"BE 12-11 17328 ' X U3 BEs Dovw e

e a ATiG s et S S
) ,...____ Pyai— e et i, .
T 'J;?‘.’;‘.« i Y
DEFENSE LOGISTICS AGENGY.. . .. | — M IZ [
. HEADQUARTERY . . . . i}q =
CAMEMON STATION S ”/”##’Eﬂf‘,rﬂ———
ALEXANDRIA, VINGINIA 323048100 - e
NRerenta DLA-CR 25 Novembsy 1986

Honorable Ted Stevens

Chairman, Subcommittee on Defense
Senate Appropriations Committee
United States Senate

Washington, D, L. 20510

Dear Mr, Chafrman:

The Appropriations Conterence Committee, in ifts Dapartmgnt of ODefanse Fiscal
Year 1987 Raport, discussed the Msals-Ready-to~Est (MRE) Program (ﬁaga 456}
The Report statas that the Dapartment of Defanse "shall consider the impact on
the ex1sting MRE fndustrial prepared assemblers in. its determination of future
MRE acquisitton plans," -

We ara approaching the award of a contract for assemdly of MRE VII. Because
of the interest expressed By the Committee, ! have reviewed tha impact of our

s upcoming award on the ex{sting assemblers. The purpose of this lettar fs to
provide you with the results of my review,

We have never contracted with more than three assembiers par year, Howsvar,
ona af the 1984 contractors has not yet complated delivery af its agsembled
MREs. Thus, there are currently four contractors in the MRE assembly program.

Three factors fnfluence the number of sourcas to be utilized for a fiscal year
program, First, we consider the number of contractors that can bé supporied
by peacetime requirements. Then, we consider the number of contractors negeded
to meet mobilization raquirements, The tnird consideration is the fetal cost
to the gevernment, -

We currently have a requirement for the assembly of 4,3 million cases of MREs.
This is the maximum amount needad to meet tha anticipated demands af the
Military Services, as wall as to matrtain the mobilizatton base. The &ssembly
of 4,3 m1Vion cases will nut suppert the total minimum sustaining rate (MSR)
for four tontractors, The total MSR for the feur contractors is B.6 million
cases, The additional 1.3 m11110n\cases would constiture an unhecesssnty
GXC35% .

There 1s & mabilization requirement of 5.8 million cases per manth, Thrae
contractors ¢an provide 4,9 miilion to 5.4 milifon cases par month, depending
on which thrge are selected. Tnis 1s within the 85 to 100 percent range of
mobfl{zation requirements which is cunsidered sufficient coverage, e hve,
therefore, concluded that three suppliers can maet mobiiization requirements.
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Senator Ted Stevens

A decisfon to spread our current MKE requirements to four suppliers would ha
the practical affect of moving approximately 600,000 cases from three 10w_cos
suppliers to a fourth supplier, The minimum excess cast of contracting with
Fourth supplier at the nigher prices would be approximetely $4.4 million,
Additional excess cost would be incurrad due to the inefficiencies assotiate
with Towering the rate of production of the thres Towest cost praducers,
There would also be an adverse impact on compatition..

Achieving 2 fourth source by increasing tha quantity of this solfeitation
would not be consistant with the department's needs., The guantity being
golicitad is the maximum that should se acquired at this time based on the
demands pf the Military Services, Furthermore, the Army Is performing
additional acceptance tests that may result in changes to the menus included
frt the ration,

Based on these congiderations, 1 have concYudad that wa can only sugport thre
contractors with our upcoming contract awards., We expagt to make these aware
bafore December 31st. 1 am confident you will agree with me that in the
current fiscal ctimate we cannot afford to incur the additional cost of
approximately 58 million assoctated with a fourth contract.

An identical letter hag been sent to the Chairman of the Subcommittee on
Defense, House Appropriations Committee.

ngerely,
\

D. Y. Mcx;;;;;T%;;T*H\\“u

RADM, §C, USHN
Daputy Director
{Acquiatirion Maragemant)



