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Ltr, %o Under Secre of Wayr
Subj:  Oontract W 23-088 aoe8140

Quantity
173 Avugust 1948
350 additional Beptemder 1948
280 additional Qatober 1948
380 adddtional November 19048
850 additional December 1948
350 adddtional January 1946

77 remaining February 1946 .
2000 airplames

ALL 6 the Spare Purts called for tnder Iten 2 shall be delivered in
accordsnce with Appendix No, 1 attachsd te the Contract,

£. The Oontractor is the designer and developer of the A-26
series of airplanes and has Previously meaufastured seversl thousand

airplanes of similar type with satisfactory and timely performance snd
production efficiency, '

£+ Deliveries are not conditional upon additional facilities
“being provided,

‘hs Oontract placement policies were considered and applied,
Competition was not invited for the reason that the contractor is the
principal source for the A-26 series of eirplanes. Allocation was
approved by the Joint Adreraft Committes, MTulsa, Oklahoma where the
work will be performed is in a Group IIT1 Leber Shortage Area, Fstablished
facilities exist and labor has been speclally trained. The work cannot
be placed with any other source with asswrance of obtaining satisfactory
performance and timely deliveries. No increase in employment will resul b,

' +  The Contract has been placed on o cost-plus-fixed-fee basis
because: (1) Prior contracts with the contractor have been on that basgis;
(2) the wcertainty of segrogating inventories between cost-plus-fixed-
fee contracts and fixed price centracts: and (3) complicetions in sccount-
ing. A1l other similer contracts at the contractor's Tulse plant are on
e similar basis.

Article 20 of tho Contract - Authorization and Assistance -
is a deviation from P, R. 335.6 which has Been approved by yowr offics
(Mr. Kenyon) for use in cost-plus-fixed-fee contracts with Douglas,

Jd. Contractor's letter dated 21 Avgust 1944 submitting ite

quotation on Proposal Form No, 43-1 dated 19 August 1944 and 1te letter
dated 7 September 1944 are forwarded herewith for ready reference.
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with the centractor from apprexinately 50

July 1044 S0 6 Beptenber 1944 Sased on $he oomiracter's quotation ated
19 Augunt 1944, The contractar was requested to furnish information en

the current howrly rates and

everhead and while 1% was centended that the i

quotation inoluded an excews of approximately 1000 direct laber howrs,
the contracter wes able to sudstantiate theve objeotions, After coms
sidering the amount of subcentraoting involved, the Proowing Agency
rocommended & fee of 5.75% of the entimated oo which was agresadle to

the eentractor,

Sinilar articles have been procured in the past from this |

Tasility, as follows)

V 535 ao-34433 A-28 800 $152,128,.00 '

1600 ) " .0" +00 ",u“

The reduction under the prier procurements is dus te inoressed quantities
resul $ing in inoreased efficiencies, Prices under the proposed centract
have been reviewed and approved by the Price Analysis Branch, AAF - Aly
Technical Service Command, and are considered faiyr and reasonabtle, :

. E. Contractor's quotation dated 1§ August 1944 forverded here-
vith indicates that 1t is contemplated that 56% of the werk to be performed
undsr the propesed contract consisting of assembled units and machining
operations will be subcontracted, A 1ist of the proposed subsemtracters
with the articles to be eudcontracted is set forth on Page 7A of sald

quotation,

1. ¥o rquty charges are included in the estimated cost,

o Controlled materisls are involved and are expected ;h‘ be AV
available to meet the requirements of the scheduled produstion, ;

o g+ < Spare '.Pa.r%s will be priced in accordance ﬂthhrw l—? o

of LAF Specification AN-M-9 as provided in the Spare Parts Provisioning

Appendix, a part of the Contr

, g+ Articles are re
of the War Bffort and are 1is
Fiscal Year 1945, e

act,

quired and being procured in the intersst
ted for procurement under the "E¥ .h-ogap.

3. The following iaformatien 1s submitted in oomneotion with ths

Advance Payment Articles

- 2. Article 44 of the Contract provides that sums not to sxseed

$54,518,520,00 or 30% of the
£fixed fee) may be advanced to

estimated cost of the Gontract (exclusive of
the contractor frem $ime to time.
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Ltr. to mm Representative of the ATDPR-4/2
7 Bedretary of Var %0 Nov 44
Bubjt Contraot W AB-088 ao-B5140

L, The outat balance of advanced payments will beay
interost at the rate of 9 per annum,

£ The seourity propossd 1a the specinl bank account and lien
provisions provided for in the Advance Payment Artiole, It is belleved

that the security proposed is adequate protestion for the Goverament
against loss,

& Tha Advanoe Payment Article deviates from the standard form
Yo the extent that the contractor is permitted to commingle funds received
under this Oontrmot with funds recsivod under other contracts, The proe-
visions which are incorporated in sub-paragraph (J) of the Advance Payment
Article are the same as those incorporated in previous Douglas contracts,

L. All withdrawals from the special bank account will be sude
Joeot to the prior written approval of a Oontracting Officer,

L+ Bince contractor's latest balance sheet is already on file
in yowr office, no furthsy comment is made in this comnection,

&« Contractor's character, production ability and financial
conditlon are well known to the AAF, through the processing of advance

Dayments and otheyr dealings; therefors, no comment is made in this
connection,

L. The advance payment is necessary to expedite the performance
of the Contract and is in the interest of the War Bffort, |

4. There is inclosed for ready reference contractor's letter
of request dated 8 September 1944, Performence bond has been waived,

Tor the Commanding General, Army Air Forces:

=L )rla S~

i AN
3 Inclss W. F. VOLANDT

Incl. 1 - Cont. W 33-038 sc-5140 i e e S T A
(1 Number and 2 Cover Sheets) .., 7, L"'I:C.nt BrAbl L2 dir Stare
Incl, 2 - Contr,'s Lirs. & Quotation i b s T ;;d Jsvervic;s-
Incl. 3 - Contr,'s Ltr. of Request, atd*'®
8 Sept 44,
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