k\ 3. ReGIJIvAL UL T T
. .
:':("L"\;"l ROUNM 7054, FEDERAL 11T NDING

| Lo et oo o012 093104
093104 DU gy

Iiecutenant Genernl James T. Gtewart

heranautiond “yatens Mylaor R

Wripht-Patterson Alr Force Dase, Ohio 45433 LM093194
Dear General 8tewart:

We recently completed a survey of the pricing of major subcontract
R-798200-9558 awarded by The Boeing Tompany to Rockwell International
Corporation, Autonetics Group, Anaheim, Califnrnian, The suhcontract
was awarded under Alr Force contract F33657-T71-C-0918 for the fiscal
year 1972 production buy of SRAM master computers used in the B-52 and
FB-111 sircraft.

Our survey disclosed that pertinent lower-tier subcontract cost
or pricing data apparently was not disclosed by Autonetics to tha
prime contractor or the Air Force prior to or during subcontract
negotiations, Nondisclosure of the data may have adversely impacted
the prime contract price. The data was identified during a Defense
Contract Audlt Agency (DCAA) postaward audit of the subcontract pro-
posal, Agency audltors at the time, however, did not believe a sound
basls existed for a contract price reduction.

We believe that the ABD contracting officer should determine
whether the Govermment is entitled to a price reduction under the
provisions of Public Law 87-653. Fnclosed for your information is a
copy of our letter to the Regional Manager, DCAA, Los Angeles, request-
ing a reevaluation of the position taken in the postaward audit.

We would appreciate being advised of any future actions taken or
planned on this matter. If you have any questions, please let us know,

Sincerely yours,

J. T, HALL, JR,
Regional Manager
Fnclosure:
Letter to DCAA Reglonal Manager, Los Angeles
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Mr. Alex Soll

Regional Manager

Defenre Coutract Audit Agency
1340 Vest Sixth Street, ond Floor
Los Angeles, Cnlifornia 90017

Dear Mr. Soll:

We recently completed a survey at the Rockwell International
Corporation, Autonetics Group, Anaheim, California, to determinc
whether a sufficiently cound basis exicted for performing o detailed
examination of the pricing of Boeing subcontract R-798200-9558. The
avard was made to Autonetlcc in July 1971 under Air Force contract
FF33657-7T1-C~0918 for the manufacture of SRAM master computers used
in B-52 and FB-111 sircraft.

Your resident staff had performed a postaward audit of the
pricing of the subcontract proposal. The review procedures followed
were ecgsentially in compliance with agency audit guldelines. The
sudit report, Wo. 429-16.4-0117 dated March 28, 1974, concluded that
the final negotiated subrontract price was nobt significantly increased
because the cost or pricing data submitted wa: incomplete or noncur-
rent as of June 18, 1971, the date of the Autonetics Certificate of
Current Cost or Pricing Data. The audit working papers, however,
contained information which indicated that Autonetics did not disclose
pertinent cost or pricing data to Boeing and the Air Force prior to
and during subcontract negotiations conducted June 8 through June 18,
1971,

Autonetics included in its proposal to Boeing a sole-source
(Ampex) lower-tier subcontract price quotation dated March 23, 1971,
for 155 computer core memories at $11,695 a unit or a total of
$1,812,725.

BEST DBQUMENY AV AILABLE
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Mr. Alex Loll -

The following information included in the pontaward working
papers apparcntly was not disclosed: "

-~ On June 1, 1971, Autonetics nent letters to Iabri.-Tek
and Flectronic 'erorien {IMI) soliciting price proposals
for the convuter core memory hardware and two prototypes.

-=  On June 4, 1971, Autonetica adviped 'mpex that alternate
source proposals for future requirements hadl been soli-
cited, and that the probability existed at leaast a por-
tion of the future requirements may be purchased from
another supplier.

- On June 8, 1971, futonetics received a aouotation from
™I at a unit price of 35,872 for hardware and $35,000
for the two prototypes,

-~ On June 9, 1971, Autoneties received a quotation from
Fabri-Tek at a unit price of 37,432 for hardware and
$30,500 for the two prototypes.

- On June 10, 1971, in an internal letter from the Auto-
netiecs "ajor Tutcontract Administrator, variour prorram
and contract officianls were advised of recelpt of the
Fabri--Tek and 11 price quotations. The letter stated
that the quotations offered an extremnly attractive
opportunity for cost savings over the present supplier's
price. lHe supgested that an immediate plan of action
be daveloped in conjunction with the ypropram office to
react to the new situation. The subcontract adminis-
trator nlso recormended that as a minirum the offera be
evaluatedi at once for capabllity, accuracy, reasonable-
ness, and compliance with requirements.

fn July 15, 1971, substequent to subcontract nerotiations, Autonctica
issued a TWX order to FMI for two prototypes. 7The order also provided
for option purchases of hardware unita. 0On July 16, 1971, Ampex lowered
its unit price to $7,500 and on July 23, 1971, Autonetics awarded Amnex
& subcontract for the computer core memory hardvware at the lover price.
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It appears that Fabri-Tek and ¥II price quotations and related
correspondence constitute pertinent cost or pricing data which rhould
have been dinclosed Ly Autonetics to the prime contractor for consid-
eration durine rubeontrast nezotiations, heecordingly, we have acked
your recident office staff to rervaluate the ronition taken in the
portavard audit report. ', Fipnn advised us that the pntter was under
consideration and the poneltility existed that a supplemental audit
report may be issued.

Ve would approciate being sdvised of the disporition of this
matter, If you have any questions, please lat ua know.

An information copy of this letter is being sudbmitted to the
Commander, leadquarters, Aeronautiesl Hystems Division, Wright-
Patterson AMr Force Rase, Ohic,

Sincerely yours,

J. T. HALL, JR,
Rerional Manager

bee: Assistant Director, PSAD/GP - C. Weinfeld
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