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sales of §67,035, Therefore, Viuke repvesemted that abont 76 meveont
ef ivs 2323 males wore fo corveweisl cegtomers.  The Command’s Price
Hrootiation Nemorgndum {ndicates the nepotintor relied wpon the
conirector’s veporied sales experience and did mot verify the walidivy
of thipg Jdota, )

{ontract nosobiatiovs, which wore conducead by telerlons on
April 15, 1071, rermlred in 8 yeduction of $47.64 a wnit. This
redunkion tras attyidbuied to 2 cevrvected digcount rate of 12 povoomd
and the elivinstion of foelshe chexpes fzeom cha wropesal, Durins
nopotintions, the coniracted gquortity wan 2lse vaduond by tew vniis,
Om April 27, 1971, Fluke vms aoarded flsedeprice contract DAAIDL71e0w
1067 for 131 wnits of Model 3320/AF aw $2,307.37 esch, or a todal
price of 8302,291.67.

Ogr review ghoved that Floke chweld have hoown thet the oovrmope
cial pales fisure yeopyverented ¢o the fr-w wog grbalenidially sveroiated,
{n Jamosry 22, 1970eezhont 6 vocks Bofove Fhie’s wervononintieon to
the Avnye-the contoactor eubnisted 4s aocwal repnrs ko the Prorsotine
tion Bosed for the yervy endins Scpherbor 30, 1970, Rackey dots for
thin yrpove ghoeeod that Floke's vonopotishls Ooverrmontd eales of
the 338% arounted o 60 pevernt of its totsl sales ef thot redel,
¥Filake oificialz chould thovefore bnve boom awnre thal the sorpany’s
eormereint sales could pov have excesdod &0 pevoent, s covprroed to
the 70 porcent subsivmuontly repregented to the Army.

In eomonting wpsi the pvmer in vhich the contranter devived
§ . .
the renogstinble soloa figures for the 33725 zn well gs all othor
models, Fluke's vopore to the Beneoatiation Board etated thas:

"Rapreoticble sales have bosa servenated by vefeveucs o
individieal prrehase oxders, f0e1 by ites, vhich {ndiented
divect salen o Qovernmand apenciss or for uze in
subcontyact,™

In other words, the comrny sgserted ¢hat 4z hed wsde & detalled
ansiysis of {te eales documonts in order o covmile the data included
in the repovk,

He thevefore bolleve that the senssotisvion repors Peckup data
ghould, ay a minime, have bom esed by Ploke in its representation
to the Awy, Hewover, we foend thet this dats sles overstated the
compauy's commercisl sales. ¥or emample; during the yeor eoding
geptovber 30, 1376, the beckus dats showed salos of 100 unlts of the



s

Companding Qenoral «3- AUG 8 1972

L]

3338 2t & ryoss price (before volure dincounis were apolind) of
$235,150. The gomoereial poveios of thege calos lneludet five units
siippad to Fluhe sales ropromontatives. Flube $fflcials apres that
these shipmerats arve pot product sales, but fvnstead are wecd by the
gales repronentatives for domonstration pursoscs. In alliclon, the
backup dota incorvently showed sales of 16 wndts of 3230 ag coms-woial
gales, zithough thoey wvere actually for end wepe by the Qovermment,

The following teble compares Fluke's actual sales of the 3323
with that (1) vepresented to the Command and {33 compiled for the
Teport to the Renegotiation Board.

faley of Yodael 330
furive the Year Endimy 727770
7 L

Per CAD Reviow Ko, of Urits % of Total
Loverrmend-~Pr ime Contrachs 27 v 25
fovertnonb-=Subrentracts mﬁg{&} 5

Total Govsrmsont 72 b i7
Comaceneial Orders 2182 =]
Total 93 103

RN piimstes

Por Rencontistion Report
Backup Data

Goyarwmont &l &0
Coomevaind &Q{Q) &0
Total 1oy 110

LR s

Resreeented o Migaile Covmand
Covarvnsnd 29 e
Commercial o I8

Tatal 1ig 163

S2onsists of unine subeontyacty, of whish five wors for a totsl of
41 units. Too additionnl umige were esded en Flubke’s machine
tab run as being procurencnits under a G8A comivact,

b
Incindes one wnls sold te 8 State govornmont.

“inclndes five unite shippod to Plube sales representatives for
domonstration purposes,
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Covtractoer officinle wrre vnoble ¢o demonsivate o ws how they
grrvived at the sales brealdowm hey evbmitted to the Cowrand, but
expresned tha belief that they mist hove erroneously eonsideved some
of tha larger Covoryment gubeentyacts s eormorcial eales,  They
infovrsd us thag, in order to conolite the process of sonrvermating
3323 snles betwoon Goverrment and comnerednl, thoy must bwve ohtained
the dota by gcaqming thelr muching ted rem of shipstnta, uring thaie
eueieney coting systenm bo distlcmuich betwawm the two tyres of sales
vathey then vhyslcally exsrining the ordors invslved. They inforned
us that georrolly theie cuctoasr eodires of 85,0097 or ovnr retote
o U.8, Oovovnont eustonsrs erd codings undey V85,0007 portaln to
comnereinl custoners,  Under thieg gyastem; however, Covepremont subooiie
tractove vould aiwnys be classifled az cowsnrelal cwetomore, us
would elripmmts &o Pluke eales vepreroutatives, since both groups are
eosipned eusiomey rembers under 83,000,

g appesrs evidert o ug that the contracter bad errle tinn to
eravive gt lergt the Iovner eales orleve {to crrionors with cndog
prdor "85, 000 to derornine the ¢od woe of thege gaioe, Flobs pube
mitbed ity zalos zopresentstion to the Army on Naveh 3, 1971, bue
narntistions were pot coneluded umtil Areil 19, 31971, o about § vochs
Iater., 3I¥ only the flve Isracet ovders hod bren evoamined prior to
oy during fhat peried, foveorrront prics rontreoel porders showm on
those ovdere would bave {dontificd &1 g8itiona} vnite as being sold
W Covern-ent eortynciors rather tham to covorelsl custeers as
indicazed by the custovey codirn systew, Contracier officials sprecd
that their representeiinon to the Comwesd should bave beem breed upon
the gales dota comndled for thy wewerotictiom perovt. In addition,
we bellove the eamtracteyr crred in porortiny the fivs devonstration
undis, wshich sre readily identiflable on Fluke's ab wune, 23
cumgserolial salen,

in gy, we found that PlakieTs sctunl eormoreisl soles of the
3320 wore only $AR,093, ov atout 23 porcent of the total gnice of the
model, We alrs foumd thot all of Flule's comeereinl aales wors for
eng unit ench emypared eith the 121 unive being puvchased by the
Govermesit on one conlract, Thorefore, uo bolieve that Floka's come
mereial aalos ae representzd to the Comnand were substamtially overs
stated and 1t szomg selibsly that Fluke®s actual solos emericncs
wnnld heve sorporoed 2 detoruivation by the Cowmsnd o wegotiate on
the basis of the cataleg price.

Baged on 8 Fivke cost emelynis, it appenrs thar the contyacter
achicved a profit rate on the nodel 332B/AY cortract about four times








