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-CHAPTER V, DEVELOPMENT AND PROCUREMENT:
CONTRACTING FOR THE U-2

In early December 1954, IL.ockheed Aircraft Corporation, the

Perkin~Elmer Corporation and Pratt & Whitney Aircraft were given

verbal authorization to proceed with work on the airframes, engines

and photographic equipment for Project AQUATONE. Pratt & Whitney
Aircraft was covered by an existing Air Force contract; the other two
companies required a preliminary letter contraét as soon as poséible
to cover the costs they were béginning to incur. Before proceeding
with contracﬁ negotiations,‘ in order to give the Director of Cehtral
Intelligence the benefit of Air Force judgment as to the reasonableness
of the Lockheed proposal and the reliability and efficiency of the corp~-
oration, Mr. Bissell obtained a letter of endorsement signed by

Mr. Trevor Gardner on 27 December 1954 (Annex 19). A similar
endorsement with regard to the proposed photographic ;equipment was
obtained from Lt. Gen. Putt on 14 January 1955 (.Annex 40).

Lockheed Contract

The original negotiations with Lockheed wére carried out in
December 1954 by the General Counsel, Mr, Lawrence Houston, with
Mesrsrs. C. L. Johnson and Robert Bias, An agree.d Letter Contract
was signed by the company 3 January 1955 and n;gotiatidns began
| ~ andle via BYLHAN
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immediately on the definitive contract. A '"Record of Negotiations,
Contract SP-1913" {(Annex 41) sets forth complete details of the con-
tracting process and agreement‘s reached as to price (‘$22, 500, 000); |
terms (fixed price, | redeterminable lupwa,.rdv oi downward at delivery of
first aircraft or at the time 75% of costs are ipcurred); and payment
plan. Appendix A of Annex 41 sets forth the scope of work. The
original scope of work was increased during the life of the contract
by nine major items, 'including si?: c'hanges to the aircraft, amounting
to $2. 8 million. Even with these added charges the final contract
price for the original twenty U-2 aircraft was well within the Lockheed
est.imate.

A concise hi‘stozfical review inb outline form of Cor;tra.ct SP-1913
from its initiation in January 1955 through final settlement in May 1958
was prepared by Lockheed and will be found at Annex_ 42 Final cost |

figures were as follows: .

Cost . $17,025,542

Profit ' 1,952, 055

Final price ' $18,977,597

Saving from original : _
estimate $22, 500, 000 3,522,403

Reasonable allocation of the price would provide the following prices

for items as indicated below:
2
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20 airplanes ($656, 948 each) $13, 138, 966
Spare parts 3,153,858
Ground Handling Equipment 500,519
Special Hatches 765, 644
Spare Parts Packaging ’ 254, 140
Miscellaneous Items 1,164,470

The methods of Lockheed's Advanced Development Projects
(ADP), known familiarly as the ""Skunk Works', were a major factor
in the development and prbduction of the U-2 reconnaissance system,
This division of Lockheed had been in operation since 1943 but until
the U-2 was put into production in 1955 the ADP produced only experi-
mental prototypes. The development of a production capability by ADP,
using the simple, direct techniques of the original "Skunk Wozrks''as
opposed to the more involved management techniques used on other
comparable projects, allowed for reductions in cost and time which
led to the successful fulfillment of this contract.

In a report on ADP methods written in May 1965, Mr. Johnson
said:

"The 'Skunk Works' method of operation can be used

only when the government, on its side, grants the manufac-

turer an unusual amount of responsibility and freedom of

action in the over-all management, development and produc~

tion aspects of the program. It is necessary that both the

government and the manufacturer have small, competent
project offices to work together, and that contracting meth-

ods be direct and simple. There is no place for the extensive

3 N

Handie via BYEMAN
Control System




B
()]
th
el
Q)
b2
e
]

-
supervision of industry by gwovernmentﬁ/hifch is now so
common under Air Force /Regulations/...The objectives,
however, of many of these regulations must be obtained
by straightforward, simple management revolving around '
the concept of using a few good people on ea,ch side to do
the job. ' 1/ .,

|

Perkin-Elmer Contract "

In December 1954 the Perkin-Elmer Co:é'poration was requested
to take on the production of the photographic equipmént for the project
which had been designed by Dr. James Baker, The original approach
was to Mr. Richard Perkin, President of the coml'nany, who agreed to
undertake the work. Dr. Roderic M. Scott was also knowledgeable of
the program since he, as Chief Scientist of Perkin~Elmer, had pre- -
viously worked on the optics problems with Dvr.‘ Baker,

The company began preliminary planning and preparations for.
the work on the basis of verbal agreemient that aéredeterminable,
fixed-~price contract would be negbtiated bgtween the Agency and the
corporation when the complete scope of work and cost estimates were
known. A Let"cer-Contract was signed 5‘ J"anuary 1955 authorizing ex-
penditures up to $2, 5 million, but it took four moriths‘ of negotiating

to arrive at a definitive contract. The principal cause for delay was

1/ LAC/ADP Report No. 5P-782F, 25 May 1965 "Some Comments
on ADP Operation' by Clarence L. Johnson. v

4
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the insistence by the Perkin-Elmer representative (Dr. Sc.:ott) on a
strictl}r commercial type contract with a fixed price not subject to
redetermination-and at the same time thé Agency Contracting Officer’s
relﬁctance to enter into a fixed-price contract for articles never pro-
duce;i before and for which half or more of the cost represented a
subcontract. (Perkin-Elmer had offered a sub-contfact to the Hycon
Manufacturing Company o£ Pasadena for the actual building of the
cameras for the project.) The Contracting Officer proposed a
government contract binding on both parties, wh?ich would remain in
the background, and a commercial order which the contractor would
use overtly and bill against as a security me:asure within the corpora-
tion. Dr. Scott agreed to the dual type of contract but clung to the
idea of a fixed price. He also wished, because of the device of 2
straw corporation represented by the Ag‘encj:r‘s New i’ork cut-out
thréugh which Perkin-Elmer was to djeal,l a.r%d because of deviation
from Armed Services Procurement Rlegulat‘izonbs, to have the final
contract signed on behalf of the Government by an officer of at léést
Cabinet rank. ‘
Negotiatio@s bogged down and the Letté;r Contract had to be
extended while a mutually accepta‘ble. k:or_xtr?.;:;: was 'ﬁé)f};ed out. .The
| 5 1
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contract fi:zmally signed on 5 May 1955 was 'Agenc;y-isterile but not-
Government-sterile, It called for 36 A-l vcamez"as;, 27 A<2's,
6 B's and 6 C's, with a target price of $5, 085, OO(j) ($4, 750, 000 cost
plus $340, 000 profit), redeterminable at the time :75% of the cost
. |

had been expended. |

liven before the contract was signed, the fii‘st of many modifi-
cations to the original photographic configurations was being drawn up
in an effort to cut down weight of the payload to acceptable limits and
to simplify the system in order to avoid logistic and field maintenance
problems. A 24-inch lens was standardized for the A configuration
(rather than both 24-inch and 36-inch lenses) and it was agreed tha.f
the marginal value of the 12-inch split vertical cameras in the original
specifications of the A-1 and A-2 did not warrant their inclusion. At
a meeting on 11 March 1955 with Drs, Baker and Scot’c, the weight
problems of the B and C configurations were reviewed;

, "It was brought out that film weight for the B could be
reduced from 320 pounds to 250 pounds by reducing stereo
overlap. With development of a 2 mil base film there could
be a further reduction to 180 pounds and with other weight
savings which could be accomplished it appeared that the B
could be brought down to 460 pounds (the military load spec

was 450 pounds).

“The C configuration weight as proposed was 698 pounds
and therefore only a radical change could bring it down to

~ Handle via BYMAN
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maximum weight allowable. Dr, Baker proposed modifying

the camera for focal length of 144 inches rather than 200,

developing thin base film and high gamma emulsion to make

up for reduced focal length, With these changes the weight

might be pared down to 442 pounds for camera, film, chart-

ing camera and periscope. ' 1/

The first flight test of the A configuration took 'place in September
1955 and continuous correction of malfunctions, reworking of parts and .
refinement of techniques (including the training of ground crews in the
proper handling and loading) were necessary before operational readi-~
ness was reached. The A-2 configuration was deployed first with
Detachment A in May 1956 and was used exclusively for the first year
of operations by Detachments A and B. The A-l was not flown opera-
tionally until October 1957 by Detachment B and it was also used with
good results in typhoon hunting missions in Japan by Detachment C,

The B camera was slow in delivery and functioned poorly during
the Detachment B combat readiness tests in July 1956 due mainly to
shutter trouble. After reworking and further testing, however, the
B cameré. became the workhorse and was used almost exclusively in

the U-2 from the summer of 1958 through 1966 with good results. The

first C camera was tested in December 1956 and in January 1957 had

l/ T8-103289, 21 March 1955, Memo for the Files by H, I. Miller.
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one effective mission; itv'was never used operationally, however, due
to complex optical problems inherent in the design, and was lé.ter
shelved.

Amendments to the original Perkin-Elmer contract covered the
furnishing of ground suppoxrt e_quipment; the redesign of shutters,
lenses and other components, and overhaul éf cameras, Separate
contracts were negotiated for the furnishing of technical personnel to
service the equipment at fofeign bases. | |

On 10 July 1958, Perkin-Elmer ‘made final settlement of its sub-
contraEt with Hycon on the following basis: $3,707,148. 60 approved
cost; $329, 160 profit (8. 77%); $69,914 _allov?ed for California tax
expense; total $4,106,000. Subsequent deaiings with Hycon by the
Project were by direct contrac’# with that coﬁ;pany.

Final negotiations between CIA and Pex{kin‘«-Elmer on the prime.
contract were held 23 July 1958 to redetermiéxe cost and establish |
profit, Perkin-Elmer's portion of the final %;c%rice was $2,614, 141,

including 2 12% profit, which together with the sub~-contract cost

totalled $6, 720, 141 (later adjusted to $6, 698, 906. 11 in May 1960). Of =

this total approximately 6-1/2% represantedi procurement for the Aix
Force which was reimbursed with Airf‘orcé 'fux;zds.
8
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Ramo-Wooldridge Contract

The electronic equipment called for gmmw the Project Outline
included: 12 sets of electronic search equipment .ﬂo be used on photo-
graphic missions, together with 3 sets of automatic FERRET eqguipment
(total $3 million). Prior to the Agency's assumption of major Hmmwoﬁmma.
bility for the joint project, the Air Force had chosen wmgo:,é‘ogmwwamm
to produce the electronic equipment on the &mooggmsamﬁg of
Mr. Donald Quarles (at that time Assistant Sec Hmwwu.< of Defense for
Research and Development), This choice was @ﬁ.@mﬂowmm by Mr. Ralph

Clark (Agency ELINT Staff Officer) since he believed Ramo-Wooldridge

skills were mainly in the field of radar rather than search equipment

for ELINT collection. Dr. Edward Purcell, member of the Land Panel
and adviser to the Project on meo\nHosw.om“ also questioned the choice |
on grounds that Ramo-Wooldridge was fully occupied with its missile
contract.

On 5 January 1955 Dr. Burton Miller, | representative of Ramo-
Wooldridge, met with Mr, Bissell at Project mmwaacm.ﬂﬁow.w, with
Messrs, Clark and Purcell also @H,.wwwa. Mr. Bissell wished to
determine whether Ramo-Wooldridge had the resources to do the job

and whether they could give it the priority required in view of their
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other commitments. He also wished to get agreement for |

Dr. Richard C. Raymond of Haller-Raymond-Brown to consult with
Ramo-Wooldridge in order to benefit from his experience in building
electronic equipment.

Dr. Miller assured the group that Ramo-Wooldridge was anxious
to wWWw on the job and was desirous of aw.<mnmwm<w5m oogwmg..woﬂiﬁmm
(half of its assets were now tied up in missile contracts). There were
plenty of cleared personnel already working on other CIA contracts who
could be put to work on the new .?.VU and thus he mmﬂgwﬁmm the first units
could be built by August 1955, Dr. Miller's confidence and persuasive-
ness Awammm to Mr. Quarles' recommendation) obviously quieted any
doubts of those present since a letter of intent to purchase the equip-
ment from Ramo-Wooldridge was carried to Los >ﬁmm~mm, for signature
/”cwﬁvwb the week.

At a meeting with UH. Miller on 17 February 1955, Drs. Purcell
and Raymond and Messrs, Ralph Clark m.bm. Herbert Miller reviewed
the electronic components to be fabricated w.b@ mmam type of proposal
required from Ramo-Wooldridge to support the writing of a definitive
contract. At the close of that gmmﬁﬁw Dr, ,muﬁn.omm. noted that Wm was
favorably impressed by the planning work done thus far and that he

10
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believed that Ramo-Wooldridge could be counted on to come up with

1/

the desired results, —

On 7 March 1955 the Project Contracting Officer presented a copy
of the proposed contract to Dr. Miller whd acc;c_pted th'e_ terms on be‘-_v LT
half of Ramo-~Wooldridge with only a few minof chénges. Principles
agreed to were as follows: |

a. The contract would be a cost-plus-fixed-fee type with

fee of 8-1/4%. (The Contracting Officer's findin;gs to sﬁpport use of a
cost-plus -fixed-fee contract_wére that the e#act nature and extent of |
the work covered and the precise method of performing the w§rk could -
not be established in advance but must be subject to improvisation and’

change as work progressed; therefore costs of performing the work

. could not be forecast accurately enough to set a fixed price.)

b. Audit would be by local Air Force auditor;s; they would’
not be knowledgeable of Agency interest..
c. Ramo-Wooldridge would bill weekly costs plus 90%

of the proportionate fee.

- d. Amendments for additional work would be is sued as

1/ £8-103279, 17 February 1955. Memo for thé Record by H. I. Miller,
™ Subject: Meeting with Dr. Burton Miller. : o

| 11 .
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soon as scope of work and costs were known;ith_e esi};imated cost of
the first phase was $309, 600 £$286, 000 plus fee of $23,‘600).

A contract {No, A-101) in the above amount was sighed on
31 March 1955 for the provision of 12 sets of System I. (See Annex 43
on electronic equipment for configuration of electronic systems used
by the U-Z. ) Before the definitive contract could be negotiated, the
specifications for the first electronié packagebsv Were‘ alre_ady'ina;
state of change.

The first and second amendméﬁts to the éontfacfc Wi.th Ramo-
Wooldridge authorized an engineering study and the building of a
prototype of a communication and 'naviga.tion system for the U-2,
System II was an automatic digi.tal transi'nissi.on system designed to
operate over.a range pf 4, 000 miles using ionoséheric sensing and
high frequency band, Communication between pilot and‘ground stations
was to be by ""canned' messages. An auto%natic frequehcy changer,
pre-programmed for replying to ground sta.tionb interrogations, was
incorporated originally but was removed on the theory that' any -
emergency or change of course of the aircraft would féquire pilot
initiative, rendering the '.pre—settings useless,

" Delay in :c;eadiness of this sysfem and its costlin”essl led to the

development of an alternate navigational system (the Baird sextant)

12
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and the Office of Communications took over the comple’ci:on and
repackaging of System II as a part of the emergency staff communi-
catior'zs system of the Agency in June 1957,

Early in 1958 in an attempt to cut back equipment té an austere
basis matching the pace of operations, a strenuous effort was made
to bring project wqu at Ramo-Wooldridge to a dead stop, and cut-
backs were made in the balance of the systems on order as well as
in spares and supporting assemblies. The Pfoject Director indicated
to Ramo-~Wooldridge that no additional funds coﬁld be obligated é.nd if
over-runs were expected, still further cutb;cké would be made in
order to reduce to an absoluté minimum the probability of having
additional unforeseen financial burdens plac.ed upon the project by
Ramo-~Wooldridge.

The closing out of the contract required ﬁntil July 1961 and the
subsequent audit and final payment took another year, Meanwhile,
in July 1959 an investigation was initiated by the Ger;eral Accounting
Office into céntracts between vthe Air Force and Ramo‘-Wooldridge
due to the company's failure to meet cont:;acf terms. This of course
br'ouglrﬁ CIA's business with Ramo—Wooldridge‘under scrutiny since
Air Force contract numbers were being used; for cover purposes and

l3v ,
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to facilitate priority deliveries of components used in manufacture of

the end items.

In preparation for‘a meeting between the DCI and the Comptroller
General on this subject, the Agency Comptroller (Mr. Edward Saunders)
furnished Mr. Dulles the following information:: |

"Of the rounded $26 million business with R-W covering
the period 1 June 1954 through 31 December 1958, we have one
contract in the amount of $20. 4 million awarded in January
1955, covering items we shall identify as Systems I through VI...

"As this equipment was all highly complicated and
greatly advanced in the state of the art, it was necessary to
procure under contract technical representatives to maintain
these items at the overseas bases of operation, totaling to
date $526,450. Another contract was awarded totaling
$1,132, 000 to date to cover factory overhaul and repair of the
items that could not be serviced in the field.

"These items proved so desirable and were sufficiently
advanced that both the U.S, Air Force and the Navy Depart-
ment solicited our aid in procuring items for them in the
rounded amount of $1. 7 million, This was essential because
the sensitivity of the program precluded these departments from
getting the items through their own resources...

"You may be asked our views with respect to the techni-
cal competence of TRW Inc.*; my information, which comes
from the technical officials, is that the Agency is satisfied
with the items when delivered, however, we feel that the com-
pany needs improvement in the area of estimating costs as well
as the area of estimating and maintaining delivery schedules.,

* TRW is the abbreviation of the new nan:;ei of the company after the
merger with Thompson Products (Thompson Ramo-Wooldridge).

14

Haniils via BUcRiAR
- Gontrel §ystem




el
)
1]
14)]
1
()]
Py
i
L

In fairness to the company, we again bring to mind that the

predominance of the items delivered and manufactured were

considerably in advance of the state of the art and it may

therefore be somewhat unfair to take the firm position that

their estimates of cost and delivery time is unsatisfactory." 1/

The General Accounting Office was insistent upon getting answers.
in writing to the follbwing questions: (1) Why was Ramo-Wooldridge
selected by CIA? (2) At tﬁe time of negotiations was CIA aware of the
top priority work by Ramo-Wooldridge for tile Air Force? (3) Did
CIA discuss their proposed work with Air f‘orce before awaxrding the
contract? (4) If so, why did Air Force permit Ramo-Wooldridge
setrvices to be diluted in view of the'top p;:{ority of the work for the
Air Force? (5) In negotiations by CIA with Ramo-Wooldridge, what
representation did the company make as to gvailability of personnel,
and were any specific individuals named WI%LO had been designated to
work on the ballistic missile program?

The essence of the Agency reply to the Direc_for of Defens;e
Auditing, GAO, signed by C.olonel' White or}i30 3uly 1959, was that CIA

had no information as to any dilution of Ra?no—Wooldridge services to

the Air Force resulting from the special péroject contract, which had

| |
1/ 2£-155229, 21 July 1959. Memo for DCI from Comptroller/CIA,
~  Subject: Discussion with Comptroller (j::gnegral re TRW, INC,

R
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been carefully coordinated with the Air Forcé and Ramo-Wlooldridge
and neither had interposed any objection nor igndicated any problem
|
as to the firm's ability to carry out all its goyérn.mont commitrnents. -%;/
Final settlement of Contract A-~101, whiciz ran through 25 amend-

ments, was made 12 June 1962 at a cost of $18, 896, 247, 09, plus fixed .
fee of $1, 585, 331 (total $20, 481, 560. 09), covering electronic systems,”
read-out equipment, m;scellaneous items of supply, and techreps for
the domestic test site for Project AQUATONE; also included were
costs of procurement undertaken for the Air Force, CLA Office of
Communications, and the PZVE-program (STPOLLY).

Other Contracts

The principal additional equipment and services developed and/or

procured under the U-2 pfogram are outlined below.

APQ-56 Side-looking Rade.,lr, ‘Westinghouse Electric. Contract
initiated 3 June 1955, on recommendation of the Land Panel, for map-
ping radar,a ﬁodification of the AN/APQ-56 system developed for the -
B-57, origiﬁal weight 698 pounds. Weight reduction was accomplished
by time-sharing of the right and left scanning with a single recorder

producing a continuous recoxd., The record obtained provided a radar

1/ DPD-5164-59, 30 July 1959. Letter to Director of Defense Auditing,'
T GAO, from Deputy Director, Support, L. K. White, .

16
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map of the area 2 to 15 miles on either side of the line of flight.
This system was flight tested in the summer and fall of 1.9.56 and |
successfully tied in with the radan and declare_d'ope;'ational in
January 1957,

Film Processing, Eastman Kodak

a. Engineering Study: Contract initiated 17 June 1955

for an engineering study of film pfocessing and data recording opera-
tions and design and installation of equipment, Contract completed

9 March 1959, cost $257, 778. 65.

b. Equipment {Film Processing and Minicard): Contract

initiated 1 March 1956 for equipment required to set up film processing

centers at Eastman's Rochester plant and at CIA I—Ieadqdarters (PIC).

Contract completed 23 March 1961,

c. Film Processing Plant: Contract initiated 1 October

1955 for operation and maintenance of fhe film processing plant to
handle processing of U~2 mission film at Eastiman's Rochester plant.
Contract completed 23 Mafch 1961, cost $4, 595, 068, 25 (including
some satellite program funds). |

d. Film: Contract initiated 29 June 1955 for procurement

from Eastman of film, paper, chemicals, etc.. The new thin-base
: 37
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film to decrease weight, and the new formula for sub-layer and
emulsion were developed by Eastman at the instigation of Dr. Land.
Contract completed 18 May 1964, cost $4, 070,411, (Further film pro-

curement continued under a new contract. )

Sextant, Baird Atomic, Inc. Contract initiated 17 October 1955

for a feasibility study of an automatic .anmmﬁmH navigation system for -
use in high altitude aircraft, and subsequent .oowmﬁucnﬁob of 8 (later
increased to 24) sextants, spare parts, rear view mirror and services
of techreps overseas. This was a manually controlled sextant using

the existing periscope as a method of presentation. Contract completed

30 June 1957, cost $720, 218. 71.

Aeromedical Support, Lovelace Foundation. Oosnwm.nn initiated
28 November 1955 for medical and oﬁwnomw services to Watertown test
site, w.b.m U-2 pilot physical and psychological mxmgwswﬂonmn Services
of Lovelace were made available under a USAF contract @Hm.iocm to
the writing of this contract. Costs Qﬁumamzm to the U-2 program as
of 30 uc.ﬁ.m 1962 were $107, 771.47. At that time the U-~2 successor Hvu.ov..
gram was blanketed under the same cont ract, which is still 5 force.

Personal Equipment, Firewel Co., David Clark Co. Contract

initiated 15 January 1956 (before which Firewel had supported the U-2

18
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under a USAF contract) for personal equipmfenit for pilots including
pressure suits, helmets, oxygen regulé.tbrs%, seat packs, etc. Firewel
in gencral developed, with Air Force coope@*aﬁon, the different items
and subcontracted their manufacture to othei'r firm;. 'fhe Firewel
original contraét was completed 8 March 19'61 at a cost of $684, 489, 56,
including Air Force funds. In January i960 direct contracting was
begun with David Clark Company which saved the cost of Firewel's
subcontracting costs and profit. At that time, the oxygen equipment
and suits had become pretty much p:odgction items thereb'y pe'rmitvtir.ng -
direct procurement without interface problems.

Radan, General Precision Laboratories. Contract initiated

4 April 1956 for Radan equipment for U-2 and P2V programs, plus
flyaway kits, bulk spares, test equipmentk, ha.nc.ibook‘ of instructions -
and course selector (read-out equipment to be used with APQ-56 side-
looking radar). Contract completed 21 April 1960, ;:ostt $618, 929. 99.
Later contracts included, among others: Research and testing
related to radar camoufiage program by M.I. T., Scientific Engineer-
ing Institute, Kdgerton, Germeshausen & Grier, and Westinghouse;
additional electronic intelligence collectién and counter:m‘e-asures

systems (see Annex 43 for description}); numerous additional and

19
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continuing contracts with Lockheed have covered all manner of
fabrication, overhaul, and other serﬁces to thé proje'ci:_ includirig theb
fashioning of special hatches, modifications to the‘Ul-Zv.airc_raft (1) to

take the J-75 engine, (2) for inflight refueling capa;oilifsf; and (3‘) a
carrier-based configuration; also service contracts for techreps, guards,
maintenance of an air shuttle service, and cover cont?acts for hiring -
pilots, New camera systems were de&el.oiaed by Hycén, Eastman a.nd‘
Itek (see chart at Annex 44 for a listing of all camera systems available
to the U-2 as of December 1966),

Procurement for Air Force and Navy

On 11 January 1956 a letter from the A.ir Force to the DCI
requested that CIA contract for U-2 aircra.ft' and equipmeént on behalf
of the Air Force in the amount of $31 million, Tile reqﬁest and a
draft 1:ep1y agreeing to it were ‘discus sed at thé Bureau of the Budget
by the Agency General Counsel. The Director §f the Budget reluctantly
agreed to the Agency‘é undertaking this procurement for the Air Force.
The reluctance was specifically on the basisi that the Budget Director
felt the Air Force shoul.d‘be able to set up procedurés as secure and
effective as those of the Agency. On 26 Janua;:y 1956, the General

Counsel rendered an opinion on.the legality of the proposed procurement - .
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in the following memorandum to the DCI:

"Under normal circumstances it would be routine for
the Air Force to undertake its own procurement with the
Lockheed Aircraft Corporation through the Air Materiel Com-
mand. There is, however, still a very high degree of sensi-
tivity about the original procurement for intelligence purposes.
It was to protect this security that procurement was kept out of
normal Air Force channels in the first place and to institute
the additional procurement through those channels would largely

vitiate the elaborate precautions taken to date in the contracting
procedures, '

""Based solely on the security requirement, I am of the
opinion that it is in the national interest and that there is legal
authority for this Agency to enter intoc an arrangement with
the Air Force to act as their executive agent for their additional
procurement on a reimbursable basis. In addition, I have re-
viewed this situation with the General Counsel of the Air Force
and we are of the joint opinion that such an arrangement would

" not involve any contravention or evasion of laws and policies

applicable to Air Force procurement. The Air Force has ex-
pressed an urgent need for additional planes. I believe our
current procedures are the most expeditious available and that
continuance of our contractual arrangements is an effective and
economical procurement mechanism for this purpose.

"Inasmuch as all aspects of the additional procurement
will require prior Air Force authorization or approval, I
believe the Agency will be well protected in the event of any
dispute. Furthermore, thi s would facilitate the return of the
administration of the contracts to normal Air Force channels
if and when security would permit, " 1/

1/ P8-142958, 26 January 1956. Memo to DCI' from General Counsel.
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The reply to the Air Force went forward in a letter to
Mr. Quarles from Mr. Dulles on 30 January 1956 (full text of letter
is in Annex 45) which agreed to take on the procﬁrement of 29 addi-
tional aircraft and related equipment for the Air Fo;é.e, aetailed
arrangements to be worked out between representatives of the two
agencies. The basic general understandihgs were:

“"a., The Air Force will provide necessary funds for the
required procurement ahd will furnish to CIA written require~
ments for the procurement guidance of CIA. Such written
requirements will be authenticated on the part of the Air Force
by the signature of... the Air Materiel Command representa-
tive in the Weapons System Project Office.

"y, CIA will implement the requirements set forth in
writing by the authorized Air Force representative by nego-
tiation of a contract or contracts, for delivery of the required
services and supplies. To assure mutual understanding, the
authorized Air Force representative will certify that each pro-
posed contract is consistent with and in fulfillment of prevxously
stated Air Force requirements,

"¢, The policies and procedures to be followed in con-~
nection with contracts negotiated on behalf of the Air Force
by CIA shall be the same policies and procedures in effect on

CIA contracts for similar procurements under Project AQUA-
"tone. Requirements set forth by the Armed Services Procurement
Regulations shall be complied with to the greatest extent possible,

consistent with the unique security considerations inherent in
these procurements,

""d, The Air Force and CIA shall maintain close liaison
with each other on all aspects of /the procurement/ . .and shall
consult with each other, utilizing persannel designated for
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this purpose, whenever such consultation is required or
indicated. ' 1/ : : '

All aspects of security control were to be th{a riesponsibility and

province of CIA, and the Air Force was to bgix guided by CIA in dis-

charging Air Force security responsibilities under this procurement.

The Air Force was to furnish cleared personnel to audit the contract |

accounts.

Procurement for the Air Force under lhe system thus set up
proceeded smoothly with good working relatiéon:ships between the Pro~
ject Contracts Staff and the Air Force weapoi‘ns.syséems group. There
were, of course, problem areas, one of which was‘in getting the Air
Force group to adhere to Project security procedufeé which were:
strange to them and apt to be taken somewhat lightly.

Cumulative totals of procurement of U-2 aircraft and related .
reconnaissance systems and equipment pr'ovide‘d_-_foz" the Alr Force by
Project contracting mechanisms {and DPD aﬁd OSA s'u'.:cc'és sivél&)k f SR
are shown in Annex 46, covering the period fror;;x 1956 through.l96(_). '

In May 1957, the U.S. Navy »aléo rveq.ueste(_i‘ that CIA prbcure

$1 million of project-developed equipment, prin’cipa.ily photographicv,

1/ TS<143314, 8 February 1956. Memo for_R.ec‘ovrd,_Subject:v CIA and
T DAF Basic Understandings in Connection with Procurement.
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for the Navy, with an additional $2 million \fvo;th of the same equipment
to be procured at a later date. A basic ﬁndigrsténding in connection
with this procurement for the Navy was sig%zed by the DCI on 18 July
1957 (TS-164265); thié agreement with the N‘:avy folzlowed the same lines
as that for the Air Force. | |
Since the provisions of Section 10(b) of Public Law 110 were in-
voked with regard to the funds for the additional procurement, this
meant the elimination of GAC audit of the Air Force and Navy procure-
ment. The Project Director suggested that in-orde.‘r to forestall any .
possible criticism for improper use of Secﬁon 10(b')., {the Direétor'
might speak informally to the Cdmptroller General without revealing
substantive secret matters. The General Counsel (er. Houston) |
concurred in not opening the contra.c.ts to GAO audit but wanted any )
contact with GAO to be through himself to his cleared counterpart
in GAQO rather than at the Director"s level. |

General Counsel Opinion on Early U-2 Contracting

In June 1956, when one operational detachment had deployed to
the field and the initial contracting activities had reached a stage
where an appraisal could be made, Mr. Houston reviewed for the

DCI's information all the legal authorities under which the Agency
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had acted thus far in the procurement area. He concluded:

HThe administration of the contraéts has not followed
the normal Service practices, as for se?cu;city reasons it was
decided to limit the number of contract officers to the mini-
mum, and the large staffs which normally review contracts
in varying aspects were here reduced tcé one small staff.
Within these limitations, however, the ;.fa.dministration has
been meticulous with particular attention to change orders.
All contracts and all changes thereto have been reviewed by
the General Counsel or his Deputy and specific approvals on
policy or fiscal matters have been obtained from the appro-
priate approving officers in all cases. Again, granting that
this system may work only when dealing with companies which
~are themselves competent in the running of their business and
are familiar with Government procurement, under the circum-
stances surrounding this Project, we believe the procurement
system involved adequately protected the Government, was
effective in meeting procurement needs, and through its effi-
ciency and simplicity was economical for the Government.' 1/

ILater Air Force Procurement

In August 1961 an agreement betWeéﬁ CIA :andvt;?vS.AF.‘ was éignéd o
covering contracting assistance through est‘a.bli,shved CIA‘chanvnels for
an Air Force version of the OXCART vehicle. Later with the activa-
tion of the Nationhal Reconnais sance Progré.m andf t“he‘ blanketing of
" Air Force as well as Agency reconnaissanc'é projects“ thereunder,
further procurement for the Air Fo'rvcé versions of the A-12, engines

and systems were levied on CIA by the Director, National Reconnaissance

1/ SAPC-6688, 5 June 1956, Memo to DCI from General Counsel,
T (see Annex 47 for full text). ' T
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Office, a£ the behest of the Secretary of Defens%e. In the spring of
1964, following thevsurfacing to the press and public of the Air Force
NYF-12AY, an effort was begun by OSA to divest itself of the responsi-~
bility for contracting and security for that program; The reSulf achieved, -
after two years of _disc-ussibn, exchanges of memora.nda., and \&riting of
legal opinions among CIA, Air Forcé and NRO:officials, was agréement:
on 28 June 1966 by.the D/NRO that abpropriate staff should begin con-
sidering a time schedule for an ordérly trﬂain.sfer of cdnt_:zja.cting functions |
from the Agency to the Air Force for the SR- 71 a.nv;i' YEF-12A aircraft
and _J'-58 engine devélopment programs." | v

At the end of December 1966 when thg jdecision was made by
highest authority to close out the OXCART érogfam effec_tiverl Ja_,mia;ry
1968, discussions were still ‘going on in the'g ;‘\izorking group and.the set- ’:
tlement of the contracting is;Sue then becarxgle'a part of the NRO instr‘ﬁc‘;- ¢ o

tions for the phasing out of the OXCART program (SCOPE COTTON

 Decisions Numbers 1l and 12, issued by the Director, NRO (Dr. _Alexa‘.ndér:_tj v" }_

Flax) on 3 May 1967). The U2 procurement (iDEALIST for the Agevncy._.,

and DRAGON LADY for the Air Force) wa g stiil considered ”blac_k” ) .
and was not affected by these decisions. .
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Development of Contract Management Staff

In the initial negotiations with Perkin-Elm;er in eaily 1955, when
it was decided to use the services of the Office of Logistiés, the Pro-
- ject Director felt that the Co_ntractiﬁg Officer aésigned to write that
particular contract could perform his functibn without necessarily
having to be fully clea:red into the Project, or even knowing that the
photographici equipment being contracted for was intended for aerial
recqnna;is sance. When Mr. George F. _Kuce;ra "began‘work on the
Perkin-Elmer contract, on detail froyn‘the 6£fice of Liogistics, i;: very
soon became apparent that this theory of Mr ‘Bissell's would not work
out in practicé. It was decided that for tvhe'ﬁs‘ake' of security and
efficiency, and of cer;tralizéd project control] ivtb would be better to
give Mr. Kucera a full project briefing and a;rrange for his transfer to
the Project Staff as Contraéting Officer. Whén the first Table of Organi-
zation was drawn up, therefore, the position E;of Contracﬁng Officé‘r was .

i

set up under the Development and Procurem@eint Division, headed by

S o

Mrzr. Herbert Miller {who also held the title of Executive Officer),
and for the first year of the project Mr, Kuéezra carried on all contract

activities single-handed. He of course had iche benefit of the General

Counsel's advice and also developed a élose%xwpxﬁking relationship with
» . - , : i 5

o
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the Project Director, soon becoming one of Mrv.' Bissell's mos:t
tz‘ﬁsted assistants.

It was two years from the start of the project Befor_e the
contracting staff was built up to a. 'degree where it could fﬁnction as
a true procurement office. in the "early days wilen develoPIment and
prgcurement were overriding in importar_xce, 'thé Project Director was
able to follow personally the development aspects of thévproject. Aé |
other areas began to require more and more of his ﬁme,_ and with the
departure of Mr. Herbert Miller frém the project staff, Mr. Bissell ,
éélled on'Mr, Kué:eré. to follow the‘devel‘o'pr‘nent-program as well as
procurement activities, which put a rather heavy pers onal burden on .
the latter.

In May 1957, Mr. Kucera was named Director of Develépment
and Procurement with special area of responsibility for fesearch and

development, and in particular the radar camouflage program which

was high on the priority list at the time. was named

Contracting Officer and was named Develop-

ment Officer. (See Annex 48 for Organization Chart).. Thus for the -
first time, Mr, Kucera was in a position to delegate certain tasks

to a competent staff. - '
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' -a Contracts Branch,

‘Agency in May 1959 and
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~ With the reorganization of the project staff into the Developmént '

 Projects Division in early 1959, the research and 'development and

;lcontracting functions were separated ihto a Develo'pment'Bra.nch and

was appointed Chie,f of the

Development Branch, ‘Serving only.a few months before m’oﬁﬁg on to
‘head the new Air Proprietary Branch. Mr. John Paré.ngbsky sucéeedéd

‘him as Chief of the Development Branch, My, Kucera departed the

became Chief of the Con-~ B

tracts Branch, serving in that capacity untilZl»Septerﬁber 1960"_ when

he was succeeded by
After the transfer in .Februa’ry 1962 of the spééial pfojects‘ to

the cognizance of the Deputy Dlrector (Re search), the questmn arose

) as to the contlnuatmn of current contractlng methods, partlcularly in.

. relation to delegatlon of (:ontractlng authonty to O;Ef:.ce of Specml R

ACthltleS' Contracts Division, Mr. James A Cunmngham set forth

the hlstory and phllosophy of procurement under AQUATONE/DPD/OSA

 for the DD/R sub stantlally as follows

‘At the time AQUATONE was estabhshed the Dlrector
of Logistics was requested to nominate from the Office of
Logistice career service qualified professional procurement o
_individuals to staff the project's Contracts Branch, This re- -
lationship continued and is still in being. The delegation of
 contracting authority has been a direct delegation from the
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DCI and in no sense a redelegation through the DD/S or the
D/OL. The original philosophy of this arrangement, in the
planning of Messrs, Dulles and Bissell, for these special
projects of priority interest to national defense was to use -
the smallest group possible within a self-contained project .
organization, The reason for this arrangement was that it

was considered impossible to do the sort of job that had to '
be done using either conventional Agency or conventional
Air Force procurement methods, for reasons of securlty'

- and e£f1c1ency. '

The Contracting Officer and his staff have nevertheless .
always contracted in substantial if not complete accord with e
the Armed Services Procurement Regulations and have never
awarded a contract unless the procurement was determined -
to be inextricably tied to the special project category.. Any.
non-—pro_]ect-pecuhar procurement has been given to the
Office of Logistics for action.

Contract auditing of procurement by OSA (and its '

predecessors) has been under the cognizance of the Auditor
"General of the Air Force. A small group of Air Force con-
tract auditors (about 14 civilians) were divorced from their
‘regular administrative channels and assigned exclusively ’
to render audit service to OSA Contracts Division. In their
line of organization they answer directly to (and only to) the
Auditor General of the Air Force. They are all cleared to
Top Secret. They have become acclimated and sensitive to
the covert atmosphere of project business and are considered
by the Contracts Division to be an mtegra.l part of its team,

In February 1962 the Inspector General’s report follow-—
ing inspection of DPD activities (before it became OSA)
recommended in view of the peculiar demands of the special
pro_-;ects for logistic support, that the present relationships
with the Office of Logistics, CIA, should not be disturbed. 1/

1 BYE—1993 62, 28 August 1962, Memo for DD/R from AAD/SA
‘ Subject: OSA Procurement Authority. .
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Mr. Cunningham's recommendation that the procurement system
be continued as currently established was accépted and on 1 September

1962, the delegation of contracting authority to ;‘OSA Contracting Officer,

was approved by the DD/R and the DDCI (then

Maj., Gen. Marshall S, Carter). On the departure of in

October 1966, the same delegation of authority was conferred on his

successor,

The chart shown .at Annex 49,‘ "Status of Cohtradts, 30 DecemBer B
1966, gives a breakdown of the total procui‘emgn‘c_undertaken by the
Co.ntracts Staff for all customers between .1955 and 1966, which covers
the negotiatién of more than 700 contracts -wprtﬁ moré than .three

billion dollars.

‘Procurement of Additional U-2's

In the spring of 1963 the dwindling U-2 assets in both the CLA

and USAF inventories raised:the question of a possible additional b_uy'f o
of a sufficient number of aircraft to meet ahﬁicipated requirements.

While the OXCART vehicle'séopera;tional reéa%diness was anticipéted
within a year, there were stiéll many placesé Ln the world where thé

U-2 with its maneuve rabilityjc’ould- collect.”\irita:l intelligex;ce in vdetailedvv '
coverage not p.ossiblelwith'ax‘lyé other aircraéft séj}rsterh. The DDCI wa.s
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mmﬁmom by OSA that it mwmnmuo& feasible to Huw.omc.o@ an agreed @cmbﬁ.s
of new U-2's on a time span and at a cost igow was considered
rcasonable. A rough estimate of the cost of wms m.ww...nw..mwn with sub-
systems, cameras and engines was on the order of $20 million,

The question of additional procurement did not pass the discus-

_sion stage for more than a year. As of mid-1964 a new production

model of the U-2 existed only on paper ws.ipw wowg ‘of w,ﬁoo,wwmmm @uo“..
posal for a :d..NHL:,gpm gt mﬁmﬁame. for :Hoawmzv.,... mem,cwmwo mmm.ﬁd..w..m
of the new model was the mo..wﬁoﬁ extension of the mﬂmmwwmw wmngiﬁvw
installation of a second pressurized m@ﬁ@wbone bay mmﬂ of the main |
Q bay; this in turn msmmwmm the electronic equipment, currently dis-
tributed throughout the memH..wﬂDm mb@owmewwgm in ﬂWmv ambient, to be
centralized and pressurized to insure greater reliability as well as
reducing drag by oHowﬁWva up the vﬁﬁmam appendages. A small orwﬁmm,. .
in depth of the fuselage and a new plumbing job would also permit .
inflight refueling of not only the main but the auxiliary ﬁbﬁw. ,mowm....
fully the new mpoa,ww would gain about 500 nautical miles Mum range and -
a small improvement in over- wﬁ wmumougwwno.. it was wﬁ.ﬁ,owvmﬁmw that
the »P.modo% and the Air m,oﬁ.om would ﬁommgma on&.mw wm if funds émuwA
forthcoming from NRO, /Sap production to commence in dwym mm.d, of 1964,
) o :
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In July 1964, OSA through the DD/S&T provided the DDCI with
comparative costs for procuring 18 new U-2's ($30.1 million) as

against updating 12 U-2A's to the latest config;ur;.tion $14. 3 ;zuillion).
While the former was more costly, a modific:ﬁ.ﬁi:on progx"am would add
drag penalties which would reduce optimum a]ﬁ:it_ude, whereas drag
penalties would be eliminated in the new U—ZI_E,. Conversion would
also reduce wing strength by 1570. The conch}sion was thereforé that
procurement of new U-2L's was the best approach to insure adequate
and continued fulfillment of national ihtelligence requirements.

A meeting of the NRO Executive Committeg was scheduled for
1 September 1964 at which OSA was ihstructed to brief the Committee .. W o
on the justification for new procurement versus -convex"sic-n. " OSA
was warned by Mr, Eugene Kiefe.r*(who had been assigned to the NRO
staff) that there was no need to make a strong pitcﬁ to seii the Com-
mittee on the U-2L since the decision had'alr_eady» »beén»r'zlmade to
convert enough U-2's to satisfy CIA requireﬁents. | This turned out
to be the case and purcha.se of‘ néw aircraft was put off in favor of a
temporary, piece-meal solution to the proble‘m,' and the $13, 5 million

for the U-2L FY 1965 program was cut from the OSA budget submission,

Formerly Assistant for Technology in OSA.
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On 21 June 1965, the Directors of Prqgrams B and D under NRO
(Generals Ledford é.nd Geary) outlined to the D/NRO their views for
additional U-2 aircraft needs (see Annex 50) and made specific cost
comparisons and a recommendation for procurement again ‘On 9 vAug,ﬁst &
1965. The D/NRO (Dr. Brockway McMillan) des}irec} to postpone new
procurement for at least a year since, he said, unfortuﬂately the
analyses which had been made had not verified an unequivocal require-.
ment to produce an imvproved U~2. He proposed a program, with the
backing of Secretary McNamara, for brihging all Agency and SAC U-2's
ué to the C configuré.tion with certain specified electronic countermeas-
ures equipment and other modifications included. On 18 October 1965,
Dr. McMillan's successor (Dr. Alexander H. Flax) approved the modi~
fication prégram, funds to come from the SAC DRAGON LADY (U-2)
budget. 1

On 21 October 1965, the DCI (then Admiral William Raborn) wrote
to Mr. Cyrus R. vVance, Deputy Secretary of Defense:

"We have both received a memorandum from Dr., McMillan
detailing his proposal for modernization of the existing CIA/SAC

U-2 pool and postponement of additional U-2 procurement,

Using attrition rates experienced thus far, it would appear that

the total U-2 fleet would drop to approximately half of its present

strength before new aircraft ordered a year {rom now would be

available, and that the total number would never reach the mini-
mum acceptable level (27) recommended by Generals Ledford
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and Geary, if the older aircraft are retired as they propose.

I do not wish to prejudge this proposal, but do believe that it
deserves our careful consideration in the Executive Committee
before implementation, since I anticipate a continuing and per-
haps increasing need for U-2 reconnaissance coverage round
the world. ' 1/ ' '

On 16 May 1966, a further recommendation for a U-2R purchase

was made to the D/NRO by the Director of Reconnaissance of CIA, -

Mr. Huntington Sheldon, based on the Lockheed proposal of 27 December

1965 (LAC Report SP-397, Proposal for U-2R Airplane). The

VExec'utive. Committee of NRO, two and a half months later on'l Augﬁst' :

1966, approved the production of eight U-2R aircraft with the under- -

standing that in conjunction with the FY 1968 budgét a decision would

"be required on any additional production. ._In'c'onsidering the proéﬁﬁ:e—

ment of additional U-2R's beyond the first eight, two different attrition

rates were considered (7 per year, and 5 per yeér). Decision at’

the 23 November 1966 meeting of the Executive Committee was that

 four additional U-2R's would be pr‘oc'ured and the total 12 deliveries"

would be stretched out to maintain a follow-on procurement option. in -

the next fiscal year.

1/ BYE-0406-65, 21 October 1965. Letter to Mr. Vance from the DCL.
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At the end of 1966, the final terms of the U-2R procurement
were still a matter of debate among the Agency, the Air Force and
the NRO, but development of the vehicle and all its supporting systems

was going forward with the anticipation of an operating capability by

the spring of 1968.
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mI_an.ﬂOZ Nm. U.

 MEMORANDUM FOR DIFEGTOR OF CENTRAL HmHz?EHomza ;

© SUBJEGT: Project %%,8_% - ,?oaom«%&ommﬁpgmﬁ

I, . _wmmm.nmﬁom .m.m sisdla’ 46 v.mSmSoH.msmg.. dated 11 January 1955,
m&wmmamm to you by Dr. Edwin H, Land, which makes -certain recom-
‘mondations with respect to. @So.«omg@wvo moswvsms.o moa._sompv. e ]
_oosnoo.S.o: 5.&3 mﬁ.o;@ad _Hb@db.aozm:_ﬂ_ B T ol e P s

e 2. The USAF is _wm.awpmw_ LA b H.ovomma.__ﬂwo«oxamoucBEu.mma.o

”_. H...,._  equipment to be used for this project, and.is aware of development

‘chanpes that may be made‘as the project ‘develops. Drs. James G.

.

.._, ,_. _, - Baker and Edwin He wmwa.__mgmsma,omum. of the USAF Scientific >gﬁmoﬁw.,

 Board, and in this capacity are mﬁ.woﬁ.uma._&o m;gpw&._H.mnogmammﬁ.osm_w
n_.,.,.ow.vu.&mowm,_. of &g.m,.,bm&ﬁ.m‘,,. s P ¥

T 36 Ve me:«o H.wﬁaém@ gmmm H.@oozsms%goam and. oosoﬁ. ws .56

. feasibility and. om@mgwu&% of. iﬁ_.m mnﬁmﬁmsd in fulfilling the
,.wwo_mwcd.mw__u..m@ﬁamaoa&m. v H& is oﬁ. opinion that the’ mu%m@pgm

- development of ‘this equipme nt now. will ma.qmuom the m.amdm..ow..aw@lm&d

EE Bmu%_ years.
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‘Lockheed Alrcraft Corporation - Contract No. 8P-1913
Burbank, California ' Amount: $22,500,000.

1. Rackeround 3ﬁ4ﬁ;m tion

In November 195¢5 as a vesult of recommendations made
by the Land Panel, ti Virefﬁar of Central Intelligence was
authorized and dlfLCL d to proceed with a covert project
having to do with the gathewing of intelligence data on tﬁ&
Soviet Union. The nrajec'-zuv yived the utilization of s
re
_z

extremely high altitude veconnaissance aircraft to servc

as the vehicle far carrying photographic and other equip-
ment on flights over the Soviet Union. Project OARFISH is
a sub-project of the over-all project and involves only the
design and construction, including testing, of the aircraft.

r-'\

The Lockheed Aircraft Corporation had previously ap-
proached the Department of the Air Force with a plan for
nstructing *hl high al e veconnaissance alrcrafct

at a cost of u%ovt $28 wi for 20 aircraft, but the
Aixr Force did mnot, at the ‘:‘a, have a requlremcnt for
such a plane. %LH&OQU‘ﬂuf it was .brought to the atten-

y Council that such an aircraft
with precision pomrogra nic 'lipm“ﬁt might serve to provide
vitally needed tazg information on the Location of military
and industrial facilitiesof the Soviet Union. .Approval of
the project followed. o -

By letter dated 27}
Gaxdner, SpOCLSl Agsista
Department of the Alr For
this high altitude reconr

Gi?”ed by Mr. Trevor
d uechomeﬁL;, the

"a keen interest in ‘
&i craft development from
the point of view éf'it< miselon, as well as that of the.
Agency, and commitied it © to furnishing the aircraft en-
gines as part of’ Lrs comnt nation, and ¢ bch other agsilstance
as required. : i

In December Lockheed given verbal authorization
through Air Force ‘hdqn‘;;. 9 p;ocecd with the'develogment
of 20 of the special reconnaissance planeb at an estimated
total cost of 8§22, JOO OOG;UU»v : -

Subsequently;Mrg Ca.Lu.JQhﬂgOﬂ Cblar Engineer of
Lockheed, and Mr. Robexzt ua,.LQc&ﬁeed contract representa-
tive, met with Mr. Larry mo ston,vceneral‘Counsel for the

,$8’103301
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Agency to nogotxato a definitive contract. As an interim
step for the protection of the Government as well as the
Contractor, a Letter Contract was negotiated and signed
on 3 January 1955 by the Ortragta and subquu@nLTy by
- a rvepresentative of the Agency (General C. P. Cabell using
~the alias| Concurrences were obtained
in the Letter Contract from the Deputy Director for Sup-
-port, General Counsel, Comptroller and the Special Assist-
ant to the Director ror ”1nﬂn1ng aud Coordmnatlon.

Negotlatlons on a definitive COREK&Lt proceeded be-

" tween Mr. Houston of the Agency and Mr. Blas, Contractor's.
representative. The de“lﬁLtch contract was submitted to

the Contractor on February &4, 1955 for his review and sig~-
nature. It was returned, a&wnec, to the Agency over ‘date

of 8 February 1855, but with ninor changes recommended.
C'Certain minor typographical changes were made in the con-
tract and it was approved for- &Lvna?uLe by the Director

on 1 March 1955, The contract was signed by the Contract- :
ing Officer (Mr. George F. Kucera using the alias] |-
.[%:::::::] ont 2 Maxch 19353, . Qoncurrences on signature of
‘The contract proper were obtained from the DDCI, tho DD/S
the SA/PC/DCI and- uhg CLQQLA“ Counsel" .

Central Intelligence Agency Act of 1949 (50

| U.S.C., section 403g)

.| Withheld undér statutory authority of the

‘2,7 Contractual Arralpﬁme £y

- The definitive cont ract is a anOleth fixed price
type contract with plOVLVAOQ” for redetermination of the
‘price upon (1) completion of delivery of the first unit as
-set forth in the pr oduvtxnr_ecnedulo in Appendix A, or
(2) upon exuendlturo of 75% of the total contract amount
as set forth in Part 1 of the contract ($22,500,000.00),
~whichever ghall nccuf flfs:a' Redetermination of price
shall be on a negotiated basis between the Contracting
- Officer and the Comrmt;H ing as a basis the statement
- of costs to be furnished by ithe Contractor. . Provision for
~audit of the Contractorts books, records and accounts is
' made in Part ITL. oE .he_coﬁfiaxﬁ. : :

The price %(t Lﬂrth,i. Edat.i of the contract
(@22 500,000.00) is not-a maximum price, but rather is
the best estimate available at the time of signing this
contract. An effort was made to fix the price of :
$22,500,000.00 as the maximm price which could not be ex-

ceeded “with provision for <ownward revision only of the _
price, but the ConfraCLor muuld ﬂct agcept ths arrangement-

 Hanile via BYEHAN.
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. forth the items to be furnmished and delivery schedules.
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and insisted om a target price of $22,500,000.00 and a

maximum price of $24,750,000.00 in such case. This pro~
cedure would have required the obligation of the larger

amount. Accordingly ‘the price was left at $22,500,000.00

with provision for either upward or downward revision at
the predetermined times. The present obligated amount
for this contract is $22,500,000.00 but the possibility
exists, of course, that this amount may have to be in-
creased if subsequent negotiatlons indicate that the
actual costs plus profit exceed this amount.

The contractual arrangements provide for an advance

"payment of 81,000,000 plus progress payments monthly,

However, the maximum amount of all progress payments,
plus the advance payment, shall not exceed $20,250,000
(907 of the contract price) during the life of the con-

‘tract, the balance of the payments, if any, to be made

after completion of the contract and in accordance with

~ the stated price, if any.

This definitive contract supersedes the Letter Con-

- tract of the same number and incorporates most of the
-standard government c¢lauses.. : -

3, Contract Work

The contract work is stated in the contract to be
in accordance with Appendix A {Work List dated 10 January
1955) and Appendix B. Appendix A consists of three type-
written pages, with control number DXTSC 1030, and sete

Appendix B consists of the following brochures:
(1) 10383, 10 January 1955 DXTSC 1030 B
-{2) 10383, 10 January 1955 DXTSC 1076 (Amendment) ¢
(3). 10420, 28 January 1955  DXTSC 1677 : —

The contract specifically sets forth that the ground
handling equipment referred to in paragraph 13 of Append-
ix A includes one truck assembly for servicing flight ‘
tests conducted by the Contractor under paragraph 11 of

' aAppendix A and for subsequent field maintenance utilization.

4, Payment

Payment Plan fox this contract is set forth in a

-__' memorandum in the file dated 25 February 1953 and concurred
© in by theﬁSecurity_Cffice,*taa'Comptroller,-and the General

o a’
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Counsel. - Provision was mede for appropriate approvals of
interim payments and for channeling the pavments into the
Lockheed account through| Intexrim

payments will be made on the hasis of pericdic invoicing
pa;

of costs experilenced. Total paymenis, under the basic
contract, shall not exceed w\o 250,000, with the balance
being withheld until the price is ramnmmSPDOm at the

end of the contract. A©h0<wmma redetermination is not made
sooner pursuant to Part IV).

5. Documentation of the Contract Record

On January 2, 1955 the DCI issued a certification
placing this OODnnmom under the provisions of Section 10(b)
of "P.L. . 110, : . _

Authorization for advance payment under this aentract
was issued by the Deputy Director Ama@@Oﬁﬁv on March 22,
1955,

Determination and findings with respect to the use of
negotiation rather than formal advertising Wmc been issued
U% the assigned oomﬁﬁmonwsm Officer.

Coples of the appendices referred to in Part I are on
file in the project office and with the Contractor, and
agreement has been reached as to the scope of the Soww in~
volved. :

6. Other Factors

In a ﬁmmmnm<swsmem type fixed price contract an over=
whelming amount of day-tc-day administration is not desir-
able or required. However the Agency should maintain an
intimate touch with the contract so as to be aware of the

manner in which costs are Gmpﬁm accumulated, types of
costs, rate of expenditure and similar ma tters since this
information will be invaluable at the time of negotiations
of the redetermined price.  An audit of the Coantractor's
final cost statement may or may not be required and close
observation of the contract during its heavy expenditure
stages will determine the necessity or lack of smommmwn%
for some type of audit.

The matter of amount of fee is not specifically treat-
ed in the contract except that 1t is to be considered as an
item in the redetermination of price. It is understood

Handle via BYEMAN
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that the Contractor has in mind a fee between 9% and 10%
of final costs.

It is certain that amendments to the contract will
be required for additional work over and above that visu-
alized at the time the present scope of work, and related
estimated cost, were negotiated. Such amendments should
consider whether additional obligation of funds is neces~
sary at the time such amendments are made, or whether the
present allocation of funds is sufficient., Close obser-
vation of the actual rate expenditure compared to the

- estimated rate will determine this information.

. (signed)

' GEORGE F. KUCERA
- Contracting Officer

o  Handle via BYEMAN
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ANNEX A
LOCKHEED AIRCRAFT CORP.

_Buzbank, California

10 Januvary 1955

IST
Engineering design for a nigh altitude reoonnalbsance
aircraft as deacr;bed in Appendix B.

A report on wind tunnel tests in the Contractox's wind
tunnel to establish the aerodynamic characteristics of
1ift, ‘drag, stability and control, using a 1/10 scale
model. - These tests also include an airflow distribution

"test on a fuselage duct model.

 Experimental type tooling for construction of 20 aircraft

with aircraft spares described in Item 10.

Three mock-ups of the special equipment bay behind the
cockpit, for-use in fitting the reconnaissance equipment

- and studylng altern &tavc 7&4&“.

A stress analysis x cchT do%cxﬁbing vasic loading condi-
tions for the aircralft and analysis of the complete

- structure.

A static test on the wing, 1 tail and aft fuselage section
of the aircraft, and a report on these test results.

Progress reporis showing Tinsncial expenditures, progress
of construction and engiancering, and photographs of the
first aircraft during construciion will. be furnished every
two months, tarilag X Aobwuxyy &95*

An air»transportability report on the aireraft, describing
means for shipping the disassembled aircraft by cargo
aircraft and rccommanﬁrng h@ best type oi cargo aircraft
for the job. : -

A short opezatzonal analysis of the a;xcr%ft to determlne
optimum usage of he type for the basic m1351on.

Twenty aircraft as desg cz:bod in Appendzx B, plus the
following aircraft spare parts:

Main wing panels - : : 5 left plus 5 right
Horizontal wtabx114ers 5 o

Fin surfaces < _ -

Main landing gears 10

| 'u’amue i ?.'-vam
- Gontre! sm
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Tail landing gears = = : . 10

Windshield glasses R O 10
Canopy assemblies. . y SETRN | ¢
Wheels, main & tail = - P 20 sets
- Tires, main & tail _ : 100 sets S
..  Brakes - A PO S 60 sets , ‘
L w - Generators 0 0 0 0 40 _ -
oo Starters (engine instalied . o
T parts oalyy . o - 040
- Hydraulic pumps . -~ - " 0 o0 40
. Fuel boost pumps -+ . 080 :
. Hydraulic & fuel valves - . = - 60 each type.
Radomes ARN~-8 . ~ ,,;f._,.. - 40 s
0 Sump fuel tank bags. .. ol s 40
o Refrigerators & Osﬁﬁbﬁé xw<om S 40
Canopy pressure seals . = - T 40
_ LA 60

Electric actuators . ,
, left, 5 right

“Adlerons .5

Flaps _ 3 left, 5 right
. Elevators 5 sets . .
» Rudders : - 5 sets
S Wing tip @Awo?vwwm 20

Landing gear doors 10

Dive flaps o 5 sets

Equipment hatch i

Air duct bbd&&b@tm 5 sets

Tailpipes B -

_.w_bwﬁnwmwﬁ Qmuw<wﬂ%_%w&m at mmwvmﬁW wmw.

#1 - July 15, 1955 .

#2 - Sept. 9, 1955

#3 - Oct. 14, 1955

#4 - Nov. 18, 1855 .

#5 - Feb. 13, 1958

#6 -~ Mar. 5, 1956

#7. - Mar. 26, 1856

#8 =~  Apr. 16, 1956

#9 - May 4, 1956

#10 -~ May 24, 1935 S IR
#11 =~ June 14, 19586 VU Temle
. #12 -~ July 5, 1956 - - ¢
#13 -~ July 24, 1856

#14 - Aug. 10, 1958

#15 - Aug. 29, 1956

Handle via BYEMAN
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g
w0 petween August 1, 1955 and December 1, 1955. In this period

- factory.

ol °

#16 - Sept. 18, 1958
#17 - Oct. 4, 1956
#18 - Oct. 22, 1956

419 - Nov. 7, 19886, -
#20 - Nov. 26, 1856 - "

Delivery of the aircraft at Burbank is with the wings, tails

- and powerplants removed for shipping. Spare parts are pack-
aged for shipping, also.. :

Flight tests on airveraft #1, #2, and #3 during the period

the first aircraft will demonstrate its capability to periform
the basic mission and work out airplane and powerplant prob-
lems. Aircraft #2 will be used for special equipment tests,

" while aircraft #3 will perform radio- and navigation tests.

The test site for these flights is assumed to be in conti-~
nental United States within 500 miles of Burbank, California.
A report on these tests will he furnished.

Simple f£light manuals, mainteﬁance manuals and drawings will

be provided for each aircrait..

Ground handling equipmeni of special type required for the
project will be designed and provided. No list of such
equipnent c¢an be prepared at This time, but an arbitrary cost.
figure is presented in othey sections of this contract, '

A description of the purchasing, accounting and inspection
systems used to conduct this program in the Contractor's

b The reports referréd to aﬁovevwiil'bé submitted no later

than December 1, 1955, excepi that certain maintenance in- -
formation dependent on actual operation for its determination

" may be developed later. .

Engineering drawings used 1o construct the aircraft will be

provided if desired, but it is mutually understood and agreed

that these will be of the minimum number and type required
to build the aircraft by Lockheed experimental means.

Lockheed assumes the respohsibiiity.of.Weapon system manager

for the comstruction and testing of the aircraft described.

 (stgred C. L. Jonsson

e . 1/10/55

wd
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ELECTRONIC EQUIPMENT - U-2 PROGRAM

1955 - 1966

System 1. (Ramo—Wo‘oldridge, 1955-56)

Originally designed as an S-Band Elint receiver to pick up GCI
and air defense signals, the system was changed to include half
X-Band receivers to pick up air intercept communications, blind
bombing and missile control signals. The system was designed to
receive and record on magnretic tape pulsed microwave signals ema-
nating from regions within line-of-sight range of the receiving
antennas in the U-2, Up to the end of 1957, System I had been the
source of the Project's greatest pay-off in Elint collection. It was
replaced in 1959 by System VI.

System II.  (Ramo-Wooldridge, 1955-59)

The original communications and navigation system for the U-2
did not work out (see Chapter V, Development and Procurement, p.12).

System III. (Ramo-Wooldridge, 1955-57)(S. T. L., 1963)

This VHF recorder, developed as the orviginal COMINT collection
package for the U-2, was designed to detect automatically and record
a sample of all radio signals in the frequency band between 95 and 145
megacycles, including continuous test carrier, CW transmission and
AM broadcast, and to record the {requency of the signal and the time of
recording. The building of a protoiype was authorized in June 1955 and
an order for six receivers plus spares and test sets was given in April

1956, '

In August 1957 the Project Director advised the Chairman of the
Requirements Committee that it was the opinion of the principal cus-
tomer for System III that, at least as it had been employed to date,
this system yielded a product not even of marginal intelligence value,
It was suggested that the equipment, rather than operating in a search-
and-lock-on mode be pre-set to frequencies on which valuable take
might be anticipated, in order to obtain loriger and more continuous
samples. The system at that point was only carried on experimental

ROESECEES e i DYEMAN
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missions in order to establish its value by positive evidence. On

16 September 1957, the Project Director instructed the Director of
Development and Procurement to eliminate System III, and on 26
March 1958, the Contracting Officer instructed Ramo-Wooldridge to
transfer System III surplus material to the Navy, '

In 1963 System III was resurrected and updéted and several OEL
personnel were trained by Systems Technology Laboratories of TRW

. in order to provide for . emergency installation and maintenance of the

system in case of need. The system has been deleted from the IDEALIST
configuration a number of times, the latest date being 1 June 1967.
(System XXI will replace.)

System IV. (Ramo-Wooldridge, 1955-58)

This unattended airborne FERRET system was designed to receive
and record automatically electromagnetic energy radiation in the general
frequency spectrum between 150 and 40,000 megacycles, A very complex
system requiring more than two years development and testing, its basxc
units included 8 frequency-sweeping superheterodyne receivers, v
2 crystal video wide open receivers, a l4-channel magnetic tape recorder,
an oscilloscope and a film recorder. The engineering study was begun
in July 1955 and an acceptable plan with technical exhibit was finally
presented by Ramo-Wooldridge in May 1956. The Agency Elint Staff

Officer| | recommended acceptance and simultaneous
work on the system, read-out equipment and test equipment to avoid any

further delay. In October 1956, permission was given for a delay in

" delivery of the prototype in order to realize a savings of $150, 000 in over- .

time pay. The prototype was finally delivered to the test site in February
1957, ‘Arrangements were made with the Navy to flight test the system o

against equipment at Point Mugu Navy Missile Test Center., Testing and

rework continued through the summer of 1957 and in September an urgent -
requirement hastened the final testing for a special mission which was "
run by Detachment A on 11 October 1957 over the Barents Sea with good
results, System IV was used during the next two years on approximately
16 overflight or peripheral missions with fair to excellent results.

The responsibility for operation and maintenance of the equipment
was taken over by Project Communications Staff in August 1958. In ,
March 1962 all System IV equipment, valued at $805,355, was transferred
to the Air Force U-2 group since the system was incompatible Wlth the
J-75 Project U-2's.

| ' HANDLE VIA BYEMAN
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System V., {Ramo-Wooldridge, 1956)

" This crystal video system consisted of nine System I units using
different antennas tuned to selected bands to permit coverage over the
entire frequency range of the equipment, i.e., from 60 to 10, 750 mega-
cycles. It received only pulse type signals with moderate sensitivity
and the information received was recorded on a 14-channel, l-inch
tape recorder, and two 3-—chanmsl,‘ 1/4 inch tape recorders.  The dis-

- advantage of this system was that it weighed in excess of 400 pounds
leaving no space for any other payload than the tracker camera. A
special hatch cover contained all of the antennas.

System V was flown with good results on two missions over the
Caspian and Black Seas, one each in 1956 and 1957, and one over the
China Coast in 1958. System VI replaced the System V capability.

System VI. (Ramo~Wooldridge, 1958-59)

This system, intended to replace Systems I, III and V, and using
cannibalized parts from existing components, received and recorded
_ pulse type data in the ;requenry range from 50 to 14, 000 megacycles in
four bands as follows: o

P Band ' 50 300 MC
L Band _300-1000 MC
S Band . 10\33»8000 MC

X Band 3000~-14, 000 MC

It consisted of four separate channels to receive and record signals

from each of the four frequency bands, using high gain, broadband

video amplifiers preceded by antennas designed for each band. Informa-
tion was recorded on two 3-channel, 1/4 inch tape recorders with each
unit receiving and recording sy.t_ymia. from two of the four bands. An
automatic switching arr"an.gement wa g incorporated in each channel of

the system to permit time sharing of the c:mnnel for right and left antenna.

The advantage of this sysieni W s ih.{li.] could be carried along
 with either the A-2 or B camera. Spacial A-2 or B hatch covers provided
windows, brackets and cabling :tar Systern VI components and 20 different
configurations of the system wexe possible. Once System VI was tested

-
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and available for operational use, it was decided that Syster IV could

be retired and the funds thus saved be used for increasing the ceollection
capabilities of System VI. A total of 18 systems were procured and

nine remained in the inventory at'the end of 1966. The system was updated
to configuration VI-A in 1963, and in 1967 planning was underway to update
it again to configuration VI-C. :

N

System VII. (Haller-Raymond-Brown, 1959-60)

This system was proposed by OSI in December 1958 and was
designed to intercept and record missile telemetry signals of the pulse
position modulation type during the pre-burnout stage of missile launch-
ing. The signals to be intercepted were believed to be legs than four

. and certainly less than six simultaneous transmission frequencies; there-

fore the system envisioned the use of six pick-up heads of high accuracy
and high fidelity. The need for the system was immediate and so avail-
able equipment was employed throughout. The Ampex 814 Recorder
running at 60 ips with a recording time of 12 minutes was selected for

‘the system.

Approval to proceed with System VII was given by the Critical
Collections Problems Cormamittee and the Elint Committee of USIB on
10 December 1958, and Haller-Raymond-Brown was authorized to pro-
ceed with fabrication of one complete systern and spares. The system
was delivered to Edwards North Basze and tested there in April and
May 1959. ' L :

Headquarters USAF and CHALICE personnel jointly planned a

telemetry mission for 9 June 1959 through Iran which included use of

2. SAC RB-47 aircraft with mauned telemetry collectlion equiprnent,

and a CHALICE U-2 aircraft with System VII antomatic collection
equipment, The purpose of tha 3@:‘;';-11."&: planning was to coovrdinate both-
efforts and ensure that the aircraft would be on station at the proper
time with respect to optimurn operation of each equipment. - By virtue
“of the higher altitude of the U-2 {65, 000 feet) System VII was able to
pick up missile telemetry approximately 80 seconds after missile launch
“time. This intercept provided 30 seconds of telemetry prior to first

stage burn-out and was the first guch intercept from a Soviet ICBM"
launching recorded by the U,S. intelligence community. The RB-47 at

~ , 4
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‘new telemetry frequencies, was

a lower altitude W’it_h’mars.rmd-<'.=r:r’-“rm:=<;;r.u able to search for and detect

« to getl second stage telemetry
which provided confirmatory information for the U-Z intercept. This
mutually confirmed information ensured greater precision to analysts
determining the size, type and cther characteristics of engines used in
the missiles. | T

Y

A third partner in this effort was NSA, who advised the alerted

| CHALICE and SAC crews at Adana six hours prior to shot time. Take-off

timing and flight planning was such that both aircraft were at optimum
positions at blast-off time as was planned.

System Vil was flown operaticnally for a year by Detachment B
between June 1959 and 1 May 1960 w;fh one excellent eleven good, two

fair and nine poor missions,

'~ System VIIL (Haller-Raymond-Brown){Procured for U.S. Navy)

This system was a modification of System VII to be installed in a

Navy A3D aircraft to obtain telemetry signals from Soviet ICBM impact
" area in the Pacific. Contractual relationships were handled by DPD
- with Douglas Aircraft, acting as subcontractor to HRB for installation.
- DPD and OSI monitored aevdopmem of the system and DPD Security

monitored security aspecis of the project, but operauonai use was the
resp0n51b1hty of the N¢vy

&

Systern IX. (Granger Associates, }.958)'

Early in 1958 an Agency requirement was generated for an elec-
tronic countermeasures device, for the P2V program and for the U-2,
Investigation by OSI determined that the S-441 Deception Repeater
(designed by Dr. Rambo under Air Force/Navy contract in 1956-57)

could be repackaged to fulfill the DPD requirement. Responsibility

for development was delegated tc DPD/Development and Procurement

Staff and the initial contract with Granger Associates was written

26 June 1958 for a prototype article, Granger Model 504. The purpose
of the system was to provide false angle information to X-Band conical
scan airborne intercept radars, which was achievedthrough the use of

5
. T
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~OSA discontinued contractu 2l respon slbﬂ.wy for System X and the Air

inverse gain techniques. OSI continued to act as technical adviser on
this development and upon completion of the testing of the prototype
in May 1959 it was recommended by| | that the Model
504 be produced in limited quantities in a production version capable
of operating at maximum altitude of the U-2. System IX was aboard
the U-2 which was shot down over Sverdlovsk on 1 May 1960.

Subsequent to the loss of that aivcraft and the compromise of
the Granger Black Box, it was decided to update or redesign the
equipment and a contract was let with Applied Technology Inc. {a new
company set up by Dr., William Ayer, who had designed the Granger
504) in December 1962 for a prototype and 14 production units of a
new higher-powered model. The first sets were completed in April
1963. Configurations IX-B, IX-C {Air Force), and IX-D represent
improved models. System IX-B is still in operational status.

System X. (Haller-Raymond-Brows, 1962)

System X was a modification of System VII engineered specifically
for Elint coverage of the Soviet missile site at Sary Shagan. Two sets
were ordered in August 1962 in advance of the overflight approval and
OSA funded the work conducted by HRB and Lockheed to progress
System X toward eventual installation in the U-~2., This funding was
undertaken with the expectation that the engineering work would be
applicable to other aircraft s ymeizxs such as the RB~57F, if it were

‘decided to use that vehicle on poluv*wl groun.ds for collec’mon against

the Soviet ABM effort,

In May 1962 with the approval of USIE Chairman éMr. McCone)
OSA tried to get the British fo sponsor a U- 2 with System X to fly over
Sary Shagan from Pakistan. = While political efforts were being made by
the British with Pakistan for approval, the Alr Force was making an
effort to adapc Sys tem X to an m'xu‘mvcd ver sion of the RB~57D.

Dr. Charyk favored use of the I ..;s ~57 rather than the U-2 for this
mission, and this was agreed at 2 USIB meeting in late August of 1962,
and the British were c‘wangawr} from their efforta. At the same time

Force took over.
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System XII. (Haller~Raymond-Brown, 1962-64)

System XII was developed as an airborne warning receiver against
the SA-2, Soviet surface-to-air missile (SAM). It alerts the pilot with
visual and aural signals when a threat radar illuminates his aircraft
and instantaneously indicates the azimuth bearing of the illuminating
radar. Threat radar signals are discriminated from non-threat signals
and if several threat radars illuminate the aircraft simultaneously, the
system indicates the direction to each without serious interaction.

Configuration XI1-B was developed in 1965 by Applied Technology,
Inc. In addition to previous char acteristics, it senses and provides
proper sector coverage for System 98 and enables System 13C (S and C
Band jammer) against SAM TWS guidance radar threats. In December
1966 the system was modified to include a LORO capability by installing
a 2500 PRF counter which bypasses the scan rate detector and allows
the system to unblank on receipt of a 2500-PRF {+ 10 percent) signal in
the receiver pass band. This racdified system is designated XII-B-1.
Systems X1I-B-2 and XII-C are in development by American Electronic

Labs,

Systems XIII, XIV, and XV. (Sanders Associates, 1963)

A countermeasures system effective against the FFAN SONG radar
was developed by combining the ALQ-19 (System XIII) thh parts of
the ALQ-49 (System XIV) and the ALQ-51 (System XV). This S-Band
and C-Band jammer with improved techniques was renamed System XIII- A
This development was undertaken to provide a jammer completely h
different electrically and mechanically from any known military system
in design or inventory. With the initial reluctance of the Joint Chiefs to
approve the operational use of Systera XIII because of the microwave
frequency memoxy loop, a contract was let to design a system which
would delete that featur( 'he goal originally set for this equipment was:
achieved and a contract was let in hugubt 1964 to develop the new package.
Tests were conductcd in October~December 1964 against FAN SONG simu-
‘lation. A request for aunthorizaiion to replace System XIII with XIII-A
in the U-2 operational systems inventory was made to D/NRO on
25 February 1965. This was approved and by the end of May 1965 the
first operationally ready unit was installed at Detachment H. Configura-
tion XIII-C was developed by Sanders Associates beginning in September

“Handle via BYEMAN
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11965 (code name MAD MOTH). It included the addition of a 3-tube

traveling wave tube transmit chain, LORO recognition circuitry,
inverse linear gain capability, and amplitude modulation output
techniques, as well as weight-saving features. Nine production units
were acquired beginning delivery in July 1966 and an additional seven

_ sets of System XIII-A were subsequently retrofitted to the XIII-C

configuration. (The Air Force also procured units for their U- -2's, -

i B-57's, and SR-71l's.) A configuration XIII-D is being developed by

Sanders with greater jamming power and other features.

System XVI.

System XVI was projected as a lightweight, passive Elint
collection system to replace Systems III and VI, using many of the

- components and subsystems already in operational use in Project

STSPIN and other programs. For a variety of reasons this system
was not developed for operational use in the U-2, the principal prob-
lems being size and weight,  In July 1964 the decision was made to
postpone consideration until the U-2R procurement questwn was

: settled

System XVII. (Haller-Raymond-Brown-Singer, 1964-65)

In October 1963, the USIB concluded with respect to its long~
standing requirement for information on the Soviet ABM program that
there was a sufficiently high possibility of collecting ground radar
emissions from Soviet tests of such systems as to justify development

- and employment of an effective airborne Elint capability, Such a

system would be used to collect against Sary Shagan from over China =
near the Soviet border. NRO was asked to work toward development
of such a capability as soon as possible. On 29 October 1963, the
Acting DD/S&T, Col. Giller, instructed OSA to develop a System X
type of collection equipment for use in the U-2, working with OEL to
develop specifications and configuration.

The new system, designated System XVII, is an unattended
specialized receiving system for collection of telemetry and other =
missile-associated signals from the launch site at distances from
340 to 420 miles, The system continuously searches the frequency

8 o o :
» | HANDLE VIA BYEMAN
p P SECRET E :CQNTROL"SYSTEM' o




L2 Y o T ) Lol raliY
< Yo% aan v

o
H
H

spectrum between 50 and 8000 megacycles with ten sweep-lock
receivers. Known telemetry and other missile-associated signals
are monitored using 14 fixed tuned receivers

LY
-

Development of the system was authorized in July 1964 and
HRB-Singer was awarded a contract on 1 September 1964 for production
of two prototypes and some ground support cquipment. By the time the
system was operationally ready for a mission against Sary Shagan, the
tip-off time before an impending launch had been cut to such an extent
that it would be practically impossible to prepare and launch a U-2
mission in time to intercept meaningiul signals. The only operational
use made thus far has been by Detachment I along, the China Coast

“against SAM sites,

BIRDWATCHER (HRB-Singer, Z?wao 3}

This system is an inhouse Agency design developed by|:]
I:]oi OEL, the purpose being to provide an automatic means of
relaying from the airborne vehicle information concerning the status
of various aircraft systems during emergency situations. The data
transmitted to the ground station is then analyzed to determine the
cause and effects of the emergency situation. The system for the U-2C
‘consists of up to 40 input sensors of 20 single channelsand 10 dual
channels sampling the status of various systems functioning, and a
keyer modulator for driving the onboard 618-T-3 HF transmitter. The
system can be activated by any one of designated critical sensors, by
the pilot of the aircraft, or by the ground site's interrogation signal.

Central Intelligence Agency Act of 1949 (50

Withheld hnder statutory authority of the
U.S.C., section 403g)

The system has been proven operationally and has successfully fulfilled
its design purpose. ' '

OSCAR SIERRA. {HRB—Singer, ‘1%5)

© This system, desig ned to auﬂmm t Systern XII, is a passive
electronic countermeasures system with a broad band receiver operating
in the L, Band frequency range. The systern receives and recognizes a
missile guidance signal within a 4C-mile radius and provides an alarm
which consists of turning on a red light in the pilot's compartment,
providing an input to BIRDWATCHER, and turning on System XIiI.
Three prototypes were deployed after successful tests in February 1965,
and six production units were ordn:;cd The M&rk 111 onilguratmn was

T Hanile v BYERA
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initiated by HRB-Singer in December 1965 and the fi rst prototype flight
- tested in June 1966 did not perfox

satisfactorily. At the end of 1966
continued rework and developrment was being performed on this version.

~.

System XX. (Aerojet General Corp., 1967-68)

An infra-red sensor which detects the after-burner of a pursuing
fighter aircraft is in the development stage.

System XXI. (HRB-Singer and Sylvania Electronics Systems, West, Inc.)

{ 1966-67-68)

An airborne VHF COMINT collecting system designed as a
replacement of the obsolete System IIl is in the development stage.

Single~Side~Band Radio. {Collins Radio, 1960)

- The Collins Model 618T radio was chosen to meet the requirementv
of a light weight communications set to be used principally in the event
of need to recall the U-2 during an operational mission..

B LR
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SPECIAL ELINT PROJECTS

. NIGHTLATCH, | . |

In late 1958 a new Soviet GCIL set was reported by the Air Force.
This set was nicknamed BAR LOCK. It was similar to previous Soviet
GCI sets in that it utilized two search dishes fixed on a rotating trailer,
and multiple transmitters. It differed in having six transmitters instead
 of the usual five and in perslstem veporte that the signals were extremely
strong i

In view of the excellent performance which the known characteristics
-should provide, interest in more detailed knowledge of the parameters of
_ this radar was quite high. The major unknowns were (1) peak pulse
- power; (2} vertical coverage pattern; (3) horizontal antenna patterns and
- technical competence of the antenna design.

A specialized Elint collection program was initiated in March 1959,
testing of the airborne equipment began in June, and field operations
- commenced in mid-August. During the following three months data was
obtained on a nurmaber of BAR LOCK and BIG MESH sites in Eastern
Europe and about 80% of the necessary data reduction was accomplished.
The remainder of the data reduction took place after field operations had
terminated. g | ' : ' '

The development, testing and employment of the special electronic
package was provided under contract byl -
and the final cost, plue fixed fee, for this work was $165,447. 6U. The
aircraft and crew to support the oporauonal phase were supplied by

 the Air Force. : :

CHAPLAIN. (Joint CIA Program) -

The purpose of this project was to deploy to a field site location
in Pakistan and operate special back scatter radar equipment which was
developed for the collection of 1niedxgence concerning missile launchings
m the Soviet Union, :

A survey team composed of lofﬁcers and)\
I DFPD Communications Wilicer, visited rakisfan arriving & April

SR

 [50X1, E.0.13526 |

Central Intelligence Agency Act of 1949 (50

Withheld under statutory authority of the
U.S.C., section 403g)
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‘I Withheld under statutory authority of the

i Central Intelligence Agency Act of 1949 (50

1960 and in meetings with the Pakistan Intelligence Service reached
agreement on the location of the antenna for Project CHAPLAIN in
the Malir Cantonment just outside Karachi.

Deployment to the field began | October 1960 as a joint enterprise
between CIA | | Total complement was composed of 17 field
service techreps (ACF Indus trms), : U‘a/\}.« officers and men, and '
1 CIA Staff employes for a total of 23, An Air Force Major commanded
the group and the CIA technician was de,pu-ty and technical director for

- the prdject. e ‘

The equipment was developed jointly by OSI a.ad TSD. DPD parti-

= cipation was principally with bud eting for the deployment phase for

§ FY 1961-62, and in obtaining political approval from the Pakistan Gov-

£ ernment. DPD recormmended that either TSD or the Office of Communi-~
£ cations furnish the team leadexr. The man chosen was|

a0 [ of TSD. Chief, NE Livision wished the team {0 TEpOTE

J| - through the| | aithough the DD/P felt he should
-

report directly to Headquarters, DPD.

50X1, E.0.13526 |

By mid-July no degree of operational success had been achieved
and DPD was in the position of having full responsibility for operational
support overseas but with little or no direct responsibility for the tech-
nical operation or exploitation of the end product,

In September 1961, |:| proposed that the joint project become
a fully military one. Ambassador Rountree in Karachi turned down the
request oftﬁo; militarization of the progect

In August 1962, it was mgommended and ag; eed that Acrency
partmlpatlon bc, transferx eq to OL,LJ ™

| 50X1, E.0.13526
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STATUS OF CONTRACTS - 30 DECEMBER 1966

7

Funds Obligated yader OSA Contracts:

K FY 1955-1962 FY 1963 FY 1964 FY 1965 FY 1966 FY 1967 Total
OSA $135,216,361.41/$130, 785,876. 99| $172,285.874. 00 | $235,680,911.80($178,036,061.65| $105, 772 337.31 | $ 957 777 423.16
/CIA Other 8,061,061.02 3,011,940, 27 4,136,289, 41 11,475,203.90 9,927, 798.99 _178,839.00 36.791. 123. 59
‘ 'ﬁSAF 429,139,477, 36] 250,014,334, 60| 417,143,234, 15 | 451,327,493. 73| 485, 644,953, 46 81,440,322,.00 | 2,114,709, 815, 30
Navy 3,027,732.48 72,296. 77 99,427, 92 517,908, 79 1,047,513.49 301, 615. 00 5,066, 494. 45
Army 572,587. 64 2,446, 564. 00 1,483,295, 00 1,437, 142.85 366,416, 00 9.300.00 { _ 6,315,305.49 I
TOTAL $576,017,219.91($386, 331, 012.63 |$595,148,111.48 | $700,438, 661. 07 |$675, 022, 743. 59 : $187,702, 413, 31| $3, 120, 660, 161. 99
IDEALIST ) ;
Total $ 80,333,696.73$ 11,565,946, 72 (¢ 9,802,552.66 | $ 15,595,302.69($ 13,971,806.16 | $ 4.401 368.56 |$ 135.670.673.52

Total contracts let by OSA, 1955-66: 709 (including 111 for USAF) Payments completed: 284

s

Contracts currently active: 425
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Central Intelligence Agency
Washington, D. C.

Office of the Director - 30 January 1936

The Honorable Donald A. Quaries
Secretary of the Air Force
Washington 25, B. C.

Dear Mr. Quarles:

I refer to My. Gavrdner's lettexr of 11 January 1956 in
which it is requested that this Agency undertake the pro-
curement, for and in behalf of the Air Force, of L-182 *
aircraft additional to those presently being procured for
Project AQUATONE (TS). The decision that the procurement
of airframes and certain other egquipment for this Project
be undertaken by the Central Tnte?ilﬂcnce Agency was made
~concurrently with and as a part of the decision whereby the
Project itself was launched. You will remember that the
consiﬂerations which prompted the undertaking of this major
telligence collection effort by this Agency were the re-
ent for the tightest possible security and the desire
be treated as 2 non-military clandestine activity.
intenance of security required that knowledge of the
ity be confined to the smallest possible circle of
. srecifically to many fewer individuals than would
I1ly participate in such procurement were it undertaken
accordance with standard 4iy Force procedures. In any
event, the need for speed reguived the employment of pro-
cedures involving less widespread coordination than those
regularly employed by the military departments. These
arrangements were understood and agreed between us from
the inception of the p“cjrct,and I believe that an unusual-
1y high degree of security has been naintained.

-4

in

We are now advised that the Department of the Air
Force has established a f;xm'!oqulremont for 29 additional
airceraft and related equipment for the Air Force inventory
for the eariiest possible delivery. :Upon review we are of
the opinion that the producition by the Lockheed Aircraft
Corporation of its model 1L~182 and related equipment still
requires the hlﬁhouf degree 0f security protection, since
knowledge of the ex1 tence aund performance of the L-182 is

TS~142959

* U-2.
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‘instituted for this procurement heretofore could not

ices Procurement Regulations. As your agent, this Agency

P G o ey a5
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the most highly sensitive information concerning Project
AQUATONE, TFrom discussions uﬁ£Wan Aixr Force and Agency
persounnel on this subject, it appears that the special
security procedures and precauvntions which have been

be continued if the Air Foxece were 1o uandertake its

own additional procuremeni. In order to limit knowledge
of this aircraft and ianferences as to its intended use,

I believe the procedure reguested by your Department is

in the natiomal interest. Accordingly, this Agency will
act as executive agent of the Air Force in the procurement
of aircraft and xelated eguipment, which will be carried
out in accordance with the priunciples of the Armed Serv-

will take only such action as shall be specifically re-
guested by your Cffice.

Detailed arrangements for the administration of this '
program will be worked out at the earliiest oyportunity
with your representatives, at which time the transfer of
approximately $31,000,000 will be accomplished. Further-
more, we will keep the security aspects of this program
under constant review ags I am in agreement that the ad-
ministration of the contracts involved should revert to
the normal Air Force: systcm at such time as securlty re-

qulrements permit.
Sincerely,
(Slgnua)
Allen W. Dulles

ﬁ;re ctoxr

_Noted: R. M. Macy
- “ Bureau of the Budget
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HISTORY OF USAF FUNDS TRANSFERRED TO CIA/OSA
FOR U-~2 AND SYSTEMS PROCUREMENT

29 Feb 1956 . FY 1956 % 9,000, 000. 00

18 Apr 1956 CFY 1957 . 22,000, 000. 00
17 Apr 1957 - FY 1958 ' ' 11, 000, 000, 00
27 Aug 1957 FY 19359 5, 000, 000. 00
10 Sep 1959 FY 1960 o 2,600, 000. 00
23 Dec 1959 _ Y 1960 . 2,600, 000. 00
20 Feb 1960 . Proj 4076 : 1, 325, 000, 00
21 Oct 1960 CFY 1961 o 4,200, 000. 00
28 Jul 1961 FY 1962 4,700, 000. 00
, ' ’ - - $62, 425, 000, 00
(Transferred to NPIC) ' - iy ~ 140,000, 00
' ‘ ' : $62, 285, 000, 00
5 Nov 1962 FY 1963 6,200, 000. 00
(Transferred to NPIC) . - 193,850, 00
.oa $68, 291, 150. 00
10 Dec 1962 FY 1963 o 474, 076. 00
20 Aug 1963 FY 1964 , ' 2, 000, 000. 00
11 Oct 1963 . FY 1964 . ' 1,100, 000. 00
30 Dec 1963 ‘ FY 1964 © . 3,100, 000. 00
8 Jun 1964 - FY 1964 . 717.174. 00
30 Jun 1964 o FY 1964 T 372, 144, 00
20 Jul 1964 - FY 1965 L 5,200, 000. 00
28 Aug 1964 . FY 1965 - 5,200, 000.00
7 Oct 1964 ’ CFY 1965 0 A 400, 000. 00
2 Jul 1965 - CFY 1966 0 .. 4,029, 000, 00
22 Nov 1965 - FY 1966 _ . 4,652,000.00
28 Jan 1965 FY 1966 .. 278,000.00
Mar 1966 CFY 1966 110, 000. 00
13 Sep 1966 . FY 1967 Lo 8, 380, 000. 00
CTOTAL %104, 503, 544. 00

Less: Cumulative Obligations
through 31 December 1366 .~ = 98,589,321.94
Total Unobligated Balance - $ 5,914,222.00

R o S W P T  SP n S VILS 6
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) 'I‘he first pha.se of our procurement activities under Projec
_.-AQUATONE is in concrete form and all the contracts are suffici .n’cly
“developed to’ allow an a.ppraxsal. It appears appropriate to rev:.ew ‘th
-situation at this time when the Air Force plans an additional procure
‘ment phase of the equipment,- partmula.rly from. our. pnme contractor .

‘the Lockheed Aireraft Corporation.  To this point the procuremen

has been joint in nature,’ The CIA ha "‘mgned the contracts and has
prowded the. funds for the maJor procurement 1tems, the Azr Force
‘providing certain Government- furmshed equzpment and is procurm
'certam other items which it is'in a better posm.on to develop.and

“In consxder:.ng this joint procurement, “it‘'should be kept in
mind that the CIA is authorized to exercise the authorities contained’
n the Armed Services Procurement Act of 1947, including Sectwn 10
thereof, “Section 10 is spec1f1cally desxgned to faczhtate procurem ;
of supphes and ‘equipment: by one agency for another, and the Jomt
procurement of. supplies and servzces reqmred by the a.genc:.es
provides for such assignments: a.nd delegatxons of procurement re-
_sponsibilities within the Agency as may be desirable and the. ass1gn
.ment and delegations of procurement"responsﬂnht:.es from one ageo
‘to another or the creation of joint or combined offices to exercwe th
‘procurement’ respons1b111t1es. 'Th.” procurement program for Project
‘AQUATONE, therefore, is cleafly w1th1n the contemplatzon of Sectio
10 of the Armed Serv1ces Procureme '

: 4, In genera.l the various contr‘acts_let under Py :
?-'follow normal Government procureme t standards although they may
:dxﬁ'er as to type., In certain’ mstance' secunty or the urgency mvolve
"~ has. requ:.red alteratmn of procedures or waivers of certain spec:.ﬁc
“limitations. . Insofar as the security pre’cautzons are concerned ‘we




rely on Section 10(b) of the CIA Act of 1949 in
the: contracts appear e1ther Agency sterile’ or Government sterile and:
> : itis probable that the Air

Force ‘does not have the legal authonty to achieve such’ coverv arrange

'ments in precwely the same way,’ although commercial cova has be'
achieved by the Department of. Defense through othexr demces ’ '

. waiver of limitations, however, we have had little occasxon to is sue ‘an
substantive waivers or. exercise unusual author:.tr.es which wexre not
a_.vailable to the Air. Force under ts own author1t1es.. Consequently
the procurement by the CIA has; to date, been basically no different
from that which could be’ accomplzshed by the Air Force. . A potentxal
vdszerence, however, arises from the fact that we can wawe anyand

“all limitations in the event Project security or other con51derat1ons

* requires us to do this, whereas the Air Force could be limited

can be: done in t}ns regard

¢ Connderatmn Was. given ti ‘the Air Force undertakmg th1 %

procurement and the following facts were ascertained, A similar. pro
 posal from the corporation had prev;ously been reJected by the Aiz’
. Research and Development Command ‘The processmg in the A1r Forc
‘under the proposal known as CL 282 had gone on for six ‘to mne month
“before reJectxon. If the present proposa}. in which the CIA had an inter

est were to be sponsored by the Air Force, it would have to be refer_re
" back again to the ARDC for full Justzficatzon which would of necessxty
“include the CIA's interest. If approved by ARDC it would then have to
.go through the Air Materiel Command with full coordmatzon under all’
the Air Force rules and procedures Only after that could negotlatlons
~on the contract itself be mshgated;} ‘No estimate of the the involved
.could be made, except that it would be a ‘long drawn out procedure and
‘that necessarily during this procedure a considerable number ‘of off:ces
‘and individuals would get at least an indication of the purposes for whic
.the procurement was aimed. - With time a vital factor and aBsolute

security indispensable, the’ “Air Force channel of procurement was
tently mposs;ble.

'cedure thhout razsmg as many ques ions as m1ght be’ ra.zsed ‘by gomg
‘through the full coordination process 'On the other hand, the CIA’ “from
the procurement standpo:nt alone could enter into the transactmn ilmos




instantly upon approval by the Director, and it would be nec

inform only a handful of people outs1de of those ‘who' would . know'the

substantwe nature of the Pro;ect in any case, 'Not only would there

be far closer secunty, but also there would be much greater ﬂex1

b'ihty, which is. essent1al in'view of the unknowns to be encountered
“and the extreme urgency in solvmg them, It was unammously agreed
f?'therefore, that the ClA should handle the contracts and fuuds i

;;ﬁxed-pnce ¢ontract, - F1xed-pr1ce contracta have the advantage o
(i) su:npler admmwtratwn, {ii) minimum of: t1me-consummg delays
;,(111) less complex audit- procedures, (1v) more responsr’bxhty on the
“Contractor, ‘and (v) generally greater flexzb:.hty to cope with unusual
. conditions which this type of procurement would involve: Secunty
- problems, likewise, are simplified, I, therefore, entered into.nego
tiations with Mr. Johnson, the Lockheed Project Engmeer, on the '
- basis of a fzxed-pr:.ce arrangement ‘He' set forth a proposal in whxch
‘the price was stated to be $22 500, 000, At this time we had the}_ nfo
‘miation from- the Air Force that the' sa.mrlar proposal,” pre\no sk :
‘sidered by ARDC : as CL-282, had been estimated to ‘involve
-$28, 000, 000, I stated that due to the uncertamty on costs we should’
'_.probably have some redetermmatron provision’and asked Mr . ohn O
-if the $22 500, ‘000 were an outsrde figure. He asserted that 1t was
‘and accordmgly I prepared a letter ¢ontract which obhgated the’ amoun
f $22, 500,000, We then began negotiation for a definitive contract
with Lockheed, and their Contractmg Offxcer, Mz, - Bzas, told me tha
_-:when Mr, Johnson mentioned the figure of $22, 500, 000 to the Corp
ation Comptroller and that’ there would be a pr1ce-redeterm1nat1on
clause, the Comptroller had deemed it prudent to ask for provxsm'n:
for price redetermination upwards from $22, 500,000, 7 & stated that
‘the Agency did not have additional funds to obligate for this purpose at
. this time, but that if the need arose’ they could be made avallable and
I'would commit the Agency to an upward and downward price ,redeterm,
nation with the profit factor varymg nversely with any increase in cos
‘This was further discussed. with Mz T ohnson, .Who mchcated that he ad’
.consrderable conﬁdence in h1s estxrna’ce of $22, 500, 000 as an’ outsxd
figure, but that there were obv-rously some unpredictable items,
'undertook to pomt out to Mr. 3’ ohnson the method by whxch-vwe pla'




to operate, including direct negotiation, elimination of detailed and

current audit procedures, and over-all simplification of contract pro-
‘cedures,  all of which I felt would allow Lockheed to make savings no
normally available, Mz, J ohnson ‘agreed that this should not only"
‘expedite production but also should lead to savings on his. estimate
although he was careful to point out that wage rates: would be some’-
‘what above norinal as they would be utilizing the cream of the Lockheed
employees’ for this Project. ' The definitive contract was, therefore
‘negotiated on the $22, 500, 000 price with negotiation upwardsif cost
experience Jjustified; unlimited downwards. No price profit factor was
established although we indicated to Messrs. Bias and Johnson that at
$22, 500, 000 we could not go over the average profit factor on Govern-
ment contracts, which appeared to be in the neighborhood of 9-1/2%
unless substantial savings through economy and efficiency were achieved
and that contrariwise, if the sxpenditures ran over $22, 500, 00

would propose that the profit factor would be reduced. ;i

. 8, It is important to keep in mind that in the prime contract a
- well as the others executed by this Agency for Project AQUATONE,
the responsibility for performance was put on the Contractor. By per-
- formance here is meant more than the actual flight performance of the
“plane, It is the performance of the whole system with all its interre~
lated parts, so that the responsibility was not only for a machine which
‘flew‘at.a certain‘height for a certain distance at a certain speed bu
also to assure that the flight performance was capable of sustaining the
.camera, communications, navigation, and other necessary equipment
'In normal ‘Air Force procurement, each part and all materiel must mee
rigid Air Force specifications’ and inspection so that as the product
‘comes off the line its performance is largely the result of the Air Forc
‘supervision, ‘Under our.Contract No, SP-1913, the contractor was ‘awa:
of the performance which was required and it is his .féspo:isi'b’_ilif‘;y_fd :
‘produce this performance in such manner as he deems most effective
and efficient, Lockheed, therefore, worked directly with Perkin-Elmer

Hycon, Ramo-Wooldridge, and the rest s a member of a team to’
‘evolve a complete and balanced system. | In the event of disputes or
the need for policy determinations, Lockheed could turn to one place
to provide the answers instead of having|each aspect staffed through
‘separate staff comiponents as in the Air Force. In certain instances :
modifications have been required for the/ Government's purposes:




and above the ongmal specz.fmcatzons
contempiated, but these have been
‘so that the baslc concept of sP 1913

In consxdermg the circumstances under whlch SP—1913 va

‘gotiated, it appears that the- defxmtwe*contract is advantageous both to
the Contractor and to the Government To the Contractor it gave the
'greatest poss1b1e freedom from, mspectnon and’ supervxsxon while,
course, - throwing upon ‘him. responsxbihty for results. Since the con=~
'tract with the CIA is- .small for this: part;cular corporatmn, the’lmcentwe
‘is to produce results “which would then be attractive to the: Air Force and
‘larger procurement, This places a premzum on eifxczen.cy and perform

nce.  From the C‘xovern.ment's wewpomt, the price redetermination pro;
..cedure with provision for upward redetermmatlon tends to eliminate:
~those contingencies which the corporata.on would put into a fixed -price
‘contract on.a new production 1tem.'_ Furthermore, the profmt percentage:
wise and dollarwise will go up as the Government's expenses. a.re:redueed
“on the other hand the percentage “will go- ‘down and perha.ps the dollar
‘amount too if the cost to the Government goes up. As of March 25} 1956

" the Contractor is ahead of schedule and actual expend1tures are’ some

+$8, 000 ‘000 under what it was a.ntmcxpated expenditures would. be as of

f However some $1, 400, 000 a.ddxt:.ona.l work has been added
since inception of the contract: This means that the original work, plu
that which has been added by- change orders, will still be accomphshed
under the original contract price, “-,thh some resxdue, prowded that no.
unusual costs are encountered dur'"ng the next sxx or, seven ‘months,

: Due to the Contra.ctor s long years of experzence with Govern=
ment contracts, the negotiation on the price redetermination is not ¢
inordmately difficult since all co st factors are well established, ineludi
guch items as overhead allocatlons This is bolstered by the £act that' :
the contract prov-xdes for- mspectxon and aucht ‘of the books and records
of the corporation at any time and arrangements are now. bemg mad
have the Air Force audit the contra.ct on a secure basis and in accoxd=
ance with procedures familiar to Lockheed and to the Air. Force
sequently, the contract has the usual benefits and ease of a.dmlmstratxon
-and performance of a ﬁxed-pnce contra,ct with the further benefzt
‘the Government of recovering any ¢ Intract funds not’ actually
“for the contract’ work, by virtue of Q\e redetermma.tlon factor.

of course, is feasible only where 2 eompa,ny has had such an ex‘tensi'
“course of dealmgs w:.th the Governm,ent that cost elements ar 11




n connection with procurement which the CIA is undertaking’

8 agen jfor the Air Force through Contract SP-1914 ‘generally the:
.same, practmes and procedures are bemg followed as -applied to SP-1913
"Smce ‘the CIA is, however, the agent of the Air Force," a deta1led agree
ment outhnmg this agency has been executed between the. ‘Agency and th

ir Force. In this the Air Force clearly undertakes respons1b111tyf‘. Lo}

equxrements and spemhcatmns and for mspection and acceptance and
the Central Intelligence Agency performs the contractual functmns and
‘administers the contract and any changes. thereto, in accordance with
‘the written request of the Air Force. 'Présent known’ reqmrements

f the Air Force indicate that some. :20 to 30 contracts on behalf of;
Alr Force W111 have to be processed by us under this arrangement

it In the foregomg we have dlscusse in cons:.derable detai

. SP 1913, both because it is the maJor and basic’ contra.ct and because of
-all the contracts it is the only one in whxch there was a departure from
‘_,normal Goverhment procurement practmes as opposed to procedures.
‘Evenon that point, which iavolved the implied commitment of additiona
funds over and above the immediate obhgatmn of funds, the same re-
.sult could be achieved by other devices available to armed services
procurement agencies. . Other contracts with Perkm-Elmer, Hycon,
and Westmghouse, etc., are A1 sxmzla.r to SP-1913 in the procuremént
‘methods utilized and, agam, probably are ‘all within the- legal authorit
.of the Air Force to procure in this manner, - The contract ‘with Ramo

’ -fWooIdridge is-in all substantive aspects the same as the Alr. Force

‘would write—a standard cost-plua -a-fixed=fee contract i

ing to’ ‘note. that in the so=~ ~called unusual type ‘contracts’ wrltten to date :

3 Lockheed Perkln-Elmer, Westznghouse,‘e’cc )whach provzde for 4p'-f

‘been made as yet, and will’ not, in’ ‘all probab111ty be made,’ Hoy

‘the CPFF standard contract has’ increased conszderably in. cost ove
that originally budgeted, : _'_I?hls mds.cates only that it is the’ nature f th
‘work that determines the ultnna.te cost to the Government. rathe ¢ tha
the’ method of contractmg. ‘The admmxstratxon of the’ contracts has no
-ﬂfollowed the normal service practices; as for security reason '1'




‘thé large staffs ‘which: normally revmw*tontrac‘cs in varying

”were here reduced to one’ small staff, Within these hmn:atmns; 0

the adm1mstrat1on has been meticulous with ‘particular attention to chang

_ AL contracts ‘and all changes ‘thereto have been rev1ewed by. the
General Counsel or his Deputy and’ specxhc approvals on. polzcy or fiscal

matters ha.ve been obtained from the approprlate approving offmers n
all cases. Again, gran’cmg ‘that’ t}ns system may work only. when' 'dealmg
with compames which are themselves competent in'the’ runnmg ‘of their:

f'busmess and are famxha.r with’ Government procurement,” under the

“eircumstances surrounding this. Project ‘we believe the proaurement
ystem jnvolved adequately protected the Government, was effective in

- meeting procurement needs, and through its e££1c1ency and. unp11c1ty wa.'
.economlca.l for the Government,

(Slgned)

Gerneral Counsel




ANNEX 48




Withheld under statutory authority of the

B Central Intelligence Agency Act of 1949 (50
| U.S.C., section 403g)

ORGANIZATION CHART -~ DEVEiOPMENT & PROCUREMENT

; : Director of Dévelopment &

| FOG Project Personnel ~ Procurement == Project Consultants

i L/C Sidney Brewer, USAF Mr. George F. Kucera _ Mr. Ralph Clark

‘ L/C Russell Herrington, USAF - Area: Proj Hqs RAINBOW = f——--+ I('V___fh—"'_l'_

! " | Liaison (development and /aTious Others

E R & D and Technical procurement), any general from time to time).
Mr. James McDonald, Contracts Proj development or ; -

l ‘Mr, William Denard, | procurement policy.

I

[50X1, E.0.13526

1 T

Project Contracting Officer

exr

Area: Negotiation of new contracts
and amendments to existing contracts;|.
formal administration of contracts
(approvals, interpretations, ete.);
terminations and settlements of
contracts; audit arrangements and
liaison and similar procurement
problems. Area includes FOG

Area: Day to day liaison with
suppliers on R&D and technical problems
associated with equipment being de-
veloped and produced; review of old
regmts and initial recommendations on
new regqmts; evaluation of results; -
action and/or recommendations for
action with reference to modifications,

contracts. » changes, etc. Includes common FOG items '
h
| 1 ' ' | . 1
Contract Negotiator Contract Negotiator Systems 1 thru Cameras and APQ, Radan
Contract Administrator| | Contract Administr. 5 Read-out & Related Eqpmt. and Related
lr [ I J Related Eqpmt. Film Process. Eguipment

Withheld under statutory authority of the

U.S.C., section 403g)

Att. to SAPC-16511

Central Intelligence Agency Act of 1949 (50 . 11 June 1957
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U-2 CAMERA SYSTEMS

Focal
Length Range
3 3000 n. m.
Tracker {T-35) 2n 4000 n,. m.
36" Variable,
R Max, 3160 n.m,
36" Variable,
Max. 3160 n. .
2 3740 n, m.,
C Triple Prime {Itek) 24" 3000 n.m.
Panoramic {veferred to
as the Delta)
Dual C Triple Prime 24" 3000 n.m,
{Itek); Convergent
Sterso
Original tracker, no longer used by IDEALIST

I "= wn o am. NS NS S A EE S - eerchwcend e Ny R

Ground .
Lateral Resolution Scale
Horizon 15! 1
to Horizon 280,609
Horizon 12 1 :
to Horizon 420,000 .
v Horizon 3!, 30-35 lines 1
to Horizon AWAR 23,300
Horizon 2.5', 45 lines 1 5 o8
to Howrizon AWAR 23,300
55 1.25' 110 lnes 1
per mm, low 43, 000
contrast
17.3 10", 120 lines 1
per mm 35,000
, 1T ‘10", 120 lines 1
per mm 35, 000
- TP ECRET

ROM Cost Availability/Remarks
Quéntity: 17; fits U-2C
$10, 600 Quantity: 15; fits U-2C & R
$120, 000 Operational; 8 on hand
$120, 000 Operational; 3 on hand
£950, 000 3 ordered for OXCART;
3 mos. time required to
configure for U-2.
$168, 000 Prototype avzilable with

#1 $435, 000
#2 301, 000
#3 200,000

limited spazes for limited
operational use.

Delivery of stereo camexras

scheduled beginning Feb 64;
4 cameras ordered.

Handle via SYEMAN
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' R - - altitude, better defensive gear, and improved maneuverability due to
o redesign will extend on into the 1970%s the U-2 capability for overhead
' reconnaissance of denied areas. - ’
' 8. A follow-on subsonic reconnalssance aircraft should have
' the following characteristics:

'. G)X4,.E.O.13526 a. Reach in one hour or less.

l | ~ b. Range of 3,000 N. M. at or above 70, 000 feet.

T L : c. Mid~range one‘ra"ional altitudes over denied territory
l50X4, E.0.13526 |at or above

; d. Increased maneuverability at altitude to increase the
survivability margin against SAM defenses.

e. Integrated, light-weight warning/defensive counter-
measures systems.

f. High-altitude engine re-light and flameout prevention.
g. Expanded night photo capability.

h. Real-time read out of selected airborne sensors by a
ground station.

i, Infrared defensive éystem.

Internal installation of all sens‘ors and equipment.
k. Compatibility V;nfith‘existi’ng sensor systéms.

i, -.Structurally capable of carrier‘ operation.

m. Structurally capable of conversion for air refueling.

>
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9. The requirement for U-2 reconnaissance having been stated
- in paragraph 4, it is appropriate at this point to recommend a new buy.
It is our understanding that your memorandum of June 10, 1965, was
- predicated on not purchasing improved model aircraft; nonetheless, it
 is the considered judgment of the undersigned that a very definite need
. for the U-2 abides for covert work and overt surveillance reconnaissance
"~ and photo mapping into the distant future. Based on current attrition
rates, it is possible to predict that the total U-2 inventory, exclusive of
AFSC holdings, could conceivably reduce to 9 or 10 aircraft in a three~
year period. Such a figure would be considered a marginal effective
national reconnaissance asset. We agree with that part of your June 10
memorandum to up-date all SAC U-2's, but it is our opinion that the '
conversion should be at a rate faster than specified. We are in consonance
- with the rest of the proposal as a sound plan basically, but since we are
recommending a purchase of new aircraft, we feel its implementation at
this time would be premature.

10. To realize the maximura benefit from a new reconnaissance
aircraft, the Agency and the USAF {and other interested agencies) should
jointly approve and purchase a similar model airframe. Further, this
aircraft should be produced in quantity to give both users an operational
inventory not later than the end of FY-67. In the meantirne, modify all
U-2 aircraft in the USAF and Agency inventory to the light-weight
J75-13B configuration and standardize sensors and defensive ECM equip-
ment. This will reduce overall spares requirements, provide maximum ’
flexibility of utilization, and permit an orderly phase-out of the equip-
ment at the end of its service life. In addition, a decision to convert
the SAC fleet implies a decision to purchase engines immediately.

11. It is recommended that USAF and CIA, in joint enterprise w th
the contractor, initiate a new buy of an improved U-2Z. This decision
should be made in the near future while tools and dies are readily available.
To delay will cause a future purchase to be more difficelt and expensive,
When the decision is made to purchase, it will be necessary to determine
its size, considering the missions and needs of the participating agencies
as stated in paragraph 4. : '

{Signed) - JACK C. LEDFORD . LEO P. GEARY
: | Brigadier General, USAF ~ Colonel, USAF
Director, Program B, NRO Director, Program D,
IDEALIST
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21 June 1965

- MEMORANDUM FOR: Director, National Reconnaissance Office

'SUBJECT: ' : . Future Néeds for U-2 Aircraft

REFERENCE: , Memorandum from DNRQO to Directors,

' ' .~ Programs B and D, dated 22 March 1965,
Subject: Future Needs for U- 2 Aircraft
(BYL 36277~ 6::)

1. The measure of denial of covert aerial reconnaissance by the
U-2 will depend in large measure upon the rate at which hostile defensive
environments, both missile and aircraft, are introduced, and the pro-
gress we make toward couniering those environments. With introduction
of the Systems 13A, 9B, 12B and Oscar Slerra, computer studies show
survivability of the U-2 against SAM-defended areas is now above 80%.

~To improve this survivability rate we must continue our aggressive de-
velopment and implementation of defensive countermeasures. Develop-
‘ment of hostile defensive enviromments notwithstanding, there will continue

-n

to be many requirements for U-2 quality photography, U-2 flexibility and
responsiveness to emergency situations, and U-2 economy of operation.

2. Since the first loss in 1940 to the surface-to-air missile, the U-2

‘has been regarded as vulnerable to the SAM threat. However, with the

use of countermeasures and warning devices, as well as judicious mission
planning, the U-2 has so far accommodated the problem and survived as

Lan effective intelligence collection capability, In the very recent past, a
_latent threat, the fxghiﬂ*‘-1ntem,cpe,m‘.-, has loomed as a hazard to the U-2
‘mission. Whereas the SAM threat can be neutralized by avoiding its

“lethal range, the high-performance

fighter- mtercgptor is a flexible de-
cuntermeasures to the fighter threat
improved, Comp:vehe_nsive studies

2 against MIG-21 type aircrait when

fense which can seek out the 'K.E«i?..' G
have been developed and are heing

indicate 94% survivability of the (-

‘the U~2 employs existing defensive measures. ‘In the future we can main-
‘tain and improve this survivabi
in this paper. '

lity by implementing the program described
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3. As was pointed out in the briefing rendered the NRO EXCOM
on 1 September 1964, unless new aircraft are put into the U-2 inventory,
estimated losses over the next five years will force closure of the U-2

program for lack of aircraft. The total inventory as of 4 June 1965 is

25 aircraft of which 20 are photo-configured. The 25 remain from the
original purchase of 55 aircraft. It is interesting and perhaps illustrative
to note that of the 30 U-2's lost, only seven were on operational over-

flights. Of these seven, five aivcraft were lost on Agency overflights.

Five losses out of 461 overflight missions represents a loss rate of 1, 1%.
The loss near Key West on 20 November 1963, and that over China on

30 October 1963, were probably caused by axrcraf’: or systems malfunc-
tions not caused by hostile action.

4. In the near future, 1967-1970, the U-~-2 can profitably operate in
any area where there is a requirement to produce high-resolution pho-
tography, where it is politically more desirable to conduct covert over-
flights, and where it can deliver photography more economically than
other methods. With an improved aircraft to provide increased altitude

- and maneuverability and the use of defensive systems now in production

or in development, even the present restriction against flying directly
over SAM sites will cease to be a valid limitation to unrestricted opera-
tional use of the U~-2. The requ urerr\cn’s for covert strategic search and
overt surveillance will continue for the foreseeable future in the following
areas: ‘

a. The TACKLE program will continue in China and North
. Korea. Here the U-2 will cover targets and areas which require
" high-resolution photography but are not capable of being surveyed
quickly or continuously by other less responsive and more ex-
pensive capabilities. = '

b. The major portion of i donema can be covered by Ui
missions unless and until the lodonesian fighter capability shows
marked improvement beyond any reabonable estlma,ie of their
projected force btrucwre. &

c. All of Africa can most profitably be photographed on U-2
missions. Defensive system improvements noted above will
' probably permlt SAM-~defended tar cre,f.s to be photographed.

2
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d. The greater part of the Middle East including Saudi
Arabia, Iran, Iraq, Yemen and the Levant Coast is a likely target
area for U-2 operations, '

e. The Sino-Indian Border and Tibet, as well as Sinkiang
Province, are now and may remain profitable target areas for the
U-2.

f. Southeast Asian countries which may be subverted and
infiltrated by the Chicoms {Burma, Malaysia, for example) should
be "'safe'' target areas for a significant portion of the 1967-1970
period. ' :

g. Should the need arise, such as it did in Venezuela, Central
and South America, crisis situations can be covered by the U-2
either from land bases or from carriers,

h., ELINT requirements dictate that continued improvement
in collection platforms must be made. The aircraft being con-
sidered herein will be a considerably better capability.

i, In conjunction with its reconnaissance role the U-2 is capable
of performing photo-mapping chores more cheaply and more effec-
tively than current assets,

j. There are indications that NASA has expressed interest
in acquiring U-2's for reasons not known, and have mentioned a
. figure of three aircraft as probably satisfying their needs.

k. Should atmospheric testing be resumed, undoubtedly the U-2
will once again play a significant air sampling role, with particulate
and gascous collection gear. ‘

5. The USSR, its Europeaﬂ satellites, Israel, China targeté de-
fended by SAM sites and/or latest fighters, the Nile Valley in Egypt and
SAM-defended targets in Indonesia have been denied to the U-2 as it now
exists. Any area which has a sophisticated air defense system {and the
pilots and equipment to use it) such as the USSR has, will probably pose

a risk to the continuation of U-2 operations in that country. The very

3
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depth of the Soviet and European satellite countries' defenses and the
quality of the Israeli system deny U-2 coverage of those areas. The
area within the lethal radius of a SAM site anywhere in the world is
denied to the U-~2 in its present configuration, but will become open to
‘the improved U-2. ’

6. The collection capability of the U-2 in its present or proposed
form compares favorably with other systems in that it produces a high-
quality product at a competitive cost. It is a more economical instru-
ment to collect photography in lesser-defended areas than is the A-12/
SR-71, which should be reserved initially, at least, for areas the U-2
cannot penetrate. Drones, TAGBOQARD or Model 147, are committed
to a pre-programmed track which is flown only if the guidance system
is 100% accurate for the entire misaion. A manned aircraft (U-2
included) can be kept on track or returned to track if and when it be-
comes necessary. In this respect the U~2 is more likely to photograph
a specific target, given the same conditions. As a complement to satel-
lite systems, the U-2 can be effective and economical for a significant

 time, c¢ertainly in the 1967-1970 period. As the search/surveillance
satellite detects targets worthy of more detailed examination, it also
surveys approaches to those tax Here we have not only target
identification but also an up~to-date exposure of defensive sites. This
information is the data on which selection of the most profitable follow~-on
coverage can be made. GAMBIT may be needed but may also be pro-

- grammed for a higher priority. On the other band, the U-2 may be able
to do the job equally as well, quicker and cheaper.

ol s

7. Clearly then, ‘ther'e is a need for a less vulnerable, flexible

' reconnaissance system capable of acquiring high-resolution photography.
Such a system could be a follow-on aircraft to the U-2 which would in-~
corporate an additional altitude capability, a more effective and integrated
defense and countermeasurés system, and an airframe clean of external
_drag items. Continuing positive efforts are being made to improve the A
current U-2's performance through a weight-saving program to increase
altitude, through improved ECM, and through new tactics. Although sig-
nificant progress has already been made, there is, however, a limit
which the current U-2 can achieve through such measures, and it falls

- short of the desired gains a new model can provide. The increased
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