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Factory Costs appearing on Cperative Earnings statements are
costs associated with guns shipped from warehouse inventory{"output"
costs) and therefore do not necessarily represent current costs cf

: producing guas because of the time lags and averaging effects of
inventories.

In view of this, a review also was made of current production
cost data. For purposes of this review, costs for the M/3200 Regular
Trap grade were used as being representative of the line,

Concurrently, the Ilion Plant established an "Objective® cost

. level that is expected to be attained by July, 1976. The "Objective”

cost level is based upon an analysis of present costs and the results
expected to be attalned from cost improvement programs after allow;ng 4

granted this past August.

It should be noted, however, that the “Objectlve“‘;gﬁ:gsenﬁs
level of cperating cost which, because of the effect ofi'ifivenkoriss,
would not be fully reflected in Cost of Sales on Ob@f&t;ve Ea: nin S
statements for several months. o5 i .

for wage, and‘@'ﬁ-e increases
_chQF?Z an:a July "'1875. This

=y represented by an averaging
d ﬁniy production costs.

The #4 Forecast cost level for the 3rd Quarter of
the year 1976. (Note: These data are not generated
in the same form as the other data shown.)

& The production cost elements shown in Table IX have been grouped
ﬁﬁr this purpose so that “"Direct Costs" represent elements directly identi-
““fiable with the M/3200 rather the normal “cost sheet"” grouping.

From the comparisons shown, the following observations c¢an be
made:

a) Prices: Price increases (totaling 38.8% on the
Trap gun through July, 1975 and 58.3% by 1976)
have more than kept pace with increases in material
prices and wage rates, serving to offset to a
degree the cost problems encountered on the M/3200.
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