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Military May Halt Payments Over MRP

By Philip Burgert

WASHINGTON — The Pen-
tagon is threatening to stop cer-
tain payments to military con-
tractors whose computerized ma-
terial-requirements-planning sys-
tems do not comply with a
newly defined set of standards.

More than 300 military con-
tractors are expected to be af-
fected by the standards, which

Order Sent Out Dec. 10

Pentagon: Standardize MRP Or Risk Losing Paments

(Continued from Page 1)
from the office of Robert Cos-
tello, assistant secretary of De-
fense for production and logis-
tics, to the three services and
the Defense Logistics Agency.
Payments to contractors will
be withheld in proportion to
the financial damage believed
done by MRP systems not in
compliance with the standards.

“We have discovered there

are problems in the implemen-
tation of material manage-
ment and accounting systems,
and industry has acknowl-
edged that problems do exist,”
Costello said.

tatives of the Aerospace Indus-
tries Association, Electronic In-
dustries Association and Coun-
cil on Defense and Space Indus-
tries in forging the standards.

List Of Nine Standards

The order requires the Pen-
tagon’s administrative contract-
ing officers to work with the
DCAA in approving contractor
demonstrations of their compli-
ance with a list of nine stan-
dards covering such elements as
audit trails, record accuracy,and
common inventory accounts.

“I think it is a pretty com-
prehensive agreement,” said

sprang from congressional hear-
ings into Defense Contract
Audit Agency accusations that
contractors have collected
more than $1 billion in unwar-
ranted fees in recent years by
using MRP systems to double
bill, inflate prices and
commingle inventories.

The standards, which list key
elements needed for material

Division, San Diego, and one of
four mdustry representatives
who negotiated with the Penta-
gon.

“It puts a responsibility on
the manufacturers to put to-
gether a description of what
[MRP system] they have today
and how they interact with
their cost systems and their bill-
ing practices,” he said. “It’s in-
tended to be a balanced ap-
proach.” He added that the
agreement may make some
manufacturers impose manual
controls until they demon-
strate compliance.

“I honestly believe this is go-

management and accounting sys-
tems, are intended to head off ac-
tion on Capitol Hill requiring cer-
tification of MRP systems. The
standards resulted from negotia-
tions between Defense Depart-
ment auditors and industry
representatives.

After receiving the stan-
dards and compliance order
from the Pentagon, congres-

Fredrick: The responsibility is on

the manufacturer.

said H. Dopg}asn Eubapk§, a'gro—

sional officials said last weel
they would delay action on
bill pending in the House (se
Manufacturing Week, Oct. 26
at least until March 1 whe:
the Government Accounting
Office will submit a review o
the standards and contracto
compliance.

The order was sent Dec. 1(
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Costello: Problems were found i
the implementation.

system vendor. He sald mos



