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THE RENEGOTIATION BOAJ?.D 
Hinutcs of He~ting of 
Friday, -~~_<::1~mber. l~.212 

2000 M Street, N. W. 
Washington , D. C. 
9:00 A. M. - 9:55 A. M. 

The following members were present : 
R. C. Holmquist, Chairman 
Rex M. Hattingly 
Got~dwin Chase 
Norman B. Houston 
C. U. Sylvester 

The following were also present: 
R. E. Rap11s, Secretary to the Board 

.. 

John B. Davis, Special Assistant to Mr. Chase 
Will:iam H. Burkhalter 
Donald S. Grenough 

·w. ll. Harris on 
George Lenches (Item 9, only) 

1. Approval o f Minutes 

The. minutes of the meeting h e ld December 9, 1975 
were approved. 

·C~J_:!/ornia C~~ter Product_::,, Inc. (197 52_ y. 
l:_\eguc~-~~~~La_!:~Appl_:.!.c~?tion for ~ 
fon~mc.r:_S'.ial _K::::_~~:~tion - Granted 

There was snb!nitted to the Board the memorandum 
dated Decenilier 9~ 1975, of the Deputy Director, Office of 
Review, s ubj cct : "Request to file untimely Application 
for CouMercial Exemption , California Computer Products, Inc ., 
Fiscal Yea r Ended June 30, 1975, LPI No. 875li 0," togethci:­
w:tth an c, t l:i.lchcd lette r date d November 24 , 197 5, from tl:e 
contractor reques ting p e rffiission to file an untimely 
Applicntion for Commercial Exemption for the fiscal year 
indicated (Exhibit A). 
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THE RENEGOTIATION BOARD 
Friday, December 12, 1975 

The Board approved the recommendation of the 
Deputy Director, Office of Review, that the contractor's 
request for permission to file an untimely Application 
for Corrunercial Exemption for the fiscal year ended 
June 30, 1975, be granted • 

....----· 
-V3. General Foods Corporation (i972, 1973 and 1974) 

Request to File Late Application for 
Commercial Exemption - Granted 

There was submitted to the Board the memorandum 
dated December 9, 1975, of the Deputy Director, Office 
of Review, subject: "Request to file untimely Applications 
for Commercial Exemption, General Foods Corporation, Fiscal 
Years Ended April 1, 1972, March 31, 1973 and March 30, 1974, 
LPI No. 13409," together with an attached letter <lated 
December 5, 1975, from the contractor requesting permission 
-to file an untimely J.pplication for Commercial Exemption 
for the fiscal years indicated (Exhibit B). 

The Board ·approved the recommendation of the 
Deputy Director, Office of Review, that the contractor's 
request for permission to file an untimely Application 
for Commercial Exemption for each of the fiscal years 
ended April 1, 1972, March 31, 1973 and March 30, 1974, 
be granted. 

4. Minnesota Mining and Manufacturing Company (1972)X 
3H Business Products Sa l es, Inc. (197 2) 
Ame~lcan _~a~ Corporation (1972) 
Prchlcr Electrica l Ins ula tion Co. (1972) 
Ril.<er Labor<itories , I nc . (J 9 72) 
Class A Clea r ance s - Approve d 

There was submitted to the Board by the Deputy 
Director, Office of Review, the Reviews of De termination 
dated December 2, 1975, together with attachn1ents, including 
Final Opinions (Exhibits C throueh G, respectively), 
relative to: 

Minnesota Mining and Manufacturing Company 
FYE 12/31/72 
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THE RENEGOTIATION BOARD 
Friday, December 12, 1975 

3M Business Products Sales, Inc. 
· l"YE 12/31/72 

Anierican Lava Corporation 
.FYE 12/31/72 

· Prehler Electrical Insulation Co. 
FYE 12/31/72 

Riker Laboratories, Inc. 
FYE 12/31/72 

.j 

.As recommended by the Western Regional Board and 
concurred in by the Deputy Director, Office of Review, the 
Board approved clearances in the subject cases for . the fiscal 
years indicated. 

, 
Clearance Notices will be issued to the contractors by 

the statutory Board, together with the respective Final 
Opinions . 

5. Rockwell International Corporation (1972) 'X 
Rockwell Standard (Wa llaceburg) Limited ({gl2) 
Worcester Houlded Plastics Co. (1972) 
The He=i:.m Universal Corporation (197 2) 
:Ha ine Electronics, Inc . (1 972 ) 
MGD Pneuma tics Incotporated (1972) 
AHFORGE Inc. (l~fil 
Nartran~ Corpor~tion (1972) 
Navan Incorporated (1972) 
Class A Clearances Approve d 

There were submitted to the Board by the Deputy 
Director, Office of Review, the Reviews of Determination 
dated December 3, 1975, together with attachments, including 
Final Opinions (Exhibit H through P, respectively), relative 
to: 

Rockwell International Corporation 
FYE 9/30/72 
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THE RENEGOTIATION BOARD 
Tuesday, December 12, 2975 

Rockwell Standard (Wallaceburg) Limited 
FYE 9/30/72 

Worcester :Moulded Plastics Co. 
FY Beginning 10/1/71 and Ending 3/31/72 . 

The Heim Universal Corporation 
FYE 9/30/72 

Maine Electronics, Inc. 
FYE 9/30/72 · 

MGD Pneumatics Incorporated 
FYE 9/30/72 

AMFORGE Inc .• 

., 

· FY Beginning 12/8/71 and Ending 9/30/72 

Nartrans Corporation 
·FYE 9/30/72 

Navan Inc~rporated 
. FYE 9/30/72 

As recommend·ed by the Western Regional Board and 
concurred in by the Deputy . Director , Office of Review, the 
Board approved clearances in the above cases for t he fiscal 

.years indicated. 

Clearance Notices will be issued to the contractors 
by the statutory Board, together ~ith the respective Final 
Opinions. 

Mr. :Mattingly and Mr. Sylvester dissented. 

6. Kaiser Industries Co~~~tion (1970 and 1971) 'Y' 
Henry J. K;:iisC'r C01~ny (19 70 and l~Jfil /\ 
Kaisc1: Eng_inecn;, Inc . (19 70 and 1971) 
Kais~?;__ Aero~>j)a~EJcctE_on~c s Cory. (1970 and 1971_) . 
Jeep Corpor.:i.ti~!~_(!or:nerb; Kaiser Jeep Corporationl_Jl9J.O). 
Hye~~~- Drum Comr_<~_9_70 <JnrLJJ.Z.!) ) 
Class A ClcnrancC's - Approve~ 

There were submitted to the Board by the Deputy Director, 
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THE RENEGOTIATION BOARD 
Friday, December 12, 1975 

Office of Review, the Reviews of Determination dated 
December 8, 1975, together with attachments, including 
Final Opinions (Exhibit Q through AA, respectively), 
relative to: 

Kaiser Industries Corporation 
FYE 12/31/70 

Henry J. Kaiser Company 
FYE 12/31/70 

Kaiser Engineers, Inc. 
FYE 12/31/70 

., 

Kaiser Aerospace & Electronics Corp • 
. FYE 12/31/70 

Kaiser Industries Corporation 
FYE 12/31/71 

. Henry .J. Kaiser Company 
FYE 12/31/71 

Kaiser Engine.ers, Inc. 
FYE 12/31/71 

Kaiser Aerospace & Electronics Corp • 
. FYE 12/31/71 

Jeep Corporation (Formerly Kaiser Jeep Corporation) 
FY Beginning 1/1/70 and Ending 2/5/70 

Myers Drum Company 
FYE 12/31/70 

ltyers Drum Company 
FYE 12/31/71 

As recommended by the Wes t ern Regional Board and 
concurred in by the Deputy Director, Office of Review, the 
Board approved clearances in the above cases for the fiscal 
years indicated. 
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THE RENEGOTIATION BOARD 
Friday, December 12, 1975 

Clearance Notice·s will be issued to the contractors by 
the statutory Board, together with the respective Final 
Opinions. 

. 7. 

Mr. Mattingly and Mr. Sylvester dissented. 

Sverdrup & Parcei and Associates, Inc. 
Class A llilaterals - Approved 
Sverdr1:!_E & Parcel and Associates, Inc. 
Class A Clearance Approved 

(1971 and 1973) x 
(1972) 

There was submitted to the Board by the Deputy Director, 
Office of Review, the Review of Determination (Exhibit BB), 
dated December 5, 1975, together with attachments, including 
a Final Opinion, relative to SVERDRUP & PARCEL AND ASSOCIATES, 
IN:C., fiscal years ended December 31, 1971, December 31, 1972 

.and December 31, 1973. On May 9, 1975, the Western Regional 
Board made and entered a recommendation that the contractor 
realized excessive profits in the gross amounts of $80,000 
for each of the fiscal years ended December 31, 1971 and 1973. 
On May 21, 1975, the Western Regional Board made a finding that 
the contractor did not realize excessive profits for the fiscal 
year ended December 31, 1972. On May 19, 1975, the contractor 
executed refund agreements prepared by the Western Regional 

. Board providing for the elimination of excessive profits in the 
amounts of $65,724 and $6q.909(subject to appropriate adjustment 
on account of Federal income taxes) for the fiscal years ended 
December 31, 1971 and December 31, 1973, respectively. 

·As recommended by the Western Regional Board, and 
concurred in by the Deputy Director, Office of Review, the 
Board approved the aforementioned refund agreements and directed 
that such agreements be duly executed on beha!f of the 
Government and that a fully executed copy of each be sent to the 
contractor. Also,· as recommended by the Western Regional Board, 
and concurred in by the Deputy Director, Office of Review, the 
Board approved a clearance in the subject case for the fiscal 
year ended December 31, 1972. The Board approved the Final 
Opinion. A Clearance Notice will be issued to the contractor 
by the statutory Board, together with the Final Opinion. 
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THE RENEGOTIATION BOARD 
Friday, December 12, 1975 

8.. ARO, Inc., Also Known As Arnold Research X 
Organization (1971, 1972 and 1973) ~ \ 

.. 

TI1ere was submitted to the Board by the Deputy Director, 
Office of Review, the Review of Determination dated December 5, 
1975, together with attachments, including a Final Opinion 
(Exhibit CC), relative to ARO, INC., also known as ARNOLD 
RESEARCH ORGANIZATION, fiscal years ended December 31, 1971, 
December 31, 1972 and December 31, 1973. 

As recommended by the Western Regional Board and con- · 
curred in by the Deputy Director, Office of Review, the Board 
approved clearances in the subject cases for the fiscal years 
:l.ndicated . 

'c1ear2nce.Notices will be issued to the contractor 
by the statutory Board, together with the Final Opinion. 

V"'9. Dist~~uished SC?.rvice Award - Kurt C. Behrens 

The Board unanimously moved and adopted a Distinguished 
Service Award (Exhibit DD) for Nr. Kurt C. Behrens, Deputy 
Director, Office of Review, who has announced his retirement 
from the Renegotiation Board . Each member of the staff present 
personally, and on behalf of their offices, expressed their 
sinc~re respect and affection for Mr. Behrens and their 
unanimous accord with this- action. 

Mr. Grenough will be in charge of arrangements for a 
luncheon honoring Hr. Behrens. 

10. Lbckheed Aiicraft Corporation (Consolidated) (197 2) 
Class A Case 

Reference was made to the action of the Board on 
December 9, 1975 (Hinutes No. 1965-16), deferring the 
subject case until December 12~ 1975. 

There was submitt ed to the Board by the Deputy Director, 
Office of Review, the Review of Determination dated Decemb e r 1, 
1975, together with attaclunents , including a Final Opinion 
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THE RENEGOTIATION BOARD 
Friday, December 12, 1975 · 

(Exhibit EE}, and a Supplemental Revie~e~·s~i:mliQftt~aatled 
December 10, 1975 (Exhibit FF), relative to: 

Lockheed Aircraft Corporation 
Consolidated with: (wholly•awned subsidiaries) 

Lockheed Air Terminal, Inc. 
Lockheed Shipbuilding and Construction Company 
Lockheed Aircraft International Limited 
Lockheed Missiles & Space Company, Inc. 
Lockheed Electronics Coffil}~ny, Inca 
Lockheed Aircraft Services Sipgapore Private Limited 
Fiscal Year Ended December 31, 1972 

Mr. Holmquist m0ved to assign this case to a Division · 
of the statutory Board in view of serious charges made by one 
Member of the Board. The charges that were made were that 
Lockheed had been shown in non-Board inquiries to be guilty 
of gross negligence ard gross inef ficiency. The Board approved 
this motion with Mr. Sylvester dis senting. Mr. Sylvester's 
statement of dissent (Exhibit GG) is included as being a full 
part of these minutes. Also included as being a full part of 
these minutes is the memorandwn dated January 7, 1976, presented 
Uy Mr. Cnase to the Board at the meeting of that date and 
addressed to the Secretary to the Board (Exhibit HH). 

11. Adjournment 

The meeting adjourned at 9:55 A. M. 

12. Final Actions Eliminating Excessive Profits 

linal actions t aken at this meeting regarding elimination 
of excessive profits are as follows: 

Agreements 
Unilateral Orders 

Total 

8 

$160,000 
None 

$160,000 

• 

Richard E. P..Apps 
Secretary 
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December 19, 1975 

(Exhibit GG to Minutes of Board Meeting of December 12, 1975) 

Lockheed Aircraft Corporation 
Fiscal Year Ended 12/31/72 

I reluctantly dissent from the Board's decision to 
assign to a Division of the Board Lockheed Aircraft Cor­
poration for the fiscal year ended December 31, 1972. 
This assignment was made as a result of a charge by 
Mr. Chase that non-Board inquiries had shown Lockheed 
Aircraft Corporation to be guilty of gross negligence and 
gross inefficiency. This unsubstantiated charge, I sur­
mise, is the result of newspaper headlines rather than 
hard evidence. 

Lockheed was assigned to the Western Regional Board, 
which after its review recommended to the Statutory Board 
that a clearance be issued, and the Office of Review in 
Headquarters concurred in this recommendation. With a 
return on renegotiable sales in the review year of 3.3%, 
further reduced to 0.5% after applying a $49,802,000 loss 
carryforward, it is difficult for the writer to understand 
what can be gained by assigning this case to a Division of 
the Statutory Board. 

Certainly, reported profits do not warrant such an 
assignment which, therefore, must stand or fall on the 
charge of gross negligence and gross inefficiency. 

Section 103 of the Renegotiation Act allows as a cost 
in a fiscal year costs exceeding revenue of the prior year, 
provided that "such excess did not result from gross ineffi­
ciency of the contractor or subcontractor." 

The Board's Administrative Letter 75-15 dated November 
17, 1975, provides with respect to segmental losses in a 
review year: 

Where a loss is generated by one or more of the 
segments, within the same fiscal year, the amount 
thereof shall be allowed as an adjustment, in effect 
a reduction of profits, of significant segments for 
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which profits are considered high (and would be 
considered excessive if considered separately)o 
Losses must also be examined for reasonableness 
to make sure they are not the result of gross 
inefficiency. 

Nowhere in the Renegotiation Act of 1951 or in the 
Board 1 s Regulations is "gross inefficiency11 defined. 
Webster defines gross as "an overall total, exclusive of 
deductions 1' and inefficiency as "not producing the effect 
intended or desired" and "wasteful of time and energy" as 
well as "incapable, incompetent. 11 

Black's Law Dictionary defines the term "gross negli­
gence," which Mr. Chase also used, as follows (citations 
omitted): 

The intentional failure to perform a mani-
fest duty in reckless disregard of the consequences 
as affecting the life or property of another; such 
a gross want of care and regard for the rights of 
others as to justify the presumption of willfulness 
and wantonness. • •• equivalent to the words "reck-
less" and "wanton." · 

This definition not only provides us with the type 
of finding which must be made to sustain the charge of 
gross negligence but also provides considerable guidance 
with respect to arriving at a definition of gross ineffi­
ciency. This is the concept of the degree of the ineffi­
ciency Congress must have intended when using the.term 
"gross inefficiency. 11 

After extensive hearings in the Congress in 1971, 
legislation was enacted (P. Lo 92-70) establishing a loan 
guarantee fund administered by _the Emergency Loan Guarantee 
Board. Lockheed Aircraft Corporation obtained a loan 
guarantee of $250,000,000 from this fuhd. I just cannot 
believe that Congress and the Emergency Loan Guarantee 
Board would so reward a contractor who was guilty of gross 
negligence and gross inefficiency. 

According to a report in the Wall Street Journal 
of December 11, 1975, Lockheed Aircraft Corporation, with 
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contracts in excess of $2 billion, has replaced General 
Dynamics as the nation's top defense contractor. This 
announcement must be viewed in light of Section 1, Part 9 
of the Armed Services Procurement Regulations, which pro­
·vide that contracts are not to be entered into by the 
Government except with contractors considered responsible. 

Section 1.903.l(iii) further provides that contract­ors must: 

••• have a satisfactory record of performance 
(contractors who are seriously deficient in cur­
rent contract performance, when the number, of 
contracts and the extent of deficiency of each 
are considered, shall, in the absence of evidence 
to the contrary or circumstances properly beyond 
the control of the contractor, be presumed to be 
unable to meet this requirement). Past unsatis­
factory performance, due to failure to apply 
necessary tenacity or perseverance to do an 
acceptable job, shall be sufficient to justify 
a finding of nonresponsibility. 

If Mr. Chase's charge is correct, and Lockheed Aircraft 
Corporation is, in fact, guilty of gross negligence and 
gross inefficiency, the Department of Defense, under its 
ASPRS, ought not to be awarding defense contracts to Lock­
heed Aircraft Corporation. Are these officials derelict in their duties? 

How does the Board measure the efficiency of a con­
tractor? The Board has established the Office of Procure­
ment Affairs at Headquarters and shnilar offices in each 
of its two Regional Boards. It is through these offices 
that the Regional Boards and the Statutory Board obtain 
information from the appropriate Department of Defense 
officials relating to the perfo~ance or efficiency of a contractor. · · 

What type of reports has the Board obtained with 
respect to Lockheed Aircraft Corporation for the year 
under review as well as prior years? While there has 
been criticism for cost overruns, missed delivery ~. 
schedules, and rejects in the C-5A Program and the .It) (~}, 
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Cheyenne Helicopter, this criticism must be tempered in 
that these products, on fixed-price contracts, required 
state-of-the-art developments and because they were only 
part of the contractor's defense business where the con­
tractor also received satisfactory and excellent perform­
ance reports. On an overall basis, then, the contractor 

.must be considered as a satisfactory performer. Were it 
otherwise, Lockheed would not be the nation's largest 
defense contractor today. 

Does approval of a $250,000,000 loan guarantee; do 
overall satisfactory performance reports; and does the 
continuing award of defense contra~ts provide evidence 
of gross negligence and gross inefficiency? I think not. 

If we can put aside the reckless charge of gross 
negligence and gross inefficiency, we can proceed to 
examine the contractor in the aggregate, as required by 
the Renegotiation Act of 1951. On the basis of the 
figures presented by the Western Regional Board and the 
Office of Review, the result, based on Board action with 
other defense contractors, obviously is a clearance. 

As stated previously, the margin of profits on rene­
gotiable sales is 3.3% with a net return on capital and 
net worth of 5.7% and 23.6%, respectively, before the loss 
carryforward and income taxes. These returns do not indi­
cate that profits are excessive, especially when consider­
ing the contractor's poor profit performance of prior years 
on the contractor's capital accounts. In addition, after 
applying the loss carryforward of $49,802,000 the return 
on sales is ~educed to one-half of one percent, with 
return on capital and net worth of 0.9% and 5.5%, respect-
ively. 

.. 
The Board's rec-ently adopted Administrative Letter 

75-15 entitled "Segmentation Analysis" requires that the 
contractor be analyzed on a segmented basis. Such an 
analysis discloses that, while profits from some segments 
considered alone may appear high, they are not sufficiently 
high to overcome losses of some $29,000,000 reported in two 
other segments. Segments, again which also have satisfactory 
performance ratings. These are losses which the majority of 
the Board apparently refused to recognize in spite of the 
requirements of the Act providing for aggregate renegotiation 

~ ...... ---~ .... ~. ,,..,.., .. - .... .,.---··• .. ·•-··r..-.... ~-.-- .. ,--..--.....,....-·--
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and in spite of the policy statement of the Renegotiation 
Board· embodied in the Administrative Letter. 

In view of the Office of Accounting's finding that 
the Region's accounting report is acceptable, I concur 
with the Office of Review that the contractor's profits 
are not excessive. Certainly, a contractor with the 
volume of defense business which Lockheed has must be 
very carefully scrutinized by the Board. However, the 
review year has. been before the Western Regional Board 
and the Statutory Board for more than two years. The 
assignment of this contractor to a Division of the Board 
for further study and evaluation only adds to the rapidly 
growing backlog of cases now at the Statutory Board. 

Clearing Lockheed Aircraft Corporation with review 
year profits of 3.3% renegotiable sales in the aggregate 
would leave the contractor at a level considerably lower 
than that at which other major aerospace contractors have 
been recently cleared. It has been the writer's impres­
sion that the Renegotiation Board exists to recover 
excessive profits not to expend its time and efforts on 
cases which show net losses or profits so low as to 
preclude any possible findings of excessive profits. 

~~ ChristQp=ierU. sjer 
Board Member 
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MEMORANDUM TO: Richard E. Rapps 
Secretary to the Board 

FROM 

The minutes of the December 12th Board Meeting were circulated 

by your office. 

Agenda Item No. 10, Lockheed Aircraft Corporation, last para­

. graph, stated: 

"Mr. Holmquist' s motion to assign this case to a 

Division of the Statutory Board was approved. Mr. 

Sylvester dissented. 11 

On December 15th, you circulated a substitution for Item 10, as 

follows: 

"Mr. Holmquist moved to assign this case to a 

Division of the Statutory Board in view of serious 

charges made by one Member of the Board . The 

charges that were made were that Lockheed had been 

shown in non-Board inquiries to be guilty of gross 

negligence and gross inefficiency . The Board 

approved this motion with Mr. Sylvester dissenting. 

Mr. Sylvester's statement of dis sent (Exhibit GG) 

is included as being a full part of these minutes. 11 

.. 
Concerning thi s substitution, I noted on the Coordination Sheet 

under date of December 17th that: 
9 

"Last paragraph Agenda Item No. 10 is inaccurate. 

I stated that ' charges' grew out of Congressional 

investigation which were given widespread publicity ." 

,, I I 
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You have not noted my reference to the inaccuracy in the formal 

substituted minutes. Therefore, I request you make this memorandum 

a part of the minutes of December 12th. 

In the interest of clarification, from the discussion of December 12th, 

clearly the. Board was about to grant Lockheed a clearance for Fiscal Year 

1972. I thereupon related numerous reasons why the case should b e 

assigned to a Division of the Board. Among them I pointed out that the 

Company had been charged in Congressional hearings with gross ineffici­

ency and mismanagement and that the charges had been given widespread 

publicity. 1· stated further that we should examine the case to determine 

if the charges are true and if so, the Board could not give carryforward 

loss credits to the high profits of classes of contracts ranging from 15. 8% 

to 39. 9%. 
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THE RENEGOTIATION BOARD 

April 29, 1976 

TO Goodwin Chase 
Division Chairman 

FROM Norman B. Houston 
Board Member 

SUBJECT: Minutes of Division Meeting - April 28:, 1976 
Lockheed Aircraft Corporation, FYE 1972 

Than~ you for sending me a copy of the Minutes of our 
meeting of April 28, 1976. There are errors, however, ··· 
that I wish to call to your attention. 

At the top of page 3, the Minutes prepared by Mr. Davis 
indicate that other Board Members desired to clear the 
case. This is presumptuous and obviously an erroneous 
conclusion growing out of the discussion preceding the 
Board's action to reassign the case. The Minutes of 
the Board Meeting December 12, 1975, indicate that four 
of the five Board Members voted in favor-of reassigning 
Lockheed. 

Your attention is also called to the fact that at no 
time during the meeting did you relate the chronology 
of events associated with .the use of Mr. Driscoll's 
services. The second and third sentence of the last 
paragraph on page 2 should therefore be eliminated. 

cc: Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 

Holmquist v' 
Mattingly 
Sylvester 
Chick 
Ralph Johnson 
Grenough 
John Davis 

~.<~:~.?>. .. '• 
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April 29, 1976 

MEMORANDUM FOR& Goodwin Chase 

Subject& Comments on Minutes of Division Meeting held on 

April 28, 1976 regarding Lockheed Aircraft 

Corporation -- FYE 12-31-72 

I appreciate receiving the n-Unutes of our April 28th meeting 

on Lockheed Aircraft Corporation. However, I believe there are 

several errors in the minutes which I would like to call to your 

attention. 

On page 2 the second sentence of the second paragraph should 

read: 

11Mr. Mattingly said there should be •••• " rather than 

11Mr. Mattingly said there nrnst be ••••• " 

You did not relate a chronology of events as indicated in the 

final paragraph on page 2 and the first full paragraph on page 3, except 

that you did indicate that the services of lvfr. Driscoll were no longer 

available to you. 
• ... 

ln the final paragraph on page Z which is continued on page 3 

the minute s state tha t other members of the Board desired that 

Lockhee d be cleared. It is inaccurate to s tate that members desired 

to clear the case since only one member voted not to assign the case 

to a division. 

cc:~olrnquist, 
Mr. Houston 

Mr. Sylvester 

Mr. Chick 

Chairman 

Mr. Ralph Johnson 

}.,fr. Grenough 

{signed) r:ex M. Mattingly 
- - ---------

Rex M. Mattingly 

I 
. I 
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ATE 

TO 

FROM 

SUBJECT: 

RBF-37 
4·70 

THE RENEGOTIATION BOARD 

< 

May 4, 1976 

Goodwin Chase 
Board Member 

• • 0 Ul R C H ~ 'tp'.1 I 
Chairman U/' 
Lockheed Aircraft Corporation 

Yursuant to your memorandum of April 28 to Messrs . . 

Mattingly and Houston, and the attached minutes of 

your division meeting with them on the Lockheed case, 

I would like to clarify one poin~. 

Beginning at the bottom of page two of your minutes, 

you state that" ... the possibility of gross inefficiency 

was responsible for bringing about the assignment of the 

case to a division of the Board rather than clearing it 

as the other Board Members desired and the Western 

Regional Board recommended." This is an incorrect state­

ment inasmuch as it was I who said that since such serious 

charges had been made in this case, it should be assigned 

to a division for further review instead of being cleared. 

The vote was four to one in favor of assigning the case 

to a division. To state that all of the Board Members 

other than yourself desired to have the case cleared 

is inaccurate. 

cc: Board Members 
Mr. Grenough 
Mr. Lambert 
Mr. Chick 

INTEROFFICE MEMO 
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April 26, 1976 

MEMORANDUM TO 
Ralph Johnson 
Chairman, Eastern Regional Renegotiation Board 

"(" 

FROM 
. . 

. . 
Goodwin Chaeer.h, ·· 

Board Memef ~ 

This is with reference to our discussion concerning request 
for sta~f support in furtherance of the Lockheed Aircraft Corporation 

fiscal Year 1972 examlnation. 

The Division will be bent!fjted _ by the assistance of Mr. 
Timothy Driscoll of your staff for what appears at this time to be 
approximately 15 working days. You have advised me that Mr. 
Driscoll is available. Thus I would appreciate his reporting to my · 

· Special Assistant, Mr. Davis, at the ea:Jiest possible time. 

\........_,. cc: Board Members 
Mr. Grenough 
Mr. Chick 

·. 
~I ·. ,/ 
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TO 

FROM 

SUBJECT: 

.--

April 29, 1976 

Goodwin Chase 
Board Member 

THE RENEGOTIATION BOARD 

.-. . I ! 
R. C. Holrr.quis t 

Chairman r li)r 
Lockheed Aircraft Corporation 

Pursuant to your memorandum of April 26 to Ralph Johnson regarding 

the possible use of Mr. Driscoll on subject case for approximately 

15 working days, and our conversation yesterday morning regarding 

\ 

this matter , it is important to make clear to everyone involved just how 

we will proceed in helping your Division to expedite this case. I 

am sure that you, as Division Chairman, will agree that this case is 

an extremely important one which deserves the highest priority, and 

which must be pursued in an or2erly manner and with great thoroughness. 

As indicated to you and Mr . Gr enough during our discussion y'esterday, 

I asked Hr . Chick and Mr . Johnson for their thoughts in this rr.atter, 

and based upon this discussion, I believe the Headquarters staff can be 

most helpful to you and your Division if we proceed as follows • 

It would appear that the investigation you plan to c ake primarily in­

vol\•es accounting issues. With this in mind, Mr . Chick plans to present 

for the Division's consideration a draft of a letter to Lockheed 

requesting certain key information . The status of the review at 

present indicates that such a letter could_ be ready the first part 

of next week, and Nr. Chick believes that a full reply could be 

received from Lockheed in 30 days or less. \,'hen this response is 

received, it should indicate where the investigatory work should be . 

done; that is, at one or more Lockheed locations. It would also 

indicate the time that would be required to make the investigation 

and the staffing needed to get the job done. The above, of course, is 

in line with our usual procedure in handling a case of this kind, and 

as I understand it, you have already agreed that this is a good plan 

to follow. 

Regarding your personal choice of Mr. Driscoll to work for a period of 

approximately 15 days in developing the accounting information needed, 

Mr. Johnson advises me that Mr. Driscoll is in the midst of wrapping up 

an iffiportant case (Clark Equipment Company) and he would like him to 

complete this work which will take a few more days . He also plans to 

use Mr. Driscoll on a number of oil cases, but he has agreed that he 

of-37 INTEROFFICE MEMO 
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can work around this for this temporary period. In view of the 
above situation, Mr. Driscoll will be loaned on a temporary basis 

to the Office of Financial Analysis to work full time on this case. 

If for some reason it is imperative that Mr. Driscoll be assigned 

immediately rather than waiting until he can finish up the case he 

is now working on, please discuss this with me and I will see what 
can be done. 

It is also the opinion of Messrs. Grenough, Chick and Johnson as well 

as myself tha t inasmuch as this wa s origi nally a Western r egion case , 

we should take advantage of the experience and background they have 

on the subject and any guidance or help they mi ght provide in carrying 

out the investigation. We suggest, therefore, that your Division keep 
this in mind. 

If you feel that the above would in any way hamper the expeditious 

handling of this case by the Divis ion, please l e t me know. 

cc: Board Members 
Mr. Grenou gh 
Mr. Chick ,,,..--. 

,,,.... Mr. Johns on, ERRB 
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MEMORANDUM TO 

SUBJECT . . 

April 29, 1976 

Rex M. ·Mattingly, Division Member 

Norman B. Houston, Division Member 

Lockheed Aircraft Corporation 

Fiscal Year Ended December 31, 1972 

The attached letter from Mr. Frederick Neuman, Deputy 

Director, Defense Contract Audit Agency, dated April 13, 197 6, 

is with reference to the review of renegotiation filings of the 

Lockheed Aircraft Corporation by DCAA. 

Mr. Neuman said the thrust of Item 2, page 2, was the 

statement of the Lockheed representative (Mr. O'Hara) expressing 

his Company and industry's displeasure with the pending legis­

lation (Minish Bill). Mr. Neuman assured me that his approach 

to review of Lockheed's records was only for the purpose of 

examining and reporting in,formation. 

I am also enclosing a self-explanatory copy of General 

Counsel's memorandum of April 27, 197 6, received in this office 

the afternoon of April 28th . 

Attachments 

cc: Board Members 
Mr. Chick (2) 
Gen Counsel 
Mr. Grenough 

. -~·-· ... - -- . -·- · · -~--.- · ~-~ ·- .. ...... . 

Goodwin Chase 

Division Chairman 
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DEFENSE CONTRACT AUDIT AGENCY 

1H RD'l. Y REFCR TO 

DD 

Honorable Goodwin Chase 
Renegotiation Board 
2000 M St., N.W. 
Washington, D. C. 20446 

Dear Mr: Chase: 

CAMERON STATION 

ALEXANDRIA, VIRGINIA 22314 

13 April 1976 

. • 

Re: Request for Review of Renego­
tiation Filing of Lockheed 
Aircraft Corp. 

~s you know, after reviewing the material in our audit files 
we found it necessary to obtain addit ional information from the con­
tractor, as well as access to its records covering the renegotiable 
year ending 31 December 1972. Pursuant to your 26 March 1976 letter, 
we approached the contractor at four different locations to obtain 
this information (Lockheed Georgia Co. in Marietta, Ga.,; Lockheed 
Shipbuilding and Construction Co. in Seattle, Washington; Lockheed 
Space & Missile Co. in Sunnyvale, California; and Lockheed-California 
Co. in Burbank, California ) and were told that the matter had to be 
referred to the corporata,.,J..e,vel for a po.licy decision. 

On '3i H.a:rch . l976, Lockheed advised that it would not give us 
access to information or discuss RB-1 filings for the year 1972. 
Lockheed considered it "illegal" for us to have any RB-1 reports 
and believed it was outside the current statutes for the Board to 
request audit assistance from DCAA. 

\ 

On 1 April 1976, we arranged for a discussion at the corporate 
office with officials of the compa~y to obtain a complete understanding 
of the reasons for their .denial of access to records and information. 
The following individuals attended this meeting on behalf of the Lock­
heed Aircraft Corp.: 

Thomas J. O'Hara - Corporate Vice President - Contracts & Pricing 
Charles Hardinghaus - Corporate Manager - Gov't Accounting Policy 

During the early part of the discussion it became clear that the 
contractor officials were not placing any great reliance on any legal 
grounds, even though initially they cited various portions of the U.S. 
Code as s upport fgr the alleged impropriety of the current DCAA inter­
face with the Renegotiation Board . Aside from any possible legal 
objections, however, the officials made two additional points: 

. -------- ··------'···· ---- ·- ·· -- ·· · ·· --·--
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DD 
13 April 1976 Honorable Goodwin Chase 

1. The current review placed DCAA in a position that would be considered by industry to be in conflict with the basic DCAA advisory role to DoD procurement in the pricing of contracts. They alleged that DCAA and DoD contracting officers could use currently unavailable profit data in a manner not now contemplated under the existing DCAA aud1t mission. 

2~ Lockheed was espousing an industry position that renego­tiation of profits on a divisional basis or pro~uct-line basis is not equitable and not currently practiced; Lockheed was not prepared to assist in any such undertaking at this time. The officials made several general references to recent Renegotiation Boar4 and congres­sional deliberations on this issue. They further advised that Lockheed was see).<ing several industry association actions to exert all possible influence to defeat legislation that would establish such procedures. The officials also implied that they would oppose the assignment of audit assistance to any department or agency engaged in contract c>.clministration. 

As a result of this meeting we decided to conclude our review with the information already obtained rather than to await the outcome of this issue of Lockheed's denial of access to records. This decision is in keeping with our agreement to furnish you whatever information we can by mid-April 1976. 

In light of the contractor's current attitude we will finalize our interim report to you without the benefit of discussing our corrnnents and observations with the contractor. Accordingly, we cannot be sure that all factual matters pertaining to the issues discussed have bften considered or whether our assumptions are fully supportable. We plan to have a draft report available for discussion with you not later than 16 April 1976. 
' · 

. 

.· ~n u2 ,,,.v' El~~NEUMAN 
Deputy Director 
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DATE 

FROM 

~--~UBJECT: 

THE RENEGOTIATION BOARD 

\ Goodwin Chase 
.)3oard Member 

General Counsel 

Lockheed Aircraft Corporation 
Fiscal Year Ended December 31, 1972 

.• 

At your request this office has reviewed the 
letter dated April 13, 1976 from Frederick Neuman,. 
Deputy Director, Defense Contract Audit Agency (DCAA}, 
concerning their study, at your request, of the rene­
gotiable filing of Lockheed Aircraft Corporation 
{Lockheed} for its fiscal year ended December 31, 1972. 
The letter states that in view of DCAA's inability at 
this time to obtain additional data from Lockheed, it 
proposes to submit its interim report in keeping with 
the Board's time schedule. 

Although DCAA states that it does not believe 
Lockheed was placing "any great reliance" on legal 
g~ounds initially cited as support for its "alleged 
impropriety of the current DCAA interface with the 
Renegotiation Board," you desire a further legal opinion 
on the Board's authority (1) to furnish DCAA with Lock­
heed's RB Form l; and (2) to "request audit assistance 
from DCAA. " 

The Board's authority to furnish copies of RB 
Form l's or other information from the Board's files 
to DCAA or any other procurement or other agency of 
the Government is without question. RBR 1480.lO(a} 
and (b) so provide with respect to "Departments" named 
in the Act when access to such information is necessary 
to further the procurement acti~ities of, or for the 
performance of duties required by the Renegotiation Act 
with respect to, such named "Departments." Further, 

I 

I. 
! 

! 
i 

It , , 

J 



.. 

- 2· -

RBR 1480.lO(c) states that the Board in specific 
instances will afford any agency of the Government 
access·to its records if the Board determines that 
such access is in the best interest .bf the Government. 
Since the inception of the Act, the Board from time to 
time has furnished procurement and other agencies of 
the Government with access to a variety of .information 
from the Board's files as the situation demanded, in­
cluding copies of RB Form l's. As a precautionary 
measure and in order to avoid a possible misuse of the 
information outside the particular Department involved, 
the Board includes a caveat concerning the confidential 
nature of the information contained in the furnished 
document. Such a caveat was included in your letter ·. 
Qated February ·20, 1976 to Mr. B.B. Lynn, Director, DCAA, 
forwarding a copy of the RB Form .1 in question. 

Although we believe that furnishing DCAA with Lock­
heed's RB Form 1 for its fiscal year ended December 31, 
1972 could be construed to be necessary to further DCAA's 
procurement activities, it is clear that it is in the 
Board's interest to supply the filing in seeking to 
obtain supplemental data. The Act does not preclude such 
disclosure. 

With respect to the Board's authority to request 
"audit assistance from DCAA" section 107(c) of the Act 
provides as follows: 

........ - ............ _ .. _ -....... ·~- .. 

* * * The Board may, with the 
consent of the head of the'agency 
of the Government concerned, utilize 
the se~vices of any officers or 
employees of the United States, and 
reimburse such agency for the ser­
vices so utilized. * * * 

.,,t-,., .. -~ .. ·--'f~ 
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Although section l05(e) (2) of the Act provides the" 
Board with the authority to request the IRS, with the 
approval of the Secretary of the Treasury, to provide 
"examinations and audits 11 under the .Renegotiation Act, 
sections 107(c) and {d) of the Act·clearly provide 
that the Board may request and obtain assistance, in­
cluding "audit assistance" from any Government agency, 
including DCAA. 

Furthermore, the Department of Defense has pre­
scribed in ASPR 1-319 the types of renegotiation 
performance reports and other information that will 
be regularly ~urnished to the Board and subsection 
{d) (xvii), in particular, states that "such other infor­
mation as may be particularly requested by the Renego­
.tiation Board II shall be provided. We construe this ASPR 
to authorize the furnishing to the Board of all available 
information necessary for the Board to perform its duties 
and functions, including supplemental audit information 
or other data and the Board has often obtained internal 
pricing, audit and other memoranda. Any available data 
on types of contracts, divisions, or other segments of 
the contractor's business would fit into this category. 

·~ 

Additionally, section 1-205.5 of DCAA's Contract· 
Audit Manual provides that "DCAA auditors will furnish 
copies of DCAA audit reports and will permit Board 
representatives to review audit working papers at DCAA 
audit offices, when written requests are received from 
the Board, for use in renegotiation proceedings." The 
Board regularly obtains copies of DC;AA audits and quite 
often seeks clarifications ·and supplemental data from 
DCAA. 
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_Under the.authority of section· 107(c) and (d) 
of the Act, ASPR 1-319 and section 1-205.5 of the 

·-- ... 

DCAA Contract Audit ~anual, the Board has clear authority 
to obtain "audit assistance" from DG·AA. 

General Counsel 

·' 
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DATE 

TO 

FROM 

SUBJECT: 

l ' 

THE RENEGOTIATION BOARD 

April 30, 1976 

R. C. Holmquist 

C. U. Sylvester 

General Counsel's review dated' April 27, 1976 of 
DCAA letter with respect to Lockheed Aircraft 
Corporation, FY 12/31/72 

Although I don't anticipate that either the Board 
or the Division reviewing the Lockheed case will have 
occasion to further utilize the services of DCAA in 
this case, I do think a word of caution with respect 
to General Counsel's subject review or opinion is in 
order. 

I believe General Counsel misreads the two sub­
sections of Section 107 of our Act and, in fact, failed 
to read all of subsection (d). Subsection (c) entitled 
"Personnel" which General Counsel relies upon in his 
opinion, deals mainly_with the establishment of the 
Board and the logistics of immediately obtaining per­
sonnel. This provision relates to the loan of per­
sonnel subject to reimbursement of their parent agency. 
It does not relate to the retaining of the services 
of an agency as such. 

General Counsel, to support his opinion, cites 
subsection (d) entitled "Delegation of Powers." In 
addition to authorizing the delegation of its powers 
by the Board, except its power to promulgate its 
regulations and its power to grant permissive exemp­
tions, this subsection also contains a limitation on 
those persons or agencies to whom the Board may make 
such a delegation. The limitation reads as follows: 

II • • • But no function, power' or 
duty shall be delegated or redelegated 
to any person pursuant to this sub­
section or subsection (f) unless the 
Board has determined that such person 

/ 
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(other than the Secretary of a 
Department) is responsible-directly 
to the Board or to the person making 
such delegation or redelegation and 
is not engaged on behalf of any 
Department in the making of contracts 
for the rocurement of su lies or 
services, or in the supervision o 
such activity • • • 11 (Emphasis supplied)· 

You will note that the Board is prohibited from 
making such a delegation to any person who is engaged 
on the behalf of any Department in the making of con­
tracts for the procurement of supplies or services, or 
in the supervision of such activity. The Defense 
Contract Audit Agency appears to come within this pro­
hibition. The United States Government Manual 1975/ 
1976 describes the functions of DCAA as follows: 

"DCAA performs all necessary contract 
audit functions for the Department of 
Defense and provides accounting and 
financial advisor services to all 
De ense components responsib e or pro­
curement and contract administration. 
These services are provided in connec­
tion with the negotiation, administra­
tion and settlement of contracts and 
subcontracts. They include evaluating 
the acceptability of costs claimed or 
proposed by contractors and reviewing 
the efficiency and economy of contrac­
tor operations. Other Government 
agencies may request DCAA's services 
under appropriate arrangements." 
(Emphasis supplied) 

I haven't taken the time to go to the source 
document for all of DCAA's authority but I am sure the 
source document would contain a similar description 
of DCAA's functions. This description obviously 
includes the services involved in the making of con­
tracts as well as the supervision of such activities 
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when it provides for the services to-be provided in 
connection with the "negotiation, administration and 
settlement of contracts and subcontracts," and also 
authorizes DCAA to provide accounting and financial 
advisory services to all defense components respon­
sible for such procurement. 

The language of Section 107(d) has remained un­
changed since its inc!lusion in the Renegotiation Act 
of 1951. Senator George, in the Report of the 
Senate Finance Conn:nittee accompanying R.R. 1724, quite 
succinctly explained this provision when he said: 

"The delegation power is limited in 
that no function, power, or duty shall 
be delegated or redelegated to any 
person engaged on behalf of any depart­
ment in the making of contracts for 
procurement of supplies or services 
or engaged in the supervision of such 
activity. 11 

This is the point I believe that Mr. Neuman was 
addressing himself to in his first point on page 2 of 
his letter to Mr. Chase sunn:narizing Lockheed Aircraft 
Corporation's objections to DCAA's audit of their 
records. 

General Counsel very quickly glosses over Section 
105(e)(2) of our Act which authorizes us in the interest 
of economy and the avoidance of duplication of inspection 
and audits to utilize the services of Internal Revenue 
upon approval of the Secretary of the Treasury. It is 
obvious from the section of our Act in which this sec­
tion appears that this is the provision Congress intended 
to be used for the types of services we erroneously 
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sought from DCAA. Although DCAA was not in existence 
at the time this provision was written, our Act has 
been extended many times during the life of DCAA, and 
the Congress thus far has not included DCAA in this 
section. 

cc: Board Members 
Mr. Chick 
General Counsel 
Mr. Grenough 

Christo er U. 
Board Member 
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May 4, 1976 

MEMORANDUM TO Rex M. Mattingly, Division Member 
Norman B. Houston, Division Member 

FROM 

SUBJECT 

Goodwin Chase, Divi·sion Chair~• 

Lockheed Aircraft Corporation . 
Fiscal Year Ended December 31, 1972 

. It is not my purpose here to comment upon the conclusions 
drawn by Mr. Sylvester in his memorandum to the Chairman, dated 
April 30, 1976. 

Mr. Sylvester has however stated .•• "I don't 
anticipate that either the Board or the Division 
reviewing the Lockheed case will have occasion 
to further utilize the services of the DCAA in 
this case . • • 11 

Thls is to advise you that my office and th~ Office of 
Financial Analysis are utilizing the services of the DCAA and 
intend to continue to do so. With the Agency's invaluable assis­
tance and in-put, essential information is being developed useful 
to furthering our examination and analysis of the case. More over, 

. the DCAA is a cost-saving source of information tha~ vv-ould othe n.vise 
burden our already limited operating budget. 

I hope to have your concurrence that the DCAA continue to 
provide information available to them consistent with the be st 
interests of the Board and the renegotiation process . 

cc: Mr. Holmquist ,/ 
Mr. Sylvester 
Mr. Chick 
Mr. Grenough 
General Counsel 

/ /' 
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MEMORANDUM TO 

FROM 

SUBJECT 

May 5, 1976 

Rex M. Mattingly, Division Member 

Norman B. ijouston, Division Member 

Goodwin Chase, Division Ch.airm~n ... tfi. 
· -· ·~W 

Lockheed Aircraft Corporation 

Fiscal Year Ended December 31, 1972 

. The attached DCAA Report is an overview of the Lockheed 

Aircraft Corporation's costs that in the auditor's opinion is sufficiently 

significant to merit an in-depth audit. 

The information represents, for the most part, a composite 

of audits developed by DCM of the Lockheed Corporation's subsidiaries 

and divisions. While much of the information will be highly useful to 

us, ·in some instances the writer has expressed a philosophy of possible 

application to the renegotiation process that is not applicable under 

our existing regulations and the Renegotiation Act. 

cc:. Mr. Holmquist/ 

Mr. Sylvester 
Mr. Chick 
Mr. Lambert 
Mr. Grenough 
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DATE 

TO 

FROM 

.. THE RENEGOTIATION BOARD 

May 5 1 1976 

Goodwin Chase 
Board Member./( 

R. ~· HolnJ·Oi{ff 
Chairman 'Q)1 

-SUBJZCT: Your Memorandum of May 3, 1976 re 
Lockheed Aircraft Corporation 
FYE 1972 

In reading your memorandum of May 3, I find several state­
ments which appear to be inaccurate and/or misleading, and 

· I wouid like to comment on them as follows. 

You ~eem to feel that your authority as Division Chairman 
has been abrogated .. I do not understand how _you can arrive 
at such a conclusion since my memorandum of April 29 to you 
indicates clearly that Mr. Driscoll is available to work on 
the Lockheed case, and his availability has not been rescinded. 
However, as I have indicated to you, it is my judgment, as 
well as that of Messrs. Grenough, Chick and Johnson, that we 
should proceed on this important case in an orderly manner 
as outlined in this same memorandum. I stated further that 
if it is imperative for Mr. Driscoll to be assigned immediately 
instead of waiting fo~ him to finish the case he is now.working 
on, I would see what could be done. · 

Your statement, 11 That the oversight responsibility of the · 
Division Chairman is being stifled by procedural limitation 
not heretofore practiced by the Board '' is questionable . There 
is no intention, nor to my knowledge has there been any effort 
on the part of anyone, to stifle a thorough and expeditious 
review of the Lci8kheed case. As to a change in practice of 
how cases are handled, I perceive no significant difference 
between the way this case ·is being processed arid other cases, 
except perhaps for the fact that you have sought the assistance 
of the Defense Contract Audit Agency in the investigation. 

I take exception to your statement about your ''insistence that 
the Board review the Regional Board recon@endation ... ". As 
I pointed out in my separate response to the minutes of your 
divisional meeting on April 2U, it was at my insistence, 

RBf-·37 INTEROFF ICE MEMO 
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as Chairman of the Board, that ·this case was assigned to 
a division. Please refer to the Board minutes of 
December 12, 1975. 

You state that your efforts are meeting with increasing 
resistance from Board Members and the Director of Operations. 
This is a serious charge. I am not aware of such resistance, 
and since it is my responsibility as Chairman to stop any 
such resistance immediately, I would like to have the 
particulars on this accusation so that I can take appro­
priate action. 

Your -reference as to how Mr. Driscoll became involved in 
working on the case is somewhat cloudy to me, particularly 
with regard to the sequence of events. For instance, it is 
my understanding that you and/or Mr. Davis approached Mr. 
Driscoll about working on the case without first informing 
either Hr. Kandt, Mr.. Johnson or Mr. Grenough, all of whom 
are in supervisory positions over Mr. Driscoll. In any 
event, Mr. Johnson did make Mr. Driscoll available. Mr. 
Driscoll is still available, as indicated in my memorandum 
of April 29, and I only asked that, if possible, his 
working on the Lockheed case be delayed until he finishes 
up the case he is now working on. 

I am somewhat confused by your stateme nt that you have 
concluded that the case and its involvements are beyond 
the time-frame capability 6f your staff. This case, like 
all other cases ·, ·will require the assistance o~ . · the Office 
of Fi.nancial Analysis in the development of the case, and 
Mr. Chick is fully aware of this. He will give you all 
the help necessary in reviewing this case . , 

Your memorandum states that I suggested the Board should 
use the Western Regional Board to fulfill the audit require­
ments in the development of the Lockheed case. This is a mis­
statement, and I want to co~rect it. What I said was.that 
since the Hestern Regional Board had already completed its 
work on this case, the experience and background they have 
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developed in connection •'with it could be helpful in the 
-investigation now being made by _your division. In this 
connection, you referred to the Western Regional Board's 

"-91"2"ing oversight of critical data disclosed in your 
review 0~ the RB-1 and case file. I think that you ought 
to wait until all of the facts are in before drawing ~uch 
conclusions. It seems premature to indict the Western 
Regional .Board with this kind of criticism. 

You go on further to refer to "obviou~ information" your 
office and the Office of Financial Planning has developed. 
I presume you mean the Office of Financial Analysis. ' At 
this point that Office is in the midst of its review of 
this case and has made no report, nor, as far as I know, 
drawn any conclusions. So again, I think you are a bit 
prem~ture with such statements. 

You also ref er in your memorandum to your visit to the 
. Los Angeles o f fice where a ccording to you two officials 
said tha t their work was being dire cte d by the Statutory 
Board and their ind~pendent judgment on the method and 
depth of analysis was not being considered. This is a 
serious charge, and I would like to have further d e tails 
as to when this took pla ce and who the offici~ls we re. 
As you know, the Statutory Boa rd doe s not inte r fere with 
the · inde p e nde nt judgme nt of the Re gional Boa rds . 

I hope this· memorandum will be helpful in clarifying the 
~ecord. Meanwhile, I trust this case is moving ahead as 
quickly as possible under the arrangeme nts outline d in 
my memorandum of the 29th. 

cc: Board Me mbe r .s 
Mr. Grcnough 
Mr. Chic k 
Mr. John s on, ERRB 
Mr. Broselow, WRl~B " 
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May 6, 1976 

MEMORANDUM TO : R. C. Holmquist, Chairman 

FROM Goodwin Chase, Board Mernbe&1:p:/1 

SUBJECT Your Memorandum of May 5, 1976 re 

Lockheed Aircraft Corporation 

Fiscal Year Ended December 31, 197 2 

Your memorandum of May 5 is distressing and leaves me no 

responsible alternative but to restate the facts as I related them to 

you yesterday morning. 

(Your Memorandum, Paragraph 2) 

My authority as a Board Member and Division Chairman has 

been abrogated. After having gone through channels , Mr. Driscoll 

performed services for my office and the Office of Financial Analysis 

until suddenly on April 26, without my knowledge, he was ordered 

by the Director of Operations to return to the Eastern Region. Your 

later memora ndum of April 29th was written after the fact and I had 

brought the matter to your attention. 

(Your Memorandum, Paragraph 3) 

My oversight responsibility as Division Chairman has been 

stifled. Among other occurrences, Mr. Sylvester's legal memorandum 

of April 30th challenging authority to call upon the Defense Contract 

Audit Agency, together with the Director of Operations withdrawing 

Mr. Driscoll, stifled my efforts. I did not seek the assistance of 

the DCAA. Mr. Don Grenough, then Director of the Office of Accountl.ng, 

properly initiated the original inquiries and I made appropriate addi- . 

tional requests thereafter. 

(Your Memorandum, Paragraph 4) 

Indeed, you should refer to the Board Minutes of December 12, 

1975, where in it is state d: 

11 Mr. Holmquist moved to assign this case to a 

Division of the statutory Board in view of serious 

charges made by one Me mber of the Board . 11 

' ; 

" 'I 
{) 



C_/ 

But for my insistence, the case would have been cleared. 

(Your Memorandum, Paragraph 5) 

Refer to Paragraph 3 above. 

(Your Memorandum, Paragraph 6) 

I am the source of your "understanding." I related to you 

on two occasions that Mr. Davis, at my request, casually inquired 

of Mr. Driscoll how his workload was coming, and Mr. Driscoll 

said he was finalizing a case which would catch him up, or something 

to that effect. Learning of that, I then went through channels. 

(Your Memorandum, Paragraph 7) 

As I told you yesterday morning and related in my memorandum, 

the time frame capability problem of my staff refers to the 2, 000 pages 

of documents pertaining to gross inefficiency, thus the need for Mr. 

Driscoll. 

(Your Memorandum, Paragraph 8) 

In our meeting on April 28th, you stated that we should use the 

Western Regional Board for our audit because we are having budgetary 

problems and that the $3, 000 I requested for the audit may not be 

available. I insisted that it would not be appropriate for the Western 

Region to be in control of the audit after it had recommended a clearance. 

I have expressed approval of the Region assisting us. 

With reference to the glaring oversight of critical data disclosed, 

the fact is I have that.information and will be pleased to discuss it with 

you at any time you wish. 

(Your Memorandum, Paragraph 9) 

The fact is, the Office of Financial Analysis has made a pre­

liminary report to me of the information it has developed and on April 28th, 

I reported that information to the Divis ion. 

- 2 .-
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(Your Memorandum, Paragraph 1 O) 

I stand firmly behind my statement regarding advice given me 

by officials of the Western Regional Board. The fact is, the Statutory 

Board did direct the affairs of the Region and judging by the Lockheed 

Aircraft Corporation recommended clearance, I suspect it may still be 

doing so. The two people who advised me gave me concrete evidence 

of the interference. Should I disclose names, their positions would 

be jeopardized. 

(Your Memorandum, Paragraph 11) 

I agree that your memoranda and discussions with me indicate 

that you are injecting yourself into the Lockheed case, of which I am 

the Division Chairman. 

cc: Board Members 
Mr. Grenough 
Mr. Chick 
Mr. Johnson, ERRB 
Mr. Broselow, WRRB 
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DATE 

-TO 

FROM 

.. SUBJECT: 

_......_ ____ · .. .. . - .. ----- . . ·-·-... . ·-· ·-- : ... 

THE RENEGOTIATION BOARD 

July 7, 1976 

J. S. Lieberman, Jr., Acting Director 
Office of Financial Analysis 

H. M. Chick, Director 
General Counsel 

Lockheed Shipbuilding & Construction Co. 
FYE: 12/31/72 

.. . •, 

..i~·-- · · · -· '-" 

I think it is important that I bring you up-to-date on 
developments on the Lockheed case as of yesterday morning when 
I was still Director of the office. 

I took Bob Moreland, Jack .O'Connor, Tim Driscoll and Henry 
Miller to Mr. Chase's office in the morning for essentially a 
brief rundown by Jack and Tim of their activities for the past 
we~k and a half in connection with Lockheed and their trip to 
Seattle. The reports of both J ack and Tim were concerned with 
the Technical Analysis Reports (TAR) of the Navy with respect 
to the claims fi l ed by Lockheed Shipbuilding with respect to 
the contracts completed in this year, and information from the 
Navy and the FBI concerning the same thing. 

Jack O'Connor and Tim Driscoll indicated that it would take 
them from one to two weeks to produce a report on the investi­
gations conducted in Seattle, therefore it was concluded that we 
must await this report and Lockheed's response to our accounting 
letter of May 13, 1976 and an analysis thereof before we could 
decide on the next course of action. 
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Jack Anderson and Les Whitten ...... 

. . !l«~i ~!ng .· toC~l~~~~r:,·~:.·:·':. f. 
. .· . The incredible Lockheed Aircraft "DCAA did attempt to pursue such 
~ _, · Corp., plagued w1th mismanagement, , audi.t activities 1ri two or our divisions," 
~- . on the brink of bankruptcy, under fire reported Thomas J. O'Hara, a corporate 
~ for bribery, had the temerity recently vice president, in. an April 1 memo, 
f . ', tO chase federal auditors from its door;\ "but I refused to grant them·accessJ' -'. 
f ~:/ :nie industrial colo5su_s is dependent" ' He contended tb.at the,Reneg.otiation 
• : ~upon the Pentagon for a whopping $2 Board should-be conducting the audit, · 1 

· _billion worth of business a year. The · declaring . militantly: · "The industry · · · · · 
I- cqrr9t~~}11ap_:i._gers brou~ht the· com- must line up its argume~.t ~to :W~Y the.· :; 
~ - . pa~y to such. a. s.tate . th~t the gov er~- . DCAA's role .in ren~gotiation IS ill-a~-; f • 
. ·_ ment had to bail it out with a $200 mil- vised, illegal and/or improper." ... · - ~ ' I 

i .: : lion f,ederal loan guarantee. It devel- · .. The- documents reveal why defense· 1· . . 1 

' -:-:·.· oped_ •. mea .. nwhile, that the firm had di-" contractors. wouid rather deal with the - . ·:.! 
':' _verte~. in~lions to ' 9ribe)oreign om:~ . ~Renegotiation Bbard: In the· LOckheed~ . . _. i 

~ \.:~ial~:- ~ ~ ~ ( : '. ;' ~ ~~:-ir:./ t;;/ .. ".,_~ ~ :case, the)oard~ was ,about to ' ~pprove : , . I 
~·\: Yet company officials, according 'to a.· the company's figures without question , ~ - ··'j 

. : Lockheed memo intended for corpo- " until one nervous member, Goodwin · 1·- ·. "; 

. ~; ... fa_le-~Y:CS-:'?illy, ref~sed _ _!o grarit_govei;-n~ , . Chase, raised obje~ctio~s~ ~-If; ym1.t~d t~; . ., > j 
• ; ·ment auditors access to•the books. The • DCAA to check the hooks. ; -- ·.- ' · 1 .· •• · . • _; ... ..,: ..... ' . . -. . ' ' . . . -: : -- . . . . ~ . ·- - .. . " 
t<~ auditors '. .were tryillg : to ·. determine :.:,::;.The request brought i,mmediat.;' pro- , ·;: __ · 
(/ ''_whether L6ckbeed had taken unv1ar· tes~ from board m~mber Chris~opher . .. 
~(ra,nt,~d and excessive profits on.a num·,· Sylvester, whose pro-industry bi~s had' 
(-' : ber-0f Pentagon contrac.ts, which is for· . been unshaken by Lockheed's misfeas- · ! 
~) l b!d~e~bylaw. · . - , · ; .~{/)~>. -~', ;-' ance. '.'TI1~ <:?nt5actor m~t. be cons~ . 

• ; ; 1 Despite limited access to Lockheed's dered . as a_ satisfac~ory p~rfo_rme:, 
. '3'.>books, examiners for the Defense Con· .·argued Sylvester . with quixotic log­
. -' 'tract Audit Agency (DCAA).discovered ic."Were _it otherwise, Lockheed would 
f . that t?~ corporation' may_·haye taken .. not be _the na~_o:i~:~argest defense co_~ 1 · 
; · $83 m1lhon too much profit during fi.s- .. . t~actor !Oday. ..._ · : :, ... ,..,.~ .. ., ... : · -... " ,. ~; · ·, 

- ~ :: .. cal 1972. , , . : ; , ... _ -:--< ... · ... ,_. ·· _ L ' Ne,v~rtheless •. ._the DCAA ~_examiners . ·· 

'. . :.<, The DCAA a·uditors fo~nd:f~r ~~ain-·. _were br~ugh~ ~ It _.d!ct:1't ~ke ." them . ~ ; . 
; ,! , pl~,-ih~t LOckheed improperly charged - .long to._d1scover $83 rrull10_n 1.11. misused . ~ :: · ,; 

... ;.1t!1e government $30.6 million _for con-; . ~,oneY, that t~~ Re~:.g~t~ati~~: -~~~r~) : <~ 
; tributlons . advertisements I • sales• \ was abo~t to overJoo,.._ J ··;",- i ' .·•· · . ·".. '.J; , ~ .• ' 'j 

-/ }notions a;d entertainment 'DcAA ~~~- 1

• Meanwhile, Rep. ~ose~h G: M:in~h (D.. ~ · · i 
· : 1iincnts alSCI <;ontend that the ·firm' _N.JJ has pusµ ed leglslati~n thr_ougn the ~ , , ' ; 
·.:·: :chargedUnclcSam "alm.ost '$2 million·~ :,:, House. that would gi~e . the . DCAA a: .. ·:·.:.; 
; :~or questionable "overhead costs." '·.,~.' · _ larg~r role in ~xamirung t?e. b??ks of , 
/':·\.· · · , •. • --. . -<· • : · ·;" ' .. ·'·f>· · ·-.. defensecontractors. '.fhe-b1ll_l.501tterly ) 
::,~i~:ormally th~ . ~e~eg_otia~1?n Board, ~pposed by ~ckheed, as an inte-rnal '· . :'~ 
• . ,·, ~ .th,e, DCAA, pol!ces m1lltary ~on• ;-memorandum makes clear. ;·. \ ,- ' ·· ~ ~ .... · · ' 
, ;-.. ~~c~ .• ~he. board _iS f. to~thls.s~ _t_1ger . . "It has passed the House and is ho·pe-; : . · ' 
·.\.:.· ~at; .mo~c ,of~en th~. not; accep~ ~hct ·~ri:iily ~st.J.lled In the Senate ~ •· ." states' · .1 - ~ 
": ·.~o!~t;~ctors . f1 g_urr.s. )Vi~h9u_t .~?~~~n_ng~ .th~ .memo.-."Junc 30-Is ,the drop dead · · '\ 

·;.~;;~?.~'ff!J:i.'.'\h.c·~· ~ ';- • \ , ": ,: .<:• ·; ~ ''.: :.~ ;-~at~~ .··.<·.">· .:;:..~--;'"~~(-;,•;/;;;:::) ; 1 ;~~- ' ; ~ ~ l 
-:·~,, ;·.\ LOckhc.~~ ~ .b? oks had aroused such ... :'·. But the hill did11't . quite, expire on . J 

~ .:~)?-O~rl~t~ • . howcv;r. · t~at. .U_1~ ; boa~ . · _Ju~e SO, _no thanks ·to Senate Finance 1 • ·\ ~ 
1'· !.a.5ked, ~J:ie DCAA ~or help~. 'flus nppar'. < Chairman 'Hussell Ui;ig (J)..La.) who h;· . · ~ .. , ; l 

h, :~tly .~1J?S9~-~~r-.,\o!·r~r~ te .. ~r~~-s. ·· _. · ·->.) :. ;t.ct ~t i:;~ther fobwe.~~ i~ l~~ ~opi~lt~c '.· .i ~ .~.: ) 
~ :;__,..., sn_ , ~·:_~< .. ; l 

C :, - ,J -~W-.Winr t '13J~ffll"P'?WFM •mAmVD"Sff~"""" .. J 

q 'I 

... 
-~ 

. ' '.',, ·~ -; . : . ' '· .. •' ~ ~· . ·1111 



.. 

I 
(' 

i 
.. . 

• • 

J~ly 12, 1976 

MEMORANDUM TO DIVISION MEMBERS: Rex_ M. Mattingly 
Norman B. Houston 

SUBJECT: Lockheed Aircraft Corporation 
Fiscal Year Ended December 31, 19 7 2 

Attached is a copy of Mr. Thomas J. O'Hara ' s letter of 
April 1, 1976 to Mr. J. M. Turner, Assistant Director, Aerospace 
Procurement Service, Aerospace Industries Association of America, 
Inc., which I discussed last week with :the Chairman and brought 
to your attention this morning in Executive Session • 

.. _. For your information , I have assurance from Mr . . Frederick 
Neuman, Deputy Director, Defense Contract Audit Agency, that 
neither he nor his assistant discussed with Mr. 0' Hara or anyone 
at the Lockheed Corporation that "The Board has had several dis­
cussions with DCAA and has made available to DCA..l'.\ several 
renegotiation filings of major defense contractors, for its review 
and analysis," and furthe r that I " .•• brought the matter to the 
personal attention of the members of the Renegotiation Board and 
obtained legal clearance from his General Counsel that such request . 
was proper under the provisions of current legislation." 

Mr. Neuman stated that his conference with Mr. O'Hara was 
in the presence of his assistant and another Lockheed executive . He 
further stated that until my telephone conversation, he did not know 
I had discussed the matter with the Board or had a legal opinion. 

Attachment / 

cc: Mr. Holmquist 
Mr. Sylvester 

,,)(-( 
~Irr_,~;.\ 

Goodwin Chas e 
Board Member 
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\ April 1, 1976 

~r. ·J. M. ~~rner 
s.~. D:i.r.Jctor Acrof.pn.cc Procurement 
Hcrvic·e 

:\ c).'o:>i-1c.cc Indu~:tries Association 
of J\:r1crica, Inc. 

J..72~ De f.:.i.:es Street, 1~. W. · 
_}·ln.r.:h:ington, DC 20036 

..J)ear Eiff: 

.. 

. . . 

S~l.bj<?ct :· ·DCAA Role of J\udi t Function for He:neGotiation Board 

. . 

~ ·. 
:fttfaiched for your information is the. text of a recent _letter (proba:)~:Jr mid-March) 
::::.--ro:n Gooch;5_n Chase of U;e Rcnct;otiatio;1 Board to Bernie Lynn, DCAA, requesting i.:bc 
:::a~:::i~tn_n(!e of DC:AA in n.uditir.8 Loc}:l1ced 1 s renegot:i.able filinG fer FY/1972. DCAf! • 
.::::lirl atte:i:!pt to pursue such audit a~ti vi tics in t.rn of Dill' di visiol~s but. I re:n1~ea I 
~o o·c.nt them 8.CCCSS. '.l'hi~ uftcrnoor1 I had an informal discussion in my of:::ic~ 
-:-:-i-lJi Fred Heuman of DCM, end believe the conversation l:ill be of intc:cc::.st to you. · 

.·~ ;,;.:u.;;;:;.:;.:1 · t:-:.0 f c;_.: t ·tr15."t. -til.;; C0mp-'~:c0ll.::;:c Gc:~-,~:i.· ci_ iic..d i 5 2.ut-0:l -'c--,;0 i.'t:}.:n~i:"t.3 l.r-.;:-, ~-:, y.;.;u.· 1 
_.:, . ;_:;hLing {l.llet;cd e eficicnc:i.cs in the P.er.e00Un.tion Boc.Yd Is he..ndl:i.r.g (.)~ :i.ts . J 
-=ic.: tics. Several :rccornT!~cnd?.tions W8re r.iade "by GAO to i1;-:prove tl1e noai·U.' s o:pc!'n- ._: 
-tion0, ir.clucli110, inter alia, a reco::::;;:::r:dc:.tion tha.t the Boci·d perforn r:-.ore· rktr.~.l~~l · '.<t~ 

--::..ua:i.t of ·::ontrn.ctors 1 filings and utilize the sc:rviccs of tne IHS. ar:.d D0P.J.. in tl·;<..>.C_-
:::c~u.rd. ~'he BQ9-"(d _hc.0 h ad ~evcraJ. di0cussions with DCAA and has r~ad.c o.-vail2bJ.e to ! 
.:DC!d .. scvcre..l rer:egotia.t"io11i'iTings~oFr;;jor-cfe1'Cl1se~cont:racto1:s, for it~ rcvic:\7 ~ 
E.rd imn.lysis. When 1-t:-. ncu:::rLn infor;l}:::d Mr. Che.sc that DC.f\J\ would rw .. ve to vid. t a ·. 
::01~tractor 1 s p1811t and ins1)cct. records at that plant before it could m::i.1:<:: vii.l:i.d 
::0:1"!!::ents on a. filed repcrt, Hr. l!eu .. -:l?J1 rcqucs tcd tha.t Hr. Chose se11d a for::18l 
_;-r:i ttcn request to DCAA to inspect ::;uch records for t~1C stated :r)l.irpo:::.e . · }1cfc-r.c 
u·nn~m::.. tting t11e id:.tacbed text to DCA/>.' gr. Ch'.:SC St.::r_.>_:pci:::.c~n_y or_?~!ch:'~_th~_JT:f.:t~e~_jg __ 
1,,lie pcrcc:1hl r .. t·t.ention of the members of the Rc11c5oti8.tion i1o<;.rd q..r._4 __ cili_tnilli:!.d.._leg..c...L 
:: le <:.l' r..!l cc fr 011 11 is G c Der n.l coi.1n-s-eltY1id·:-:~~~-11·1:cQ

0

ll c]>-t .,.,;a~~;:-=-~~1~l.~r:._ thE_ __ I'F. ~=-~ 
.-:L0:i.onr. o-f cm·rcnt-TC"g-GYa:L.{oi1:---

de i\n~thc:r. u:i.scu::>scd -t.he fe.ct t!l::.t unc!er the rroposecl l cgi:>J.o.t.ion in th8 Mir:.tsh 
..!5iJ.l (l:hich h'."!.s pr,ssecl t~1c }icu~c n.nd i0, hoTlCfu.lly, r-.la . .lled in the Se:r:rd .. c ) tC'.JJ, ·,·:ill 
L12 r.1~cc:i.ficu.lly o:::ckr~d to ossumc n g1·e ~tcr role in o.ssir.tinc the He:nce,otiation 

...:..: ~::~~.':.! i;1 C.'Jdi t C4 .. ct2.vlti\:.s. I . i~~.~_l1·? 1''; (1 t11r;.1: ~·:!'. t!CL..:?~~~;'! ,,; ·~:!l~ 1i1:~ to r;.t.'.lS~ t.}:(' 
~x.tc~·it of r1 n.-:-1:~0u:cs involved . i~! :;~u~l1 nn c;·:c"!:cise :i.n order t"ho.t DCA.l\ P.l'J.Y te in n 
D0s.i.U.0:1 -Lo request tl1c 8l):rroprintc r.C.ditiontl p~n;on~:cJ. if t.llc l·:in:i 1>!1 Bill :;ho'...11<.! 
')C' CO:llC lnw. 
~ 

.... ~Kr. lfou:;H~) queried F.IC HS to ,.,.}Jy I l1ed 11 clia~c cl 11 }'; :~~ m.~di ti:.'r:.> m:~.y, I cxpln.~ ~)e d. 
thou3ht thci1· n.cU.v.i t:i cs in t11e.t l·cec.rcl llcre :i.1cpror0e:1·, un ~icr 1:-iy cor.q::p'..:. of 

L 0 0 I: r C' L 0 c K II r t: I> r 0 /\ l r. A (,J : · 1: 5 II I {' ... 
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. r.'J •• ~.'l'.l · 11c1· 

April l, J.'fto . 

) ) 

7 lut:ton llC t:tv:i. tic~; .choulcl be conducted. I cxplClil~C:d that rcnecotintion 

. .nc:c c.n cxcc;,r.; ))rofi t tox c1.ncl :; l10~1l cl uc 1l:lndlct1 Jj 1~c any otl~cr cor1iorntc 

~ :.::l.fGr ; th!d .. J;Cf\/\ involve1: 1r~n t :ln ta1ch runct:i.011 p:ro·dcJcd n "o·r..vc potcnt:i.t1.l for 

~ 11 cincc tlicy \:o~ld be c ontbc Linp, othr:r nuditD in the c;r.:nc tiracfr:unc rclnt:i ng 

) ~t:; inc:urrc:d under incen t:ivc con'Lructs nncl with rc~;pcct to o.llowi~blc: co:;tc for 

:rcriou. I told hitl I co!):;j dcrccl it :l:npr.udcnt on DC/\A 's pri.rt to ncccclc to the 

:!:-; '(; of J!.r. Ch<::.s~. I told ldm thnt tl1e rcqnc:~t of the Bocnl sccrnctl inconsistent 

the li tcra.l 1on;~u.ge of the cxisti;-iG Hcnccot:i. ntion Act , as ·l1cll ns the; c;ds.tinc; 

r: t~ Rcgulnt:i.on~ of the :Don:~·cl , to suy not h:i.llG of the fact that since pc.ssagc o!' 

1n:cse:nt lcG:~slt:.tion in 1951 the DC./\/\ 110.s ncve:1· been involved in conncc.t:~on with 

i>.u.dit of :r.cnr.:!gotie.ble f:i.l ings. 'l'he DCAA presently complnins .it i:> ovcrburclcncd 

is qui tc <liJ.[~"wry in fulfilJ.inr~ its m:iin funct:i on of uGs:i.st:i.ng DoD Co~1t:·r~;;ti~~G 

_ ccr, etc. -- to blindly take on thi s udd.ed 'sic;nifico.nt f\.l.nction could on.ly 

...itc further ~ts co:pabili ty to perform its mo.in function . 

discus:;ion 1~ras frank and without rancor . Nci thcr Hr . Newnan nor I disputed the 

its of ci ther side -- we just stated the facts us we knew them ru1d the opj n:i.ons 

.tmd with respect thereto. We parted on u most friendly note with J.11·. NcurJan 

~ecine to brinG the matter to the attention of l·ir. Lynn ar1d Mr. Chase pro;r,:ptly . 

-:-~c1 sug:-:;est that Industry must line up its argument as to wby tbc DCAA ' s role 

\:c;otiation is. ill-c.dvir.;cd , illeGal nnd/or i mproper . You '\·lill note further 

.... ..,,.;/1se ' s letter refers to analysis of the 11 sales , cost and y;rofi t <late. of the 

i /J ,.. -~~C.~ ~- 1 ~ ... 3l'ic.~;.~. l'C!~CS!)~.:.i . ~~1. ~ p~~~}~.~~t. 1 i ~.1~ ~. " ~~~if. j C ~!)~~-~~ . f.t.!':!~~~ ~ .. :~ . t.h t.h~ p-r~-

1t le.ct Fall of the neueGotiation Board that it henccfo:rth ~:ould analyze 

....J....,.__,..., on such a basis des:pi te the explicit lru~f>'Unge in the present Statute . 

. 

. ------

• Heuman did state tl1at LoclJ1eed wns the only· c ompany that DCAA had o.ttcmpted to 

.2.i t for the nencc;otie.tion Bonrd . Whetber they will now try i t out on some other 

~:.llJ.)ffi1Y or persist in their efforts to audit us is undecided . 

·m n.tt.achinG a leGo.l observation from my mos t capable attorney, Maury Pura.dis, 

~at uclv2.nces ::;om~ co~cnt e.
reu~1eYits . Others should c onsider what i\ff t her oxgu1;1cnt s 

-:::iclustry can o.dva ... 11ce . Moreover , -.. ;e must not be u rn:ri.ndf\i.l of the uudi t 12..nguage in 

~c Minich Bill if it should surface in tbc fut-u:r e (I think June 30 i _s the cl.rop-

_ead <late ) • 

7r'j· . 
/\ ( . " 111::!nts 

,.( t. K. Cook 
I 

_/,J, C. Fo~nrt.y 

;f • J.'rCC!Ofl l) 

)) • A , W J)(~1· t . . 

M , L • l"c.l.' ll<l :i f; 

V. r. Knutze 

V. N. Mtwafi 

N. L. Hobert 

N • J... Smith 
G • G • HM ppl 

cTO':l/H.T/CBl l 

···"·-·--·~ . .,.. ........ _ -·~-..... ~ --........ -1 

Sincerely, .-

~----/ 0~ 

\ 
\ 

Vice P-.1.·e::.;icl9nt 

. Contracts a.'1ci Pricing 

Thomas J . O 1 JI £1..r o. 
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ntE RENEGOTIATION BOARD 

REPORT OF: · CR] Telephone Cooversation 0 Personal Interview 0 COnference 

{fil Headquarters 0 ReQional Board 

Wednesday, Iuly 14, 1976 - 8:45 a.m. 
(Dote GAtl Time) 

Lockheed Aircraft Corporation 
(Conrroctor•a NOMe) 

(Contractor'• Addrua) 

(Conoaclot'' • Tel. Na.) 

FYE December 31 , 1972 
(F/YIE) 

Frederick Neuman, · Deputy Director, DCAA 
NAME OF ALL PERSONS CONFERRING: Goodwin C?ase, Board Member 

REPORT OF DISCUSSION: 
. . . 

Mr. Frederick Neuman, Deputy Director, DCAA, advised me by 

telephone this morning that my request for his auditors to return to 

Lockheed, should the contractor consent, has been denied. _ 

Mr. Neuman advised the request was taken up with Assistant 

Secretary of Defense Mcclary. · 

Referring to the Jack Anderson column of July 9th, Neuman said 

the decision was based on the desire that the DCAA should "lay low." · 

·-. 
Mr. Neuman assured me that in the event any representative of 

the Board makes a Lockheed plant visit, their resident auditors will be 

pleased to cooperate in any way they can, but such cooperation would 

be limited to information already developed. 

Mr. Neuman considered my request that DCAA re-enter Lockheed 

as "informal" and indicated h e would appreciate our not considering it -

·a formal request. 

I hastened to thank Mr. Neuman for the contribution he and DCAA 

have made for the Board and assured him tha::.:Jl.st was indeed 

Informal. ~ t 

Interviewer(s) 

(Use other side or seJXJrote blank sheet for additional space if needed) 

Fonn RB 68 
4-f,7 (aver} 

Goodwin Chase 
Board Member 
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cc: Board Members, Office of Financial Analysis, General Counsel, H. Miller, 
J. O'Connor, T. Driscoll, Central Files . . . . . /._ .. .. ... ._ .... ... ''" .- . 
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