snow drift, or into mud and the impact from that contact is not sufficient to detonate the fuze.  Dud rates during Desert Storm were significantly high. There were 25 U.S. and allied fatalities from unexploded grenades. That was something that got a lot of publicity and it initiated the effort to come up with a fuze for grenades that was both affordable and resulted in a functioning rate greater than 99%. When William Cohen was Secretary of Defense, he issued a memorandum that said that all new munitions that use cargo rounds will have a fuze that has a 99% or higher functioning rate.  All of the fuzes that are currently in an early production or development stage have the ability to neutralize the fuze, even if the primary mode does not arm.  When I say neutralize, that means if the grenade has armed, the self destruct feature will blow the grenade, the high explosive, fragmentation (all of the effects you would get from a normal detonation). But, if the grenade has not armed, it will destroy the fuze slide assembly and make it so you can not detonate the high explosives unintentionally. That’s called non-hazardous duds. There is a big disagreement over terminologies and what’s required: unexploded ordnance versus non-hazardous duds, versus hazardous duds.  But in the end, what you don’t want is a soldier tripping over it and detonating it. Or, a child picking it up and swinging it around as a toy and detonating it. So, non-hazardous duds are the minimum that you should get for this type of fuze.  
I said there are three suppliers in this marketplace chasing essentially three different programs. 105mm artillery cargo round, a potential recap program for M864 155mm rounds and a payload for the guided MLRS System.  About 40% of the rounds that Guided MLRS will procure will be cargo rounds. The other 60% will be unitary war heads.  All of these programs are in some stage of competition. Guided MLRS is a little bit complicated because the PM is also introducing foreign comparative testing.  There is a Giat team with a pyrotechnic fuze that is competing for that business. And some people in Huntsville would like to use an improvement of the standard mechanical fuze without a self destruct feature in that rocket.  So the status of this program is, I think, positive in the fact that there are multiple people trying to solve this problem. They all have excellent concepts. They are all reputable companies.  Eventually, within the next 12 months, someone will be in production with a self destruct fuze that achieves that 99% or greater reliability.
Sector Updates
Bill Roman – Demil Industry Update

Chart 1 of 2 – Generation FY02
I’m going to talk about all of the services in regards to who contributed what to demil last year. This is fairly a low number listed on this chart, mainly because the Air Force did not make its normal contribution because they decided they wanted to save their bombs.  The bottom line number is that we’re under a billion dollars, but still with a significant number of liabilities sitting out there. This number is what we consider a reasonable and accurate figure. It’s not pulled out of the air. There is a lot of work done by the people under Jim and Rock Island to come up with that number. It is based on current dollars earned, technology and everything else – so it’s a good safe number.
Chart 2 of 2 – Recycling Achievements
I’ve called this slide Recycling Achievements.  It could have been called Re-Use or anything else in this process of what we are doing today basically under the IDIQ contract.  The Bulk Propellants and Propelling Charges are a big part of that process. There has been a lot of reuse in Blasting Slurring and that has been a good marketplace. Magnesium has been used coming out of the Pyros and that’s directly reused for training rounds.  Bombs - and we’re talking about explosives – this is probably the picky point that I raised the last time. This is going into the commercial marketplace.  I think on the part of the Air Force, there seems to be a reluctance, to reuse Tritenol on the existing bombs.  Maybe four years ago, they probably had a lot of concerns that were correct. But I think in the commercial marketplace, they’ve been able to make this a more valuable commodity. They know it works and have been using it now for three years. I can tell you right now that the demand for Tritenol today is a lot more than it ever was four years ago when we started this program. This is an area where you guys can save a lot of money if you can convince the Air Force.  I recognize there is a program to get TNT made, but I think realistically, that’s still two or three years away in the United States.  If you really need explosives, this is going to be a good source. 
Now let me skip down to Explosive D.  This is a really good example of taking something that no one could figure out what to do with and turning it into a very good commodity product.  The rest of the materials (and fuses is a good example) we can’t do anything with except to incinerate them. To be quite honest, we don’t want to screw around with trying to take them apart and that whole process. I also agree with the ICM thing. Unfortunately, in this industry, we’ve tried to demil ICMs by trying to take them apart and that has resulted in fatalities. We think there are other ways to get rid of them. It’s too dangerous of a process without getting good fusing on that particular product, so I support what Eric (Guerrazzi) was saying on that item.  The last item…in Europe there is a lot of District Heating, so all of the packing material they actually reuse.  Here in the United States we don’t have that as an option - it goes to the land fill. But in Europe, they burn just about everything they can possibly get their hands on. That’s a quick summary. 
Mike McCann – Small/Medium Caliber Sector Update
I probably made the mistake of picking up the phone and calling all of my sector constituents and got a long list of very specific issues.  I tried to package them together and talk about the strategic items, but also to identify a couple of the specific ones because they are fairly noteworthy.  
Chart 1 of 6 – Lack of Integrated Product & Industrial Base Strategic Planning
Some of these things we’ve already talked about. One of the key items is that there appears to be a lack of an integrated strategy, not just from the Prime level and the government procurement agencies, but also at the system integrator level. The ATKs, the GDs, where the supply chain really feels like they are being pitted, one against the other, and as the industry has continued to shrink, there are one or two players in just about every major component and we play them off against each other. We can’t come up with a cooperative strategy as Primes as to how and try and level the base because that would be anti-competitive. So, we’ve put ourselves in a bind and we need to find a way to get the total organization together to attack it so we can make sure we at least have a sustained supply chain (and I’ll talk about a specific one later in my presentation). Candidly, this is where the root of Links started, and we’re about to walk into a second one and there’s a third one right after it.  We have to be a little careful here because we are legally bound not to go ahead and force fit our business into one or two suppliers. At the same time, we are about to find out that we’re going to have a huge gap in production. When the money suddenly does show up in future years, we’re not going to have a supply chain to be able to support it. 
Chart 2 of 6 – Army Appears to be Only Service Focused on More Than One Year Procurement Strategies to Enable Leveling of Production Needs and Sufficient Period for Industry to Recover Investments in Facilities, Equipment and Tooling.  A very encouraging thing happened about four years ago. The Army established a multi-year strategy on medium cal. It made a big impact on the supply chain. People started to believe. Unfortunately, the volume in the future isn’t going to sustain that and the hope that the other services would come on board has not panned out.  Now, where actually most of the money is in medium cal, is with the Air Force and Navy and they want single-year procurements. They don’t want to make any long-term commitments. It has pretty much limited the Army’s ability to execute that strategy. The down side -  commodity single year procurements – and it’s not just at the Prime level. It’s at the sub-tier suppliers. The cartridge case guys are way under capacity and they are trying to “eat each others lunch.”   In the near-term, they are going to put one or the other out of business and very shortly thereafter we’ll be faced with a sole source situation with an unstable supplier.  The solution has got to be for the government to take a leadership role in pulling everyone together. They don’t have to force it, but to make sure that we are legally above board; we have to have the government be the acting agents.  Realistically, in a lot of these cases, we’re not seeing very real competition out of the chute because there is only one supplier and we’re both stuck using the same guy who has us held over a barrel.  The last piece of this is a scare factor. Some of these companies were originally large pieces of the defense sector and they’ve gradually gotten more and more out of it to where our piece of the business is probably about the last step they have. They are looking at the floor space that’s available and the low revenues and determining they are better off taking the metal parts facility and going into the automotive industry.  And we’re not helping them because we are pitting them against each other. 
Chart 3 of 6 – Commodity Procurement Approach with Less than Sufficient Technical Data Packages
Eric Guerrazzi said it very eloquently… Commodity Packaging / TDP Procurement Approach. There are benefits to it, but there are some real liabilities when we forget that the TDPs become outdated very quickly because of supply chain issues, materials change, or the technology is no longer as robust as we thought it was when we qualified it with the first thousand rounds. 

The Army has actually taken an ownership position here.  We’ve seen some money funneled back into engineering service contracts to try and upgrade the TDPs. The Air Force and the Navy have taken a much more hands-off approach and it is showing up very specifically now.  
Chart 4 of 6 – Medium Caliber Cartridge Case Supply
This one has the potential to become a four-letter word. The two major suppliers, Amron and Piper, are likely to become the next big supply chain issue, similar to small caliber and medium caliber links. Both companies are under-utilized and are aggressively seeking a large share of the market which could result in one of them exiting the business and thus leaving us in a sole source position. Due to legal constraints, GD and ATK need the government to sponsor any supply chain strategy discussions to address short and long-term stability of these suppliers.
Chart 5 of 6 – Small/Medium Caliber Link Supply Chain Impacted & Financial Burden of Medium Caliber Issue Left for Industry to Resolve

With respect to the Links, this one is kind of the orphan problem.  The medium cal industry feels orphaned in the solution to the Link issue.  The small cal problems are a little larger and got the attention of the experts.  Basically for about a year, we didn’t have a link supply.  As a result of that, we spent a lot of money trying to manipulate hardware and really ate the burden of that. As far as the last two years of the multi-year contract, we got a fall in the price of links. I am caught awkwardly in the middle of this one.
Chart 6 of 6 – Lack of Support by Air Force and Navy for Ammunition Industry and Supply Chain

This chart addresses the lack of support by the Air Force and Navy for the ammunition industry.  As stated here, the Army has come around and has accepted responsibility and is providing leadership for the ammo industry and supply chain. The Air Force and Navy continue to be unreceptive with specific examples including: 20mm Projectile Band Redesign, GAU-8/A Flashtube Lacquer Supply, GAU-8/A Secondary Gun Gas Ignition and 20mm links.

Most of the sector frustration appears to be that there was a lot of hope that was generated in a changing of the way we did business by going to the multi year, and candidly, by the partnering and the investment of JMC. The people made a difference, but there seems to be a step backwards now because the Air Force and the Navy have become much more significant players and they are controlling a lot more of the money and they don’t want to be active in day-to-day stuff. We have to find a way to get the entire organization working together more effectively and realistically get a little more respect for the engineering team that supports the medium cal industry.  The Air Force and Navy have not put a whole lot of credibility in them and they are finding out, case by case, that is really where the knowledge lies.
Rick Beaulieu – Explosives and Propellants Update
Chart 2 of 6 – 2NP (2 Nitro Propane)
I went out to my sector, but I didn’t get a lot of information back from them. This first issue I want to discuss, 2NP, is my own issue.  I hate being in this situation, but the single source in the Western world for 2 Nitro Propane is Angus (Dow Chemical).  Their price has escalated from $3.00 in the early 1990’s to $19.75 currently.  However, it is estimated that it costs less than $2.00 to make. What was odd about this was that after Dow closed their DMDNB plant in New Hampshire, that’s when the price increased.  Angus claimed that they have a catalogue price exemption.  There is a one to one use on a pound of taggant, the 2NP, so it really affects the price. Unfortunately, Dow is a big company. BAE Systems doesn’t do much business with them.  Apparently the Army does not either, so it’s one issue of having a single source that has this kind of control over you. 
Chart 3 of 6 – HiTemp Smokeless Powder

This issue came from Quantic Industries (I believe they are under a different name now). They have a problem with HiTemp Smokeless Powder. This is a Navy spec and it specifies Hercules as the approved source.  Hercules was purchased by Alliant Techsystems and now manufactures this product at Radford Army Ammunition Plant. This is used in the CCU-63 initiator device and is also used in other applications. Unfortunately the volume for this is very low, infrequent, and can normally be filled from inventory.
Chart 4 of 6 – HiTemp Smokeless Powder Continued

Concerns regarding this include an excessively long lead time for this product - almost half a year. Stock is very seldom available. There has been a phenomenal price escalation from $494 per pound to over $2000 per pound on recent orders. In addition, certs and ballistic data is an extra cost above the $2000 per pound. Delivery to promise date has been unsatisfactory with inconsistent performance.  They can not find a second source and they have asked me to ask the ICAP if there is anything that you can do to help. If so, they would be very appreciative.
Chart 5 & 6 of 6 – Cellulose
This problem came from Nexplo Bofors. The problem is with Cellulose and its availability and price. I think a lot of you are familiar with this problem. There are very few remaining sources of nitration grade cotton linters, so it is hard to establish reliable second sources.  Cotton is an agricultural product, so availability and price varies greatly by harvest. Linters is a byproduct of a byproduct (cotton oil) of a main product (cotton fibers) so availability and price are dependant on a multitude of variables.  The alternative is wood cellulose.  Nexplo Bofors apparently had a relationship with some wood pulp companies, but they decided to shut down.   

In conclusion they say cellulose is a critical raw material for any producer of nitrocellulose/propellant powders and supply of both alternative products is unreliable for different reasons. 
Jim Flaherty – Large Caliber Sector Issues

What is the future of Large Caliber?  We’re getting ready to get involved in a major conflict in Iraq and yet, the procurements are going down. We’re going down at Scranton from 28,000 a month to 20,000 a month. We’re looking at a potential break in production on the M795. 120mm mortar is down significantly. Talking to my friends at Medico Industries – their production requirements are also down.  So there is a major concern with where we are going as Large Caliber Ammunition is being replaced by Smart Bombs.  If that is the case, we need to know and we need to address it and not let it just evolve because the consequences could be pretty dramatic. If all of the things that people believe about the capability of bombing don’t come true – God help us. 
Chart 2 of 6 – Issues
The information on this slide comes from talking to my counterparts in the industry. The issues are 1). The Unfair Canadian Competition.  If Eric (Guerrazzi) feels passionate about some of his issues, I feel equally as passionate about this particular one; 2). Divestiture/Privatization; 3). Globalization; and 4.) Single Source & Capacity-Strapped Subcontractors.
Chart 3 of 6 – Unfair Canadian Competition

Some of the issues that we are concerned about on the Canadian competition is the fact that the Canadian companies are able to wrap the Canadian flag around all of their proposals and get guarantees from the Canadian government on performance.  The currency exchange rate and socialized medicine and its impact on health care costs are concerns.  At a minimum, and there are many other people in here that are in the same situation, at a minimum, our cost for health care is over five percent. That represents a very significant portion of the cost of doing business. To that extent, we are competing with the Canadian government for that portion of the business.  
Number four on this chart – Security Requirements.  Just over the weekend, we got bumped from ThreatCon Alpha up to Bravo Plus. We are going through a rather significant impact because just last week we placed an order for $400,000 worth of renovation to a locker room and restroom and on Wednesday, the contractor starts to show up with all of his trucks and all of his people and he’s going to be delayed at the gate.  I’m giving you an example of things that happened to us in Scranton, and have happened to everyone else in the sector. However, I can speak to the issues at Scranton much more accurately than I can talk about items that go on at any of the other facilities. 

Number five on the chart – Exemption from Small Business Utilization Requirement.  On one of the proposals that I’ve been involved with, we were rated unsatisfactory because we did not get to the threshold for doing business with as many small businesses as we would have liked just because of the nature of the products we buy.  And yet, the Canadians are exempt from participating at all in Small Business because they (the Canadians) are rated Non-applicable in this category.   
I don’t think it’s necessary for me to touch these other points.  I think they speak for themselves.  But, I do want to say that in regards to the last bullet on this chart, it does seem terribly unfair that we never have the opportunity to bid on a Canadian buy.
Chart 4 of 6 – Divestiture / Privatization
We talked about divestiture and privatization earlier this morning.  I don’t see anything on this list that was not discussed today.  Mike Wilson said it best when he called it “Environmental Quicksand”. That’s the understatement of the year.  
Chamberlain had two facilities, one in New Bedford, Massachusetts and one in Waterloo, Iowa.  Both of them were GOCOs and filled with government owned equipment. We got rid of the equipment and didn’t even break even on the effort and still owned the environmental problems at both of those facilities. So, I don’t know why the government would be any more successful in getting rid of facilities that they own than the two we owned. 
Chart 5 of 6 – Globalization

Globalization is Canada cubed.  If the Canadian issue was tough, this one is going to be potentially much worse.  Section 806 is what restricts procurements in North America. There has been some talk that if the war reserve is filled then Section 806 does not apply. They can go out and buy globally. I don’t know of any ammunition items that have the war reserve filled. But I’m telling you that there are a lot of people within the DoD that are advocating this policy. 
Chart 6 of 6 – Single Source & Capacity-Strapped Subcontractors

Several meetings ago, Rich Palaschak talked about some concerns about some materials that I was not all that familiar with. You don’t have to get that exotic. You can go to something as fundamental as Steel. The Steel Industry in this country is in dire straights. We just imposed tariffs on imports and yet when you start talking about buying ammunition outside of the United States, you’re bypassing all of those issues on steel tariffs. In Large caliber ammunition, 25-30% of the value of the projectile is steel, so you are talking about a big piece of the business.  So when we make these decisions, we are going to only further hurt the steel industry that is already in pretty bad shape.  Let me just quantify what I mean by “bad shape”. We buy steel from two steel companies left in this country.  Only one is not in Chapter 11. Republic Steel is still in Chapter 11, or just coming out of it.  There is only one major steel supplier in this country that is not having a financial problem. 
Regarding Weld Wire that is used on Large Caliber Ammunition - at 5,000 projectiles a month there is not a problem. At 10,000 you’re beginning to get some problems and if you get above 10K, the sole source we have for Weld Wire today can not supply you. We used to run 20K/30K/40K projectiles a month and there are no Weld Wire suppliers that could come even close to keeping up.  So there we have two items that are a major portion of the direct material for Large Cal that have a significant problem.  All solid rotating bands come in from Germany at the moment. But there is at least a source for those.   
Dave Martin – Systems Sector Update
Charts 1 and 2
These are the materials issues that I took from two of the big users, ATK and GD-OTS, and the list of items and sources.  The lists from both companies did not change one iota from last year to this year. The only thing that changed was the name of one of the companies. It gets you wondering about what we are  doing to address these issues.  I’m not going to debate whether this is the right list or not. But I do think that the most interesting aspect was that the list didn’t change. If these are going to be the materials issues of the future, we should figure out how we are going to deal with them as we move forward. 
Robert Harris – Pyrotechnics Sector Update
I’m going to walk you through these next two slides:
Chart 1 of 2

· The IR Flare Industrial Base has not been able to provide consistent product deliveries to meet requirements of the Army, Navy or Air Force.

· During the past four years, all three producers have had serious safety incidents including fatalities and a combined industry downtime of 36%. That’s a big number. One person was down all the time. That’s not a strong position.

· As a result, one of the suppliers dropped out of the base. 

· The two remaining producers are sufficiently capable of meeting IR flare requirements and competing in a two competitor scenario.  
Chart 2 of 2
· Having only two competitive producers will allow for split awards, acceptable margins, and the ability to invest and operate successfully.
· Both producers are investing heavily and preparing for safe production consistent with the volumes anticipated.
· Now a third producer is preparing to enter into the IR flare industrial base in the U.S.
· Allowing this will again provide excessive competition and will place the industry at risk once again, losing the opportunity to “fix” the IR Flare Industrial Base. 
M27 Link Collaborative Prototyping Effort Presented by Eric Goon and John Blackmer on behalf of BG Larry Newman
BG Newman

Some of the folks at ARDEC wanted to know what we could do for the Army and Industry – what were some of the critical things we needed.  So we went out and got a list and one of the items was Links.  Tom McWilliams said he had a new process that he thought we could use and get this project done in eight weeks.  Well, ATK had been trying to get Valentec to get it going all this time and he thought that he could get it going and done in eight weeks.  So here it is. It’s called Collaborative Prototyping. In this process we bring in the industry to make it, academia (all the mad scientists), stick them in a room and by the time they come out they have a TDP and everything is ready to go.  Lo and behold, it worked. In eight weeks he found two sources.  Anyway…this is really about a process and it works great and we have increased our prototyping capability at Picatinny to a great extent and we’ve linked in some other partners. It has come in handy for us since 9/11 because some of the agencies, FBI and SOCOM have come to us and we’ve been able to turn stuff around very quickly for them.  On ATK and Lake City, Karen Davies has done a super job in getting that place going.  Morale is good. It’s a great partnership now between ARDEC, JMC and ATK. So, without further adieu, let me introduce Eric Goon and John Blackmer to talk about the Link process.
Eric Goon 
Chart 1 – Cover Page
My name is Eric Goon from TACOM ARDEC and I’m the Technical Executive for the Small Caliber Ammunition Life Cycle Production Team.  We have to thank MG McManus who keeps asking the six million dollar question…What makes the Links so hard to make?  So I’m going to start the effort today.  Since we are short of time, I’m going to cover the background information, set the stage and then I’ll turn it over to John (Blackmer) who will cover the prototyping in more detail.
Chart 2 of 12 – Small and Medium Caliber Ammunition Links

This chart shows the six types of Links manufactured at Lake City by ATK.
Chart 3 of 12 – Background 

The background started with Valentec who was the sole supplier of links. At the time they were in California and in the Spring of 2001, they relocated to Lake City, hoping to make links for everyone at the new site.  TACOM-ARDEC provided on-site assessment and technical support on metal forming.
Chart 4 of 12 – Issues
There was a big change in the culture. There was culture shock for the people from California that relocated to Missouri. A lot of them went back home so there was a loss of experienced personnel.  The know-how was gone. Then we found there were a lot of problems with the equipment. It was old, not in good repair, leaking, not balanced, just an overall poor condition of the equipment.  In September of 2001, ATK purchased Valentec to take care of this problem. Then 9/11 came about and we demanded more ammo, so the 5.56mm became a critical item.
Chart 5 of 12 – TACOM-ARDEC Efforts

TACOM-ARDEC continued to help and provide on-site technical support to ATK.  We formed a team to provide technical onsite support to ATK. We used the prototyping method for teaming and prototyping and as a collaborative effort we also went out and looked for other sources was the direction at that point.  
John Blackmer
First, a little background on the Collaborative Prototyping Effort. This describes how we look at prototyping at Picatinny and what we are trying to get into when items are in R&D. We are looking to partner with Industry and Academia as we are developing the processes to make those parts and try to understand more of the manufacturing science rather than just making the parts.

Chart 6 of 12 – The Collaborative Prototype Concept – Industrial Base of the Future
We’ve done a lot of work and the Model Based Control has been one effort where we’ve had a lot of success where we’ve taken a PC and put that on a crystallizer for making RDX and you actually have a mathematical model in the PC that controls it, Programmable Logic Controller (PLC), and we developed that with Stevens and some people in industry and it works very well for controlling. We have a five liter crystallizer at Picatinny that’s being put on a production model at Holston, which is 6,000 gallons. We have a T-1 connection with them where we will be able to monitor their equipment and they can watch our equipment while we’re making smaller quantities and work together to try and develop the production process after we’ve done it at a lower level.  We’re also doing some work with another contract on lathes where we do the same type of thing. We put a PC in front of the controller on a lathe and we’ll be able to monitor the temperature, spindle roll, back lash, etc. and be able to adjust the machine to make higher quality parts.  As we got into the Links effort, that was an item that has been in production for years so we didn’t look so much at that aspect. We got more into the actual production of how to make the links and capturing the knowledge so that could bring more people on line. 
Chart 7 of 12 – Phase 1 (Completed in 8 Weeks)
What we did was to do a Task Order Contract. We went out and identified five sources right in the area who could make Links. There were stamping houses that had a lot of background in stamping. We then down-selected two sources that looked very promising and had a lot of background.  We had a lot of reviews with them going over the Links, tech data package, drawings, inter-relationship of the drawings to the performance requirements, and the spec. We funded them to come up with a preliminary tooling layout. We then down selected to one vendor and had him manufacture 250 links with soft tooling. They passed the firing tests. We did some dimensional inspections on them and everything looked good. We did all of that in eight weeks. 
Chart 8 of 12 – Phase 2 (Completed in 24 Weeks)
We moved on to the next phase where we actually set up to make a production quantity and do First Article Testing.  As part of that, we had several more reviews with each contractor. We kept them separate. They each looked at things a little bit differently, but based on their knowledge and the knowledge that Picatinny had relative to making Links, we were able to make up the tooling design. We got the gauges made so we could do all the tests, debugged the process and passed all the First Article requirements. We did all that in 24 weeks.

Slide 9 of 12 – Phase 3
At this stage we produced 50,000 Links at each vendor. They passed all those tests as well and we had those Links ready to go to Lake City. We were going to run them through the linking equipment to make sure everything fit and worked properly.
Slide 10 of 12 – Potential Uses
Now that we have two sources, there are several potential uses: ATK can use them or we can use them for a sole source or competitive procurements.  As part of this effort, we captured a lot of the knowledge. We own the process and the tooling, so if we want to go out and set up an additional supplier, we can do that.  We have not elected to do that because there is no need at this point, but we do own the process and the tooling. We now have more capability than we had before.
Slide 11 of 12 – Results

The results are that we have two new suppliers qualified within a six month period. We went from people that had never made Links and were not used to dealing with government specs and requirements and in that period of time based on their knowledge of stamping and our knowledge of the Links, we were able to bring them up and running.  We demonstrated the capability to rapidly expand the production base. 
Slide 12 of 12 – Why this Worked
We had a knowledge base that was utilized and the contractors were very knowledgeable in stamping. They had never made Links, they had never dealt with the government, but they knew how to fold that simple little part and make it and we were able to help them with the inter-relationship.  We captured that knowledge so we now have it and can use it in the future.  As I said, we’re using this same methodology whether it’s on existing items that are in production or in R&D where we try to capture that knowledge and hold it and then can transfer it to industry to bring other sources on line.  Bottom line – in 24 to 26 weeks we had two people up and running that could make links. 

Ray Goldstein – Demil Technology Program for Conventional Ammo

42 Slides – Due to time constraints at the meeting, as well as the length of this presentation which includes numerous photographs, many charts were skipped with no discussion. Please refer to the actual presentation for review.

Closing Remarks

MG McManus
One more order of business….I’d like to propose to the ICAP membership that it’s time for us to get in step with where we’re going with this joint enterprise. I think it’s time to include the PEO Ammo as the third co-chair to the ICAP committee. If you take a look at what we must do, we must work together cooperatively and interdependently to represent the PEO Ammo, JMC and Industry, so I propose we move forward on this methodology. I welcome your discussion on this or your concurrence of this.  (All members agreed and the motion to add BG Izzo as an ICAP Co-Chair was passed.)
Robert Harris

I thought we had a great meeting today. I really appreciate the input we got from so many of you and I thank you all for being here and for your tremendous contribution.
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