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NATIONAL SECURITY AND
INTERNATIONAL AFFAIRS DIVISION

B~206570 September 30, 1983

The Honorable Joseph P. Addabbo
Chairman, Subcommittee on Defense
Committee on Appropriations

Jouse of Representatives

Dear Mr. Chairman:
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Subject Analysis of Frscdl Year 1984 Budget Requests
for Approved Multivear Procurement
{GAO/MNSIAD-83-57)

T“1s r£eport 1S 1n response to your January 28, 1383,
request and deals witn wnecner the funds reguested oy :the
Daepartwert oOC Defense 1n tne fiscal year 1982 budget to 1niciate
or concinue TMultivear conkracts aporoved 1n fiscal vears 1982 and

1983 are consistent ~i1th the proposed or negotiated contract
prices.

An examination of the fiscal vear 1984 budget request for
nine multivear orograms showed that the budget reguest exceeded
tne negotiated or proposed contract amounts oy $197.2 nillion for
four »rograms, as shown below.

2rogram Amount
(m1llions)

F-16 aircraft $150.3

KC-10A aircraft 17.8

Black Hawk Helicopter

airframe 8.0
engines 16.7
MK-46 Torpedo 4.4
Total $197.2

(942258)
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Service program office officials stated that the differences
resulted from management reserves, contract changes, and/or
inflation oceing a part of the oudget amount, put not the contract
amount. In accordance with discussions with your ocffice, we did
not evaluate the reasons for the differences or whether all the
oudgeted funds were needed for the program. The budget request
for the remaining programs (NAVSTAR Glopal Positioning System,
TRC 170 Radio, Defense Meteorological Satellite Program, C-2A
Alrcraft, and Multiple Launch Rocketr System) did not exceed tne
negotiated or proposed contract amounts.

wWe have enclosed details of our analysis for the KC-10A and
Black Hawk helicopter (airframe) programs. Similar summaries for
the F-16, YMK-46, and Black Hawk helicopter {engine) programs ars
being furnished under separate cover since they contain

Trcpri2tars or negetiation sensicive data. Release 0 tris data
may be pronipited py 18 L.S.C 1905. w~e nave also analjzed tae
orogram c<oOst when tne fiscal sear 1984 budger request exceeced

—ne latcsest astlmate.

This audac was conducted 1n accordance ~ita general.y
accepted government auditing standards, except for the Multiple
Launcn Rcc<et 3ystem. For tnat system, Army program office
officials stated the proposal exceeded budget amounts out r=afused
us access to proposal data on the basis 1t was negotiation
sensitive. The accuracy of this data can be verified at the
conclusion of negotiations .f the Committee desirss.

As you winstructed, we did not obtain official agency
comments on the matters discussed in this report. We did,
however, discuss with agency officials those instances where the
pudgeted amounts exceeded contract amounts Furtner, as arranged
wlith your office, unless you pupnlicly anncunce 1ts contents
earlier, we plan no further distribution of this report until
hearings are held or you otherwise release the information. At
that time, we will send copies to 1nterested parties and make
coplres avallaple to others upon request.

Sincerely yours,

Fand OOk

Frank C. Conahan
Director
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ZINCLOSYRE ENCLOSURE I

KC-10A AIRCRAFT

The KC-10A aircraft acquisition program 1s an Air Force
fiscal year 1983 multiyear procurement. On December 9, 1982,
McDonnell Douglas Corporation was awarded a §2,785.1 milliion
S5-year firm fixed price contract (subject to economic price
adjustments) for 44 aircraft. The Air Force currently estimates
the KC-10A program will cost about $3,373.3 million.

The following schedule compares the contract budget request
to the contract award.
Fiscal years

1983 1984

Multiyear contract:
————— (n1llions)~====

Appropriations/
3udget regquest $887 0 $§728 9
Contract award 866.5 711 1
Difference $ «5 $ 17 8
Units 8 8

A KC-10A program analyst said the $17.8 million difference
occurred because the Air Force and the contractors used diZferent
nethods to compute i1nflation. The Air Force believes tne apove
differences will be needed to cover future economic orice
ad justments.
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INCLOSURE L1i ENCLOSURE II
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1.

¢ BLACK HAWK JELICOPTER AIRFRAME

The Black Hawk helicopter acguisition program 1s an Army
fiscal year 1982 multiyear procurement. On April 12, 1982,
Sikorsky Aircraft Division of United Technologies Corporation was
awarded a 3-year, $950 million firm fixed price contract for
airframes. According to program officials, the contract has had
61 modifications, with a net increase of about S41 million.

These modifications are not considered in our analysis. The
following schedule compares the Black Hawk airframe budget
request to the contract cost.

Fiscal vears

1982 1983 1984

Multiyear contract: =00l 8 meeemem (m1llions) =——==~
Avpropriations/

Budget redgues= $291 1 $319 5 $295 0

Contract award 289 3 312.0 287 Q

Difference $ 18 $ 75 5§ 80

Units 96 9;_ 84

Program osudget officials stated that the $17 2 million
di1fference for the airframe 1s caused oy the budget regquesti con-
taining contingency funds for esconomic and pusiness base fluctua-
~ions which are not ncluded i1n wne original contract price The
contract 1s adjusted for chese 1tems ocefore 1t 1s closed out





