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OPERATIONS COMMITTEE - FIREARMS 
M/3200 Cost-Profitability Review -2-

EXHIBIT 2-2 

September 24, 1975 

Operative Earnings (after charges for Research, Selling Expense, 
and other costs shown) were negative for th~ 1974 period. The same three 
months this year show an Operative Earnings loss of $(4l3)M, equivalent 

: to 38.3% of sales. 

!t should be recognized that the charge to the 3200 for Research 
Expense is an accounting distribution rather than the actual expense 
incurred on the 3200, and that "New Gun Costs" incurred on 3200 projects 
are not reflected in costs charged to the model. As shown in Table I, 
if these costs were fully taken into account, Operative Earnings would 
be reduced further. 

The preliminary i4 Forecast data for calendar 1976, shown in , 
Table I, are based on forecast sales of 15,150 M/3200's at the higher \\, 
price levels forecast and include the "Competition" grade quns scl:wfiuled\'~~ 
for next year. Factory Cost data include anticipated increases itlh~... ·\·;~~ 
material prices and payroll rates as well as the wage incre¥e mai.1~, '.~·:,', ·,:~~. 8:3 . 
effective in August of this year. The Forecast also as,$µitiesUthatc::a,lt~;:"" '10f<. ,,_\ .• ;t>' 
ation of g"l.ms returned for mcdificatic:in wil~ be es~~~,~~(illy ~mpl~~'!/'~·--~~~~ -J,;,~/.i'·" 
by June 30, 1976. For purposes of this review, ,.~oreca~~ data•;<~re_{?hown ··1l 
only for the 2nd and 3rd calendar Quarters and t4~ the <~ptal i~r J.f976. 

-:;:~j . .,. -~1/, -;}·~~- ~~~~. -~~· 
~ore7ast 14 data indi7ate tha1? .. li'f1Cti~il$f'..~a~;n befef.e Alti!-ration 

Cost~ will imp:i:-ove t'? somethir:g oYiVf''S-!$ of*a1.:~~'~ ·~~:i:-gel~,;.~s the res1:1lt 
of higher selling prices and incr;~;a:sed volui'it~. ·~p.:sin af£er Alteration 
Costs also will irr.prove, P~.J;:;:.i_cula:rly ,,?<fter .. ~,he 2iiilt;~Quarter when this 
work is forecast to end.,,1 ~·:r-oi?-'.'~~e ·::~o:.tl're yea~; the Factory cost of guns 
sold. is expected to.Jie ·~;~rryin<j)~o~~~: S395H,,,?f,;"'Alteration Cost (including 
applicable overhe~d)··· _,~,, '--lo .,_~, ··""".c.-

~·-;,~ f ~~~ \~~~ ~:-~~\ ~=~~ ~~~~;:f~·F:·~-
'I'he {'eyr~~cast ikf.iroy~entJJn F~ctory Margin, however, will not be 

sufficie-4,t t.~~ Y~.~~~ po~:~t~, . .Q;!i)ei-at~ve Earnings in either Quarter or 
fr:F,_ the T~ta~~~~ar, ev~. i~hi1t1 tera t.ion Costs could be eliminated next 

-~~~r;:~~~;;,:,,,~,~~'.'i;:~s'.'.itkd2~\ted if'''actual M/3200 Research expense and "New Gun Costs" 
.q~( ',~pr~$?-st'.'l;~,n7stt_y~ar were taken into consideration, t1:1e Operative 

it""''°'' '\-~, Jf""t•:n i::.~::c:::d .::: ::·:.:::r I w::~:c::. ·::::~nhal. 
~t~, ;ii~ -·;;;~~ :>«~;· 
·~1~:-, j;f 

~J~·. ~M:l• 
~·~~~r!~~, , 
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a) While Factory Margin will improve and the 
adverse effect oi Alteration Costs is expected 
to diminish, 

b) The M/3200 will not show positive Operative 
Earnings next year. 
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