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Report to Robert S. Cooper, Director, Wational Aeronautics and
Space Rdministration: Goddard Space Flight Center, Sreenbel:,
MD; by Gilbert P. Stromvall, Manager, Pield Operations Div.:
Pegional Office (Chicago).

Issue Area: Fa2deral Procurement of Goods and Servicss (1970).

Contact: Pield Operations Div.: Regional Office (Chicago).

Budget Fanction: National Defense: Department of D2fense -
Procurement £ Con%*racts (0S8).

Organization Concerned: International Telephone and Telegraph
Corp.: Aerospace Optical Div.

Aa+hority: P.L. 87-653.

Tnternational Telephore and T2legraph (ITT) failed t»o
providle accurate, complete, and current cost or pricing data at
the time of negotiation of a fixed-price incentive contract for
fligh* models and flight model parts for the ¥ational
Aeronau+ics and Space Administration (NASA).
Pindings/Conclusions: Examination of the NASA rrocurement files
and the cost and pricing data submitted by ITT showved that the
contract price vwas overstated Lty about £62,000 because of I?T's
misrepresentation of pricing of integrated circuits. ilthough
1™ indicated in its technical provosal that it would use
integrated circuits from Texas Instruaents, Inc., they priced
out the proposal using much higher priced integrated circuits
from National Semiconductor. After the contract award, ITT
purchased *he lover priced Texas Instrument parts. The estimated
difference betveen the proposed purchase price included in the
proposal and the actual purchase price amounted to about
$33,300. The total overpricing included the proposed ITT factors
for such items as material escalation, normal parts replacesent,
and general overhead and profit. Had I?T provided appropriate
data, *he contracting officer would have had a sound basis for
negotiating a lower contract price. Recommendations: The
Dirsctor of the Goddard Space Flight Center should 3irect the
contracting officer to evaluate the availabie data to deteramine
whether the Government is entitled to a price adjustment under
+he contract. (SC)
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Dr. Tobert S. Cooper

Dirsceor, Coddard Space Flight Center

dational Aercnautics and Space
Adriinistration ‘

Creendelr, Maryland 20771

Uear Pr. Cooper:

Ve heve exaninad tie pricing of negotiated fixed-price facentive
contract A55-22497. Your asency awarded tiie contract om a noncorpet~
itive bLzsis to International Telnphone and Telerrazh (I17) Aerospace
Optical Divisioa, Fort Wayne, I:c¢izns, on July 31, 1575. The
coatract Is for the fasrication, assecily, test, and delivery of four
Advanced Very Hizh Resolution Radiomcter (AV::2R) flighe models and
coz=on parts for four additional flizit models., The tarzet price,
vhich i:cludes a tarzer profit of $354,.17, 1s $3,296,784,

This worz represents part of our proesran to noniter cfforts of
Coverzmeut acencics to ohtaln zoods and services at reasonable prices.
The objcctives of the exaaination were to deterrinc wvhether

" (1) coatractinz offlcials obtaiued cost or priciag data as required by

Public 7aw 47-653 apnd implewenting IASA Pogulations, (2) data obtained
uvas evaluated and relied on in negotiatiny the contract prices, and
(3) the nesoctated price 1s reasonable based oa cost or pricing data
available to ti:c coatractor at the time of contract nenotiation. We
exanined the NASA procurercent files, tha ITT sub=itted cost or pricing
data, xi, on & selected basis, the IIT costs {:curred as of ‘‘arch 16,
1577. - :

Pul.lic Lar 87-653 and HASA RFejulations renulire contraeting
officials to ottaein frcu contractors certificd cost or priciag data in
support of prorosed prices for. all nejotiated contracts exyected to
excced $192,250, with certain exceptions, Contractors ara required to
eurtify that cost or pricing data used as s basis for nerotiating
contract prices 13 accurate, complete, and current. The Pegulations
ulso provide for postasard rcduction of the contract prica when the
certificd data is shown to be dofective end the result s a asignifi-~
cant incrcasas in tie nezotiated prica.



Our exsrination shoved that the contract price was oversts=*ed
Ly about $52,330 because of IIT's mizrepresentation of pricing of
intesrated circuits. In itz technieal proposal, ITT {adicated that
integrated circuits from Toxas Instruzeats, Iac. (7I), Fort Wayne,
Indiana, would be used in meeting contract resuirerents. FPurther,
1f oririnal TI intarrated circaits were not available, ITT stated
that successor TI circuits would be used, but provided no indica-
tion of the potential price diffcrential. Fovever, ITT priced out
the proposal using rweh higher priced iateprated circuits fron
Kational Semiconductor in Sacta Clara, Calfiornia. After contract
avard, ITT purchased the lover priced successor TI parts.

ke estirzte the difference betweca the proposzed purchase price
included {c the proposal and the actual purchase price azounted to
about $33.320. Vith the additfon of tie proposed ITT factors for
zaterial escalation, normal parts replacezent, qualifications of
slternats sources, bulh materials, material overhead, indirect
sxpensas, general overhead, and profit, total overpricing amsounted
to about 262,020,

11T personnel aidvised us tkat they used the liational
Sexiconductor quote because MASA had doutt about the performance of
tae TI circuits. Vovever, YACA's contracting officer told us that
ITT was acdvised during nezotiatiocs that the TI iaterrated circuits,
both th.e orinzinal and successor, fully met HASA's requirements.
XASA's contracting officer told u3 that ha vas not svare that
substaatizlly hizher liational Sexicoaductor quotes were used in the
ITT proposal.

COGCLUSTIRS ANL PECO!MITIDATIOS

Ve believe that ITT fafled to poovide securate, complete, and
curxrcnt cost or pricing data at the time of necsotiation. Had ITT
provided approoriate data the contracting officer would have had a
sound basis for nerotiating a lower contract price.

We recoxzend ti:at you direct the coutracting officer to evaluate
data we obtained, sand any other availahle data, to duterzine whether
the Covernxeat is entitlcd to 2 price adjustzent under the costract.

Your cor=onts oan these matters will be appreciated.

Sincerely yours,
Go Feo SLIQUVaLdL

G. F. Strounvall
Regional anarer





