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INSPECTOR GENERAL
DEPARTMENT OF DEFENSE
400 ARMY NAVY DRIVE
ARLINGTON, VIRGINIA 22202-4704

June 5, 2007
MEMORANDUM FOR AUDITOR GENERAL, DEPARTMENT OF THE ARMY

SUBJECT: Report on Airbursting Fuze Technology Used for the Objective Individual
Combat Weapon and the Advanced Crew Served Weapon
(Report No. D-2007-104) (U)

(U) We are providing this report for review and comment. This report is the fourth
in a series of reports on the overall management of the Objective Individual Combat
Weapon (OICW). This report addresses the fuze technologies associated with the OICW
Increments IT and III(XM25 and XM29) and the Advanced Crew Served Weapon (XM307
and XM307G) Programs. This report also addresses the program requirements process and
designation of the milestone decision authority for the XM307 and XM307G Programs.
We considered management comments on a draft of this report when preparing the final
report.

(U) DoD Directive 7650.3 requires that all recommendations be resolved promptly.
As a result of management comments, we revised Recommendation B.1. and added
Recommendations B.2. and C.2. to clarify our intention. Therefore, we request that the
Assistant Secretary of the Army (Financial Management and Comptroller) provide
comments on Recommendations B.2. and C.2., and that the Assistant Secretary of the
Army (Acquisition, Logistics, and Technology) provide additional comments on
Recommendations B.1. and C.1.b. by July 5, 2007.

(U) If possible, please send management comments in electronic format (Adobe
Acrobat file only) to AudACM@dodig.mil. Copies of the management comments must
contain the actual signature of the authorizing official. We cannot accept the / Signed / symbol
in place of the actual signature. If you arrange to send classified comments electronically, they
must be sent over the SECRET Internet Protocol Router Network (SIPRNET).

(U) We appreciate the courtesies extended to the staff. Questions should be
directed to Mr. John E. Meling at (703) 604-9091 (DSN 664-9091) or Mr. Jack D. Snider
at (703) 604-9087 (DSN 664-9087). See Appendix G for the report distribution. The team
members are listed inside the back cover.

By direction of the Deputy Inspector General for Auditing:
Richard B. Jolliffe

Assistant Inspector General
Acquisition and Contract Management

This special version of the report has been revised to omit For Official Use Only information,
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Department of Defense Office of Inspector General

Report No. D-2007-104 June 5, 2007
(Project No. D2006-D0O00AE-0154.001)

Airbursting Fuze Technology Used for the Objective Individual Combat
Weapon and the Advanced Crew Served Weapon (U)

Executive Summary

(U) Why You Should Read This Report. This report discusses internal control issues
associated with the implementation of a common fuze technology for use on
25-millimeter, high-explosive, airbursting ammunition and with program entry into the
system development and demonstration phase of the acquisition process.

(U) Background. The Obijective Individual Combat Weapon (OICW or XM29
[Increment 111]) is a dual-engagement weapon: its primary subsystem fires a
25-millimeter, airbursting ammunition (XM25 [Increment I1]), and its secondary
subsystem fires the standard 5.56-millimeter ammunition (Increment I). The Advanced
Crew Served Weapon, which later became the XM307 and XM307G Programs, is to
provide accurate, long-range firepower, including airbursting ammunitions, in a
lightweight system package. The XM307 and XM307G weapons are the next generation
of mounted and dismounted machine guns, respectively.

(U) This is the fourth in a series of reports on the overall management of the OICW
Program. This report addresses a common fuze technology for the high-explosive,
airbursting shells used in the XM25/XM29 and XM307 weapons. This report also
addresses entry of the XM307 and XM307G Programs into the system development and
demonstration phase of the acquisition process.

(V) Results. The XM25/XM29 and XM307/XM307G Programs had fundamental
internal control weaknesses in several areas. Specifically, the then-Program Executive
Officer Soldier did not require the development and implementation of a common fuze
technology for the high-explosive, airbursting shells to be used in the XM25/XM29 and
the XM307 weapons. In addition, the XM307 and XM307G Programs, without proper
authorization, entered the system development and demonstration phase of the
acquisition process. The following three findings discuss those internal control issues.

e The OICW and XM307 Program Offices did not have a common fuze technology
for setting, measuring range, and arming the high-explosive, airbursting shells
used in the XM25/XM29 and the XM307 Programs. As a result, the Army will
not have an opportunity to achieve a potential ammunition cost avoidance of
about $107.5 million. The Program Executive Officer Soldier needs to require
program managers for the OICW and XM307 Programs to conduct a study to
determine whether a common fuze technology is still viable for those programs
(finding A).

e The XM307 Program Office began developing the XM307 in the system
development and demonstration phase of the acquisition process before the Joint
Requirements Oversight Council approved the warfighter requirements for the
XM307. As a result, the Future Combat Systems (FCS) and the XM307 Program
Offices prematurely spent about $98.1 million in research, development, test, and



evaluation funds on developing the XM307 Program. In this regard, the FCS
Program Manager planned to spend an additional $93.3 million in those funds for
the program without assurance that the XM307 will satisfy warfighter
requirements. Before the completion of the audit, the Army initiated plans to
withdraw $80.1 million of the $93.3 million from the program and to use the
remaining $13.2 million to close out the contract. The Assistant Secretary of the
Army (Acquisition, Logistics, and Technology) and the Assistant Secretary of the
Army (Financial Management and Comptroller) should not allow the XM307
Program Office to commit or obligate any further resources on this program until
it has a stand-alone requirement approved by the Joint Requirements Oversight
Council. In addition, future resources should not be committed until the program
has a program review and the milestone decision authority signs an acquisition
decision memorandum that approves it for entry into the system development and
demonstration phase of the acquisition process (finding B).

e The then- Program Executive Officer Soldier prematurely, and without
authorization, approved the XM307G Program for entry into the system
development and demonstration phase of the acquisition process. As a result, the
XM307G Program Manager began the process for developing the program before
having an approved requirements document and full funding for the program.
Because the XM307G Program was not funded, the XM307G Program Office
contends that it has not yet expended funds developing the program. However, as
of May 2007, the XM307 Program Office has spent about $400,000 in FY 2007
research, development, test, and evaluation congressional plus-up funds on the
dismounted version of the XM307 (XM307G). In response to the draft report, the
Program Executive Officer Soldier rescinded the acquisition decision
memorandum that allowed the XM307G Program to enter the system
development and demonstration phase. Further, the Office of the Assistant
Secretary of the Army (Financial Management and Comptroller) withdrew
$2.697 million in FY 2007 research, development, test, and evaluation
congressional plus-up funds and plans to withdraw an additional $18,000 in
remaining congressional plus-up funds. The Assistant Secretaries of the Army
(Acquisition, Logistics, and Technology) and (Financial Management and
Comptroller) should not fund any additional work on the XM307G Program until
the program has an approved requirements document and an acquisition decision
memorandum approved by a properly designated milestone decision authority
(finding C).

(U) The Army internal controls for the XM25/XM29 and XM307/XM307G Programs
need to be strengthened. We identified material internal control weaknesses concerning
the nondevelopment and implementation of a common fuze technology for the
high-explosive, airbursting shells to be used in the XM25/XM29 and XM307 weapons
and the entry of the XM307 and XM307G Programs into the system development and
demonstration phase of the acquisition process.

(U) Management Comments and Audit Response. We received comments from the
Deputy for Acquisition and Systems Management, responding for the Assistant Secretary
of the Army (Acquisition, Logistics, and Technology) and the Program Executive Officer
Soldier; and from the Deputy Program Manager, Operations, Future Combat Systems
(Brigade Combat Team [BCT]), and the Project Manager Soldier Weapons.

(U) The Deputy for Acquisition and Systems Management neither concurred nor
nonconcurred with the recommendation to require program managers for the OICW and
XM307 Programs to conduct a study to determine whether a common fuze technology
was still viable for those programs. However, his comments and those by the Project



Manager Soldier Weapons met the intent of the recommendation. The Deputy for
Acquisition and Systems Management also neither concurred nor nonconcurred with the
recommendation to not allow the XM307 Program Office to commit or obligate any
further resources on the XM307 until the program has a stand-alone requirement
approved by the Joint Requirements Oversight Council, a program review, and the
milestone decision authority signs an acquisition decision memorandum that approves it
for entry into the system development and demonstration phase of the acquisition
process. The Deputy for Acquisition and Systems Management concurred with the
recommendation to rescind the acquisition decision memorandum that allowed the
XM307G Program to enter the system development and demonstration phase. He
nonconcurred with the recommendation to not allow development, including future
contracts or modifications, and research, development, test, and evaluation funding of the
XM307G Program, until the XM307G Program has a requirements document approved
by the Joint Requirement Oversight Council, full funding, and an acquisition decision
memorandum approval by a milestone decision authority designated by the Assistant
Secretary of the Army (Acquisition, Logistics, and Technology). The Deputy Program
Manager, Operations, Future Combat Systems (BCT) and the Project Manager Soldier
Weapons commented on the development of the XM307 and XM307G Programs, as
applicable. The Project Manager Soldier Weapons also commented on the viability of a
common, high-explosive, airbursting fuze technology. (See the Finding section of the
report for a discussion of the management comments and the Management Comments
section of the report for the complete text of the comments.)

(U) In response to the comments by the Deputy for Acquisition and Systems
Management; the Deputy Program Manager, Operations, Future Combat Systems (BCT);
and the Project Manager Soldier Weapons concerning the XM307 and to obtain intended
corrective action, we revised the recommendation to require that the XM307 have a
stand-alone requirements document that the Joint Requirements Oversight Council has
approved instead of recommending that the XM307 have a stand-alone requirements
document or that the FCS operational requirements document be updated to contain
sufficient detail to address XM307 capabilities. We also added a recommendation that
the Assistant Secretary of the Army (Financial Management and Comptroller) not fund
any additional work on the XM307 until the program has a stand-alone requirements
document approved by the Joint Requirements Oversight Council, a milestone decision
review, and an acquisition decision memorandum that approves the XM307 Program for
entry into the system development and demonstration phase of the acquisition process.

In addition, in response to the comments by the Deputy for Acquisition and Systems
Management concerning the XM307G and to obtain intended corrective action, we added
a recommendation that the Assistant Secretary of the Army (Financial Management and
Comptroller) not fund any additional work on the XM307G until the program has a
requirements document approved by the Joint Requirement Oversight Council, and an
acquisition decision memorandum approval by a milestone decision authority designated
by the Assistant Secretary of the Army (Acquisition, Logistics, and Technology).
Therefore, we request that the Assistant Secretary of the Army (Financial Management
and Comptroller) respond to the new recommendation concerning the funding of the
XM307 and XM307G Programs. We also request that the Assistant Secretary of the
Army (Acquisition, Logistics, and Technology) review his office’s position on the further
development of the XM307 and XM307G Programs and that he provide additional
comments on those recommendations. The Assistant Secretaries should provide
comments on this report by July 5, 2007.



Table of Contents

Executive Summary

Background

Objective

Review of Internal Controls

Findings

A
B.
C.

Viability of a Common, High-Explosive, Airbursting Fuze Technology
Program Management of the XM307
Program Management of the XM307G

Appendixes

A.

@ T Mo Ow

Scope and Methodology
Prior Coverage

Glossary

Timeline of Applicable Events for the Objective Individual Combat
Weapon and the XM307 Programs

Army Acquisition Executive Transition Memorandum

Program Executive Officer Soldier Acquisition Decision
Memorandum

Management Comments on the Overall Report and Findings and Audit
Response

Report Distribution

Management Comments

Assistant Secretary of the Army (Acquisition, Logistics, and Technology)
Project Manager Soldier Weapons
Program Manager Future Combat Systems

13

29
32

36
39

40

42
52

55
63



Background

(U) This is the fourth in a series of reports on the overall management of the
Objective Individual Combat Weapon (OICW) Program. This report addresses
the fuze technologies associated with the OICW Increments 11 and 111 Program
and the Advanced Crew Served Weapon (ACSW), which later became the
XM307 and XM307G Programs. This report also addresses the program
requirements process for the XM307 and XM307G Programs and entry of those
programs into the system development and demonstration phase of the acquisition
process. Appendix B is a glossary of technical terms used in this report.

(U) OICW Program Management. The OICW is a dual-engagement weapon:
its primary subsystem fires a 25-millimeter, airbursting ammunition, and its
secondary subsystem fires the standard 5.56-millimeter ammunition. In January
2003, the Program Executive Officer Soldier (PEO Soldier) briefed the Assistant
Secretary of the Army (Acquisition, Logistics, and Technology) on an
evolutionary acquisition approach for incrementally developing the OICW
subsystems by maturing two separate-but-parallel capabilities: the kinetic energy
system (XM8 [Increment I]) and the stand-alone, high-explosive, airbursting
system (XM25 [Increment I1]). After the systems were developed, they would be
combined to form the originally conceived OICW (XM29 [Increment I11]). The
following figures show the XM25 and XM29 weapons.

Source: Modern Firearms and Ammunition Source: Military Photos.Net
http://world.guns.ru/grenade/gl13-e.htm http://media.militaryphotos.net/photos/album112/ade
(U) OICW Increment Il (U) OICW Increment 11
(XM25 Weapon System) (XM29 Weapon System)

(U) ACSW Program Management. In 2003, the ACSW, which later became
the XM307 and XM307G, completed an advanced technology demonstration,
using three prototype 25-millimeter systems.

(U) XM307 Program Management. In December 2003, the XM307
Program entered the system development and demonstration phase of the
acquisition process. The XM307 machine gun combines the lethality of a
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precision, 25-millimeter, airbursting ammunition; a 25-millimeter armor-piercing
ammunition; and a nonconventional, lightweight design. The Army plans to use
the XM307 on selected Future Combat Systems (FCS) vehicles. The figure
below shows the XM307 weapon mounted on an FCS Manned Ground Vehicle.

(U) XM307 Weapon Mounted on a
Future Combat Systems Manned
Ground Vehicle

Source: Future Combat Systems Program Office

(U) XM307G Program Management. The XM307G is the same as an
XM307 weapon; however, it can be vehicle-mounted or tripod-mounted for
ground applications. On June 24, 2005, the then-PEO Soldier approved entry of
the XM307G into the system development and demonstration phase of the
acquisition process.

Source: Defense Update - International Online Defense Magazine
http://www.defense-update.com/products/x/xm307.htm

(U) XM307G Weapon

(U) Program Executive Office Soldier. The Program Executive Office Soldier
oversees the development of the OICW, XM307, and XM307G Programs. The
Program Executive Office Soldier’s mission is to design, develop, procure, field,
and sustain virtually everything the soldier wears or carries. Reporting to the
PEO Soldier is the Project Manager Soldier Weapons who supports the soldiers
through the development, procurement, and production of weapon systems,

2
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ammunition, and associated target-acquisition and fire-control systems.

Reporting to the Project Manager Soldier Weapons is the Product Manager
Individual Weapons (OICW Program Manager) who maintains and improves
existing individual weapons, such as rifles, carbines, pistols, and grenade
launchers for the Army and other Military Departments. Also reporting to Project
Manager Soldier Weapons is the Product Manager Crew Served Weapons
(XM307 and XM307G Program Manager) who maintains light to heavy machine
guns, grenade launchers, and research and development of small arms
ammunition.

(U) Overall Audit Project. This audit report is the fourth in a series of reports
on the overall management of the OICW Program. The first report, DoD
Inspector General (1G) Report No. D-2006-004, “Acquisition of the Objective
Individual Combat Weapon,” October 7, 2005, addressed internal control
weaknesses associated with the program documentation, acquisition category
classification, and approval of the OICW Increment | capability development
document before entry into the system development and demonstration phase of
the acquisition process. The second report, DoD IG Report No. D-2006-087,
“Acquisition of the Objective Individual Combat Weapon Increments Il and I11,”
May 15, 2006, addressed the Army’s completion of the requirements process for
OICW Increments Il and Ill. The third report, DoD IG Report No. D-2006-123,
“Program Management of the Objective Individual Combat Weapon Increment 1,”
September 29, 2006, addressed requirements and systems engineering processes,
contracting and funding procedures, and milestone decision authority for OICW
Increment I.

Objective (U)

(U) This audit is a continuation of work on our review of the program
management of the OICW Program. The objective of this audit was to determine
the viability of a common fuze technology for the high-explosive, airbursting
shells used in the XM25 and XM29 (OICW Increments Il and I11) and the XM307
weapons. We also determined whether management was effectively
implementing the program requirements process for the XM307 and XM307G
Programs and whether those programs properly entered the system development
and demonstration phase of the acquisition process. See Appendix A for a
discussion of the scope and methodology and prior coverage related to the audit
objectives.

Review of Internal Controls (U)

(U) OICW and XM307 Internal Control Weakness. We identified material
weaknesses in the application of internal controls associated with OICW
Increments Il and 111 (XM25 and XM29) and the XM307 and XM307G Programs,
as defined by DoD Instruction 5010.40, “Managers’ Internal Control (MIC)
Program Procedures,” January 4, 2006. Although the internal controls outlined in
the DoD 5000 series of guidance and Army Regulation 70-1, “Army Acquisition
Policy,” December 31, 2003, were adequate for controlling the four Army
acquisition programs, Army acquisition officials did not adequately follow those
internal controls. Specifically, the then-PEO Soldier did not require the
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development and implementation of a common fuze technology for the
high-explosive, airbursting shells used in the XM25/XM29 and the XM307
weapons. In addition, the XM307 and XM307G Programs, without proper
authorization, entered the system development and demonstration phase of the
acquisition process. Implementing the recommendations in findings A, B, and C
will improve those internal control weaknesses and could result in a potential
ammunition cost avoidance of about $107.5 million. A copy of this report will be
provided to the senior official responsible for internal controls in the Office of the
Assistant Secretary of the Army (Financial Management and Comptroller).

(U) OICW Prior Coverage Internal Control Weaknesses. DoD IG Report
Nos. D-2006-004, No. D-2006-087, and D-2006-123 also addressed internal
control weaknesses associated with following the DoD 5000 series of guidance
and Army Regulation 70-1 on the OICW Program. The first report addressed an
internal control weakness associated with preparing and approving OICW
Increment | for entry into the system development and demonstration phase of the
acquisition process. The second report addressed an internal control weakness
associated with the Army’s completion of the requirements process for OICW
Increments Il and I11. The third report addressed an internal control weakness
associated with awarding contracts for the XM8, which later became Increment |
of the OICW Program, before having an approved warfighter requirement, and
with not obtaining appropriate milestone decision approval before initiating the
acquisition.



A. Viability of a Common, High-Explosive,
Airbursting Fuze Technology (U)

(U) The OICW and XM307 Program Offices did not have a common fuze
technology for setting, measuring range, and arming the high-explosive,
airbursting shells used in the XM25/XM29 and the XM307 Programs.
This condition occurred because the then-Program Executive Officer
Soldier (PEO Soldier) did not require the OICW and XM307 Program
Offices to include in their acquisition strategies and the acquisition plans a
common, high-explosive, airbursting fuze technology. Although the
XM307 has a fuze technology that is adaptable to the XM25/XM29, the
program offices were unsuccessful in getting the XM25/XM29 and
XM307 prime contractors to implement a common fuze technology. As a
result, the Army will not have an opportunity to achieve a potential
ammunition cost avoidance of about $107.5 million.

Innovative Practices, Prudent Business Judgment, and
Program Planning (V)

(U) Innovative Practices and Prudent Business Judgment. DoD

Directive 5000.1, “The Defense Acquisition System,” May 12, 2003; DoD
Instruction 5000.2, “Operation of the Defense Acquisition System,” May 12,
2003; and the “Defense Acquisition Guidebook,” July 2006, provide guidance
concerning innovative practices and prudent business judgment.

(U) DoD Directive. DoD Directive 5000.1 requires milestone decision
authorities and project managers to examine and, as appropriate, adopt innovative
practices, including best commercial practices and electronic business solutions
that reduce cycle time and cost and encourage teamwork.

(U) DaD Instruction. DoD Instruction 5000.2 requires the milestone
decision authority and the program manager to use discretion and prudent
business judgment to structure a tailored, responsive, and innovative program. In
addition, the Instruction authorizes the milestone decision authority to tailor
procedures to achieve cost, schedule, and performance goals. The Instruction also
requires the project manager to prepare and the milestone decision authority to
approve an acquisition strategy at the system development and demonstration
phase milestone decision.

(U) Defense Acquisition Guidebook. The Defense Acquisition
Guidebook states that, based on best business practices, the acquisition strategy
should be updated for all subsequent major decisions and program reviews and
should reflect the current status and desired end point of the program.

(U) Acquisition Program Planning. The Federal Acquisition Regulation; Army
Regulation 70-1, “Army Acquisition Policy,” December 31, 2003; and Army
Pamphlet 700-56, “Logistics Supportability Planning and Procedures in Army



Acquisition,” December 5, 2005, provide guidance on acquisition program
planning, which includes acquisition strategies and acquisition plans applicable to
the XM25/XM29 and the XM307 Programs.

(V) Federal Acquisition Regulation. Federal Acquisition Regulation,
Subpart 7.104, “General Procedures,” requires a review of the acquisition plan at
key dates specified in the plan or whenever significant changes occur and revise
it, as applicable.

(U) Army Regulation. Army Regulation 70-1 states that the acquisition
strategy is the basis for formulating functional plans and strategies, such as the
acquisition plan, and should minimize the time and cost it takes to satisfy
identified, validated needs and to maximize affordability throughout a program’s
useful life cycle.

(U) Army Pamphlet. Army Pamphlet 700-56 requires program
managers to consider standardization in operation, maintenance, and support of
material systems to achieve the most efficient use of total resources, which
include money, readiness, time, facilities, and natural resources.

Common Caliber and Fuze Technology (U)

(U) In February 2002 an Army contractor conducted a study to determine
whether the OICW! and Objective Crew Served Weapon (OCSW), which later
became the ACSW and then the XM307, should have the same caliber and
possibly be capable of firing the same ammunition. After the study, the OICW
Program Office did not include the results of that study in the XM25 acquisition
strategy and the XM29 acquisition strategy and acquisition plan. However, the
XM307 Program Office did update the XM307 acquisition strategy and
acquisition plan to address common ammunition for use in the XM25/XM29 and
XM307 weapons systems.

(U) Common Caliber and Ammunition Study. On January 22, 2002, the
Deputy for Systems Management and Horizontal Technology, Office of the
Assistant Secretary of the Army (Acquisition, Logistics, and Technology)
directed that the OICW and the OCSW have the same caliber and possibly be
capable of firing the same ammunition. In response to the Deputy’s request, the
OCSW Program Office contracted with Altarum, formerly Vector Research
Incorporation, to conduct a comparison study.

(U) Comparison Study. In February 2002, Altarum began a study to
determine the feasibility of a common caliber for the OICW and the OCSW
Programs. On March 29, 2002, Altarum presented the “Objective Crew Served

LAt the time of the “Objective Crew Served Weapon Caliber Study,” the OICW Program had not yet
transitioned to the incremental acquisition approach. That approach occurred in January 2003 and
included the kinetic energy system (XM8 [Increment 1]) and the stand-alone, high-explosive, airbursting
system (XM25 [Increment I1]). After those systems were developed, the Army planned to combine them
to form the originally conceived OICW (XM29 [Increment I11]).



Weapon Caliber Study” to the Joint Service Small Arms Program. The study
recommended that:

e acommon ammunition or round for each weapon was not feasible;
however, a common projectile (internal workings of the fuze and
warhead) would be feasible;

e the two weapon systems should utilize the same fuze setting, range
determination, and safe and arming mechanism; and

e the two weapon systems should have similar 25-milimeter
ammunition.

Although Altarum determined that using similar 25-milimeter ammunition for the
OICW and the OCSW would increase the weight of the OICW, it determined that
using similar ammunition would allow a reduced cost per OICW ammunition and
would increase OICW lethality. Altarum also determined that the OCSW fuze
was cheaper to manufacture than the OICW fuze by $5.48 per fuze. After the
study, the PEO Soldier was to determine whether further commonality could be
accomplished between the two systems to reduce life-cycle costs and logistics
support.

(U) Army Efforts to Achieve a Common Fuze. On March 19, 2003,
the Procurement Contracting Officer, Picatinny Center for Contracting and
Commerce, U.S. Army TACOM Life Cycle Management Command,“ on behalf
of the Project Manager Soldier Weapons, directed Alliant Techsystems to cease
work on the XM29 20-millimenter ammunition. (See Appendix C for a timeline
of events to develop a common fuze technology between the OICW
[XM25/XM29] and ACSW [XM307].)

(U) OnJune 2, 2003, the procurement contracting officer directed Alliant
Techsystems to begin work developing a 25-millimeter weapon system and
ammunition. Alliant Techsystems was to change the caliber, fuze setting, and
range determination of the XM29 and to become a member of a combined XM29
and XM307 integrated product team to develop 25-millimeter ammunition.

(U) Also on June 2, 2003, another procurement contracting officer at the
Picatinny Center for Contracting and Commerce issued a letter to General
Dynamics Armament and Technical Products, Inc. (General Dynamics), the prime
contractor for the XM307 Program. The procurement contracting officer
requested that General Dynamics explore possible arrangements with Alliant
Techsystems for collaboration in the development of a 25-millimeter family of
common ammunition designs. The procurement contracting officer also stated
that the Government determined that a family of 25-millimeter projectiles using
maximum commonality of components and design was the optimal path for
proceeding with the XM25/XM29 and the XM307 Programs.

“Referred to in previous DoD Inspector General reports as the Tank-automotive and Armaments
Command. Originally the XM307 was the Objective Crew Served Weapon, which later became the
Advanced Crew Served Weapon and then the XM307, as shown in the timeline “arrow.”



(U) On December 3, 2003, the Director, Individual and Crew Served Systems,
General Dynamics issued a letter to the procurement contracting officer in
response to his June 2, 2003, letter. In the letter, the Director stated that General
Dynamics had coordinated a series of meetings between General Dynamics and
Alliant Techsystems to develop a teaming agreement to develop a 25-millimeter
common ammunition. Further, the Director stated that they planned to finalize
the agreement in the near future.

(U) On January 16, 2004, the procurement contracting officer, who issued the
June 2, 2003, letter to Alliant Techsystems, redirected Alliant Techsystems’
efforts away from developing a common fuze technology. The procurement
contracting officer directed Alliant Techsystems to restart its fuze setting and
range determination efforts that it had been pursuing before the June 2, 2003,
letter. According to a representative from the OICW Program Office, the
redirection of the common fuze technology occurred because efforts to maximize
ammunition commonality between programs was not successful. The primary
reason was that Alliant Techsystems and General Dynamics could not come to a
teaming agreement regarding proprietary data exchange.

(U) In April 2006, a representative from the XM307 Program Office stated that
he doubted whether a common round would be developed for the XM25/XM29
and XM307 Programs because:

e the contractors could not come to an agreement,

e aconsiderable amount of time elapsed during which each program
continued to develop its own design, and

e recent program status and funding implications make this a “very
dangerous strategy.”

(U) Update of Acquisition Strategies and Plans. The XM307 acquisition
strategy and plan and the XM25 acquisition plan had a goal to develop a common,
high-explosive, airbursting fuze technology, as suggested by the “Objective Crew
Served Weapon Caliber Study,” March 29, 2002. However, the XM25
acquisition strategy and the XM29 acquisition strategy and plan did not include
that requirement.

(U) XM307 Acquisition Strategy and Plan. The XM307 acquisition
strategy, December 3, 2003, addressed the development of a common,
25-millimeter, low-velocity ammunition for use in the XM25/XM29 and XM307
weapons systems. The strategy stated that, as a minimum commonality goal, the
XM25/XM29 was to use the XM307 airbursting projectile and fuze setting
technologies.

(U) The XM307 acquisition plan, December 3, 2003, encourages the XM307
system development and demonstration effort to include the development of
25-millimeter, low-velocity, common ammunition for use in the XM25/XM29
weapon systems.

(U) XM25 Acquisition Strategy and Plan. On June 2, 2003, when the
XM25 high-explosive, airbursting shell caliber was increased from
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20-millimeters to 25-millimeters, the OICW Program Office did not update the
OICW acquisition strategy to address the change in caliber. On November 30,
2004, the OICW Program Office prepared a draft XM25 acquisition strategy to
address the incremental acquisition process. On June 7, 2005, and November 28,
2005, the OICW Program Office again updated the draft XM25 acquisition
strategy; however, these unapproved acquisition strategies did not identify the
XM307 airbursting projectile and fuze setting technologies.

(U) On November 12, 2004, the OICW Program Office prepared a draft XM25
acquisition plan that required the OICW Program Office to develop a common
component 25-millimeter round with the XM307 Program Manager. On June 7,
2005, and November 28, 2005, the OICW Program Office again updated the draft
XM25 acquisition plan. The updates did not change the requirement to develop a
common component 25-millimeter round.

(U) According to the Project Manager Soldier Weapons, when the XM25
Program with its 25-millimeter caliber requirement began, the XM25 Program
Office intended that the program have a common projectile, as recommended by
the study. Further, he stated that the drafts of the XM25 acquisition strategy and
plan were to include a common projectile; however, “staffing could not keep up
with the changes to the program.”

(U) OICW (XM29) Acquisition Strategy and Plan. After the XM25
high-explosive, airbursting shell caliber was increased from 20-millimeters to
25-millimeters on June 2, 2003, the OICW Program Office did not update the
OICW (XM29) acquisition strategy and acquisition plan. The OICW acquisition
plan states that the plan will be reviewed at least annually and revised as
appropriate, and updated as significant changes are made to the OICW acquisition
strategy.

(U) Army Acquisition Executive Memorandum for the Record. On

March 22, 2006, the Army Acquisition Executive issued a memorandum to PEO
Soldier in which he stated that the XM25 Program will be transitioned back into
the technology base to continue the necessary work on the high-explosive,
airbursting ammunition and the system. The memorandum also requires the
XM25 Program to have a Joint Requirements Oversight Council-approved
capabilities document for the high-explosive, airbursting capability and an
approved acquisition strategy to proceed beyond the technology development
phase of the acquisition process. While the XM25 Program is in the technology
development phase, the XM25 Program Office has the opportunity to evaluate
and implement a common fuze technology to be compatible with the XM307
Program. (See Appendix D for the Army Acquisition Executive’s memorandum.)

Effect of a Common Caliber and Fuze Technology (U)

(U) Since the then-PEO Soldier did not require the development and
implementation of a common fuze technology for high-explosive, airbursting
shells, the Army did not have an opportunity to achieve a potential ammunition
cost avoidance of about $107.5 million.



(U) Associated Cost Avoidance per Round. The “Objective Crew Served
Weapon Caliber Study,” March 29, 2002, determined the cost of the fuze for the
XM29 to be $20.50 and the cost of the fuze for the OCSW, which later became
the XM307, to be $15.02. By using the XM307 fuze for the XM25/XM29 round,
the$OICW Program Office would be able to reduce the cost per round by as much
as $5.48.

(U) Ammunition Requirement. The July 1, 1999, OICW Ammunition
Requirements document states that the overall requirement for XM29
high-explosive, airbursting ammunition for FY 2004 through FY 2014 is
19,610,740 rounds. As of May 2007, the overall ammunition requirement was
unchanged, according to a representative from the OICW Program Office. By
applying the $5.48 cost avoidance to the XM307 fuze and the overall ammunition
requirement, the OICW Program Office has the opportunity to put about

$107.5 million ($5.48 multiplied by 19,610,740 rounds) to better use by requiring
the use of the XM307 fuze for the XM25/XM29 round.

Conclusion

(U) The PEO Soldier needs to direct the OICW and XM307 Program Managers
to determine whether a common fuze technology for the XM25/XM29 and
XM307 Programs is still viable by conducting another study similar to that
directed by the Deputy for Systems Management and Horizontal Technology. A
study to determine the practicality of implementing the earlier Altarum study
recommendations is timely because the XM25 Program has transitioned back into
the technology base and the Army is still considering the XM307 Program for
future development. (See finding B for a discussion of the XM307 Program.) If
the XM25 and XM307 Program Managers determine that a common fuze
technology is viable, they then should update their respective acquisition
strategies and plans to include a requirement for the development of a common,
high-explosive, airbursting fuze technology for the XM25/XM29 and XM307
Programs.

(U) If the OICW and XM307 Program Managers determine that a common fuze
technology for their programs is not viable, then the respective acquisition
strategies and plans should be updated to reflect a consistent acquisition approach.

Management Comments on the Finding and Audit Response (U)

(U) Summaries of management comments on the finding and audit responses are
in Appendix F.
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Recommendation, Management Comments, and Audit
Response (U)

A. We recommend that the Program Executive Officer Soldier direct the
Product Manager Individual Weapons and the Product Manager Crew
Served Weapons to:

1. Conduct a study to determine whether a common fuze technology
is still viable for the Objective Individual Combat Weapon and the XM307
Programs to implement best business practices, as required in DoD
Directive 5000.1, “The Defense Acquisition System,” May 12, 2003.

2. Based on the results of the study from Recommendation A.1.,
implement a common fuze technology for the development for Increments Il
and 111 of the Objective Individual Combat Weapon and the XM307 if a
common fuze technology is still viable.

3. Based on the results of the study from Recommendation A.1.,
update the acquisition strategies and acquisition plans for Increments Il and
111 of the Objective Individual Combat Weapon and the XM307 Programs to
address changes resulting from the study, in accordance with the Federal
Acquisition Regulation, Subpart 7.104, “General Procedures.”

(U) Deputy for Acquisition and Systems Management Comments. The
Deputy for Acquisition and Systems Management, Office of the Assistant
Secretary of the Army (Acquisition, Logistics, and Technology), responding for
the Program Executive Officer Soldier, neither concurred nor nonconcurred with
the recommendation. He stated that the Project Manager Soldier Weapons
addressed the recommendation in his comments, which the Deputy attached to his
comments. The Deputy stated that we appeared to have discounted the reality of
working with industry and the concerns industry has about protecting its
proprietary technology. He further stated that although the Project Manager has
made significant efforts to work with industry, his efforts have been unsuccessful.
The Deputy also stated that a merged fuze technology for the OICW and XM307
programs was still viable, but might be irrelevant when negotiating with

two separate contractors. The Deputy concluded that as the Army moves forward
in the high-explosive arena, opportunities may arise to reevaluate a common fuze
technology and that the Program Executive Office Soldier will continue to strive
for best business practices regarding these efforts. For the complete text of the
Deputy’s comments, see the Management Comments section of this report.

(U) Project Manager Soldier Weapons Comments. Although not required to
comment, the Project Manager Soldier Weapons disagreed with the
recommendation. He stated that the High-Explosive Airburst (XM25) Program,
which was in the technology base, and the XM307 Program have been cut back,
and that funding was not available to conduct the recommended study. The
Project Manager stated that if the Army approved requirements to proceed with
both programs and reestablished the funding, he would reconsider the
recommendation.
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(U) The Project Manager Soldier Weapons stated that while it may be obvious
that a similar fuze would create savings, the Army must evaluate the effects of
directing two vendors to merge their fuze technologies. However, he stated that
an evaluation of common fuze technologies for the XM25 and XM307 Programs
did not make good business sense at this time. In this regard, the Project Manager
stated that the Army cannot compel the contractors to divulge their proprietary
information. For the complete text of the Project Manager’s comments, see the
Management Comments section of this report.

(U) Audit Response. The Army’s comments were responsive. Although the
Deputy for Acquisition and Systems Management neither concurred nor
nonconcurred with the recommendation, his comments and those by Project
Manager Soldier Weapons met the intent of our recommendation. Specifically,
the Deputy stated that the Army may reevaluate a common fuze technology as
opportunities arise in the high-explosive arena and the Project Manager stated that
he would reconsider the recommendation if both programs were approved and
funded to proceed. Therefore, no further comments are required.

(V) Regarding working with industry, we disagree that we discounted the reality
of working with industry and the concerns industry has about protecting its
proprietary te