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The attached point paper responds to RAdm Holcomb's i nquiry S
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on the status of the F-16 Co-production Programwth the
European Participating Governnents (EPGs) and reported

N
Indications that "allies are di senchanted with the F-16 ‘Q'
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co- production program because of cost overruns".
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F-16 CO- PRODUCTI ON STATUS

BACKGROUND:
- Menor andum of Understanding (MOU) - signed Jun 75

-- MU Suppl enent No. 1 - signed Jun 76 - readj usted
fixed rates of exchange to enabl e European co-pro-
duction to be considered on a fair and realistic.
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Prelimnary Contracts - signed Jun 75 *(anmended Jul 76)

Letter of Offer' and Acceptance (LOA)-—inrpreparation,
expect signatures early 77. -

- MU commtnents by U S. to European Participating
CGovernnents ( EPG).

-- O fset goal - ‘1.00%'_'-0:1:’_ procuremen_t value of initial
EPG purchase of ,348 aircraft.

-- USG comm tnent - to provide through co-production,,
of fset equal to:

A “=-  58% of procurenent value of initial EPG pur-
chase of 348 aircraft during production of
first 998 F-16s: (650 for U S. and 348 for EPG).

-~~~ 80% of procurenent value of initial EPG pur-

chase i1 General Dznanics produces 500 addi -
tional F-16s for third country sales.

-- Not-to-exceed (NTE) level-line price ($6.091 million)
in MOU is estimate in FY 75 dollars and does not
impose either a contingent liability or financial
obligation.

-- Offset achieved through placenent of contracts with
EPG i ndustri es.

---  10% of procurenent value of 650 USAF aircraft.
---  40% of procurenment value of all EPG aircraft.

--- 15% of procurenent value of all third country sales.




--  Procurenent value to include aircraft flyaway cost,
Initial spares, Support Equipnment (SE) Data, Training
Equi pnent
Does not include replenishnent spare parts

CURRENT STATUS:

Definitization and award of European sub-contracts behind
schedul e.

-- Solutions found to nost if not all probl ens.

--- European governnents funded excess tooling
costs outside of NIE cost.

--- Adj ust exchange rates to reflect those on
whi ch the co-production plan established.

-~ Should pernit inplenentation of approximtely, 90-95%
of CPP.

-- Award of sub'-contracts to begin in July 76. Gener al
Dynam cs will award final sub-contracts by early 77 -
Congress notified by letter on 22 Jun 76.

Pripeﬂbf European F-16 is.expected to be within the
estimated NTE cost of $6.091 mllion (FY 75 dollars)
stipulated in the MOU.
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-- Letter of Ofer and Acceptance (LOA) delayed -
pendi ng award of European sub-contracts:and definition
of costs.

-- Preliminary contracts (signed in Jun.75) extended
t hrough end of 1976.

-- Radar co-production plan revision in process.

--- Award of radar sub-contracts wll be later than
others. Radar prime contractor selected signifi-
cantly later than the mgjority of other vendors
(Nov 75).

- Audit Reports

-- Excessive tinme in auditing European sub-contract
coul d cause further delay -in contract awards.




-- Correction action: Departnment of Defense Contract
Audit Agency working closely with USAF and EPG
~auditors in arrangi ng procedures for accelerating

the Audit Reports.

- Rel ease of European sub-contracts

-- US goal wasto activate at |east one sub-contractor
In each of the four countries by 1 July 1976,
and sign all European co-production contracts by
early 1977. -

-- EPG sub-contract rel ease not met on 1-July because
of last mnute position change by United Technol ogy
on F-100 pricing for engine sub-contract in Norway.

-=--=- United Technology originally set EPG engine not-
t 0-exceed price based only on Europe require-
ment s.

--- United Technology now cl ains EPG F-100 not-
t o-exceed,price is too |low and is requesting,
price be spread over all F-16 and F-15 buys.
This is unacceptable to USG .

--- Commander, Aeronautical Systens Division and
President, United Technol ogy meeting i n next
few days to resol ve | ssues.

-

--- A 10 July release date wll protect F-16
co-production schedule.

SUMVARY:

The problens associated with the F-16 co-production effort."
are typical and not unexpected for a programof this nagnitude.
NE]OF issues are identified wth actions underway to resol ve
them

The Senior National Representatives to the F-16 Ml tinational
Steering Conmttee Meeting as recently as 30 June 1976 had no
n?#or reservations about the status of the co,-production
effort.

The F-16 programis on schedule and remains within the
estimated not-to-exceed cost per aircraft 'of $6.091 mllion.





