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[ Proposed Legislation tO Require the Enactrent cf Special
Legislation to Continue Funding Any Major Acquisiticn Whenever
Custs or Estimated Costs Increase by 50 Ferceut or More].
P3AD~77-1c0; B-107034, Septumber 14, 1577. 3 Efe.

R=pecrt to Sen. Abrahanm Ribicoff, Chairman, Senate Committse on
Governmental Afrairs; by Robert F. Keller, LCeputy Ccmptrcller
Geheral.

Issu¢ Area:; Federal Procurement of Gccds and Services (1300).

Ccatact: Procurement and Fystems Acquisition Div.

Budget Punction: General Government: Cther General Government
(80¢) .

Ccngressional Relevance: Senate Ccmmittee cn Governmental
Affairs.

dutherity: 5. 1312 (95th Cong.). OMB Circular A-109.

Propcsed legislaticn (S. 1313) would require the
cemptrcller General to determine twice a year the cost grewin
statlstlcs on all major wilitary and civil acquisitions and to
report to the Congress and the head of the departmsnt cr agency
concerned when Le determines that the actual ccst oI estimated
pre.ected cost of sSuch acquisitions have resulted or will resuit
in a cost growth or 504 cr more, excluding inflatior. Ugon
receipt of such report, no additional runds could be cobligated
or expended with respect to tne acquisition unless authcrizing
legislation were enacted oy the Ccngress. PindingsysConclusions:
The data gathering and reporting requirements are wxeécutive
agency responsibilities. Since departments and agencies shculd
be ccmp.ling cost data cn major acquisitiors, it wouid rlace
little aaditional bura>n on them to report to the Ccngress when
such data shows that costs or estirates have increased by 5C% or
@CIv. Recommenaations: The proposed legislaticn shculd reyuire
taat <2ach departmeat and agency estarlish the laseline ccst and
tué current estimated ccsts for each majcr acquisition, identify
the amcunt o cost growth attributable to infleticn, and
tormally nctify the Congress when a ccst growth ot 5C% has bean
attained ¢r is anticipated on each majcr acquisition. Por the
purgposes of this pill, baseline estimates shiruld ke defined as
tnosc wiuich are based on reesonably firm desigrs and which are
tus SUPLOIt ror requests to the Congress for tctal rnrcject
autncrazations. (SC)
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The Honorable Abraham Ribicoff
Chairman, Commit:ee on Governmental Affairs
United States Senate

Dear tr. Chaiman:

This is in reply to your request for our views and recommendations
regarding the provisions of S. 1312 which would regquire the enactiernt
of special legislation to continue funding any major acquisition whan-
ever costs or estimated costs increase by 50 percent or more. The bill
requires the Comptroller General twice a year to determine the cost
growth statistics on ali major military and civil acquisitions and to
report to the Congress and the head of the department or agency concernad
when he determines that the actual cost or estimatesd projected cost of
such acquisitions have resulted or will result in a cost growth of 50
per centum, excluding inflation. Upcn receint of the Comptroller Goneral's
report no additional vunds may be obligated or expended with respect to
such an acquisition unless authorizing legislation is enacted by tha

Congress.

It is our view that the data gathering and reporting requirementis
are executive agency responsibilities. Inasmuch as departments and
agencies should be compiling cost data on major acquisitions, it would
place little additionai burden on them to report to the Congress wnen
such data shows that costs or estimates have increased by 50 per centun

or more.
It s»nuld be emphasized that more complete and accuvaie cost growth

data rc * on all major acauisitions is a worthwhile objective in

~our vie ; * -his Office has reported on the status of major systems
annually ‘ 3 years in an effort to demonstrate the usefuiness
to the Cong. ‘g such data. Also, in a report entitled, “Raporting
of Selected May i Projects Needs Improvement" on December 28, 1976,
we recomnended re complete information on selected major accuisitions
be submitted . ngress (enclosed). As mentioned above, however,

we view this neeu o> one that can and should be met by the executive
departments and agen:ies responsible for the acquisitions.

The bi1l also defines major military and civil acquisitions and
requires the Comptroller General tc determine baseline costs for such
acquisitions. The baseline cost would then be used to identify acquisitions
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that increase in cost by 5C per centum or more. Our views on these
provisions of the bill and our cverall suggestions follow.

Sec. 1(1) of the bill sets dollar thresholds for military systems
at 550 million for research and development and $20) nillion for production

'which- are the thresnolds the Department of Defense iad’ established prior

to January 1977. In that month Defense increased the taresholds to $75

" million for research and development and $3C0 milljon fcr pruduction. We

would suggest revision to agree with the current definition of major acqui-
sitions.

With regard tc Sec. 1(2), many civil agencies have not established
dollar thresholds for major acquisitions. The Office of Hanagement and
Budget in its circular A-109, April 1976, stated that dollar thresholds
for major acquisitions may be established at the discretion of the aygency
head. We would suggest that for purposes of tnis .cgislation thresholds
for major civil systems be set at a total cost of $50 million for research

.and development and for producticn or construction.

Sec. 1(3) states that the term “"baseline cost" means a planning or
development cost as determined by the Comptroller Gener<l. Because nf
the numerous and varied types of major acquisitions involved, we believe
that baseline cost determinations necessarily should bhe made by the
departments and agencies concerned rather than by the General Accounting

Office.

In the past, agencies reporting on major acquisitions have used a
variety of estimates as baseline estimates depending primarily on the
nature and complexity of the project and the different authorizing

procedures. They have used for example, (a) estimated costs at reau-

thorization, (b) construction estimated costs (Corps of Engineers),

-{c) original cost esti:ctes and (d) preliminary cost estimates, as base-
line costs.

It is understandable that initial or preliminary estimates may not
be useful for measurement because some are made before designs are
compiete. The Departmeut of Defense has agreed with us that development
estimates should be used for baseline costs because earlier planning
estimates are too soft. For the purpose of this bill we would suggest
that baseline estimates should be defined as those which are based on
reasonably firm designs and which are the support for requests to the
Congress for total project authorizations.

In sumnary, we suggest the bill require that each department and
agency:

--establish the baseline cost and the current estimated costs
for each major acquisition,
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--identify the amount of cost growth attributable to
inflation,

--formally notify the Congress when cost growth of 50
percent has been attained or is anticipated on eacL
major acquisition..

When the bill is enacted, this Office as part or its cverall
statutory responsibility would monitor executive agency reporting
under this legislation.

Sincerely yours,
: R T
th»3‘§ Pion

FRA

Deputy Comptrol ler “Génerai~
| . of the United States
Enciosure





