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Declass Review,

29 May 1862

Pleage Reference:

Cantral Intelligence Agency
2430 P Sweet, N, W.
Wwashington 25, D. C.

25X1

Attention: | |
Contracting Officer
Subject: Tagk Ordar No. 1 : ' 25X1
Refarences:
Mlamen:

Pursuant to the requirements of the subject Contract, the Contractor has c:no:;::
pleted an anslysis of performance under Task Order No. 1 and computed :; %
mates to complete. This analysis indicates that qomp!.arﬂon of perfon;m cn;‘-
axclusive of fixsd fes, will require funds in addition to those pres:hn: y © -
mitted under this Task Order. Sevaral factors have contributed to aafmuima
ment for additional funding. Of prime significance is the application

genersl and administrative rate which has exceeded the sstimated retas
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included in the referenced proposals by the Centrector. S3imilerly, anticipated
recoverable Mamufacturing and Enginesring overhead rates have axceaded the
bid rates. The combination of these factors amounts to approximately

| which represents the major portion of this request for additional
funding. The percentage rates which we anticipate recovering are explicitly
defined {n Enclosure 1. .

In eddition, the following factors contribute to this requirement for additional
funding: ' '

A
25X1

A. Our estimates indicate Manufacturing direct labor dollars will
axcesd the original bids by approximately ‘These
additional sxpenditures were required as a result of machanical
problems encountered in the scanner and rotating mirror
modulated lght source as well as redesign and modification
which were nscessary. In addition, during the performance of
this program it became apparent that the precision and tolerances
required to febricate portions of the image enhancement equipment
dictated the use of Manufacturing Department facilities and capa-
bilities in lieu of the use sxclusively of mode! shop personnel and
techniques as we had originally planned. This changs in the
philosophy of perfermance sontributed to the necessity for addi-
tional Manufacturing direct labor dollars.

25X1

B. Direct material costs are estimatad to exceed the original bids
by epproximetely| | This additional expenditure was
required for the replacement and design modificstions of the
mechanical portions of the equipment which ate dizcussed in

the previous paragraph.
25X1

The net sifect of the above factors has resulted in & requirement for an addi-~
tional| , A Cost Analysis of actusl costs incwrred during the Con~
tractor's fiscal years 1860, 1961, and through 1 April 1862, as they ralate to
the estimates utilized as a basie for contracting and a reconciliation by cost
elemant, is forwerded herewith as Enclosure 1 for your review,

" The above dollar amount ts determined, in part, by the applicetion of over-
head and general and administrative rotes based upon costs recorded in our
books of account, The percentage rates reflocted for our fiscal yeer 1960
are those which have been negotiated and determined by final audit with the
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cognizant suditor for the Department of Defense and have been applied in
gettiement of all Department of Defense contracts for performance during ..
that period. The Contractor ts presently participating with the Department of
Deafense auditors in the negotiation and determination of final overhead and
general and administrative rates for fiscal year 1961 which will be applied
for reimbursement of all cost reimbursement typa contracts with the Depant-
ment of Defense for that period. The percentage rates which are raflected

in Enclosure 1 for our figcal years 1961 and 1962, represemnt the Contractor's
estimate of anticipated recoversble indirect costs based upon our records
and books of sccount.

The delivery schedule as defined in Supplement No. 3 to the subject Task
Order remains unchanged. {i.9., Completion dete for the performance of
work under this Task Order is 15 August 1962.)

It is requested that an appropriste contractual emendmant be issued agsinst

Task Order No. 1 to the subject Contract fo provide for an adjusr%
estimated cost of| end no change in the [ﬁxn;u% 25X1
resulting in an aggregsate total cost plus fixed fee of In the 25X1
avent additional information may be required, please contact |

director of contracts, at

25X1

25X1 Very truly yours,

25X1

q

GEIlb

Enclosure 1 - Cost Analysis

25X1
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the system. A newv glass mirror of copnsidersedle thiciness hss novw been
instelled and the can follower which wes ceusing the Yending effect has
been repleced by mechenical gesr trein. A photo multiplier tube, to-
getber with an inverse feed-bsci: circult, hns been installed to eliminste
the former difficulty with the cutput meterisls vhich exhibited signs of
unevenness In density. Worl: om this instmment is progremmed to be com-
pleted by the end of June, gt which time the verious components will be
placed in the console end final {est end evelustion confucted. During
the interim period some output peterials will be sent to this office for

prelimiamry evaluation.

25X1
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