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INDUSTRIAL COMMITTEE OF AMMUNITION PRODUCERS (ICAP)

Minutes from the 78th Meeting – 17 February 2004

Tampa, Florida

THOSE IN ATTENDANCE AT THE MEETING WERE AS FOLLOWS:

CURRENT ICAP MEMBERS:
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BG Paul S. Izzo, Co-chair



Mr. Robert Crawford

BG James Rafferty, Acting Co-chair

Mr. Dennis Durham
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Mr. Mike Wilson

INCOMING ICAP MEMBERS 

Mr. Dick Bregard

Mr. Mark DeYoung

Mr. Joel Gregory



Mr. Joe Homko



Ms. Elaine Kennedy, Recording Secretary 

Welcome and Opening Remarks:  BG Paul S. Izzo, Co-chair

I can’t believe how time has passed, it seems like just yesterday we were in Washington DC for our last meeting. This past Saturday was the Daytona 500 and they were interviewing someone who said that it doesn’t get any better than this. Well I’m here to tell you, that if you’re waiting and thinking it’s going to get any better, it’s not. It doesn’t get any better than this. PEO Ammo has been in business for two years now. I have a staff of PM’s in place, everybody is seasoned. We have the Enterprise and we’ll hear tomorrow at the Munitions Summit how we’ll put it together. We’re starting to develop and mature that and work closer and closer with the Enterprise and JMC. At the end of the day today, hopefully, we’ll be able to put a clear vision of what this group will focus on. We need to all work together to move this ICAP forward and meet the needs and see what the issues are and to work them.  We’re all in this together – we’re all familiar faces.  The scrambling for dollars is tremendous and we just lost more this morning. The issues are real life soldiers trying to counter that and the whole atmosphere of the rotations going on.  Army leadership is focused on getting our soldiers what they need to do their job and ammo being part of that has been discussed time and time again. I’ll say it again, everybody is scrambling for dollars.  I’ll tell you right now, the biggest issue I have is small caliber. I know there has been some discussion out there as to whether the soldiers have enough ammunition – we’re working a path forward. 

Energetics is another one. Where is the future there? Five, ten years from now, who is going to be our producer?  We have a BRAC coming up – that plays in it. We’re asking for information day in and day out. There is no crystal ball here and as I see it now, everybody has their niche in the ammunition business and we’re trying to keep a balance and move forward so we don’t lose any kind of capability.  How are we going into the future?  We’re trying to keep our eyes on the ball. We’re 60 to 70 percent there, but there are a lot of details I don’t know. 

That brings me to the final point that I want to talk about. 

When I visit with Congressional staffers and talk to the folks that work with them, it would be so clean if there was a mission sheet - what the mission is and what we’re trying to get resolved. Hopefully, we can put this kind of process in place as we move forward, so we’ll be able to see these mission sheets, work these issues and then come home with the answers.  I like things documented, if not for any other reason than we can keep track of them.  These are the kinds of things we’re thinking of doing. I know that every single one of you have missions and we want to understand those missions and be able to articulate back to you why we are doing things the way we are.  Remember, we don’t have a crystal ball.  We are going to continue to get better and better. The maturity of the staff working with our businesses, tying all the pieces together, working all the programs and trying to keep the necessary balance will keep this path moving forward. You’ll hear more of this tomorrow, in more detail, at the Summit.  

We’ll also have a video tomorrow that we’re putting together (some of you here in this room are in this video) to try and show the world and our community – the industrial base – what we are doing.  It will be real, live, soldiers telling you what they thought of the ammunition and going on the line and talking to civilians on the job and how important it is to them to provide these services to our soldiers.  This is still a work in progress. We bought some stuff from NBC and we have different footage, we’re going to put it together, so as you see it tomorrow, remember, it is still evolving. It’s a living thing, something that can show our story. It’s about five minutes in length. If you’re not in there or your name doesn’t cross the bottom, don’t get offended. This is only the first cut. We’ll try to get everybody in there. 

Welcome and opening remarks by BG James W. Rafferty, Acting Co-Chair

Good afternoon, I’m Jim Rafferty from Joint Munitions Command. I’ll be at JMC until Bob Radin returns. I know many of you had an opportunity to meet him last fall. He no sooner got into the Command and started realizing that what he needed to know and did know where different and he’s now off in Europe. So, MG McManus brought me back until BG Radin returns.  I’m looking forward to meeting you and being part of this meeting.  Paul (BG Izzo) mentioned the Enterprise.  We had an opportunity to meet at the end of January to sign our memorandum so we can further solidify this enterprise that we are striving to make more efficient and more effective and I’m really happy to be part of this.  

There is one other thing that I’d like to offer you. Many of you have folks within your organization that are reservists and I’d like to offer my thanks to you for supporting them during their mobilization and while they are serving their country. Thank you for letting those people go without hassle.  I know there is a law, but we all know that their departure can be made easy or difficult.  I’d just like to offer my personal thanks to you on their behalf.

Welcome and Opening Remarks by Robert R. Harris – Industry Co-chair

I’d like to offer my welcome to each of you today.  The first part of the meeting we’re going to talk about where the ICAP is going. We’ll concentrate on how we move the ICAP forward and into the future, and most importantly, how we keep it relevant.  

Let’s go around the table and have everyone introduce themselves since we have a number of new faces. After we do that, I’d like to introduce our new members. At tonight’s dinner we’ll honor our outgoing members.

Introductions are made around the room and new members are introduced as follows:

Sector


Departing Member

Incoming Member

Industry Co-chair
Robert Harris


Bill Holmes

Co-chair Emeritus
Mike Wilson


Robert Harris

Recorder

Lisa Montgomery

Elaine Kennedy

Medium Cal

Mike McCann

Mark DeYoung

Systems

Dave Martin


Dick Bregard

Fuzes


Eric Guerrazzi

Joe Homko

Propell. & Explosives
Rick Beaulieu

Mike Voisine

Robert Harris

As I said earlier, today we are going to focus on the ICAP and how we remain relevant. The world around us has changed and we need to change with it. We need to decide what we want to be, under the umbrella of the NDIA, so we can make sure the ICAP continues to be a useful tool. We need to decide who is on the ICAP?  The entire structure of the ICAP is also open for discussion. How do we make sure the ICAP is relevant to meet Industry and Government needs? What is the Charter of the ICAP and does it need to change? It is important that we have a value-added charter for this committee and that collectively we have done something as an ICAP.

MG(R) Barry Bates, NDIA

Regarding ICAP Relevancy and How ICAP Fits into Today and into the Future (an open discussion). I offer the following comments.

The ICAP, one of five industrial committees within NDIA, performs a key role in creating a ‘closed’ forum for key members of government and industry to privately and candidly discuss (and hopefully resolve) issues related to fulfilling our Nation’s need for a strong, responsive munitions industrial base.   As such, it remains a vital component of NDIA’s efforts to advocate for a strong industrial base.  The ICAP’s relevancy for the future can only increase, as most anticipate that DoD future year budgets will be squeezed by increasing personnel costs, the continued war on terrorism, and the growing demand for greater government funding of social programs – all of which will likely adversely impact funding for the ‘unglamorous’, but absolutely vital programs to ensure the availability of an adequate munitions stockpile and production base.  The candid and private discussions that can occur between government and industry members of the ICAP will likely take on increased importance as difficult programming decisions must be addressed.

Among NDIA’s industrial committees, the ICAP operates with the greatest degree of discipline and with the greatest level of key government leader participation.  Perhaps the relative ‘smallness’ of the ‘community’ contributes to the collegial environment that has made the ICAP such a productive forum to date.

Notwithstanding these attributes and the resultant ‘functionality’ of the ICAP, there are several areas where I believe the ICAP can be of even greater service and value to NDIA.  The membership composition, government participation and operational methods of the ICAP place it in a unique position to be capable of:

· Developing, shaping, or contributing issues and or positions for NDIA’s national agenda.  The munitions industrial base has long been a concern of those who are intimately familiar with its composition, history and associated challenges.  The FY 05 BRAC process will likely once again draw historical issues into the present.  The ICAP is in a position to provide NDIA-Government Policy with valuable input relative to the challenges facing the munitions industrial base and proposals for their resolution.

· Studying and reporting on the major issues impacting the munitions industrial base.  The ‘sector representation’ aspect of the ICAP structure, along with its government participation provides the opportunity for the development of coordinated ‘industry-government positions’ on problematic aspects of the munitions industrial base and associated acquisition program issues.  

· The ‘sector representation’ characteristic of the ICAP structure also affords the opportunity to perform bi-annual studies of the overall health of the various sectors, developing a report that could become an annual article in National DEFENSE Magazine.

· Developing periodic public statements for NDIA release regarding significant decisions, recommendations, actions and proposals relating to ammunition production programs. 

To summarize the above points, the ICAP is uniquely structured to assist NDIA in making a positive influence on the future of the munitions industrial base.  Working in concert with the Munitions Technology Division and NDIA’s Government Policy Directorate, the opportunity exists to become influential in shaping munitions acquisition policy and strategy, as well as contributing to the preservation of a viable, responsive and robust munitions production capability.”

In addition to the foregoing comments regarding principally an expanded ‘focus’ for the ICAP, the change in chairmanship and turnover in membership occurring today creates an opportunity to review the ICAP Charter in detail, with a view toward gaining consensus for a course of activity over the next two to four years.   

I would recommend a detailed review that would include a critical consideration of the objectives, designation of ‘members’ vs. ‘participants’, organizational structure, and leadership (‘tri-chair’ arrangement), as a minimum.  I have some recommendations that I believe will add clarity and accuracy to the charter, which I will forward to the new Chairman for his consideration and disposition.”

Robert Harris

How does everyone feel about the direction we’re taking?  I think the idea that BG Izzo has about creating a group or subcommittee to really work the issues is critical.   We need to take a hard look at the Charter and what we are trying to do and who should be participants on the ICAP.

Kevin Fahey

I participated in the Small Arms community for a while. What I saw, in my opinion, was not for this group to come up with national issues.  The small arms industry wanted to do a whole bunch of things that NDIA wanted to stay as far away from as possible.  I think that’s a critical thing. I guess I’d like to hear from industry and government what is the focus of the ICAP? I think it’s pretty straight forward from the government side. We want to ensure that we have the core competency capabilities today and into the future, to deliver ammo, and to assure we have a stable industrial base to do that. I think that is pretty clear as the government’s goal. I’d like to hear industry’s goal. If it is coming up with national interest items, I’d like to hear that. 

BG(R) Bill Holmes

I think there is a real chasm between what has been the historical role of the ICAP to jointly identify and work issues for the betterment of the munitions base and munitions acquisition program, together with the Army and with the industry partners trying to look at this body to be a deliberate body to assist NDIA to identify and champion lighter issues. I’m afraid there will be an irreconcilable conflict between those two. I’m afraid that in many instances in the past when ICAP has wrestled with issues, there has been no accordance between government’s view and industry’s view on a particular issue. So, looking to the ICAP to assist NDIA and coming to a recommendation on something – I’m not sure it would be compatible with what is the great utility of ICAP, which I believe, is to provide a forum to identify these items.

Robert Harris

There is a balance we need to achieve regarding where we want to go.  What we have created in the ICAP is an environment within this group where we are able to openly discuss some very important issues. Over the last four years that I’ve been with the ICAP, we’ve been able to deal with many issues because of the open relationships and the ability to use each other as sounding boards. There could be a conflict in making a lot of this information available to the public. For example, we took the ICAP Minutes off the NDIA website about two years ago because we did not want some things to become public information. There are confidential subjects that we very openly and honestly discuss within these meetings. There is a balance that we need to make between the atmosphere of non-attribution and the specification of ICAP rules as defined in our NDIA Charter. I think the most important thing that we can do is to make sure we have value added results here in the ICAP. When we walk out of this meeting it’s important that the people in industry feel that they have gotten something out of the time that they spent here and that the PEO Ammo and JMC people feel that they too have gotten something out of it.  If any of you are willing to tell me who they want their representative to be on our ICAP Charter Committee, then we can put a subcommittee together now. (After considerable discussion) Let the record show that Bill Holmes and I will represent Industry, Matt Zimmerman will represent PEO Ammo and BG Rafferty will decide later who will represent JMC.

COL John Merkwan

What is the distinction between an ICAP member and participant?

Robert Harris

I think we have to determine what the committee needs to have to function and then we have to determine who the right invited guests are and overall membership. My view is that things are going to change and this is something we need to talk about. Depending on the type of issues that we’re faced with will determine our membership and our Charter. We can then determine member versus participant status.

BG(R) Bill Holmes

I think the reason that ICAP has been so successful for so long is that it stayed beneath the radar screen and operated as an Industry/Army forum with kind of a blessing of the NDIA. I think we run a risk if we become too bureaucratic.  


Robert Harris

I think the key is to make sure that no matter what we come out of this with, that everybody feels there is a value-added benefit to all participants.  Does everyone feel that this is the right time to review the ICAP Charter, structure, relevancy, etc.?

BG(R) Bill Holmes

I certainly expect to hear from the Sector representatives about this discussion.

I think it’s critically important for us to have some commonality in what our expectations are about industry participation. I think that historically the ICAP has been a useful tool, both for the Army and for Industry because of the nature of providing a forum where there can be open discussion about issues that matter to our businesses.  Together, I think that the ICAP has been instrumental in working problems like cotton linters and delinquencies, those sorts of things.  The ICAP has decision makers from the government and senior executives from industry that come together in a forum like this and talk about these sorts of issues. I think that is the real value of the ICAP.  I really think for the ICAP to continue to be successful, it must meet the expectations of BG Izzo.  BG Izzo is the Army’s key in the munitions acquisition and industrial base community. So, for the ICAP to be successful, it almost has to be a tool that provides him utility in his business. At the same time, for the ICAP to continue to drive senior executives to come to these meetings, it must provide a relative forum in order to raise questions that are industry concerns. The ICAP can only be effective if there is a meeting of the minds of these two bodies – government and industry.

BG Paul Izzo

My comment with the Charter is that it just seems to me from where I sit that we’re just kind of going all over the place. Every time we ask another question it raises another issue.  If we could capture the issues, document them and then address them. My perception is that I don’t know where we are. I don’t know what the issues are.  I don’t know if we’ve solved them, if we made a phone call or what.  There is no way to say who did what, did we close this or that out, why is there a question mark here, who is working this, when are we getting back to them.  I need some kind of structure. I need some kind of talley sheet to make sure we’re on track.  

Hap Stoller

Bill (Holmes) what is it exactly that you’d like to hear from the Sector Leaders?

BG(R) Bill Holmes

I’d like to hear your thoughts on how the ICAP should be reorganized. Do we have the right representation? Do we have too many or too few members?  Should the membership be broadened to include more representation from the government side?

Robert Harris
Also, should the ICAP be aligned in a different manner?  Take for example, the PEO Ammo structure with the PM’s aligned in a certain way.  Should we be aligned in a manner more consistent with them?  I think we as industry have to look at that along with our changing world. We are today more systems focused toward precision munitions rather than conventional munitions.  The way we are structured today, we are structured with a very conventional ammunition organization. Where are we going to get the value added for the General Izzo’s and Rafferty’s?  

BG Paul Izzo

Something that’s value added to me. What is the process for congressional plus ups?  Is everyone on the same sheet of music with that?  This is one that has come in to me probably a half dozen times over the last 30 days. I’d like to have something so that we all understand it and can have all the pieces.  I don’t want this confusion. Maybe it’s pricing or how we decide on a contract.  I’m just trying to help all of you and need to understand this better.

Robert Harris

In terms of Congressional plus ups there is an issue of what exactly we can discuss. I think we can, as an ICAP, establish the overall direction only. There are only certain things we can do within the confines of any government/industry organization. That’s part of the reason we’re under the umbrella of the NDIA. At the same time, we’ve got people like Rich Palaschak listening to a lot of things that we’re talking about and, as a result, he can give us an MIBTF perspective. 

Rich Palaschak

As you can see, this is a real tenuous road to expand the ICAP Charter to include that. I would exercise caution.

BG Paul Izzo

In addition to how the ICAP should be organized, I hope to hear views on the earlier discussion about what the direction of the ICAP should be. Should we continue to be what we have been historically, for example, looking at issues of concern to both the government and industry? Should we expand the role that MG(R) Bates described to be more in line with NDIA’s expectations?  That’s what I’d like to hear from the Sector Leaders.

Robert Harris

This is a new start for us. It’s an opportunity to not have restrictions on us of how it’s been done in the past, but rather, what is the better way to do it. Take a look at how we function. Take a look at the good things that we’ve done. Take a look at where we’ve been successful and why has it been successful. Also take a look at things that have not been so successful. This is a chance to do something different. When you leave today, think about how we restructure something that has a significant impact on this business. This is really up to you. I am particularly interested in the feedback from some of the new members because you don’t have any preconceived notions of what the ICAP is all about.  I think you can look at it from a fresh perspective and provide valuable feedback.  However, I also ask those members that are stepping down to give us their input as well. Everyone’s input is important and necessary to the future of this committee.

Rick Beaulieu

How do we make sure that the Industry is represented, and that goes back to how the Chairs are selected and which industry participants are left out. How is their voice heard? You might withhold my plaque after I say this Bob, but you being the flares representative – I’m sure you’re not representing the new flares company wanting to do business in the U.S.  And, I’m sure that they feel voiceless in this forum.  I, myself, feel uncomfortable that I’m the only munitions plant that doesn’t have a representative on the committee. I think there are some holes that we should address on making sure that all participants in the industry, to a degree, have input here.

Robert Harris

Let me speak to both of your points. First of all, we do have another company  that is trying to get into the flare business. That company is having some limited success. The reason for not choosing to put a new member on the committee now is that it is not clear at this point in time exactly who will be in this industry next year when a down select is made in the flare industry. Who will be the two people that are going to produce? Bill Holmes and I talked about it and we also talked to the NDIA, about not putting someone new on until we know who is going to be there. I think that in reality is fair to everyone who is, or who may be, in the sector.

Your second issue regarding representation – you should be represented by someone, one of the sector leaders. Maybe this is a good time to point out that I think we’ve had some very, very good Sector Leaders and we’ve had some that weren’t so good. What’s critical about a Sector Leader is that they have to participate. Part of that participation is getting around to the people within their industry to find out what’s going on so you can bring that information to the ICAP.  I can tell you without any doubt that there are people that have done that very well over the last four years that I’ve been with the ICAP. I am just as sure that there are people who did not do that.  We have to make sure that the people out there in industry do feel that they are being represented.  That is critical. If they don’t have that feeling, then they are not going to give you any information to bring to the ICAP. We need that information to get it back to PEO Ammo. In looking at representatives to replace some of the people that are stepping down, I contacted a number of people. When I asked them about the ICAP, they informed me that no one from their ICAP Sector Leadership ever contacted them. Shame on us. Shame on that Sector Leader.  We try to bring on really good people. We try to bring in leaders that will step forward and do what they need to do, but it doesn’t always happen the way it should.

Mike Wilson

I just added up that there have been 78 meetings of the ICAP and over the course of my career, I’ve been to about half of them. I’ve seen this committee grow into something that I think is a lot better than it was ever intended to be. When I first got on it years ago, it was heavily dominated by industry sector reps.  The construct of it now is better than I’ve ever seen it in terms of the participation. I look around this table and see who is here. The more government people that become involved in the ICAP as it matured through the years, the better the meetings became, the better the issues became, and in a lot of cases, we actually did something about the issues. Frankly, I didn’t know what the membership rules were or weren’t. It didn’t matter.  Because if you really think about why we’re here, (I guess it’s good to document it in the Charter) we’re here to get the best out of everyone that is sitting around this table. It has become a very good forum. One suggestion you may or may not want to deal with – to me it is increasingly difficult for BG Izzo and his people to get all services lined up in a posture that is the best thing for the Industrial Base. There is some hesitancy in parts of the services. I think it would be great to get other services’ representatives in this session to make them part of the solution. They are, in some cases, the problem. 

In terms of the industry guys (the point about communication with the rest of the sectors, and the companies in the sectors), you may want to reconsider getting the Minutes on the NDIA website. If you have to screen the Minutes to remove anything confidential, so be it. I think people are going to feel disjointed if they can’t go somewhere and get a feel for what is going on here. They may see a subject that they want to get involved with. That will prompt them to pick up the phone and get with their Sector if they see it out there on the website.  I think there were a lot of people that read those in the past. I understand why you took them down, because we put them on there verbatim, everything that everybody said. But, I think that if you really want to get participation from the industry side and not have an accusation that the “good ole’ boys” are on the committee, then you may want to reconsider posting them to the website. 

Robert Harris

There was a very specific reason that we removed the Minutes from the website, but maybe we should take a look at that and reconsider that position.

Mike Wilson

The other thought is from a funding perspective. A lot of the problems in our

industry come from the lack of funding or funding in the wrong spots. I think the 

Congressional priorities and activities are very important. At least in this body you 

can tackle the problem areas.  You can get people in this body to try to act on 

problem areas. There is a lot of congressional power sitting in this room and if 

you’ve got some issues in terms of funding then ask for help.  

BG(R) Bill Holmes

I agree with you, Mike. I think it works the other way too. I realize that I’m as guilty as anyone, but it seems to me that if I’m going to go up and whine to a congressman about plusing up something – that doesn’t go a long way in keeping BG Izzo from being blind sided. 

Mike Wilson

The biggest reason that anyone should do that is because the first thing that Congress is going to do is to pick up the phone and call BG Izzo and find out if he is in favor of it. If he doesn’t know what they’re talking about, it’s over at that point.

BG Paul Izzo

And that’s exactly what happens. 

Bob Crawford

What do you think is the percentage of time we should be spending on issues that are three years out versus less than one year? 

Robert Harris
Traditionally, we tend to react best to those issues that are short of term. Issues that are more critical to the business we have at hand. We tend to focus on those rather than the longer range items.  As an example I’ll bring up my favorite subject of Cotton Linters. I’ll tell you honestly, that without bringing that issue to the ICAP and getting their reaction to it, and a lot of people working issues, a company like Armtec would have been shut down. That was a short-term issue. To put it another way, this country would not have had any cases for tank, artillery or mortar.  The point is, we worked together very quickly and effectively. So I’d say we tend to be more short-term oriented. I’m not sure if that’s the right answer, and we should talk about that approach for the future.

Okay, it’s time for a break. I want to make sure that everyone is comfortable that we are in identity chaos, but we are creating a sub-committee to re-formulate the ICAP.  I want to conclude by saying that the ICAP has, in my opinion, done an incredible job on a number of issues.  We need to continue to build on what we’ve done.  I thank MG(R) Barry Bates for the information he brought forward today, because a lot of us have never heard it before. But, it is time we sit down and figure out where we are going. I appreciate the lively discussion today. Thank you.

BG Paul Izzo

I’ve asked the four Program Managers to be here today. They are the experts. The guys that work the programs day to day. Each of them is going to give you a pitch of where they see things going. We’ll start with Bill Sanville, PM MAS.

Mr. William Sanville, PM Maneuver Ammunition Systems
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Chart 2 of 18 – Mission

I’m just going to go through a couple charts to tell you who we are at PM MAS, what we do and the things that we’ve brought together. I’m going to talk a little bit about how we’re trying to bring the Acquisition for the future to a requirements base. Requirements are tough to tackle. I’m going to have a chart and a situation on defining a requirement, funding a requirement, and executing a requirement.

Chart 3 of 18 – PM MAS Organization

This chart shows you our organization. 

Chart 4 of 18 – PM Maneuver Ammunition Systems

This chart is very busy and small. I use this chart for only one purpose, it shows the heritage. It shows the fragmentation of ammunition acquisition management in PM MAS. Everyone was doing good things and trying to do the smart thing, but what we were doing was getting a little bit of sub-optimization at lower levels and not necessarily optimization at the higher levels. So you had PMs, OSC, ARDEC – everyone doing the right thing and everyone making the decision. But, the decisions were sort of vague and more of a tunnel view rather than a broader view. I think that by bringing all this together (small cal, medium cal, large cal) it raised the level of optimization. 

Chart 5 of 18 – PM MAS View of the Future

This is something that Kevin (Fahey) and I discussed a lot.  It’s certainly one of the things that we’re trying to do at PM MAS. That is to make ammunition an Acquisition Program instead of a commodity.  There are too many people that think you can go out and get the Sears catalogue or the Wal-Mart flyer and here’s the list price and this is what you should pay.  I know I’m preaching to the choir here, but that’s not true.  The other thing is, as you manage ammunition by family, (in my case, large, medium and small cal) and you start doing things and bundling groups and putting multi-year contracts in place, you get into a lot of levels.  I’m going to show you some of those things that we’re trying to do in some of the families. Some of the contracts that we will award will be well over a billion dollars when you add up all the options and everyone that could potentially get an award.  So, what we need to be doing is looking at it as an Acquisition Program rather than just a commodity.  

Chart 6 of 18 – Define the Requirement

I don’t want my next two or three charts to be taken in the wrong way, because everyone is doing what they should be doing. But, some of the stuff that we’re doing within the PM with the PEO and with the Army staff, especially in some of the areas right now, is a common understanding of the requirement. What is the actual requirement? Then, after we get the requirement, what is funded for five years?  Put the money next to the requirement. I think with the PEO working with the Army’s staff after we’ve defined and applied the requirement, it’s really our job to step up and execute the requirement. Now, how are we going to field those bullets that G-3 says they need? 

Chart 7 of 18 – Ammo Requirement Generation Considerations

If you look at the Army Acquisition Objective, its things that are one time requirements or reoccurring requirements.  In many items, except for maybe some war reserve type stuff, it gets dominated by training. These are all the types of things that go into defining what the requirement is. 

Mobilization is huge right now in certain areas. We’re shooting so many rounds, especially when you get into small cal. Mobilization, almost by definition, is an unforecasted requirement. Now all of a sudden, here are the dollars and here is the year of execution. And oh by the way, why don’t you have 60 million of them?

So what we have to do is somehow work all these through to get to a requirement for the war reserve.  People run models on this and come up with a figure showing how many rounds we should have in a war reserve account. When we ask them if there have ever been that many rounds in a war reserve account the answer is no.  So from a PM perspective, how do I play it against a requirement that is always fluctuating? 

Chart 8 of 18 – Requirement Issue

To me, the bottom line is requirements flux. Requirements flux is when you don’t treat it like a major acquisition program. With requirements flux we don’t get coherent, long-term planning in the budget. Our numbers are consistently shifting or we’re just fixing the budget.  I call it “Ugly Execution”.  It’s really inefficient execution.  It’s costing us a lot of money when we could all act as a community and do things a lot smarter.  Some of the things that we’ve been trying to work with the Army staff on is that we’re going through and building the 06 POM. Training unique – as the Army staff looks at shortfalls on a training unique item, which means you only shoot it in training, a blank round for instance. It creates a shortfall if you don’t have one year in the pipeline.  Basically, if you don’t have a two year supply, you get a shortfall. One year is probably too much if you need a pipeline, but what is the proper pipeline? We’ve been doing a lot of budget drills lately and using 150 days as the trigger. At that point, if the pipeline falls below 150 days, then you trigger a shortage.  

Training Standards – you can train with it, qualify with it, and then shoot it in war. That doesn’t trigger a shortfall until you run out.  So you’re basically depleting your entire war reserve. You’ve run out now and have none for war. Now you have a Training Standard shortfall. 

War reserve I’ve already talked about a little bit.  You get a model output  identifying how many you should have based on national military strategy. But then you take risk. I understand why the decision makers have to do that. But, let’s put the number down that we’re truly going to go get. It will facilitate us when we’re planning a program. On the right side of the chart are some results. For instance the MGS, which shows them training at 7 to 9 times any Abrams any trained against. I think Abrams was around 100 rounds per tank, per year. MGS is showing 700 to 900 rounds per vehicle, per year. That’s not going to happen. War Reserve was fragmented, but I think is put together a lot better. The resourcing of that position is still a little fragmented from the Deptment of the Army’s side. They’re dealing with a lot of bosses - the infantry boss, the armor boss, the ammo boss – we’re spread across all these different bosses in trying to fund our programs.  

Chart 9 of 18 – Fund the Requirement

This was a title chart only with no discussion

Chart 10 of 18 – Example

This is just an example. POM funding runs along stable, then you get in conflict and it goes way up and then falls back down. We have a government organic capacity size to that funding so that if the capacity has gone up and goes over, you can see (in 05 on the chart) there is no funding that even brings us back to the organic capacity, yet in 04 we’re way above it.

At the top of the chart it says Stated Goals. We’ll have the Army give us goals of what they’d like to buy and how much they’d like to buy.  What kind of planning and programming can you do as an industry to accomplish that when we’ve seen at any given time the dollars just fall right off? So, that leaves us stuck in what you call “inefficient execution” in my perspective. We can execute it. There are always things we can go do. I just don’t think we do it as efficiently and smartly as we could. We need a good stream where we can properly plan our dollars and resources.

Chart 11 of 18 – Execute the Requirement

These are some things we’re doing within PMAS right now. 

Chart 12 of 18 – Large Caliber

Current Force – we buy the M829A3, the Canister and M830A1. Below you can see what we’re doing with 105 for the MGS.

Chart 13 of 18 – Large Caliber

We’re working on Objective Force Program which is our Smart Munitions. We have ATK and Raytheon to buy it out of the FCS vehicle. Here for training ammo that’s supporting Current Force. Today we’re doing an announcement that it’s the government’s intent to award a multiyear three, fifty-fifty split. 

Chart 14 of 18 – Medium (Cannon) Caliber

What we’re trying to do in medium cal is to come up with some logic and groupings of ammunition and get out of some of these urgent one-year execution buys. We’re trying to group rounds together that make sense and basically get them into long-term type contracts – multi-year contracts when we can.  If we can’t get them into multi-years, then get them into base years plus options.  

Chart 15 of 18 – 40mm Grenades

40mm grenades are a really tough area. It’s a lot of heavy, small business work. It’s component breakout. It’s resource intensive from the government side. So we’re trying to come up with strategies. 40mm grenades have not been built by us for many years because our dollars just weren’t executed. But I can also tell you that we still get phone calls about 40mm grenades.  We’re trying to group them to the strategy and bring them to a systems type buy. I won’t go into all the dynamics of it here, but we need to get small and large business involved and do best-value type contract awards. So if we go to a systems contractor, whoever that might be, they can show us end-to-end delivery on an item and show us how they get all the components and put it together, etc.  I think that would be a very big win for both small and large business.

Chart 16 of 18 – Small Caliber

Small cal is one area right now where the requirements – unforecasted requirements – just went huge on us very quickly.  We’re drawing down War Reserve, drawing down stock. We get supplementals. We get a lot of money thrown at us. It’s truly a success job the last couple of years because they’ve gone up three to four hundred percent from where they were three or four years ago. They’ve done a good job. We’ve gone out to existing commercial capacity, world wide in some cases to fill some of those voids. We’re doing mid-term and long-term plans. But we need to have plans in place for it if that requirement is going to stay at very high levels for the next few years and we must execute them.

Chart 17 of 18 – Summary

In summary, military ammunition is not a catalog or K-mart item. It is an acquisition program.   We can do a better job as an Army to solidify a requirement. If we wait until a budget year to fund a requirement, it results in inefficient execution. POM funded requirements will allow us to do a much better job in our acquisition strategy and will allow you in industry to do a much better job to posture yourself in the future to support us.  Quite frankly, the activity follows the money. If the money is there we will move towards it as well as you.

That’s all I have to say today. Thank you.

Chart 18 of 18 – Medium Caliber Cartridges (Backup)

There was no discussion on this slide.

Rene Kiebler, Representing PM CAS

Precision Fires. PM CAS is working to develop and field precision munitions to the indirect fires platforms.  This is primarily being done through two programs. The first is Excalibur, which is 155mm Artillery round.  We are focused near-term on a successful Guided Gunfire test this August that will show the ability to cannon launch and maneuver a guided projectile. The second is PGMM, which is a 120mm Mortar round.  PGMM has entered SDD and we are preparing to award the development contract. Both of these rounds will rely on new technologies and electronics to guide the projectile to its target.  This will result in a shifting of the industrial base required to support munitions production.

The challenge within the Army is to balance the quantities of conventional with precision munitions.

Conventional Ammunition.  While developing precision munitions we must continue to maintain the suppression fire capability of conventional ammunition.  We have several programs underway that will improve these munitions.

The Course Correcting Fuze (CCF) is one of these efforts.  CCF will add near precision capability to conventional munitions by allowing limited corrections through fins located in the fuze body.

Other programs include MACS, MOFA, M864 Recap and ACAAP.  These programs will rely more heavily on the existing industrial base technologies.

The challenge within the Army is to balance dollars against these conventional programs to fulfill training requirements and maintain appropriate WR stockpile levels.

System Contracting.  One emerging change that is important to note is the use of more 'System Contracting'.  In the past the PM has acted as the system integrator - buying individual components and LAP capability.  This approach is labor intensive and places the majority of program risk with the Government.  In the future we intend to utilize more systems contracts that will shift much of this responsibility onto a prime contractor.

Since the industrial base will be evolving toward precision munitions, I recommend that the ICAP consider this in their future structure of Sector Representatives.


Jim Sutton, PM Close Combat Systems

Chart 1 of 7 – Cover Page

No Discussion

Chart 2 of 7 – Equip Soldiers with Networked Systems

This is what we do. We equip soldiers.  Basically, you’ve heard from direct fire and indirect fire. If it doesn’t come out of a gun, then I’ve got it. That’s what Close Combat Systems does. Assured Mobility, that is the core doctrine for the Objective Force. That’s the traditional stuff of mine, countermine and demolition equipment.  There is also Force Protection, which plays in as well – non-lethal, and EOD equipment. On the right of the chart is the Close Battle Systems which is the shoulder launched, grenades, flares, pyrotechnics and all of those kinds of things.  In the center of the chart the organization is outlined. The center of gravity for the organization is at Picatinny Arsenal.  

Chart 3 of 7 – In Stride Ammo Modernization

When I looked at all the information and started trying to analyze the mission, I came out with this chart.  I grouped these data packages by their age and came out with this kind of distribution. Some of this stuff is getting pretty old. The question is how can we do in-stride ammo modernization? How can we keep the ammo coming and at the same time modernize it? This chart shows some of the strategies we’re employing: System Contracting/Best Value, Re-engineering while we’re in Production (we can’t keep buying the same stuff). We must improve. I know we can improve and you know how to improve it.  The stuff you have is better than what the soldiers have out there today. They need it and we have to get it to them. An example of this is on the next chart.

Chart 4 of 7 – Shoulder Launched Munitions

Here the customer said his desires on the Shoulder Launched were very simple. He wanted it all. He wanted it invisible, and there was no R&D program. We charged off and put together an acquisition plan to handle this. It was a very complex acquisition strategy. Fortunately, he came back and said he didn’t really have to have it all. He did say what he really had to have was something that was safe enough that it could be fired from undercover. Working with different people, we are now on contract for two different bullets. 

Chart 5 of 7 – Hand Grenade System Contract

This particular item is a very personal one to me.  In my platoon in Vietnam we drew pineapple grenades. In our first re-supply, we were given what we called baseball grenades. This is the same one, we’re still getting it, and we’re still having problems with it. In the center of this chart you can see some of the things that I think that industry does very well. That is what we need. We need industry’s ability to do those kinds of things to be able to put this in the hands of the soldier as a system.

Chart 6 of 7 – Matrix

Here’s another example of the way we are going into the future. I’m not sure it qualifies as a vision or not.  This is an effort to look at our anti-personnel land mine turreted programs that are going on and take some of that technology and pull it forward and let the soldiers use it now. Bring it into the Current Force as the Chief of Staff has said, rather than waiting several more years for it to come down. Take some of the electronics and computers from those Future Systems and marry it up with the old stand by and be able to put the system out. We’re going to be able to put this system out in the field within 100 days internal. This is the kind of thing that we need to get to. 

Chart 7 of 7 – Non-self Destruct Inventory vs. Requirements

This chart shows what we currently have out there.  

COL Jeff Gwilliam, PM Joint Services

Chart 1 of 7 – Cover Page

No discussion

Chart 2 of 7 – PM Joint Services’ Dual Mission Focus

I’d like to start out by giving you my dual mission focus. One side is Enterprise Wide. That is the application of SMCA across the enterprise including operations/processes and integrating them across the PEO and JMC. This is a consensus. A lot of work has gone into this area. We’ve come a long way between PEO Ammo and JMC and I think we can say we are an enterprise today – or at least we’re closer than we’ve ever been. We still have a little way to go, but we’ve got our senior leaders on the same sheet of music now.

My second mission, Service Unique, focuses on what I call non-army SMCA Transitioned items that don’t fall neatly into other PM’s standard portfolio. For example, bombs, fuzes explosives and propellants.
Chart 3 of 7 – PM Joint Services Portfolio

This chart shows a sample of my portfolio: bombs, bomb components, Navy guns and propellants and explosives.

Chart 4 of 7 – PM JS Organization and Interfaces

This chart shows you the organization – the cast of characters. We’re nine people deep. I rely extensively on the commands as outlined here. I’m also the PEO’s lead for the relationship with the Office of the Executive Director of Conventional Ammunition. I chair the JOCGS and the JOCG Secretariat works for me, so I spend a lot of time trying to mature that also.


Chart 5 of 7 – PM JS FY04-05 Workload

This is just a sample of our 04-05 workload. You can see primarily our business items are bomb and bomb components and demil.

Chart 6 of 7 – Single Manager for Conventional Ammunition (SMCA)

The Single Manager for Conventional Ammunition is big business. I think we all know that.  Its stated DoD objective is to achieve the highest degree of efficiency and effectiveness in all DoD operations. Actually, this means maintaining a healthy industrial base. I think the concept is sound. Consolidating management and consolidating requirements under one organization makes sense and will lead to a healthier industrial base. 

Chart 7 of 7 – Convention Ammunition

What I’d like to point out here is that although we talk conventional ammunition here in this forum, we are divided by definition. That’s because the DoD direct list has two sides. One is Single Managed Items and the other is Service Retained Items. This may have been a sound concept when SMCA was formed in the mid-seventies, but I’m not sure it makes much sense today. I say that because you’ve heard my fellow PM’s talk about the move toward Systems. As we go toward more guided and precision weapon systems, they no longer need the definition to call them SMCA. So they won’t be under the single managed concept. It will be up to the service. The good point about that is, at least for the Army, a lot of that is under BG Izzo either way. But, that’s not good for the other services.  I submit that there is a significant portion of our industrial base that works in conventional ammunition that’s split like this and I’m not sure that is the right way to look at this as we go forward.  So I guess that part of my pitch is that I agree that this forum ought to consider conventional ammunition’s bigger picture.  I think we need to try to get the other services here and I think we need to make the effort to go at it again. I don’t agree that it’s the service liaisons. The right people are those that have the whole commitment, not just those that are what I consider SMCA. I think we need to focus on this and not miss a big opportunity. We need to get the bigger picture and I think this forum can do that and help with opening doors with some of the other services. 


Matt Zimmerman, Associate PEO Ammo, Industrial Base

Cover Page, Chart 1 of 16

No discussion

Chart 2 of 16 – Industrial Base Management Overview

You have all seen a lot of these charts that I have here today, so I’m going to zip through them quickly. Industrial Base Management is done by an entire IPT with JMC and PEO Ammo leading it.  At tomorrow’s conference I’m going to use a lot of these same charts, plus Al Beuster is going to be briefing side by side with me, so you’re also going to see charts that Al will have as well. But, I do want to give you a quick overview on where we are and it’s always a good dialogue to address industrial base matters.  

One thing to emphasize here within our Integrated Product Team – we’ve met at least nine time in less than two years since we’ve been working it. We do have industry actively participating with us and that is Rich Palaschak. Rich even calls into our teleconferences that we have every other week to hear where we’re going and what we’re doing.  Our books are open and if anything sensitive comes up, we don’t discuss it on the telecon or we ask Rich to leave, but he’s really the eyes and ears of industry and you can all tap into him whenever you want.  

You see an emphasis here on Supply Chain Management. That’s where we focus on the production side of Supply Chain Management. We have specific responsibilities outlined in those regulations – whether it’s the SMCA or the AR that’s captured within the organization with the IPT really working those issues. 

I want to hit on the Industrial Base Strategic Plan. That’s one of our key thrusts that’s outlined in the SMCA directive. Also, to go and look at the GOCO’s organic bases. That is part of our responsibility to ensure that the core competencies and capabilities are sustained to deliver ammunition. It’s the same in the Industrial Base, and we pay the bill. Jim Loerhl, BG Rafferty – they own the facilities and they work our facility use contracts. But, we end up having to pay the bills and we work to try and keep it as lean and as effective as possible.

Production Based Plan. We have about 365 items that our Industrial Base Assessment Division tracks and plans for as far as what are the capacities, capabilities and deficiencies that are being placed in a Production Based Plan. We are automating that with a decision tool mapped onto a data base to help us make acquisition decisions factoring the industrial base into the acquisition process. We’re also looking at manufacturing technology.  We’ve budgeted for Activity 2 (BG Izzo has Activity 1 and 2) and I’ll show you that. We also have some RDT&E funding, and we have agreements that we’ve worked out with ARDEC. And, we also have an agreement with JMC that’s being staffed right now, plus, we have the overarching MOU that COL Gwilliam has with Bob Crawford outlining enterprise. Attached to that MOU are annexes for each PM and the Industrial Base.


Chart 3 of 16 – FY90-FY04 Production Base Funding

This shows a trend in funding back in 1990. This is production based support funding.  Funding that went into the production base, but also in our industrial facilities line money and could go to the commercial sector as well. But the point I’m showing on this chart is the decline. Congressional plus-ups shown in red at the end of the chart are the general trend, but the good news here is that we have 11 GOCOs now. We have 8 additional ones that have since 1990 been excesses and we’ve transferred the responsibility to BRAC to dispose of those eight ammunition plants. 

Chart 4 of 16 – FY04 PEO Ammo Funding ($M)

You’ve seen this before, the breakout for BG Izzo and Kevin (Fahey’s) overall funding profile. When you break out what is being applied directly for Industrial Base (the blue sector shows the RDT&E) it shows a significant amount of congressional plus-up. Then you show the other sector going into maintaining the production base or modernizing it.  The yellow wedge is White Phosphorous for Pine Bluff Arsenal LAP which is not in our production base support line. They suck it into mortars. We’ve had two previous years of money to design the line, now we have the money this year to go ahead and modernize it. This chart just gives you an indication of the funding layout for production base support which comprises industrial facilities. Maintenance and Layaway and the Arms program are also listed here.

Chart 5 of 16 – Section 806 Summary

We have Section 806 authority that was initiated in the Strom Thurman Defense Authorization Act in 1999. Rich Palaschak is very familiar with this. It permits the SMCA and BG Izzo the executer, to restrict procurement to a particular source within the National Technology Industrial Base (NTIB) in order to maintain that producer or supplier so they can furnish an essential item of ammunition or a component of ammunition.

The break out shows the full and open competition. The green, yellow and red is, in essence, what has been restricted, whether it’s to the NTIB or a sole source.  Between 03 and projected in 04, 60 to 70 percent of our procurements or acquisitions are going to a restriction to the NTIB, sole source or small business. This does not capture all our acquisitions because there are many options that are being awarded throughout the year, but at least on the new acquisitions it shows you the breakout and distribution of those procurements.

Chart 6 of 16 – Recent/Ongoing Activities

Some on going activities here. The automated industrial base tool that JMC is leading for us. A key thrust is looking at the GOCO’s and what we can do to make them more lean, applying Six Sigma philosophy and Lean management to the GOCO’s to reduce their operating costs. We’re focusing first on those ammo plants that we have to subsidize because they don’t have enough revenue to cover their operating costs and their costs are such because they were established or built in the 1940’s. They have a huge infrastructure. It’s inefficient in many senses and hence, we have to ensure that we can sustain that capability to meet our requirements.  A lot about the modernization is also funded through direct procurements by the PM’s, meaning some of that money goes in and they’ll do some engineering change proposals to help improve a particular production item. 

Chart 7 of 16 – Activities (Cont)

Here are some more activities that are not all that exciting.  Environmental characterization – last year we went through a Phase One just to see what information we had out there because we want to be good stewards of the Industrial Base and not duplicate any efforts as we go forward leading to the transformation of the Industrial Base.  Right now we have on the slate to look at Mississippi and Louisiana so we can help facilitate any conveyance of those two facilities through the BRAC process or just to exit out of it since our IPT has really identified that those capabilities there are necessary to meet our current or future requirements.  

In line with the Rand Study, Secretary White said do not do anything relative to divestiture consolidation outside the BRAC process. What really are the steps necessary to do anything in the event that we did have a business case that said it made sense to sell or long-term lease? So we laid out the steps in order to do that and learned a lot from the Air Force who really have been leading the way in getting out of the direct ownership of their particular facilities so they can focus on their core competency of acquisition management.  

The GSA is working the Twin Cities AAP. Bill Sanville is heavily involved in there. Disaster Recovery Planning is a new one that Kevin (Fahey) stumbled across. I think it’s a good idea. It’s prudent in that we’re going to go out and look at what we need to do in the event of a catastrophe – a terrorist attack. Or, that the environment is such that we could have a problem with maintaining our business continuity – our ability to acquire or produce ammunition. So we’re going to look out in the next three months or so and see what are some of the key features associated with our supply base where we would really be in trouble if we lost that capability? Plus, what do we need to do in order to get that capability back up and running as quickly as possible so it’s a transparent effect on our ability to acquire ammo and get it to the war fighter.  

Revision of Planning and Replenishment Requirements. That is the key feature that we’ve been working a long time. Right now our requirements are what are in the POM, because that’s what we have the money to buy. But, we’re looking to structure the Industrial Base, size the Industrial Base, to reflect those economic realities, but also to have some level of insurance in the event that we may need to surge or replenish.

Chart 8 of 16 – Industrial Base Challenges

At a couple of our IPT meetings we brainstormed on what were the key Industrial Base challenges. We came up with over 30 of them. We blocked them using a quality function deployment technique. This is not prioritized within the block, but the chart gives you an idea of what are some of the key challenges are that we face and that we’re moving forward on and knocking off some of these challenges and mitigating the impacts to the Industrial Base. One being the Strategic Plan, which we drafted in November, gave it to Mr. Bolton and General Kern last December during our Industrial Base Review.  Industry is a key input into this. 

Chart 9 of 16 – Industrial Base Metrics

One of our thrusts is to base line the Industrial Base. We’ve gone through several iterations of metrics and Mr. Bolton is a real stickler for metrics. In fact, his comment back on our strategic plan was essentially that it was a good plan, he liked it, but he wanted a performance measure against every single goal and strategy. So, that’s what we are doing. These metrics are really to help us characterize the condition and the responsiveness of the Industrial Base. It’s grouped in the operational, which is the JMC spearheaded Munitions Readiness Reporting System for the production base. We’re going to look at it from just what’s in the POM – the peace time requirements as well as what’s in the quorum which captures the total munitions requirements which are training, war reserve etc, but it doesn’t necessarily reflect if our base is okay. Hence, we’re going at it less stringent. Can our base respond to our current requirements?  And that’s good for top level review of the Industrial Base.  We’ll get into engineering related ones – you’ve seen some other specifics in earlier briefings -  but this is the one that we’re going to focus in on, collect the data and then put it into our SMCA Industrial Base Assessment Tool which is the data base with a decision tool mapped on it to help us make and form acquisition decisions.

This last one is our Past Performance Information Retrieval System. We’re trying to come up with a supplier assessment system. Right now, DoD has a past performance information retrieval system in place. We’re not confident that it is optimized for what we really need to do to assess our supplier base and to affect our decision making. But that’s where we’re starting right now and hopefully, by the end of March, we’ll have the supplier assessment system in place and implemented.

Chart 10 of 16 – Industrial Base Strategic Plan

The strategic plan, in essence, establishes the framework for how we’re operating and where we want to be and how we’re going to operate in the future. You’ve seen a lot of the PM’s talk about their vision which is in sync with our strategic thinking for the Industrial Base. 

We have five goals and six overarching strategies. We went through an expert system recently at our last IPT meeting where we had over 40 strategies and we used a Warden Business School Hierarchical, analytical, decision process to prioritize all our strategies and eliminate duplication. After doing that, we got it down to 30 that we’re going to focus on. Some of the overarching strategies are shown here and you’ve heard Kevin (Fahey) mention in the very beginning that what we really want to ensure that we do is to have the competencies and capabilities within the industrial base to deliver ammo and to sustain the field for the entire industrial base.

The last piece here is on Joint Service Activity. That’s the thrust with Secretary Rumsfeld throughout the BRAC process and where he wants to transform the Defense Industrial Base and really focus on what we can do to increase our Joint Service affiliation.

Chart 11 of 16 – Strategic Goal #3: Balance Industrial Base & Acquisition Management Risk

This is just a sample of what the Strategic Plan looks like. Rich has distributed this to the MIBTF. If you need a copy let me know. All we’re doing now is attaching the performance measures, reflecting the last prioritization that we did in the IPT using the business school model and getting BG Izzo to assign it, get it staffed through JMC with their endorsement and we’ll get it out.  This really captures our whole IPT’s thought process which represents their organizations and where we want to go.

Chart 12 of 16 – Overarching GOCO AAP Strategies

This chart shows where we stand on GOCO’s with the overall strategy. Back in March 03 we were told by Secretary White not to go out and divest or consolidate. So we’ve been in a hover pattern relative to the GOCOs. Although we do have some general things that we want to continue and that will be part of our overall strategy well into the future. We’ll keep things as lean and cost effective as possible. Remove excess physical capacity and infrastructure. Make it as efficient and as effective as possible.  And lastly you see the Joint Service bullet listed here at the bottom which is to identify and implement opportunities for greater Joint Service Activity. 

Our acquisitions will form and shape the Industrial Base and that’s our mind set within the PEO organization and within our IPT.

Chart 13 of 16 – GOCO AAP Strategy Outlook

Here’s a real eye test for you. This chart is interesting in that what it shows on the time scale are all the GOCOs. The green diagonally is the contract term expiration, and then you have a yellow dot for decision point.  Jim Loerhl negotiates facility use contracts and he has supplier contracts with all the GOCOs. This shows how our strategy to align the facility use contracts as much as possible with the BRAC process. The BRAC list comes out in May 05 and we have a buffer of about a year, to a year and a half so we can implement some of those BRAC decisions.  Chamberlain runs Scranton, Norris runs Riverbank, the color coding gives you an idea of how everything falls in place.  

Chart 14 of 16 – Production Base Modernization

Here is an example of Production Base Modernization. This is one of our themes. We went out and looked at about 212 items out of the 365 to determine our knowledge associated with manufacturing those items.  The sectors that we focused on were: propellants, explosives, small caliber, metal parts, electronics/sensors/fuzing, and LAP. To get in line with Rene Kiebler, talking about PM MAS’s vision in precision munitions, we believe it is essential that we understand the impact on electronics, manufacturing and the sensor technology for our future systems.  

We have a whole host of activities.  You’ve heard about the Cotton Linter situation. We went and moved out and in a risk mitigation fashion procured a shredder for sheeted cotton linters as a back up in the event that we could not obtain baled cotton linters to make Nitrocellulose for all our propellants.  

Chart 15 of 16 – Automated Combustible Mortar Increments Assembly

I’m going to discuss this chart in more detail tomorrow, so I won’t kill it today.  On this chart is one of Bob Harris’ item, the mortar combustible case increment. Right now these are assembled by hand and then the two halves are glued together. Through a Mantech effort with some RDT&E money from the Industrial Base Office, we are able to prototype this capability this year and now Bob is getting Armtec into full swing with a production assembler.  It demonstrates that we’re working to automate the touch labor that is required to do this process. 

Chart 16 of 16 – Ammunition Industrial Base Management Summary

To summarize, we are working hand-in-hand with JMC and with our IPT to manage the Industrial Base as effectively as possible.  

That’s a quick review of a lot of stuff. It didn’t do us justice, but it keeps us on schedule.  Thank you.

Jim Loehrl – Scrap History Chart

I want to make everyone aware of one issue that is out there in the industry now. This chart is a graph of steel scrap prices coming out of the American metals market since January 1999.  You can see what has happened here in the last few months. This is going to affect almost all of our producers that use steel as some form of raw material. This is beginning to hit us across the board. As an example, the price of steel as of January 2003 was $118 a ton. In January 2004, it was $207 a ton for an increase of 176 percent. Primarily what is driving that is the Chinese Market is sucking up all of the scrap steel in the world.

There is a real world impact that is effecting the profitability of existing contracts and it’s effecting contractors willingness to honor the options. It’s hurting the future prices 


Robert Harris

We agreed to review the Action Items at today’s meeting.  Matt (Zimmerman) you had the first one which was to review the PEO Ammo Industrial Base Plan, which you’ve done. 

Bob Crawford and Matt were asked to provide relevant responses to Dean Bartles’ Large Cal segment presentation. That item is now closed.

As a group we were asked to identify the candidates for the Co-chair and Sector Leader positions. That did occur and that item is now closed.  I heard from a lot of people and I thank you for the nominations. For those people who made nominations that were not selected, I’d be glad to explain how those choices were made as a side bar.  In some of those cases it was a decision based on not having more than one representative from the same company. 

Rick Beaulieu and Jim Loerhl were asked to report on the 2NP issue. This item is now closed.

Another Action Item was tasked to Bob Crawford and Matt Zimmerman to investigate System Sector Supply Chain Issues brought up by Dave Martin at the last meeting. Dave is not here today, so we’re not going respond to that at this time. Bob and Matt may contact Dave as required. This item is closed.

Mike Wilson – Critical Characteristics

Sue Crisp put out a letter to the MIBTF, ICAP and some other people advising that we were about to implement a new Critical Characteristics Clause (CCC) in all upcoming contracts that were munitions based. In looking at this clause, it became apparent to me that there needed to be some discussion with industry. Industry’s concerns need to be brought to the Army about what is being intended here. I don’t think anyone on the industry side has any problem with the intent of doing this and why we need to do it and what it means to the soldier, or that the soldier deserves the very best ammunition that he can get.  This clause is written and is full of a lot of contractual and legal issues and maybe some issues that deal with the viability of certain companies. If this was laid on them right now it would probably drive them right to the edge of financial ruin.  There are some timing issues involved with the way that we are seeing the clauses written. 

We may be misinterpreting a lot of things in this clause. All I suggest from industry’s side is the need for government and industry to meet and discuss the implications and implementation of the CCC.



BG(R) Bill Holmes – Closing Remarks

I’d like to say that I’m truly honored to be the new co-chair of the ICAP. It’s certainly a hard act to follow. I really appreciate the vote of confidence. I also want to thank the PMs for being with us today. That was an outstanding series of presentations.  It really painted the picture of what was on your minds and the reasoning behind it. I certainly hope you will consider being with us in the future. One last item, I’d like to see all the Sector reps, both the current and incoming, at the end of the meeting.

Robert Harris – Closing Remarks

That’s everything on the agenda. I will make a few additional closing comments at our dinner tonight. Thank you for another great meeting.
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