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November 1, 1965

Mr. W. B. Creamer, Area Manager
U. S. Atomic Energy Commission
P. O. Box 66
Miamisburg, Ohio

Dear Mr. Creamer:

Contract No. 791-057 

We have reviewed the proposed subject contract and justification
file as requested by your letter dated October 22, 1965.

The detailed backup information in the Revised Authority to Pur-
chase is available from the AEC Programming documents and further
refined by detailed production and delivery schedules. For
instance, the figure given for total Scheduled quantity authorized
to present date of 3765 is further broken down between WR units
and TR units. You will note that no part number was assigned to
any number in our analysis. We are fully aware that the part num-
ber for training units is different from the WR units; however,
we summarize by total units. We did not propose to buy any
training units in this proposed procurement; however, they must be
taken into consideration in total requirements.

The following is an analysis of the requirements as of present
date. These figures have been extracted from official AEC Program*
ming documents and have further been refined by a change of one
unit more being received by Mason & Hanger, Amarillo, Texas, than
the records of Sandia reflected. This was prior to Monsanto's
assuming procurement production responsibility of the MC*1362.
Also, there have been some changes of scheduled and shipped units.
It is believed that the reference to misleading information and
numerical errors is possibly a matter of interpretation of data.
The following are the requirements as of present date:
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SCHEDULED

§....uleisLaychedb..totals

Quantity
Authorized

Quantity
Planned

434 308
173 0

3066 240
85 0

7 0

3765 548

Line Item

6808-57-110
6852-57-111
6829-57-108
6829-57-109
6829-57-510

OFF-SCHOULE

Sandia P.O. No. 95-3532 	 36
Sandia P.O. No. 95-3533

	
20

Off-Schedule Sub-total 	 56
.../01/1101111100
401111.0106111.

Total Authorized Units 3821

Total units on contract are 3443. This is made up as follows:

Scheduled Units Delivered to Date 	
Off-schedule Units Delivered to Date
Total Units Delivered to Date 	
Scheduled Units to be Delivered 	
Off-schedule Units to be Delivered 	

2996
46

3042
391
10

Total MC-1362 Units on Contract---- 3443

Total Authorized Units 	
Total Units on Contract 

3821
3443  

Authorized Units to be Procured---- 378
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It has been approximately seven weeks from the time this contract
was finally negotiated to present date. It must be remembered
that a cut-off point must be established where you can no longer
update the file with current data nor change negotiations that have
been consummated with the Contractor in good faith, even though
programming documentation and other conditions may change after the
cut-off date and prior to AEC approval. From the date the Request
for Proposal was sent to the Contractor on July 27, 1965, to
present date represents three (3) months. The lead time on this
item is six (6) months for a total of nine (9) months from date of
release of requirements until date of delivery.

Some quantity of MC-1362 units will have to be approved for procure-
ment for the Contractor to begin production no later than December
15, 1965, to support schedule and not be delinquent in June, 1966.
If we start today, we have only 45 days to place a new order. The
procurement cycle normally takes approximately 90 days. We would,
therefore, by necessity, have to have a Letter Contract approved
by December 15, 1965, to meet our responsibility to support sched-
ule.

Our interpretation of the Program Documentation does not preclude
procurement of a contingency factor. Procurement of a contingency
factor conforms to normal accepted practice. There is also no
attrition factor built into the MC-1362 schedule, and it is felt
that we must have some contingency to support attrition. Our ex-
perience over the past three years indicates that we have been
very conservative in the area of procuring contingency units; and,
in all cases to date, these contingency units have been absorbed
in the many changes in IP Schedules and Off-schedule requirements
after the negotiation and approval of the contract. There is no
evidence to support the theory that contingency units of the MC-
1362 Will not be needed.

If the 57 Program stays stable 60 days or until January, 1966,
another 287 units will become authorized, making the total quantity
authorized of 665 units. A renegotiation of 334 units indicated by
your letter as being the authorized quantity could not be completed
by January 1, 1966; thus, it would follow that this figure would
then, again, have to be changed and the procurement cycle started
over again. It must also be noted that it is not possible to change
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the lot size after the parts are procured and the manufacturing
process has started. The maximum lot size to start production is
250 units and yields a maximum of only 200 units after "D" test.

The Contractor was queried about a reduction of the quantity from
400 to 334. Although the Contractor would not give a formal quota-
tion without going through the normal proposal-quotation process as
established by company policy, an informal quotation for 334 units
is $59,311.00, or $177.57 per unit against a total cost for the
proposed 400 units of $66,517.00, or a unit cost of $166.29.

The foregoing was discussed in detail by Mr. Gordon M. White with
your Mr. Carroll L. Crandall.

Based on a comprehensive review of this proposed contract and all
the facets inherent in making a judicious decision, we recommend
that proposed Contract No. 791-057 be approved for the procurement
of 400 MC*1362 as submitted.

Very truly yours,

David L. Scott
Vice President,
Plant Manager

DLS:jh

cy IA - Mr. W. B. Creamer
cy 2A Mr. D. L. Scott
cy 3A Mr. G. M. White
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