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UnITED STATES GENERAL ACCOUNTING QFFICE
REGIONAL, OFFICE

BOOA RS ) EDRHAL BUILDING
IO NORTH LS ANGELES STREET

[.0s ANGELES, CALIFORNIN 90012

JUL 26197

Captain Stanley Gary
Commanding 0fficer

U, 8, Naval Oninance Btation
indian Head, Mavyland 206L0

Deax Captain Gaxys

As part of ouj:;sviaw of ith&nbgolimtiom v oontraot pitices under
$Ha_provisiona of Fublio Law 87-693,[ we have examined into the prdce
proposed and negotieted for fixm fixed-price ocortrxact ROOLThw71~C-0289
avaxded to Talley Industries of Arizona, Mesa, Arizona, by the U, 8,
Naval Ordnance Station, The contract was awarded on March 12, 1971, in
the amount of $656,06L end provided for the produwction of wocket cata-
pults. The contraot price was subsequently inoressud to $700,078 fox
additional units,

Our examination was primarily ocorcerned with the reasonableness of
the price negotiated in aelation to cost oxr prioing data available at
the date of contract negotiations and the adequaoy of technical and audit
evaluations of the contractor!s cost proposal, (hx review of proposed
labor hours wae iimited to historical data on ccmpleted job ordexn fox
wevious procuxements as th? contraotor prematurely disposed of cnst
acocounting records and suppcrting documents refleating labox hours experi-
enced on substantially ox paxntially completed contxaots for the saune
items, Accordingly, we were unable to completely determine if the nost
ourrent experienced lahor howxr data was disoclosed by tha ocontraotor in
support of proposed corts.

A though we have no major nuestions concerning ihe xreusonableness
of the contract prioce, we noted that prior to negotiations the contractor
did not disolose to the contrasoting officer labor hour data expexriencad
on the most recently completed produotion contract for identical units,
Wondisclosure of this data, however, did not significantly affeot the
prlicing of this contract.



Captain Stanley Gary -2~ JUL 26 1973

Ho further reporting of the results of our review iz contemplated
at tFis time, However, copiee of this letter aye being sent to the
Commander, Nefenoe Cuntraot Aduninistraktion Services Region, aud the
Regional Managoxr, Defenne Contra..t Audit Agenoy, Los Angeles, fov their
information,

Bincerely yours,

; -7
1ot De Hall, Ve
JAME3 T, HALL, JR.,
Regional Managen

cc; Commander, DCASR, Los Angeles -
Regional Manager, DOAA, Los Angeles

bce: Deputy Director, PSAD/GPM - J, H. Hammond
Regional Meaager, Washington
Assistant Director, PSAD/GPM - <harles Weinfeld






