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ABSTRACT 1

This study outlines a procedure for developing and mai.ntaining
current year LIN level planning prices for the 4, 000 plus LINs
representing over 6,400 NSNs of Class VII major items in the
Army inventory as listed in Chapter 2, SB 700-20. Approval of
the recommended procedure, with publication in and an annual
price update of SB 7'10-1-1', Standa;'d Study Number System,
would provide the current year base price to which planners

would apply inflation guidance for out-year pricing of materiel

acquisitions.

Report Title: Major Item Price Update Procedures
Study Number: LSO 903 )
Study Initiator and Sponsor: Director for Plans, Doctrine, and Systems

(DRCPS-S), U, S. Army Materiel
, Development and Readiness Command
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EXECUTIVE SUMMARY

1. Authority for the Study. The Director for Plans, Doctrine, and
Systems (DRCPS-S), U. S. Army Materiel Development and Readi-

ness Command (DARCOM), is the sponsor of this study. Tasking

was by letter, DRCPA-S, HQ DARCOM, 8 February 1979, subject:

Request for Logistics Studies.

2. Problem Statement. This study examines the persistent and

universal need for current pricing of major items in the Army's
inventory. Once acquired and fielded, most major items or their
product-improved versions are not placed on follow-on procurement
for varying periods of time, often ten or more years. Over time,
the original acquisition price becomes less valid for materiel plan-
ning in support of force development, conversions, or readiness.
There are many factors contributing to the deterioration of price
currency, with inflation being the principal component over the past
ten years.

3. Objectives. The objectives of this study are:

a. To develop a simple, easily applied method for periodic up-

dating of major item prices in order to facilitate the materiel plan-

ning functions in implementation of the Program Objective Memoran-

dum (POM).




b. To perform an update of major item prices to the 1980
time frame.

c. To develop procedures for the transmittal of updated prices
from the originators to a publication which will provide quick availa-
bility and ease of application to the out-year or years under considera-
tion.

4. Scope of Study.

a. This study is DARCOM-wide. It is concerned with price up-
date considerations of those supply class VII items listed in Chapter
2, SB 700-20, which have Commodity Management Code§ (CMC) of
B, G, H, K, L, or M, and Appropriation and Budget Activity Codes
of A through Q. Study results apply to the five years of the POM.

b. This study directly supports two of the DARCOM QObjectives
for FY 1979, namely the Management Objective MG-5, Strengthen
the DARCOM resource justification process, and the Readiness
Objective RE -2, Provide adequate levels of operable/quality materiel
for active and reserve forces.
5. Methodology.

a. The 4,028 Line Item Numbers (LINs) in Chapter 2 of SB -
700-20 (dated 1 July 1979) include 6, 408 National Stock Numbers (NSNs)

in 254 Federal Supply Classification (FSC) codes within 45 Federal

>
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Supply Groups (FSG). Within each LIN, the NSN having the highest
standard price was selected for updating. Available Sﬁ 700-20
price histories for the period 1969-1978 were researched and the

year noted in which that highest price was established. Twenty-four

(24) MRC-developed historical price indexes and 21 selected Producer
Price Indexes (PPI) were used to accomplish price updates. Follow-
) g ing MRC guidance, each FSC was aésigned to one of the indexes.

The particular index series value used to update a given LIN price
was identified by the index number assigned to the FSC an@ the year
of the last price change. The index series were used to update prices

to the 1978 time frame; then the DOD/DA, DARCOM inflation guidance

g gy s R

was used to further update the prices to 1980, the first year of anti-

cipated TAEDP implementation. The methodology resulted in an up-
dated price for each of the selected 4,028 LINs in Chapter 2, SB

700-20.
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b. It is anticipated that the updated LIN level prices will be pub-
lished in the principal materiel planning reference, SB 710-1-1,
Standard Study Number System and Replacement Factors. Materiel
- planners may then, using DARCOM inflation guidance, further update

i 5 the 1980 prices to the desired POM year. It is proposed that imple-

mentation requirements be described in DARCOM Regulation 700-5,




Major Item Management, as shown in Appendix O, Proposed Change
to DARCOM Regulation 700-5 and SB 710-1-1.

c. Annual updating of the SB 710-1-1 planning prices wiil be
necessary. MRCs will update their inflation indexes annually and
provide the new values plus any changes of FSC assignments to index
series to the Commander, Depot Systems Command (DESCOM). MRC
price updates resulting from new p;.'ocurements or other actions during
the year will need to be identified. Items whose prices have not been
updated by the item manager during the year will require automated
updating.

6. Findings and Conclusions.

a. Findings:

(1) When first established, standard prices based on production
unit cost and first destination charges are adequate for estimating
APA materiel planning costs.

(2) Less than 10 percent of major item prices are updated
annually,

(3) DODD 7200.7 and AR 37-60 do not recognize the need for

price updates unless additional procurements are contemplated/ -
executed.
(4) The standard price may not be appropriate for all of its £

intended applications.
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b. Conclusions:

(1) Update techniques and indexes are readily a.va.ilable.

(2) The methodology satisfies an urgent requirement for

major item pricing.

(3) The proposed procedures can be accommodated within
current resources.
’ ‘” 7. Recommendations.
v a. The methodology be implemented for TAEDP enhancement,
k specifically for the materiel planning function in the POM years.
b. A follow-on study be conducted to develop methodologies to
- t adjust the standard price for its various other uses.
L c. No change to AR 37-60 be undertaken and no change to DODD

7200.7 be recommended pending the results of the proposed follow-on

study.
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MAIN REPORT

I. Background. Materiel planners have no quick, sinéle-source
means for acquiring or developing major item pricing to meet POM
requirements or to respond to congressional or other inquiries
concerning costs of materiel shortages, readiness improvements,

or force conversions. The Army Master Data File (AMDF) includes
a price field which reﬂect§ acquisit;ion or reacquisition pricing. Up-
dating on a regular basis is accomplished only for the 200 to 400
major items appaaring annually in the Army Materiel Plan. (AMP).
For many other items, this means a long period of time between
price updates; 25 percent of the major items, for example, have not
had price updates for 10 years or more. Thus, the accuracy of any .
AMDF price for planning purposes is unknown, and materiel planning
estimates are often deficient cost-wise. This study develops a pro-
cedure for maintaining current year planning prices for the approxi-
mately 6,400 Class VIl major items in the Army's inventory. Appli-
cation of DOD/DA/DARCOM inflation guidance during the materiel
planning function would then provide planning prices for the desired
outyear in the Program Objective Memorandum, or POM.

A, Direction for pricing of major items of materiel is found in

DODD 7200,7, Accounting and Pricing for Materiel Financed by
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Procurement Appropriations for Military Functions, and AR 37-60,
Pricing for Materiel and Services.

1. DODD 7200.7 de_fi-nes standard price as the unit prod-uction
cost plus first destination transportation charges. These costs are
funded by the Army Procurement Appropriation (APA, formerly
PEMA). The standard price applies to all units bearing the NSN,
regardless of condition. . .

a, The standard price is established on such evidence as current
contracts, purchase orders, invoices, and pending contract price
revisions. If no future procurement is planned, the standard price
remains unchanged. This lack of recognition of the role of inflation
in price maintenance or update in DODD 7200.7 may be attributed to
the fact that the basic directive is dated 16 December 1964, before
inflation had grown to its current levels.

b. The standard price does not include expense of procurement
administration and supply functions, e.g., inspection, warehousing,
redistribution, and repacking and handling. For items under current
procurement, standard prices normally should be reviewed once a
year and revised when a significant change occurs. The DOD directive

does not define ''significant, ' although implementing AR 37-60 defines

a significant change as plus or minus five percent,




2. Chapter 2, AR 37-60, implements DODD 7200, 7 concerning
standard pricing.

a. AR 37-60 amplif:le-s DODD 7200.7 policies, to includ; the
use of a current, documented procurement price or production cost
in establishing a standard price. The AR expands the DOD directive
price evidence to include a representative r;cent procurement, cur-
rent manufacturer's price and discé:unt listings, market price quota-~
tions, production cost records, and cost/price analysis studies. It
requires emphasis on current procurement process or production
costs rather than either historical or projected future costs. The
regulation repeats DOD direction that, where no further procurement
is planned, the standard price determined under then current procure-
ment will be continued.

b. The five objectives of standard pricing as stated in AR 37-60
are to promote uniformity and accuracy in accounting and inven'tory
control functions, to facilitate budget estimates, to provide a basis
for reimbursement of Army appropriations, to report current value of
Army inventories, and to reimburse the Army Stock Fund when required.
Although perhaps implied, the need for uniformity and accuracy in
materiel planning is not stated as an objective of standard pricing.
Price changes are not a serious consideration during periods of rela-

tive price stability; however, they may be critical during inflationary

periods,
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¢. Although not identified in AR 37-60, there is a sixth applica-
tion for standard prices~-that of providing the basis for maintenance
expenditure limits, or MEL The TB-43 series bulletins imélement
AR 750-1 policies by providing repair expenditure limits applicable
each time an item becomes unserviceable. MELs are specified time-
phased percentages against which is compared the ratio of the repair
cost estimate to the standard price of the end item. An end item loses
its repair eligibility if the ratio of the estimated cost of repair to the
standard price exceeds the MEL, Standard prices which do not re-
flect current prices may result in loss of repair eligibility of major
items which would qualify for repair under normal repair/replace
criteria. The TBs refer maintenance users to the Army Master Data
File (AMDF) for the standard price.

d. SB 700-20, Army Adopted/COther Items Selected for Authoriza-
tion/List of Reportable Items, is the medium which broadcasts, by
printed copy and microfiche, standard prices for major items., Standard
prices also are entered into the Commodity Command Standard System
(CCSS) records. The insertion of updated planning prices into either
CCSS or SB 700-20 is not addressed in this study. Any such insertion

would require extensive software reprogramming and reformatting.

Instead, it is proposed that planning prices be entered in the principal

W, e b




materiel planning document, SB 710-1-1, Standard Study Number
System and Replacement Factors; this can be accomplished rela-
tively easily and would ex;)edite enhancement of the Total An;1y
Equipment Distribution Program (TAEDP).

II. Objectives. The objectives of this study are:

a. To develop a simple, easily applied method for periodic up-
dating of major item priceé in orde.r to facilitate the materiel plan-
ning functions in implementation of the Program Objective Mewno-
randum (POM).

b. To perform an update of major item prices to the 1980
time frame.

c. To develop procedures for the transmittal of updated prices
from the originators to a publication which will provide quick availa-
bility and ease of applicaticn to the out-year or years under considera-
tion.

III. Scope and Limits. This study is DARCOM-wide. It is concerned

with price update considerations of supply class VII items under Com-
modity Management Codes B, G, H, K, L, and M. These major
items of equipment, which are authorized in MTOEs and TDAs, are
listed in Chapter 2, SB 700-20. The study is limited to items having

Appropriation and Budget Activity (ABA) alpha codes A through Q, as

10




defined in AR 710-1, Centralized Inventory Management of the

Army Supply System. The study is not concerned with validation of
initial price or cost, nor ;vith support, operations, or ma.int:;na.nceA
costs. Because implementing recommendations will concern the
materiel planning function only, study results apply to the five years
of the Program Objective Memorandum (POM). Because of the
diverse applicationé of standard prices, among them financial inven-
tory accounting, this study will not recommend changes to DODD
7200.7 or to AR 37-60,

IV. Methodology. Ihe approach to the major item price update pro-
cess includes evaluating current procedures, synthesizing a methodo-
logy, and determining changes to regulatory documents. It must use
available resources, tools, and data, be within present capabilities,
be ready in time for TAEDP, and must define annual update require-
ments and the procedures for implementing them.

A, Two opposite approaches to the pricing function are micro
{bottom up) and macro {top down). Materiel Readiness Command
{MRC) cost analysis effort in support of procurement is micro, in-
volving collection and analysis of data from the several functional
areas involved in development, procurement, management, and sup-

port of major items. This level of effort is devoted only to the few




hundred items in the AMP each year; obviously it cannot be expended
in updating annually the remaining 6,000 or more item.s in the inven-
tory. At the other end of the spectrum, the purely macro approach
would apply OSD/DA/DARCOM inflation guidance across all items in
a given commodity area. This approach fails to consider differences
in price movements among the FSCs.

B. In the metﬁodolog;r of this ;tudy, each FSC is assigned an
"appropriate index, each index representing a time series of price
update factors. Since each FSC covers items which are homogeneous
in physical and performance characteristics, technology, and materiel
and labor mix, each National Item Identification Number (NIIN) within
an FSC should experience the same relative price changes. Price
indexes were taken from two sources. Indexes developed by the
MRCs were utilized as well as Producer Price Indexes (PPIs) developed
by the U. S, Bureau of Labor Statistics. The 24 MRC-developed indexes
are listed in Appendix B, Historical Price Indexes for Class VII Materiel.
Twenty-one (21) additional index series were selected from the Producer
Price Indexes for comparison and possible use. They are listed in
Appendix C, Selected Producer Price Indexes (PPI). Values for the
45 serlies are listed in Appendixes D and E, Index Series for 1978 and

1980 Base Periods, respectively. The historical indexes shown in

12




Appendix D, both MRC and PP], permitted updating to the 1978

time frame. The 198) indexes in Appendix E were then developed

by using projected y’early; .‘mcreases of 8 1/2 percent in 1979 .and
1980, uniformly applied to all index series values in Appendix D.

The index code number assigned to each FSC is indicated in Appendix
F. With one exception, MRC-developed indexes and MRC-used PPI
series were assigned. The exceptibn was FSC 2310, Passenger
Motor Vehicles, where the PPI title was more descriptive.

C. Within the same FSC, NIINs of difference magnitudes of
physical and performance characteristics are grouped under different
LINs. The methodology results in one updated price for each LIN,
not an updated price for each NSN within a LIN. The NSN within each
LIN that had the highest standard price in the July 1979 version of SE
700-20 was the one chosen for updating. The reason for this was that
the NSN with the highest standard price is most likely to be the most
recently procured madel to be the NSN with the most product improve-
ments, and to most nearly resemble the item to be procured. The
published standard prices for major items were secured from magnetic
tape, current as of 1 July 1979, furnished by the Catalog Data Activity
(CDA). The tape contained selected data from 6, 709 NSN records in

SB 700-20; 301 records of other than Class VII NSNs were deleted.

Lt e SRR S SN AN .




CT The remaining 6, 408 NSNs were cataloged into 4, 028 LINs in 254
FSCs under 45 FSGs. The highest standard price with-in each LIN
was identified. LIN pric—e.histories were then researched in SB
700-20 back through December 1969 to determine the time period
when the highest standard price was first established. Each LIN
was assigned a year code, 1 through 8, which identified the time
period. The period. associated witﬁ each of the year codes is shown
in Appendix A, Summary of LIN Price Update Actions by MRC,

D. The 6,408 NSN data file was sorted by Commodity Manage-
ment Code (CMC) and the applicable year code was added to the
record for each LIN in the file. Using the file which assigns each

FSC an index number and the LIN/NSN file with its year codes, the

standard prices were updated to a 1980 base by utilizing the appro-

. priate factors as shown in Appendix E. After the FY 80 updated ‘
price for a LIN is computed, it in turn can be further updated for the :
desired POM outyear planning by application of appropriate factors ‘
disseminated in DARCOM planning guidance.

E. The computer listings by CMC of the standard prices as up-
dated to 1980 have been provided to the study sponsor and to Commander,

DESCOM. The first page of the listing for each CMC is shown in

Appendixes H through M, with the column heading explanations shown )




in Appendix G. In the listings only one NSN is shown for each LIN.
The NSN with the highest unit price within the LIN was- selected

for the printout. Where ‘t;vo or more NSNs within a LIN had the
same price, the highest numbered NSN was selected for the final
printout--the rationale being that there is a greater probability that
the newer item will have the highest numbered NSN. An example of
a representative price updé.te calcuiation is shown in Appendix N.

F. The methodology described above indirectly considers most
of the change fa.c;tors which are embedded or nested within.the pricing
function. Any alte rn;tive methodology would burden the MRCs and
item managers with identification and quantification of change
factors--inflation, product improvement, frequency of procurement,
price/quantity relationships, modification work orders, and differences
in warm base versus cold base production costs. This would require
an annual cost/price analysis effort for each item in the entire major
item inventory. Another argument against the need for a full analysis
of change factors is the fact that many major items are similar to
their civilian equivalents, and so ''ride'' the same production facilities,
are composed of similar mixes of labor, materials, and technology,

and may be measured cost/pricewise by the PPIs,




V. Implementiing Actions. It is proposed that the Commander,

DESCOM, as proponent of SB 710-1-1, would enter thé updated
prices in that SB. Mater:-i-el planners then, by application of
DARCOM inflation guidance, will further update the 1980 prices

to the desired POM year. The MRCs, as proponents of commodity
inflation indexes, would update their indexes annually and advise
DESCOM of the new- va.lues. and of a‘ny changes of assignment of
indexes to FSCs, These requirements will be disseminated in
DARCOM Regulation 700-5. Recommended changes to DARCOM
Regulation 700-5 and to SB 710-1-1 are shown in Appendix Q, The
process flow used for the one-time price updates to 1980 is shown
in Appendix P. The procedure for subsequent annual DESCOM
price updates is discussed in Appendix Q.

VI. Discussion.

A. The methodology represents a somewhat gross update,
oriented toward the material planning function in the outyears. Use
of its results for other purposes in execution and budget years may
not be appropriate since precise values are necessary for the multi-
tude of diverse applications in budgeting, accounting, inventory con-
trol, inventory valuation, and reimbursements. As indicated earlier,
the scope of this study was limited to planning in the POM years in

order to meet a deadline for input to TAEDP.

16
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B. Another possible application of the updated prices obtained
from the methodology is as the base for decisions rega..rding mainte -
nance expenditure li.rnits‘(-MELs). As discussed earlier, Sé 700-20
standard prices appear unsatisfactory for this purpose; however,
further study is indicated before any recommendations can be made
regarding the basis for MELs.

C. The question of publication. in SB 700-20 of the planning prices
resulting from the methodology of this study merits further study. It
might be feasible either to add a second price field to each NSN record

or to enter an updated price against each LIN, leaving the standard
price against each NSN within the LIN,

VIl. Findings and Conclusions.

A. Findings:

1. When first established, standard prices based on production
unit cost and first destination charges are adequate for estimating
APA materiel planning costs.

2, Less than 10 percent of major item prices are updated annually,

3. DODD 7200.7 and AR 37-60 do not recognize the need for
price updates unless additional procurements are contemplated/

executed.

4, The standard price may not be appropriate for all of its intended

applications.




B. Conclusions:

1. Update techniques and data are readily available.

2. The methodology ;atisfies an urgent requirement for.major
item pricing.

3. The proposed procedures can be accommodated within
current resources.

VIII. Recommendations.

A. The methodology be implemented for TAEDP enhancement,
specifically for the materiel planning function in the POM years.

B. A follow-on study be conducted to develop methodologies to
adjust the standard price for its various other uses.

C. No change to AR 37-60 be undertaken and no change to DODD

7200, 7 be recommended pending the results of the proposed follow-on

study.
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HISTORICAL PRICE INDEXES FOR CLASS VII MATERIEL

LS0-903
NUMBER DEVELOPER COMMODITY
o1 TARADCOM Construction Equipment
02 TARADCOM Tactical Vehicles
03 TARADCOM Motor Vehicle Parts
04 TARADCOM M60A1
05 TARADCOM M113Al1
06 TARADCOM Other Combat Vehicles
07 TARADCOM Internal Combustion Engine
08 TSARCOM Airframe
09 TSARCOM Aircraft Engine
10 TSARCOM Avionics :
11 TSARCOM Aggregate Air Vehicle (excl avionics)
12 TSARCOM- Aggregate Air Vehicle (incl avionics)
13 TSARCOM Spec Ind Mach and Equip
14 TSARCOM Electrical Machinery and Equip
15 TSARCOM Transportation Equip
16 TSARCOM Motor Vehicles and Equip
17 TSARCOM Railroad Equip
18 MICOM Missiles
19 MICOM Missile Ground Support Equip
20 MICOM Missile Composite
21 CERCOM Electronics
22 ARRCOM Combined Ordnance and Access
23 ARRCOM Sighting and Fire Control
24 ARRCOM Rifles, Repeating, Center Fire




SELECTED PRODUCER PRICE INDEXES (PPI)

LS0-903
NUMBER COMMODITY
25 Miscellaneous Metal Products
26* : General Purpose Machinery and Equipment
27* Special Industry Machinery and Equipment
28* - Electrical Machinery and Equipment
29 Miscellaneous Machinery and Equipment
30 Electronic Equipment
31* Motor Vehicles and Equipment
32 Motor Vehicles .
33* Railroad Equipment
, 34 ...Small Arms...
- 3 35 ' Photographic Equipment and Supplies
36* Machinery and Equipment
3 37* Fabricated Structural Metal Products
38+ Industrial Commodities
1 39+ Metal Containers .
40* Hardware
41* Heating Equipment
‘ 42+ Rubber and Plastic Products
. 1 43* Transportation Equipment
44* Construction Machinery and Equipment
45* Metalworking Machinery and Equipment
r t . * These 15 indexes are also listed by TSARCOM for use in
, contingency planning for APA and OPA troop support items.




INDEX SERIES FOR 1978 BASE PERIOD

Year Code*
- Index T T 3 z 3 3
01 2.061 1,911 1.837 1.720 1.314 1.131
02 1,932 1.,772. 1.690 1.545 1.253- 1.137
03 1.883 1,763 1,662 1,576 1.270 1.111
04 2.170 2.010 1.899 1.737 1.343 1.161
0s 2.118 2.003 1.917 1.742 1.325 1.172
06 2.122 1,993 1.897 1.735 1.320 1.169
07 1,935 1,820 1,751 1.700 1.347 1.151
08 1.838 1,727 1.619 1,435 1213 1.093
09 1,858 1,692 1.651 1.485 1.212 1.088
10 1.617° 1,523 1.479 1,380 1.226 1.119
. 11 1.843 1.719 1.626 1.446 1.213 1.092
. 12 1.821 1,700 1.612 1.440 1.214 1.095
13 1,908 1.775 1,716 1.485 1.268 1.105
14 1,535 1.460. 1.44] 1.397 1.168 1.073
15 1.649 1,531 1.471 1.425 1,223 1.087
16 1.597 1.496 1.436 1.397 1.211 1.085
17 2,194 2.026 1.914 1.743 1.266 1.094
18 1.550 1.490 1,431 1.316 1.195 1.117
19 1.845 1.727 1.613 1.448 1.323 1.150
- .. 20 1.598 1,534 1,468 1.339 1,214 1.121
21 1.598 1,488 1.439 1.374 1,204 1.097
22 2.00S 1,790 1.690 1.580 1.330 1.160
23 1.825 1,660 1,550 1.470 1.310 1.155
24 1.690 1.570 1.550 1.495 1.300 1.165 -
25 1.855 1,727 1,653 1.445 1.134 1.072
26 1,908 1.764 1,719 1,525 1.179 1.076
27 1.914 1.784 1.748 1.544 1.233 1.105
28 1.541 1.476 1.460 1.362 1,146 1.073
o 29 : 1,721 1.618 1,581 1.447 1.171 1.078
30 0.937 0.942 0.949 0.952 0.941 0.984
31 1.611 1.496 1.457 1.386 1.189 1.084
32 1,553 1.446 1.411 1.354 1.191 1.085
. 33 2.198 2,033 1,910 1.663 1.222 1.094
' 34 1.504 1.431 1.410 1.294 1.105 1.087
35 1.380 1.347 1,340 1.272 1.095 1.036
36 1.753 1.652 1.618 1.469 1,182 1.083
* 37 2,021 1.861 1,797 1.546 1.164 1.100 :
p 38 1.886 1,784 1.727 1.471 1.187 1.080
] 39 2.130 1,918 1.812 1.576 1.216 1.113
40 1.786 1,663 1,616 1.469 1.191 1.085 :
] 41 1.587 1.486 1,449 1.346 1,137 1.060 - ’
' 42 1.602 1.566 1,565 1.389 1.138 1.047 ‘
43 1.652 1,538 1,492 1.413 1.199 1.087
44 1.989 1.853 1,789 1.599 1.214 1.092
45 1.892 1.790 1,747 1.552 1.224 1.090 v i e
*Appendix A shows periods covered by year codes. Indexes for year code 7 (1978) .
L are 1.000. Year codes 1, 4, and 6 values are the means of indexes for 1969-70, .

o 1973-74, and 1976-77, respectively. o et

D-1
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INDEX SERIES FOR 1980 BASE PERIOD

Year Code *

A e
Index T

01 2.426
02 2.274
03 2.217
04 2.555
05 2.493
06 2.498
07 2.278
08 2.164
09 2.187
10 1.904
11 2.170
12 2.144
13 2.246
14 1.807
15 1.941
16 1.880
17 2.583
18 1.825
19 2.172
- 20 1.881
21 1.881
22 2.360
23 2.148
24 1.990
25 2.184
26 2.246
27 2.253
28 1.814
29 ‘ 2.026
30 1.103
31 1.897
32 1.828
33 2.588
34 1.771
35 1.625
36 2.064
. 37 2.379
38 2.220
39 2.507
40 2.103
41 1.868
42 1.886
43 1.945
44 2.342
45 2,227

2
2.250

2.086"

2.075
2.366
2.358
2.346
2.143
2.033
1.992
1.793

.2.024 .

2.001
2.090
1.719
1.802
1.761
2.385
1.754
2.033
1.806
1.752
2.107
1.954
1.848
2.033
2.077
2.100
1.738
1.905
1.109
1.761
1.702
2.393
1.685
1.586
1.945
2.191
2.100
2.258
1.958
1.749
1.844
1.811
2.181
2.107

3

2.163
1.990
1.957
2.236
2.257
2
2

4

2,025
1.819
1.855
2.045
2.051
2.042
2,001
1.689
1.748
1.625
1.702
1,695
1.748
1.645
1.678
1.645
2.052
1.549
1,705
1.576
1.618
1.860
1.731
1.760
1.701
1.795
1.818
1.603
1.703
1.121
1,632
1.594
1.958
1,523
1.497
1.729
1,820
1.732
1.855
1.729
1.585
1.635
1.663
1.882
1.827

* \ppendix A shows periods covered by year codes.
(1978), 8 (1979), and 9 (1980) are 1.177, 1.085, and 1.000, respectively.

E-1

2

1.547

1.475

1.495
1.581
1.560
1.554
1.586
1.428
1.427
1.443
1.428
1.429
1.493
1.375
1.440
1.426
1.490
1.407
1.557
1.429
1.417
1.566
1.542
1.530
1.335
1.388
1.452
1.349
1.379
1.108
1.400
1.402
1.439
1.301
1.289
1.391
1.370
1.397
1.432
1.402
1.339
1.340
1.411
1.429
1.441

s

1.331
1.339
1.308
1.367
1.380
1.376
1.355
1.287
1.281
1.317
1.286
1.289
1.301
1.263
1.280
1.277
1.288
1.315
1.354
1.320
1.291
1.366
1.360
1.371
1.262
1.267
1.301
1.263
1.269
1.158
1.276
1.277
1.288
1.244
1.220
1.275
1.295
1.271
1.310
1.277
1.248
1.233
1.280
1.286
1.283

Indexes for year code 7
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COLUMN IDENTIFICATION FOR LIN PRICE UPDATE APPENDIXES

LIN

NSN

LCC

OLD U/P
ABA
CMC

RIC

YC

NX

New U/P

Line Item Number

National Stock Number

Logistics Control Code

Old Unit Price

Appr"opriatién and Bﬁdget Activity Account Code

Commodity Management Code

Routing Identifier Code

Year Code (See Appendix A )

Index (See Appendix _ B , Historical Price Indexes
for Class VII Materiel and Appendix _C_,

Selected Producer Price Indexes)

New Unit Price

Appendix G-1




LIN

AS6243
A93125
30117356
842388
843025
863711
C18431
C20414
C2949Y
C303937
C31134
36100
C3slav
Dos124
010726
010741
010330
011049

" 011401

011538
011521
0120397
212703
€0233S
£02570
€02507
E02344
£56378
£5639%0
E561518
E72557
e72304
E73352
E73489
FO6424
Fuoessl
Fob333
F06335
Fos372
FO7109
F353l6
Fio3sa
F38357
F39104
F3917e
F39241

AKZ TARCOM

First Page Listing of 9 Pages

SN

4910=uuladassqy
235u=vuid4051S1
3820=049314509
3895~-v07799123
3395=0062930617
3895=9Q0u8281136
5329=0lv4saley
5420=005229599
38195=001093357
3815-003793645
3815=vVs852685
2590=009444903
2990=007083563
2320=091682620
2350=00071u732
2350=000769002
2350=uv4lliavy7
e3S50=00uT784545
2350=90V9376189
2350=0005668083
235v=uu9878900
2350=vu9b86321
e235u=uu8735413
2330=0v1682259
2330=0035422831
2330=00331230v7
2330=0v0872833
235V=0079517937
2350=u10451123
3895=010244V64
4310°007973417
431u~yu9s52714e
4310=0V6204036
4310=0V6798637
3910=007902175
391v=uU5140263
3910=vyd179117v
3910=vve7l1633
3919=vva7114898
391v=yveIadrTiis
3593u=yu373vbbY
3310=vu728994>
3950=yud020703
3959=yy7233295
3810=09U9215035
3310=vvIdBuviey?

IO

LD u/P

3317,00
294930,.,00
146335,00
5039,00
8883,00
1967.00
2000400
710133,00
2043,00
853,00
1698,00
11800,00
36560,00
33707,00
91367.00
1V1845,00
32479,00
87421,00
47500,00
888648,00
37811.00
717714,.,00
31107,00
3100,00
4756,00
3638,00
2270400
676796,00
144400,00
50820,00
8794,00
8794,00
14322,00
12313,00
T476,00
5261,00
71818,00
926,00
1295,00
S096,00
4326,.00
125000,00
32079.,00
16451,00
55109.v0
55429.00

H-1

» QO »

f f L ECEECLCLEOCrCECELCCC I IOININMIIITIIIIIICIICCCOCE CCCEIC

Ox O

ZAFZZA2AAAZAAZAAZXTAARAXE A EXZEARAAZAAEXIFIZAZAA A A A XX ZXXZIRXXXREIXEARXRAZ XK

RIC

AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AK2Z
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AKZ
AK2
AKZ
AKZ
AKZ
ARl
AKZ
AKZ
AKZ
AKZ
AKZ

) <

CEENE =00t 0t bt JUN 2 NS NN EROLEVNOUVOERr NG ~NOUI ™ WNOO X, e 0

NEwW J/P

4233,00
347199,00
29633,00
12226,00
21552,00
4772,00
2170,00
90825,900
4596,00
1845,00
4120,00
17642,00
39668,00
39681,00
99133,00

-110502,00

76203,00
120307,00
118658,00

96422,00

58756,00

84320,00

48338,00

5638,00
5160,00
3947,00
4129,00
734324,00
169991,00

59827,00

16554,00

18521,00

33535,00

28831,00

8801,00
10231,00
16134,00

1911,00

668,00
10516,00

9340,00

303283,00

55476,00

31994,0v

S97489,0v

T0990,0v
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A11435
A15040
AY15148
A1520¢2
A15530
A15557
A15941
A16008
A16078
A224%e6
A32050
A32316
A32444
A32508
A32540
A32556
A32364
A32358

- A32570

A32371
a32sire
AS4336
A83502
AB9320
A893932
A90118
A90123
A90155
A90344
A90427
A90437
A9045]
867492
868766
Cloe531
Ci7092
Co4138
Codr46
D2uose
097014
€11043
E47)2e
ES524le
£52453
£52457
E52456)

Bl4 ARRCOM
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A REPRESENTATIVE CALCULATION

From the CDA tape of 1 July 1979:

-3

LIN NSN u/p CMC

C86076 6720-00-069-8868 A $ 9,100 B16
6720-00-890-7610 A $20,000 B16
6720-00-936-5430 B $10,000 B16

(LIN C86076 is Camera, Still Picture: KA-60)

The highest price among the three NIINs is $20,000.00. SB 700-20
research indicates that the price of $20,000.00 was first established
sometime during the period between May 1971 and June 1972 (Year Code
3). The Index Code assigned to FSC 6720 is 21 (Electronics). From
Appendix E, the value for Index Code 21, Year Code 3 is 1.694

Updated U/P = $20,000.00 x 1.694 = $33,880.00.

From the Computerized Output Record:

L AjC
C BiM Y -
LIN NSN C|0ld U/P JAJCJRIC)C|NX]|New U/P
86076 | 6720-00-890-7610 | A | 20000.00 | P {G{Bl16] 3 | 21 | 33881.00
K
N-l



RECOMMENDED C:tNASES'B%SSUOLICAHONS AND Use Part I (reverse) for Repair Parts and oate

Special Tool Lists (RPSTL) and Supply
Per use of this lerm, see AR 310-1; the prepenent agency is the US Catalogs /Supply Manuals (SC. SM).
Army Adivtent Generel Conter.

TO: (Forwerd to proponent of publication or farm) (Include ZIP Code) | FROM: ‘Activity and locetian) (Include ZIP Code)

Proposed change to DARCOM Reg 700-5

PART | - ALL PUBLICATIONS (EXCEPT RPSTL AND $C.'SM) AND BLANK FORMS

PUBLICATION/FORM NUMBER DATE TITLE
July 1978 ,
DARCOM-R 700-5 w/Cl Major Item Management
ITEM PAGE PARA- LINE [FIGURE | TABLE RECOMMENDED CHANGES AND REASON
NO. NO. GRAPH NO.* NO. NO. {Exact wording of rec ded change muet be given)
1 3-9 v 3 Add: AND PLANNING PRICES FOR MAJOR
ITEMS.

Reason: All recommended changes adapt this
regulation to include major item price updates
under the methodology and procedures described
in LSO Study 903.

2 3-9 3-10 5 After ', .. data.', add and for the development
\ 3 and publication of planning prices for Class VII
- - ' major items under ABA codes A through Q.

} 3 3-9 3-1le¢| 2 After '... factors,' add planning prices for
! 4 selected major items.

4 3-10 [3-12a(3) 2 After "",,. factors.', add and planning prices
for selected major items.

5 3-10 [3-12b | 9 Add: Planning prices for major items will be
developed annually by DESCOM, using current
FY historical indexes developed by MRCs.

6 3-11 |3-13b Add: (7) On 1l June, provide to Commander,
DESCOM, the FSG/FSC historical price index
values which will update prices from the pre-
vious FY to the current FY., The index will
normally include two components: the firsta

. correction value for the previous FY if that pre-
viously submitted value was based on tentative
data or DARCOM guidance; the second, a value
for the current FY, based on tentative data or
DARCOM guidance. The algebraic sum of the

*Relerence t0 line numbers within the paragraph or subparagraph.

W%
© NAME, GRADE OR TITLE TELEPMONE EXCHANGE/AUTOVON, | SIGNATURE
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Special Tool Lists (RPSTL) and Supply
For use of this ferm, see AR 310-1; the prepenent egency is the US Catalogs Supply Manuals (SC SM).
Army Adjvtant General Center.
TO: (Farward to proponent ol publicetion or tarm) (Inciude ZIP Code) | FROM: ‘Activity and locstian) (Include ZIP Code)
- o Proposed change to DARCOM Reg 700-5
(Cont'd)
PART 1 - ALL PUBLICATIONS (EXCEPT RPSTL AND SC. SM) AND BLANK FORMS
PUBLICATION/FORM NUMBER OATE 78 TITLE
ly 1
DARCOM-R 700-5 i‘;gl 9 Major Item Management
ITEM PAGE PARA- LINE [FIGURE | TABLE RECOMMENDED CHANGES AND REASON
NO. NO. GRAPH NO.* NO. NO. (Exzect wording of recommended change must be given)
6 3-111{ 3-13b (Cont'd) two components is the price index for
the current FY, CY and FY indexes may be used

. - interchangeably because prices are to be updated
only annually. Note: For FY 81 only, include -
correction values for FY 79 as well as FY 80

. because these two years were updated based
only upon DARCOM guidance of 8.5% for each
year. Note: By Change 1, the previous sub-
paragraph 3-13b(7) was renumbered (6).

) 7 3-12 | 3-13¢ Add: (9) Establish and maintain necessary com-
puter programs for development of the major
items planning price file.

}
8 3-15| 3-18b Add: MRCs will forward by letter to DESCOM
the annual historical price index values,

‘ 9 3-15 §{3-18(dy1 2 Add: , except for the major item planning price
file, which will be updated annually in June for
the next semiannual publication of SB 710-1-1.

10 3-16 3-18(di3 J Add: (c) Annual magnetic tape file of major item
planning prices, two years. Note: Previous
subparagraph (c) was deleted by Change 1.
p
3
3
*Relerence to line numbers within the pm}aph or subparagraph.
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RECOMMENDED CHANGES TO PUBLICATIONS AND OATE b

Por use of this form, see AR 310-1; the prepenent agency is the US Catalogs ‘Supply Manuals (SC, SM).
Army Adijutant General Center.

Use Part [] (reverse) for Repair Parts and
BLANK FORMS Special Tool Lists (RPSTL) and Supply

Proposed change to SB 710-1-1

piomm—
TO: (Forward 10 proponent of publication or tarm) (Include ZIP Code) | FROM: (Activity end locetian) (Include ZIP Code) {

PART 1 - ALL PUBLICATIONS (EXCEPT RPSTL AND SC.'SM) AND BLANK FORMS

PUBLICATION/FORM NUMBER OATE TITLE
Standard Study System and
SB 710-1-1 Replacement Factors
ITEM PAGE PARA- LINE |FIGURE | TABLE RECOMMENDED CHANGES AND REASON
NO. NO. GRAPH NO.* NO. NO. (Exect warding of recommended change must be given)
Note: All recommended changes adapt this pub-
lication to include major item price updates under
-} the methodology and procedures described in
LSO Study 903.
1 1-1 1-3n | 1 Change subparagraph title to read SSN Nomen-
clature and Price,
2 1-2 Add paragraph 1-2v. Prices reflect current FY
of this SB. Materiel planners may update these
- prices by DARCOM inflation guidance to the
desired outyear of the POM., These prices are
not valid for any other purpose.
3 ‘1-2 1-3v Renumber 1-3w through 1-3ac. )
thru
ab
4 2-1 Add: , Planning Price to heading of column ten.
thru Column will then read SSN/LIN/DODAC/NSN/
2-551 ACVC Nomenclature, Planning Price.
1
5 Same Place § in the last space (now empty) of column
ten, Updated price will then appear on the
factor line.
A
{ ?

*Reforonce to line numbers within the paragraph or subparagraph.

[ in XCHANGE AUTOVON, | SIGNATURE
;Latx NSION

ABPLACED DA FOAM 2020, ¢ DEC 65. WHICH wiLlL BR USED.

0O-3



+

[¥v]otdg]D

d]0059%100000

L6TL¥8LEOD

05¥S | 16220V

Le
2L

9e-¥ve

o) §:|

te

DD

2¢

1e-12

dN PIO

02

sse[d

61-11] o1-L
NIIN | DSJd

9-1
NIT

piodoy

vav

{SMO[[0] Be }RULIOJ
‘3108 routw NIIN ‘3108 xofew NJT ul spiodsay
‘O MY ¥ 89poD VEV YIIm sway] aole IIA ssey) 10}
‘6L61 AInr 1 Jo se ‘Qz-00L S ‘2 191deyD woiy spiodsy

—

adeaoyg
auy1 up

3208

OND
0
afevaoyg B
auvr] up

ade],
- === vaon

0861 OL ADIYd AQUVANVIS ILVAdLN OL MOTA SSAD0Ud




*p10d3x yoes jo suonjisod

Y10¥ PU® Y6g 01 I9qWNN 3poD xapu] afqedtdde ppv |

-p10331]

yoea Jo uonisod yigg 03 apoD I1edX sjqeoijdde ppv

-gonstasyoereyd aotad 1o resrshyd DS

ayj 10 ‘sarxag Idd ‘891195 Xapul DYW ay3 uo paseq

¢p ‘"' ‘z ‘1 19qunN IpOD XIpul U DGJ Yoed udissy

1 R A | spotxad apoDd uamwwl_
yojew 03 §31138 IN[RA-Q B O} S31I38 YOed 1snlpvy

‘(00 "1 = sanjeA gL61) 8L61 NIW) 6961 WO xeak
yoea 10J anfeA 3u0 ‘sanfes (] $3IpNIdUl 831135
G¥ JO yoey "S9113S X3PU] IONIISUC) /Yd1ed8AY

' m—

*apo) 183X yoes Aq pa1aAod)]
sporxad 10y [-V Xipuaddy @95 ‘8 ‘°°° ‘2 ‘1 sapo)d
J1ea}X y)m sporaad suny spoD  ‘paysi[qeIss sem

ao1ad jey; uaym porxad awny autwLiayap 03 02-00L
€S ut 59110381y 951ad Yoaeasaa NI yoesd urgiim
ao1ad 189yB1y oY) YIm NSN W) Ajipusp] *3d1ad
01 se pajepdn A[juadoal jsow sem NIT © UIyIm

ao1ad 3saydiy ayl ytm NSN Y3 jeyl :uopydums sy

-— - - - lmﬁmcmsuohv

_—— e e - =] YOIRIBDY
: Tenuepy

mojutag

L~




0058%£00000]LEJ1] 91 O | d]0059%100000] V][612¥8Lc00 | os¥s] 1s2z0v]
mnmm« W:ow.% mm%u 9e-bel ¢t 2¢ 1g-1¢ oz 61-11 o1-L | 9-1
MaN [xapujlxeax] ODIF {OWD] vAV]dn PO DL NIIN OS4d | NIT

:8MOT[0] S® PI0I3I NI'T IRWLIOJ ‘Ie[[Op }S3I1eaU O0)

a8va0jg
auyy up

NIT ydeyd
104

pIoday auQ

12N13800)

d) MON punox INJT Ul df) #3N 359481y Wm NSN puld

ip10d01 Yowes Jo mco._:mom 181G NIY) IS [§ O} JN MoN vmﬂ

S80°1 X dN P10 = 4N M3N 23ndwiod ‘g = 3po) aesx JI
Namwo.: X dN PO = dN 2N ayndwod ¢y = apo) xesy j1
.N?.wc.: X anfep xapup x

dn P10 = AN MeN sndwoy” *(weaBorxd r1ayndwod uy
pooerd sanjea xapug jo a21qe}) anjeA xapuy ayeradoadde
ay3 dn oo ‘NSN 243 I0J xaqUmpN apoD) Xapuj ay)

pue apo) xeax ay) Buisn 19t f2 1 = 9poD xWIX IT

afexoyg
aulr up

0861 Jo se
82011 g

payepdq)
ayndwo)

o

o)
.
0




P

R e e

 —— 4

1-1-014 @S ©ojut Axnjumy 103 NOODSHQ Ol —

WODSHAJ ©3 pue xosuods Apnys oJ,

jnojutxg

|—————-l

paoday
adeg,




PROPOSED PROCESS FOR ANNUAL UPDATE OF SB 710-1-1
PLANNING PRICES

1. MRCs will develop correction factors for each index series. This
) step requires the MRCs to determine the divergence between the
estimated inflation factor(s) used at the last update and the actual
inflation factor that has been experienced since the last update. For
example, in the 1981 update the following fact must be tak-en into
consideration. All indexes used in this study to update prices to
1980 used estimated inflation factors of 8 1/2 percent per year for
each of the two preceding years. Actual index changes between 1978
and 1979 and between 1979 and 1980 should be compared with the
8 1/2 percent rates and the cumulative difference determined for each

index series. This difference should then be added to (or subtracted

from) the published DOD inflation rates for 1981 to establish the over-

r all 1981 update factor for each index series.

II. CDA will develop-a listing of all major items (Mls) that have had : 1
price updates by the item manager (whether update was because of new

* procurement or for other reasons) since the last SB 710-1-1 update,

- It is assumed that these newly established prices are current and will
need no further updating. This list should include the prices of any

new LINs/NSNs added in the last year; their prices also are assumed \

Q-1




to be current. This listing might be produced by comparing the
then current SB 700-20 tape with that of one year earlier to identify

all price changes and added items.

III. DESCOM will update the SB 710-1-1 tape by performing the
following steps:

A. For LINs/NSNs found both on the list prepared in Step II
and in SB 710-1-1, enter the item manager's updated price in the
SB 710-1-1 record.

B. For LINs/NSNs found only on the list prepared in Step II
and not in 8B 710-1-1, follow current standard procedures for adding
new items to SB 710-1-1,

C. For NSNs/LINs found only in SB 710-1-1 and not on the list
pregared in Step II, multiply the price shown in SB 710-1-1 by the

update factor (from Step I) for the index series assigned to the FSC

of the item.




