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1.  ATTENDEES:  A list of attendees is provided at Enclosure #1.

2.  MEETING AGENDA:  The PPTF #23 agenda is provided at Enclosure #2.

3.  EAC Members Present:  David Allott (day two only), Bill Birney, Jim Flaherty, Joel Gregory, Sue Gruber, Larry Gulledge, Tony Hewitt, (sitting in for Mr. Allott on day one), Bill Holmes, John Maniatakis, Gary Motsek, Pat Nolan, Joan Sigler, Steve Shows, Pat Thatcher, Bill Turnis and Matt Zimmerman.

EAC Members Absent:  Randy Edgemon, Ken Hennings, Janice Howell, Tony Melita and Mike Mullinax.

4.  DISCUSSION SYNOPSIS:

The PPTF convened at 0830 at the Embassy Suites on 27 March 2002.  The working group addressed a variety of areas on day one pertaining to the following:  General Meeting Information, EAC Membership Issues, Recap of Taskers from PPTF #22, ARMS Program/Funding Update, GOCO Competitions, Transformation of Installation Management, OSC/TACOM Task Force on Arsenal Management, CY 2000 ARMS Program Benefits, Installation Management – Public-Public-Private Partnerships, Industrial Base Strategy and Commercialization, OSC Industrial Base Vision, Security Requirements and ARMS Contractors, and the Location of PPTF #24.  Day two highlighted the following areas:  Installation Successes and Lessons Learned, 27 November 2001 ARMS Team Workshop, Consideration Use, Operation Enterprise Report, ASPI Update, ARMS Policy on Ownership of Property and a Review of PPTF #23 Taskers.

Call to Order, Welcome and Opening Remarks

Mr. Gary Motsek, Deputy Chief of Staff for Ammunition, HQ, Army Materiel Command, Mr. Bill Holmes, President and CEO, Day Zimmermann Mason and Hanger, and Mr. Larry Gulledge, Deputy to the Commander, HQ, Operations Support Command

Mr. Motsek began by welcoming the group and asking Mr. Steve Mapley if we had a quorum.  Mr. Mapley informed the group that we did have a quorum and that the meeting could begin.  Mr. Motsek conveyed that this was his first PPTF meeting and welcomed the group to this extremely important meeting.  Heretofore, the ARMS PPTF operated within and atmosphere of much turmoil.  The turmoil extends through DoD.  Mr. Motsek told the group that they need to present a solid front to senior leadership. Otherwise, they will be driven down a different road.  Radical change is definitely is on the horizon.  He indicated that no one knows what will change or where they are going yet but they continue to move towards change without looking at what is currently working and has meaning and value to the nation.  They just believe their mandate is to change.  Mr. Motsek said that we must be consistent in how we operate and speak with a consistent voice.  The same story needs to come from inside the government and outside the government.  He thanked the group for taking the time to come to the meeting and indicated that he is looking forward to working with the group, now and in the future.  Mr. Motsek then passed the floor to Mr. Bill Holmes for his opening remarks.

Mr. Holmes thanked Mr. Motsek and jestingly acknowledged to the group that with the upcoming changes to the EAC structure, he believes that he is the shortest serving co-chair.  Joking aside, Mr. Holmes conveyed to the group that Mr. Motsek hit the nail on the head in his opening remarks.  It is a time of tremendous change in our business as DoD and the federal government look to how they can do the job more effectively.  Mr. Holmes indicated that with Mr. Gulledge and Mr. Motsek in place, we have a firm hand managing the important tasks at hand.  He then turned the floor over to Mr. Gulledge.

Mr. Gulledge greeted and welcomed the group.  He explained that this meeting has been long in coming because of the events of September 11.  He wanted to talk about today’s environment, what’s ongoing and shaping the industrial base.  He said we are in a state of transformation.  The concept is to transform everything, including the industrial base.  Plant competition is underway and will help to shape the base.  PBD 407 is also exploring what the base should look like.  Mr. Gulledge said that there is still no firm decision on the results of PBD 407.  TIM (formerly CIM) is yet another part of the evolving process, along with the formation of the PEO structure.  Mr. Gulledge indicated that the ARMS program was put in place some time ago and codified more recently.  The program will be used to help reduce the footprint.  We also have ASPI, which we’ll hear more about later in the meeting, along with a presentation on Public-Public-Private Partnerships and Federal Government Corporations.

Mr. Gulledge indicated that ARMS has been successful beyond their wildest dreams.  He continues to get calls as to what a great economic regeneration model the program truly is.  People tell him we are doing the right things.  He indicated that we submit an annual report to the Secretary of the Army and solicited help from the group.  He requested attendee’s lay out what they feel we should be doing with the ARMS program and what they would like to see come out of it.  He requested that they share this during the open forum.

He then said we have documented successes and are a real change agent.  Lastly, Mr. Gulledge reviewed the environmental remediation costs per site.  This weighs heavily when we are looking to reduce the footprint.  He indicated that this is what we know today.  Mr. Gulledge said that in talking to others about the ARMS program, using Cornhusker as a gauge, we have been cleaning that up for 20 years and the costs associated with it came to be substantially higher.  Overall, you can count on 2-5 times higher costs than originally planned.  A chart gave the scope and magnitude of what we are really up against.

General Meeting Information 

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten requested that attendees correct and return the data verification sheet provided with the badge to ensure that our database is current.  She then introduced the OSC ARMS team and indicated that they played a major part in the organization of the meeting. She indicated that additional copies of handouts were located on the table in the front of the meeting room.  Dr. Alten informed the group about the no-host dinner at Cattlemen’s restaurant across the street.  She also provided some general meeting information.  She asked that everyone speak loudly into microphones in order for all to hear.  

Concluding her general information briefing, Dr. Alten addressed the purposes and goals of the ARMS program.  She then introduced Mr. Steve Mapley who gave the next two briefings.

EAC Membership Issues

Mr. Steve Mapley, Program Director, ARMS-I

Mr. Mapley began explaining some historical problems with the processing of membership nominations.  He indicated that most recently we have been sighted for ethical conflict of interest because of our having ARMS contractors on the EAC.  Mr. Mapley conveyed that the Federal Advisory Committee Act (FACA) representative had told him that other FACA groups have run into similar problems and none were successful with their fight.  He then moved on to discuss the new EAC structure that has been developed and explained the EAC’s new concept and the benefits this will provide.  He conveyed that under the new structure only one industry representative, who will serve as a voting member of the Executive Committee (EC), will be a special government employee and will have to go through the formal nomination package process.  The other industry panel representatives would serve as corporate representatives.  Those sitting on the EAC would be there to represent their corporations.  There will be no nomination process to deal with for these representatives. 

Mr. Mapley indicated that the biggest problem he had was finding an industry representative who was not one of the ARMS contractors.  Mr. Mapley then covered the proposed layout of the ARMS EAC and the corporations that will have a seat on the industry panel.  He indicated that various subject matter experts could be added as needed and as appropriate.  He said they are doing some rethinking as to what offices would now be appropriate for the government panel.  He then asked if there were any questions.

Mr. Maniatakis asked if the industry panel would choose the industry representative to serve on the EC and asked how that EC member will interface with the industry panel.  Mr. Gulledge suggested laying out some taskers as to how we will structure and form the new panels.  He believes that the industry panel should have a say in who sits on the EC.  

Mr. Gulledge then tasked the industry panel members to propose by the end of the day how the industry EC representative should be chosen.  Mr. Holmes recommended that the industry panel have a chairman who would be charged to prepare the industry panel’s views and would also be responsible for getting that information to the industry representative on the EC.  Mr. Motsek indicated that the way other successful panels worked was that each panel had a spokesperson to bring issues to the EC.  We need to be extraordinarily careful with people having fiduciary interests and their interface with the EC.  He didn’t have a problem with the industry panel nominating the industry EC representative.  Mr. Maniatakis agreed and said that if you are having an industry panel, then those panel members should be able to choose the industry representative who will sit on the EC.  Mr. Gulledge would like to see the proposals for individuals other than the current nominee, Mr. Greenberg, who could fill the role and get through the nomination process.  

Dr. Alten then reviewed the tasker, which is as follows.

ACTION:  Initiate a policy for the industry panel/industry representative on the EC, to include industry EC representative selection process, interface between the industry panel and industry EC representative, responsibilities of the panel and industry EC representative, and whether the industry panel needs a chair.  The panel is to meet later today and provide response back to Mr. Gulledge.

Mr. Auger suggested that if there is going to be a chair for industry panel, there should also be one for the government and subject matter expert panels.  Mr. Gulledge agreed.  Mr. Holmes recommended that the industry panel needed to get together and choose who would handle the tasker that was just assigned by Mr. Gulledge.

PPTF #22 Taskers

Mr. Steve Mapley, Program Director, ARMS. 

Mr. Mapley indicated there were fifteen taskers from the last PPTF meeting and eight were completed.  He said he would be discussing the items that were still open.  

1. Tutorial of web sites and flow-chart with respect to the EAC.  Mr. Sid Saunders will address this during the day two portion of the meeting.

2. Report on progress of initial lease at next PPTF.  Mr. Mapley indicated that they looked at a land lease at Holston, but shortly after the last PPTF the developer withdrew interest.  They are still looking for other interest.  In the meantime, it will be a tool they can hold on to.  Mr. Tony Hewitt indicated that the incubator model is in place at Holston and this will set the model for subsequent land leases.  Mr. Mapley asked for an update on this to be given by BAE at the next PPTF.

3. Where do leads come from?  Mr. Mapley said that this is still in process.  There are a number of ways to encourage tenants and they will continue to work this topic at tomorrow’s workshop, which is scheduled after the PPTF meeting.

4. Develop ways to capture ARMS successes.  Mr. Mapley conveyed that they continue to look for good ways to capture this information.  They are using newsletters, PwC savings validation efforts, which are a big selling point, and briefings provided to the public and private sectors.

5. Outreach/learn from other similar groups.  Mr. Mapley said this is ongoing through the following activities:  IDRC meetings, ASPI at Arsenals, LSF at Redstone, NASA, and PwC efforts on conveyance. 

Mr. Gulledge asked Mr. Mapley about capturing successes.  He asked if there was any way to put the newsletters on the web site.  Mr. Mapley indicated they were already are on the web site.  Mr. Gulledge asked for a tasker for something to be developed for the web site that would contain the successes at the sites.  The other EAC members thought this was a good idea.  Mr. Mapley said that they would work this issue at the workshop scheduled after the PPTF meeting.

ACTION:  Tutorial on successes for ARMS web site at marketing workshop – OSC ARMS Team.

Mr. Maniatakis asked if the annual report has been going to the Secretary of the Army.  Mr. Gulledge indicated that it has.  Mr. Maniatakis suggested that a separate piece of correspondence be sent to the Secretary informing him of the ARMS program to bring him up-to-speed.  

Mr. Burgin then indicated that the information is on the Operation Enterprise web site.  Tomorrow’s workshop will discuss what we might do to remodel the web site. Mr. Gulledge said that he wants this information on the OSC web site.  He wants to get information out by electronic means rather than paper.  Mr. Eichorn indicated that there have also been successes on the ASPI side at Pine Bluff and Watervliet.  Pine Bluff has published in trade journals.  Mr. Eichorn stated that we need to do the same to foster the ARMS program.  Ms. Sigler said that the National Association of Installation Developers (NAID) would be a good source to leverage visibility.  A brief discussion ensued on what could be done electronically to get the word out.

Mr. Nolan said that we need to get money in the budget.  When we send the report to the Secretary this should be noted.  We get a flat $5 million, which has made it difficult to run the program.  If the program is really going to grow, we need to have the necessary budget.  Mr. Gulledge agreed and indicated that we can get further into that subject later in the meeting.

Mr. Mapley resumed the review of PPTF #22 taskers, which follows:

6. Workshop in conjunctions with the PPTF meetings.  This is ongoing and there is a workshop scheduled to follow this PPTF meeting.  

7. Brief ARMS to the Army Senior Leadership.  Mr. Mapley indicated that this is ongoing with various briefings being given to DA and DoD leadership by DCS Ammo.

Mr. Nolan asked Mr. Motsek if he sees any friends at the top, i.e. ARMS supporters.  Mr. Motsek indicated that he has seen many enemies.  He believes that Susanne Patrick’s assignment was fortuitous.  Part of the mistake we are making is concentrating on the Army as the sole supporter of the program.  We are now throwing OSD into the picture.  What we are doing is transformation but we haven’t packaged it as transformation.  The SECARMY is aware of ARMS because we have embedded it into his briefings relative to the condition of the stockpile.  Mr. Motsek said that the Army can do one or two things at a time really well, but not more than that, and they currently have a number of things ongoing, which are not linked.  We need to build consensus and support at the OSD level.  

Mr. Maniatakis asked who established the $5M mark we have settled for in the past.  Why can’t we get above the $5M mark?  Mr. Motsek said it’s a PEG that established the $5M.  This year we have GEN Lust making the case and Mr. Motsek can’t tell the group yet how that will be going.  Mr. Zimmerman said PEO Ammo needs to build this into their process.  Mr. Gulledge then introduced Mr. Zimmerman to the group as the PEO Ammunition representative from Picatinny Arsenal.  Mr. Gulledge indicated that the way funding has gone is certainly not a way to run a business.  We need to start looking at the way we put the requirement together.  Mr. Maniatakis again asked who chops the figure to $5M.  Mr. Auger said that annually the request is submitted for $15-20M per year.  As it goes through the process, it is taken down to $5M.  He gave a brief description of how the point is argued through the process.  Mr. Motsek said in his opinion we are not going to win in the PEG process in the future.  They will use the historical number based on the number of requests on the table.  

ARMS Program/Funding Update

Mr. Douglas Borgeson, HQ OSC ARMS Team

Mr. Borgeson stated he was going to talk about funding, where we’ve been and where we’re going.  He covered the annual financial benefits and indicated that it is important to note the sites where we have begun to receive more benefits than what the Army has invested.  The annual recurring benefit is just short of $40M.  Mr. Zimmerman asked how they realize the benefits and Mr. Borgeson provided a brief explanation.  The figures on the chart through 2000 have been validated by PwC.  Mr. Borgeson then highlighted the cumulative investments and benefits.  In 2003, the program will have received more benefits than dollars invested. 

He then addressed ARMS Financial Benefits.  Mr. Borgeson indicated that they are very proud that the benefits are now exceeding the investments.

Mr. Borgeson then covered the collateral ARMS benefits, which is what Mr. Nolan had asked about earlier.  Mr. Borgeson indicated that there is a lot done at the facilities that is not included in the quantified savings/offsets.  Mr. Zimmerman asked about the technology point on the slide.  Mr. Borgeson explained that in some cases equipment has been upgraded after not being used for 15 years and after that the tenant is responsible for keeping the equipment technology up to date.  It is hard to put a dollar figure on those types of things.  

Mr. Borgeson displayed the list of tenants.  He explained that they are commercial employees, not DoD employees.  He then stated that the next chart was a first, listing the facilities operating at no cost and the timeframe in which it occurred.  These included Kansas, Indiana, Sunflower, Mississippi, Louisiana and Scranton.  

Mr. Knotts explained that the Center for Army Analysis (CAA) is reviewing PBD 407 and the ARMS program for the Chief of Staff of the Army (CSA).  They are reviewing the RAND analysis to be sure that the risk approaches used are appropriate.  They have come to realize that they are looking at the wrong metrics/approaches.  Mr. Knotts will cover what we are looking at during his briefing.  Mr. Borgeson indicated that CAA has asked some of the best questions he’s ever been asked about the program.  They are really looking at risk and costs and at an economic and business perspective, along with the Army’s perspective.  CAA is bringing up points that have never been brought up in discussions with RAND and others in the past.

Mr. Borgeson briefly discussed defense consolidation.  He then moved on to the funding profile.  He indicated that the Delta on this chart is the shortfall.  Mr. Eichorn stated we estimated the lost ROI on that Delta at about 20%.  Mr. Borgeson continued with an explanation of the funding profile for FY03-09.  

He discussed the marketing incentives and indicated that with the budget problems they have at this point, they are not going to be able to give the maximum of $500K as planned to the plants this year.  They are going to reduce it to a maximum of $300K for ’02.  For the following years, they will tie it to the revenue.  They are also going to look at tying marketing to success.

Mr. Borgeson then moved on to discuss performance incentives.  With the ‘02 funding shortfall, they will be reducing the value of the incentives.  Ms. Sigler asked if the $500K for marketing went directly to Operation Enterprise.  Mr. Borgeson indicated that it went directly to the plants (generally somewhere between $250-400K).  The plants are so different from each other that they need to market for themselves.  Ms. Sigler said her thought was that if you are reducing the amount, you should do it based on what they are actually doing.   Mr. Borgeson indicated that the amount is negotiated with each plant individually and it does vary from plant to plant.

Wrapping up, Mr. Borgeson informed the group that he forgot one important item on his final slide, which was that last year’s economic impact was $400M.  

(1015  Morning Break)

When the group reassembled after the break, Mr. Gregory made a few comments on the last chart in Mr. Borgeson’s briefing.  He would contend that a better investment would be to recapitalize.  Does the dollar figure count the contractor expenditures on equipment?  Mr. Borgeson said that the answer was no.

GOCO Competitions

Mr. William Turnis, PARC, HQ OSC

Mr. Turnis began by stating he is an ARMS supporter.  He indicated that he would be discussing the Load, Assemble and Pack (LAP) and Radford competitions.  Beginning with the LAP competition, he stated that they are looking to obtain a best-value competitive solution from industry that provides cost-effective rightsizing, ensures a timely and quality product, provides for facility management and provides innovative plans for commercial marketing.  He conveyed that they need to maintain critical skills and core competencies and maintain production and replenishment capabilities.  The LAP competition acquisition objectives include the following:  improve/modernize facilities and incorporate new technology for current and new items to support Army transformation; establish manufacturing engineering capability for both current and new items; and substantially reduce or eliminate the need for direct government funding.  Mr. Turnis indicated that the bottom line is to position and shape the LAP base to be flexible and responsive to future technological trends.

Mr. Turnis conveyed that they are working with the PEO in developing the strategy and are seeking industry input via a web based survey.  There is currently no release date for the solicitation and there won’t be, until they have the strategy established.  At the end of the LAP briefing, Mr. Turnis took a few questions from the industry panel members concerning what happens at the end of current production on some items.  A brief discussion ensued on the topic.

Mr. Turnis then moved on to the Radford competition and highlighted the objectives of this competition, which included the following:

· Lower/Eliminate Ownership Cost of this Critical Asset

· Provide for Operation/Maintenance of the Facility

· Encourage Contractor Investment/Modernization of the Facility

· Maintain Replenishment Capability

· Maximize Use of Facility – Commercial Market or Support of Government Products

· Eliminate or Significantly Reduce Need for Direct Army Funding of Operational Costs

· Provide for Delivery of Small Supply Requirements (Mr. Turnis indicated that Norm Brown said those amounts add up to about $1.5-2M per year)

Mr. Turnis then covered the status of the Radford competition indicating that the receipt of proposals is scheduled for 5 Apr 02, and the projected award date is 28 Jun 02.  The new contract should be effective 1 Jan 03.

Transformation of Installation Management (TIM)

Mr. Garry Eichorn, HQ OSC ARMS Team

Mr. Eichorn began by displaying a description of TIM.  In the past these functions fell under the mission Commander.  We have manufacturing installations, which differ from these.  This new structure should give the commander the chance to focus on warfighting.  The bottom line is to streamline headquarters, create more agile and responsive staffs, reduce layers of review & approval and allow Commanders to focus on their mission.
He moved on to the two functional areas, mission functions and garrison functions, and explained the flow under each.  Mr. Eichorn then reviewed the installation management activity.  He indicated that HQDA functions and mission support are to provide policy and oversight; oversee programs, standards, plans, and resourcing; and ensure that the MACOM Commanders serve on installation board of directors.  Mr. Eichorn then explained the regional breakdown.  They have centralized management and control of money.

Mr. Eichorn addressed how this effects us.  He explained that our installations are not currently falling under TIM and should be held out until at least FY03.  He feels that if they pull our installations in any sooner, it is going to make their load far too heavy. 

He reviewed the traditional base support resources.  Mr. Eichorn indicated that the bulk of the management would still be handled by us.

Summarizing, he reiterated that they are giving the mission Commanders the opportunity to focus on their missions and the garrison Commanders the opportunity to focus on the support.  

Mr. Mapley said excessed facilities were not listed and asked if they are going over to TIM.  Mr. Eichorn indicated that he believed so.

OSC/TACOM Task Force on Arsenal Management

Mr. Fritz Larsen, HQ OSC.

Mr. Larsen introduced himself and explained that he has been working with TACOM to review ground systems and create some synergy.  He explained their vision, which is to create a 21st century industrial enterprise that optimizes system readiness and enables continuous transformation.

He then covered the guiding principles of the task force, which included the following:

· People are paramount and empowered to resolve issues at the appropriate level.

· Mission and customer are our focus.

· Integrated product teams are the cornerstone of the organization.

· Create agile, responsive, value added, streamlined organizations.

· Emphasize leadership not management.

· Corporate culture is openness, teaming, and sharing.

· Improve and integrate our business, systems and technology.

· Reduce bureaucracy and hierarchy.

· Align responsibility, authority, funding, evaluation and compensation.

· PMs are responsible and accountable for life cycle management teamed with all supporting MSC commodity commands.

Mr. Larsen indicated that they are also looking at the installations that will be located under the PEO structure.  He explained they have five process teams in place including such areas as quality and production.  They are trying to reach out to industry and are working with Mr. Greenberg at NDIA.  Additionally, they are trying to establish a forum similar to the way ICAP works.  He indicated that the bottom line is industry can make recommendations but can’t vote.

Mr. Larsen then reviewed the strategic objectives of the task force.  He conveyed that he is a supporter of both the ARMS and ASPI programs and indicated that we need to continue to reduce the cost of the product.  

Mr. Turnis asked to move back to the conversation on TIM and said that you won’t see objectives in that program stating to have the best roads or the nicest facilities, etc.  He asked if what this task force is looking at is consistent with TIM’s objective of allowing Commanders to focus on their mission.  Mr. Larsen indicated it was consistent.  Mr. Gulledge said his understanding was that the Brigadiers commanding the region would own the facilities.  Mr. Larsen indicated that was correct.  

Mr. Maniatakis stated that this type of segregation cannot be performed and said that it will create a big mess.  He asked who is going to fix the steam pipes.  Mr. Nolan agreed and indicated that every facility is different and you cannot take a cookie cutter approach for these things.  A brief discussion ensued on this topic.  Mr. Motsek said that when TIM was created they had not considered PAA and the Army Working Capital fund in their process.  They kicked the can down the road by saying we are not going to address those types of installations under TIM now.  The ACSIM has set objectives to modernize the facilities.  Nothing on this list approximates what happens at an industrial operation.  You will be able to compete for a new gym; that’s on the list.  But on their master plan/goal, you are not going to see industrial operations as a high priority.  Mr. Motsek indicated that they are primarily concentrating on the troop locations.  

Mr. Manitakis indicated that this is going to create so many situations that they will never be able to resolve.

Concluding, Mr. Larsen covered the task force milestones indicating the following:

· Initial task force meeting took place on 13-14 Feb 02

· OPCON of GSIE scheduled for 1 Jul 02 

· Provisional order for GSIE – 15 Aug 02

· Provisionally standup organization – 1 Oct 02

· Concept plan of operation completed – 1 Apr 03

· Permanent orders for GSIE – 15 Aug 03

· Standup organization – 1 Oct 03

Mr. Gulledge suggested to Mr. Larsen that they include Sierra in with the arsenals.  

At this time, Dr. Alten indicated that the group would break for lunch early to allow time for the industry panel to meet and begin work on the tasker assigned to the group earlier in the meeting.  The meeting would resume at 1300.

(1115  Lunch)

When the group reconvened after lunch, Dr. Alten indicated that since there are so many new faces at this meeting it would be appropriate for everyone to introduce themselves and the organization with which they are associated.

CY 2000 ARMS Program Benefits

Mr. Kevin Knotts, PricewaterhouseCoopers

Mr. Knotts thanked the group for the opportunity to come and speak and provide the annual ARMS program update.  There were two things that had been mentioned already today – one is the audit, which he was going to brief.  They looked at sixteen active facilities and examined the savings for both the government side and the Army side.  The second topic he will discuss is the economic benefits generated through the ARMS program, both direct and indirect.  

The first topic addressed was the ARMS program and savings, which included services performed in lieu of rent, overhead absorbed by ARMS tenants, overhead absorbed by ARMS investments and incentives, and the rent shared with the Army and government.  The Army saved $160M and the government saved $134M during 1993-2000.

Mr. Gulledge asked how much money was put into the program compared to the money saved.  Mr. Knotts indicated that was to be discussed on a future slide.  He then highlighted the annual ARMS program savings breakdown by year.  Mr. Holmes asked why the Army savings was greater than the government savings.  Mr. Knotts indicated that there were investments that occur, such as renovations, where the overhead was picked up as part of the program.  Mr. Borgeson also clarified that every dollar went into the facility must be burdened.  The Army savings was realized in part because the cost of the product was going down.  

The next slide highlighted the amount of savings for each facility.  Mr. Knotts then moved on to discuss investments and incentives, followed by where the investments took place and included infrastructure, incentive fees and administration.  ARMS investments and incentives were $206M during 1993-2000.  He then addressed the loss of facilities (Indiana, Badger, Sunflower), which has caused a drop in tenants of 6% per year.  Even with this reduction in tenants, there has been an increase in ARMS tenant employees of 23% per year.

Next, Mr. Knotts covered the savings-to-investments ratios, which have increased steadily during the years 1995-2000.  Pertaining to jobs created and economic impact, the ARMS program created $3B in economic output and created/sustained 3,400 jobs during 1993-2000.  He then explained the AAP economic output from 1993-2000.

Summarizing, Mr. Knotts reiterated the following ARMS program savings analysis (1993-2000) findings:

· $160M in ARMS savings to the Army

· $134M in ARMS savings to the Government

· $206M in ARMS investments and incentives

· Number of ARMS tenants decreased at 6% per year during 1998-2000

· Number of ARMS tenant employees increase at 23% per year during 1994-2000

· Savings-to-investments ratios increased steadily during 1995-2000.

Additionally, Mr. Knotts indicated the following relative to the ARMS program economic impact analysis (1993-2000):

· ARMS direct and indirect economic impact was $3B

· ARMS program and its tenant activities created and sustained 3,400 jobs.

Mr. Nolan raised the issue that once the money gets into Washington circles it gets lost.  He thinks we need to take the savings into account when determining what the Army is looking for to help the budget process.  Nobody recognizes the savings.  Mr. Gulledge said that they have been laying this information out to both GEN Kern and Mr. Bolton.  Both of them have expressed real concern that maybe we have taken this thing a little too far.  He has had to explain to them that there is no surge capacity today and explain that these are capabilities that they no longer possess.  Mr. Gulledge is frequently queried on how long it would take to bring a line up and they don’t understand how we got into the current position.  Mr. Gulledge also informed the group that he believes the folks in Washington are now attuned to the situation.  

Mr. Saunders asked if there was a better way to show the numbers, that is, show that we have more efficient facilities.  Mr. Nolan conveyed that we need to change the message and include transformation.  Mr. Knotts indicated that they can in fact do this.  Mr. Knotts is getting ready to go out next week to visit the plants and can look into what has been invested and how that has resulted in savings to the government.  Mr. Eichorn said that perhaps this would be another way to measure success.  Ms. Sigler indicated that they should also compare this data to other options besides ARMS options.  She believes that the ARMS numbers would be favorable in comparison to the other options.  A brief discussion continued on this topic.

Mr. Roddy said that we need to agree as a government that we want to maintain certain capabilities.  In reality, that’s what is needed.  Mr. Gulledge agreed with this.  If consensus is reached that a capability is needed, then the cost shouldn’t be a factor.  With the dollars and cents issues always weighing in, it prevents them from maintaining the needed capabilities.

Mr. Motsek said we can’t get anyone to stand up and say these are the capabilities that we need to keep in the base.  We are fighting against the government using BRAC type metrics.  Based upon this metric the only way you succeed is to close the base.  What we need to do is to get someone like AUSA to publish a white paper for us.  If we could build this in a transformation scenario, Mr. Motsek believes you would have an outside salesman via AUSA to sell this.  USASAC has been able to demonstrate what is needed to gain the kind of support that they need.  We need someone outside to push this for us.  Mr. Holmes said he thinks that the door is open for this.  He spoke with the person at AUSA that puts together papers such as these and that individual indicated they are looking for just such a paper. 

ACTION:  Pursue AUSA publication as follow-up to ammo paper.  Mr. Holmes will lead this action item with support from the OSC ARMS Team.

Mr. Maniatakis stated that he believes it needs to go out in more than one publication.  Then, Mr. Roddy reiterated that the capabilities need to be defined.  He said we are being held hostage today and we need to fix this.

Public Forum

At this time, Dr. Alten indicated that comments and questions would be welcomed from the public.    Mr. Harley Wadsworth, Lone Star AAP, indicated that they have over 100 tenant employees.  He indicated that the biggest savings are from the third party jobs and the savings that are passed on to the government on all of their products.  He asked if those savings were captured anywhere.  Mr. Borgeson answered that question with a no.  Third party offsets are not included in any of the numbers.  Mr. Gulledge asked if there was a way to capture this.  Mr. Borgeson indicated that they probably have the numbers.  Mr. Knotts needs to think about how to best capture this so that when someone comes to check the data, he can support the request.  He stated that in many cases his studies are not intrusive to the accounting folks and in this case he would be getting on the inside to see how the facility accounting departments work.  Mr. Knotts asked how free the facilities feel with their books.  Mr. Wadsworth indicated that he doesn’t believe that there would be a problem with PwC getting the needed data.

Ms. Sigler asked if there were a lot of problems with encroachment infringing on operations.  She mentioned she had heard Radford was running into this problem.  Mr. Nolan said he was not aware of this.  She indicated that there is a program in place to provide funding to help facilities with this issue.

Mr. Gregory commented that the real question is what are we going to be when we grow up – what is the end game?  We are now at a point, perhaps, where we need to find the essential capabilities and the program should be targeted to maintain these capabilities.  We should cast a very critical eye on tenants and activities that will impair the breathing space we need.  The whole thrust of the program should be bringing in tenants that won’t curtail the ability of those facilities to be used to produce munitions in the future.

Mr. Figg indicated that the ARMS program was afraid that you could encroach on your own mission.  He thinks the mission isn’t really hampered by the tenants.  He even has a school onsite at his facility.  Mr. Maniatakis added that you could even have utility tenants selling gas, electric, etc.  Mr. Gulledge said that there is no one particular case that is the same straight across the board at the facilities.  

Installation Management – Public-Public-Private Partnerships (PPPP)

Mr. Kevin Knotts, PricewaterhouseCoopers

Mr. Knotts began by addressing Mr. Maniatakis’ comments on having utility companies locating onto the facilities.  He indicated that it works better on the coast than in the mid-west because of the stringent standards prevalent on both coasts leaving the sites as one of the few options available.

Mr. Knotts was asked to address public-private-partnerships and federal government corporations.  He set the stage by explaining the services required, common needs and unique/specific areas.  He described how they get investment into these markets.  In the commercial market model, there is a deep market that is readily accessible with a high percentage of initial cost, and mobile and non-specific location requirements.  On the side of the government outsourcing model there is a shallow, highly modified market with limited or low value for the assets, a low percentage of initial cost, and a location that is highly specific.  

Mr. Knotts continued to set the stage by discussing risk, control and private sector involvement.  The government enterprise and government corporation both fall under the FGC model.  He then highlighted a comparison of public and private entities.  On the public side selected entities included government department/agency, and the government corporation.  On the private side the selected entities included government sponsored enterprise and private corporations.  He provided a listing of agencies that serve as good examples.

He then moved on to privatization.  He discussed the question why privatize?  Mr. Knotts indicated that they looked at many different cases and came up with these nine reasons:

· Policy choice to cease participation in activity

· Internal attempts to cut costs

· External fiscal pressures

· Improve infrastructure

· High quality services

· Rapid implementation

· Lack of personnel and expertise

· Provision of services not currently available

· Political pressure

The bottom line for privatization is cost reduction and poor government performance

Mr. Knotts indicated that privatization is not an end-state but a method of moving from a government producer to a private producer.  The objectives of privatization are to reduce cost; generate revenue from selling assets and collecting taxes; supply infrastructure or other facilities that the government cannot otherwise provide; bring in specialized skills needed for advanced technologies; and lessen government interference and direct presence in the economy.  Additional objectives include accelerating economic development, promoting the development of capital markets, and attracting investment.

He conveyed that relative to general corollaries of privatization, the key privatization elements are a going concern and that the primary customer be the public.  Mr. Gulledge indicated that none of these criteria fits any of our facilities.  Mr. Knotts agreed.  He said that if the government stops buying ammunition, we’re out of business.  The problem we look at is that the government is the business.  Without a long-term commitment, it’s hard to make long-term investments.  Mr. Gulledge said that if you want to be out of the business, then privatize.  A brief discussion ensued on this topic.

Mr. Knotts then indicated that with the help of a few folks in the room, he had laid out a GOCO/COCO cost comparison chart.  He indicated that on the COCO side the insurance cost is a high cost.  At this point Messrs. Gregory and Holmes jumped in and asked why insurance wasn’t included on the GOCO side.  Mr. Holmes made the case that the GOCOs now are much more like COCOs compared to 10 years ago.  Mr. Nolan argued that the equity costs are paid back in terms of production cost and you don’t have that on the GOCO side because it was created under a very different situation.  Mr. Holmes said he thinks Mr. Knotts made his case just fine without this slide.  Mr. Nolan stated that if it was not a government facility then you wouldn’t do LIF or MIF.  Mr. Knotts agreed and said that there are a lot of costs out there they are addressing.  Mr. Thatcher also indicated that depreciation is not being figured into this chart, which is a real cost.  Mr. Nolan conveyed that the product is price driven, not cost driven.

Mr. Knotts moved on to the Litmus test that dates back to Harry Truman.  He asked the following questions:

· Is the activity predominately of a business nature?

· Can it produce revenue and/or be potentially self-sustaining?

· Does it involve a large number of business-type transactions with the public?

· Does it require greater flexibility than the customary type of appropriations budgets ordinarily permit?

He indicated that a long-term commercial relationship and commitment is basically the success of the FGC.

Relative to the U.S. Enrichment Corporation, Mr. Knotts indicated that it is a private firm that was established in 1998.  It is a global energy company currently holding 75% of the North American uranium enrichment market and a 40% share of the world market.  This corporation started out as an organization in the Department of Energy.  When the controls changed from government control to private control, profit became the focus.

Mr. Gregory asked how the environmental remediation side was handled.  Mr. Knotts indicated that the government is still handling that portion.  

Mr. Knotts stated that FGCs are not subject to stringent market discipline.  He believes there needs to be strict financial accounting, not off-budget accounting.  The bottom line is that FGCs need to be controlled because of this off-budget accounting.

Moving on to the Public-Private Partnerships (PPPs), Mr. Knotts conveyed that everyone in this room, being part of the ARMS program, is involved in something similar to this.  He then went on to explain the UK experience and the journey they have taken between the late 1970s through 1997+.  

Mr. Knotts discussed when considering privatizing, at what point do you consider PPPs.  He explained that you do this where services can be wrapped around an underlying asset; value for money can be improved by buying services from an integrated provider; government control requirements are high; enterprises show low commercial viability; and capital investment may be required.  He discussed where ARMS fits.”  ARMS can fit anywhere in the continuum.  A master developer can leverage both sides.  

He then explained the structure of a typical PPP.  Mr. Knotts said that type of model would work in most cases.  They are running into the challenge of the local community, which is where they made the change in name to Public-Public-Private Partnerships (PPPPs).  Mr. Knotts indicated that DoD should adopt PPP approaches for the following reasons:  

· Implementing PPPs allows the services and DoD to concentrate on their core businesses (i.e. warfighting)

· Private sector funded recapitalization of facilities

· Quality service delivered at lower cost

· Significant potential financial benefits (savings and up-side)

· Helps to strengthen the Military Industrial Base through long-term commitments.

Mr. Knotts conveyed there are some typical contract provisions, which include scope of services, change mechanisms, pricing, payment and performance.  He moved on to highlight the main features of a PPP contract, which are as follows:

· Long-medium term (typically 15-30 year commitment, but may be longer

· Needs to be sufficiently flexible to cope with change, but…

· …sufficiently clear to ensure responsibilities are clearly defined

· Complex
· Involves construction, operation and maintenance…

· …often delivered by several entities via subcontract

· Detailed respective responsibilities of public and private sector

· Substantial transfer of risk
· Pricing risks (both short and long-term) to the provider

· Potential for termination to the government

· Project must be “bankable”
· Must support a deal with competitively-priced finance – equity and project debt

The bottom line of a successful approach is value for money.

Mr. Knotts then highlighted the potential execution options for PPPs, including the benefits for the customers and the impacts on the service provider. 

Concluding, he conveyed what is in it for the commercial sector.  He said that it provides long-term production contracts with long-term commitments; provides a foundation for a long-term business and stabilizes the industry; enables the private sector to make long-term business investments; improves risk-sharing and reduces government oversight; and provides performance-based outputs and improved control over production process.  Mr. Gregory asked if government oversight actually occurred in the UK.  Mr. Knotts indicated that it did.

(1500  Afternoon Break)

Industrial Base Strategy and Industrial Commercialization

Mr. R.B. (Dick) Auger, HQ Army Materiel Command

Mr. Auger began his briefing explaining what they have been marketing and presenting relative to the ammo program up to this point.  He thanked those that have contributed to the dialog today.  It has made his briefing easier.

He congratulated the group for what they have done to reduce ammunition cost.  Mr. Auger indicated that there has been increased volume (ROI) and contracting methods have changed with a few multi-year contracts.  Mr. Holmes asked what the Y-axis in the ammunition cost reduction slide referred to.  Mr. Auger stated the Y‑axis indicated cost per ton.  He understands that they also need to display this by family to show the entire picture.  

Mr. Auger explained the challenges and the requirement.  He asked when we have ever replenished.  Mr. Gulledge said that he would draw from the other slide -- we are buying with little or fewer dollars.  If we analyze the previous slide we would find that because of reduced funding, the cost per same item could be higher.  He would throw out that slide and include something along the lines of what he said, by family, including legacy and unique items.  Mr. Roddy indicated that if you took the previous slide and just framed it differently, it would read more positively.  

Mr. Auger conveyed that we are not explaining this to business people and need to explain the business consequences.  Mr. Gulledge referred back to the last slide and asked what the theme was that we really want to include in the report to SECARMY.  If in the report we need to make gloves off statements of what has happened since the ‘97 timeframe and if the report will be signed again by the EAC co-chairs, maybe we don’t have a whole lot to lose by putting down exactly what happens.  This is not a good new story.  Mr. Holmes agreed and stated this slide is fraught with peril.  Mr. Gulledge strongly believes this slide could be taken in the wrong context.

Mr. Budelier asked him to explain replenishment.  Mr. Auger indicated that we have to look at the acquisition strategy of the products -- look at the weak points and how we can best fix them. 

Mr. Gulledge said the point on the smoke stack is important and shouldn’t be missed.  Mr. Auger then conveyed that we are no longer the Army Industrial Base but we are now the Army Sustainment and Technology Base.  This is critical.

Mr. Auger explained that the Army ammunition community must do the following:  design munitions and their hardware to support the “Objective Force” by integrating new manufacturing/process technologies into the model; procure sufficient munitions for modernization/consolidation investment; and support the DoD requirement to project the entire range and depth of munitions to the Services.  Mr. Gulledge noted that strategic configured loads and flat racks will be part of the change.

Mr. Motsek said the issue is that we are still $16B in the hole.  The trend is there.  Mr. Nolan said we need to consistently remind people that precision still has a dumb component.  We need to modernize that part of the base when modernizing the front end.

Mr. Auger then presented a model on how we can get there.  This is a working slide that will change, as the process is refined.  The government needs to come to the table knowing what core capabilities they want.  He indicated that asset management performance is the measurement of metrics.

Mr. Gulledge asked what they consider to be 75% occupancy.  Are the buildings that are mission specific considered when figuring the 75%?  Mr. Nolan said they take this into consideration.  Mr. Motsek clarified that 75% was established by OSD as, for instance, BRACable.  Mr. Nolan said that in some cases these facilities couldn’t all be considered business parks.

Mr. Holmes asked if we could define what “occupancy” consists of.  Mr. Auger replied that we could.  We need to build all of this as we build the process.  Mr. Gregory provided one more observation, which was that you still need smoke stacks to make products.  Mr. Auger clarified that yes, you still need smoke stacks, but there are other components to the system.  He then briefly discussed the way ahead.

Concluding, Mr. Auger informed the group who he has talked to about this, which included GDOTS, PEO Ammo, and Day Zimmermann, to name a few.  He indicated that we would continue to work this process until we have consensus.

OSC Industrial Base Vision

Mr. Gary Budelier, HQ Operations Support Command

Mr. Budalier indicated that he works in the industrial base (IB) assessment office at OSC.  Mr. Al Beuster is currently his manager and he also worked with Mr. Rich Janik.  They work with critical processes within the government base.  He indicated that he was not here to talk about how many facilities we are going to get down to.  He would address the characteristics.  The future of the IB is not an exact science.  Costs, needs and private sector responsiveness all enter into the picture.  He indicated that the projections shown are from where they sit from an “Industrial Base Management Perspective.”

He then explained the characteristics of the future/ending DoD ammunition IB.  He indicated the following:

· Largely commercial -- minimally organic

· Flexible, agile and adaptable

· Modernized, efficient, and supportive/in line with future technology and Army transformation

· Will be tied to weapons systems

· Duplicate capabilities will be eliminate

· Will be smaller – infrastructure reduction and consolidation plan

Mr. Nolan asked how they were going to justify how they are going to get to the appropriate line change.  Mr. Budelier indicated through the overall product piece.  At the same time, MG McManus is a big supporter of the base and he will go out to work the issue.  PEO Ammo is looking at the same issue and trying to get their hands around it, too. 

Mr. Gregory commented that he thinks it’s silly to maintain only one pour line.  He indicated that if that line went out, we would be in deep trouble.  Brief discussion ensued on this issue.  Mr. Budelier said that analysis will have to spell out how many lines are actually needed. 

Mr. Budelier indicated that Mr. Borgeson has already touched on tenant activities at the plants.  He reiterated that they help with cost reductions, improve readiness, preserve critical skills, preserve critical equipment, enhance infrastructure, and improve strategic value of an installation.  Mr. Budelier conveyed that the Industrial Base Management Office and ARMS program work closely together.

He indicated that as we shape our base, we need to look at the tenant activities and factor this into IB decisions.  The length of agreements for use of facilities is critical to all parties.  The operating contractor/installation support requirements must be clearly defined.  Mr. Budelier said that most critically, when possible, strategic plan communication must take place.  

Mr. Budelier then highlighted things to consider when closing facilities.  He said that excessing of installations takes a long time; tenant revenues can be used to affect disposal costs; intent is to honor existing tenant agreements; and opportunities may exist for parcelization (contractors negotiate ownership of facilities).

Summarizing, Mr. Budalier stated that the ARMS program and the Industrial Base Management Office will continue to work closely together to maximize readiness and minimize costs.  Both are vital to a viable ammunition production base. 

Mr. Gregory commented that you must be sure when you sell off parcels that buyers are planning ammunition compatible processing.  Mr. Mapley said that you have to know what you want to keep and have a plan for what you want to keep, along with a divestiture plan.  You need to work with the public sector, industry, and community to make the transition.  If you want to maximize the value of the facility to the community, you need an economic regeneration model that implements this over time.  A brief discussion ensued on this issue.

Mr. Motsek said our mission is to get our senior leaders to kluge onto our program.  He also indicated that we need a national security plan.

Security Requirements and ARMS

Mr. Jim Burgin, Pendulum Management Company LLC

Mr. Burgin began by telling the group that this briefing came about as part of a discussion during the November workshop. Since September 11, the security measures that were enacted have really hampered some of the plant businesses.  There are a lot of contracts in place where the tenant had no clue how life would change after a September 11 event.  They understand and support the need for security.  But how do you take that and relate this to growing the commercialization effort?

He reiterated that security measures have significantly hampered some existing tenant operations at some of the plants.  For example, one tenant at Riverbank is losing $60K per month due to difficulties getting customers to their business.  

He explained that the security pre-September 11 was at Threatcon Normal, where badging was required, there were random checks, random patrols, and more thorough screening was required for restricted areas.  The post-September 11 plant security level is currently at Threatcon Charlie and was originally Threatcon Delta.  At the current level the following is occurring:

· Limiting of POVs and contractor vehicles in all areas

· Hand checks of all personnel in each vehicle

· Addition of armed National Guard and/or Army reservists at entrance points

· Addition of armed National Guard and/or Army reservists performing perimeter controls

· Suppliers and/or commercial carriers must be verified, searched and escorted.

Mr. Burgin explained that the Commander is charged with protecting everything within the fence at the same level and outside the fence adjacent to high-risk areas.  He stressed that there is no consideration given to differing levels of area sensitivity (controlled vs. restricted).  Mr. Burgin conveyed that with the present requirements, even if the fence were moved back to develop land uses, no relief from responsibility of the Commander for the newly isolated land exists.  There is a need for distinction of security measures required in different areas or zones and there is a need to establish zones based on risks, and current and future uses.

He then presented the benefits of commercialization indicating that many of these have already been covered in earlier briefings.  Mr. Burgin then explained what’s at stake, which included the following:

· Existing tenants are being jeopardized and financially impacted

· New ARMS tenant prospects are turning away

· ARMS commercialization efforts are in jeopardy

· Loss of in-excess of $40M in annual revenue and lowered facility costs

· Loss of commercial development momentum

· Increased security cost with no revenue generator to help offset cost

· Loss of ability to use generated revenues to help DoD offset maintenance/security cost.

He then discussed their proposal, which included that each facility be evaluated to determine if zoning is appropriate or required; Commanders be authorized to establish development zones and allow commercial security standards in those zones; facility contractors incorporate standards for tenant activity in development zones into their facility security plans to reflect site-specific needs; facility security plans be approved by the plant Commander; and Commanders be given flexibility to act based on specific approved contractor’s requests rather than be forced to use a “one size fits all approach.”

Mr. Burgin indicated that the action needed would be to draft language that would authorize Commanders to implement zoning and security commensurate with risks and requests; seek approval from SECARMY to enact new policy; and implement the new policy.

Mr. Gregory asked if he was talking about carving out separate facilities.  Mr. Burgin indicated no, and provided another example of zoning they are proposing.  Mr. Gregory believes that you would have to carve the various areas out. Mr. Burgin then reiterated the levels of protections on the various zones.

Mr. Gulledge said he knows there’s a lot of dialogue going on about this.  Before the next PPTF, he said they would take this data and work it with their security people and higher-level security people.  Mr. Burgin indicated that Mr. Borgeson also has a white paper that might help them while working this issue.  Mr. Nolan asked Mr. Gulledge to look at standardizing the Commander’s standards of definition.  

ACTION:  Meet with OSC/HQ AMC security offices to discuss potential new security requirements based on Mr. Burgin’s data – ARMS Team.

Recap of Day One Activities and Review of Day Two Agenda

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten reviewed the actions that stemmed from day one.  They included the following:

1. Meet with OSC/HQ AMC security offices to discuss potential new security requirements based on Mr. Burgin’s data – ARMS Team.

2. Attempt to track 3rd party overhead – Messrs. Thatcher, Borgeson, and Knotts.

3. Initiate policy for panel/industry representative, to include representative selection process, interface between panel and representative, responsibilities of panel and representative; and whether the panel needs a chair. The panel will meet today.  Response to Messrs. Gulledge and Mapley from Mr. Holmes by 16 April 2002.

4. Tutorial on success for ARMS web site – Marketing workshop/OSC ARMS Team.

5. Prepare for PwC a matrix of investments and resulting savings – ARMS facilities to provide data to Messrs. Borgeson and Knotts by 5 April 2002.

6. Pursue AUSA publication as a follow-up to the ammo paper – Mr. Holmes and OSC ARMS Team.

7. Ask for Waiver for Occupancy Rates – Mr. Motsek.

8. Develop success story briefing – Messrs. Mapley and Saunders.

Dr. Alten asked if there was anything she has left out.  No one responded.  She then reviewed the day two agenda.  

Location of PPTF Meeting #24

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten asked if there were any suggestions for the next PPTF meeting location.  Mr. Gulledge recommended Rock Island.  Mr. Zimmerman asked if Washington, DC should be reconsidered.  There was negative response to this suggestion.  Mr. Zimmerman then offered the suggestion of Picatinny Arsenal.   Mr. Mapley indicated that airline hubs are good meeting locations. Mr. Maniatakis suggested Las Vegas.  

It was agreed to hold the PPTF #24 meeting in Rock Island in late August/early September 2002.

(1700  Day One Adjournment)

Thursday, 28 March 2002

Day Two

Call to Order, Welcome and Opening Remarks

Mr. Larry Gulledge, Deputy to the Commander, HQ OSC

Mr. Gulledge welcomed the group to day two of the meeting.  He stated that he hoped everyone had a good evening with some good food.

Dr. Alten then gave some brief administrative announcements.

Installation Representatives on Successes and Lessons Learned

Mr. Doug Hanify, Iowa Army Ammunition Plant, Mr. Rick Schweitzer, Milan Army Ammunition Plant, Mrs. Winnie Wu, Riverbank Army Ammunition Plant, Mr. Jack Figg, Lake City Army Ammunition Plant

Mr. Hanify introduced himself as being from American Ordnance at the Iowa Army Ammunition Plant.  He displayed photos of facility buildings that one could expect to rent at that location.  He briefly discussed Iowa’s dual focus.  He moved on to talk about the Iowa AAP tenant status, highlighting the medical clinic in which discussions are underway with the current medical provider tenant for building a new medical clinic at that site.  He then introduced Mr. Rick Schweitzer from Milan AAP for the next briefing.

Mr. Schweitzer also displayed photos of buildings that tenants could expect to rent should they decide to locate at this facility.  He said they have learned to focus more on energetics type companies.  They have signed on four tenants in the three years they’ve been associated with the ARMS program.  

He then discussed Milan capabilities, and indicated the following:

· They are working with several potential ARMS tenants that require energetic facilities, as well as their existing infrastructure for commercial activities.

· Advantages:

· Use of hard-to-market explosive production lines, explosive storage areas and explosive testing facilities that are available at an AAP.

· Use of extensive inert storage warehouses and distribution facilities.

· Marriage of like products supports utilization of critical skills.

Concluding his briefing, Mr. Schwietzer reviewed Milan’s tenant status

Mr. Gulledge commented that he spoke with a company named ManTech regarding lead cleanup.  He suggested that they visit Milan, then prove their worth and perhaps they would be able to get the business for lead cleanup at that location.  Mr. Crumpler said that ManTech has not yet contacted them.

Mrs. Wu, Riverbank AAP, then greeted the group indicating that she is the director of marketing and special projects at that location.  Norris Industries has been the contractor at Riverbank for approximately 50 years.  Riverbank has 813,000 sq. ft. of space to offer.  All of the tenants have come via word of mouth, drive by, and from the web site.  They have two out of state tenants, one from Ohio and one from Portland.

Riverbank tenants include American Office Mode, which is a modular office assembly company and LMC West, which is a manufacturer of pollution control and nut processing equipment.  This is one of the companies that has been having difficulty staying in business since the heightened security of September 11.  Mrs. Wu indicated that California Highway Technologies also leases space on the site.

Other tenants include Kamps Propane, Sierra Railroad and Riverbank Oil Transfer.  They are hoping to get some new tenants that might be interested in using the rail car service.  Some specialty tenants at Riverbank include Pacific Coast Machining and Manufacturing, Pacific Bell Wireless and Ceracon, Inc.

Berkeley Forge is a Riverbank tenant that strictly rents storage space.  Pete and Sons Electrical Contracting is a family-owned business now using an old firehouse annex, approximately 1,700 sq. ft. of space.  Leisure RV Storage is a subtenant renting space for RV storage.  Since September 11, the RV storage business only has access during the daytime, when before September 11 they had access 24/7.  

Concluding her briefing, Mrs. Wu conveyed that Building 10 is a newly renovated building with approximately 20,000 sq ft. of space. They are hoping to perhaps secure a storage company for this space and have also been talking to Home Depot.

Following Mrs. Wu, Mr. Jack Figg introduced himself as the ATK Business Manager for Lake City.  ARMS at Lake City got off the ground just over a year ago.  ATK has a 25-year facility use agreement.  He indicated that their goals are to provide facility readiness, upgrade aging utility infrastructure, upgrade obsolete building structures, make more effective use of the underutilized site, and provide economic benefits to the community.  He explained the layout of Lake City based on the aerial photo projected on the screen.

He discussed the amount of security now in place at Lake City and the efforts put forth trying to sell that kind of space with the new security restrictions.  They had a company looking at space that would be “Jiffy Lube of the Army,” which could service a fleet of that size.  He discussed the space that he was looking to lease them, which was a 20-acre patch that was an attractive piece of property.  Mr. Gulledge mentioned that this was Mike Sandusky and the company that he works for that Mr. Figg is referring to.  Mr. Figg indicated that this business could also have expanded to be a parts distribution system because of the location, convenient to the highway.  They have not yet been able to come to an agreement.

Mr. Figg then moved on to discuss the facilities available and displayed two more photos of how space at that location can be converted.  They currently have five tenants.  The sixth tenant, a link producer, was having difficulties and ATK bought them.  They have upgraded 250,000 sq. ft. to date.  123 new jobs have been created.  He said they believe that they will have approximately $150K in rental revenue for FY02.  They have opened a Lake City business center and he went into brief detail on what that center offers.  The largest tenant was the link business, which is the business that ATK purchased in late 2001.  ATK is also working to create a factory of excellence.  

Allied Systems Ltd., another Lake City tenant, is a common carrier for automakers and rents space for car storage.  In this case, unused paved surfaces became a revenue source.  He explained that he ran into difficulties with this tenant after September 11.  They ended up having to move 6,000 cars off the property in 48 hours, since the carriers were no longer permitted on and off the facility 24/7.

Mr. Figg then covered the LCAAP development and focus, highlighting ARMS activities to date, ATK in FY03, and their long-term plan for Lake City tenancy.  He then presented a wish list that indicated a $6.1M need for ARMS funding, but due to a reduction in funding they are evaluating feasible ways to retain projects listed, yet not mislead the lease prospect.  

Public Forum

At this time, Dr. Alten indicated that comments and questions would be welcomed from the public.  

Ms. Sigler indicated that the incubator and work with small companies was an ideal marriage and would benefit all plants.  She recommended they contact the National Association of Industrial Incubators, Dinah Adkins, for additional information.  Mr. Borgeson said that they were going to cover this point in the workshop.

Mr. Mapley then suggested that attendees review the USDA Loan Program briefing even though that briefing will not occur at this meeting.  They are going to brief an update on this at the next PPTF.  Mr. Borgeson indicated that since November there has been a big increase in loan interest.

Debriefing – ARMS Team Workshop 27 November 2001

Mr. Douglas Borgeson, OSC ARMS Team

Mr. Borgeson indicated that this workshop stemmed from a tasker at the last PPTF.  Most of the topics addressed in the workshop included areas that may not be of great direct interest to the EAC but are of interest to the facilities.  This session was held in November at the Blackhawk Hotel in Davenport.  There were about 25 attendees and they discussed the ARMS process flows, national marketing efforts, the impact of September 11, and topics to cover at the next workshop, which is to be held directly following the current PPTF meeting.

Relative to the impact of the September 11 discussion at the November workshop, a sub team was established, two meetings were conducted, and a security briefing was developed, which Mr. Burgin gave on day one.

Mr. Borgeson reiterated that there is another workshop that will be held directly after this meeting.  They will be covering topics such as business development, web sites, and the logo.

(0905  Morning Break)

Consideration Use

Mr. Douglas Borgeson, HQ OSC ARMS Team

Mr. Borgeson said that he wanted to explain how much consideration they receive through the program.  The first thing they do is ask the facility contractor for a revenue forecast, which the contractor develops.  Then they negotiate an agreement.  A list is then developed of projects for which the money will be used.  This list is submitted to the ACO and following that, will be submitted to the OSC ARMS Team for review.  The facility Commander receives the list for negotiation and prioritization.  Finally, an agreement is executed for the projects.  This all happens right around the start of the FY.

Mr. Gulledge asked if we have thought ahead to the time when the facilities may fall under TIM.  Mr. Borgeson said that they have begun to look at this and feel this is something that will be an issue with TIM.  Mr. Gulledge noted that we need to stay out in front of this and develop POCs within TIM.  Mr. Roddy asked if when funds are generated at an installation through this, will they ever leave the facility.  Mr. Borgeson believes that you would not be able to pass funds from place to place.  Mr. Auger said that we need to work that legislatively for funds portability between facilities.  

At Mr. Borgeson’s request, Mr. Ratcliff listed a number of consideration projects that have been done at Radford AAP.  They are projects that benefit the entire plant and were mainly upgrading facility infrastructure.  Mr. Figg stated that one of the things that needs to be considered is the length of the facility use contract length.

Operation Enterprise Report

Mr. Sid Saunders, Pendulum Management Company LLC

Mr. Saunders said the purpose of the briefing was to provide an update of the Operation Enterprise program.  He reviewed the CY 01 activities, which included four newsletters, two national exhibits, one national ad, one article, and updates to the homepage.  

He then discussed the four newsletters published in CY 01.  The Spring 2001 newsletter highlighted the Mississippi Ammo Plant Tour and highlights of the PPTF #23 meeting.  The Summer 2001 newsletter featured Operation Enterprise exhibits at the World Real Estate Gathering.  “Marching to the Beat of a New Drummer”, a story that highlighted Steve Mapley, the OSC ARMS Program Director, was the feature article in the Fall 2001 newsletter.  Closing out the year, the Winter 2001 newsletter highlighted the Northwest Louisiana Commerce Center.

Ms. Sigler asked who receives the newsletter.  Mr. Saunders explained that the bulk of the newsletters go to the plants and a limited distribution list that OSC sends out.  Ms. Gruber asked if they considered sending them to national site consultants.  Operation Enterprise is currently working with Mr. Borgeson to get this distribution in place.  They want to prepare a cover letter specifically designed to address that group.

Mr. Saunders then conveyed that they had national exhibits at the Seattle IDRC meeting in May 2001, and at the Dallas IDRC meeting in October.  They ran a national ad in the August 2001 edition of Business Review.  There were responses received from this ad.  Ms. Gruber noted that it is hard to quantify those ads but it is the exposure through those routes that counts.  

Mr. Saunders then stated that they attended two small business conferences addressing how they can get visibility for the program.  There is a debate as to whether or not to do these types of conferences in the future.  

During 2001, they also created a brochure that promoted the overall ARMS program to be used as a support piece for the plants.

There was an article written for the June 18-24, 2001 issue of Defense News titled “Try Civilian Solution, ARMS Can Reverse Base Revenue Drain.”  They have other articles in process and need to determine where to publish them, AUSA being one option that was discussed yesterday.

Relative to their web site, he discussed the list of the summary results for 2001.  He asked that those plants that have web sites track how many visitors come to their site from the Operation Enterprise site.  He expressed frustration with the fact that since September 11 some of the plant sites are no longer accessible.  He asked that the facility representatives look into this and correct it if possible.

He discussed the planned activities for 2002.  They are as follows:  

· Attend the IRDC May meeting in Salt Lake City

· Produce two newsletters

· Limited updates of homepage

· Focus on specific assets and services

Mr. Burgin noted that when they first attended an IDRC show it was a real task to convince them to let them be there – to allow a new product to the show.  The reluctance is no longer there.  They’ve been accepted by IDRC.

Mr. Saunders then provided a web site status, which included that to date they’ve made minor changes only and results have produced a significant number of personnel looking at the web site.  He conveyed that additional changes could be made to further increase the usefulness of the web site.  Web site improvements would include a redesign and further development of the web site to be more asset specific rather than carrying an “ARMS Program” theme; development of an admin site for Openterprise; adding 3D animations; increasing the key words and search engines; placing the Openterprise hotlink on other web sites; and improving the statistical reports available for the web site.  He then briefly discussed the cost of web site improvements.  He asked all involved to look at their home pages to see if they were built to bring tenants in or were just a corporate advertisement.  Lastly, he presented the costs associated with logo and newsletter redesign.

Mr. Gregory asked if they looked into Small Business Administration (SBA) seminars.  Mr. Saunders stated that the incubator conference they attended was sponsored by the SBA.  At the moment, the places where they are taking the booths out to are corporate real estate size.  With limited resources, they have to choose the national meetings and leave it to the plants to make the regional conferences.  Mr. Saunders said that they are open minded as to what national meetings they attend.  Mr. Gregory stated he believes they need to target more on the small business side.  What facilities are available can dictate who they market to but they need the input from the group.  A brief discussion ensued on this topic.  

ASPI Update

Mr. Garry Eichorn and Ms. Carolyn Young, HQ OSC ARMS Team

Mr. Eichorn indicated the reason we now have the ASPI program is due to the success of the ARMS program.  The FY01 Defense Authorization Act put ASPI in place as a 2-year pilot program.  This is being touted as ARMS for Manufacturing Arsenals.  Pine Bluff, Rock Island and Watervliet are the sites in the pilot program.

Last year they sent the program through channels to ASA(ALT), where it sat.  That is why there is currently no funding for this program.  Mr. Eichorn then introduced Mr. Tony Gaetano and Mr. Bob Mahoney from Watervliet.  Mr. Eichorn indicated that Pine Bluff is also working on partnerships. 

He then explained the ASPI purposes, which are as follows:

· Utilize existing workforce

· Reemploy and retrain skill workers

· Encourage commercial use

· Opportunities for small businesses

· Maintain manufacturing skills base

· Demonstrate innovative business practices

· Rapidly responsive to free market competition

· Reduce or eliminate cost of ownership

· Reduce cost of DoD products

· Leverage private investment

· Foster federal, state, local and commercial cooperation

Ms. Sigler asked about deeded land.  Mr. Eichorn indicated that special legislation put that in place.

Mr. Eichorn highlighted what they have gone through seeking funding for the ASPI program.  He stated that Congress looked at $15M, FY02 in WCTV line, but Dr. Oscar submitted a letter indicating that funding ASPI was not a necessity.  A joint conference moved ASPI to OMA and the Army allocated $7.5M to ASPI.  The Army and AMC will provide $1.5-$2.5M soon.  He indicated that Congressional delegations are anticipating ASPI funding but misunderstandings abound.

He conveyed that they have been seeking assistance from AMC to fund $7.5M for ASPI in FY02, sponsor legislation to continue ASPI and set up a joint legislative meeting.  Mr. Eichorn indicated that they need ASPI funding to adapt facilities to potential tenants and they also need to keep legislators informed.

Mr. Eichorn stated that the ASPI future appears to be ARMS like but will happen quicker because of the lessons learned in the ARMS program process.  The two-year pilot program is set to expire on 1 October 02.  He stated that successes are possible without legislation but revenue streams are smaller and success builds slower.  Funding is needed for ASPI to bring buildings up to code, for planning and marketing efforts, and for minor facility modifications.  He then briefly covered the ASPI strategic plan and business plans.

Mr. Eichorn introduced Ms. Carolyn Young to describe the PPPP put in place at Watervliet Arsenal.

Ms. Young indicated that she is a contracting officer at OSC.  She is working on the ASPI effort at Watervliet.  What they have developed there includes forming a PPPP contract with an Arsenal business and technology partnership (AP).  It covers facility use at no cost with  two year term with two years of options.  There are four main services provided and partnership and provides substantial sustainable benefits to Watervliet Arsenal.

The AP is a relatively new organization and has been operating at Watervlient under an MOU since 1998.  This was put in place with a primary focus on sustainment and development of Watervliet.  AP is a great source of expertise and has access to state funding.  As a partner, AP brings expertise, strong political support and funding to the PPPP.

With this partnership they are breaking new ground. For instance, there are now facilities at an operating GOGO arsenal; the AP is a not-for-profit organization; and they are looking into IPA mobility to keep the skill base.  This has been done with no current federal funding and done with current FAR authorities.  Mr. Eichorn said that this could also be done at depots and other locations.  The authority is in place to do so.

Addressing potential tenants’ interest, she indicated that AP, tenants, community and the WVA mission customers all benefit from skills and jobs retained, costs reduced and idle facilities shared.  Concluding, Ms. Young indicated that they are very encouraged from the support that they have received from AP and expect real, tangible benefits.

Mr. Mapley said that by being more than a federal partnership with industry, state and local government have also come to the table and are willing to invest.  A brief discussion ensued on the use of the IPAs.

Mr. Allott asked how they were able to get tenants to commit with this being only a two-year pilot program.  Mr. Eichorn indicated that contract language was put in place for portability of the tenant agreements to transfer to whomever may take it over after the two year period.

ARMS Policy on Ownership of Property

Mr. Mike Lopez, HQ OSC ARMS Team

Mr. Lopez spoke on the ownership of property based on questions they have received from contractors.  They have developed ARMS-I Policy 004-001, which states that the policy was developed to provide clarification that any equipment/property, both real and personal, acquired by the facility use contractor using funds from ARMS revenue projects for performing the terms and conditions of the facility use contract remains Government title.  He indicated that the Army retains the right to pass the title on to the contractor. 

Mr. Allott asked, “What about jointly funded projects where the company puts a lot of money in?”  Mr. Borgeson and Mr. Lopez both agreed that you need to specify this up front when working to put the agreement in place.  Mr. Lopez asked if there were any other questions. 

Review of PPTF #23 Taskers

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten then reviewed the actions that came from both day one and day two as follows:

1. ARMS Loan Update at next PPTF – ARMS Team/USDA

2. Marketing workshop update at the next PPTF meeting – OSC ARMS Team

3. Effect of TIM on consideration report at next PPTF – OSC ARMS Team

4. Initiate policy for panel/industry representative, to include representative selection process, interface between panel and representative, responsibilities of panel and representative; and whether the panel needs a chair. The panel will meet today – Response to Messrs. Gulledge and Mapley from Mr. Holmes by 16 April 2002.

5. Tutorial on success for ARMS web site – Marketing workshop/OSC ARMS Team.

6. Prepare for PwC a matrix of investments and resulting savings – ARMS facilities to provide data to Messrs. Borgeson and Knotts by 5 April 2002.

7. Pursue AUSA publication as a follow-up to the ammo paper – Mr. Holmes and OSC ARMS Team.

8. Attempt to track 3rd party overhead – Messrs. Thatcher, Borgeson, and Knotts

9. Meet with OSC/HQ AMC security offices to discuss potential new security requirements based on Mr. Burgin’s data – ARMS Team.

9. Ask for Waiver for Occupancy Rates – Mr. Motsek

10. Develop success story briefing – Messrs. Mapley and Saunders.

Mr. Holmes then commented that he thought it was a good meeting.  

Mr. Motsek said that we need to package both ARMS and ASPI as transformation.  That is the way we are going to get support – transformation of the industrial base.  He warned that we are in a high-risk environment going in many directions.  We need to make sure that things go in the right direction.  The installation reorganization is a black hole on the horizon.  ARMS is Congressionally mandated and we need to make sure the powers that be know this.  They need to adapt to our reality, not us to them.  Mr. Motsek also noted that the security issue will not go away but he will take the data back and talk to his security folks.  CSA announces it regularly -- security is high priority.  He urged all to reinforce that dollars, capacity and sources are needed to keep the program healthy.  He thanked those that put the meeting together from both OSC and AMC.  Mr. Motsek indicated that he learned a lot at his first PPTF meeting.

Mr. Holmes said that we need to clarify the new EAC organization structure and asked if this is in effect for the next PPTF.  Mr. Mapley stated that was correct.  

Mr. Gulledge thanked all and indicated that this was an excellent conference.  This group is well within the performing path.  He recommended to Mr. Mapley and Dr. Alten that they pass out cards at the next meeting to capture ideas and thoughts and also incorporate briefings with panels interspersed in the next meeting agenda.  

(1035  Day Two Adjournment)
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