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ORIG!NA/~S ,OF LANTERN SLIDE.S, USED IN LECTDRE., JUNE %8th.,'26.~ %~ #~ 

i. PRQPpSED FOI~S OF WAR DEP~T2~IEi~T COI~RACTS 
(For use ~n war or other National enBrgency~ 

Informal 00ntracts • 
PurChase Order. 

Formal Contracts ~ 
F~xed Price Contract. 
Adjustable Price Contract. 
AdDusted Oompensat~ on Contract. 

-o0o- 

2. PLROHASE 0RDEII 

(I) It's form is f~mll~r to all Governmen~ contractors. 
(2) It closely resembles l~ke f0rms used ~n l~u~try. 
(3] It ~s a brief, concise form. 
(4) It conta~n~ a term~at~onclause which linnets 

l~ab~l~ty of th~ Government to the purchase price of mater- 
~al or supphes delivered or ~n trsns~t at the t~m~ of 
termination. Provision ~ made for deleting th~s clause 
~hen so desired by the Umted States. 

(5~ It's f~eld ~s llm~ted, 
(a~ It n~y be used toprocure goods ~nar~ 

amount, but the delivery must be made 
~v~th~n 60 ,daFs. 

(o) If del~very cannot be Bale w~th~n 60 
days, the ~mount of the order m~v net 

~o0o- 

3, FEATURES C0~0N TO ALL FOP3~AL CONTRACTS 

(I] A~l ~re accompanied by a detalled ana!ysls of 
the contractor's estlmate, 

(2) All contaln provlsions for pr mrlty over all con- 
tracts not d~rectly connected ~ith w~r actlv~tles aud, 
as among FederBl contracts, ~n order of date thereof 
unless other~ise d~ected in ~Itlr~ by competent Feder- 
al au thor~ty, 

(~) ~I provide that the contractor shall furnlsh all 
necessary fac ~l~ t~es for Government Ir~pectors; t~ t 
~nspect~on, so far as practicable, sh~ll be at place of 
productlon, nmnufacture, or shlp~ent; a~l that such inspec- 
tuon, unless otherwlse prowded ~n the speclfica~ons, shall 
be final e~cept as regards latent d@fects, departure from 
spec~f~z requirements, o~ fraud, 
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3. Oont'd. 

(~) All require the contractor to exercise &ue 
ca~e zn conserv~n~ Governnent l~Opert~ and make h~m 
l~able, as a bazlee, for failure to exercise such ~are, 

(5) All contain hke clauses relatzve to transfer, 
off lc~als not to benefxt, convenant against contingent 
fees, ~onfz~ent~ al work, end undes~able snployeeso 

4, FI"XED PRICE CONTRACT. 

-o0o- 

(I) Satlsfles statute requlnng a "formal ~ontract" 
w~re ~mo~nt exceeds $500°00 and dellvery cannot be ~de 
wlthln 60 days. 

(2) ~u~table ~@r use in pu~chas~ of comm~rcl~l or 
seml-come~clal artlc les and ma~terxals to be delivered 
xn reasonably short t2me, constructlon work and ;ersonal 
SerV 3.0 eS. 

(3) Sub-contracts and sLb-contrac%ors m~t be ap- 
l~oved by the eontractlng olflcer. 

(4) Does ~_Lo~. contaxn l~qu~lated damage alau~e, but, 
in event cf negligence or ~efault by contractor, t?e 
Governm~t ~ey • 

(a) Assx@u offxcexs or agents to assist in 
exFed~t~ng work, at contractor's ~x~ense, 

(b) Purchase contract i%~s else~here and 
charge contractor wlth excess cost. 

(c) Termlrete the con~zact, payn~g c cutract 
p~ace for wor~ actually pergormedo 

(5) Contains ter~i~atzon clause, bss~ng payment 
on materlals on hand andL percentage cf ~ork co~01eted, 
less salvage value $~ereof~ Goverrment ]~y buy raw 
materials ard seml-f~n~s~d work on hand ~f desired. 

(6] De~is~on ef contracting officer i~ fln~l ~n 
all dlslout~s e~cep~, th0~~aln~ng to 

(a) Elements ~ b~ne° 
(b) F~na~c~al con~de~a%% on involve&. 

The cmt~sctor ~s sfforded an oDportun~ty to have these 
two matters determz~ed jud~c:aily, 

(7) Sure~v bor~ ~s op< ~on~l wath U~uted Ststes. 
(8) Payme~.t may be ~de for p~rt~al work perfcrmed, 

services reg~ered ~ articles dei~ve~od and sccepted by 
the Umted S~ates, up to 90% o~ the value thereof. 

(9) in thls f~rm,of contract the co~trac~or takes 
all r~sks of rls~ng prxces~ 

(I0] The G0venmment loses ~f the contractor's est~- 
mate ~s b~gho I~ does not share xn ary sav~gs which 
ms~ ~ be effecbed by the contractor. 

-o0o® 
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6. ADJUSTABLE PRICE CONTWACTo 

(I) Thls contract protects the contractor from loss 
due to izcreases ~n t~ 7~ice of labor and rraterlal. It 
also protects the Government by pl~vlcllrg that the con- 
tract prlce shall be reduced ~f there is a drop ~n wages 
or matez~al prlceso 

(2) TPe esbl~Ge p~epared by the co~tractor sets 
forth tne ~ces el labor aria n~t~-~ as ca th~ t~me ~t 
was prepared. Th~_s e~t~te l~ thenused as e b~sls for 
computing ~oustm~nts due t o changes ~n th~ p~ ~ce of 
labor @~ n~ter l a l  ~ 

(S) It dc~s not protect +,he ~ont~actor f~om l~s due 
to err~s Jn e~t]mat~Ig~ zueff~c~ei~j, ~tc.~ u~ does ~t 
protect the G~ernm~nt f~on e~ozo~-tant pr ~ces 

(i) The tots± pr~e ~ aIjustsble for c~snges ~n 
draw~%gs, s~ec±f~c~o~or~, and other condlt~or~ of the 
co ntr ao t 

(5) L~ke the other formal contracts, ~t may be used 
for the ~r~l~emeut of ~ter~als, supplies, construction 
wor~ or oerso~al serv~eso 

(6; ~]~ L~nte~ States v¢.il pay not to e~ceed 90% of 
the costs i~c~red~ concurrently ~th ~er for]~ance, but 
all requests fo~ ~yment m~st be suo~orted by ce-~f~ed 
s~m~r~es of origins& p~y-rol]~ ~e~cr~rs~ etco 

(7) The contractor n~st k~ep ~ccuuts ~n ~he s~me 
manner as ~ reqa~ ed ~n the Adjusted Compensation Con- 
tract. 

(8) The prows~ o~s as to ~ub-contracts are t~e same 
as those ~n ~ho Ad3~ted Ccm~t~ou Gor~r~ct, escept 
that no sub~cont~act~ of Y~e A~usted Co~pensa~on con- 
tract type w~ll be ~m~tbe~o As ~ ~hbst~tut~, the 
contractor, ~th the pr~ sppzov~l of the contra~t~rg 
off~cer~ ~s~ e~<~c~te sub-contracts ~ae~t~cal ~n form 
w~th ~he p~ ~e c on~rac~ 

(9) The con~ cont~ns a ~e~n~n~t~on clause 
Setting focth ~e Collc~j~ prow~_o~ 

(a) Tf the coutzact ~s to, haunted after delxvery 
a~d acc~,~t~uce of ]0% c~ ~,ze o~ the con- 
t~sct ~t~n~, the Un~te~ 8tat~s ~il pay 
the balarx~e due ~o~ ac+ual ex~eoa~tures 
utter each c~ the fo]low~ ~ad~n~. 

(~a) Preparatory cc~t. 
(bb) ~zoduct~on ~ost. 

, (cc ] Rehsb~l~ot~on cost. 
B~t ~n no case s~all the total payments under 
any of the aoove headC~gs excee~ the ad0us~ed 
amount of that head~ng~ In addition, the 
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6. Con~'d. 

United States ~ll pay that proportion 
of the estxn~ted p~of~t ~hxch the number 
of azticles accepted bears to the total 
number covered by the contract, 

TIe United States ~xl! also ~ay a~n~n~stratxve 
and general exl~nse after the ~[ate of termination, 
on the bas~s cf the amount applxcable ~ur~n& the 
calendar month of ~x~mum ~mo~[uct~on, a~ follows 

If the contract ~s le~s than 
50% completed°....°.. .... .° ~vo months. 

If 50% completed and less 
than 75% ................... 0r~ month. 

If ~5% or more h~s been 
completed....o.°.°~o....°.. None. 

(bl If less them 10% of th~ ~ompleted articles 
have been de~ve~e4 ~hem the contract ~s 
terror,ted, the U~,~ed States w~ll ~ay the 
balance ~ua for ~oct~al ex~er~l~tures~ a s  

above state~[, and ~nll slso pay, ~n lxeu 
of imof~t, 10% of the smm so payable, the 
pavement ~n l~eu of profAt shall not exceed 
10~ of the contractor's est~mate~ l~of~t, 

(I0) T~e contractor's estlm~te requires hlm to 
state the length of tlme, after completlon or ter- 
ml~atzon, ~n ~qzll stere the Government property and 
ma~er lal free of cha~ ge an~ th e rate p a ~ s quire 
fooo per month he ~ll charge thereafter. 

-o0o- 

7. ADJUSTED C0~PENSATION CONTRACT. 

(lJ ,~,~oy be used ~n l~OCu~ment of 1~aterlals, sup- 
piles, con~tructlon work, or personal serwces. 

(2) While the contrac ~or ~ubmlts a prellmlzaly 
est~r~te Qf cost, the Unlted S~ates pays all ~llo~able 
cos os actually ir~red. 

(3) It's p~rpose is to protect. 
~a) THe contractor frmn ~ll loss except 

such as may result from a fallure to 
earn N~e ~nterest on cap l tel Invested. 

(b) THe GOvernment from payln~ exorbltant 
~r~ces lot work done, servlces ~erformed, 
or a~tlcles del~veredt 
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7. ~0oht'd. ~ 

(4) No prof it ~s l~c Indsd in th~ estimate, but 
the contractor receives ~n l~eu thereof, a small fee, 
based upon the estll~ated prodnctlon cost, less est~- 
mated cost of materials a~d sub-contracts. 

(5) Ir~entlve to effect savlngs is provlded by 
permltt1~g the contractor to earn addltlonal compen~ 
sateen, based on sav~ngs effected, but thls compensa- 
tion ~s l~m~ted by the fo!lo~nro formula. Compensatlon 
equals 1/4th the percentage of savlng on or ig~nal esti~ 
mate t~rs actu~l cost as revised to eliminate ovart~me 
and s~thorlzed increases in cost of labor and ~aterlals. 

(6) C0ntractor~s system of cost accoun~l~ must be 
in accordw ~th approved practlce. 

(71 Frequent reports on costs and progress of 
work m~ be requ~red~ 

(8] Payments are ~de ~or~urrently ~wth experzl~tures, 
but requests for pa~ment~ must be st~ported by certl- 
fied ~t~nmar~es of o~g~nsl payrolls, ~nvo~ces, etc. 

(9) No part of the fee c~ additional COml~nsat~on 
~s pa~d until completion o~ ~ contract. 

(I0] O~utractor may not place sub-contracts w~th any 
vendor w~om the aon~ract~g officer des~gnmtes as 
undes ~rab!e. 

(ll) Purchase orders or oth~r reco~q~ed forms o£ 
con~nerc~al comn~tments at f~xed prices m~y be placed 
w~thout pr~or sp~oval of ~e contracting offmer, pro- 
v~ded l~ah~l~ty upon termination ~s l~m~ted to completed 
~/ork, services rendered, or ~.ater~al and supplies de- 
livened or ~n t~ans~t aT t~me of term~r~t~ono 

(12) Other f~xed price sub-contracts, car~g a 
termination zlause snn~lar to that ~n the f~xed ~r~ce 
contract, require t~ pr~or approval of the contracting 
officer. 

(13) Sub-contracts, s~m~lar ~n terms to th~ adjusted 
compensat ~on contract, Fay be executed by the aontractor 
~q~th the pr~or sppro~a~ of the ~ontract~mg officer. 

(14) CHanges ~ drawings and Sl~C~f~catlo~s are ac- 
companied by propn~t~onate ~h~uges ~n the estimated 
cost and basic fee~ 

(15) No s~ety bonl ~s required. 
(161 The contract contains no l~qu~dat~ng damage clause, 

but the G~verrm~nt i~ay exercise the same remedies against 
a delinquent contractor as are provided ~n the f~xed price 
contract. The contractor receives no fee when the con- 
tract ~s term~tedbecause of h~ default. 
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(1) 

(2) 

(4) 

(17} The contract contains a termination clause 
under whxch the contractor ~s pa~d far all ~ctual 
allo~able exp~ndxtures and receives as ~ompensat~on 
~n full, a te~-m~n~txon fee equal to twice the bssxc 
fee agplzcable to the revxsed costs, But not exceed- 
ing double the or~gznal ]~as ~c fee. 

(18) All cost records, sapported by or~nal docu- 
ments, must belreserved by the contractor for 6 ~ars 
after f~nal settlement. The Secretary ~ War m~ 
authorxze their ~nspectxon at any txme d~rx~g the 6 
year per~ od. 

(19) Wasteful methols are curbed hy a prov~sxon 
reducing the basic fee when d~e actual cost exceeds 
the estnnate. Tge fee ~s reduced 1% for every I~ 
xn~rease ~n tge actual cost, but tg~ total redtzt~on 
~u the fee m~y not exceed 50%. 

(20) Th~s contract ~s espec~al~y desirable ~n pro- 
curing st!opines dud constructxon ~ork requxnng ~ long 
t~me for completion. It l~rotects manufacturers who 
are ~k~ng war materials for t~e fxrst t~n~ and those 
not fan~12ar ~ath the mass ~oduct~on of such n~ter~als. 

-o0o- 

EXHIBIT "A" • 

~sed only xn connection v~th the adjusted ~0n~oensat~on 
contract, b~t f~rm~zconta~rang ~eta~ls of est~u~te, as 
described belmv, form a l~rt of every formal contract. 

in form, thls ~ ~m offer from t he  oomtractor settlng 
forth hks 9r~ce ~ scgedu~e of del~verles. 

It sets forth, In deta~l, the L~terlals, facllltles az~l 
suppl ~s to be farnlshed By the Unlted States. 

Resolves the total prlce ~uto three elements, as follows: 
(a) Preparatory Cost- ~hmh Is subdav~ded into 

cost ~ arranglng, assembllng, an~ preparlng 
fac111ties for production; patterns, gages, 
Digs, fxxtures, d~es, etc., experimental work, 

addlt~o~ml fac~lltles, and government faclllt~es. 
(b) Productson Cost -~l~ch ~s analy~ed !n the "Deflnl- 

tlon of 0osts '~, 
(c) Rehab~l~t~tlon Cost - a flz~a sum determlred by 

negotlatlon, as payment lu full of the cost of 
rehabilltat~ng the contractor's plant. TK~s 
sum xs redt~ed xf the contract la cancelSed 
before co~plet~ of the prepzratory work. 
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~HIBIT "A" - cont'&. 

All ~hens ~n t~e estimate are also subdivided 
zn%o tv~o cl asses, as follm~s : 

(a) labor and Overl~aa. 
(b) ~ter~als aul Sub-contracts. 

-o0o- 

8. THE DEFINITION OF OOSTSo 

(l} Does not l~rescrlbe any deflnlte form af account- 
Ing, but requires that the contractor's accountlng system 
pern]it the ready ascertalnment of costs a~ curl Ined in 
t~ Deflnlt~on ~ Costs. 

(~} Requlres t~ contractor To furnlsh the contra~t- 
~ng officer ~zth ~tch cost data as the latter ~ re- 
qu~ re ~rom t ~ms to t rare. 

(3) Slrce rehab111~atlon costs are fully covered in 
~h~Blt A, ~t treats onl~ of preparatory and productlon 
costs. 

(~) It provldes that the preparatory cost sh~ll In- 
clude dlrect labor, d~rect mater ~al, and "overhead, as 
deflned under ~ro~uctlon cost. 

(5) Def~es l~Oductlon cost as follows 
"All expenditures, other than those made ~or 

preparatory or rehabll!tat~on ~ork~ ~hiah necessarily re- 
sult from the performarze of work covered by the contract, 
or ~h~ch, ~n the op~h~on of the ~ont~act~g officer, are 
reasonablp ~na~de~al thereto, sh~ll be cons~dm~ed as 
elements of product~ on cost unless s~ec~f~cally excluded 
by the definition of cos~ or by the coAtract." 

(6) D~v~des produat~on costs ~nto ~ree elements, as 
foll o~vs. 

(a) D~rect labor 
(b) D~rect mater~al 
(c) 0verheaa. 

(7) Defines direct labo~ a~ "Wages ~d for labor ex- 
periled on product ~on ~ork eoversd by t~e aontract, and 
~h~ch may be charged d~rectly to su~hwork." 

(8) Requires the contrac~tur to m~nta~n a ~ card, or 
• n construction contracts a 8a~ly ~n~ record, for every 
employee, d~rect or ~rect, work~rg wholly or partly on 
work tun~er the ~ontrac~. Only executives an& profess~or~l 
~en are exempt~ A s~ry of these cards must be pre- 
pared for each ~y-roll per ~cd. 
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8. DEP!NITION CE COSTS, cont'&. 

~3) (90 Deflnes d~ect materlal as "all imterzals 
and components purchased by the contractor, en@~rzng 
xnto and/or fo1~n~ng a part of th~ work covered oy the 
contrac ~, or othezwlse suscep~zble of being cl~rged 
d~rectly aga~ns ~ such ~ork." 

(10} Requires ~tgr~als ptwc:~sed for use ~n con- 
nect~on wzth the contract %o be store& apart from other 
materials. Hol~s the contractor to strict accountab~lzty 
for all such mater ~al, 

(II) It reql/3res each ~ssue from stores to be evz- 
deuce& by a stores requisition. These ~zll be aucl~ted 
a~ d~szgnate& periods by the Gove~nent azelt~s. 

(12) All steps ~n the handling and d~sposal of 
scrap ~re subDect to the a~proval of the contracting 
offlcer. Proceeds of sales of scrap ere credxted to 
the account of the con~ract~ 

(13) Overhead ~s &z~.~ae& ~nto two parts" 
(a J Plant exre m ~ 
(b) Admzmst~et~vo s~ud general e~^enseo 

(14} Plant expense Inclt&es all authorized ~tsns of 
cost ~ncu~rSd ~n conrectxon with tPm work, but v~h~cn 
cannot be charged d~ectl~ against any of ~ts unxts. 
Plant exfense nat be ~hv~ded up as follo~vs 

l~/1}er~l slon and 
clef ~c al sala~les. 
Indl~ect Labor o 
Suppl zes. 
Repair s. 
Insurance on Plant. 
Deprec zatlon, 
P~v or, 

Water 
Small tools. 
L1ab_~l!t~ lns~ranc e. 
L~ght and heat. 
Safety, flre, etc. 
Trans£ or tatlon. 
Taxes on plant. 

(15 ] Admznzstratlv~ and general expense colislStS of 
those items cf cost necessary or reasonably znc~dental 
to the adnz~istratlve or general offlee actlvz%les of the 
contractor's plant. It may be subdzvlded an follows 

Salarzes of execut~veso 
Salaries ~ ¢ff~ce employees° 
S~Isrzes of engxneerz~g dep~rtment~ 
Ta~'~es on offlce bullalngs and eq~ipIJent. 
L~ght, heat and power. 
0ff~ce statlonery an& supplies. 
Postage, telephone ana telegraph. 
Net loss on o~eratzon of eomm~ssary. 
Tray el ~g expense. 
Inc zdental e.'~e nses. 
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8. DEFINITION OF COSTS, cont'd. 

(16) Overhead or ~ts c onat~tuents n~y be 6hstrlbuted 
by any methc~[ conformzng %o goo£ accountzng practzse. 
The i~nl&ed States w111~ of course, p~ only zts pro r~ta 
share of a~ ~%6m. 

(q7) No payments ~II be made except ugon presenta- 
tzon of stmm~ar~es ir ~ps~ed from original cost records 
~n~ certzfzed ~y the Government audx~rs. 

(18) The followzng ztems ~ll not be ello~ed as ztems 
of cost on the AdDusted Com_wensation contract, expendi- 
tures made on behalf of these ~%~ns ~zll not be re~m- 
bursed by the Government. 

Federal Taxes. 
Interest on /rives%me ~t. 
Bad debts. 
Oontr~but z o m s  tO 

charity. 
Enterte~ nine nt. 
Pens ~on payments 

excel% zn stated 
cases. 

Fire Ins~rauce on govern~ 
~ent proper by. 

Interest pa~_& on debts. 
Payments into reserves 
for debts. 

Reserves for bad debts. 
Bro~rege fees on corn- 

met clel l~ap er ~ 
Lzfe znsurame premx~ns, 
where contractor ~s 
bene f~clary. 

Salaries anl expenses cf sales, advemt~szng, 
credit, ~llectz-on ar~ legal departnents. 

Salarles er~l e~l~enses of experimental and re- 
search departments no% dlrectly er~aSe~ 
on ~k under the co ntract, 

Expen!itu~es for l~tents, royalty ~n~ents, etc., 
n~t laczdent to york done under the contract. 

Exrenses of subs Idlaz2 or holdln~ comp~nles. 

--O00- 
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Total Estimated cost ................... $i,000,000 
Estz~zted cost of nzterlal end 

sub-contracts,,..o.,...,,.. ..,,,..o.. 
Remalnderoo ..... .o ,o,., o ......... ,oooo. 
Fee (4% on r e m a z n a e r  ) . . . . . . . . . . . . . . . . .  
A c t u a l  O o s t  ( e x c l u s i v e  o f  f e e  ] . ,  . . . . . . .  ° 
Proflt, if fixed przce contract,,, ....... 
Savlng under compensatlon contract,.,,.,. 

or percentage of savzng ............ , 
Cpmpensatlon (1/4 percentage of 

sav1=g x . . . . . . . . . .  . . . . . . . .  . $ 
Fee plus compensatlon .............. b ..... 
~tal proflt as percentsge of cost 

under compensatxon contract.,.,,,,,. 
Total p~cfzt as nerr~ntaFe of cost 

under flx3d pw~ce contract,,.. ,o.,° 
Sav~ng to U.S, ower f~xed price contract, 

O~@o@mm,.4..@eo..s~m.m.m,e,,o~.m.@° 

500,000 
500,000 
20,000 

800,000 
200,000 
200~000 

20% Of estzmate 

40,000 
60,000 

2 5  % 
17~ of cost 

1 $ 0 , 0 0 0  

-o0o- 

Estimated Total cost .................... $i,000,000 
Estlmates cost of materlal and 

sub-contracts .,,,... o... . ,., ... 
Remainder..°,.., ..... . .o.....,.. ,o. 
Fee (4% on ~emalnder),,,° . . . . . . . . . . . . . .  

Actual cost (excluslve of fee )o ...... o 
Loss of contractor in case of 

flxed prlce contract~9oo..1. ....... ° 
Penalty in case of compensation contract° 
Proflt of contractor (feeless penalty] 

In ca~e of comoensatlon contract .... ° 
Loss of contractor as percentage o~ 

est~nated cost under f~xed przce 
contract,. .... ,°,., .... ° ............ 

Profit of contractor as ~ercentage of 
estimated cost under compensation 
contract..,....,,..., ....,. ,. ..o.. 

500,000 
503,000 
20,000 

1,200,000 

200,000 

¢ ooo 

16,000 

Q 

1.6% 

- 0 0 0 -  
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Total estlmatea cost,°.., ................ $I,000,000 

Estimated cost of materlal and 
s~-oontractSoo...°..o.-'°'" ...... o'° • 

Rem~lr~er°..o. ....~ ......... o-o''° "'" 
Fee (4% on femaander) .... ° ............ .- 
Actual cosf (6xcluszv9 of fee ) .......... • 
Proflt~ zl f~ xed price contract.°., .... • 

Sav~ng under COml~nsa~on contract. ....... 
or percentage of saving ................ 

Compensation (,/4 percentage of sawng 

o o ~ t )  . . . . . . . . .  . . . . . . . .  . . . . . . . . . .  , - . -  $ 
Fee plus con~ensatzon°..o ....... • ........ . 
Tota, p~o~ as oeroen+age e~ cos~ 

under uo~ensallon contz~ct.~o.~oo,. .. 
Total profut as perce4tsge of cost 

undez f~xed price contract...., .... o... 
Sav~ng to US° over f~Eed prince contract~., 

or.......,......~ ................... . $ ~2o~000 

500,000 
500,000 
20,000 

600~000 
400~000 
600,000 

40% ~f est. 

60,000 

g3~i/~% of cost 

- o0o- 

Estln~tedTofal Costo,..,. ........ • ...... , $1,000,000 

Estzmatgd cost of mater~al and 

m~b-contracts....o..........°..o ..-°-. 
Rema~nder.o.. ..... • ........ 11 ............ 
F e e  (4% on remainder ) o  . . . . .  , , o o . .  . . . . . .  . 

Actual coat (6~c,~slve of fee },,, ....... 
Lo~s of toni%actor in case of flxed 

prlce contract ~ .... • ............. 
Penalty in case of compensation cout~act[[ 
Profzt of contractor ~fee less penalty) 

Inca~e o ~ compensatzon ccntracto....~.. 
Loss of con~rac6or as percentage of 

estzma÷6~ cost L~nder fzxed prxce contract. 
Profz~ of contractor as percentage of 

estzmated cost under compensation contract, 

500,000 
500,000 
20,000 

1,4009000 

400,000 
8,000 

12,000 

4o% 

-000- 

11. 



Total estlmated[ COSt, . . . . . . . . . . . . . . . . . . . . . .  ~ 1,000,000 
Estimated cost of matermal & subcontracts .... 

Remalnd~r . . . . . . . . . . . . . . . . . . . . . . . . . .  
Fee ~ % on remalnder) ..................... 
Actual cost (excluslve of ee) ............ 

P~oflt, if flxed prlce contract,. .... o~°° ... 
Savlng under compensatlon contract ......... + 

or percentage of sa~'lugo, o. .... ..°,.,.. 
Compensatlon (1/4 percentage of saxlng 

x c o s t )  . . . . . . . . . . . . . . . . . . .  • . . . . . . . . .  .~ 
Fee plus compensation ...................... 

~otal proflt as percentage of cost under 
compensation contract, ................. 

Tot~l profit as percenLsge of cost under 
flxed prlce contract ........ .o. ..... ...o. 

Sawng to uU.S. over ~1~ed prlce contract .... 

500,000 
500,000 
20,000 

300,000 
700,000 
700~ 000 
70% of est. 

52,500 
72,500 

2o9-Iy6~ o~ cos 
627,500 

-o0o- 

Estlmated total+cost ...................... $ 1,000,000 
estimated cost of r~terlal & sub-contracts. 
Remaxuder,..,.......... ..... °..+ ........ 
Fee (4% on remalnder) ............. ° +.. 

cost. 
Loss of contractor In case of 

f~xed prlce contract, .............. 
Penalty ~n case of compensation contract.... 
Proflt of contractor (fee less penalty] 

!n case of compensatlon contract,,,.°°.,. 
Loss of contractor as percentage of estx- 

mated cost under flxed price contract.... 
Proflt of contractor as percentage of 

estmn~ted cost under compensatlom contract, 

500,000 
500,000 
20,000 

1,700,000 

700,000 
i0,000 

I0,000 

- o O o -  

2. 
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- -- C O M P E N  s A T I o ? )  

/'~,. #" "u"h $2q:ooq s2.,ooo ~,,,000 S20,O00 ~ . . . .  FEE 
$40,000 ~ $52,500 

. 11, ,oo.ooo 
, , / LW %" ...... }-"" 

: I # : ~x 

$50q000 
I:// :- 

/ 

/ 

/ 

J 
/ 

/ 

/ 

/ 

s5oqooG 

¢, 

x / : 

,> 

,, , ,  / 

ACTUAL 
COST 

$800,000 
: 

# 

~,6qO00 

$34.0,000 

$64~ 500 

ACTUAL 
COST 

$ 3 0 0 0 0 0  

i 
i 
l / 

ACTUAL 
COST 

$600,00G 

f 

: 

f 

~'-$AVING TO U,~* 

>-ACTUAL COST: 



- LABOR ~ - --:- ' l°°z':~z:d~IL--~-.2:. ' 
~ MATERIA L S ~-------  

OVERHEAD I SUB-CONTRACTS 

ACTUAL COST $1,200,000 j 
_,_________: ~ ,___ ~ FE E $16,O00 

ACT~UAL COST $1,400,000 " 
I 
{ 

I 
I 

ACTUAL COS~' $1,70q000 
I 
I 

.1,_,. 

FEE $12,000 

FEE $ lO, O00 

THE FEE IS REDUCED 1% FOR EACH !~ IN EXCESS OF ESTIMATE 
LIMIT OF" REDUCTION IN FEE tS 50% OF ORIGINAL 


