Armament Retooling & Manufacturing Support (ARMS)

Public / Private Task Force (PPTF) Meeting #26

23 October 2003

Doubletree Hotel Crystal City


Thursday, 23 October 2003

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

2.  MEETING AGENDA:  The PPTF #26 agenda is provided at Enclosure #2.

3.  MEETING TASKERS:  The ARMS PPTF Meeting #26 Taskers table is provided at Enclosure #3.

4.  DISCUSSION SYNOPSIS:  The ARMS PPTF convened at 8:30 am at the Crystal City Doubletree Hotel on 23 October 2003.  In the morning, the group addressed the following topics:  ARMS 2002 Program Validation Study, Funding Application Update and the Current State of Program Funds, Industrial Base Management, and the Application of Revenues.  The morning session also covered the Loan Program Status, Celebrations, including awards and highly successful efforts, a National Marketing Program Update, and BRAC Activities.  The afternoon session entailed IMA Involvement with the AAPs, QD Arc Study Results, Holston AAP Initiatives, Milan AAP and FRC, and the successful GreenTech Project Loan Guarantee.  The afternoon session also included briefings on Analysis of Past Environmental Cleanup Estimates vs. Actual Costs, and the 10 USC 2692 Waiver Process.

Welcome & Call to Order

Mr. Steve Mapley, Joint Munitions Command, Program Director, ARMS

Mr. Mapley opened the meeting by welcoming everyone to the 26th ARMS PPTF meeting.  He indicated for the record that most of the PPTF meetings have been under the FACA umbrella.  This meeting was just going to be a public forum, differing slightly from meetings in the past.  He also said that they had a tough agenda to get through and wanted to make sure that they had time to get through all of it.  Lastly, he welcomed Mr. Kevin Fahey, Deputy PEO Ammunition, to his first ARMS PPTF meeting and then turned the meeting over to Dr. Susan Alten, meeting facilitator, for administrative announcements.

Administrative Announcements

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten reminded everyone that they should have checked in and verified the data provided on the verification sheets attached to the name badges.  She asked the JMC ARMS Team to stand and be recognized and noted that without their hard work these meetings would not be possible.  Dr. Alten told the group that handouts were available on the tables where the badges were located.  She indicated that there was information also available on local restaurants at the handout table.  There would be 1½-hour break for lunch and she asked that everyone please return on time because of the ambitious schedule.  She then asked all attendees to introduce themselves.

Dr. Alten then provided other general information, including the restroom and breakout room location.  She noted that the meeting minutes would be posted on the JMC ARMS website once they had been finalized.  She then introduced Mr. Fahey and asked that he provide opening remarks.

Opening Remarks

Mr. Kevin Fahey, Program Executive Officer Ammunition, Deputy PEO

Mr. Fahey welcomed everyone to the meeting and thanked the attendees for taking time out of their already busy schedules.  He stated that he believes the concept of the ARMS program is outstanding.  With everything that is currently going on, with war, the war on terrorism, along with efforts such as the FCS, he indicated that he thinks the focus will remain on these issues.  Mr. Fahey explained that with the change in leadership in the Army and thinking about the upcoming round of BRAC, there will be even more challenges.  There are a lot of interesting times ahead.  

Mr. Fahey then said it’s time to get on with the meeting and conveyed that PEO Ammunition will continue to solicit ideas from industry on how they can make the ARMS program even better.  

Status of the ARMS Program

ARMS 2002 Program Validation Study
Mr. Kevin Knotts, IBM, Consultant

Mr. Knotts thanked the group for allowing him to brief this topic.  He said he finished the study in June and explained that the study is for the 2002 period.  The 2003 study will begin in March 2004.  He then thanked all of the contractors that allowed him to come into their facilities to gather the data needed to complete this study.

Mr. Knotts indicated that, to begin with, in 2002, the total ARMS savings to the government was $46M.  This actual cash savings can be divided into three categories, which includes savings from tenant rents, services in kind, and tenant overhead absorption.  The last, being a tough area to explain, he said that he would not get into during this presentation but would be happy to discuss this further offline if the need existed.  

In 2002, there was $13M in ARMS investments and incentives.  Mr. Knotts said that $17M of the $46M in savings was strictly rent.  He then explained that this study was done in two parts -- one examining the cash in and out flow, and the other using the Department of Commerce model taking the ARMS information and performing an economic analysis for each region.  In 2002, there was a direct and indirect economic impact of $461M.  The last area relative to economic impact and also a hot area, is job impact.  In 2002, the ARMS program had resulted in ~2,500 direct jobs on the installations. 

He then reviewed the scope of the study and covered the savings with and without ARMS.  He indicated that ARMS reduces the Army’s cost of owning the ammunition plants by increasing the plants’ sales, which in turn helps absorb some of the plants’ operating costs.  He also indicated that when looking at third party rents/sales, that have an impact on the operation of a facility, those sales have a direct impact on overhead absorption.  

Mr. Knotts then discussed the reduction in cost to the Army with ARMS and displayed a chart that demonstrated how the tenant overhead absorption, services in kind and tenant rent affect the actual cost to the Army.  He said that the rail service is a perfect example.  The fact that you’re using the rails on the facility is a cost savings.  You’ve got railcars on hand to move product out in a heartbeat.  The mobilization piece has really improved and the contractors pick up the costs.

Mr. Knotts quickly covered charts reflecting both the savings to the government and the ARMS program savings broken down by facility.  He then explained where the $13M was spent in 2002, with $1M spent in performance incentives, $3M in marketing incentives and $9M in investments.  Next, he moved on to the economic piece broken out by facility.  This program has a positive economic benefit and certainly helps out the economy.

In closing, Mr. Knotts discussed ARMS as a multiplier, with both direct and indirect effects.  He indicated the ARMS program improves the region’s economy through direct effects such as ARMS investment and incentives, tenant revenues, and indirect effects such as a second round of investments and a second round of spending.

Funding Application Update – Current State of Program Funds
Mr. Doug Borgeson, Joint Munitions Command, ARMS Team Member

Mr. Borgeson began by stating that some of his numbers might look the same as the last briefing by Mr. Knotts.  He explained the financial benefits since the start of the program.  Since the ‘97-98 period, the revenue generation has been consistently higher than investment.  He then displayed a cumulative chart and indicated that by the end of 2003, the benefit numbers are quite a bit over the amount that they will have invested.  Mr. Borgeson indicated that we cannot find a way to accurately measure the benefit out of improvements that were made.  For example, environmental improvements are not included in these numbers.  Mr. Knotts added that they couldn’t capture that information.  There are a lot of benefits that cannot be accounted for.  They know it’s there but they can’t show it.  These secondary benefits represent serious savings to the Army.  Mr. Fahey suggested they identify it as cost avoidance.  Mr. Borgeson said that would be a possibility.  Mr. Knotts stated that he can’t give them credit for something that he cannot actually see and they don’t want him to do that.  

Mr. Borgeson then explained the financial benefits numbers broken down by years.  He indicated it’s pretty consistent for the future, too.  He said that in 2004, they’re showing $4.7M but he hasn’t received the official number yet.  He then briefly touched on private investment.  Mr. Zimmerman asked if Mr. Borgeson was tracking this.  Mr. Borgeson said they are when they can capture it.  He then discussed the facility tenant numbers and indicated that he’s not sure that they are still current.  He said that he tends to cringe when this comes up.  Mr. Mapley asked Mr. Borgeson to explain the difference between the employee numbers on this chart compared to the numbers in the IBM briefing.  Mr. Borgeson explained his numbers were as they were at a point in time.  There are no offsite jobs in these numbers, the indirect jobs.  These are just the people on the site.  If IBM prepared their figures again today, it’s likely they’d have a different number, too.  He said that his number is a more recent number.  Mr. Maniatakis said that the IBM briefing indicated ~2,000, so they are in concert with their numbers.  

Mr. Borgeson then covered the plants operating at no cost.  He moved on to discuss the various defense consolidations that they’ve done, such as GOEX at Louisiana, NRE at Radford, and links with ATK at Lake City.  FRC handles commercial flares at Milan.  He also explained that AET at Iowa takes their waste product and destroys it in an environmentally safe manner.  This effort is going to be a great deal for the Army and very environmentally sound.  This is going to be a big success and something they really need.

Moving on to discuss funding availability, Mr. Borgeson said that the ARMS Team would certainly face some challenges for 2004.  They are going to have challenges with the funding and how to take care of the projects.  Mr. Mapley added that in the past couple of years, they’ve always had some prior year funding to transfer over, along with plus ups.  They always had a large cushion but times are getting tough and budgets are getting tight.  They are having a bit of an issue with the amount of funds they are going to receive and how they award the funds.  He indicated that Mr. Zimmerman might elaborate more on the funding issue in his briefing.  

Mr. Borgeson explained that $9.6M would include marketing and performance incentives, improvement to buildings, etc.  Broken down it’s more like $3M for marketing and performance and approximately $6M for improvements.  Mr. Mapley said that the funding crunch is hitting us at a bad time.  There are more people knocking on the doors with interest and proposals.  Mr. Borgeson indicated that they could leverage through the loan guarantee program.  The issue with the loan program though is that banks are hesitant to guarantee a loan on an installation.  Mr. Mapley said they could also negotiate lower rent if the tenant is willing to invest some of his own money.  Mr. Ratcliff said that in looking at this chart, it appears that the House and Senate support the program more than the Army and asked how they can change this.  It’s obvious that the savings are there but how can they get more support from the Army.  Mr. Borgeson replied by saying there’s a priority list and with Department of Defense (DoD), the first priority is warfighter training.  ARMS is just not a priority.  To even get to $4.7M is extremely hard, Mr. Fahey said.  He added that they always go to buying ammo first and DoD is very shortsighted with this.  It’s very hard and they continue to push it and identify it but he can’t say that it’s going to go up.  Mr. Borgeson stated that there’s no good solution and he wishes there were.  He then said the group should be very impressed with the recognition this program has recently received.

Mr. Maniatakis asked how much he thinks the Army is going to fund next year.  Mr. Borgeson responded with $4.5-4.7M.

Industrial Base Management 

Mr. Matt Zimmerman, Program Executive Officer Ammunition, Associate PEO, Industrial Base

Mr. Zimmerman indicated that he’s going to cover Industrial Base management and ARMS.  He began with the PEO Ammunition Industrial Base management mission, stating that they provide integrated supply chain management of the ammunition industrial production base.  They are also optimizing planning, coordination and decision-making that affects the preparedness of the national technology and Industrial Base.  He explained that they are trying to synergize the efforts and are working the whole mission together with JMC and ARDEC.  He indicated that they have section 806 responsibility, which allows them to restrict procurements to the U.S. or Canada.  They are working to manage the Industrial Base in an integrated fashion, with industry participation.  

Mr. Zimmerman then explained the PEO Ammunition Industrial Base office structure.  He indicated that Diane Wagner and Ken Insco are the two main staff members supporting him.  The PMs are also represented on the team.  They receive matrix support from ARDEC (Steve Rosenberg), and JMC (Al Beuster, Steve Mapley, resource management staff and GOCO reps).   Mr. Zimmerman noted that they do have an MOA in place with ARDEC and draft MOAs with JMC.

He moved on to cover what they have been doing relative to obtaining feedback on their Industrial Base plan.  They have received positive feedback from Mr. Bolton, Dr. Fiore, Mr. Brownlee, MG McManus, and GEN Kern.  Mr. Bolton indicated that they should establish annual progress metrics and benchmarks.  Dr. Fiore said they have a good operation concept and suggested they emphasize near term strategies.  He also supports pursuing GOCO divestiture test cases.  Mr. Brownlee indicated that he supports GOCO cost reduction/modernization IPTs and recommended they determine if GOCO operations can be made economical and competitive.  MG McManus said they should emphasize optimization and integrate other PEO Ammunition Industrial Base needs.  Lastly, GEN Kern asked that they identify the top ten issues for resolution.  He also asked that they ensure effectiveness of metrics and data collection, and also ensure that the product is always available.

Mr. Zimmerman then moved on to cover the PEO Ammo funding structure.  He noted that the overall procurements and RDT&E are reflected on the chart displayed.  In discussing production base funding, he said that in FY03, ARMS had plus-ups and that the FY04 $7M plus-up is consistent with last year’s plus-up.

Regarding the ARMS general strategy, Mr. Zimmerman said that there’s always some cost going in and the revenue may cover some of the costs.  They want to concentrate on these big bills.  They also want to ensure synergy in Industrial Base management and make sure they are not duplicating efforts between ARMS and production base support.  Additionally, they’d like to leverage PAA force protection funds to the extent practicable.  Mr. Zimmerman said they also plan to focus on reducing the cost of government ownership, environmental remediation, and asset disposal, sustaining manufacturing skill sets, and accountability of investments.

He moved on to discuss the key IPT activities, which include the following:

· Industrial Base Strategic Planning IPT, which focuses on capturing specific goals, objectives, outcomes, performance measures and strategies, along with aligning GOCO facility use with BRAC 05 to the extent practicable.

· Industrial Base Baseline, which addresses readiness, acquisition, engineering, and cost metrics.

· GOCO cost and foot print reduction initiatives, to include a focus on increasing operating efficiencies and affordability.

· GOCO production base support call-for-projects FY06-FY11, which are due to PEO Ammo by 31 Oct 03.

· Environmental characterization, and for Phase I the basic state is completed.

Mr. Zimmerman said that the strategic plan has gone out to the IPT members for review.  This will be a key document outlining goals, objectives, etc.  Mr. Insco has also released a call letter to GOCOs to formalize how they get projects in and then prioritize them.  Mr. Zimmerman thanked everyone for being so cooperative in the environmental characterization effort. 

Continuing with key IPT activities, Mr. Zimmerman noted that the SMCA Industrial Base database will automate and augment the production base plan and will serve as a more fact-based decision tool.  He indicated that Mr. Beuster is leading this effort.  Mr. Turnis asked that until announcements are made on BRAC, how is that impacting their planning efforts.  Mr. Zimmerman responded stating that Secretary White said no divestiture should be done outside of the BRAC process.  Mr. Zimmerman also conveyed that they are trying to align facility use contracts to the FY06 timeframe in order to implement the BRAC outcomes where needed.  They have put any GOCO rightsizing efforts on hold.  Mr. Mullinax asked Mr. Zimmerman to expand on his last bullet, which pertained to excess to ownership.  Mr. Zimmerman said this addressed Twin Cities excess to ownership and GSA is trying to sell the facility.  They have some takers and they are going through an appraisal process. They are going to assist GSA by laying out risk options for them.  However, they want to ensure that the production there continues through 2006.  Mr. Goodman asked about environmental restrictions at Twin Cities.  Mr. Zimmerman responded indicating that it’s an NPL.  It has been zoned for commercial not residential.  Mr. Knotts added that GSA has a proposal out to value the facility, and said that he would discuss this later in detail if there was interest.

Moving on to the overarching Industrial Base strategies, which Mr. Zimmerman noted he had touched on at previous meetings, he stressed the following:

· Acquisitions will determine and posture the production base.

· Acquisitions and investments will be synchronized to assure required manufacturing capabilities remain available.

· The Industrial Base infrastructure will be sized to optimize operating efficiencies and to reflect Defense Planning Guidance and economic realities.

· Private industry, as the principal ammunition supplier, will be provided incentives for investing in and sustaining the production base.

· Systems acquisition will be utilized to the maximum extent practicable.

· Opportunities for greater joint service activity will be identified and implemented.

An attendee asked how they incentivize industry to invest in infrastructures.  Mr. Zimmerman answered that they need to look at keeping them constantly having product to produce with perhaps multi-year buys, or maybe even matching investment funds.  The government could also buy equipment and let industry come in and train on the equipment, and down the road, industry could invest in the equipment if they so choose.  These are just some possibilities.

Mr. Zimmerman covered a sampling of Industrial Base initiatives, which included sheeted cotton linters for nitrocellulose manufacturing, and the twin-screw extruder process implementing a science based control.  Additionally, they are working with ARMTECH on the automated combustible mortar increments, and he indicated that there is money in place for the metal matrix composite consortium.  

Wrapping up, Mr. Zimmerman told the group that PEO Ammo and AMC/JMC are jointly managing the Industrial Base.  He noted that the PEO Ammo Industrial Base IPT developed the joint ammunition Industrial Base strategic plan, capturing goals, objectives, outcomes, metrics and strategies.  They are implementing an Industrial Base baseline, including readiness and acquisition/engineering metrics and are pushing an integrated data environment thrust with automated production base planning.  Mr. Zimmerman also noted that they are factoring Industrial Base considerations into the acquisition process.

At the end of the briefing, Mr. Zimmerman and Mr. Fahey presented PEO Ammunition coins to Mr. Tony Hewitt, Dr. Susan Alten, and Mr. Doug Borgeson for their involvement in the ARMS program.   

Application of Revenues 
Mr. Earl Fox, Joint Munitions Command, ARMS Team Member  


Mr. Fox told the group that he planned to discuss the application of ARMS revenues beginning with the current ARMS revenue use process in place.  He then moved on to the proposed process, which will include PEO Ammo review since they now provide the funding oversight.  He explained the concurrency that will take place in the proposed process.  The ARMS Team will fill the role of collecting comments and resolving issues.  The process will also incorporate PEO Industrial Base reviews.  Mr. Fox indicated that the blue boxes on the chart will happen concurrently and the concurrent process will move rather quickly.  

Mr. Mapley then added that the reason they are trying to implement PEO planning guidance is that they are trying to leverage every dollar they can to ensure that it is used beneficially.  He stated that in the planning guidance they want to make sure there is no duplication of efforts, as Mr. Zimmerman had also mentioned.  One of the goals in the planning guidance is to reduce MIIF costs as a priority.  Mr. Mapley said earlier that they had $3.5M reserved for incentives, marketing, and managing ARMS tenants.  One way to free up funding could be to start funding the marketing out of those revenues.  Mr. Mapley asked the group if they thought that would be a good idea or should they continue to fund it out of a separate line in the budget.  Mr. Gregory responded stating that it should be funded as it currently is.  There were no other thoughts or comments on this question.

Moving on, Mr. Fox summarized by saying that the PEO provides funding oversight, priority one is to reduce the MIIF bill, and the proposed changes will require staffing and approval.  He asked the group if there were any comments or questions on the proposed new process and there were none.

Loan Program Status

Mr. Doug Borgeson, Joint Munitions Command, ARMS Team Member

Mr. Borgeson said, as most everyone knows this has been the most difficult and challenging part of the ARMS program.  ARMS went 5-6 years without a loan.  Now they have ten loans approved at a total of ~$40M.  Interestingly, AET used a loan as leverage to go and get a better loan from the bank.  A couple of others companies have gone out and done the same thing.

Mr. Borgeson indicated that there are eleven loans currently in various stages of the loan process worth $73M.  They have reduced the processing issues that they ran into in the past.  The single biggest problem they still have is getting money from the Army through OSD to OMB and then to USDA.  Because of a number of retirements, they no longer have relationships with the people that they deal with in the process.  He said they plan to fund the USDA on an individual basis because they are now so limited on funds.  This may cause more work but will be a better use of funds.  

He then explained that they’ve only had one loan go bad.  This loan guarantee program truly has value and is a real asset.  They’ve just underutilized it.  There really is not a lot of liability to the Army.  The numbers are something substantially less then they were originally led to believe.  

Mr. Zimmerman asked if there was anyone at the meeting that has received a loan in this process.  Mr. Borgeson turned the question to Mr. King, who indicated that once they got the commitment to the lender, the process moved smoothly.  Mr. House will have specific comments on this issue, which will be addressed in his briefing later in the afternoon.  Mr. Borgeson said the key is to use a local bank because they have an interest in making it work.  They know how to do it now and they’re a whole lot smarter.  The USDA comfort level has also gone up with local lenders, too.  This has come light years ahead in the last twelve months.  Mr. Mapley asked how many loans they currently have in place, other than Green Tech and Polytech.  Mr. Borgeson stated there is the AET loan, two others at Holston, and the one bad loan with AMTECH.  Mr. Borgeson also noted that anytime someone needs equipment, they’re going to the loan program because they no longer have the funding to do it otherwise.  Mr. Mapley said they’ve learned that equipment and building modifications can be considered personal property and industry can take advantage of tax breaks, along with depreciation.  

(Break 10:00 am)

Celebrations (awards & highly successful efforts)

Mr. Steve Mapley, Joint Munitions Command, Program Director, ARMS

Mr. Mapley began by explaining a bit about CoreNet Global, which is a corporate real estate network.  He indicated that they sponsor a global innovators award.  He told the group that last week there were ~3,000 people at the awards ceremony for this award.  He then showed the group the video generated about CoreNet and this award.  One of the things Mr. Mapley stressed about receipt of this award is that the ARMS program got a great deal of publicity from this.  

There were fifty nominations globally for this award.  This number was downsized to twelve finalists, which were all recognized.  Mr. Mapley said the twelve finalists were as follows:

· Beck-SBC Communications

· Deutsche Bank

· Ford Land

· Gensler-Volkswagen of America

· Greater Ford Bend Economic Development Council

· Greater Halifax Partnership

· Johnson Controls

· PricewaterhouseCoopers

· Prudential

· Sprint

· Toyota

· U.S. Army

His briefing then displayed the award given to the twelve finalists and also the award presented to the five final award winners of which the U.S. Army was a recipient for the ARMS program.  Pendulum Management submitted the U.S. Army nomination.  The ARMS Program award package was presented at a meeting at Harvard in August.  One of the judges was on the Grace Commission several years ago and indicated that this was what the Grace Commission had actually envisioned.  

Mr. Turnis noted that the awards received from CoreNet are truly impressive and he’s sorry they were not able to bring them for all to see.  He indicated that they are very proud of the ARMS Team for winning such a prestigious award.  The awards are on display in the ARMS office.  Mr. Eichorn said that the award is really due to a lot of hard work and the efforts of all of the people in the room.  That is really what made this award possible.  

Mr. Mapley noted that people are really starting to recognize the ARMS Team at these meetings and it is inciting more and more interest in the program.  Mr. Anderson asked if the rest of the Army is going to get this news.  Mr. Mapley indicated that the public affairs office is putting together a press release.  Mr. Eichorn said that it would be good if such news came out of AMC.

ACTION:  Provide information to Congress about the awards with the following:

· Letters/phone calls to members

· Submission to Congressional Record

· Using hearing process

· Getting staffers to request briefing from Army/ARMS Team.

 (Private individuals and contractors) 

ACTION:  Provide information to Congress about the awards with the following:

· Exhibits on Capitol Hill

· Leaflet summarizing successes.

(JMC ARMS Team)

Mr. Borgeson asked Mr. Mapley to inform the group who the judges were for the CoreNet award.  Mr. Mapley said the judging panel included the following:

· Stephen M. Bell, President, Fidelity Corporate Real Estate

· Faye Davis, Vice President Enterprise Property Services, Sprint

· Alan M. Di Sciullo, First Vice President and Senior Attorney, Morgan Stanley

· Roy F. Dohner, CEO, GAINS

· Larry P. Ebert, Vice President Corporate Real Estate, Capital One Financial Services

· Dr. Martha O’Mara, Lecturer, Executive Education and Programs, Harvard University

· Frank Robinson, Vice President Corporate Real Estate, McKeeson Corporation.

Moving on to other awards, Mr. Mapley said that Pendulum Management won an award in August from the National Association of Installation Developers (NAID).  The group focused on BRAC installations and privatization efforts.  Pendulum put together a great marketing package on the installations, for which the award was presented.  It’s truly a world-class package.

In June, they received the Defense Acquisition Executive Certificate of Achievement, which was presented by Mr. Bolton.  Mr. Mapley indicated they also received some publicity about the award in the Army AL&T magazine.

Pendulum received a Harvey Communications Measurement Award in May.  He explained that they have a number of installation ads in the magazine.  This award resulted from a survey on advertisements and which were most notable.  

In March, the Louisiana National Guard presented Mr. Borgeson with an award for outstanding assistance in the LAAAP reuse effort.  And lastly, the July-August 2003 issue of Army AL&T had an article by GEN Kern on transforming depots, arsenals and the Industrial Base in which he recognized both ARMS and ASPI as innovative ways to transform the Industrial Base.

Mr. Mapley then said that the group was going to hear some great stories in the afternoon and all would benefit from these briefings.  He said that they also co-funded a feasibility study at Scranton.  As a result, Scranton was able to pull in over $2M worth of commercial business, the point being, there are ways they can leverage money in the feasibility area.  He then explained a bit about the DEER2 program at Lone Star, which salvages precious metals out of old computers and ensures that sensitive or classified data is destroyed.  He indicated that Polytech in Louisiana was another successful loan program effort.  Polytech makes plastic ammunition and they have done some great modernization at the facility.  In Mississippi, there’s been some Igloo usage interest for data storage.  This can be a low cost, very secure option.  At Iowa, AET is doing environmentally permitted energetics disposal.  Radford has also been doing some good things with Grucci and New River.  The more approaches they have, the easier it becomes to apply the ideas.  They’ve been fortunate to have been spared a great deal of bad experiences.  There are a number of tools available to the government -- real estate management, enhanced use leases and other COE efforts.  There are also leaseback programs and the government is becoming more receptive to new ideas.  Dr. Fishbein asked if any thought had been given to bringing these good news stories to the Hill.  They would be thrilled to know that an idea that they originally supported has borne fruit and all could benefit from this.  Mr. Mapley indicated that he’d like to get some dialogue started on how to get this going.  He introduced Dr. Fishbein and explained the many articles he has published on the ARMS program.  Dr. Fishbein stated that letters to Congressional members are read and are given to individual members.  A statement can be inserted to become part of the record of House or Senate proceedings.  In fact, the statement of the award and background could probably be inserted during the budget process.  These are not costly efforts but just take time, and the benefits to the program would be great.  The more people know about the program, the more chance the program has for additional funds.  

Mr. Fahey noted that there’s also opportunity to have an ARMS display in the Capitol.  You’d need to go through the correct chain of command to make this happen.  Doing this could be a good thing for the program because the Congressmen and Senators would be continually walking by the display.  Mr. Fahey said that he knows such displays have brought success to others.

Dr. Fishbein then stated Jim Roche has been nominated to become the next Secretary of the Army.  Dr. Fishbein has briefed him numerous times on ARMS and feels that Mr. Roche admires the program.  When confirmed, they will have a very receptive ear.  He feels that they’ll see a very aggressive relook at the program and expansion within the Army.

Dr. Alten then informed the group that copies of the PEO Ammo briefing would be available at lunchtime.  

National Marketing Program Update

Mr. Jim Burgin, Pendulum Management, Business Manager

Mr. Burgin explained that he would be covering the ARMS marketing activities.  Starting with the accomplishments for the 2002-2003 period, he indicated that they performed a website redesign, published four newsletters, developed an advertising campaign and an ARMS presentation that can be tailored to a particular plant, and prepared an ARMS program brochure and individual plant brochures.  They also set up an exhibit booth and attended the San Diego CoreNet conference.  Mr. Burgin then told the group that when they first wanted to participate in the CoreNet meeting, they were asked why the Army should be there.  In a space of six years, they have gone from that unknown status to winning a prestigious CoreNet award.  It really says something about the program.  He then continued with the list of accomplishments, discussing their attendance at the industrial asset management association conference.  Mr. Burgin described a few of the marketing brochures and newsletters developed and displayed some of the ads that have been placed.

He then reiterated a few of the items pertaining to the ARMS award winning performance that Mr. Mapley briefed, noting the following:

· David Package 2003 Award for Excellence in Acquisition for demonstrated superior accomplishments significantly contributing to Defense acquisition reform initiatives and acquisition programs.

· CoreNet Global Innovator Award for Innovations by New Players in Corporate Real Estate.

· National Association of Installation Developers (NAID) 2003 Marketing Award for Excellence for a Special Purpose Brochure.

· Harvey Communications Award for May 2003 Full Page Ad in PSP.

Mr. Burgin informed the group that the next ARMS national marketing promotion program will cover the period of July 03-June 04.  During this time they plan to continue to work on the website and perform another e-mail blast, publish three newsletters, perform another advertising campaign, attend the May 2004 CoreNet conference in Chicago and various other regional conferences, and perform a mailing to prospective businesses.  

He explained that the purpose of the website redesign was to provide plant administration capability and allow marketing coordinators to make updates.  They have tried to make the website more dynamic and easier for the plants to update.  Mr. Burgin also discussed the e-mail blast, which was sent to real estate and industrial development professionals on October 6, 2003.

During this next national marketing period, three newsletters are scheduled for production.  Pages 1 and 2 will feature facilities and services, while pages 3 and 4 will cover plant and program news.  The lead article for the fall newsletter was the new flare production facility constructed at Milan AAP.  Mr. Burgin indicated that copies of the newsletter were available on the handout table for those interested.  The planned articles for the next issue include a lead article on the CoreNet Global Innovators Award, an article on the successful opening of Holston Business Development Center and Kingsport railcar service expansion, along with an article from Lake City on the “credit union on the move.”

Mr. Burgin then discussed the next ad campaign.  They scheduled one full-page program advertisement in September 2003, and one-third page ads in PSP Magazine for each of the ten facilities, with two in November 2003, and January, March, May and July 2004.  They also have a half-page four-color ad scheduled for the November 2003 Site Selection magazine.

He moved on to cover the CoreNet activities.  At the October Atlanta Conference, they displayed the ARMS exhibit booth.  They got a tremendous amount of booth traffic after receipt of the CoreNet award.  The program sells itself when they get the opportunity to explain it.  He then displayed some photos from the Harvard presentation trip, Atlanta opening reception, ARMS Team at the booth, and the award at the exhibit booth.  

He covered the four regional conferences, explaining that these are good forums for program promotion.  They are also developing a local and regional mailing list to include economic and real estate developers.  They are going to be sending ARMS newsletters to the mailing list distribution.

In summary, Mr. Burgin said that ARMS has received national and international recognition as a very successful program through its award-winning performance.  It truly has been an award-winning year.  Mr. Turnis asked if the newsletter gets to the House and Senate staffs.  Mr. Burgin replied that it currently does not go to them as part of their efforts.  Mr. Borgeson indicated that they can’t send them directly but the plant marketing people could do this.  Mr. Borgeson also noted that Mr. Gouguet at Mississippi has been particularly active with his mailing list and with whom he wants to target.  Pendulum will also distribute if they are provided the mailing list.  Mr. Mapley said it’s best actually coming from their district if it’s being sent to Congress.

Open Discussion / Public Forum 

Mr. Steve Mapley, Joint Munitions Command, Program Director, ARMS, and 

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten said they encourage comments from attendees during this public forum.  She asked that people remember to speak up and use the microphones.  

Mr. Hewitt said that Mr. Mapley had asked earlier about the way marketing should be funded.  Mr. Hewitt said that it should continue to be funded as it currently is.  If ARMS funding is to become scarcer, then it might need to come out of tenant rents.  Mr. Mapley said that this could pose a problem at some locations because those plants that have a great deal of tenant rent would reap the rewards and those that do not have high tenant capacity would be punished relative to marketing funds.  

An attendee asked if there were a parameter or some guidance they could get from PEO Ammo relative to developing funding priorities.  Mr. Borgeson indicated that there was guidance and said that they should send funding issues to the team and they’ll take care of it with PEO.  

Mr. Holmes then asked if they’ve given up on the idea of the EAC structure of this body.  He was concerned about discussing how to spend government money without an official status.  Mr. Mapley explained that under the Federal Advisory Committee Act (FACA), when you have a committee of government and private sector and obtain consensus advice, the meeting must be held under the FACA.  But FACA doesn’t apply to meetings such as ICAP.  If you are not seeking consensus opinion or advice, you do not have to be a formalized FACA committee.  Mr. Mapley then went on to explain that under the GSA FACA rules, industry representatives are allowed on committees.  DoD decided that they would not allow industry representatives and that all members of that type will be Special Government Employees (SGEs).  Additionally, with the changes in ethics rules OGC will not approve anyone as an SGE who is getting stock from our facility use contractors.  The DoD Committee Management Officer, Jennifer Spaeth, has even tried to get this changed within DoD.  Mr. Mapley said that they’ve also met with Joel Hudson, the Administrative Assistant to the Secretary of the Army, and Mr. Hudson indicated that he did not want to change the policy.  This was right after the Richard Pearle case.  DoD does not want to change either.  Mr. Hudson recommended that special legislation go forth that would allow for officers of the facility use contractor companies to serve on the ARMS EAC.  Mr. Anderson has floated draft legislation written based on other precedents, to some of the government staff, that would allow industry representatives.  Mr. Mapley’s opinion is that it will not get through OGC.  The Department of the Army feels it’s best the way they’re controlling it.  So, Congress would be the best way to push this.  Mr. Holmes stated that he is concerned in today’s environment.  He has reservations about industry participation in these meetings and they need to make sure the industry people are not incurring some liability because of the funding discussions.  Someone in the legal world needs to make sure that they can continue operating like this.

Mr. Zimmerman said that they do currently have a committee.  At the present time, they can bring in industry partners for discussion on matters but the committee cannot make decisions on the application of funds.  The committee has not done that in the past, either.  They have a charter currently in place with a modification forthcoming.  They are working on developing industry partners and will certainly have a legal review of this if there is a strong feeling that this be done.  Mr. Burnsteel said AMC legal counsel has already been looking at this.  Mr. Anderson has drafted the proposed legislation that would allow industry representation on the EAC and has also researched who can participate and how participation can take place.  They have not conducted these meetings without a great deal of legal thought involved.  Mr. Mapley conveyed that he would get a legal statement written for them indicating that industry participants would not be held liable.  Mr. Holmes said that would make him feel better about the current mode of operation.

Mr. Mapley then told the group that Mr. Grone, the next speaker, was on his way.  

Continuing with the public forum, Mr. Zimmerman asked if specific returns have been identified in the area of marketing.  Mr. Mapley said this is a difficult issue.  It’s hard when a tenant comes on board to pinpoint exactly where he found out about the program and whether or not it came from the marketing efforts.  They do track hits on websites.  They also know that there are some deals that have occurred because of the national marketing efforts.  Mr. Borgeson said you generally can see a spike on website hits and calls from an ad.

Dr. Alten then introduced the next speaker, Mr. Philip Grone.

The Changing Environment

BRAC Activities

Mr. Philip Grone, OUSD (I&E), Principal Assistant Deputy Undersecretary of Defense, Installations and Environment

Mr. Grone addressed the group on the topic of the BRAC process.

After Mr. Grone’s address, Dr. Alten informed the group that it was time for the lunch break and asked the group to reassemble ready to begin again at 1:15 pm.

(12:05
Lunch)

When the group reconvened after lunch, Dr. Alten introduced Mr. David Abdelnour who spoke on the Installation Management Agency’s (IMA) involvement with the Army ammunition plants.

IMA Involvement with the Army Ammunition Plants

Mr. David Abdelnour, Installation Management Agency, Chief, Strategic Planning Branch

Mr. Abdelnour thanked the group for the invitation to speak and provided some information on his background noting that he spent nineteen years working at the Army Materiel Command.  He said he would be addressing IMA today.  IMA stands for the Installation Management Agency.  He provided information on the IMA website so that everyone could access their information. 

He said that there are seven regions worldwide with staffs of 100-150 people.  While this is still a growing organization, they are fully staffed at a number of the locations.  Each region has an SES, except Korea, which has a one-star.  

When IMA was created, it was determined to leave the funding and manpower on non-OMA funded installations with the MACOMS until a management transition method and timeline could be developed.  Every installation is part of the IMA.  No installation was left out, including the special installations.  Family housing will even come through IMA.  He did indicate that environmental restoration would not come through IMA.  The point they were trying to make is that the special installations do have some relationship to IMA.

There are a number of fund types, such as the Defense Health Program funding covering places like DeWitt, the Army Working Capital Fund, Research Development Test and Evaluation, Chemical Programs, and Procurement Appropriation.

Mr. Abdelnour stated that in FY03, they were asked to reevaluate the roles of IMA in respect to these installations.  Regarding the GOCOs, they recommended that they leave existing GOCO contracts intact.  They also recommended that they integrate IMA personnel into the contracting process.  IMA would participate by ensuring Army installation standards are incorporated into contracts.  The GOSC also agreed with these recommendations.  He noted that they are not going to try and make an ammo plant look like Ft. Belvoir.  Where they say they are going to meet certain standards, keep in mind that’s where they apply.  As they implement the installation design standards, they are going to do what makes sense for the ammo plant installations.  They want to work with JMC when making these changes.  

He said he would now take any questions.  He reassured folks that he doesn’t see a really big difference from when this was handled at AMC.  Mr. Zimmerman asked what resources IMA could bring to the table for involvement in these special installations.  Mr. Abdelnour responded if there’s a big change, something big that they are going to impose on the GOCO, they would fight to bring funding in for that.

Mr. Zimmerman then asked if IMA would take over the leasing aspect.  Mr. Abdelnour said that the COE is the executive agent for leasing.  50% of the leasing revenue has to go back to the installation for environmental needs, etc.  The other portion went back to the department.  He believes that is being managed by IMA now.  He said he’d like to see the installation get the full 100%.  

Mr. Dave Morgan noted that Agriculture leases are done with the COE but the others are with the facility use contractors. 

ACTION:  Revenue from Agriculture leases back to the installations.  (Dave Abdelnour with the JMC ARMS Team.)

Mr. Turnis asked what “member of ARMS government staff team for ammo plants” he was referring to in his previous GOCO recommendation slide referencing SOW development.  Mr. Mapley said he thought it was so ARMS staff can keep IMA in the know on what’s going on at their installations.  Mr. Abdelnour added that they’re trying to identify someone to be a liaison, a voice, to help out in determining which should go to the region or HQ.  A brief discussion ensued on this issue.  

Mr. Plume said that the IMA regions should be working with the PCO or the ACO.  He needs to hear from the ARMS folks to find out how they want IMA to interact with them, plant commanders, etc.  They need to document how they are going to deal with each other.  

Mr. Beaulieu asked what role IMA really plays.  Mr. Abdelnour noted that for OMA installations, they own the garrisons.  Mr. Beaulieu said that facility use contractors at the GOCOs use commercial practices, trying to eliminate the Army practices, but IMA appears to be doing the opposite.  Mr. Abdelnour said that he is looking at standardizing what makes sense.  A lot of what IMA is doing doesn’t apply to GOCOs and they’ve developed that understanding.

Someone asked if IMA was responsible for declarations of excess.  Mr. Abdelnour said that IMA is not involved in the BRAC analysis process.  The Commands and Army staff are involved in the missions, and not IMA.  Mr. Mapley appreciated that IMA was not going to treat the special facilities like the rest of their installations.  He also indicated that Mr. Abdelnour went to bat for the GOCOs and may have lost some skin in it.   Mr. Turnis stressed that communication between the agencies will be very important.

Ideas, Issues & Opportunities

QD Arc Study and Interface with DDESB & BATF Draft Ruling

Mr. Jim Burgin, Pendulum Management, Business Manager

Mr. Burgin said this whole issue on QD came up at an earlier PPTF meeting.  Mr. Borgeson requested Pendulum look into this issue and report back.  As a result of the study they have found that commercialization can be inhibited by two categories of variables:  the first being the DoD explosive safety board (DDESB) limiting factors, and the second being other AAP controllable factors.

Their approach in examining this was to use Holston as a base case to determine how QD interpretations affect commercialization.  They then evaluated five additional sites using the Holston AAP base case.  The five sites were Lone Star, Radford, Iowa, Milan and Lake City.

Mr. Burgin listed seven basic regulations that affect QD arcs.  They are as follows:

1. AR 385-64, Ammunition and Explosives Safety Program

2. DA PAM 385-64, Ammunition and Explosives Safety Standards

3. AMC-R-385-100, Safety Manual

4. DOD 6055.9-Std, DoD Ammunition and Explosive Safety Standards

5. DoD 5100.76-M, Physical Security of Sensitive Conventional Arms, Ammunition, and Explosives

6. DoD 4145.26-M, DoD Contractors Safety Manual for Ammunition and Explosives

7. ATF P 5400.7, Federal Explosive Law and Regulations.

He said that the note is important.  The note indicates that references 1 and 5 deal, almost exclusively, with operations at U.S. Military Facilities.  References 6 and 7 are the guidelines for strictly commercial operations.  When commercial operations are integrated into military facilities, the Army considers references 1 and 5 as the governing authority.  In many instances, these documents are more stringent than references 6 and 7 and are clearly subject to interpretation.

Relative to the Holston Base Case, Mr. Burgin stated that Holston AAP is the sole supplier of both RDX and HMX for the Army.  The plant has great potential for commercialization being located on a four-lane highway.  The manufacturing area is about one mile square and is fenced separately from the shop, administrative and green space at the plant.  The shop, administrative and green space are the areas where QD Arcs can impact potential commercial operations.  He added that the manufacturing area also has commercialization potential with favorable interpretations of the QD guidelines.

Moving on to case example #1, he noted that Holston has a potential tenant that desires to use the nitric acid area to produce ammonium nitrate (AN) in conjunction with a production facility relocated from overseas.  The problem is that the Army considers AN an explosive while the rest of the world considers AN as an oxidizer.  Mr. Burgin explained that even Wal-Mart handles AN as an oxidizer.  As an explosive, the facility would fall within the QD Arcs.  As an oxidizer, the facility would be permissible requiring only 100 feet of separation regardless of volume.

Case example #2 pertained to BAE Systems Ordnance Systems Inc. proposing to load 1 lb. commercial boosters made from Composition B in building L-6, which is an idle building that was used to manufacture Composition B.  In this case, the Army position was that the boosters could be made in the building if the boosters were for the DoD.  If they were for commercial purposes, they would fall under the inhabited building distance rule rather than under the interline rule, thus prohibiting this commercial effort.  Also, moving the equipment was cost-prohibitive and would impact future military production at the L-6 location.

Mr. Burgin explained that case example #3 took place at Lone Star.  Lone Star was cited by the DDESB for parking/storing inert loaded and empty rail cars throughout the plant, often within the QD arcs from explosive operating lines and magazines.  The DDESB used DoD 6-55/0-Std., paragraph 65.5.1 to argue that railcars must be treated as Non-DoD storage facilities because the operation is manned when cars are switched.  The Lone Star position was that Lone Star Rail is a tenant and their personnel perform switching on an infrequent basis.  Their typical crew size is three and typical switch time is fifteen minutes.  Therefore, this is a transient operation with exposure no greater than groundskeeping or timber management.

Mr. Burgin indicated that case example #4 is more of an observation than anything else.  At Radford, a desirable storage building fell just on the inside of the 1,250 foot inhabited building arc.  Radford researched the regulations and found a rule in DoD 4145.26-M, which allowed this distance to be reduced from 1,200 feet to 900 feet.  The regulation cites sparsely populated locations where no more than twenty five persons are located, and the net explosive weight does not exceed 11,400 lbs.

Another example provided by Mr. Burgin indicated that Iowa AAP has available green space along Highways 34/79 that is ideal for development.  At the current time, this space falls inside the QD arc generated by the rail classification/outbound trailer hold pad.  They suggest considering relocation of the trailer holding pad, which would decrease the arc from the rail classification yard.  Also, the relocation would create several hundred acres of desirable frontage without impacting the Iowa AAP mission. 

At Milan, which is intersected by highway 104, arcs are not currently a limiting factor, since a lot of the land along highway 104 has been given to the National Guard and the University of Tennessee.  At Lake City, there are no current QD issues that are negatively affecting the commercialization effort.  The mission is such that available space is well defined.

Mr. Burgin moved on to cover some general issues and observations from the study.  He noted that Holston wanted to LAP the Mongoose.  Since it wasn’t a LAP facility, Holston first had to demonstrate that the fill material was a “like” material to that previously produced at that location, before approval would be given.  He said that another observation was that inert storage could be accomplished in explosive storage areas as long as the buildings are not inhabited.  Many times, contractors perceive that these buildings are unavailable.

Some future concerns entailed the following:

· There are two proposed rule changes to BATF law that would have profound effects on commercial operations at military sites.

· Proposed changes are to the definitions of the terms highway and inhabited building.

· Proposed changes would severely limit the use of magazines by two or more commercial companies.

· Proposed changes to the definition of “highway” would require separation by public transportation route (PTR) distances from another company’s magazines, meaning two commercial explosive manufacturers could not share the same road to the magazine.

· These two changes currently under review would virtually preclude commercial use of military magazines and would severely impact the ARMS program.

Mr. Burgin told the group that they did submit comments on this.  

The conclusions formulated from this study are as follows:  

· The goals of ARMS are affected by the DDESB interpretation of regulations, and AAP controllable factors.

· There has been no forum to explore/analyze DDESB interpretations.

· A forum for open exchange, idea sharing, analysis of regulations and even additional material testing could alleviate any issues.

· Both ARMS contractors and the DDESB have a role to play without compromising safety.  Played separately, as is often the case, commercialization will be unnecessarily impeded/stopped.

Mr. Burgin indicated that Pendulum recommends a review panel be created where items/situations can be referred, discussed, analyzed and resolved.  In some cases, facility contractors must be willing to perform extra testing to demonstrate that safety isn’t compromised.  They need to create high-level visibility of the review panel.  Commercialization is essential to the health of the GOCO base, but safety is paramount to the health of all.  Both can be achieved.

He thinks they had some success going back to prevent some of the rule changes from being implemented.  They need to figure out a concept for the review panel to hash some of these things out, and to avoid different interpretations.  Mr. Borgeson asked who should be on panel.  Mr. Burgin said he could possibly come back with a recommendation, but it should probably include facility use contractors and the DDESB.  Mr. Beaulieu asked if there’s going to be an action item to create the panel.

ACTION:  Create review committee for QD Arc issue to include DDESB, Tech Center for Explosive Safety, site contractors.  (JMC ARMS Team and Pendulum Management)

Mr. Burgin closed stating that they want to maximize every potential commercial opportunity.  

Holston AAP Initiatives 

Mr. Tony Hewitt, BAE Systems, Holston AAP

Mr. Hewitt explained that the last time he briefed this topic it was only an idea.  Exactly one year later to the date, they had the ribbon cutting ceremony for the Holston Business Development Center (BDC).  It was one year from briefing on the topic to reality.  

Mr. Hewitt provided some facts about the BDC.  It has 24 self-contained business suites plus common areas for conferencing and administration.  It’s modern, state of the art, and a great place for new businesses to come.  The center is owned and operated by Hawkins County and the City of Kingsport and is a 501 C-3 not-for-profit organization.  It is now really a community effort.  Mr. Hewitt indicated that the project cost was $924K and ¾ of the money was obtained in grants ($764K).  $200K was ARMS funding.  They are receiving an operating subsidy provided by the City and the County at $120K for the first five years.  They are confident that within those five years they will become a break-even operation.

He then displayed a slide that showed a few indoor pictures of the facility, along with the names of five of the six current tenants.  They are ahead of their game as far as getting their one tenant per month.  Mr. Hewitt explained that the sixth company is a firm dealing with power over the Internet, power-switching.  It’s a high tech firm that wants to pilot some of their technology at the facility.

Mr. Hewitt moved on to show a picture of the outside view of the BDC.  He indicated that they need to do a certain type of marketing for a business development center and they will get hits from it.  He also noted that the Governor has a publication that he puts out annually and to their surprise, the Holston BDC was featured.

As they started to develop the idea, they needed to decide how to use the 250 acres of land that they wanted to develop.  He explained how they moved the fence line back to open up the business incubator.  They now are putting in a facility use agreement for a bank to put in an ATM and eventually develop that into a full service bank.  They are also working on a strip mall development on this land.  

What does the expansion really mean?  It leads in the natural direction for commercial expansion.  In addition, force protection drives initiatives.  Three key elements to this effort were to relocate personnel from the administrative building, relocate security post 4 (main entrance), and realign the perimeter security fence and post 10 (tractor/trailers.)  He then displayed the fencing plan.  They are relocating post force protection to a better location and into a new facility so as not to interfere with the BDC and also to help change the appearance.  He then explained the relocation of post 10.  They have interest in development of another strip mall in this area.

Over the next year they will be continuing to convince people that they can relocate to an ammo plant.

Mr. Maniatakis asked who owns and maintains the building and the land for the strip mall.  Mr. Hewitt said the developer owns the building and the government owns the land.   Ultimately, it’s government property as it reverts to them when the lease is over.  Mr. Maniatakis asked what the advantage was of someone owning a strip mall with the possibility of losing it in case of national emergency or when the lease is over.  Mr. Hewitt replied that if they were there for 25 or 50 years, perhaps the government would then turn the land over.  Is it really possible that the government will ever want this back?  A brief discussion ensued on this.  Mr. Mapley said by zoning industrial, they have more control over what comes in to the area, as opposed to residential encroachment.

Milan AAP & FRC

Mr. David T. Morgan Jr., President & Chief Operating Officer, FR Countermeasures Inc.

Mr. Morgan said he was going to explain why a British company would invest here to build a flare production facility.  He briefly explained where the name Cobham came from.  Cobham PLC was established in 1934, their revenue is approximately $1.2B, and they have 8,000 employees worldwide, with 2,207 in the U.S.  Cobham PLC wants to become the world’s most successful supplier to the aerospace and defense industry.

Mr. Morgan then reviewed Cobham’s revenue by location and the revenue analysis.  31% of the business is in the U.S.  It’s interesting how they ended up at Milan.  At a conference, Mr. Al Beuster and his group approached them regarding locating in the U.S. and here they are, a foreign-owned company.  

He indicated that Wallop Defence Systems has been making IRDs since 1946.  They have to operate under a Special Security Agreement (SSA).  The Cobham companies have five of these SSAs. 

FR Countermeasures was incorporated in the U.S. in December 2001.  They signed a 10-year lease in July 2002, with a 10-year option to renew.  The production line was completed in September 2002.  They were allowed to compete in the HQ JMC (SMCA) workload in November 2002.  FR Countermeasures made a $25M investment in 2003, with no strings attached.  Their SSA was approved 14 April 2003, and facility security was also approved.  They were awarded a Navy contract in September 2003, and in November 2003, will perform the first article acceptance test.

He discussed the various aircraft losses since 1973, stressing that IR missiles make up 40% of these.  He then showed a video on the threat and what happens when you don’t have countermeasures.  He then showed a video on countermeasures.  These can be equipped on helicopters and jet aircraft.  He indicated that there are a lot of people studying even putting this on commercial aircraft.  

Mr. Morgan then displayed a typical GOCO load facility back in February, the Z line, and then another line, the E line, a little smaller than the Z line.  He showed construction of the offices and the overall transformation that took place.  Everyone is awed when they see this transformed facility.  With all the mud and rain they faced in February, everyone told them they would never be able to pull it off.  He explained what they had to do to bring the facility up to code.  He showed the construction and development of the mix bays.  The system does it all automatically.  He then displayed the dryer bay and the extruder area.  In order to be compliant with federal law, they put in a $1.3M dollar facility to capture and reprocess the hexane.  He continued to show a variety of pictures on the development of the facility, including the boiler facilities.  He then showed a before and after picture so that all could get the full impact of the effort.  Mr. Morgan indicated that the full facility would be cranked up in about two weeks.

They spent $25M of their own money and about $7M in ARMS money.  Mr. Morgan said the ARMS program was great.  ARMS funds were indispensable in getting this started.  They have 50 people working there today, should have 100 by March 2004, and by the end of next year approximately 200.  They also recently received some good news, which was that the State of Tennessee granted $500M to do roads inside the plant.

Mr. Morgan indicated that the interior design ran about $300K, including the fiber optic cable.  Mr. Zimmerman asked how they worked this effort with the COE.  Mr. Morgan indicated that the COE didn’t play in this much.  They did no review of the design documents.  He also noted that the toughest guys reviewing it were the DDESB people.

Mr. Mapley asked why this company wanted to build on government property.  Mr. Morgan responded with the Brits philosophy -- if you build it they will come.  There is a definite market there.  If built and built correctly, they’ll be standing at the doorway to do business.  

GreenTech – Successful Project with a Loan Guarantee

Mr. Mike House, Hogan & Hartson LLP, Partner

Mr. House said he believes he has a good success story to share.  They had been developing a project and then the bond market dropped out.  They had to search for another way to pursue the project.  Now their production will begin in January 2004, and it will be the first ¼” green board production facility.

Mr. House explained why they came to Louisiana.  There were two reasons, the ARMS program and the rail system.  This business takes post consumer wood, grinds it up, runs it through a process, and presses it out to 4x8 sheet particleboard.  No one else is making the ¼” board.  It’s a small niche market and is perfect for them.  This board can be laminated and made fire retardant.  The fact they are green is even better.  They also get a tremendous price break because it’s fire retardant.  

He indicated that they got their technology from Italy.  Other parts of the world have had to deal with this much longer.  There is no one in the market here competing with this ¼” board.  Mr. House said that the question was how do you fund it, as it’s a $26M project.  They had the ARMS loan guarantee and went across the country looking for banks to back it.  So, they wound up with a local bank in the Shreveport/Minden area.  They got a tremendous amount of local investors, such as the Chamber of Commerce, the State of Louisiana, and the Louisiana Firefighters Union.  The union has also agreed to put the firefighter logo on the product.  They got a $16.5M ARMS loan guarantee, and $2.3M from ARMS to upgrade the facilities.  They got the local bank on board and that’s when the real process began – the forms process.  Without Mr. King they wouldn’t have been able to get through it.  Not only did they have bank funding, the State of Louisiana, Firefighters Union, and the people involved put up money, too.  Still they had to get through the process, which was a difficult one, even with a cracker-jack team.  He said that even with all the people behind them, they had trouble with OMB, when the money got lost there.  Everyone certainly became better educated through this process, including USDA and the ARMS Team. 

Mr. House indicated that the other problem was dealing with the bank.  This was the first loan of this type that this bank had made.  Banks are skittish of everything but they had local people, the Chamber for example, going in, backing them and saying, “if you want to be in the community, you need to play.” 

It was really a great effort on everybody’s part, including David King, and Johnny Broussard in the USDA Louisiana office.  At the first of next year their production will begin.  In this process, they have learned how you can cut costs in order to make things like this work.  

Mr. House indicated that they initially found ARMS through the Internet.  If you get into ¾” you are competing with the Georgia Pacifics.  That’s why they went with the ¼” market, selling their product to Home Depot and those types of places.  Mr. Plume said he understood that Georgia Pacific got out of the laminates because of legal issues.  Mr. House indicated that they have examined the legal side of this.

(Break 3:00 pm)

Analysis of Past Environmental Cleanup Estimates vs. Actual Cleanup Costs

Mr. Garry Eichorn, Joint Munitions Command, ARMS Team Member

Mr. Eichorn said the question he’s got on this topic is what the major impediments are when transferring facilities.  The answer is the environmental costs.  When talking about land transfer the process includes migration to public-private partnerships, reducing underutilized capacity and costs, reducing ownership costs, and dealing with environmental cleanup.  He noted that putting idle/underutilized properties back into a productive revenue-producing state can have tremendous benefits for the government.

A few years back PWC did a study on disposal cost analysis.  The actual costs are about three times higher than the estimates.  The study recommendations included the following: 

· Seek to maximize economic generation while minimizing Army risk and resource usage

· Capitalize on revenue streams through continued use of property to decrease restoration, environmental remediation, O&M and conveyance costs

· Convey property as an entity

· Account for all costs including O&M in disposition analysis.

Mr. Eichorn showed the group what is used in their business process.  He explained the life cycle of industrial property value.  Since ARMS was started they have started to increase the value of the facility because they have started developing it.  After development, the government costs/risks are reduced through effective commercial land management techniques.  The tools to take us there include liability assumption companies, guaranteed remediation providers, insurance underwriters, and brownfield developers.  

A liability assumption company takes title and environmental liabilities and gets insurance backers.  They have solid history of success in managing environmental liabilities and you are not involved with future use decisions because they are truly taking title to the facility.  A brief discussion took place on a case such as this.

Guaranteed remediation provides a fixed price for achieving regulatory closure, and is backed by insurance.  They sometimes link themselves with environmental insurance providers.  These insurance providers are also getting more comfortable in this area.  Mr. Mapley said to remember, not all insurance programs are alike.  Mr. Eichorn also noted that they even recommend you let companies compete to fulfill insurance requirements.  

Moving on to brownfield developers, they purchase and develop industrial properties and have also been known to link themselves with environmental insurance providers.  They are generally strong managers of environmental liabilities and bring in capital for cleanup and development, although, they typically pay owners a fraction of the value of clean property.  Mr. Anderson asked what the difference was between the brownfield developer and the liability assumption company.  Mr. Eichorn explained that the brownfield developer deals with the regulators, which is an expertise that the liability assumption company doesn’t bring to the table.  

The bottom line is even under ARMS or BRAC, the ARMS Team is looking to get to a point where they are dealing in the value after development zone.  They want to maximize the value while lowering the overall costs.  There are partnerships and people with expertise out there that can help in areas where they may not be able.  Corporate industry is even looking at forming an LLC with an insurance underwriter and brownfield developer.  The owner provides the property, the insurer ensures the cleanup and the brownfield developer develops and sells, and they share the profits.  

Summarizing, he indicated that they know the government cleanup/disposal costs are often underestimated and the process can take a long time.  Commercial industrial land management offers the government greatly reduces risks and costs, along with leveraging of partnerships, resources of industry, and insurance providers.

10 USC 2692 Waiver Process

Mr. Thomas M. Shirk, Senior Research Scientist, Pacific Northwest National Laboratory

Mr. Shirk indicated that the ARMS Team has been processing waivers to 10 USC 2692.  Every good law has its loopholes.  The law requires that if they bring on anything, that what they do bring on is in effect a cogent mission of the department.  He explained that under 10 USC 2692(9) they can bring on whatever is considered hazardous.  ARMS is an authorized and compatible use.

He explained what is needed in Washington to go through the waiver process.  The package will include the following:  

· Base request by the facility use contractor

· Facilities use checklist

· Environmental baseline study

· Environmental assessment

· Finding of no significant impact (FONSI)

· Applicable site maps

· Cover letter from the Commander, Joint Munitions Command, integrating the above listed data and specifically requesting the waiver.

Mr. Shirk said he then hand carries the submitted package to the AMC legal, environmental and safety divisions.  All of these folks are really not authorized to say yes but are authorized to say no.  The documentation needs to be ready from the start.  He tries to get the Department of the Army I&E folks an early copy.  There are times when submitters may think that the documentation gets lost because of the time it takes to get these needed chops and get it done.  Rather than trying to do this sequentially, he’d like to start to work it concurrently with legal, environmental and safety, and management.  Then once the CG signs off, the people at the building will have seen the package and all issues should have already be worked out at this point.  Mr. Shirk said this is basically what the 2692 process involves.  

Mr. Ratcliff asked what the timeline was after it goes through JMC.  Mr. Shirk said that this can vary.  He has seen one go through in as short as three months in Washington.  Mr. Borgeson said while it seems like a tough process, they have never not been able to get one approved.  

Mr. Fox then asked where Delegation of Authority (DOA) stands.  Mr. Shirk indicated that they are still waiting for the new SecArmy confirmation.  Until this happens, they cannot get the DOA processed but they still can get the 2692 waiver paperwork through the system.  Mr. Fox then conveyed to the group that they’ve had some successful ones, like at Holston and Milan, so if they need help developing the package they might want to touch base with those installations to get a good package going through the first time around.

Location of PPTF #27 

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten asked for suggestions for the location of the next meeting.  Mr. Hewitt placed Holston on the list of possibilities.  Mr. Maniatakis asked to put Las Vegas on the list.  Mr. Holmes said to add Palm Springs to the list.  That way they could hear the other side of the flare story from Bob Harris.  Mr. Maniatakis asked what the dates for the next meeting would be.  Mr. Mapley indicated the March/April timeframe would be good – hold it before the budget cycle.  Mr. Zimmerman suggested holding it piggyback with the NDIA Munitions Summit in Tampa in February 2004.  In response to that, Mr. Eichorn said that when they’ve tried to settle in with another meeting they have a hard time getting attendance.  Mr. Maniatakis said then hold it the day before.  Mr. Eichorn indicated that it usually works the same, either attempting to hold the meeting before such a summit, or after.   

Mr. Mapley said he will take these recommendations under advisement and he will inform the group of the decision.

Open Discussion / Public Forum

Mr. Steve Mapley, Joint Munitions Command, Program Director, ARMS and 

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten indicated that at this time they would allow time for another public forum.  Mr. Ratcliff asked if the next meeting was going to be an actual EAC meeting or just a PPTF meeting.  Mr. Mapley said that they are going to work with Mr. Zimmerman to get the EAC issues resolved.  They will either have issues resolved or at least have a legal paper/statement indicating that the meeting is OK to hold and industry participants will not be held liable.

Dr. Fishbein asked if legislation has been submitted yet.  Mr. Burnsteel indicated that the timeframe for this fiscal year has passed.  The best they can do is next year.  The Army itself needs to go forward also saying that they can do what they need to do if these changes are made.  Industry could also pool together and approach Congress with the same message.  They are going to pursue the DoD/Army approach.  Mr. Anderson has found two cases of advisory committees that have special legislation saying who should be on the committee.  Dr. Fishbein informed the group that the special legislation could probably go up in the spring and they would not have to wait until next year.  

ACTION:  Share draft legislation.  (Steve Mapley)

Review of PPTF #26 Taskers 

Dr. Susan Alten, Facilitator, Pacific Northwest National Laboratory

Dr. Alten reviewed the action items from this meeting.

1. Provide information to Congress about the awards with the following:

· Letters/phone calls to members

· Submission to Congressional Record

· Using hearing process

· Getting staffers to request briefing from Army/ARMS Team.


ACTION:  Private individuals and contractors

2. Provide information to Congress about the awards with the following:

· Exhibits on Capitol Hill

· Leaflet summarizing successes.

ACTION:  JMC ARMS Team

3. Revenue from Agriculture leases back to the installations.  

ACTION: Dave Abdelnour with JMC ARMS Team

4. Create review committee for QD Arc issue to include DDESB, Tech Center for Explosive Safety, site contractors.


ACTION:  JMC ARMS Team and Pendulum Management

5. Share draft legislation.  

ACTION:  Steve Mapley

Mr. Burgin asked to go back to where the marketing discussion left off in the morning public forum.  Mr. Mapley said that there’s concern that if they have one site that is very actively pursuing tenants, one of the rewards is that more marketing funds go back to the site.  This might be a disincentive to those that are not that active in the ARMS program.  Then Mr. Burgin asked isn’t that what their goal is, to generate the tenants. Mr. Zimmerman added that they’ll have a good accountability if they keep marketing separate from the core funding.  

Closing Remarks

Mr. Kevin Fahey, Program Executive Officer Ammunition, Deputy PEO

Mr. Fahey told the group that it was a very good meeting.  The combination of topics was right on the mark.  He then thanked the JMC and AMC ARMS Teams for their work

Adjournment

Mr. Steve Mapley, Joint Munitions Command, Program Director, ARMS

Mr. Mapley said he appreciates watching the program mature and seeing all of the successes.  Year after year, he hopes to see more of these successes.  He then adjourned the meeting.

(Meeting Adjourned 4:20 pm)
Page 1 of 25

