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UNITED STATES GENERAL ACCOUNTING OFFICE (, i L
REGIONAL VOFFICE s

IS FEDERAL PLATA
NeEw York, HEw Yorx 100607 i

FEB 81971

Hajor eneysl Exvin M, Craohan, Jy. ,.igo
Coruzanding Officer &0
U8, Arvy thmitions (eatnind
Dover, Hev Jeareey (7101

Dear Cemsral Crab mi

W hove yeviewwd the April 17, 1949, proposal submitted by Symtesw DLC Osw!
and Inatruments Divieion, Bulova Natoh Compeny, Tiw., to the W8, Army
Armunftion Procurewent and Supply Agency (wa\f, Jw‘iiot, I11indin, for
H524A5 fume, On the hasls of this propesal, ccutzeat DMAROY-6I-COR33
vy awarded on April 2¢, 1963, for 1,0 allliow fesen 0wt o total prioe
of §10,414,727,

The contreot lnoludad a defvvtive priecing clauvaw providing for a °
reduction in prioce {f tho prioe s inereased Ly & pigaiffioant rawunt
becaune the contrsotor furnished incowplate, inaseurate, ty memurreat
vost or priaing dats, lingotiations vere hald on Aprid ‘.{‘7, 1663, aad
Bulow submitted the requilred cost or pricingy oerti{ficale on
Apri) 35, 1964,

JAROR CCOT EZTRATES HIGHIR
VI_DVRICAYED BY AYALLADIY.
COTT_OR PRICXKD DNTA

The fira fived price negotisted was aleut §707,400 highiy thsn 1t
should have bLewn tecaume Bulova umed Lancouraie cost informaticn in
prepering its proposal, %This snount {noludas direvt manufacluving
lnbor plua applicable sverherd, gener=l ond administruilice eapenyons,
and profit (see npp. I, II),
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Dulove originslly proposed {1,2231 fur unit wauuleefuring lahbor ecsta.
1his rate vas conputed Ly applylng astual averagy hourly labor Tates to
thy oteanderd time required to maku a fuse, During mayotinticone on
April 17, 1968, Bulova imoreagnd thls amount to $1.4035, APSA repre-
scutative quontionwd the unlit cest beeausy *o# "ptunterd hours should
be spplicd to ptandsrd rates, and sotual hours should be opplied to
actunl reten.”® A wait wemufscturing labor vost of $1.314i4 e
negotinted subject to Dulove furalehiay e justificativa forr ity revised

yroposal,

Gn April 19, 1963, prior to the centraet avard snd sibtmiseicn of tho
pricing ocertificate, Dulove furnisbed the requisted justilieatiosm,
Bulove justified ite labor unit coet by elting ite covta (1 & previcus
contraet, DAY1.173-4MC-934(A), vhich 1t sdjusted for a subisquent wvage
incresne. (Soe spp. IIL) ‘hin nev inforasticn wves not mulited Ly
Covernasnt porscxoel prior to the ruvard of the comtrect,

Insccurate deta

The Dulove veaputstion vae mivleading sinve it ceutained imveonrata
data. Correct information wwild have sivwa a labor unit coet of $1.11213
for units to be mumfsctured tefore the wwge increape aad §1.157'3 fer
units manufaotured theresftex, (Swe spp. IIN)

The prior eontract, {34(A), ovlled for fuses, Duies loss amming
nechanisms, and srming mechanimes, Jlke mmber of equiwlent fuses jruducad
hed to be conputed to determnine unit coste. Aulove 4id this by using
{ke welling prices ol tle nraing meshenirm and the fuse ns followes

Solling
Rxion. . Exreeat
Fuse Jesp sraing mechanien $3.50 57.718
Arning wechenlex .ﬁ‘&i hb Al
Fure 13 100990
Contrast
quentity Laraent Aeisd
Fuzes 466,000 466,000
Fuse lesss araing mochsnisnm 333,000 57.773 221,290
Arming mechaniam 1,312,130 Lk ag22 554,028
EqQuivalent fuses 100,000 Jagdlials
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The voe of salling )wices ves invelid viwes thi labor axpenisd on
the fune cowponyntn wam \wt in the vane ratio ag thaiy selling prioes,
Bulovals lator gtandards ahownd thet Jabor requirnd for t{he srming
mechanivs wvey tuloe that nveded for Yhe fusy less aming nechsniam S»
followys

Atandinde Darcent

Mase lewe armiug weohonis © ¥ <ALBHG 33.152
Arning meclanisx 84398 Loald
Fuse Madledl 190,900

s 1) . ubame. I S ARSE

Uning ‘he ebowy standerxds the oquivalest unite ehwuld have Wween
Jouputed an followes

Aoinal
Seliwmtia Eexsaa: Jatad
Fuves 466,000 466,000
Fuse less arning meshanimn 383,334 33.152 127.003
Aruing mschenism 1,330,180 R 'ﬁﬂ%
Fquivalent fowes 1. 000 X,

Lot A it § s

e 1norvese in oquivalant fusee to 1,481,282 aigifissatly dovroives
tie historisal lebor uait coets,

¢« # 8 x »

Wo digcussed Vuis natter with offiaialy of the Mev Yerk Bramol Office,
Dotsage Jontraot ALt \psuey, and APSA offlvinis imelvding ‘Le Deputy
cm‘nr Proowremsat Mvinlon, s the presuremwit cuutreoling wfficercs,

urnd that based tn the \nformiiion we (urniched, there was i
dox'utiu prioim on the wmbjsot omtrret oa wiieh hﬂ.m hed o oot
undorrun of sbomt $1,250,000,

W recownend thet the oontrsotiug officer siercisy the Govermsent!s
right te a price adjusiment under the defestive prioing olavee »f the
ctutract, & also ruggeet that procuvrensat offieicls siop wgotiating
priven tefore adejuate rnalymss of onirsctor furnivked data are perfurmed.




Fleese Adviee us vithin (0 days of say setions taken or planwed,

A oopy nf this letter is being forvarded to tie Directar, Dellense
Contreaot Audit \gency.

3ineervely yours,

Alfomeo J, Jtrasmullo
Reglional Maneger

Faclosures
ay stated

cey Director, OPSS 7 '
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Excess direct manufacturing labdbor
(vee app, 11)

Overbesd (200%) allowed in megotiations
Jubtotal

General and sdninictrative expeane
(5.95) alluwed in negotiaticns
Subtcotal

Frofit (10£) sllowed in negotistione
Total

$303,632.,00
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Fegotiated mamufeoturing
lsbor couvts

Aotuel experisnced conts,
ad junted for wge
inoreeses (mes app, III)

Difference
Nuaber of units

Excens lebor conte

Prior to
Fobe 1. 1962 [Fabe 20 JK3  Iatal

v1.31444

After

$1.314044




CRIPVIATION OF UNIT MANUPACTURING
IABOR COZ

Ewleve's April 19, 1963, lstiar
Aotusl labor including tooling

Overtice prenlua
Total

Equivalent uaits

Menufeoturing ocoats per unit
Addt 4.9% vae inoredse
Projeoted uniit ocoet

GAO Coaputatinn
Aotual labor vonts recorded in contresctors
reccrde - vithout overtims preaniun

19¢7 Hamufeoturing labor $ 513,910,85
Tooling e LahT 243
19€3 llanufeacturing lslor $1,050,948,96
Tooling —a b, 38
Total labor including tooling
Lese tooling
Total

Adds Weage increnpes to 2/1/(9
Totrl projected cost

Equivalent unite

lanufecturing labor coat per unit to
2/1/69

Manufecturing labor coat per unit after
2/1/69 (4.1% increame effective 2/3/(9)

t\Part of factory overhead

Uprovided for separately in price

SContractor oould not explain why be reported $8,335.55
in excess of booked eosts,

$,681,146,730

#

E

¥ 1.9715

&

$ MN,394.34

P WIERTS
1,672,811, 180

81,564,905,
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