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Contract 045-0-210,
Gbliyatlo i r,otics No. 0

I ,NOY 5 190

Atlaatic Ric field iIanford Co^ipar.y
ATTN1: "r, G. T. Stocking, Presioent
&icnlanQ lashinOtoa

Motlemew

MIMI% OF FtiNOS : wER CONTRACT 1:(45-1)0130

This is to notify ,you that pursua pt to Paragraph (A) of Article IV
of Contract E(d5"-i)-2i"30, the amount obligataa ny LAVA is hc;ret%y
intr,^aswd 065,00300.

The total suz oblicated upwr that contract for work at/or for tha
plant is increasej to ;.i3d,7:39,211.U0,

The oil igation effected by 01ISation Notice :to. 13 is Wrgeable to
the follorinS appropriation available to WA:

Plant aad Capical E,, jiprv)t, ERVA 1476
Appropriation =0113,91

E.ruip̂xnt .................. ...................:... 	 13 fiJ7 ;1

66u: FLEA

Very truly years,

, .i!u!NAL "IGNO BY
U;GAR J. 9ENK71

Oscar J. Bennett, Director
Contracts and Procurewt uivision

2-6683

bcc: BUD Off. File
BUD Rdg. File
Mgr.'s Rdg. File
Ell Richardson, CPO ""any
CPO Rdg. File
Peggy Ott, FI N

BUD	 BUD	 BUD	 FIN	 CPO

BO'VERS:gd	 GOODHOW	 BAGLEY	 POHLOD	 SEN"IETT

10/31/75



Contract E(45-1)-2130
obligation s•:otico ho. S2

OCT 3 0 1915

Atlantic Richfield Hanford Company
ATTN: Mr. G. To Stocking, President
Richland, Washington

Centlerw.,

OBLIGATION Of MDS UNDER CONTRACT E(45-1)-2130

Ifils is notify you that pursuant to Paragraph (A) of Article IV
of Contract E{GS-t)-2130, the awount "119ate4 by iRDA is hereby
irecreasead18,330,OOO.IIO.

The total sun obligated under that contract for ,,cork atlor for the
plant is increased to $3330514,Y73.00..

The.obligation effected by Obligation Notice No. 8 2 is chargeable to
the following appropriation avail6le to EROA:

Operating E'xWses, ERDA 1976
Appropriation 89X0100.91 ....................... 	 l II 00^03.00

Very truly yours.

Original Signed by
Donald J. Ma

1
0scar 4. Sennett, Director

BUir:Cws	 Coatratts and Procurement Division

bcc: BUD Off. File
BUD Rdg. File
Mgr.'s Rdg. File
EM Richardson, CPD
CPD Rdg.•File
Peggy Ott, FIN

@2-6683	 BUD	 BUD	 FIN
	

CPD

GOODtiM or BAGLEY	 POHLOD
	

BENNETT
10/29/75



UNITED STATES

ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATION

RICHLAND OPERATIONS OFFICE
P. o. Box 550	 Contract E(45-1)-21.30

RICHLAND, WASHINGTON 99352 	 Obligation Notice No. 81

I

OCT 3'1 1975

Atlantic Richfield Hanford Company
ATTN: Mr. G. T. Stocking, President
Richland, Washington

Gentlemen:

OBLIGATION OF FUNDS UNDER CONTRACT E(45-1)-2130

This is to notify you that pursuant to Paragraph (A) of Article IV
of Contract E(45-1)-2130, the amount obligated by.ERDA is hereby
increased $1,066,000 for work at/or for the plant.

The total sum obligated under that contract for work at/or for the
plant is increased to $315,514,273.00.

The obligation effected by this notice is chargeable to the
following appropriations available to ERDA:

Operating Expenses, ERDA 1975 - 1976

	

Appropriation 89X0100.91 . . . . ... . . . . . . 41	 $ 885,000

Plant and Capital Equipment
Appropriation 89X0103.91•

Equipment . . . .	 . . . . . .	 1819000

$1,066,000

Very truly yours,

J. Be nbtt, Director
FTF:JKH	 Contracts and Procurement Division

bcc: FTF Off File	 I
FTF Rdg File
Site Rdg File	 I

MGR Rdg File	 i
OJ Bennett, CPD
EM Richardson, CPB'

.AoLu'	 DL White, CPD
P. Ott, FIN	 ^.
JF Bagley, BUD

^^yT
s.
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IN REPLY REFER TO:

August 1, 1967

CONFORMED COPYUNITED STATES
ATOMIC ENERGY COMMISSION

RICHLAND OPERATIONS OFFICE
P. O. BOX 550

RICHLAND, WASHINGTON 99352

Atlantic Richfield Hanford Company
Richland, Washington

Attention: L. M. Richards, President

Subject:	 UNDERSTANDINGS ON CONTRACT AT(45-1)-2130

Gentlemen:

I Wish to confirm certain understandings reached between us during
the negotiation of Contract No. AT(45-1)-2130 ("the Contract")
relating to the interpretation, implementation and administration
of the following provisions of said Contract.

1. Article II - Enasaement of Contractor -

Any oral "directions and instructions" to the Contractor
pursuant to Article II will be confirmed in writing.

2. Article V (e)(5) and Article V (e)(24) -

It is recognized that the Contractor's central office is located
in Richland, Washington, and, therefore, certain of the central
office costs will be incurred in connection with the work to be

3	 performed under the Contract. Consequently, it is agreed that a
properly allocable portion of such central office costs (includ-
ing travel by officers, executives, administrative heads ) and
other employees) will be allowable under this Contract. The test
of allowability of such costs is set forth in Article V (c).

3. Article XXXVII - Patents

In the event it is determined pursuant to Article XCMI, Patents,
that the title to a particular invention or discovery shall vest
in the Commission, the Commission shall, as promptly as is practi-
cable but not later than six months after the filing of the
application or applications for patent in the United States, in-
form the Contractor in writing of the foreign countries in which
the Commission has filed or intends to file corresponding appli-
cations for patent. As to any and all other foreign countries
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the Commission agrees at the request of the Contractor to give
consideration to the reassignment of the title to such invention
or discovery to the Contractor and if such reassignment is made,
to give to the Contractor such assistance, to the extent that
such assistance does not involve any security violation, as may
be necessary to enable the Contractor to file corresponding appli-
cations for patent in any such other foreign country.

4. Article XXXVII (g) - Patents and Article XL (a) -
T^-t^f

The Contractor shall be under no obligation in any way to
utilize or embody in the work under the Contract, or in the
facilities in which the work is conducted, any specific back-
ground inventions or discoveries of the type described in
Article XUMI (g), or any background technical data of the
type described in Article XL (a) of the Contract.

5. Article XIII - Contractor Procurement

It is understood that the Contractor shall submit its procure-
ment procedures to the Contracting Officer forhis approval.
When so approved, the Contracting Officer will establish a
reasonable dollar amount for fixed price subcontracts and pur-
chase orders under which specific approvals will not be required.
This amount may be modified by the Contracting Officer from time
to time.

6. Article V - Allowable Costs and Fixed Fee and Article XXXVI -

The Contracting Officer will treat as allowable costs, severance
payments made by the Contractor under Article XXXVI, Term and
Termination, in accordance with Appendix B to the Contract.

7. Article V (d)(8)(A) - Examples of Items of Allowable Cost

It is understood and agreed that the five persons initially
assigned to the Hanford Operations by Atlantic Richfield
Company shall be treated as employees of Atlantic Richfield
Company for the purposes of payment of salaries and partici-
pation in fringe benefit plans only. Costs of salaries, which
shall be subject to the Contracting Officer's approval pursuant
to Article V (d)(6)(A) of the Contract, and fringe benefits for
these persons will be allowable to the extent they are approved
by the Commission.
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8. Appendix B

Additional benefit plans may be submitted by the Contractor to
the Contracting Officer for consideration.

If the foregoing accurately states the understandings reached, I shall
appreciate it if you will so indicate by signing and returning to me
the enclosed copy of this letter.

Very truly yours,

/s/ D. G. Williams
CGB

D. G. Williams
Contracting Officer

ACCEPTED:	 August 1,	 1967.

/s/ Lawrence M. Richards
HBO

Atlantic Richfield Hanford Company
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Contract No. AT(45-1)-2130

THIS CONTRACT, entered into the 1st day of 	 August	 , 1967, effective
as of 12:01 A.M. the fourth day of September, 1967, between the UNITED STATES OF
AMERICA (hereinafter called the "Government"), acting through the UNITED STATES
ATOMIC ENERGY COMMISSION (hereinafter called the "Commission"), and ATLANTIC RICHFIELD
HANFORD COMPANY (hereinafter called the "Contractor"), a corporation organized
and existing under the laws of the State of Delaware, with its principal place of
business at Richland, Washington;

WITNESSETH THAT:

WHEREAS; the Commission has elected, pursuant to legal authority, to enter
into an agreement with the Contractor under which the Contractor will agree to
undertake the performance of certain functions for the Commission involved in and
associated with the Commission's Chemical Processing Operations in the facilities
of the Commission as hereinafter referred to; and

WHEREAS, such agreement arises out of the Commission's need for the services
of an organization with personnel of proved capabilities, both technical and
administrative, to manage and operate certain facilities of the Commission and to
perform°certain work and services for the Commission; and the Commission recognizes
the Contractor as an organization having such personnel, and that the initiative,
ingenuity, and other qualifications of such personnel should be exercised in
providing such services under the agreement, to the fullest extent practicable;
and

WHEREAS, the Contractor recognizes that attainment of the Commission's over-
all objectives and discharge of its responsibility for economy and efficiency
in the conduct of the atomic energy program require the Commission's general
direction of the program, supervision of Government-financed activities of organi-
zations managing Commission facilities and related functions so as to assure
conformity with applicable law and policies of the Commission, and full access to
information concerning such activities under this contract, and that the Commission's
program of administration under the Atomic Energy Act requires integration and
coordination.of such activities which the various organizations may be in a
position.to perform, for the utilization of their services and of information,
materials, facilities, funds and other property of the Commission, in the manner
most advantageous to the Government; and

WHEREAS.,. the Contractor is willing to undertake the performance of these
functions; and

WHEREAS,_the Commission certifies that this negotiated contract is authorized
by and executed under the Atomic Energy Act of 1954, as amended, in the interest
of the common defense and security and under Section 302(c)(15) of the Federal
Property and Administrative Services Act of 1949, as amended;

NOW, THEREFORE, the parties hereto do agree as follows:

- 1 -



Contract No. AT(45-1)-2130

ARTICLE I - DEFINITIONS

As used throughout this contract, the following terms shall have the meanings
set forth below:

(a) The term "Commission" means the United States Atomic Energy Commission
or any duly authorized representative thereof, including the Contracting Officer,
except for the purpose of deciding an appeal under the article entitled "Disputes".

(b) The term "Contracting Officer" means the person executing this contract
on behalf of the Government, and includes his successors or any duly authorized
representative of any such person.

(c) Except as otherwise provided in this contract, the term "subcontract"
includes purchase orders under this contract.

ARTICLE II - ENGAGEMENT OF CONTRACTOR - DESIGNATION OF FACILITIES

The Government expressly engages the Contractor to manage, operate and maintain
the facilities designated in writing from time to time by the Commission, and to
perform work and services described in this contract, including the utilization of
information, material, funds, and other property of the Commission, the collection
of revenues, and the acquisition, sale or other disposal of property for the
Commission, subject to the limitations as hereinafter set forth. The Contractor
undertakes and promises to manage, operate, and maintain said facilities, and to
perform said work and services, upon the terms and conditions herein provided and
in accordance with such directions and instructions not inconsistent with this
contract which the Commission may deem necessary and give to the Contractor from
time to time. Subject to such terms and conditions and to directions and instruc-
tions, if any, the Contractor will use its best judgment, skill and care in all
matters pertaining to the performance of this contract.

ARTICLE III - DESCRIPTION OF WORK AND SERVICES

(a) Operating and Management Services. The Contractor shall manage, operate,
and maintain the facilities designated under the article entitled "Engagement of
Contractor-Designation of Facilities", in accordance with work programs approved
in writing from time to time by the Commission, and the Commission directions and
instructions referred to in the article entitled, "Engagement of Contractor-
Designation of Facilities".

(1) The services to be performed include, but are not necessarily
limited to, the following:

(i) Performance of all work and services associated with Chemical
Processing Operations, including production processes known as Purex, Waste
Management (crude fission products recovery and storage), UO3 Calcination,
Z Plant Operations (Plutonium Reclamation and purification) and the Hot Semi
Works, necessary to chemically process fuels and materials designated by the

- 2 -



Contract No. AT(45-1).-2130

Commission and to deliver to the Commission or to other parties approved by
the Commission, designated end-products, by-products and fission product feed
materials in crude and purified form conforming to specifications acceptable
to the Commission.

(ii) Conduct or manage the conduct by others of research and
development programs related to the Chemical Processing Operations facilities
being operated by the Contractor and such other research and development programs
as the Commission may direct.

(iii) Performance of services which the Contractor is particularly
qualified to perform for the Commission or other contractors of the Commission
at Richland, Washington. Such services shall be designated by the Commission
in writing from time to time.

(iv) Initiation of such recommendations to the Commission for
the modification, improvement, alteration or repair of existing facilities
or construction of new facilities as the Contractor considers essential for
the continued or safe operation of the facilities designated under Article
II or necessary to permit realization of benefits and advantages attained in
the course of work hereunder.

(v) Conduct of conceptual engineering, scoping and preparation
of design criteria for all projects of the nature described in (iv) above and
the providing of liaison with architect-engineer and construction contractors
which may be engaged by the Commission for work on such projects.

(2) Services to be performed for the Contractor by the Commission or
other contractors of the Commission at Richland, Washington shall be designated
by the Commission in writing from time to time and, unless otherwise approved
by the Commission, the Contractor shall obtain said services from the Commission
or such other contractors of the Commission.

(b) Construction Services. Upon request of the Commission and acceptance
thereof by the Contractor, the Contractor shall procure by subcontract the
construction of new facilities or the alteration or repair of Government owned
facilities. Any subcontract entered into under this paragraph shall be subject
to the written approval of the Commission and shall contain the provisions
relative to labor and wages required by law to be included in contracts for the
construction, alteration or repair, including painting and decorating, of a public
building or public work.

(c) Related Services.

(1) In addition to the services specifically described in other pro-
visions of this Article III, the Contractor shall perform other services,
incidental or related to the services described in this Article III (a) or (b)
or to the programs of the Commission as the Commission and the Contractor shall
agree in writing from time to time will be performed under this contract either
for the Commission or its contractors.

- 3 -



Contract No. AT(45-1)-2130

(2) The Contractor, to the extent it is in a position to do so, will
render services to Federal agencies and to other cost-type contractors of the
Commission as requested by the Commission in accordance with such procedures and
requirements as the Commission may establish from time to time. The Contractor
will receive transfers of funds therefor from such Federal agencies and other cost-
type contractors to the extent that such transfer is required by and in accordance
with policies adopted from time to time by the Commission. The funds received
in exchange for such services shall be handled as a part of the advances of
Government funds as provided in Article VI. In the performance of such services,
the Contractor is authorized to use facilities, materials, and equipment in its
custody under this contract. With the approval of the Commission, the Contractor
will render the same services, including transfers of property, to lump-sum or
unit-price Commission contractors under the terms and conditions herein stated,
and the payments received therefor shall be for the account of the Government and
shall be handled as a part of the advances of Government funds pursuant to
Article VI.

(d) General.

(1) The Contractor shall perform the maintenance work necessary for the
efficient operation of the facilities to the extent such work is included in work
programs agreed in writing between the Contractor and the Commission. Projects
which under applicable procedures adopted by the Commission from time to time require
the issuance of a directive therefor by the Commission shall not be undertaken
until such directive has been issued.

(2) Whenever approval or other action by the Commission is required with
respect to any expenditure or commitment by the Contractor under the terms of this
contract, the Government shall not be responsible therefor unless and until such
approval or action is obtained or taken.

(3) In carrying out the work under this contract, the Contractor shall
be responsible for the employment of all professional, technical, skilled, and
unskilled personnel engaged and to be engaged by the Contractor in the work here-
under, and for the training of personnel. Persons employed by the Contractor
shall be and remain employees of the Contractor, and shall not be deemed employees
of the Commission or the Government; provided, that nothing herein shall require
the establishment of any employer-employee relationship between the Contractor
and consultants and others whose services are utilized by the Contractor for
the work hereunder.

(4) The Contractor shall exert its beat efforts to acquire for the
Government such materials, supplies, equipment, and facilities, required in
connection with the work under this contract as are not furnished by the Government.

(5) The administration of all subcontracts, purchase orders and other
contractual agreements made by the Contractor, including responsibility for pay-
ment from the Government funds advanced and agreed to be advanced hereunder to
the Contractor, shall, during the period of this contract, remain in the Contractor
unless and until transferred to the Government or other designee of the Commission,
at the direction or with the approval of the Commission.

- 4 -



Contract No. AT(45-1)-2130

(6) The Contractor shall, when directed by the Commission, and may,
but only when authorized by the Commission, enter into subcontracts for the
performance of any part of the work under this article.

ARTICLE IV - OBLIGATION OF FUNDS

(a) Obligation of Funds. The amount presently obligated by the Government
with respect to this contract is Two Hundred Thousand Dollars ($200,000). Such
amount may be increased unilaterally by the Commission by written notice to the
Contractor and may be increased or decreased by written agreement of the parties
(whether or not by formal modification of this contract). Estimated revenues
and receipts from others for work and services to be performed under this contract
are not included in the amount obligated with respect to this contract. Such
revenues and receipts, to the extent actually received by the Contractor, shall
be available and used for the payment of allowable costs as provided in the
article entitled "Payments and Advances". Nothing in this paragraph (a) is to
be construed as authorizing the Contractor to exceed limitations stated in
financial plans established by the Commission and furnished to the Contractor from
time to time under this contract.

(b) Limitation on Payment by the Government. Except as otherwise provided
in this contract and except for costs which may be incurred by the Contractor
pursuant to the article entitled "Term and Termination" or costs of claims allowable
under the contract accruing after completion or termination and not released by the
Contractor at the time of financial settlement of the contract in accordance with
the article entitled "Payments and Advances", payment by the Government under this
contract on account of allowable costs shall not in the aggregate exceed the amount
obligated with respect to this contract less the Contractor's fixed fee. Unless
expressly negated in this contract, payment on account of those costs excepted in
the preceding sentence which are in excess of the amount obligated with respect
to this contract shall be subject to the availability of (1) revenues and receipts
deposited to the Government's account as provided in the article entitled "Payments
and Advances", and (2) other funds which the Commission may legally use for such
purpose; provided, the Commission will use its best efforts to obtain the
appropriation of funds for this purpose if not otherwise available.

(c) Notices -- Contractor Excused From Further Performance. The Contractor
shall notify the Commission in writing whenever the unexpended balance of funds
(including revenues and receipts) available under paragraph (a) above, plus the
Contractor's beat estimate of revenues and receipts to be received during the 45
day period hereinafter specified, is in the Contractor's best judgment sufficient
to continue contract operations at the programmed rate for 45 days and to cover
the Contractor's unpaid fixed fee, and outstanding commitments and liabilities on
account of costs allowable under the contract at the end of such period. Whenever
the unexpended balance of funds (including revenues and receipts) available under
paragraph (a) above, less the amount of the Contractor's fixed fee then earned but
not paid, is in the Contractor's best judgment either sufficient only to liquidate
outstanding commitments and liabilities on account of costs allowable under this
contract or is equal to zero, the Contractor shall immediately notify the Commission
and shall make no further commitments or expenditures (except to liquidate existing
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commitments and liabilities), and, unless the parties otherwise agree, the
Contractor shall be excused from further performance (except such performance as
may become necessary in connection with termination by the Government) and the
performance of all work hereunder will be deemed to have been terminated for the
convenience of the Government in accordance with the provisions of the article
entitled "Term and Termination".

(d) Financial Plans; Cost and Commitment Limitations. In addition to the
limitations provided for elsewhere in this contract, the Commission may through
Financial Plans or other directives issued to the Contractor, establish controls
on the costs to be incurred and commitments to be made in the performance of the
contract work. Such plans and instructions may be amended or supplemented from
time to time by the Commission. The Contractor hereby agrees to comply with the
specific limitations (ceilings) on costs and commitments set forth in such plans
and directives, to use its best efforts to comply with the other requirements of
such plans and directives, and to promptly notify the Commission in writing
whenever it has reason to believe the authorized financial levels of costs and
commitments will be exceeded or substantially underrun.

(e) Government's Right to Terminate Not Affected. The giving of any notice
under this article shall not be construed to waive or impair any right of the
Government to terminate the contract under the provisions of the article entitled
"Term and Termination".

ARTICLE V - ALLOWABLE COSTS AND FIXED FEE

(a) Compensation for Contractor's Services. Payment for the allowable cost
as hereinafter defined, and of the fixed fee, if any, as hereinafter provided
shall constitute full and complete compensation for the performance of the work
under this contract.

(b) Fixed Fee.

(1) The fee from the period commencing on the date of execution of
this contract and ending on the day before the Contractor assumes, and Isochem Inc.
no longer has responsibility for, the Hanford 200 Area Chemical Processing Opera-
tions referred to in Article III shall be at the rate of $3,000 per month; there-
after, the monthly fee shall be $65,953 and shall continue to June 30, 1968.
The fixed fee for each fiscal year thereafter shall be negotiated annually in
accordance with the procedures and schedule set out in Appendix "A" which is
attached hereto and incorporated herein.

(2) If, as a result of any instruction or direction given by the
Commission pursuant to the provisions of this contract, the level of the Contractor's
management effort is materially increased or decreased, the fee provided for in
Article V will be equitably adjusted. In the event either party deems that an
adjustment in the fee is appropriate, it will, after issuance of the instruction
or direction, so notify the other party in writing and the parties will attempt
to agree upon the amount by which the fee should be increased or decreased.
Failure of the parties so to agree shall constitute a "dispute" within the meaning
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of Article RVII. There shall be no adjustment in the amount of the fee by reason
of difference between any estimate of cost for performance of the work under the
contract and the actual cost for performance of that work.

(3) Services performed pursuant to mutual agreement under the provisions
of this contract shall be performed without additional fee unless the Commission
and the Contractor shall mutually agree in writing that they will constitute a
material increase in the level of the Contractor's management effort under this
contract, in which event the parties hereto will negotiate in good faith to agree
upon an equitable fee for such additional services. Failure of the parties so to
agree shall constitute a "dispute" within the meaning of Article RVII.

(c) Allowable Cost. The allowable cost of performing the work under this
contract shall be the costs and expenses that are actually incurred by the Con-
tractor in the performance of the contract work in accordance with its terms and
are determined to be allowable pursuant to this paragraph (c). The determination
of the allowability of cost hereunder shall be based on: (1) reasonableness,
including the exercise of prudent business judgment, (2) consistent application
of generally accepted accounting principles and practices that result in equitable
charges to the contract work and (3) recognition of all exclusions and limitations
set forth in this article or elsewhere in this contract as to types or amounts
of items of cost. Allowable cost shall not include cost of any item described as
unallowable in paragraph (e) of this article, except as indicated therein. Failure
to mention an item of coat specifically in paragraph (d) or paragraph (e) shall
not imply either that it is allowable or that it is unallowable.

(d) Examples of Items of Allowable Cost. Subject to the other provisions
of this article, the following examples of items of cost of work done under this
contract shall be allowable to the extent indicated:

(1) Bonds and insurance including self-insurance, as provided in
the article entitled "Required Bonds and Insurance - Exclusive of Government
Property".

(2) Communication costs, including telephone services, local and long
distance calla, telegrams, cablegrams, radiograms, postage and similar items.

(3) Consulting services (including legal and accounting), and related
expenses, as approved by the Contracting Officer, except as made unallowable by
paragraph (e) (25).

(4) Litigation expenses, including reasonable counsel fees, incurred
in accordance with the article of this contract entitled "Litigation and Claims"

(5) Losses and expenses (including settlements made with the consent
of the Contracting Officer) sustained by the Contractor in the performance of this
contract and certified in writing by the Contracting Officer to be just and
reasonable, except the losses and expenses expressly made unallowable under other
provisions of this contract.

- 7 -



Contract No. AT(45-1)2130

(6) Materials, supplies and equipment, including freight, transportation,
material handling, inspection, storage, salvage, and other usual expenses incident
to the procurement, use and disposition thereof, subject to approvals required
under other provisions of this contract.

(7) Patents, purchased design, and royalty payments to the extent
expressly provided for under other provisions in this contract or as approved by
the Contracting Officer; and, preparation of invention disclosures, reports and
related documents, and searching the art to the extent necessary to make such
invention disclosures in accordance with the Patent Article of this contract.

(8) (1) Personnel costs and related expenses incurred in accordance
with Appendix "B", or amendments thereto, such as:

(A) Salaries and wages; bonuses and incentive compensation;
overtime, shift differential, holiday and other premium pay for time worked, non-
work time including vacations, holidays, sick, funeral, military, jury, witness,
and voting leave; salaries and wages to employees in their capacity as union
stewards and committeemen for time spent in handling grievances, negotiating
agreements with the Contractor, or serving on labor management (Contractor) commit-
tees: Provided, however, that the Contracting Officer's approval is required in
each instance of total compensation to an individual employee at an annual rate
of $25,000 or more, when it is proposed that a total of fifty percent or more of
such compensation be reimbursed under AEC and other Government cost-type contracts.
Total compensation, as used here, includes only the employee's base salary and
bonus and incentive compensation payments;

(B) Legally required contributions to old age and survivors'
insurance, unemployment compensation plans and workmen's compensation plans (whether
or not covered by insurance); voluntary or agreed upon plans providing benefits
for retirement, separation, insurance, hospitalization, medical-surgical and
unemployment (whether or not such plans are covered by insurance);

(C) Travel (except foreign travel, which requires specific
approval by the Contracting Officer on a case by case basis); incidental subsis-
tence and other allowances of Contractor employees, in connection with performance
of work under this contract (including new employees reporting for work and transfer
of employees, the transfer of their household goods and effects and the travel and
subsistence of their dependents);

(D) Employee relations, welfare, morale, etc., programs,
including incentive or suggestion awards, employee counseling services, health
or first-aid clinics and house or employee publications;

(E) Personnel training (except special education and train-
ing courses and research assignments calling for attendance at educational
institutions which require specific approval by the Contracting Officer on a case-
by-case basis) including apprenticeship training programs designed to improve
efficiency productivity of contract operations, to develop needed skills and to
develop scientific and technical personnel in specialized fields required in the
contract work;
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(F) Recruitment of personnel (including help-wanted advertise-
ment) including services of employment agencies at rates not in excess of standard
commercial rates, employment office, travel of prospective employees at the request
of the Contractor for employment interviews; and

(G) Net cost of operating plant-site cafeterias, dining rooms
and canteens attributable to the performance of the contract.

(ii) Appendix "B" may be modified from time to time, in writing,
without execution of an amendment to this contract for the purposes of effecting
any changes in or additions to Appendix "B" as may be agreed upon by the parties.

(9) Repairs, maintenance, inspection, replacement and disposal of
Government-owned property and the restoration or cleanup of site and facilities
to the extent directed or approved by the Contracting Officer.

(10) Subcontracts and purchase orders, including procurements from
contractor-controlled sources, subject to approvals required by other provisions
of this contract.

(11) Subscriptions to trade, business, technical, and professional
periodicals, as approved by the Contracting Officer.

(12) Taxes, fees, and charges levied by public agencies which the Con-
tractor is required by law to pay, except those which are expressly made unallowable
under other provisions of this contract.

(13) Utility services, including electricity, gas, water, steam and
sewerage.

(14) Establishment and maintenance of bank accounts in connection with the
work hereunder, including, but not limited to, service charges, the cost of dis-
bursing cash, necessary guards, cashiers, and paymasters. If payments to employees
are made by check, facilities and arrangements for cashing checks may be provided
without expense to the employees, subject to the approval of the Contracting
Officer.

(e) Examples of Items of Unallowable Costs. The following examples of items
of costs are unallowable under this contract to the extent indicated:

(1) Advertising, except (i) help-wanted advertising, and (ii) other
advertising (such as costs of participation in exhibits) approved by the Con-
tracting Officer as clearly in furtherance of work performed under the contract.

(2) Bad debts (including expenses of collection) and provisions for bad
debts arising out of other business of the Contractor.

(3) Bidding expenses and costs of proposals.
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(4) Bonuses and similar compensation under any other name, which (i)
are not pursuant to an agreement between the Contractor and employee prior to the
rendering of the services or an established plan consistently followed by the Con-
tractor, (ii) are in excess of those costs which are followed by the Internal Revenue
Code and regulations thereunder, or (iii) provide total compensation to an employee
in excess of reasonable compensation for the services rendered.

(5) Central and branch office expenses of the Contractor, except as
specifically set forth in the contract or as approved by the Contracting Officer.

(6) Commissions, bonuses and fees (under whatever name) in connection
with obtaining or negotiating for a Government contract or a modification thereto,
except when paid to bona fide employees or bona fide established selling organiza-
tions maintained by the Contractor for the purpose of obtaining Government business.

(7) Contingency reserves, provision for.

(8) Contributions and donations.

(9) Depreciation in excess of that calculated by application of methods
approved for use by the Internal Revenue Service under the Internal Revenue Code of
1954, as amended, including the straight-line, declining balance (using a rate not
exceeding twice the rate which would have been used had the depreciation been
computed under the straight-line method), or sum-of-the-years-digits method, on the
basis of expected useful life, to the cost of acquisition of the related fixed assets
less estimated salvage or residual value at the end of the expected useful life.

(10) Dividend provisions or payments and, in the case of sole proprietors
and partners, distributions of profit.

(11) Entertainment costs, except the costs of such recreational activities
for on-site employees as may be approved by the Contracting Officer or provided
for elsewhere in this contract.

(12) Fines and penalties including assessed interest, resulting from
violations of, or failure of the Contractor to comply with Federal, State, or
local laws or regulations, except when incurred in accordance with the written
approval of the Contracting Officer or as a result of compliance with the provi-
sions of this contract.

(13) Insurance (including any provision of a self-insurance reserve) on
any person where the Contractor under the insurance policy is the beneficiary,
directly or indirectly, and insurance against loss or of damage to Government
property as defined in Article RI.

(14) Interest, however represented (except interest incurred in compliance
with the article entitled "State and Local Taxes"), bond discounts and expenses
and costs of financing and refinancing operations.

(15) Legal, accounting, and consulting services and related costs incurred
in connection with the preparation of prospectuses, preparation and issuance of
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stock rights, corporate organization or reorganization, prosecution or defense of
antitrust suits, prosecution of claims against the United States, contesting actions
or proposed actions of the United States, and except as otherwise provided in this
contract, prosecution or defense of patent-infringement litigation.

(16) Losses (including litigation expenses, counsel fees, and settlements)
on, or arising from the sale, exchange, or abandonment of the Contractor's capital
assets, including investments; losses on other contracts, including the Contractor's
contributed portion under cost-sharing contracts; losses in connection with price
reductions to and discount purchases by employees and others from any source; and
losses where such losses or expenses - - -

(i) are compensated for by insurance or otherwise or which would
have been compensated by insurance required by law or by written direction of the
Contracting Officer but which the Contractor failed to procure or maintain through
its own fault or negligence;

(ii) result from willful misconduct or lack of good faith on the
part of any of the Contractor's directors; corporate officers; or supervising
representative of the Contractor, as defined in Article XXI of this contract;

(iii) represent liabilities to third persons for which the Contractor
has expressly accepted responsibility under other terms of this contract,

(17) Maintenance, depreciation, and other costs incidental to the
Contractor's idle or excess facilities (including machinery and equipment) other
than reasonable standby facilities.

(18) Membership in trade, business, and professional organizations
except as approved by the Contracting Officer.

(19) Precontract costs, except as expressly made allowable under other
provisions in this contract.

(20) Research and development costs, unless specifically provided for
elsewhere in this contract.

(21) Selling costs, except to the extent they are determined to be
reasonable and to be allocable to the contract. Allocability of selling costs to
the contract will be determined in the light of reasonable benefit to the agency
program arising from such activities as technical, consulting, demonstration, and
other services performed for such purposes as applying or adapting the Contractor's
product for agency use.

(22) Storage of records pertaining to this contract after completion of
operations under this contract irrespective of contractual or statutory require-
ment for the preservation of records.
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(23) Taxes, fees and charges in connection with corporate financing,
refinancing, or refunding operations, including the listing of securities on
exchanges; taxes which are paid contrary to the article entitled "State and Local
Taxes"; taxes on net income and excess profits and special assessments on land
which represent capital improvement.

(24) Travel expenses of the officers, proprietors, executives, administra-
tive heads and other employees of the Contractor's central office or branch office
organizations concerned with the general management, supervision and conduct of
the Contractor's business as a whole, except to the extent that particular travel
is in connection with the contract and approved by the Contracting Officer.

(25) Salary or other compensation (and expenses related thereto) of any
individual employed under this contract as a consultant or in another comparable
employment capacity who is an employee of another organization and concurrently
performing work on a full-time annual basis for that organization under a cost-type
contract with the Commission, except to the extent that cash payment therefor is
required pursuant to the provisions of this contract or procedure of the Commission
applicable to the borrowing of such an individual from another cost-type contractor.

(26) First-class air travel in excess of the cost of less than first-
class air accommodations, except when less than first-class accommodations are
not reasonably available to meet necessary mission requirements, such as, where
less than first-class accommodations would:

(i) require circuitous routing;

(ii) require travel during unreasonable hours;

(iii) greatly increase the duration of the flight;

(iv) result in additional costs which would offset the
transportation savings;

(v) offer accommodations which are not reasonably adequate for the
medical needs of the traveler.

(27) Government-furnished property, except to the extent that cash pay-
ment therefor is required pursuant to procedures of the Commission applicable to
transfers of such property to the Contractor from others.

ARTICLE VI - PAYMENTS AND ADVANCES

(a) Payment of Fixed Fee. The fixed fee provided in Article V shall be paid
in equal monthly installments as it accrues.

(b) Payment on Account of Allowable Cost. Payment for allowable costs shall
be made by the Contractor from the special bank account or accounts as hereinafter
provided. Accordingly, the Government shall advance to the Contractor, from time
to time (generally weekly, but in any event at such times as, in the opinion of

n
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the Commission, the Contractor's need therefor develops), such Government funds ,
(hereinafter referred to as "advances") as the Commission, after consultation with
the Contractor, deems adequate to enable the Contractor to continue to make payments
for allowable costs under this contract in furtherance of its performance.

(c) Special Bank Account - Use. All advances of Government funds shall be
made under a Letter of Credit in favor of the Contractor, or, in the option of the
Government, by check payable to the Contractor, or as otherwise agreed by the parties,
and shall be deposited only in the Special Bank Account referred to in the Agreement
for Special Bank Account, the form of which is attached hereto and incorporated into
this contract as Appendix "C". The Contractor shall likewise deposit in the Special
Bank Account any other revenues received by the Contractor in connection with the
work under this contract. No part of the funds in the Special Bank Account shall
be (1) mingled with any funds of the Contractor or (2) used for a purpose other
than that of making payments for costs allowable under this contract or payments
for other items specifically approved in writing by the Contracting Officer. If
the Contracting Officer shall at any time determine that the balance in such bank
account exceeds the Contractor's current needs, the Contractor shall promptly make
such disposition of the excess as the Contracting Officer may direct.

(d) Title to Funds Advanced. Title to the unexpended balance of any funds
advanced of any bank account established pursuant to this article shall remain in
the Government and be superior to any claim or lien of the bank of deposit or
others. It is understood that an advance to the Contractor hereunder is not a
loan to the Contractor, and will not require the payment of interest by the
Contractor, and that the Contractor acquires no right, title, or interest in or
to such advance other than the right to make expenditures therefrom as provided in
this article.

(e) Review and Approval of Costs Incurred. The Contractor shall prepare and
submit annually as of June 30 a voucher, for the total of net expenditures accrued
(i.e., net costs incurred) for the period covered by the voucher and the Commission,
after audit and appropriate adjustment will approve such voucher. This approval by
the Commission will constitute an acknowledgement by the Commission that the net
costs incurred are allowable under the contract and that they have been recorded
in the accounts maintained by the Contractor in accordance with the Commission
accounting policies, but will not relieve the Contractor of responsibility for the
Commission's assets in its care, for appropriate subsequent adjustments, or for
errors later becoming known to the Commission.

(f) Financial Settlement. The Government shall promptly pay to the Contractor
the unpaid balance of allowable costs and fixed fee upon termination of the work,
expiration of the term of the contract, or completion of the work after (1) compliance
by the Contractor with the Commission's patent clearance requirements, and (2) the
furnishing by the Contractor of:

(i) an assignment of the Contractor's rights (to the extent such
rights are not already vested in the Government) to any refunds, rebates, allowances,
accounts receivable, or other credits applicable to allowable costs under the
contract;
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(ii) a closing financial statement;

(iii) the accounting for Government-owned property required by the article
entitled "Property"; and

(iv) a release discharging the Government, its officers, agents, and
employees from all liabilities, obligations, and claims arising out of or under
this contract, subject only to the following exceptions:

(A) specified claims in stated amounts or in estimated amounts
where the amounts are not susceptible of exact statement by the Contractor;

(B) claims, together with reasonable expenses incidental thereto,
based upon liabilities of the Contractor to third parties arising out of the per-
formance of this contract; provided that such claims are not known to the Contractor
on the date of the execution of the release; and provided further that the Contractor
gives notice of such claims in writing to the Contracting Officer not more than six
(6) years after the date of the release or the date of any notice to the Contractor
that the Government is prepared to make final payment, whichever is earlier; and

(C) claims for cost (other than expenses of the Contractor by
reason of any indemnification of the Government against patent liability), including
reasonable expenses incidental thereto, incurred by the Contractor under the pro-
visions of this contract relating to patents.

In arriving at the amount due the Contractor under this article, there shall
be deducted (1) any claim which the Government may have against the Contractor in
connection with this contract and (2) deductions due under the terms of this con-
tract, and not otherwise recovered by or credited to the Government. In the event
any advances in the Special Bank Account have not been fully liquidated, the
unliquidated balance thereof shall be returned or accounted for to the Government
in such manner as the Commission directs.

(g) Claims. Claims for credit against funds advanced or for payment shall be
accompanied by such supporting documents and justifications as the Contracting
Officer shall prescribe.

(h) Discounts. The Contractor shall take and afford the Government the
advantage of all known and available cash and trade discounts, rebates, allowances,
credits, salvage, and commissions unless the Contracting Officer finds that such
action is not in the beat interest of the Government.

(i) Revenues. All revenues other than the Contractor's fixed fee or fees,
if any, accruing to the Contractor in connection with the work under this contract
shall be Government property and shall be deposited in the Special Bank Account to
be available for payment of allowable costs under this contract.

(j) Direct Payment of Charges -- Deductions. The Government reserves the
right, upon ten days' written notice from the Contracting Officer to the Contractor,
to pay directly to the persons concerned all amounts due which otherwise would be
allowable under this contract. Any payment so made shall discharge the Government
of all liability to the Contractor therefor.
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ARTICLE VII - ASSIGNMENT

Neither this contract nor any interest therein nor claim thereunder shall be
assigned or transferred by the Contractor except as expressly authorized in writing
by the Contracting Officer.

ARTICLE VIII - ACCOUNTS, RECORDS, AND INSPECTION

(a) Accounts. The Contractor shall maintain a separate and distinct set of
accounts, records, documents and other evidence showing and supporting all allow-
able costs incurred, revenues or other applicable credits, fixed-fee accruals,
and the receipt, use, and disposition of all Government property coming into the
possession of the Contractor under this contract. The system of accounts employed
by the Contractor shall be satisfactory to the Commission and in accordance with
generally accepted accounting principles consistently applied.

(b) Inspection and Audit of Accounts and Records. All books of account and
records relating to this contract shall be subject to inspection and audit by the
Commission at all reasonable times, before and during the period of retention
provided for in (d) below, and the Contractor shall afford the Commission proper
facilities for such inspection and audit.

(c) Audit of Subcontractors' Records. The Contractor also agrees, with
respect to any subcontracts (including lump-sum or unit-price subcontracts or
purchase orders) where, under the terms of the subcontract, costs incurred are a
factor in determining the amount payable to the subcontractor of any tier, to
conduct an audit of the costs of the subcontractor in a manner satisfactory to
the Commission or to have the audit conducted by the next higher tier subcontractor
in a manner satisfactory to the Contractor and the Commission, except when the
Commission elects to waive such audit or approves other arrangements for the con-
duct of the audit.

(d) Disposition of Records. Except as agreed upon by the Government and
the Contractor, all financial and cost reports, books of account and supporting
documents, and other data evidencing costs allowable and revenues and other
applicable credits under this contract, shall be the property of the Government,
and, subject to the right of the Contractor to retain a copy of said material
for its own use and subject to the provisions of Article XX - Security and Article
XXXVII - Patents hereof, shall be delivered to the Government or otherwise
disposed of by the Contractor either as the Contracting Officer may from time to
time direct during the progress of the work or in any event as the Contracting
Officer shall direct upon completion or termination of this contract and final
audit of all accounts hereunder. All other records in the possession of the
Contractor relating to this contract shall he Dreserved by the Contractor for a
period of three (3) years after settlement of the contract or otherwise disposed
of in such manner as may be agreed upon by the Government and the Contractor.

(e) Reports. The Contractor shall furnish such progress reports and schedules,
financial and costs reports, and other reports concerning the work under this
contract as the Contracting Officer may from time to time require.
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(f) Inspections. The Commission shall have the right to inspect the work
and activities of the Contractor under this contract at such time and in such
manner as it shall deem appropriate.

(g) Subcontracts. The Contractor further agrees to require the inclusion
of provisons similar to those in paragraphs (a) through this paragraph (g) of
this article in all subcontracts (including lump-sum or unit-price subcontracts or
purchase orders) of any tier entered into hereunder where, under the terms of the
subcontract, costs incurred are a factor in determining the amount payable to the
subcontractor.

(h) Internal Audit. The Contractor agrees to conduct an internal audit and
examination satisfactory to the Commission of the records, operations, expenses,
and the transactions with respect to costs claimed to be allowable under this con-
tract annually and at such other times as may be mutually agreed upon. The
results of such audit, including the working papers, shall be submitted or made
available to the Contracting Officer.

ARTICLE IX - EXAMINATION OF RECORDS

(a) The Contractor agrees that the Comptroller General of the United States
or any of his duly authorized representatives shall have access to and the right
to examine any directly pertinent books, documents, papers and records of the
Contractor involving transactions related to this contract until the expiration
of three years after final payment under this contract unless the Commission
authorizes their prior disposition.

(b) The Contractor further agrees to include in all its subcontracts here-
under a provision to the effect that the subcontractor agrees that the Comptroller
General of the United States or any of his duly authorized representatives shall,
until the expiration of three years after final payment under the subcontract,
have access to and the right to examine any directly pertinent books, documents,
papers, and records of such subcontractor, involving transactions related to the
subcontract, unless the Commission authorizes their prior disposition. To the
extent directed by the Commission, the Contractor will also include in such
provision agreement that the Commission shall have the same right of examination
as is hereinbefore provided for the Comptroller General. The term "subcontract"
as used in this paragraph excludes (1) purchase orders not exceeding $2500, and
(2) subcontracts or purchase orders for public utility services at rates established
for uniform applicability to the general public.

(c) Nothing in this contract shall be deemed to preclude an audit by the
General Accounting Office of any transaction under this contract.

ARTICLE X - REQUIRED BONDS AND INSURANCE - EXCLUSIVE OF GOVERNMENT PROPERTY

The Contractor shall procure and maintain such bonds and insurance as are
required by law or by the written direction of the Contracting Officer. The terms
of any such bond or insurance policy shall be submitted to the Contracting Officer
for approval, upon request.
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ARTICLE XI - PROPERTY

(a) Title to Property. Title to all Government-owned property in the care,
custody or possession of the Contractor in connection with the performance of this
contract shall remain vested in the Government throughout the term hereof, except
for such as may be transferred or disposed of in accordance with this contract;
and upon the completion or termination of this contract, the Contractor shall
return care, custody and possession of all of the same not so transferred or
disposed of or consumed to the Government. Except as otherwise directed by the
Commission, title to all materials, equipment, supplies, and tangible personal
property of every kind and description acquired by the Contractor, the cost of
which is allowable under this contract, shall pass directly from the vendor to
the Government and not to the Contractor.

(b) Identification. To the extent directed by the Contracting Officer, the
Contractor shall identify the Government property coming into the Contractor's
possession or custody by marking or segregating in such a way, satisfactory to
the Contracting Officer, as shall indicate its ownership by the Government.

(c) Disposition. The Contractor shall make such disposition of Government
property which has come into the possession or custody of the Contractor under
this contract as the Commission shall direct. When authorized in writing by the
Commission during the progress of the work or upon completion or termination of
this contract, the Contractor may, upon such terms and conditions as the Commission
may approve, sell or exchange such property, or acquire such property at a price
agreed upon by the Commission and the Contractor at the fair value thereof. The
proceeds-of any disposition shall be received for the account of the Government,
and shall be handled as a part of the advances of Government funds pursuant to
Article VI hereof or otherwise credited to the account of the Government as the
Commission may direct. Upon completion of the work or the termination of this
contract,.the Contractor shall render an accounting, as prescribed by the Commis-
sion, of all Government property which had come into the possession or custody
of the Contractor under this contract.

(d)._ Protection of Government Property - Classified Materials. The Con-
tractor shall take all reasonable precautions, as directed by the Contracting
Officer, or in the absence of such directions in accordance with sound industrial
practice, to safeguard and protect Government property in the Contractor's
possession or custody. Special measures shall be taken by the Contractor in the
protection of an accounting for any classified or special materials involved in
the performance of this contract, in accordance with the regulations and require-
ments of the Commission.

(e) Risk of Loss of Government Property. The Contractor shall not be liable
for loss or destruction of or damage to Government property in the Contractor's
possession unless the same is due to the willful misconduct or bad faith on the
part of any of the corporate officers of the Contractor or the full-time super-
vising representative of the Contractor in the performance of the work under
this contract or unless such loss, destruction or damage is due to a failure on
the part of the corporate officers of the Contractor or the full-time supervising
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representative of the Contractor in the performance of the work under this
contract to take all reasonable steps to comply with directives of the Commission
to safeguard such property. The exemption from liability for loss or destruction
of or damage to Government property provided for in this article shall not extend
to any such loss, destruction or damage for which the Contractor is liable in tort
under law and which is caused by the Contractor as a result of its activities not
performed in carrying out the work under this contract.

(f) Steps to be Taken in Event of Loss. Upon the happening of any loss or
destruction of or damage to Government property in the possession or custody of
the Contractor, the Contractor shall immediately inform the Contracting Officer
of the occasion and extent thereof, shall take all reasonable steps to protect
the property remaining, and shall repair or replace the lost, destroyed, or
damaged property, if and as directed by the Contracting Officer, but shall take
no action prejudicial to the right of the Government to recover therefor and shall
furnish to the Government, on request, all reasonable assistance in obtaining
recovery.

(g) Use of Government Property. Government property shall be used only for
the performance of this contract except as otherwise agreed upon in writing, in
which event such other use shall be subject to such terms and conditions as may be
agreed to by the parties.

ARTICLE XII - STATE AND LOCAL TAXES

(a) The Contractor agrees to notify the Commission of any State or local tax,
fee, or charge levied or purported to be levied on or collected from the Contractor
with respect to the contract work or any transaction thereunder and constituting
an allowable item of cost if due and payable, but which, in the opinion of the
Contractor or under the position of the Commission as communicated to the Contractor,
is inapplicable or invalid; and the Contractor further agrees to refrain from pay-
ing any such tax, fee, or charge unless authorized by the Commission. Any State
or local tax, fee, or charge paid with the approval of the Commission or on the
basis of advice from the Commission that such tax, fee, or charge is applicable and
valid, and which would otherwise be an allowable item of cost, shall not be dis-
allowed as an item of cost by reason of any subsequent ruling or determination that
such tax, fee, or charge was in fact inapplicable or invalid.

(b) The Contractor agrees to take such action as may be required or approved
by the Commission to cause any such tax, fee, or charge referred to above to be
paid under protest and to take such actions as may be required or approved by the
Commission to seek recovery of any payment made, including assignment to the Govern-
ment or its designee of all rights to an abatement or refund thereof, and granting
permission for the Government to join with the Contractor in any proceedings for
the recovery thereof or to sue for recovery in the name of the Contractor. If the
Commission directs the Contractor to institute litigation to enjoin the collection
of or to recover payment of any such tax, fee, or charge referred to above, or if a
claim or suit is filed against the Contractor for a tax, fee, or charge it had
refrained from paying in accordance with this article, the procedures and require-
ments of the article entitled "Litigation and Claims" shall apply and the costs
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and expenses incurred by the Contractor shall be allowable items of cost, as
provided in this contract, together with the amount of any judgment rendered
against the Contractor.

(c) The Government shall save the Contractor harmless from penalties and
interest incurred through compliance with this article.

ARTICLE %III - CONTRACTOR PROCUREMENT

(a) The Commission reserves the right at any time to require that the
Contractor submit for approval any or all procurements under this contract. The
Contractor shall not procure any item whose purchase is expressly prohibited by
the written direction of the Commission and shall use such special and directed
procurement sources as may be expressly required by the Commission. The Contractor
shall provide information concerning procurement methods, practices, and procedures
used or proposed to be used and shall use methods, practices and procedures which
are acceptable to the Commission. Procurement arrangements under this contract
shall not relieve the Contractor of any obligation under this contract (including,
among other things, the obligation properly to supervise, administer, and coordinate
the work of subcontractors) and shall be in such fcrm and contain such provisions
as are required by this contract or as the Commission may prescribe.

(b) In addition to, and without derogation of any rights under paragraph (a)
of this clause and any other provision in this contract, the Contractor shall
require subcontractors to furnish cost or pricing data, and shall include in such
subcontracts the clause set forth in AECPR 9-3.814-50, except as otherwise directed
or approved by the Commission.

(c) Procurement or transfer of equipment, materials, supplies, or services
from a Contractor-controlled source (any division or other organizational component
of the Contractor (exclusive of the contracting component) and any subsidiary or
affiliate of the Contractor under a common control) shall be considered a procure-
ment for the purposes of this article.

ARTICLE XIV - BUY AMERICAN ACT

(a) In acquiring end products, the Buy American Act (41 U.S.C. lOa-d) provides
that the Government give preference to domestic source end products. For the purpose
of this article:

(1) "Components" means those articles, materials, and supplies which
are directly incorporated in the end products;

(2) "End Products" means those articles, materials, and supplies, which
are to be acquired under this contract for public use; and

(3) A "Domestic source end product" means (i) an unmanufactured end
product which has been mined or produced in the United States and (ii) an end
product manufactured in the United States if the cost of the components thereof
which are mined, produced, or manufactured in the United States exceeds 50 percent

0
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of the costs of all its components. For the purposes of this (a) (3) (ii), com-
ponents of foreign origin of the same type or kind as the products referred to in
(b) (2) or (3) of this article shall be treated as components mined, produced, or
manufactured in the United States.

(b) The Contractor agrees that there will be used under this contract (by
the Contractor, subcontractor, materialmen, and suppliers) only domestic source
end products, except end products:

(1) Which are for use outside the United States;

(2) Which the Government determines are not mined, produced, or manu-
factured in the United States in sufficient and reasonably available commercial
quantities and of a satisfactory quality;

(3) As to which the Commission determines the domestic preference to be
inconsistent with the public interest; or

(4) As to which the Commission determines the cost to the Government to
be unreasonable.

ARTICLE 8V - PRIORITIES ALLOCATIONS AND ALLOTMENTS

The Contractor shall follow the provisions of DMS Regulation 1 and all other
applicable regulations and orders of the Business and Defense Service Administration
in obtaining controlled materials and other products and materials needed to fill
this contract.

ARTICLE %VI - LITIGATION AND CLAIMS

(a) Initiation of Litigation. If the Government requires the Contractor to
initiate litigation, including proceedings before administrative agencies, in
connection with this contract, the Contractor shall proceed with the litigation in
good faith as directed from time to time by the Contracting Officer.

(b) Defense and Settlement of Claims. The Contractor shall give the Con-
tracting Officer immediate notice in writing (1) of any action, including any pro-
ceeding before an administrative agency, filed against the Contractor arising out
of the performance of this contract, and (2) of any claim against the Contractor
the cost and expenses of which is allowable under the article entitled "Allowable
Costs and Fixed Fee". Except as otherwise directed by the Contracting Officer,
in writing, the Contractor shall furnish immediately to the Contracting Officer
copies of all pertinent papers received by the Contractor with respect to such
action or claim. To the extent not in conflict with any applicable policy of
insurance, the Contractor may with the Contracting Officer's approval settle any
such action or claim, shall effect at the Contracting Officer's request an assign-
ment and subrogation in favor of the Government of all the Contractor's rights and
claims (except those against the Government) arising out of any such action or
claim against the Contractor, and, if required by the Contracting Officer, shall
authorize representatives of the Government to settle or defend any such action or

U
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claim and to represent the Contractor in, or to take charge of, any action. If
the settlement or defense of an action or claim against the Contractor is undertaken
by the Government, the Contractor shall furnish all reasonable assistance in effect-
ing a settlement or asserting a defense. Where an action against the Contractor is
not covered by a policy of insurance, the Contractor shall, with the approval of
the Contracting Officer, proceed with the defense of the action in good faith; and
In such event the defense of the action shall be at the expense of the Government;
provided, however, that the Government shall not be liable for such expense to the
extent that it would have been compensated for by insurance which was required by
law or by the written direction of the Contracting Officer, but which the Contractor
failed to secure through its own fault or negligence.

ARTICLE XVII - DISPUTES

(a) Except as otherwise provided in this contract, any dispute concerning
a question of fact arising under this contract which is not disposed of by agree-
ment shall be decided by the Contracting Officer, who shall reduce his decision to
writing and mail or otherwise furnish a copy thereof to the Contractor. The
decision of the Contracting Officer shall be final and conclusive unless within
30 days from the date of receipt of such copy, the Contractor mails or otherwise
furnishes to the Contracting Officer a written appeal addressed to the Commission.
The decision of the Commission or its duly authorized representative for the
determination of such appeals shall be final and conclusive unless determined by
a court of competent jurisdiction to have been fraudulent or capricious, or
arbitrary, or so grossly erroneous as necessarily to imply bad faith, or not
supported by substantial evidence. In connection with any appeal proceeding
under this article, the Contractor shall be afforded an opportunity to be heard
and to offer evidence in support of its appeal. Pending final decision of a dispute
hereunder, the Contractor shall proceed diligently with the performance of the con-
tract and in accordance with the Contracting Officer's decision.

(b) This "Disputes" article does not preclude consideration of law questions
in connection with decisions provided for in paragraph (a) above: Provided, That
nothing in this contract shall be construed as making final the decision of any
administrative official, representative, or board on a question of law.

ARTICLE XVIII - SAFETY HEALTH AND ACCIDENT PROTECTION

The Contractor shall take all reasonable precautions in the performance of
the work under this contract to protect the health and safety of employees and of
members of the public and to minimize danger from all hazards to life and property,
and shall comply with all health, safety, and fire protection regulations and
requirements (including reporting requirements) of the Commission, In the event
that the Contractor fails to comply with said regulations or requirements of the
Commission, the Contracting Officer, may, without prejudice to any other legal
or contractual rights of the Commission, issue an order stopping all or any part
of the work; thereafter a start order for resumption of work may be issued at the
discretion of the Contracting Officer.
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ARTICLE XIX - PERMITS

Except as otherwise directed by the Contracting Officer, the Contractor shall
procure all necessary permits or licenses and abide by all applicable laws, regula-
tions, and ordinances of the United States and of the State, territory, and political
subdivision in which the work under this contract is performed.

ARTICLE XX - SECURITY

(a) Contractor's Duty to Safeguard Restricted Data and Other Classified
Information. In the performance of the work under this contract, the Contractor
shall, in accordance with the Commission's security regulations and requirements,
be responsible for safeguarding restricted data and other classified matters and
protecting against sabotage, espionage, loss and theft, the classified documents,
materials, equipment, processes, etc., as well as such other material of high
intrinsic or strategic value as may be in the Contractor's possession in connection
with performance of work under this contract. Except as otherwise expressly
provided herein, the Contractor shall, upon completion or termination of this
contract, transmit to the Commission any classified matter in the possession of
the Contractor or any person under the Contractor's control in connection with
performance of this contract.

(b) Regulations. The Contractor agrees to conform to all security regulations
and requirements of the Commission.

(c) Definition of Restricted Data. The term "Restricted Data", as used in
this article, means all data concerning (1) design, manufacture, or utilization of
atomic weapons; (2) the production of special nuclear material or (3) the use of
special nuclear materials in the production of energy, but shall not include data
declassified or removed from the Restricted Data category pursuant to Section 142
of the Atomic Energy Act of 1954.

(d) Security Clearance of Personnel. The Contractor shall not permit any
individual to have access to Restricted Data, or other classified information,
except in accordance with the Atomic Energy Act of 1954, as amended, and the Commis-
sion's regulations or requirements.

(e) Criminal Liability. It is understood that disclosure of information
relating to the work or services ordered hereunder to any person not entitled to
receive it, or failure to safeguard any Restricted Data or any Top Secret, Secret,
or Confidential matter that may come to the Contractor or any person under the
Contractor's control in connection with work under this contract, may subject the
Contractor, his agents, employees, and subcontractors to criminal liability under
the laws of the United States (see the Atomic Energy Act of 1954, 68 Stat. 919),
(see also Executive Order 10104 of February 1, 1950, 15 F. R. 597).

(f) Subcontracts and Purchase Orders. Except as otherwise authorized in
writing by the Contracting Officer, the Contractor shall insert provisions similar
to the foregoing in all subcontracts and purchase orders under this contract.
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ARTICLE XXI - CONTRACTOR'S ORGANIZATION

(a) Organization Chart. As promptly as possible after the execution of this
contract the Contractor shall furnish to the Contracting Officer a chart showing
the names, duties, and organization of key personnel to be employed in connection
with the work, and shall furnish from time to time supplementary information reflect-
ing changes therein.

(b) Supervising Representative of Contractor. Unless otherwise directed by
the Contracting Officer, a competent full-time resident supervising representative
of the Contractor satisfactory to the Contracting Officer shall be in charge of
the work at the site at all times.

(c) Standards. The Contractor shall be responsible for maintaining satis-
factory standards of employee competency, conduct and integrity and shall be
responsible for taking such disciplinary action with respect to its employees as
may be necessary. The Contractor shall establish such standards and procedures
as are necessary to implement effectively the provisions set forth in Atomic
Energy Commission Procurement Regulations 9-12.54, and such standards and
procedures shall be subject to the approval of the Contracting Officer.

ARTICLE XXII - KEY PERSONNEL

It having been determined that the employees whose names appear (in Appendix
"D"), or persons approved by the Contracting Officer as persons of substantially
equal abilities and qualifications, are necessary for the successful performance
of this contract, the Contractor agrees to assign such employees or persons to the
performance of the work under this contract and shall not reassign or remove any
of them without the consent of the Contracting Officer. Whenever, for any reason,
one or more of the aforementioned employees is unavailable for assignment for work
under the contract, the Contractor shall, with the approval of the Contracting
Officer, replace such employee with an employee of substantially equal abilities
and qualifications.

ARTICLE XXIII - CONSULTANT EMPLOYMENT

The Contractor shall require all employees who are employed full-time (an
individual who performs work under the cost-type contract on a full-time annual
basis) or part-time (50 percent or more of regular annual compensation received
under the terms of a contract with the Commission) on the contract work to disclose
to the Contractor all consultant or other comparable employment services which
the employees propose to undertake for others. The Contractor shall transmit to
the Contracting Officer all information obtained from such disclosures. The
Contractor will require any employee who will be employed full-time on the contract
work to agree, as a condition of his participation in such work, that he will not
perform consultant or other comparable employment services for another Commission
cost-type contractor or in the atomic energy field for another organization
except with the prior approval of the Contractor. If the Contractor believes,
with respect to any employee who is employed full-time on the contract work, that
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any proposed consultant or other comparable employment service for an organization
in the atomic energy field other than a Commission cost-type contractor may involve
a rate of remuneration significantly in excess of the employee's regular rate of
remuneration or a significant question concerning possible conflict with the
Commission's policies regarding conduct of employees of the Commission's
contractors, the Contractor's responsibility to report fully and promptly to the
Commission all significant research and development information or the patent
provisions of the Contractor's contract with the Commission, the Contractor shall
obtain the prior approval of the Contracting Officer for such consultant or other
comparable employment service.

ARTICLE XXIV - NOTICE OF LABOR DISPUTES

Whenever an actual or potential labor dispute is delaying or threatens to
delay the performance of the work the Contractor shall immediately notify
the Contracting Officer in writing. Such notice shall include all relevant infor,
mation concerning the dispute and its background.

ARTICLE XXV - CONTRACT WORK HOURS STANDARDS ACT - OVERTIME COMPENSATION

This contract, to the extent that it is of a character specified in the Con-
tract Work Hours Standards Act (40 D.S.C. 327-330), is subject to the following
provisions and to all other applicable provisions and exceptions of such Act and
the regulations of the Secretary of Labor thereunder.

(a) Overtime Requirements. No Contractor subcontractor contracting for
any part of the contract work which may require or involve the employment of
laborers or mechanics shall require or permit any laborer or mechanic in any work-
week in which he is employed on such work to work in excess of eight hours in any
calendar day or in excess of forty hours in such workweek on work subject to the
provisions of the Contract Work Hours Standards Act unless such laborer or
mechanic receives compensation at a rate not less than one and one-half times his
basic rate of pay for all such hours worked in excess of eight hours in any calendar
day or in excess of forty hours in such workweek, whichever is the greater number
of overtime hours.

(b) Violation; Liability for Unpaid Wages; Liquidated Damages. In the event
of any violation of the provisions of paragraph (a), the Contractor and any sub-
contractor responsible therefor shall be liable to any affected employee for his
unpaid wages. In addition, such Contractor and subcontractor shall be liable to
the United States for liquidated damages. Such liquidated damages shall be com-
puted with respect to each individual laborer or mechanic employed in violation of
the provisions of paragraph (a) in the sum of $10 for each calendar day on which
such employee was required or permitted to be employed on such work in excess of
eight hours or in excess of the standard workweek of forty hours without payment
of the overtime wages required by paragraph (a).
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(c) Withholding for Unpaid Wastes and Liquidated Damages. The Contracting
Officer may withhold from the Contractor, from any moneys payable on account,of
work performed by the Contractor or subcontractor, such sums as may administratively
be determined to be necessary to satisfy any liabilities of such Contractor or
subcontractor for unpaid wages and liquidated damages as provided in the provisions
of paragraph (b).

(d) Subcontracts. The Contractor shall insert paragraphs (a) through (d)
of this article in all subcontracts, and shall require their inclusion in all
subcontracts of any tier.

(e) Records. The Contractor shall maintain payroll records containing the
information specified in 29 CFR 516.2(a).

ARTICLE XXVI - WALSH-HEALEY PUBLIC CONTRACTS ACT

If this contract is for the manufacture or furnishing of materials, supplies,
articles, or equipment in an amount which exceeds or may exceed $10,000 and is
otherwise subject to the Walsh-Healey Public Contracts Act, as amended (41 U.S.C.
(35-45)), there are hereby incorporated by reference all representations and
stipulations required by said Act and regulations issued thereunder by the
Secretary of Labor, such representations and stipulations being subject to all
applicable rulings and interpretations of the Secretary of Labor which are now
or may hereafter be in effect.

ARTICLE XXVII - EQUAL OPPORTUNITY

The following article is applicable unless this contract is exempt under the
rules and regulations of the President's Committee on Equal Employment Opportunity
(41 CFR, ch. 60). Exemptions include contracts and subcontracts (a) not exceeding
$10,000, (b) not exceeding $100,000 for standard commercial supplies or raw
materials, and (c) under which work is performed outside the United States and no
recruitment of workers within the United States is involved.

During the performance of this contract, the Contractor agrees as follows:

(a) The Contractor will not discriminate against any employee or applicant
for employment because of race, creed, color, or national origin. The Contractor
will take affirmative action to ensure that applicants are employed, and that
employees are treated during employment without regard to their race, creed, color,
or national origin. Such action shall include, but not be limited to, the
following: employment, upgrading, demotion or transfer; recruitment or recruit-
ment advertising; layoff or termination; rates of pay or other forms of compensa-
tion, and selection for training, including apprenticeship. The Contractor agrees
to post in conspicuous places, available to employees and applicants for employment,
notices to be provided by the Contracting Officer setting forth the provisions of
this nondiscrimination article.

(b) The Contractor will, in all solicitations or advertisements for employees
placed by or on behalf of the Contractor, state that all qualified applicants will
receive consideration for employment without regard to race, creed, color, or
national origin.

- 25 -



Contract No. AT(45-1)-2130

(c) The Contractor will send to each labor union or representatives of
workers with which it has a collective bargaining agreement or other contract or
understanding, a notice, to be provided by the Contracting Officer, advising the
said labor union or workers' representative of the Contractor's commitments
under this paragraph, and shall post copies of the notice in conspicuous places
available to employees and applicants for employment.

(d) The Contractor will comply with all provisions of Executive Order
No. 11246 of September 24, 1965, as amended, and of the rules, regulations, and
relevant orders of the Secretary of Labor.

(e) The Contractor will furnish all information and reports required by
Executive Order No. 11246 of September 24, 1965, as amended, and by the rules,
regulations, and orders of the Secretary of Labor, or pursuant thereto, and will
permit access to its books, records, and accounts by the Commission and the
Secretary of Labor for purposes of investigation to ascertain compliance with
such rules, regulations, and orders.

(f) In the event of the Contractor's noncompliance with the nondiscrimination
clause of this contract or with any of the said rules, regulations, or orders,
this contract may be canceled, terminated, or suspended in whole or in part and
the Contractor may be declared ineligible for further Government contracts in
accordance with procedures authorized in Executive Order 11246 of September 24,
1%5, and such other sanctions may be imposed and remedies invoked as provided in
the said Executive Order or by rule, regulation, or order of the Secretary of
Labor, or as otherwise provided by law.

(g) The Contractor will include the provisions of paragraphs (a) through
(g) Zn every subcontract or purchase order unless exempted by rules, regulations,
or orders of the Secretary of Labor issued pursuant to Section 204 of Executive
Order No. 11246 of September 24, 1965, so that such provisions will be binding
upon each subcontractor or vendor. The Contractor will take such action with
respect to any subcontract or purchase order as the Commission may direct as a
means of enforcing such provisions, including sanctions for noncompliance; provided,
however, that in the event the Contractor becomes involved in, or is threatened
with, litigation with a subcontractor or vendor as a result of such direction by
the Commission, the Contractor may request the United States to enter into such
litigation to protect the interests of the United States.

ARTICLE XXVIII - CONVICT LABOR

In connection with the performance of work under this contract, the Con-
tractor agrees not to employ any person undergoing sentence of imprisonment at
hard labor.

ARTICLE XXIX - COVENANT AGAINST CONTINGENT FEES

(a) Warranty-Termination or Deduction for Breach. The Contractor warrants
that no person or selling agency has been employed or retained to solicit or secure
this contract upon an agreement or understanding for a commission, percentage,
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brokerage, or contingent fee, excepting bona fide employees, or bona fide established
commercial or selling agencies maintained by the Contractor for the purpose of
securing business. For breach or violation of this warranty the Government shall
have the right to annul this contract without liability or in its discretion to
deduct from the contract price or consideration, or otherwise recover, the full
amount of such commission, percentage, brokerage, or contingent fee.

(b) Subcontracts and Purchase Orders. Unless otherwise authorized by the
Contracting Officer in writing the Contractor shall cause provisions similar to
the foregoing to be inserted in all subcontracts and purchase orders entered into
under this contract.

ARTICLE XXX - OFFICIALS NOT TO BENEFIT

No member of or delegate to Congress, or resident commissioner, shall be
admitted to any share or part of this contract, or to any benefit that may arise
therefrom; but this provision shall not be construed to extend to this contract
if made with a corporation for its general benefit.

ARTICLE XXXI - RENEGOTIATION

If this contract is subject to the Renegotiation Act of 1951, as amended,
the following provisions shall apply:

(a) This contract is subject to the Renegotiation Act of 1951 (50 U.S.C.
App. 1211, et seq.), as amended, and to any subsequent act of Congress providing
for the negotiation of contracts. Nothing contained in this clause shall impose
any renegotiation obligation with respect to this contract or any subcontract
hereunder which is not imposed by an act of Congress heretofore or hereafter
enacted. Subject to the foregoing, this contract shall be deemed to contain all
the provisions required by Section 104 of the Renegotiation Act of 1951, and by
any such other act, without subsequent contract amendment specifically incorporating
such provisions.

(b) The Contractor agrees to insert the provisions of this article, including
this paragraph (b), in all subcontracts, as that term is defined in Section 1038
of the Renegotiation Act of 1951.

ARTICLE XXXII - UTILIZATION OF SMALL BUSINESS CONCERNS

(a) It is the policy of the Government as declared by the Congress that a
fair proportion of the purchases and contracts for supplies and services for the
Government be placed with small business concerns.

(b) The Contractor agrees to accomplish the maximum amount of subcontracting
to small business concerns that the Contractor finds to be consistent with the
efficient performance of this contract.
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ARTICLE MIII - SMALL BUSINESS SUBCONTRACTING PROGRAM

(a) The Contractor agrees to establish and conduct a small business subcon-
tracting program which will enable small business concerns to be considered
fairly as subcontractors and suppliers under this contract. In this connection,
the Contractor shall ---

(1) Designate a liaison officer who will (i) maintain liaison with the
Government on small business matters, (ii) supervise compliance with the Utiliza-
tion of Small Business Concerns article, and (iii) administer the Contractor's
"Small Business Subcontracting Program".

(2) Provide adequate and timely consideration of the potentialities
of small business concerns in all "make-or-buy" decisions.

(3) Assure that small business concerns will have an equitable opportu-
nity to compete for subcontracts, particularly by arranging solicitations, time
for the preparation of bids, quantities, specifications, and delivery schedules
so as to facilitate the participation of small business concerns. Where the
Contractor's lists of potential small business subcontractors are excessively
long, reasonable effort shall be made to give all such small business concerns
an opportunity to compete over a period of time.

(4) Maintain records showing (i) whether each prospective subcontractor
is a small business concern, (ii) procedures which have been adopted to comply
with the policies set forth in this article, and (iii) with respect to the letting
of any subcontract (including purchase orders) exceeding $10,000, information
substantially as follows:

(A) Whether the award went to large or small business.

(B) Whether less than three or more than two small business
concerns were solicited.

(C) The reason for nonsolicitation of small business if such
was the case.

(D) The reason for small business failure to receive the award
if such was the case when small business was solicited.

The records maintained in accordance with (iii) above may be in such form as the
Contractor may determine, and the information shall be summarized quarterly and
submitted by the purchasing department of each individual plant or division to
the Contractor's cognizant small business liaison officer. Such quarterly
summaries will be considered to be management records only and need not be sub-
mitted routinely to the Government; however, records maintained pursuant to this
clause will be kept available for review.

(5) Notify the Contracting Officer before soliciting bids or quotations
on any subcontract (including purchase orders) in excess of $10,000 if (i) no
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small business concern is to be solicited, and (ii) the Contracting Officer's
consent to the subcontract (or ratification) is required by a "Subcontracts"
article in this contract. Such notice will state the Contractor's reasons for
nonsolicitation of small business concerns, and will be given as early in the
procurement cycle as possible so that the Contracting Officer may give SBA timely
notice to permit SBA a reasonable period to suggest potentially qualified small
business concerns through the Contracting Officer. In no case will the procure-
ment action be held up when to do so would, in the Contractor's judgment, delay
performance under the contract.

(6) Include the Utilization of Small Business Concerns article in
subcontracts which offer substantial small business subcontracting opportunities.

(7) Cooperate with the Contracting Officer in any studies and surveys
of the Contractor's subcontracting procedures and practices that the Contracting
Officer may from time to time conduct.

(8) Submit such information on subcontracting to small business concerns
as is called for by the Contracting Officer.

(b) A "small business concern" is a concern that meets the pertinent criteria
established by the Small Business Administration and set forth in Section 1-1.701
of the Federal Procurement Regulations.

(c) The Contractor agrees that, in the event he fails to comply with his
contractual obligations concerning the small business subcontracting program,
this contract may be terminated, in whole or in part, for default.

(d) The Contractor further agrees to insert, in any subcontract hereunder
which may exceed $500,000 and which contains the Utilization of Small Business
Concerns article, provisions which shall conform substantially to the language
of this article, including this paragraph (d), and to notify the Contracting
Officer of the names of such subcontractors.

ARTICLE XXXIV - UTILIZATION OF CONCERNS IN LABOR SURPLUS AREAS

It is the policy of the Government to place contracts with concerns which will
perform such contracts substantially in areas of persistent or substantial labor
surplus, where this can be done consistent with the efficient performance of the
contract and at the prices no higher than are obtainable elsewhere. The Contractor
agrees to use his beat efforts to place his subcontracts in accordance with this
policy. In complying with the foregoing and with paragraph (b) of the article of
this contract entitled "Utilization of Small Business Concerns", the Contractor in
placing its subcontracts shall observe the following order of preference:

(a) persistent labor surplus area concerns which are also small business
concerns;

(b) other persistent labor surplus area concerns;
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(c) substantial labor surplus area concerns which are also small business
concerns;

(d) other substantial labor surplus area concerns; and

(e) small business concerns which are not labor surplus area concerns.

ARTICLE XXXV - LABOR SURPLUS AREA SUBCONTRACTING PROGRAM

(a) The Contractor agrees to establish and conduct a program which will
encourage labor surplus area concerns to compete for subcontracts within their
capabilities. In this connection, the Contractor shall ---

(1) Designate a liaison officer who will (i) maintain liaison with duly
authorized representatives of the Government on labor surplus area matters, (ii)
supervise compliance with the Utilization of Concerns in Labor Surplus Areas
article, and (iii) administer the Contractor's "Labor Surplus Area Subcontracting
Program";

(2) Provide adequate and timely consideration of the potentialities of
labor surplus area concerns in all "make-or-buy" decisions;

(3) Assure that labor surplus area concerns will have an fggitable
opportunity to compete for subcontracts, particularly by arranging solicitations,
time for the preparation of bids, quantities, specifications, and delivery
schedules so as to facilitate the participation of labor surplus area concerns;

(4) Maintain records showing procedures which have been adopted to
comply with the policies set forth in this article; and

(5) Include the Utilization of Concerns in Labor Surplus Areas article
in subcontracts which offer substantial labor surplus area subcontracting opportu-
nities.

(b) A "labor surplus area concern" is a concern which will perform, or cause
to be performed, a substantial proportion of any contract awarded to it in "Areas
of Substantial Labor Surplus" (also called "Areas of Substantial Unemployment"),
as designated by the Department of Labor. A concern shall be deemed to perform a
substantial proportion of a contract in a labor surplus area if the costs that the
concern will incur on account of manufacturing or production performed in persis-
tent or substantial labor surplus areas (by itself or its first-tier subcontractors)
amount to more than 50 percent of the price of such contract.

(c) The Contractor further agrees to insert, in any subcontract hereunder
which may exceed $500,000 and which contains the Utilization of Concerns in
Labor Surplus Areas article, provisions which shall conform substantially to the
language of this article including this paragraph (c), and to notify the Contracting
Officer of the names of such subcontractors.
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ARTICLE XXXVI - TERM AND TERMINATION

(a) This contract shall continue until October 1, 1972, unless sooner
terminated in accordance with the provisions which follow:

(1) The performance of work under this contract may be terminated by
the Commission in whole, or from time to time in part, (i) whenever the Contractor
shall default in performance, and shall fail to cure the fault or failure within
such period as the Commission may allow after receipt from the Commission of a
notice specifying the fault or failure, or (ii) whenever for any reason the Com-
mission shall determine any such termination is for the best interest of the
Government. Termination of the work hereunder shall be effected by delivery of
a notice of termination specifying whether termination is for default of the
Contractor or at the option of the Commission, the extent to which performance of
work under the contract shall be terminated, and the date upon which such termina-
tion shall become effective. Any such termination shall be without prejudice to
any claim which either party may have against the other. If, after notice of
termination of this contract under the provisions of paragraph (a) (1) (1) above,
It is determined for any reason that the Contractor was not in default or that
the failure to perform this contract is due to causes beyond the control and
without the fault or negligence of the Contractor or its subcontractors, such
notice of default shall be deemed to have been issued pursuant to paragraph
(a) (1) (11) above and the rights and obligations of the parties hereto shall
in such event be governed by such paragraph.

(2) Upon receipt of notice of termination, in accordance with pars,
graph (1) above, the Contractor shall, to the extent directed in writing by the
Commission, discontinue the terminated work and the placing of orders for materials,
facilities, and supplies in connection therewith, and shall proceed, if, and to the
extent required by the Commission, to cancel promptly and settle with the approval
or ratification of the Commission, existing orders, subcontracts and commitments
insofar as such orders, subcontracts and commitments are chargeable to this con-
tract or the terminated portion thereof.

(b) Upon the termination of this contract, full and complete settlement of
all claims of the Contractor and of the Commission arising out of this contract
shall be made as follows:

(1) The Government shall have the right in its discretion to assume
sole responsibility for any or all obligations, commitments and claims that the
Contractor may have theretofore in good faith undertaken or incurred in connection
with the terminated work, the cost of which would be allowable in accordance with
the provisions of this contract; and the Contractor shall, as a condition of
receiving the payments mentioned in this article, execute and deliver all such
papers and take all such steps as the Commission may require for the purpose of
fully vesting in the Government any rights and benefits the Contractor may have
under such obligations or commitments.

(2) The Government shall treat as allowable costs all expenditures made
In accordance with and allowable under Article V not previously so allowed or
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otherwise credited for work performed prior to the effective date of termination,
together with such of these, expenditures as may be incurred for a reasonable
time thereafter with the approval of, or as directed by, the Contracting Officer.

(3) The Government shall treat as allowable costs, to the extent not
Included in (b) (2) above, the costs of settling and paying claims arising out of
the termination of work under orders, subcontracts and commitments as provided in
paragraph (a) (2) above which are properly chargeable to the terminated portion
of the contract.

(4) The Government shall treat as allowable costs the reasonable costs
of settlement, including accounting, legal, clerical, and other,expenses reason-
ably necessary for the preparation of settlement claims and supporting data with
respect to the termination of the contract and for the termination and settlement
of orders and subcontracts thereunder, together with such further expenditures
made by the Contractor after the date of termination for the protection or disposi-
tion of Government property as are approved or required by the Commission; provided
however, that if the termination is for default of the Contractor, there shall not
be included any amount for preparation of the Contractor's settlement proposal.

(5) If performance of work under this contract is terminated in whole
by the Government, the fixed fee of the Contractor shall be prorated to and includ-
ing the effective date of such termination. In addition, if the termination is for
the convenience of the Government, the Contractor shall be paid a fixed fee in
an amount to be agreed upon as compensation for its services in closing out the
work under this contract after the effective date of such termination.

The additional fixed fee is to be negotiated as soon as practicable
after service of notice of termination, shall be based upon an estimate of the
cost of the services rendered under this article after the effective date of
termination and agreed to by the Contractor and the Commission, and shall be
provided for in a supplement or amendment to this contract prior to final settle-
ment hereunder. Pending agreement as to the amount of such fee, the Contractor
shall diligently proceed with the performance of the services required under this
article. No additional fee will be paid if the contract is terminated due to the
default of the Contractor. In the event of a partial termination by the Government,
an equitable adjustment shall be made in the fixed fee if such termination results
in a material decrease in the level of the Contractor's management effort. Any
failure to agree on the right to or the amount of any adjustment shall be deemed
a dispute within the purview of Article XVII hereof entitled "Disputes".

(6) The obligation of the Government to make any of the payments required
by this article or any other provisions of this contract shall be subject to any
unsettled claims in connection with this contract which the Government may have
against the Contractor.

(c) Prior to final settlement the Contractor shall furnish a release as
required in Article VI hereof and such accounting for Government-owned property
as may be required by the Commission; provided, however, that unless the Commission
requires an inventory, the maintenance and disposition of records of Government-
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owned property in accordance with Article VIII shall be accepted by the Commission
as full compliance with all requirements of this contract pertaining to an
accounting of such property.

ARTICLE XXXVII - PATENTS

(a) Whenever any invention or discovery is made or conceived by the Contractor
or its employees in the course of or under this contract, the Contractor shall
promptly furnish the Commission with complete information thereon; and the Commis-
sion shall have the sole power to determine whether or not and where a patent appli-
cation shall be filed, and to determine the disposition of the title to and rights
under any application or patent that may result. The judgment of the Commission
on these matters shall be accepted as final; and the Contractor, for itself and for
its employees, agrees that the inventor or inventors will execute all documents
and do all things necessary or proper to carry out the judgment of the Commission.

(b) No claim for pecuniary award or compensation under the provisions of
the Atomic Energy Acts of 1946 and 1954 shall be asserted by the Contractor or
its employees with respect to any invention or discovery made or conceived in the
course of or under this contract.

(c) Except as otherwise authorized in writing by the Commission, the Con-
tractor will obtain patent agreements to effectuate the purposes of paragraphs
(a) and (b) of this article from all persons who perform any part of the work
under this contract, except such clerical and manual labor personnel as will not
have access to technical data.

(d) It is recognized that during the course of the work under this contract,
the Contractor or its employees may from time to time desire to publish, within
the limits of security requirements, information regarding scientific or technical
developments made or conceived in the course of or under this contract. In order
that public disclosure of such information will not adversely affect the patent
interest of the Commission, patent approval for release and publication shall be
secured from the Commission prior to any such release or publication.

(e) Except as otherwise authorized in writing by the Commission, the Con-
tractor will insert in all subcontracts and purchase orders, other than purchase
orders for standard commercial supplies, provisions making subparagraphs (a), (b),
(c) and (d) of this article applicable to the subcontractor or seller and its
employees.

(f) It is agreed that the Government shall hold the Contractor harmless
from liability of any kind arising from infringement of patent rights in the course
of the work performed by the Contractor under this contract, in view of the
following facts:

(1) The Contractor has not made an investigation as to the possibility
of patent infringement,

(2) The Government and the Contractor desire to avoid the delay incident
to a patent investigation, and
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(3) The Contractor has not included in its price or fee any provision
for the settlement of possible patent claims excepting, however, any liability
arising from the infringement of letters patent resulting from the Contractor's
furnishing or supplying standard parts or components or utilizing its normal
practice or methods in the performance of the contract or to any parts, components,
practices or methods as to which the Contractor has secured indemnification from
liability and with respect to which the Contractor agrees to indemnify the Govern-
ment, its officers, agents, servants and employees against liability of any kind
for the use of any invention or discovery and for the infringement of any letters
patent (not including any liability arising from Section 183, Title 35 (1952) U.S.C.,
prior to the issuance of letters patent). The Contractor shall give prompt notice
in writing to the Commission of any action filed or claim against the Contractor
for infringement of patent rights in the course of the work performed by the
Contractor under this contract. Except as otherwise directed by the Commission
in writing, the Contractor shall furnish promptly to the Commission copies of
all pertinent papers received by the Contractor with respect to any such action
or claim. If required by the Commission, the Contractor (at the Government's
expense, by proper arrangement) shall assist the Government in the settlement or
defense of such action or claim and shall furnish such evidence in its possession
as may be required by the Government in the settlement or defense of such action
or claim.

(g) In addition to the rights of the parties under the foregoing paragraphs
in and to inventions or discoveries made or conceived in the course of or under
this contract, the Contractor agrees to and does hereby grant to the Government
an irrevocable, nonexclusive, paid-up license in and to any inventions or discov-
eries actually reduced to practice before the effective date of this contract
owned or controlled by the Contractor or Atlantic Richfield Company, and in and
to any inventions or discoveries actually reduced to practice or acquired during
the contract period but not subject to the foregoing foreground invention rights
provision, which shall be incorporated in the construction of, involved in the
utilization of, or embodied in the work at, the facilities designated under
Article II of this contract, by the Contractor (1) to practice or to have
practiced for the Government at such facilities, (2) to practice and to have
practiced in similar U. S. Government facilities, and (3) to sell or dispose
of such facility or facilities, or any portion thereof, as provided by law.
The acceptance or exercise by the Government of the aforesaid rights and license
shall not prevent the Government at any time from contesting the enforceability,
validity or scope of, or the title to, any rights or patents herein licensed.

(h) If this contract involves any royalty payments or if the amount of any
royalty payments is reflected in the contract price of the contract to the Govern-
ment, the Contractor agrees to report in writing to the Commission (Assistant
General Counsel for Patents) during the performance of this contract and prior
to its completion or final settlement the amount of any royalties or other payments
paid or to be paid by it directly to others in connection with the performance of
this contract together with the names and addresses of licensors to whom such pay-
ments are made and either the patent numbers involved or such other information as
will permit identification of the patents or other basis on which the royalties
are to be paid. The approval of the Commission of any individual payments or
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royalties shall not estop the Government at any time from contesting the enforce-
ability, validity or scope of, or title to, any patent under which a royalty or
payments are made.

ARTICLE X III - COPYRIGHT

(a) The Contractor (1) agrees that the Commission shall determine the disposi-
tion of the title to and the rights under any copyright secured by the Contractor
or its employees on copyrightable material first produced or composed and delivered
to the Government under this contract and (2) hereby grants to the Government a
royalty-free, nonexclusive, irrevocable license to reproduce, translate, publish,
use and dispose of, and to authorize others so to do, all copyrighted or copy-
rightable work not first produced or composed by the Contractor in the performance
of this contract but which is incorporated in the material furnished under the
contract, provided that such license shall be only to the extent the Contractor
now has, or prior to the completion or final settlement of the contract may acquire,
the right to grant such license without becoming liable to pay compensation to
others solely because of such grant.

(b) The Contractor agrees that it will not include any copyrighted material
in any written or copyrightable material furnished or delivered under this con-
tract, without a license as provided for in paragraph (a) (2) hereof, or without
the consent of the copyright owner, unless specific written approval of the
Commission to the inclusion of such copyrighted material is secured.

(c) The Contractor agrees to report in writing to the Commission, promptly
and in reasonable detail, any notice or claim of copyright infringement received
by the Contractor with respect to any material delivered under this contract.

(d) The Government hereby grants its authorization and consent to use of any
material which is not known to be copyrighted in the course of the work to be
performed by the Contractor under this contract. Except for the foregoing
authorization and consent, any liability arising from infringement of any copy-
right work protected under copyright laws of the United States resulting from
the Contractor's performance of the contract, the Contractor agrees to indemnify
the Government, its officers, agents, servants and employees against liability
and infringement of any such copyright.

ARTICLE XXXIX - DRAWINGS. DESIGNS. SPECIFICATIONS

Except as agreed upon by the Government and the Contractor, all drawings,
sketches, designs, design data, plans, specifications, notebooks, technical and
scientific data, medical records, all supporting documents relating to this con-
tract, and all photographs, negatives, reports, findings, recommendations, data
and memoranda of every description relating thereto, as well as copies of the fore-
going and information contained therein, shall be subject to inspection by the
Commission at all reasonable times (for which inspection the proper facilities
shall be afforded the Commission by the Contractor and its subcontractors); shall
be the property of the Government and may be used by the Government for any purpose
whatsoever without any claim on the part of the Contractor or its subcontractors and
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vendors for additional compensation; and shall, subject to the right of the Con-
tractor to retain a copy of said material for its own use, be delivered to the
Government, or otherwise disposed of by the Contractor, either as the Commission
may from time to time direct during the progress of the work, or in any event as
the Commission shall direct upon completion or termination of this contract. The
Contractor's right of retention and use of said material shall be subject to the
security and patent articles of this contract, and, unless such material has been
otherwise disseminated, its use by the Contractor is further restricted to the use
in connection with the work under this contract unless prior written approval is
obtained from the Contracting Officer for other uses.

ARTICLE XL - BACKGROUND TECHNICAL DATA

(a) In addition to the rights of the parties set forth above in Article
XXXIX and subject to paragraph (b) of this article the Contractor agrees to and
does hereby grant to the Government an irrevocable license and right to use any
secret process, technical information, or know-how of the Contractor or Atlantic
Richfield Company made, developed, or acquired prior to or on the effective date
of expiration or completion of this contract, which shall be or is utilized, tested,
or embodied in the work under this contract or in the facilities designated under
Article II, or which shall be or is specifically incorporated by the Contractor
in any scientific or technical report rendered under this contract; Provided,
however, That to the extent that any such background "secret processes, technical
information or know-how" when furnished or delivered are specifically indentified
by the Contractor at the time of delivery to the Commission, the same shall not

t	 be used by the Government (unless such material and information are generally
available to the public or has been made available to the Government from other
sources or previously by the Contractor without limitation as to use) except in
the performance of this contract or of other contracts or subcontracts with or for
the benefit of the Government, and the right of the Government to practice or have
practiced is limited to the facilities designated under Article II, and to similar
Government facilities with the Government having the right to sell or lease such
facilities, or any portion thereof, as provided by law.

(b) The granting of the license referred to in paragraph (a) of this article
Is limited to the extent the Contractor now has, or prior to or on the effective
date of expiration or completion of this contract may acquire, the right to grant
such license without becoming liable in any way to others because of such grant.
The Contractor will not incorporate in the facilities designated under Article II,
or in the work and shall exert its best efforts not to incorporate in any
scientific or technical report rendered under this contract any secret process,
technical information, or know-how in which the Contractor cannot grant a license
without becoming liable to others because of such grant, unless approved by the
Commission.

ARTICLE XLI - CLASSIFICATION

In the performance of the work under this contract, the Contractor shall assign
classifications to all documents, material and equipment originated or generated
by the Contractor in accordance with classification guidance furnished to the
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Contractor by the Commission. Every subcontract and purchase order issued hereunder
involving the origination or generation of classified documents, material or equip-
ment, shall include a provision to the effect that in the performance of such
subcontract or purchase order the subcontractor or supplier shall assign classifica-
tions to all such documents, material and equipment in accordance with classification
guidance furnished to such subcontractor or supplied by the Contractor.

ARTICLE XLII - NUCLEAR HAZARDS INDEMNITY

(a) This article is incorporated into this contract pursuant to the authority
contained in subsection 170(d) of the Atomic Energy Act of 1954, as amended (here-
inafter called "the Act").

(1) The definitions set out in the Act shall apply to this article.

(2) The term "contract location" means any Commission facility, installa-
tion, or site at which contractual activity under this contract is being carried
on, and any Contractor-owned or controlled facility, installation, or site at which
the Contractor is engaged in the performance of contractual activity under this
contract.

(b) Except as hereafter permitted or required in writing by the Commission,
the Contractor will not be required to provide or maintain, and will not provide
or maintain at Government expense, any form of financial protection to cover public
liability. The Commission may at any time require in writing that the Contractor
provide and maintain financial protection of such a type and in such amount as
the Commission shall determine to be appropriate to cover public liability arising
out of or in connection with the contractual activity, provided that the costs
of such financial protection will be reimbursed to the Contractor by the Commission.

(c) (1) To the extent that the Contractor and other persons indemnified are
not compensated by any financial protection permitted or required by the Commission,
the Commission will indemnify the Contractor, and other persons indemnified,
against (i) claims for public liability as described in paragraph (2) of this
section (c); and (ii) the reasonable costs of investigating and settling claims,
and defending suits for damage for such public liability, provided that the Commis-
sion's liability, including such reasonable costs, under all indemnity agreements
entered into by the Commission under Section 170 of the Act, including this con-
tract, shall not exceed $500,000,000, in the aggregate for each nuclear incident
occurring within the United States or $100,000,000 in the aggregate for each
nuclear incident occurring outside the United States, irrespective of the number
of persons indemnified in connection with this contract.

(2) The public liability referred to in paragraph (1) of this section
is public liability which (i) arises out of or in connection with the contractual
activity; and (ii) arises out of or results from:

(A) a nuclear incident which takes place at a contract location; or
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(B) a nuclear incident which takes place at any other location and
arises out of or in the course of the performance of contractual activity under
this contract by the Contractor's employees, individual consultants, borrowed
personnel or other persons for the consequences of whose acts or omissions the
Contractor is liable, provided that such incident is not covered by any other
indemnity agreement entered into by the Commission pursuant to Section 170 of the
Act; or

(C) a nuclear incident which arises out of or in the course of
transportation of source, special nuclear, or by-product materials to or from a
contract location; provided such incident is not covered by an indemnity agree-
ment entered into by the Commission with the transporting carrier, or with a
carrier's organization acting for the benefit of the transporting carrier, or with
a licensee of the Commission, pursuant to Section 170 of the Act.

(D) a nuclear incident which involves items (such as equipment,
material, facilities, or design or other data) produced or delivered under this
contract, provided such incident is not covered by any other indemnity agreement
entered into by the Commission pursuant to Section 170 of the Act.

(d) When the Commission shall determine that the Government will probably
be required to make indemnity payments under the provisions of Section (c) above,
the Commission shall have the right to, and shall, collaborate with the Contractor
and any other person indemnified in the settlement or defense of any claim and
shall have the right (i) to require the prior approval of the Commission for the
payment of any claim that the Commission may be required to indemnify hereunder,
and (ii) to appear through the Attorney General on behalf of the Contractor or
any other person indemnified in any action brought upon any claim that the
Commission may be required to indemnify hereunder, take charge of such action,
and settle or defend any such action. If the settlement or defense of any such
action or claim is undertaken by the Commission, the Contractor shall furnish all
reasonable assistance in effecting a settlement or asserting a defense.

(e) The indemnity provided by this article shall not apply to public
liability arising out of or in connection with any activity that is performed
at a licensed facility, and that is covered by a Commission indemnity agreement
authorized by Section 170 of the Act.

(f) The obligations of the Commission under this article shall not be affected
by any failure on the part of the Contractor to fulfill its obligation under this
contract, and shall be unaffected by the death, disability or termination of
existence of the Contractor or by the completion, termination or expiration of
this contract.

(g) The parties to this contract enter into this article upon the condition
that this article may be amended at any time by the mutual written agreement of
the Commission and the Contractor and that such amendment may, by its express
terms, provide that it will apply to any nuclear incidents which occur thereafter.
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(h) The provisions of this article shall not be limited in any way by, and
shall be interpreted without reference to, any other article of this contract,
(including Article XVII - Disputes); provided, however, that the following
provisions of this contract: Article XXIX, Covenant Against Contingent Fees;
Article XXX, Officials Not to Benefit; Article VII, Assignment; and Article IX,
Examination of Records; and any provisions later added to this contract which,
under applicable Federal law, including statutes, executive orders and regulations,
are required to be included in agreements of the type contained in this article,
shall apply to this article.

ARTICLE XLIII - SOURCE AND SPECIAL NUCLEAR MATERIALS

The Contractor shall comply with all applicable regulations and instructions
of the Commission relative to the control of and accounting for source and special
nuclear material (as these terms are defined in the Atomic Energy Act of 1954).
The Contractor shall make such reports and permit such inspections as the Commis-
sion may require with reference to source and special nuclear materials. The
Contractor shall take all reasonable steps and precautions to protect such
materials against theft and misappropriations and to minimize all losses of such
materials.

ARTICLE XLIV -WORKMEN'S COMPENSATION

(a) The Commission has heretofore entered into Contract No. AT(45-1)-562
with the Department of Labor and Industries of the State of Washington (herein-
after called the "Department") which embodies a Defense Projects Insurance Rating
Plan (hereinafter called the "Plan") pursuant to Chapter 144 of the Laws of 1951
of the State of Washington. The Contractor shall take all action required to
provide and maintain workmen's compensation coverage for its employees under the
laws of the State of Washington subject to the provisions of the Plan. Under the
Plan, the Commission has agreed to bear the actual cost of the workmen's compensa-
tion coverage for contractors with respect to whom the Commission advises the
Department the coverage is to apply. The Commission has advised the Department
that the coverage of the Plan shall apply to the Contractor as a named insured.
If the Plan is terminated, the Commission agrees to give the Contractor 90 days'
advance notice before the effective date of said termination.

(b) In accordance with Contract No. AT(45-1)-562, the coverage afforded
by the workmen's compensation statute of the State of Washington shall, for per-
formance of work in the State of Washington, including work subcontracted, be
subject to the following:

(1) The Contractor shall be relieved of all obligation to pay premiums
for such coverage, the Commission having agreed to bear the actual coat of such
coverage.

(2) The Contractor shall submit to the Commission, for transmittal
to the Department, such payroll records as are required by Title 51 of the
Revised Code of Washington.
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(3) The Contractor shall, for coverage of each individual employer
or any member or officer of any corporate employer provided for by Section
51.32.030 of the Revised Code of Washington, submit to the Commission for trans-
mittal to the Department the written notice required by that section.

(4) The Contractor shall submit to the Commission, for transmittal to
the Department, the accident reports provided for by Section 51.28.010 of the
Revised Code of Washington.

(5) The Contractor shall take such action, and only such action, as
the Commission requires in connection with any such accident reports, including
assistance in the investigation and disposition of any claims thereunder and,
subject to the direction and control of the Commission, the conduct of litigation
in the Contractor's own name in connection therewith.

ARTICLE XLV - UNEMPLOYMENT COMPENSATION

(a) The Contractor shall take all action required to provide and maintain
unemployment compensation coverage for its employees under the laws of the State
of Washington (Title 50, Revised Code of Washington).

(b) The Commission shall be given the benefit of any employer experience
rating credit received by the Contractor and attributable to wages subject to
contribution paid under this contract.
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IN WITNESS WHEREOF, the parties hereto have executed

this Contract as of the day and year first . above written,

UNITED STATES OF AMERICA

UNITED STATES ATOMIC ENERGY COMMISSION

By

(Contracting Officer)

ATLANTIC RICHFIELD HANFORD COMPANY

(President)
	 i

I, R. G. Nelson, certify that I am the Secretary of

the corporation named as Contractor herein; that Lawrence M.

Richards who signed this Contract on behalf of the corporation,

was then President of said corporation; that said contract was

duly signed for and on behalf of said corporation by authority

of its governing body, and is within the scope of its corporate

powers.

IN WITNESS WHEREOF, I have.hereunto affixed my hand

and the seal of said corporation, this First y^off August, 1967.

'Secretary 
(Corporate Seal)
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PROCEDURES AND SCHEDULE
FOR NEGOTIATING ANNUAL FIXED FEE

(a) The annual fixed fee shall be determined in accordance with the
procedures set forth below within the 30 day period immediately
preceding June 30 of each year or within such other time as the
parties may agree.

(1) The base for determining the fixed fee will include all costs
subject to management effort under the contract. This includes
all costs under the Commission's programs under the contract
for which the Contractor is responsible, with the exception of:

(i) The estimated cost of major capital structures, capital
facilities or capital equipment normally purchased or
contracted for directly by the Commission.

(ii) The estimated costs of "nonfund" transfers, (cost
transfers which do not affect cost ceilings as contained
in financial plans issued by the Commission to the
Contractor) such as depreciation and source and special
nuclear materials.

{	 (iii) Any fee to the Contractor included in the contract costs.

(iv) Services provided by the Commission or other contractors
of the Commission at Richland, where the Contractor
exercises no management control over the timing, costs
or scope of the services rendered. Costs for these
services are identifiable by the fact that they represent
"assessments" out of a centrally controlled "bookkeeping
pool" in contrast with costs for other services which are
separately identified and billed to the Contractor.

(v) Other services accomplished by performer.contractors as
part of their assigned RL contractual responsibilities
and which user contractors are required by the Commission
to use without right of own performance or of obtaining
such services from alternate suppliers--such as bus, motor
pool, occupational health, etc.

(vi) Three-fourths of the estimated cost of services received
from other on-site Commission contractors as follows:

Architect-Engineer Contractor - presently Vitro
Engineering Company.

Minor Construction Contractor - presently J. A. Jones.

Electronic Data Processing Contractor - presently
Computer Sciences Corporation.
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Laboratory Contractor - presently Battelle Memorial
Institute.

(vii) Three-fourths of the estimated cost of stores materials
received from the on-site Support Services Contractor.

(2) The Contractor will be paid a fixed fee, with the exclusions listed
above, on the annual estimated costs of work under the contract as
follows:

(i) On the first $20,000,000 of estimated cost 	 $725,000

(ii) On the next $5,000,000 of estimated cost or
portion thereof	 2.75%

(iii) On the next $15,000,000 of estimated cost or
portion thereof	 2.15%

(3) In the event the fee base provided for in (a) (1) above for any
year is less than $20,000,000, the parties shall negotiate the
fixed fee to be paid for that year independently of Paragraph
(a) above.

(b) As a matter of convenience, the parties hereto may agree by letter upon
estimated costs and fixed fee under this Procedures and Schedule, it
being understood that, from time to time, such letter agreements will
be consolidated into supplements to the contract setting forth the
adjusted fixed fee and estimated costs.

(c) Neither party guarantees the accuracy of cost estimates on which the
fixed fee is based and no adjustments will be made in the amount of
fixed fee solely because the actual cost varies from the estimated cost
for the period covered by the fixed fee.
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CHEMICAL PROCESSING OPERATION
COST'"ESTIMATE FOR FEE CALCULATION

TEN-MONTH PERIOD ENDING JUNE 3.0, 1968
AMOUNTS IN THOUSANDS

	

EstimatedPercent	 Fee
Annual Cost	 Allowed	 Base

Cost Category

A. Directly Incurred,Cost
Salaries and Fri ges $	 16,115 100 $ 16,115
Material's and Sup	 es 3,789 100 3,789
Travel 150 100 150
Other - Taxes, etc. 293 100 293
Offsite Work for Othe 600 100 600

B.	 Costs Transferred
Materials from Stores 76 25 191
Electricity 7 100 397
Battelle-Northwest 1	 93 25 498
Computer Sciences 313 25, 78
J. A. Jones 720 25 180'
Vitrb 271 25 68
DUN and NRD 29 25 57
Other Onsite Services 21	 6 -0- -0-
Assessments 2,12 -0- -0-

Cost Base for Fee Calculations 22 416

Annual Fee Computed in Acco	 ance with Appendix A (.in	 ollars) 791 440

Monthly Fee (in dollars)	 rom take-over date to June 30, L65 953

FEE CALCULATION

Annual Cost $^ Fee

lst 0,0w)000 - $725,000
next 2 416 000 2.75 66 440

2	 1	 000 91	 0
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2	 APPENDIX "B"

3	 Contract AT(45-1)-2130

4	 This Appendix "B" contains a statement of personnel policies, practices and

5	 programs which shall apply to employees of the , Contractor engaged in work under

6	 the contract.

7	 Amendments of the Appendix "B" may be made from time to time with the prior

8	 written approval of AEC.

9	 I. WAGE AND SALARY ADMINISTRATION

10	 A. General Policy

11	 1. Administration of wages and-salaries-under-this contract shall be

_2 	 carried out in accordance with sound wage and salary administration

13	 principles and in a manner which shall provide for equitable treat-

14	 ment of personnel on a definitive, systematic basis consistent with

15	 economic business practices and judicious expenditure of public

k6	 fluids and which shall result in payment of total compensation to

17	 individual employees conforming to the standards of reasonableness

18	 as contemplated by the Commission's Procurement Regulation

19	 9-15.5010-14.

20	 2. Salaries paid to employees shall be determined by the Contractor

21	 after full consideration of an employee's qualifications, work

22	 performance, potential for growth, conformance to area and market

23	 compensation levels or other appropriate criteria, and such other

24	 factors as may be pertinent to an individual case.
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2

3 B. Definitions

4 1.	 Exempt Employee - An employee of the Contractor employed in a

5' bona fide executive,.administrative, or professional capacity

6 who is determined to be exempt from the wage and hour provisions

7 of the Fair Labor Standards Act of 1938, as amended.

8 2.	 Nonexempt Employee - An employee of the Contractor who is deter-

9 mined to be covered by the wage and hour provisions of the Fair
i

10 Labor Standards. Act of 1938, as amended.
d

11 c. Salary Plans

12 Employees of the Contractor shall be assigned to positions and compen-

13 sated in accordance with the manuals entitled:

14 a.	 Exempt Salary Plan
b.	 Nonexempt Salary Plan

15 c.	 Bargaining Unit Wage Rate Plan

16 which will be furnished and subject to approval by the Commission and

17 which, by this reference, will be incorporated in the Appendix "B"

18 as though set forth herein in full.	 Revisions to the aforesaid manuals

19 will require approval of the Commission prior to adoption.

20 D. Salary increase Allotment

21 During the first quarter of each calendar year and subject to the

22 approval of the Commission, the Contractor shall establish an annual

23 noncumulative salary increase allotment which shall represent the

24 maximum amount of funds to be expended for salary increases (merit,

25 reclassification, market, economic, promotion) for exempt employees.

26 The amount of salary increase granted to individual employees shall

27 be left to the discretion of the Contractor except as provided in
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3 Section E. below and in Article V., 1.	 (d) (8) (1) (A) of the Contract.

4 The annual increase allotment shall be based on such factors as national

5 and industry surveys, parent company experience, and area rates, and

6 such other criteria as may be agreed upon by the Contractor and the

7 Commission and shall be expressed as a percentage of base exempt pay-

8 1 roll as of January 1 of each calendar year.

9 Any unused portion of the annual allotment will not be carried forward

10 from year to year.

11, E.	 Limitations and Controls

12 1.	 The amount of salary increases granted to exempt employees in

13 connection with merit promotion or reclassification shall be

14 left to the discretion of the Contractor.	 The Contractor will

i 15 limit individual merit increases and promotions or reclassifica-

16 tion as follows:

17 a.	 Upon reclassification to a higher salary grade as a result of

18 a change in occupational assignment or promotion, an employee

19` may receive an increase in his base monthly salary rate of up

20:. to fifteen percent (15%) or adjustment to the minimum of the

21:' salary grade, whichever is greater.

22 b.	 New hires shall be employed at rates determined by the Contractor

'	 23 to be appropriate for the job classification to which assigned.

24 Except in unusual circumstances, the rate offered to the new

25 employee should not be in excess of ten percent (10%) above

•	 26 that which he is earning in his present employment when the

27 work classification and responsibility in his new job is compara-

28 ble to that of the job he is leaving.

_,29
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3	 c. No part of any salary in excess of the maximum of an established

	

4	 salary range will constitute an allowable cost without the approval

	

5	 of the Commission.

	

6	 2. Formal compensation surveys conducted by the Contractor shall consti-

	

7	 tute allowable costs only if approved in advance by the Commission.

	

8	 F. Salary Reports

	

9	 The Contractor shall submit reports and information in connection with

	

10	 the administration of wages and salaries under this contract as the

	

11	 Commission may require from time to time to evaluate the reasonableness

	

12	 of the Contractor's wage and salary program.

	

13	 II. RULES GOVERNING SALARY PAYMENTS

	

14	 A. Definitions

	

15	 1. Part-Time Employee - A part-time employee is one who is employed on

	

16 	 the basis of a regular work schedule of less than forty (40) hours

17' per week. The payment of benefits such as vacations, holidays, sick

18' leave and pensions shall be reasonably related to the number of hours

19' worked by such employees.

20 .	 2. Temporary Employee - A temporary employee is one who is hired for a

	

21 .	 specific period of time (usually one year or less) in any Job cate-

	

22	gory. A temporary employee will receive no company benefits, other

	

23	 than those required by law.

	

24	 3. Transferring Employee - A Transferring Employee is one who, on a

	

25	 date mutually agreeable to the Contractor and Isochem Inc., is

	

26	 terminated for transfer by Isochem Inc., and who immediately there-

	

7	 after reports for duty with the Contractor to initially fill a Job

	

28	 required in taking over work within the scope of this contract.

	

29	 -4-
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3	 4. Service - Service with the Atlantic Richfield Hanford Company shall

4	 include employment with the Atlantic Richfield Company or its sub-

5	 sidiaries. For those employees transferring directly to the Contractor's

6	 rolls from Isochem Inc., as a result of the reassignment of functions by

7	 AEC from Isochem Inc. to the Contractor, "Service" shall mean continuous

8	 employment with Isochem Inc. or U. S. Rubber Company or Martin-Marietta

9	 Corp. or the subsidiaries of either of them and the General Electric

10	 Company, and in the case of those individuals who transferred from

11	 du Pont to General Electric, employment with the E. I. du Pont Company.

12	 5. Salary Rate - The compensation paid to any employee for the basic

13	 40-hour workweek, exclusive of any other payments, such as isolation

14	 pay, shift differential or overtime or any other premium payment.

_	 6. Regular Hourly Rate - The salary rate defined in Paragraph 5. above,

16	 expressed as an hourly rate, plus shift differential and isolation pay,

17	 if applicable. The regular hourly rate for both exempt and nonexempt

18	 employees is calculated by dividing the weekly salary rate by forty (40).

19	 B. Hours of Work

20	 The basic workweek shall be forty (40) hours with not more than eight (8)

21	 working hours in any one day.

22	 Prior approval of the Commission will be required for establishment of any

23	 extended workweek in excess of forty (40) hours and the assignment of

24	 personnel thereto whenever such extended workweek applies to an entire func-

25	 tional organizational unit of twenty (20) or more employees and is scheduled

26	 for a period in excess of four (4) consecutive weeks. The Contractor shall

27	 establish adequate controls to prevent excessive overtime work and to assure

e8	 that overtime work is in the best interests of the Government.

M
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i
C. Shift Work Payments

1. Nonexempt Employees.- Nonexempt employees who are assigned to and work

on a recognized shift which is scheduled to start before 6:00 A.M. or

end after 6:00 P.M. may receive a shift differential of twenty-four

cents (240) per hour while working such shift.

2. Exempt Employees - Exempt employees who are assigned to and work on

a recognized shift which is scheduled to start before 6:00 A.M. or

end after 6:00 P.M. may receive a shift differentia of ten percent

(10%) of earnings, excluding isolation pay, but including overtime

where applicable.

Isolation Pay

1. Nonexempt employees who report to and begin their work days at work

locations in or in the vicinity of the 100 or 200 Areas of the

Hanford Project may be paid isolation pay in the amount of $10.99

per week.'

2. Exempt employees who are required to report to work at locations in

or in the vicinity of the 100 or 200 Areas may be paid isolation

pay in the amount of $47.76 per month provided they report to work

in the outer areas for sixteen (16) or more scheduled days. Exempt

employees who report for work in or in the vicinity of the 100 or

200 Areas for less than sixteen (16) scheduled days within any month

may be paid Isolation Pay for that month on a pro rata basis calcu-

lated'at the monthly rate for the number of days worked in such areas.

Isolation Pay may also be paid to employees.who are scheduled to

report to work in or in the vicinity of the 100 or 200 Areas on

those days on which they report, in accordance with their supervisor's

3
4

5 .

6`,

3
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3	 instructions, for periodic medical examinations at the beginning

4	 of their workday.

5	 E. Leave Payments

6	 1. Industrial Injury - An employee who is absent on account of compen-
d

sable injury or occupational disease may be paid an amount equal to

the difference between regular weekly pay for forty ( 40) hours,

including isolation pay where applicable but excluding shift differ-

ential, and the payments received under Workmen ' s Compensation until

the disability payments are terminated by an order of the Department

of Labor and Industries, Appeal Board or court. If a decision of the

Department of Labor and Industries, Appeal Board or court is appealed

by either the Contractor or the employee, payment of such difference

	

,15	 will not be made unless and until final determination is made in
I:
}	 16	 favor of the employee by the appropriate agency or court.

{	 17	 2 Court and Jury Leavef

	18	 When an employee is called for service as juror or as a witness by

^9

s	 20

21

22

23

24

25

26 3.

27

28

29

court subpoena or is called as witness by the Contractor or the

Commission, he may continue to receive his.base weekly salary rate

less . shift differential but including isolation pay, whichever- is

applicable. The employee will be required to remit to the Contractor

any jury or court fees, except travel allowances, paid by the court

for such duty. Jury duty shall count as time worked in the computa-

tion of overtime.

Voting - In unusual circumstances where an employee cannot vote

without interference with his working schedule, he will be 'allowed

the necessary time off with pay not to exceed two (2) hours.

30
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.3	 ,• 4. Blood Donation -	 Where, in unusual cases, because of work location
t

4 or shift schedule, an employee cannot,make a blood donation during

5' nonworking hours, he may be allowed the necessary time off with pay.

;'• 6 5. Illness - Employees with one (1) or more years of service may be

7 -granted payment for up to twenty (20) working days of absence due

8 to personal illness in any 12-month period.

9	 ! An employee will accumulate an additional illness absence allowance

i -c•20 of two (2) working days for each year of continuous service up to a

1 11 maximum of thirty (30) additional working days in any 12-month

.12	 ' period.

Employees with six (6) months but less than one (1) year.of service

} 14 may be granted payment for absences due to personal illness up to

+ t .	 i5 five (5) working days in any 12-month period.

16 6. Personal Reasons - Death of Immediate Relative - Employees with
{

17 one (1) or more years of service may be allowed payments of up to

18 five (5) working days in any 12-month period for absence due to

19 personal reasons, and five (5) working days for absence due to death

20.. of an immediate relative.

21`... Employees with six (6) months but less than one (1) year of service

may be allowed a total of five (5) working days pay for personal

reasons or death of an immediate relative.

"Immediate.Relative" shall include only an employee's or spouse's

parents (or any other person in the status of a parent), brother,

sister, grandparent, or child, or the employee's spouse, son-in-

law, daughter-in-law, or grandchild.

-8-
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t	 3	 7. Amount of Payment - Absence payments will include isolation pay,

4	 if applicable, except in the case of extended absence payments.

5
	

Shift differential will not be included.

6.	 8 Non-Bargaining Unit Employees - Leave with pay for non-bargaining
7 unit employees, in addition to that specified above, may be granted

8 only on the recommendation of the employee's supervisor and with

9 the approval of the Vice President of Business Management.

10 Requests for additional leave will be reviewed on an individual

11 case basis and consideration will be given to such factors as

12 length of continuous service, previous lost time, past work perform-

13 ance and future potential of the employee.' the reason for the request

14' and expected duration of the leave.

,	 .15 F. ' Holidays

16 1.	 The following nine (9) holidays shall be observed each year:

17 New Year's Day	 Thanksgiving Day
Washington's Birthday* 	 Day After Thanksgiving

18 Memorial Day	 December 24th
Independence Day	 Christmas Day,

19 Labor Day

20 *Lincoln's Birthday may be observed instead of Washington's Birthday

21 when Washington's Birthday falls on a Tuesday, Wednesday, or Thursday.

.22 2.	 When a holiday falls on the first scheduled day of rest of an employee,

23i the holiday will be observed by that employee on his last scheduled

24 workday preceding the holiday.	 When a holiday falls on the second

25 scheduled day of rest of an employee, the holiday will be observed by

26 that employee on his next scheduled workday following the holiday.

27
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3	 If one or more holidays fall within a vacation period, the

	

4	 vacation period shall be extended accordingly or, at the discre-

	

5	 tion of management, the employee shall receive additional pay

	

6	 for the holiday or holidays.

	

7	 3. Eligible employees who are not required to work on a holiday

	

8	 shall be paid at their regular rate of pay for the normal daily

	

9	 schedule including shift differential and isolation pay where

	

10	 applicable. Eligible employees who are required to work on a

	

11	 holiday shall receive additional pay in accordance with the Con-

	

12	 tractor's overtime and premium pay policies as set forth in

	

13	 Section G., below.

	

##^4	 4. An exempt employee will be eligible for holiday pay provided he

	

15	 is being paid for the week in which the holiday occurs.

	

16	 A nonexempt employee will be eligible for holiday pay unless he

	

17	 is on ' an'unauthorized leave on his last scheduled workday

	

18	 immediately preceding or following his holiday.

	

19	 Payment also may be made to an employee where his absence is due

	

20	 to a reduction in force which occurred not more than two (2)

	

21	 weeks prior to the week in which the holiday occurred.

	

22	 G. Overtime, Premium Pay, and Overtime Lunches

	23	 1. Payments to Nonexempt Employees

	24	 a. Nonexempt employees shall be compensated at one and one-

	

25	 half (1 1/2) times their regular hourly rate of pay including

	

26	 shift differential and isolation pay if applicable for:

28	 -10



1 Contract AT(45-1)-2130
Appendix "Bu

2

3 (1) hours worked in excess of eight (8) hours in any workday.

4 (2) hours worked in excess of forty (40) hours in any workweek.

5 (3) hours worked on the first scheduled day of rest within

6 their regular workweek.

>7 (4) hours worked within their regular schedule on any day

8 observed by the employee as one of the nine (9) holidays

9 listed in Section F. above in addition to any holiday

10 allowance.

11 (5) hours worked on a non-established shift.

12 (6) hours worked during the period commencing at 7:48 A.M.

13 and ending at 11:48 P.M. as a result of a call-in.

'4 b. . Nonexempt employees shall be compensated at two (2) times their

15 regular hourly rate of pay including shift differential and

16 isolation pay if applicable for:

17 (1) hours worked in excess of twelve (12) in a workday and

18 for hours worked beyond that workday until they shall have

^9 been away from work for six ( 6) consecutive hours.

20 (2) hours worked on the second scheduled day of rest within

21 their regular workweek.

	

22	 (3) hours worked outside their regular schedule on any day
i

	23	 observed by the employee as one of the nine (9) holidays

	

24	 listed in Section F. above, in addition to any holiday

	

25	 allowance.'

	

26	 (4) hours worked during the period commencing at 11:48 P.M.

	

'	 and ending at 7:48 A.M. as a result of a call-in.

28
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3	 c. For the purpose of determining overtime hours worked, a work -

4	 day begins when the employee starts work and ends twenty-tour

5	 (24) hours later. An employee's workweek begins at a fixed

6	 time each week based on the employee's assigned working

7 schedule and ends one hundred sixty-eight (168) hours later.

8 d.	 Nonexempt employees who do not receive 48-hour notice of each

9 change of shift assignment may be paid at the applicable

10 overtime rate for all hours worked on the new shift during

11 said 48-hour period.

12 e.	 In the event an employee is given less than 16 hours' notice

13 of a requirement to work on a holiday, payment may be made

14 for travel time in accordance with Paragraph f. below, and

-5 provision made for overtime lunches in accordance with

e	 16 Paragraph 3. , below.	 .

17 f. 	 Call-in time shall include travel time to and from the work

18 "location and Richland or the perimeter barricade when special

39 transportation is arranged by the Contractor. 	 When regularly

20 scheduled project bus service is utilized, travel time allow-

21 ances will be provided as follows:

Area	 Travel Time Allowance (one way)

100-B, 100-D, 100-DR, 100-C	 1 hour, 15.minutes
100-H, 100-K, and White Bluffs 	 1 hour, 15 minutes

, 100-F, 200-E, and 200-W	 1 hour, 10 minutes

g. Overtime scheduled in advance or overtime following the regular

work schedule shall include the time spent waiting . for special

-12-
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3	 transportation for return home when regular transportation

4 , 	 is not available..•

5	 h. Nonexempt employees will receive not less than the equivalent

6	 of four (4) hours' pay at their regular hourly rate, including

7 „	 shift differential and isolation pay where applicable, under

8 the following conditions:

9 (1) employees reporting as a result of a call-in.

10 (2) employees reporting on scheduled overtime who are sent

11 home for lack of work.

12 (3) employees reporting on their regular schedule who are

13 sent home for lack of work.

14 i.	 Nonexempt employees who are given notice to report for call-

	

^. 15	 in or.scheduled overtime shall receive an amount equivalent

	

16	 to two (2) hours' pay at their regular hourly rate, excluding

	

17	 shift differential and isolation pay, if,such notice is can-

	

18	 celled after they have completed their last regular schedule

	

19	 prior to the starting time of each overtime assignment.

	

20	 J. In computing overtime over forty (40) hours in any workweek,

	

21 ,	an observed holiday not worked but for which a nonexempt

	

22	 employee receives pay will be counted as time worked.

	

23	 k. Overtime payments will be calculated in tenths of an hour

	

24	 in accordance with the following schedule:

25

26

21,
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3 Time Worked	 Time Paid For

4 1 through 5 minutes	 1/10th of an hour
6 through 11 minutes	 2/10ths'of an hour

5 12 through 17 minutes	 3/10ths of an hour
18 through 23 minutes	 4/10ths of an hour

6 24 through 29 minutes 	 5/10ths of an hour
. 30 through 35 minutes	 6/10ths of an hour

7 36 through 41 minutes ' 	 7/10ths of an hour
`42 through 47 minutes	 8/10ths of an hour

8 48 .through 53 minutes	 9/10ths of an hour
54 through 59 minutes	 One hour

9 60 through 65 minutes 	 One hour and 1/10th

10 2.	 Exempt Employees

11, a. Employees on the Executive Payroll will not be eligible for over-.

f 12 time payments.

13 b. Other exempt employees may receive overtime pay provided that the

14 additional hours have been worked in accordance with an approved,

X15 predetermined, and definite work schedule. 	 Non-scheduled over- .

16 time will be paid only in exceptional circumstances such as
1

17 emergency maintenance work, when a supervisor is necessary to

18 direct the work of others or when overtime is necessary for contin--

19 uity of operations.

20 c. No payment will be made for overtime hours worked of less than

21 four (4) hours a week (or less than one (1) hour in a day).

22 d. Overtime payments to eligible employees will be at the rate of

23; time and one-half of the first $7,500 of annual base salary and

24 at the rate of straight time on the remainder of the employee's

25 annual base salary.

26 e. A special holiday premium pay may be paid to exempt employees

27 required to work on a paid holiday .	 Such premium shall'be at

28 the rate of time and one-half.

29
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	3.	 3. Overtime Lunches

	

4	 Employees may be provided with lunches, and an opportunity to

	

5	 eat such lunches on the Contractor ' s time, after completing

	

.6	 approximately ten (10) consecutive hours of work (excluding

	

7	 the regular lunch period) and at approximately 6-hour intervals

	

8	 thereafter. Employees called in for emergency work may be

y	 9	 provided lunches, and an opportunity to eat such lunches o hn

	

10	 Contractor's time, at approximately 6-hour intervals. Notwith-

	

11	 standing the foregoing, lunches will not be provided for employees

	

12	 •'	 in cases where the expiration of a 6-hour period falls within

	

13	 one-half (1/2) hour of the time the employee is to be relieved

	

14	 from his work assignment

	

`,15	 4. Payment for Emergency Release Time

	A	 In the event of an emergency situation or 'incident (such as a

	

17,	 radiation incident, fire, .or flood, etc.) involving the Con-	 i

,	 18	 tractor ' s operations and requiring the temporary release of

	

19	 personnel from their regular duties, the Contractor in such cases

	

20	 may release those employees who cannot be productively utilized or .

	

21	 reassigned to other duties and compensate them at their normal

rate of pay for the remainder of the workday or shift or for

that time which would have normally been worked within the

succeeding twenty-four (24) hours.

When such action is taken, the Contractor shall immediately

notify the Commission and prior to authorizing a continuation

of pay beyond the period specified herein shall obtain the

concurrence of the Commission for such pay continuation.

-15-
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3	 H. Vacation Payments

	

4.	 1. service Requirements

	5	 a.• Vacation with pay on a calendar year basis will be in

	

6	 accordance with the following schedule:`

	

7	 Years of Service	 Amount of Vacation

	8	 Less than 1 year	 None
1 year but less than 10 years 	 2 weeks

	

9	 10 years but less than 20 years 3 weeks
20 years or more	 4 weeks

`.10

	

11	 2. The vacation allowed in each calendar year under the above

	

-' 12	 schedules shall be ,equal to the total of:

	

13	 a. The vacation'to which his continuous service as of

	

14	 December 31 or his last scheduled workday in , the last

	

"15	 week of the immediately preceding calendar year entitles

	

jo	
him, and

	

17	 b. Any additional vacation to which his continued accumulation

	

18	 of continuous service shall entitle him during the current

	

19	 year; provided that an employee shall not be entitled to

	

20	 any additional vacation in the vacation year unless he

	

21	 shall actually perform work as an active employee of the

	

22	 Contractor after having qualified for such additional

	

23	 vacation during such vacation year.

	

24	 3. Transferring employees who received CY 1967 vacation payment

	

25	 from Isochem, Inc. will be required to take the full vacation

	

26	 to which their service entitles them in CY 1967 under the

	

27	 schedule set forth above. The amount of vacation time for

	

? A	 which the employee was paid by Isochem Inc. must be taken off

	

29	 without pay during CY 1967.
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3
t

4, General Vacation Requirements

4 a.	 Employees will be required to take all vacation due in any

5 year except in special cases where deferral of vacation or

6 pay in lieu of vacation is authorized by the Vice President

7 of Business Management or his delegate.

8 b«	 Unearned vacation credits will not be advanced to employees.

9 c.	 Employees who terminate employment with the Contractor will

10 be paid for any unused vacation to which they.may be entitled

11 upon separation from employment.

12 d.	 In the case of an employee who dies, unused vacation earned

i'	 13 will be treated as wages and payment made accordingly.

14 e.	 The vacation period will be the calendar year.

15 5. Vacation Pay

16 Vacation pay will be based on the employee's straight time earnings

17 rate either (1) when the vacation is taken or (2) for the last fiscal

18 week worked by the employee during the year preceding the vacation

19 year, whichever is greater, and may include shift differential and

20 isolation 'pay where applicable.

21 The number of hours of vacation pay will be based on the average

22 number of hours worked per week (including absences for which pay

23 is granted) during the 12-month period ending with the last fiscal

24 week of the calendar year immediately preceding the vacation year

25 as follows:

26 a.	 The minimum payment (except in the case of part-time employees)

27 will be forty (40) hours.

^8 b.	 If the average is more than forty (40) but less than forty-two

29 (42) hours, payment will be made for forty (40) hours.
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3 c.	 If the average is more than forty-two (42) but less than

4 forty-eight (48) hours, payment will be made for the average

5 number of hours rounded off to the nearest hour.

6 d.	 If the average is forty-eight (48) or more, payment will be

_7 made for forty-eight (48) hours.

8 6.	 Payment in Lieu of Notice of Termination

9 In the event that the services of an employee cannot be product-

10 ively utilized during a period of notice or if his presence in the

11 Plant during a notice period is not desired, the Contractor is

12 authorized, in specific cases where it is considered justifiable

13 because of attendant circumstances, to pay the employee's salary at
I

14 his regular rate of pay for the notice period and to release him

15 forthwith.	 Payments in such cases will not exceed two (2) weeks in

i6 the case of nonexempt employees and one (1) month in the case of

17 exempt employees.	 The Commission will be notified when such cases

18 occur.

19 III.	 TRAVEL, TRANSPORTATION, AND MOVING EXPENSES

20 A.	 General Policy

21 Allowable costs for travel expenses of employees include actual reason-

22 able transportation plus a fixed per diem allowance in lieu of actual

23 expenses for lodging, meals, tips, and miscellaneous personal expenses;

24` and other necessary business expenses as described in this article.

25 Where applicable, as described below, allowable costs cover the incurred

j	 26 moving expenses of newly hired or transferred employees and their family

27 members.

B.	 Re. mar Business Travel

29 1.	 Allowable costs for regular business travel include the use of

30 -18-
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taxis, limousines, personal automobile, rent-a-car, rail, bus and

commercial airline.

a. The allowance for the use of personal automobile on official

business shall be at the rate of eight cents (8¢) per mile.

Such allowance shall be based on the mileage between the author-

ized points of travel as listed in the Rand-McNally standard

distance charts plus a variation of ten percent (10x). (Except

when a longer route is necessitated by road or weather conditions.)

b. Additional allowances shall be made for dhytime and overnight

parking and for ferry, toll road, tunnel, and toll bridge charges.

In the event two (2) or more persons travel in one (1) automobile,

only one (1) mileage allowance will be paid.

c. The allowance for an employee on official travel who uses his

privately owned automobile for his own convenience in lieu of

commercial transportation will be air coach fare (Set fare where

applicable) or eight cents (8¢) per mile whichever is less. In

such instances, per diem reimbursement will be limited to the

time required as if the employee had used air transportation.

d. Allowable costs for the rental of automobiles shall be limited

to the extent that it is advantageous to conduct of work to be

performed. Compact automobiles are to be used whenever they are

available.

e. Allowable costs for rail travel will be actual expenditures for

first=class fare, pullman, including the cost of accomodat ions in

excess of roomette fares when no roomettes are available.

f. Less than first-class air accommodations will be.used for all

airline travel except when less than first-class accommodations

-19-
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are not reasonably available to meet the necessary duty require-

ments. For example, less than first-class accommodations are

5 considered not reasonably available where less than first-class

6 would (a) require circuitous routing, (b) require travel during

7 unreasonable hours, (c) greatly increase the duration of the

8 flight,,(d) result in additional costs which would offset the

9 transportation saving, or (e) offer accommodations which a e

16 not reasonably adequate for the medical needs of the traveler.

11 g.	 In addition to those mentioned above, reasonable charges, if

12 incurred in connection with the work under the Contract, will be

13 allowed for limousine, taxi, bus, streetcar, sub-way fares,

14 baggage (including excess baggage charges), telephone, tele-

15 graph costs, and such other charges as renting rooms, steno-

'16 graphic service, duplicating charges, and other similar items

17 required for effective work performance.	 In addition to expenses

18 incurred for telephone calls made by an employee for official

19 business purposes, telephone expenses may also include calls

" 20 required by such other circumstances as 	 (1) illness in the

21 family,,(2) bad weather conditions justifying concern by the

22 employee's family as to his safe arrival, (3) last minute changes

.:23 in plans, (4) . arrangements for meeting the employee upon return,

24 and (5) a reasonable number, but not to exceed two calls per

25 week of five (5) minutes duration each, for long absences from

26 home (more than two weeks).

27	 2. Per Di---:.- alowance

28	 a. For domestic travel, excluding Hawaii and Alaska, a per diem at the
i

29	 rate of $15.00 per day for each full day an employee is in official
30	

-20-
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3	 travel status shall be an allowable cost in lieu of the payment of

	

4	 actual expenses for hotel rooms, meals, tips, and miscellaneous personal

	

5	 expenses. The fixed daily allowance will be paid at the rate of $3.75

	

6	 for each one-quarter (1/4) of a calendar day or fraction thereof in

	

7	 which travel is performed.

	

8	 b. For the purposes of the above, a day is defined as 12:01 A.M. to

	

9	 12:00 midnight.

	

10	 c. Foreign travel including travel to Hawaii and Alaska all reasonable

	

11	 actual expenses incurred by employees for hotel, rooms, meals, tips

	

12	 and miscellaneous personal expenses shall be allowable costs.

	

13	 C. Exempt Personnel Permanent Transfers

	

14	 Travel and relocation expenses incurred in transferring exempt employees to

	

'S	 their assigned work location shall be allowable costs as prescribed below:

	

16	 1. Shipment of Household Goods and Ordinary Personal Effects

	

17	 Reasonable charges in connection with the shipment and temporary storage

	

18	 in transit of household goods and personal effects of employees moving

	

19	 to their assigned work locations. Such charges will include the cost of:

	

20	 a. Packing, crating, and unpacking.

	

21	 b. Charges for containers.

	

22	 c. Insurance up to a reasonable value on household goods and personal

	

23	 effects while in transit and storage.

	

24	 d. Shipping household pets.

25 e.	 Storage not to exceed thirty (30) days either at the point of origin

26 or at the destination except as otherwise approved by the Commission.

27
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2

3	 f. Transportation between point of origin and destination including

4	 transportation to and from points of storage.

5 g. An allowance of up to $100.00 when substantiated by receipts to

6	 , cover miscellaneous charges such as disconnecting and connecting

,'.7 usual household appliances (i.e., washer, dryer, stove, refriger-

8 ator), license plates, nonrefundable utilities charges, laying

9 and refitting of carpeting and drapes and disconnecting and

f	 10 connecting TV antenna, but not including the cost of connecting

ll to the community TV cable system.

12 h. Shipment of an automobile.

13 1. Shipment of a second automobile or a mileage allowance for a

14 second automobile at the rate of eight cents (80) per mile

15 whichever is less except in exceptional cases. 	 Such mileage

i	 x ,16 allowance shall be based on the miles between the authorized

17 points of travel as listed in the Rand-McNally standard distance

{	 18 charts plus a variation up to ten percent (10%).

j	 19 2.	 Movement of Trailers

20 a. The actual cost of moving personal and household effects in an

- 21 " auto trailer at a rate not to exceed the cost of moving such

22 personal and household effects by common carrier based upon weight

23 certification by the employee and approved by the Contractor.

'24 Weight of the trailer shall not be included in such weight

25 certification.

26 b. The cost of moving a transferred employee's house trailer will

2,7 be allowed in accordance with the following:

28
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(1) When the employee elects to have his trailer relocated by a

i	 4	 professional moving agency, the actual cost of transporting

	

`"5;	 it will be allowed except for cost incurred for dismantling

	

6	 awnings and disconnecting water and sewer pipes. Allowance

	

7	 will be limited to $1,000 except as otherwise approved by

	

8	 the Commission

	

9	 (2) If the employee elects to tow the trailer with his own car,

	

10	 he may be allowed twelve cents (12¢) per mile in addition

	

11	 to the eight cents (80) for driving his car.

	

12	 (3) The allowances specified above will be made in lieu of any

	

13	 payment for movement of household goods or personal property.

	

14	 3. Per Diem Allowances

	

15	 -	 a. Travel During Transfer and Relocation Periods

	

6	 (1) The fixed daily allowance for living expenses incurred

	

17	 during travel and relocation of an employee's immediate

	

18	 family shall be allowable costs as provided below:

19

(iii) Family members under 12 years of age - $3.75 per diem.

(2) The payment of the aforementioned fixed daily allowance for

expenses in the case of transferred employees and their

immediate family members may continue after arrival at their

assigned work locations sub3ect to the following:

(i) Where employee and dependents arrive at the assigned

work location together, or when the dependents arrive

-23-
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within a period of 14 days after the employee, payment of the

.4 fixed daily allowance for the employee and dependents will be

5 limited to a period not to exceed 30 days after arrival of

6 the employee at his assigned work location.

7 (ii) Where the time of arrival of dependents at the assigned work

$ location occurs 15 or more days after arrival of the employee

9 at the fob site,! payment of the fixed daily allowance will

10 be limited to a period not to exceed 30 days after arrival

11 of the employee and payment of the fixed daily allowance

12 for dependents will be limited to a period not to exceed

13 14 days after their arrival.

14 (iii) Payment of the fixed daily allowance for the expenses for

15 single employees shall be limited to five days.

°i6 (iv) The number of days, if any, compensated pursuant to Para-

17 graph 6. below shall be deducted from the allowances

18 provided in (i) and (ii) above.

19	 - (y) Exceptions to the limitations set forth in (i), (ii), and

..20 (iii), above, shall be made upon approval of the Commission,

.21 based upon a demonstration of unusual circumstances, or

22 hardship on the part of the employee.	 The term "immediate

23 family" shall include the employee's spouse, children

24 (including step-children and adopted children), parents of

25 the employee or spouse, and any other dependent of the

26 employee living regularly as a member of his household as

27 defined under Internal Revenue Service Regulations.

8
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3 4. Transportation Allowances

4 Allowable costs will include the costs of transporting the

5 employee and his immediate family by automobile, airline,

6 railroad, or whatever means . may be appropriate. 	 In the event

7 the employee drives his own car, mileage "imbursement will

8 be in accordance with Paragraphs B. 1., a: and b. above.
i

9 5. Computation of Travel Days

10 For the purposes of computing the number of days in travel

11{ status, standard driving is considered to average 350 . miles

I
12

r	 .
" "per day.	 Except when a slower rate of travel is Justified

+	 .;13 because of extenuating circumstanced, such as road or weather

14 conditions, the fixed daily allowances provided for in this

!	 ? section will not be allowed for days of travel in excess of

16 those which would have been consumed by standard driving.

1-
"	 17 6. Advance Trip

18 Allowable costs will include the costs of one advance trip

19 for employees who are to be transferred in order to search for

20 suitable housing, and the reasonable cost of transportation for

21 the employee and his spouse anA for expenses enroute and at

22 the new location not to exceed a total of five (5) days in

23 accordance with the policies set forth in Sections B. above and

24 this.Section C.

25
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3	 7. Sale of Home

	

4	 '.	 For costs actually incurred by transferred exempt employees

	

5	 who own a residence at their previous location in the sale

	

6	 of a home, including brokerage fees and closing costs (legal

7 . `	 fees, appraisal fees, etc.), allowable costs shall not exceed

	

8	 eight percent (8%) of the selling price or eight percent (8%)'_
Q	 .

	

9	 of two and one-half (2 1/2) times the employee's annual salary

	

10	 whichever is 1ess. In the event the employee sells his resi

	

11	 dente himself, allowable costs shall not exceed the costs

	

12	 actually incurred up to a maximum of three percent (3%) of

	

13	 sale price attendant to such sale as follows: advertising,

	

14	 legal fees and closing costs. All other costs incurred by

	

{ ,5	 the employee in sale of the home will be unallowable costs.

	

16	 The costs incurred by employees in purchasing, renting, or

	

,17	 leasing a home at the new location are not allowable.

	

18	 S. Lease Agreements

	

19	 Payments to employees who have.leased a home for their resi-

	

20	 dence at their previous location are allowable for that por-

	

21	 tion of the unexpired lease up to a maximum of three (3)

	

22	 months' rent payments which they are required to pay in order

	

23	 to terminate the lease, except as otherwise approved by the

	

24	 Commission.

25

26
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3	 D.	 Newly Hired Exempt Employees

4	 Except as otherwise approved by the Commission in special cases,

5	 allowable costs for expenses incurred by newly hired exempt employees

6	 in connection with the relocation of themselves, their dependents,

7	 and their household goods and personal effects to their assigned

8	 work location shall be limited as follows:

9 1.	 Shipment of household goods and ordinary personal effects as out-

10 lined in Section C. above, limited to a maximum of 9,000 pounds

11 for employees with dependents and 4,000 pounds for employees

12 without dependents.	 Shipment of only one automobile will be

13' allowed.

14 2.	 Per diem allowances as provided in Section C. above.

5' 3.	 Transportation allowances as provided in Section C. above.

16 E.	 Refund of Travel and Moving Expenses

17' The Contractor will be required to take reasonable steps to recover

18 from a newly hired employee allowable costs from the Commission for

19 such newly hired employee's travel and moving expenses if such

20. employee's employment is terminated voluntarily except for bona fide

21 medical reasons or military duty requirements, within one year from

22 the date of hire.

23' F.	 Travel of Temporary Exempt Employees

24 Professors, graduate students and others employed in exempt positions

25 for full time temporary employment (usually summer months) may be

26
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3	 paid transportation and travel expenses for themselves in accord-

	

4	 ance with the Contractor's established policy. Allowable costs

	

5	 for such expenses shall be as follows:

	

6	 1. Cost of transportation not to exceed the cost of less than

	

7	 first-class travel for one round trip from their place of

	

$	 residence totheir assigned work location in.accordance with

	

9	 Section B. above.

	

10	 2. . Travel expenses while the employee is actually enroute as

	

11	 specified in Section B. above.

	

12	 G. Prospective Exempt Employees

	13	 Transportation and per diem expenses in accordance with Sections

B..and C. aboveaid b the Contractor forp	 y	 expenses incurred by

	

15	 prospective employees under consideration for critical exempt

	

16	 positions at the assigned work location in traveling from their

	

17	 place of residence to the point of interview and return home.or

	

18	 to a location equidistant to the point of origin for the purpose -

	

19	 of employment interview shall be allowable costs.

	

20	 H. Nonexempt Employees

	21	 For nonexempt employees in critical occupations shipment of a

	

22'	 minimum amount of household goods and personal effects and other

	

23	 relocation costs to the assigned work location may be authorized

	

24	 with the prior approval of the Commission.

25.., .̀	 2. menses in Connection With Off-Plant Assignments
Resident and Temporary

	26	 Assignments of employees for work at off-Plant locations fall into
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3

4 categories - resident and temporary.	 Resident assignments are

5 those designated as such by the Contractor, in which an employee

6 will be at a location other than Richland for an extended period,

7 generally one year or more.	 The headquarters of these employees

8 are their assigned locations.	 Temporary assignments are those

9_ in which an employee is assigned temporarily to'a location other

10 than his headquarters. 	 When an employee in a resident assignment

11	 ' is assigned temporarily to another location as work requirements

12 demand, his headquarters continues to be his resident location.
n 13

14 The Contractor will be allowed the following costs for such

15 employees:

a16 1.	 Resident Assignments

17 a.	 Travel Expense

18 Traveling expenses for the employee and his family in

19 accordance with Section C. Paragraphs 4. and 5. of

20. Article III.

:E 21 b.	 Living Expense.,ya
22 Living expenses for the employee and his family while

23 in travel status and while awaiting the arrival of house-

24 hold goods, availability of housing and installation of

25 utilities, not to exceed a period of 30 days after arrival

i 26' at the new location. 	 The per diem allowed to the Contractor

27 by the Commission shall be at the rate specified in

?8 Section C. Subparagraph 3. (a) of Article III.
s,

29
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3

4
c.	 Moving Expense

5 Moving expenses in accordance with Section C. Paragraph 1.

6 and 2. of Article III.

7 d.	 Other Transfer Expenses

8 (1)	 Canceled Leases

9 Actual cost of obtaining a release from a house or,$.

10 4t
y, apartment lease, limited to 3 months' payments if

11 the employee receives no advance notice of a required

12 b . change of location.	 When advance notice is provided,

13 the three months will , be reduced by the period of
F

14
y/

- notice.
1
15 -

(2)	 Expenses in Connection with Housing

16 t Expenses as stated in Subparagraph T. of Section C.

17 of Article III.

18 ' e.	 Side Business Trips

19 - Transportation costs plus per diem allowances incurred in

20 connection with business trips away from the assigned loca-

21 tion, including trips to Richland.

22 f.'	 Other Business Expenses

23 Other appropriate expenses relating to the employee's official

24 duties will be allowed such as telephone toll charges, tele-

25 phone service charges, including installation costs, telephone

26 answering service, telegrams, stenographic service, postage,

27
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4 and minor expenses for expendable stationery and office

5 supplies.	 When the use of a privately-owned automobile has	 --^
6 been authorized and the employee is required to move to

7 another state, the cost of automobile license fees will be

8 allowed provided the employee has purchased a license for

9 the current year.

10 2.	 Temporary Assignments

11 a. Travel Expenses

12 Transportation costs for the employee only, to the point of

13.'
i' his new assignment, in accordance with Section B. Paragraph

14 1 of Article III.

15 b. Interim Living Expenses

16 §r
Living expenses for the employee only while in travel ,status

17 and for the first 30 days at the new location at the per

18 diem rate specified in Section B. Subparagraph 2.a. of

19 Article III.

I
' - 20 c.

•
Moving Expenses

21 Moving expenses will be limited to a maximum weight of 175

'	 22 pounds, as excess baggage, with shipment to be made by rail-

23 way express or parcel post.

24 d. Canceled Leases

25 On official change in assigned location, the cost of a

26 canceled rental lease not exceeding a reasonable month's rent

07
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3

4 provided at least one month's notice (from anniversary

5 date when lease so specified) of an impending move has not

6 been given.

7 e.	 Living Allowances

8 (1) After First 30 Days and for Next 5 Months

9 } After the . first 30 days and through the next 5 months

10 at assigned location, a per diem amount of $1.00 less

11 than the rate specified in Article XII, Section B.

12 Subparagraph 2. a.,

13 (2) For Second 6 Months

,l4. 'After the first 6 months and through the next 6 months

15 at assigned location, a per diem amount of $3.00 'less

16 than the rate specified in Article III, Section B.

";.17 , • Subparagraph 2.e,

18 (3) After 1 Year
19

After one year at the same location (away from headquarters),

20 a negotiated per diem amount less than the amount.under

2T • (2) above if, at that time it is determined that the

22•.'. assignment will probably continue for an extended period.

23' Otherwise, the arrangement described in (2) will,aontinue.

24.:'	 The amount negotiated will be based on estimated living

2$	 costs in excess of those normally incurred at Headquarters.
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3
	

IV. EMPLOYEE BENEFIT PLANS

	

4
	

The costs of the following will be allowable subject to the conditions specified:

	

5
	

A. Group Insurance, Savings and Pension Plans

	

6
	

1. General

	

7
	

a. The Contractor will exert its beat efforts to effect such assignments,

	

8
	

transfers or other agreements as may be necessary to take over, imple-

	

9
	

ment and administer the existing Isochem Inc. Pension and Group Insur-

	

10
	

ance Plans; these Plans and their related insuring contracts and

	

11
	

policies are as follows:

	

12
	

(1) Isochem Pension Plan and related Connecticut General Life Insur-

	

13
	

ance Company Contract No. GR-1738;

	

14
	

(2) Group Life Insurance as implemented by Connecticut General

Policy No. 22090-80;

	

16
	

(3) Group Medical Expense Insurance for Retired Employees (provided

	

17
	

by Rider to Policy No. 22090-80);

	

18
	

(4) Group Accidental Death and Dismemberment Insurance as imple-

	

19
	

mented by Connecticut General Policy No. 22090-81;

	

20
	

(5) Group Disability Income Insurance as provided under Connecticut

	

21
	

General Policy No. 22090-82;

	

22
	

(6) Group Comprehensive Medical Expense Benefits Insurance as

	

23
	

provided under Connecticut General Policy No. 22090-83;

	

24
	

(7) Group Comprehensive Medical Expense Benefits for Retired

	

25
	

Employees (provided by Rider to Policy No. 22090-83);

	

26
	

(8) Group Long Term Disability Insurance as implemented by Union

	

27
	

Mutual Life Insurance Company Policy No. 11482;

(9) Travel Accident Plan, provided under Bankers Insurance Company

	

29
	

Policy No. SR50.705.

	

30
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`3 '	 b. The Contractor agrees that in taking over the above plans and

	

4	 insurance coverages It will also assume as of the date the

	

"5	 Contractor assumes operation of the Commission's 200 Area

	

6	 Chemical Processing Operations such obligations and liabilities,

7i	 if any, as remain unpaid or unfunded with respect to and in

	

8	 consequence of the extension of such plans and coverages by

	

9	 Isochem to its employees engaged in work under Contr

	

10	 No. A'T(45-1)-1851.

	

11	 2. Equivalent Plans and Coverages

	12	 In the event the Contractor for any reason is unable to take over

	

13	 any one or more of the pension and insurance plans identified in

	

14	 Section 1, of this Article IV, the Contractor shall undertake

	

15	 immediately to effect arrangements and agreements for coverages

	

16	 and plans in lieu thereof, such other coverages and plans to be

	

17	 as nearly comparable as reasonably possible to the benefits,

	

18	 terms and conditions of the plans which they are intended to

	

19	 replace. It is intended that costs of such coverages and plans .

	

20	 will be no greater than those of the Isochem Plans and will be

	

21	 submitted for review and prior approval of the Commission.

	

22	 3. Savings Plans

	23	 In the event the Contractor for any reason is unable to take over

	

24	 existing savings plans, savings plans generally similar to but no more

	

25	 costly than that currently available to Isochem employees may be

	

26	 placed in effect. The details of such plans will be submitted

	

27	 to the Commission for review and prior approval.
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3	 4. Recapture

	

4	 The Contractor agrees that the Commission is entitled to recover

	

5	 or be credited with the equivalent of the value of any pension,

	

6	 savings or insurance plan released liabilities, payment of credits,

	

T	 including dividends due the Contractor, arising as result of the

8 .	operation or termination of any plan or plans under Section 1., 2.

	

9	 or 3. of this Article. The method by which the Commission shall

	

10	 recover or be credited with the equivalent of such values which may

	

11	 accrue in any way, including employee turnover, contract expiration

	

12	 or termination or for any other reason shall be in accordance with

13 the provision of a separate agreement between the parties.

14 5.	 Vesting and Eligibility for Enrollment ("Eligibility")

a.	 All Transferring Employees will accrue vesting and eligibility

16 rights in the pension plan maintained by the Contractor in

17 accordance with Section 1. or 2. of this Article using the

18 combination of all periods of General Electric, Isochem Inc.,

19 or U. S. Rubber Company or Martin-Marietta Corporation or

20 subsidiaries of either of them, and Contractor pension-

21 participating service to acquire such rights except:

22 (1)	 Those employees who have vested under the terms of the GE

23 Pension Plan who withdrew their contributions and interest

24	 from the GE Plan at any time prior to service with the

25	 Contractor; such employees will receive credit toward

26	 eligibility and vesting only for participating service with

n'	 Isochem Inc. and/or the Contractor;

28
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3	 (2) Those employees who were General Electric employees prior

	

4	 to their transfers to Isochem Inc. who were participants

	

5	 in but were not vested under the GE Pension Plan and who

	6	 elected not to participate in the AEC-The Travelers Annuity

	

7	 Plan for non-vested GE transferees; such employees will

	

8	 receive credit toward eligibility and vesting only for

	

9	 participating service with Isochem and/or the Contractor;

	

10	 (3) Those employees who did not participate in the Isochem Plan

	

11	 during service with that Contractor; such employees will

	

12	 receive vesting and eligibility credit only for partici-

pating service with the Contractor.

14 b.	 Employees of Atlantic Richfield or its subsidiaries transferred

15 to work under this contract, electing to participate in the

16 pension plan maintained by the Contractor in accordance with

17 Section 1. or 2. of this Article, will be credited for vesting

18 and eligibility purposes with all prior pension-participating

19 service with Atlantic Richfield or its subsidiaries; employees

20 may not make such election if they continue to participate

21 actively in any pension plan maintained by Atlantic Richfield

22 or its subsidiaries.

23 c.	 All other employees will be treated as new employees for pur-

24 poses of establishing eligibility and vesting rights under the

25 pension plan maintained by the Contractor under Section 1. or

26 2. of this Article.

27
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3 B. Suggestion Award Plan

4 Cash awards may be granted to employees for suggestions submitted and

5 adopted pursuant to a Suggestion Award Plan to be established by the

6 Contractor.	 Details of the Suggestion Award Plan, including the

7 conditions of participation and rules for administration, will be

8 furnished to and shall be subject to approval by the Commission

9 prior to establishment by the Contractor.	 An individual suggestion

10 award of $1,000 or more shall be subject to the prior approval of

11 the Commission.

12 C. Physical Examinations

13 1.	 The Contractor will obtain periodic physical examinations and

14 industrial medical and hygiene services for its employees from

a5 the Hanford Occupational Health Foundation.

16 2.	 An offsite physical examination for a prospective employee may

17 be authorized by the Contractor when it would be sound business

18 practice to do so.

19 D. Separation Pay Plan

20 1.	 General	 1

21 A separation pay allowance in event of layoff for lack of work

22 for employees of the Contractor with one (1) or more

23

24

25

26

27

29

30	 -37-



1 Contract AT(45-1)-2130
Appendix "Bn 2

3 years of continuous service will be in accordance with the pro-

4 visions hereinafter set forth.

5 2. Computation of Separation Pay Allowance

6 The allowance shall be computed on the 'basis of one (1) week's

7 pay excluding shift differential and isolation pay, for each

' 8 of the.employee's full years of continuous service plus one-

' 9 quarter (1/4) of a week's pay for each additional three (3)

t 10 months of continuous service at time of layoff.

11 3. Accrual of Separation Pay Credits

12 a.	 Transferring Employees who had less than ten (10) years of

13. continuous service with General Electric and Isochem Inc.

14 at the time of their transfer will retain prior separation

15 pay credits and continue to accrue additional credits as

' 16 Contractor employees on the basis set forth in 2. above up

17 to a maximum of ten '(10) weeks'. total separation pay credits.
3

18 b.	 :Transferring Employees who had more than ten (10) years.of

19	 '. continuous service with General Electric at the time of their

•20 transfer to Isochem Inc. will retain eligibility for separation
j

21 pay credits for their continuous service with General Electric

f
22 on the basis set forth in 2. above.	 They will not accrue

s
23 additional separation pay credits as Contractor employees.

24, c.	 All other employees hired by the Contractor will begin

25 accruing separation pay credits upon. completion of one (1)

26 year of continuous service with the Contractor. 	 Upon

27

Jy

I

28

29

30

completion of this minimum service period, separation pay

credits will accrue on the same basis as set forth in
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3 above, up to a maximum of ten (10) weeks' total separation

k" pay credits which includes credit for the one (1) year

5 minimum service period.

6 d. Eligibility for separation pay allowances will automatically

7 expire for employees at any time service is broken in

8 accordance with Article VII.belov, 	 Should continuity of

.9 service be restored, prior eligibility for separation

10. pay allowance will likewise be restored.

11 4.	 Conditions of Payment

12; An eligible employee laid off for lack of work by the Contractor

13 'will be paid the separation pay allowances for which he is eligible

14 subject to the following conditions:

15 a..	 permanent layoff will be.considered.as one which the.A

16 Contractor determines at the time of separation will exceed

17 six (6) months.

18 b.	 At the time of permanent layoff, an employee will be given the

19 option of (a) receiving his separation pay allowance in a

20 sum, or (b) delaying receipt of the separation pay allowance .

21 until six (6) months have elapsed, after which time.the

22 allowance will be paid him in a lump sum.

23 c.	 Where the layoff period has not been determined or has been

24 determined to be six (6) "months or less, an employee may elect

25 (a) to receive, after one month in layoff status, one-sixth

26 (116) of the separation pay allowance for which he is eligible,

j 27 and one-sixth (1/6) each month thereafter until he has been

28 offered're-employment in his former fob classification, or

29 .
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3	 until the full allowance'has been paid: or (b) to'delay

4	 receipt of the separation pay allowance until six (6)

5	 months have elapsed, after which time the total allowance

6	 will be paid him in a lump sum.

7	 d. In the event an employee. elects option (a) in Paragraph 2.b.

8	 or 2.c. above, and he is offered re-employment in his former

9	 job classification within six (6) months after layoff he

10	 will be expected to repay to the Contractor within one (1) .

11	 year from the date of the offer, or the date of re-employment,

12	 .'	 the total amount of the separation allowance paid him. If the

13	 employee fails to repay the total allowance during the specified

14	 time period, (a) all service and seniority credits previously

15	 . accumulated and continuity of service (excluding pension credited
i

16	 service) will be extinguished, (b) the employee will not be

17	 eligible to accrue new separation pay credits until he shall

18	 have worked for the Contractor from the date of his re-employment

19	 for a period equal to the period he had previously worked to

20	 accumulate the separation pay credits for which he was eligible

21	 at the time of his layoff, and (c) will otherwise be considered

22
	

a newly-hired employee.

23
	

e. An employee who has received the total separation pay allowance

24
	

for which he was eligible in accordance with Paragraph 2.b.

25
	

or 2-c, above, and who is re-employed in his former job classi-

26
	

fication after having been in layoff status in excess of six (6)

27
	

months will not be required to repay the separation pay allowance

28
	

and will be eligible to accrue new separation pay credits upon

29

M
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j 3 1	 completion of one (1) year of continuous service fr 	 a date

4' '	 of his re-employment. 	 Upon completion of this minimum service

5 period, new separation pay credits'will accrue on the same basis
?r

6 _.	 as set forth in Paragraph b. above, up to a maximum of ten (10)

T weeks' total separation pay credits which includes credit for

8 the one (1) year minimum service period.

9 f.	 An employee will not .be entitled_to receive any separation pay

d
10

m	 '
allowance if he has reached normal retirement age (65) at the

11 time he is laid off.

12 g. ` Eligibility for separation pay allowance will expire for employees

a 13 permanently transferred to work not within the scope of this,

14 contract except to the extent provided in Paragraph 5.b. below.

a15 h.	 In the event that responsibility for operation of part or all-of

# 16 the Government owned facilities under this contract (including

17 standby protection and maintenance functions) is assumed by

18 -	 another Contractor or Government agency, employees who are

y 19 transferred to the employ of, or who are offered employment

i
20 -	 within their same classification or at positions of comparable

'
t

21 responsibility by such Contractor or Government agency, which

22	 employment will commence within thirty (30) days after being

23	 laid off by the Contractor shall not be paid any separation

i
24	 pay allowance.

25	 5. Transfers

26	 a. If an employee of the Contractor or its parent Company(ies) is

27	 transferred to work covered by this contract and is subsequently

28
	

laid off, the allowable costs shall include only that portion

29
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3	 :• of the separation pay allowance which was accrued as a result

4' of work performed by such employee under this contract.

5 b: 	 If an employee performing work under this contract is transferred

6 by the Contractor to work which is not covered by this contract

7 and is subsequently laid off, the allowable . costs shall include

8 only that portion of the separation pay allowance which was accrued

9 as a result of work performed under this contract, provided

10
1

payment of separation pay allowances to the employee is made

11 under a separation pay plan comparable to that outlined herein

12 and provided further that the employee is employed in a segment .
i .

13 of the Contractor's operations located within the vicinity of

14 the Hanford Project.

{	 15 E.	 Membership in and Attendance at Meetings of Professional and Technical
Societies

16 The cost of membership in and attendance at national and regional

17 meetings of appropriate societies, including transportation and

?	 18 travel expenses, shall,be administered by the office of the Vice

•	 19 President of Business Management from an approved budget which shall

20 be subject to approval on an annual basis by the Commission.

21 F.	 Education and Training

22 1.	 In order to provide for.an efficient, well-trained, and competent

23 work force, the Contractor may establish programs directed toward

24_ the continuing education, training, and professional development

25 of its personnel.	 These activities may include but will not

26 necessarily be limited to such programs as tuition refund,

27 educational leave-of-absence, fob related and apprenticeship

28 training, and attendance at off-site courses and seminars.

29
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3,	 2. The character and extent of the various education and training

4 '	 programs to be utilized by the Contractor under this contract

5	 will be subject to the approval'of the Commission.

6	 Oe Damaged Personal Property of Employees

7	 1. If an employee sustains damage, including radioactive contamination,

8	 to personal property when in the course of his employment, not due

9	 in whole or in part to his own negligence or to the negligence

10	 of a third party, and such damage is sustained when the employee

11	 is complying with established Contractor policies regarding employee

12	 conduct, he may be fully paid or have the personal property replaced,

13	 decontaminated or repaired, at the discretion of the Contractor.

14	 In the case of personal clothing, payment will be limited to

15	 loss. 'or damage as the result of radioactive contamination, fire,

( 16	 chemical and water damage. Approval of the Commission will be

17	 required in those instances in which loss or damage exceed $100

18	 per occurrence.

19	 2. Personal property as used in the Section includes tools and

20	 equipment when needed is the work and when not made available

21	 by the Contractor; and when reasonably appropriate considering

22	 the circumstances (including the area in which he is working,

23	 needs of the fob, and other factors), private automobiles and

24	 personal effects worn by or carried on the person such as

25	 wallets, watches, jewelry and prosthetic•appliances.

26
.
	H. Patent APPlication Payments

27	 An award of.up to $125 may be made to employees or former'employees of

a
28	 the Contractor for patent applications signed at the request of the

29
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3	 Commission covering inventions and discoveries made during their,

4	 employment at or for the Plant. Payment of such awards may be made

5	 in accordance with the established Patent Plan,of the Contractor,

6	 a copy of which will be furnished to the Commission. Modification or

7	 amendments of the Patent Plan will require the prior approval of

8	 the Commission.

9 .	1;, Benefits for Employees Entering and Returning from the Armed Forces

10	 The Contractor shall abide by and comply with all legal requirements

11	 applying to an employee who terminates . to enter the Armed Services of

12	 the United States, voluntary or otherwise, or who applies for rehire

13 '	 following service with the Armed Forces in accordance with the Univer-

14	 sal Military Training and Service Act as amended. In addition, the

15	 Contractor may allow time off and military pay differential for attend

16	 &nee at annual encampments, National Guard emergency duty, Armed Forces

17	 refresher courses and other similar types of duty. An employee may not

18	 receive a vacation pay allowance and a military pay differential for

19	 the same period.

20	 V, COLLECTIVE BARGAINING AGREEMENTS

21	 A. Whenever changes in provisions of the labor agreement are reached

22	 through collective bargaining between the Contractor and a bargaining

23	 representative, the Contractor and the Commission will expeditiously

24	 enter into discussions concerning amendment of this Appendix "B".

25	 B. Reasonable costs not covered in other sections of this Appendix or

26	 the contract, which arise from administration of or pursuant to

27	 collective bargaining agreements including but not limited to.such

°	 items as time-off granted to union representatives for conduct

29

30
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3	 of union business or negotiations, cost of negotiations, employer

4	 costs of grievance and arbitration or similar proceedings shall

5	 constitute allowable costs. The specific approval of the Commission

6	 will be obtained in the case of unusual items.

7	 VI. SURPLUS PERSONNEL

8	 The Contractor, to the maximum extent practical, will utilize Project

9	 surplus personnel as a first source of recruitment. The procedures to be

10	 followed in utilizing such personnel shall be agreed upon by the Contractor

11	 and the Commission.

12	 VII. SERVICE CREDITS

13	 The Contractor will develop and submit to the Commission for its concurrence

14	 procedures to cover continuity of service.

15	 VIII. EMPLOYEE AND COMMUNITY RELATIONS PROGRAMS

16	 The cost of Employee and Community relations programs including safety

17	 programs, awards for continuous service or perfect attendance, and

18	 management awards shall be allowable. The nature and extent of such

19	 programs shall be discussed in advance with the Commission and total

20	 amount budgeted for such programs shall be subject to the approval of

21	 the Commission.

22	 IX. TRAVEL ACCIDENT INSURANCE

23	 A travel accident plan generally similar to that currently in effect may

24	 be placed in effect. The details of the plan will be submitted to the

25	 Commission.

26	 X. MISCELLANEOUS PERSONNEL ITEMS

27	 A. Legally required contributions to old age and survivors' insurance and

28	 unemployment compensation and cost of workmen's compensation plans

29	 shall be allowable.
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B. The Contractor may publish an employee house organ and may issue on

4 an "as needed" basis management newsletters and bulletins to

5 adequately communicate in a timely fashion to its employees those

6 matters affecting the employer-employee relationship.

7 C.	 Reasonable and necessary expenses incurred in the recruitment of .

$ "personnel including but not necessarily limited to help wanted

9 advertising, employment office, travel of employees on recruiting

..10, assignments,°preparation of booklets and other recruitment material,

11 and'with the prior approval of the.Commission, use of employment

12 agencies at rates not in excess of standard commercial rates shall

13 be allowable.

14

15

17

•i8
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SPECIAL BANK ACCOUNT AGREEMENT

CONTRACT NO. AT( 45-1 )- 2130

Agreement entered into this
 1"t
	 day of	 Au^nzot	 196_1 , between

the United States of America hereinafter called the "Government"), represented
herein by the United States Atomic Energy Commission (hereinafter referred to as
the "Commission"), Atlantic Richfield Hanford Company
hereinafter called the Contractor", a corporation under the laws of the State
of	 Delaware	 , and	 National Bunk of Commerce
hereinafter called the Bank, a banking corporation under the laws of

Washington	 located at	 Richland, Washington

RECITALS

(a) Under date of AWZust .
Contractor entered into Contract (s)
or a Supplemental Agreement thereto,
Government funds to the Contractor.
furnished to the Bank.

the Commission and the

providing for the making of advances of
Copy of such advance provisions has been

(b) The Commission requires that amounts advanced to the Contractor under
said contract or Supplemental Agreement be deposited in a Special Bank Account
or accounts with a bank designated by the Treasury Department as a depositary
and financial agent of the government (Section 10 of the Act of June 11, 1942,
56 Stat. 356; 12 U. S. C. 265), separate from any of the Contractor's general
or other funds; and, the Bank being such a bank, the parties are agreeable to
so depositing said amounts with the Bank.

(c) This Special Bank Account shall be designated
" Atlantic Richfield Hanford Cempww ftyroll Sank Account .

United States Atomic Energy Commission Special Bank Account."

COVENANTS

In consideration of the foregoing and for other good and valuable considera-
tions, it is agreed that:

(1) The Government shall have title to the credit balance in said account
to secure the return of all advances made to the Contractor, which title shall be
superior to any lien or claim of the Bank or others with respect to such account.

(2) The Bank will be bound by the provisions of said contract or contracts
relating to the deposit and withdrawal of funds in the above Special Bank Account,
but shall not be responsible for the application of funds properly withdrawn from
said account. After receipt by the Bank of written directions from the Contract-
ing Officer, or from the duly authorized representative of the Contracting Officer
or the Manager of the Richland Operations Office of the Commission, the Bank shall
act thereon and shall be under no liability to any party hereto for any action
taken in accordance with the said written directions.

a
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(3) The Government, or its authorized representatives, shall have access to
the books and records maintained by the Bank with respect to such Special Bank
Account at all reasonable times and for all reasonable purposes, including, with-
out limitation, the inspection or copying of such books and records and any and
all memoranda, checks, correspondence or documents appertaining thereto. Such P
books and records shall be preserved by the Bank for a period of six (6) years
after the closing of this Special Bank Account.

(4) In the event of the service of any writ of attachment, levy of execution,
or commencement of garnishment proceedings with respect to the Special Bank Account,
the Bank will promptly notify the Manager, Richland Operations Office, United States
Atomic Energy Commission. In witness whereof the parties hereto have caused this
Agreement to be executed as of the day and year first above written.

United States Atomic E

`

Energygy Commission

AtImantic % 1e Hsnftoord
 

CmDaw
Contracr

ByL	 i

/r	 s oral Bank of Commerce

l . .)	 Washington

Bank
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SPECIAL BANK ACCOUNT AGREEMENT

CONTRACT NO. AT(45-1)-?130

Agreement entered into this list day ofA xst 19§j__, between
the United States of America hereinafter called the Government"), represented
herein by the United States Atomic Energy Commission (hereinafter referred to as
the ":c :,fission"), Atlantic Richfield Hanford CaaWany	 _
hereinafter called the 'Contractor", a corporation under the laws' of the+State
of	 Delmware	 , and Seattle-First National Bank
nereinairer caiiea tine nanx, a

Washington	 located at

RECITALS

(a) Under date of
Contractor entered into Contract (s)
or a Supplemental Agreement thereto,
Government funds to the Contractor.
furnished to the Bank.

the Commission and the

Copy of such advance provisions has been

(b) The Commission requires that amounts advanced to the Contractor under
said contract or Supplemental. Agreement be deposited in a Special Bank Account
or accounts with a bank designated by the Treasury Department as a depositary
and financial agent of the government (Section 10 of the Act of June 11, 1942,
56 Stat. 356; 12 U. S. C. 265), separate from any of the Contractor's general
or other funds; and, the Bank being such a bank, the parties are agreeable to
so depositing said amounts with the Bank.

\	 (c) This Special Bank Account shall be designated
" Atlantic Richfield Hanford Comnaw Contract Fund Account + AT(45-1)-2130

United States Atomic Energy Commission Special Bank Account."

COVENANTS

In consideration of the foregoing and for other good and valuable considera
tions, it is agreed that:

(1) The Government shall have title to the credit balance in said account
to secure the return of all advances made to the Contractor, which title shall be
superior to any lien or claim of the Bank or others with respect to such account.

(2) The Bank will be bound by the provisions of said contract or contracts
relating to the deposit and withdrawal of funds in the above Special Bank Account,
but shall not be responsible for the application of funds properly withdrawn from
said account. After receipt by the Bank of written directions from the Contract-
ing Officer, or from the duly authorized representative of the Contracting Officer
or the Manager of the Richland Operations Office of the Commission, the Bank shall
act thereon and shall be under no liability to any party hereto for any action
taken in accordance with the said written directions.
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(3) The Government, or its authorized representatives, shall have access to .
the books and records maintained by the Bank with respect to such Special Bank
4cc0;;nt at ;;!" .ra^onnblr times and for all reasonable purposes, including, with-

imltarlon, the ii1spection or copying of such books and records and any and
all memoranda, checks, correspondence or documents appertaining thereto. Such
books and records shall be preserved by the Bank for a period of six (6) years
after the closing of this Special Bank Account.

(4) In the event of the service of any writ of attachment, levy of execution,
or commencement of garnishment proceedings with respect to the Special Bank Account,
the Bank will promptly notify the Manager, Richland Operations Office, United States
Atomic Energy Commission. In witness whereof the parties hereto have caused this
Agreement to be executed as of the day and year first above written.

United States Atomic Energy Commission

By	 ^^1 ^/I ..CCU BIZ.

Atlantic Richfield Hanford Company
(Contractor)

By

r	 BB^^aatT,/.ie"-First National Bank

l.:)	Rie5latid^ Washington

(Bank)-^

BY bt-ct). ^M^

- 2 -



Y

I, NANCY L. WYLIE, Assistant Secretary of ATLANTIC

RICHFIELD HANFORD COMPANY, do hereby certify that at the First

.Nleeting of the Board of Directors of said Company held at Z60 South

3road Stre, t, Philadelphia, Pennsylvania, on July 5, 1967 1 at which

a quorum was present and voting throughout, the following resolution

was duly adopted:

RESOLVED, That any two of the following officers of
this Company, namely, the President, any Vice President,
the Treasurer, and any Assistant Treasurer, are hereby
authorized to open, maintain and close accounts for and in
the name of this Company in any bank or trust company and
to authorize signatures on checks, drafts, orders or other

--.	 instruments relating to such accounts, provided that at least
one of the authorizing officers shall be the Treasurer or an
Assistant Treasurer but not more than one shall be an
Assistant.Treasurer; and be it further

RESOLVED, That funds deposited in such accounts shall
be subject to withdrawal by checks, drafts, orders, or other
instruments of this Company bearing the manual or facsimile
signature of such person or persons as shall from time to
time be authorized by such officers, subject to any dollar
limits which may be prescribed; and be it further

RESOLVED, That the responsibility of any bank or trust
company and this Company for honoring forged or unauthorized
checks, drafts, orders or other instruments containing fac-
simile signatures shall be the same as in the case of checks,
drafts, orders or other instruments issued under similar
circumstances and purporting to bear the manual signatures of
persons designated to sign such documents.

I do further certify that such resolution has not been modified

}	 or rescinded and is in full force and effect and that the persons named

below hold the office shown opposite their respective names.



r
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i

President L. M. Richards
Vice President R. P. Corlew
Vice President J. M. Schultz
Treasurer P. E. Cundey
Assistant Treasurer H. H. Hinds
Assistant Treasurer R. C. Lepley

WITNESS my hand and the seal of ATLANTIC RICHFIELD

HANFORD COMPANY this 12th day of July, 1967.

' zj

Assists t Secccrretar	 y^ ;





Contract AT(45-1)-2130
Appendix "D"

KEY PERSONNEL

The employees whose names appear below are the Key Personnel referred to in
Article XXII of Contract AT(45-1)-2130.

Lawrence M. Richards, President

Ralph P. Corlew, Vice President Operations

J. M. Schultz, Vice President Business Management

H. Barton Off, Counsel

J. H. Warren, Manager, Manufacturing

H. P. Shaw, Manager, Facilities Engineering

R. E. Tomlinson, Manager, Research and Engineering
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GUARANTEE OF PERFORMANCE 
CONFORMED COPY

For and In Consideration of the execution by the United

States Atomic Energy Commission of Contract No. AT(45-1)-2130,

:he Atlantic Richfield Company does hereby unconditionally guarantee

to the United States of America the full, prompt and faithful

performance by the Atlantic Richfield Hanford Company of each

of the provisions and conditions of said Contract No. AT(45-1)-2130

and any modifications which may be executed in connection therewith.

This Guarantee shall inure solely to the benefit of the

United States of America.

The Atlantic Richfield Company hereby waives notice by

the United States of America of acceptance of this Guarantee.

IN WITNESS WHEREOF, said Atlantic Richfield Company

has executed this Guarantee of Performance as of this First day

of August, 1967.

ATLANTIC • FIEL COMPANY

By
 X41(:

(Senior Vice P esident)

I, R. G. Nelson, certify that I am the Secretary of

the Atlantic Richfield Company, that R. D. Bent, who signed the

above Guarantee of Performance was then Senior Vice President of

said corporation; that said Guarantee of Performance was duly signed

by it on.behalf of said corporation by authority of its governing

body; and is within the scope of its corporate powers.

IN WITNESS WHEREOF, I have hereunto affixed my hand

and the seal of said corporation this Firs day of August, 1967.

(Corporate Seal)	
(Secretary)

i
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CONFORMED COPY

Contract No. AT(45-1)-2131

AGREEMENT BETWEEN
ATLANTIC RICHFIELD HANFORD COMPANY

AND
ATOMIC ENERGY COMMISSION

This Agreement made this 18t day of August 	 , 1967, by and

between ATLANTIC RICHFIELD HANFORD COMPANY, a Delaware corporation, qualified

to do business in the State of Washington (COMPANY) and the ATOMIC ENERGY

COMMISSION (AEC); and

WHEREAS, COMPANY is a wholly owned subsidiary of ATLANTIC RICHFIELD

COMPANY, a Pennsylvania Corporation (ATLANTIC); and

WHEREAS, as of this date COMPANY and AEC are simultaneously entering

into a cost-type contract for the management, operation, and maintenance by

COMPANY of certain facilities known as the 200 Chemical Separations Area and

for the standby maintenance and surveillance of certain other facilities, for

AEC at Richland, Washington (Operating Contract); and

WHEREAS, in ATLANTIC's proposal to AEC with respect to the

Operating Contract, an offer was made to undertake certain projects and

activities, not directly related to the contract work, for the purpose of

diversifying the economy of the area around Richland, Washington (the'"Tri-Cities

Area"); and

WHEREAS, such undertakings will serve to prevent or reduce the adverse

economic impact of actual or anticipated reductions in AEC programs in that

area, and thereby contribute to the retention and recruitment of personnel

essential:to continuing AEC programs; and

WHEREAS, the parties desire to expressly recognize and define the scope

and-the-extent of such undertakings.
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NOW, THEREFORE, in consideration of these circumstances the parties

agree as follows:

1. COMPANY hereby acknowledges and agrees that it will undertake, at

no cost:=to AEC, the projects and activities set forth in Appendix "A" hereto, which

is made-.a part hereof to the same extent as if copied in full herein; provided

that nothing herein shall affect COMPANY in the operation of such projects or

aetivities.in selling or pricing services, materials or supplies to AEC or

others.

il	 2. It is expressly agreed and understood that a failure of COMPANY to

fully and faithfully carry out the commitments herein enumerated can cause AEC

to suffer and incur injuries in the accomplishment of its purposes, and other

adverse::consequences, which may not be susceptible to adequate compensation in

the form.of.money damages. Accordingly, in the event of a breach of any or all

of the undertakings set forth herein, AEC shall be entitled to sue for specific

performance..of such commitments by COMPANY, and for such other equitable relief

as may-.be..appropriate. Nothing herein shall be deemed to relieve in any way

AEC's,burden-of establishing, independent of the provisions of this Agreement,

that it is.entitled, in any such equitable suit, to specific performance

or such.other.equitable relief as may be appropriate nor shall anything herein be

deemed.to..limit any other legal rights AEC may have under or pursuant to the

Operating.Contract or under applicable law.

3. COMPANY shall, for the initial term of the Operating Contract,

furnish,to.AEC.on or before the 1st day of January, 1968, and on or before the

lat day of every third calendar month thereafter, a written progress report

showing expenditure of funds during the three-month period immediately preceding

the reporting date in connection with the activities identified in Appendix "A"

i
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hereto. -The report shall further describe general progress in connection with

such activities including, where appropriate, status of construction, number of

personnel assigned to the activity, general character of operations being conducted,

schedules, further projections, etc.

4. .Notwithstanding anything to the contrary contained or implied

herein or in.the Operating Contract, a default by COMPANY in the performance of

any of its obligations hereunder shall not constitute a default by COMPANY under

the Operating Contract.

.5. This Agreement shall be binding upon, and inure solely to the

benefit of AEC and COMPANY, and its successors. No other corporation, State

or local. : governmental unit or agency, or other person or entity whatsoever (even

though named or described herein) shall acquire or have any legal or equitable

right, remedy, or claim under or in respect of this Agreement or any provision

herein contained, this Agreement and all conditions and provisions hereof being

intended..to..be..and being for the sole and exclusive benefit of the parties

hereto and.for the benefit of no other person or entity whatsoever, nor shall

any sueh.right, remedy or claim granted herein to AEC be assigned by it to

any third party; provided that nothing herein shall limit the authority of the

United States acting through its officers or agents to enforce the provisions of

this Agreement on behalf of AEC or its successors.

6. The undertakings set forth herein and in Appendix "A" attached hereto

shall continue unless otherwise expressly stated in Appendix "A", for so long

as COMPANY is performing any services for AEC at Richland during the initial term

of the Operating Contract. In the event of a major change in scope of such

operating, Contract, the parties agree that Appendix "A" shall be subject to

revtew..aud-to such revision as may be mutually agreed upon.
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CONTRACT NO. AT(45-1)-2131

IN WITNESS WHEREOF, the parties hereto have executed

this Contract as of the day and year first above written.

UNITED STATES OF AMERICA

UNITED STATES ATOMIC ENERGY COMMISSION

tuontracting uxxicer/

ATLANTIC RICHFIELD HANFORD COMPANY

By . c1^+^4u cc ^^n . ^^n ^An	 ^^N
(President)

I, R. G. Nelson, certify that -I am the Secretary of

the corporation named as Contractor herein; that Lawrence M.

Richards who signed this Contract on behalf of the corporation,

was then President of said corporation; that said contract was

duly signed for and on behalf of said corporation by authority

of its governing body, and is within the scope of its corporate

powers.

IN WITNESS WHEREOF, I have hereunto affixed my hand

and the seal of said corporation, this First day of August, 1967.

vV
Secretary	 Yu

(Corporate Seal)
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APPENDIX "A"

DIVERSIFICATION.COMMITMENTS

Hotel-Convention-Resort Facility

Company will, by itself or by lessee or contractor or otherwise,

construct and operate a hotel-convention-resort facility provided it is determined

that such.a facility is in the best interest of the Tri-Cities community; other-

wise, Company will, construct and operate other suitable equivalent facility or

facilitien.mutually agreeable to Company and to AEC. The decision with

reference..to.the hotel-convention-resort facility will be reached by Company

within six (6) months following the effective date of the Operating Contract.

If it is decided to construct the hotel-convention-resort facility, such facility

is estimated to cost approximately $3 million, and will include approximately

(	 150 rooms, banquet facilities for approximately 500 persons, a restaurant, coffee

shop and :.cocktail lounge. The potential employment will be 100 persons by the

end of Calendar Year 1970. Construction of the facility will be commenced

promptly.,upon-.the making of the decision and every effort will be made to have

it completed.;and in operation within approximately eighteen (18) months following

the date-of commencement of construction.

If.it is decided not to construct the above described hotel-convention-

resort facility, decision with reference to the other suitable equivalent facility

or facilities will be made within six (6) months thereafter.

II.	 Cattle Feedina Yard

Company will, by itself or by a lessee or contractor or otherwise,

construct-and operate a cattle feeding yard in the Tri-Cities Area; said facility

is .anticipated to cost approximately $750,000 and to operate to process at least

- 1 -
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60,000 head of cattle annually. The facility should commence operation within

twelve (12) months from the effective date of the Operating Contract. The

potential employment of the cattle feed lot will be approximately 30 by the end

of Calendar Year 1968 and will rise to approximately 45 by the end of Calendar

Year 1969.

.Company will use its best efforts to purchase required cattle, grain and

feed.in.the.Tri-Cities Area to the extent that it is consistent with prudent

business practices and established procurement patterns of competing cattle feed

lots.

III. Meat Packing Plant

Company will, by itself or by a lessee or contractor or otherwise,

construct and operate a meat packing plant in the Tri-Cities Area in conjunction

{ with the cattle feeding yard. The plant is estimated to cost $1.25 million and to

have an estimated annual capacity to process 35 million pounds of beef. The plant

will be capable of full capacity operation within twenty-four (24) months from the

effective date of-the Operating Contract and will employ approximately 150 persona.

IV. Seminar Program

Company shall support at the Center for Graduate Study in Richland,

Washingtou,.a-seminar program in the Arts and Sciences. Such program shall be

funded at the rate of $75,000 per annum unless Company and AEC mutually agree

upon a different utilization of these monies.

V. Tri-Cities Equity Corporation

Company shall, promptly following the effective date of the Operating

Contract, organize an Equity Corporation in the Tri-Cities Area to invest approxi-

mately $200,000 annually to a maximum of $1 million in existing and new business

- 2 -
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ventures in the area. Such program will be carried on a "best efforts" basis for

a two-year period. The progress reports of this project will include a statement

of the extent of these best efforts. If, after two years of operation, Company

is unable to make sufficient investments and AEC after examining the corporation's

books and records agrees that Company, through the corporation has exercised its

best efforts to meet the needs of the Tri-Cities Area, Company will be relieved

of the commitment.

VI.	 Further Diversification Studies

Company shall promptly following the effective date of the Operating

Contract, undertake to investigate the potential for establishing civilian

oriented nuclear businesses in the Tri-Cities Area. Such investigation contemplates

studies, by way of example, to determine the need or desirability of plants for

,)	 the separation of isotopes, the recovery of technicium, and the hot reprocessing

of civilian fuels. A sum not less than $300,000 will be devoted to the making

of these studies. The results of each study shall remain the sole property of

Company.

C

x
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Contract No. AT(45-1)-2131

GUARANTEE OF PERFORMANCE CONFORMED COPY

For and In Consideration of the execution by the United

States Atomic Energy Commission of Contract No. AT(45-1)-2131, the

Atlantic Richfield Company does hereby unconditionally guarantee

to the United States of America the full, prompt and faithful

performance by the Atlantic Richfield Hanford Company of each of

the provisions and conditions of said Contract No. AT(45-1)-2131

and any modifications which may be executed in connection therewith.

This Guarantee shall inure solely to the benefit of the

United States of America.

The Atlantic Richfield Company hereby waives notice by

the United States of-America of acceptance of this Guarantee.

IN WITNESS WHEREOF, said Atlantic Richfield Company

has executed this Guarantee of Performance as of this First day

of August, 1967.

ATLANTI ICHFI D COMPANY

(Senior Vice resident)	 Yµ

I, R. G. Nelson, certify that I am the Secretary of

the Atlantic Richfield Company, that R. D. Bent, who signed the

above Guarantee of Performance was then Senior Vice President of

said corporation; that said Guarantee of Performance was duly signed

by it on behalf of said corporation by authority of its governing

body; and is within the scope of its corporate powers.

IN WITNESS WHEREOF, I have hereunto affixed my hand

and the seal of said corporation this First --"y of August, 1967.

(Secretary)

(Corporate Seal)
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ATLANTIC RICHFIELD HANFORD COMPANY NEGOTIATIONS

r

Don Williams went to Seattle on the afternoon of July 5, 1967, to meet
with Commissioner Johnson and the representatives from Atlantic Richfield
to plan the agenda for the next two days. Atlantic Richfield representa-
tives were:

R. D. Bent, Senior Vice President
L. M. Richards, Vice President
J. M. Schultz, Controller
R. P. Corlew, Manager of Coordination, Richfield Division
H. B. Off, Senior Counsel, Labor Relations
D. R. Gerner, Manager, Employee Relations
L. W. Cook, Labor Relations
N. E. Birch, Patent Counsel
D. W. McPhail, Manager, Evaluation

The first contract discussion took place on the afternoon of July 6, 1967,
in the Federal Building with the Atlantic Richfield representatives,,
Commissioner W. E. Johnson, D. G. Williams, B. P. Helgeson, H. E. Parker, ',F
A. M. Waggoner and 0. J. Elgert. RL representatives stressed the need for
Atlantic Richfield to taKe over existing procedures, personnel, salaries
and fringe benef ts. Atlantic Richfield agreed to do this in the interest
of a speedy, ordrly takeover of the operations of the 200 Area.

S	 Commissioner Johnson stressed the need for proper emphasis on nuclear
I	 materials manage*ent. He pointed out.the recent interest that^the Joint.

Committee had shown, the Headquarters recent reorganization of nuclear
materials and the trouble's FMC had encountered. Mr. Schultz stated that
prior to takeover they would hire a consultant specialist in the nuclear
material management field to review the inventory procedures for transfer
of material. Waggoner pointed out that the RL situation was different
from NUMEC's as under the terms of our operating contract Atlantic Richfield
had no financial liability unless due to willful misconduct. It was
Atlantic Richfield's position that recognizing the lack of liability ..
their public image could be tarnished if provision was not made for a
prudent review of procedures and .testing of physical inventories of plant,
equipment, stores material and nuclear materials. In addition to the
nuclear materials consultant, Atlantic Richfield proposed to have Lybrand,
their outside public accountants, furnish one or two men to participate
in the inventory procedures review and physical inventory. It was pointed
out that to assure an early takeover only a minimum inventory of plants
equipment and stores material would be made. Reliance will be placed on
individual custodians not the corporation.

It vas agreed that Purex would be shut down, cleaned out, and the inventory,
taken. The plant would not start back into operation until after takeover
by Atlantic Richfield.

t
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SUMMARY OF CHEMICAL PROCESSING

The negotiations began at 11:00 a•m.

In attendance for AEC were R. A. Kohler, Division of Contracts, HQ,

H. E. Parker, Assistant Manager for Technical Operations, RL,

A. M. Waggoner, Assistant Manager for Administration, RL, R. L. Hooper,

Director, Organization and Personnel Division, RL, L. F. Perkins, Director,

y	 Contracts and Procurement Division, RL, C. G. Brinck, Chief Councel, RL,

t ,) Clyde Fitz, Office of the Chief Counsel, RL, P. W. Gottschalk, Chemical

Processing Division, RL, and Russell Ritchie, Chemical Processing Division,

RL.

In attendance for Atlantic Richfield were J. M. Schultz, Vice President

Business Management (ARHCO), Norbert E. Birch, Patent Counsel, Legal

Division, H. Barton Off, Counsel (ARHCO), and Donald W. McPhail, Manager,

Evaluation

Negotiations began with the diversification Agreement, Contract

AT(45-1)-2131.

DISCUSSION OF THE DIVERSIFICATION AGREEMENT

I. The initial discussion was whether the commitments in Appendix A were

to be carried out by Atlantic Richfield Company or by Atlantic Rich-

field Hanford Company (ARHCO). Atlantic Richfield advised that it

v j.; r`,L iU3E ONLY
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has proceeded on the basis that the diversification commitments will be

accomplished by ARRCO with performance guaranteed by the parent company,

Atlantic Richfield Company. Atlantic Richfield presented a proposed

diversification agreement that reflected this approach. AEC had prepared

a proposed agreement which provided that the commitments would be carried

out by the Atlantic Richfield Company. The AEC agreed to Atlantic Rich-

field's approach with a guarantee by the parent company and language in

the diversification agreement was revised to mutual satisfaction of the

parties..r

r	
2. The AEC questioned the part the President of ARRCO and other key person-

nel will play in the administration of the diversification commitments.

Atlantic Richfield expressed the view that it would be mutually advan-

tageous to have one man responsible for administration of ARHCO's

diversification commitments and that he should be readily accessible to

RL. L. R. Richards has been selected as the responsible individual.

AEC had no objection.
u

It was understood that the time spent by Richards and other ARHCO per-

sonnel on administration of diversification activities will not be

reimburseable under the operating contract.

3. A question was raised by Atlantic Richfield regarding the length of time

that quarterly reports must be submitted as provided in item 3 of the

diversification agreement. It was agreed that reports will be required

only for the initial term of the operating contract.

OFFMIAL USE 
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4. The reference to "a major change in scope of such Operating Contract"

in item 6 of the Agreement was discussed. Atlantic Richfield was con-

cerned that if a major increase in work occurred it might be expected

to commit itself to additional diversification projects. It was under-

stood that the language in the Agreement precludes change in the diver-

sification commitments under such circumstances without mutual agreement

of the parties and the provision was left unchanged.

DISCUSSION OF DIVERSIFICATION CONNE TMEM

I. Hotel-Convention-Resort Facility

Atlantic Richfield expressed strong reservations about providing for the

possibility of meeting the monetary commitment ($3 million) with more

1	 than one project in lieu of the hotel-convention-resort facility. After

discussion, the desirability of providing for such a contingency was

acknowledged and the commitment was rephrased to provide for construc-

tion and operation of "other suitable equivalent facility or facilities

mutually agreeable to Company and to AEC". The commitment was further

i
expanded to provide that the facility would include a restaurant, coffee

shop, cocktail lounge and that potential employment will be 100 persons

by the end of Calendar Year 1970.

2. Cattle Feeding Yard

It was agreed that the commitment should be expanded to provide that (a)

potential employment will be approximately 30 by the end of Calendar

{ S	 Year 1963 and will rise to approximately 45 by the end of Calendar Year

OFFICIAL USE ONH Y
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1969, and (b) ARHCO will use its best efforts to purchase required cat-

tle, grain and feed in the Tri-Cities areas to the extent that it is

consistent with prudent business practices and established procurement

patterns of competing cattle feed lots.

3. Meat Packing Plant

After considerable discussion, which was directed primarily toward the

time when the plant would be operable, Atlantic Richfield advised AEC

that the plant will probably be larger than described in its proposal to

the AEC. As a result it is encountering complications in programming

the project. McPhail stated that Atlantic Richfield's consultants

,.	 advised them that a 60,000 head/yr: feed lot is economically borderline.

Hence a figure closer to a 100,000 head/yr. feed lot with a correspond-

ing increase in processing capacity (from 35 million pounds to approxi-

mately 65 million pounds) is being considered. At AEC's request Atlantic

Richfield considered increasing the meat packing plant commitment to $2

million with the provision that the time for operation would be extended

to 36 months. After.contacting Atlantic Richfield's home office (Mr. Bent),

the Atlantic Richfield representatives advised that they preferred to keep

the dollar amount in the commitment to $1.25 million and the estimated

time for operation at 24 months. At AEC's request the commitment was

rephrased to provide that the plant will be capable of full capacity

(35 million pounds annually) operation within 24 months from the date of

the Operating Contract and that it will employ approximately 150 persons.

OFFICIAL USE ONLY
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4. Seminar Program.

The commitment was revised to provide that the program will be funded at

the rate of $75,000 per annum. It was understood that Atlantic Richfield

will spend a total of $375,000 over a 5-year period, but will fund at the

rate of $75,000 per year. It was further understood that the $75,000 per

year does not necessarily have to be spent during the year in which it is

funded.

Concern was expressed by Atlantic Richfield that the money may not be sat-

e	 isfactorily utilized in connection with the seminar program so the commit-

ment was expanded to provide for different utilization of the monies by

mutual . agreement of the parties.

5.. Equity Corporation
Atlantic Richfield's draft commitment provided that the corporation could

be terminated at the end of two years if the program does not appear to

meet the community's needs. This language was discarded in favor of AEC

language which provides that "If, after, two years of operation, Company

is unable to make sufficient investments and AEC after examining the corpor-

ation's books and records agrees that Company, through the corporation has

exercised its best efforts to meet the needs of the Tri-Cities area, Com-

pany will be relieved of the commitment."

6. Further Diversification Studies

The words "in the Tri-Cities area" were added following the description of

the undertaking.

OFFICIAL USE ONLY
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A question was raised by AEC whether the $300,000 would or would not be

spent in the Tri-Cities area. Atlantic Richfield resisted commiting

itself to spending a major portion of the money in the Tri-Cities area

as proposed by AEC. After discussion it was felt that the inclusion of

the language "in the Tri-Cities area" was acceptable to AEC.

The negotiations were adjourned at 1:20 p.m. and scheduled to reconvene

at 3:00 p.m.

.r
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OF CHEMICAL

The negotiations began at 3:00 p.m. and adjourned at 6:00 p.m.

In attendance for AEC were R. A. Kohler, Division of Contracts, HQ,

A. M. Waggoner, Assistant Manager for Administration, RL, H. E. Parker,

Assistant Manager for Technical Operations, RL, R. L. Hooper, Director,

-	 Organization and Personnel Division, RL, L. F. Perkins, Director,

}	

Contracts and Procurement Division, RL, C. G. Brinck, Chief Counsel, RL,

,I	 Clyde Fitz, Office of the Chief Counsel, RL, J. B. Warner, Insurance

Representative, RL, P. W. Gottschalk, Chemical Processing Division, RL,

C. F. Chandler, Labor Relations Specialist; RL, Russell Ritchie, Chemical

Processing Division, RL.

In attendance for Atlantic Richfield were J. M. Schultz, Vice President

Business Management (ARHCO), Norbert E. Birch, Patent Counsel, Legal

Division, H. Barton Off, Counsel (ARHCO), and Donald W. McPhail, Manager,

Evaluation.

The negotiations conducted during this session were for the most part a con-

tinuation of negotiations on Appendix B, which took place over a period of

several weeks. The official record of Appendix B negotiations including

this particular session was prepared by C. F. Chandler and is presently

located in the files of RL's Labor Relation Branch, Organization and

Personnel Division.

^FlCIA! USE ON_O 
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-., 2. Atlantic Richfield requested that separate Guarantees of Performance be

attached to the operating contract and to the diversification agreement.

AEC agreed.

DISCUSSION OF APPENDIX D

Atlantic Richfield requested that H. Barton Off, Counsel for ARHCO, be added

to the list of Key Personnel. AEC agreed.

DISCUSSION OF OPERATING CONTRACT AT(45-1)-2130

Preamble

1. Atlantic Richfield expressed ARHCO's willingness to effect the takeover

of the Chemical Processing Operations as soon as possible. AEC men-

tioned the advisability of giving thirty days termination notice to

Isochem. By mutual agreement it was decided that September 1, 1967 would

be the effective date of the contract. It was agreed that if this date

cannot be met the date will be changed by contract modification. (The

next day it was agreed that the effective date of the contract will be

September 4, 1967 at 12:01 a.m.)

2. AEC asked who would execute the contract and when would it be executed.

Atlantic Richfield said L. M. Richards will sign the contract in Rich-

land. AEC asked for a resolution from the ARHCO governing body to show

Richard's authority to sign the contract. Atlantic Richfield said it was

unaware that such evidence of authority would be required. While a gen-

eral resolution is available.it had no specific resolution. AEC was

assured that the necessary evidence of authority would be provided. AEC

then broughtout that evidence of R. D. Bent's authority to sign the
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Guarantee of Performance is also required. Atlantic Richfield agreed to

check it out and comply with the request.

Article I - Definitions

No discussion.

Article II - Engagement of Contractor - Designation of Facilities

1. Atlantic Richfield questioned whether the letter of July 20, 1967, from

RL to L. M. Richards regarding facilities to be assigned to ARHCO is

related to this Article. Their initial observation was that the exact

facilities to be managed, operated and maintained should be described

f	 and the description related to Article II. After discussion Atlantic

Richfield agreed that the second paragraph of the letter which refers to

Article II'makes the letter satisfactory.

2. 'AEC advised Atlantic Richfield that under certain emergency situations

it may be necessary for AEC to give ARHCO oral directions and instruc-

tions. It was agreed by the AEC that such directions and instructions

will be confirmed in writing. This agreement will be included in the

letter of understanding.

Article III - Description of Work and Services

1. Atlantic Richfield said it has a copy of the Isochem contract which

includes a reference to fabrication of weapons. AEC pointed out that

the language was deleted from the ARHCO contract because the activity

has been discontinued.

0iTICIAL USE 0".1 V
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2. Atlantic Richfield asked whether reactivation of Redox would be consid-

ered an increase in the scope of the work. AEC agreed that it would be

so regarded.

3. ARCHO requested that the word "Washington" appear after "Richland" in

this Article. AEC agreed.

4. Under Section (c) (2), Mr. Kohler stated that Atlantic Richfield's

requested additional language to the effect that the costs incurred by

the contractor shall be allowable costs as determined by the criteria

in Article V, had been disapproved at AEC Headquarters. It was agreed

that the proposed addition would not be included.

Article IV - Obligation of Funds

RL stated that the amount presently obligated by the Government with respect

to this contract is $200,000. Atlantic Richfield asked about the duration

of the obligation. It was understood that it is for 45 days as indicated in

paragraph (c). Atlantic Richfield agreed that the amount obligated is suffi-

cient.

Article V - Allowable Costs and Fixed Fee

1. Atlantic Richfield did not agree on the indicated fixed fee to be paid

after the takeover date. Mr. Waggoner suggested that discussions on the

fee should be conducted privately later in the day. Atlantic Richfield

agreed.

2. Atlantic Richfield asked if the word "separation" in V, (d) (8) (B)

applied to mass separations or only to intermittent separations. AEC

OF11CIAL USE 0111111
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(Bob Hooper) said the word relates to the provisions in Appendix "B".

It is intended to apply to an individual who terminates from ARHCO and

not to one who transfers to a successor contractor.

3. Atlantic Richfield questioned the AEC's intent regarding (e) (22) which

provides that storage of records pertaining to the contract after com-

pletion of operations is an example of an item of unallowable case. AEC

advised that (e) (22) pertains to ARHCO's own records as distinguished

from records that are the property of the Government.

4. Item 11 in RL's checklist was discussed. It provides for the addition of

words ".	 or as approved by the Contracting Officer" at the end of

Article V (e) (5) and a provision in a letter of understanding to the

effect that AEC recognizes the Contractor's central office is in Rich-

land, that certain central office costs will be incurred in connection

with work under the contract and therefore a properly allocable portion

of such costs (including travel) will be allowable, subject to the test

of allowability set forth in Article V (c). It was agreed that the addi-

tion should be made and that the letter of understanding should include

the provision regarding central office costs.

Article VI - Payments and Advances

1. Atlantic Richfield suggested that checks be advanced by the AEC on a

weekly basis. RL pointed out that the frequency of advances is covered

in the contract.

OF ICIA1 USE ONLY
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2. AEC advised that it cannot add a provision (as requested by Atlantic

Richfield) that failure of the parties to reach agreement on allowable

costs in 'the annual voucher of expenditures described in VI (e) shall

constitute a dispute. Atlantic Richfield raised the question whether

the disputes article is applicable only to the portions of the contract

which specifically provide that failure of the parties to agree shall

constitute a dispute. AEC explained its position which has been that

the scope of the disputes article is not so restricted, that it is

applicable to any dispute arising under the contract unless the pertin-

ent portion of the contract provides that it is not sub,jectto dispute

".1 l and provided the dispute involves a question of fact. Paragraph (b) of

J	 the disputes article which provides that the article does not preclude

consideration of law questions in connection with decisions in paragraph.

(a) was also called to Atlantic Richfield's attention. After the

explanation Atlantic Richfield agreed that the requested addition is

unnecessary.

Article VII - Assignment

No discussion.

Article VIII - Accounts, Records and Inspection

In accordance with item 14 in RL's checklist, a few words will be added to

paragraph (d) to enable the contractor to retain a copy of said material for

its own use, subject to the security and patents articles in the contract.

Article IX. - Examination of Records

No discussion.

USE ONLYOF FICIAL 
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Article.X - Required Bonds and Insurance - Exclusive of Government Property

Atlantic Richfield said it would arrange for workmen's compensation coverage

for its employees. AEC advised that such arrangements are unnecessary as

coverage will. be provided under AEC's contract with the state. AEC added

that it handles all workmen's compensation matters including administration

and litigation of claims. After AEC pointed out Article XLIV - Workmen's

Compensation, Atlantic Richfield said it was pleased with the described

arrangements and would forget about making its own arrangements for coverage.

.r	 Article XI - Pro erg

With respect to steps to be taken in event of loss (paragraph (f)) Atlantic

Richfield assured AEC that it will follow established Isochem procedures.

Atlantic Richfield said it would determine whether it wants to include the

point in the letter of understanding. (Such a request was not made.)

Article XII. - State and Local Taxes

No discussion.

Article XIII - Contractor Procurement

Atlantic Richfield took exception to the language in paragraph (c) and sug-

gested that its proposed language be used. AEC preferred to leave the para-

graph unchanged, with the exception of deleting the word "prime" and

capitalizing the word "contractor" in the third line of the paragraph.

Article XIV - By-American Act

No discussion.

OFFICIAL USE ONLY
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Article XV - Priorities Allocations and Allotments

No discussion.

Article XVI - Litigation and Claims

No discussion.

Article XVII - Disputes

It was agreed that disputes had been sufficiently discussed in connection

with Article VI.

Article XVIII - Safety, Health and Accident Protection

Atlantic Richfield questioned if the fee would continue in the event of a

shutdown necessitated by a hazard such as contamination. AEC said the fee

of other contractors has never been stopped under such circumstances but it

doesn't want the contract to provide that the fee will not be stopped. The

language in the contract is to enable AEC to enforce its health, safety and

fire protection regulations.

Article XIX - Permits

No discussion.

Article XX - Security

No discussion.

Article XXI - Contractors Organization

Atlantic Richfield said it will provide the organization chart required under

'a) as promptly as possible after execution of the contract.

0FRU AL USE ONLY
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Article XXII - Key Personnel

No discussion.

Article XXIII - Consultant Employment

No discussion.

Article XXIV - Notice of Labor Disputes

No discussion.

Article XXV - Contract Work Hours, Standards Act - Overtime Compensation

Atlantic Richfield had some notes that gave rise to the question whether

paragraph (e) should remain in the contract. It was checked out by the

-^	 Chief Counsel and agreed that it should remain in the contract.

Article XXVI - Walsh-Healey Public Contracts Act

No discussion.

Article XXIII - Equal Opportunity

No discussion.

'	 Article XXVIII - Convict Labor

No discussion.

Article XXIX - Covenant Against Contingent Fees

No discussion.

Article M - Officials Not to Benefit

No discussion.

Ofl^v



- 10 -

i	 O Ici L use 01

Article XXXI - Renegotiation

No discussion

Article XXXII - Utilization of Small Business Concerns

No discussion.

Article )=II - Small Business Subcontracting Program

No discussion.

Article XXXIV - Utilization of Concerns in Labor Surplus Areas

No discussion.
.r

Article XXXV — Labor Surplus Area Subcontracting Program

No discussion.

C

U

Article XXRVI - Term and Termination

October 1, 1972 is to be the contract termination date.

Article XXXVII - Patents

Atlantic Richfield said it wants to be able to file applications for patents

in foreign countries for inventions or discoveries made or conceived in the

course of the contract if the AEC doesn't intend to file in such countries.

Appropriate language was developed for inclusion in the letter of understand-

ing to be prepared by AEC.

The language in item 20 of RL's checklist was satisfactory to Atlantic Rich-

field. Item 20 provides that AEC will state in a letter of understanding

that AP.HCO is ind.er no obligation to utilize or embody in the work under the

contract or in the facilities in which the work is conducted, any specific

background inventions or discoveries of the type described in Article X]OMI (E
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Article XXXVIII - CopXright

No discussion.

Article XXXIX - Drawings, Designs, Specifications

No discussion.

Article XL - Background Technical Data

It was agreed that the letter of understanding would include a provision that

ARHCO is under no obligation to utilize or embody in the . work under the con-

tract or in the facilities in which the work is conducted, any background

r	
technical data of the type described in Article XL (a).

Article XLI - Classification

No discussion.

Article XLII - Nuclear Hazards Indemnity

c

No discussion.

Article XLIII - Source and Special Nuclear Materials

No discussion.

The negotiations were adjourned at 12:00 . noon and scheduled to reconvene

at 1:00 p.m. with attendance limited to AEC - A. M. Waggoner, R. A. Kohler,

and R. L. Hooper. ARHCO - N. E. Birch and D. R. Gerner.
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SUMMARY OF CHEMICAL PROCESSING
CONTRACT NEGOTIATIONS (7-27-67, :30 A.M.

12:00 NOON SESSION

Continued negotiations began at 8:30 a.m. In attendance for AEC were

R. A. Kohler, HQ, A. M. Waggoner, Assistant Manager for Administration,

RL, H. E. Parker, Assistant Manager for Technical Operations, RL,

L. F. Perkins, Director, Contracts and Procurement Division, RL,

C. G. Brinck, Chief Counsel, RL, P. W. Gottschalk, Chemical Processing

Division, RL, Clyde Fitz,. Office of the Chief Counsel,.RL, and

Russell Ritchie, Chemical Processing Division, RL. In attendance for

Atlantic Richfield were Norbert E. Birch, Patent Counsel, Legal Division,

J. M. Schultz, Vice President Business Management (ARHCO), and

H. Barton Off, Counsel (ARHCO).

DISCUSSION OF GUARANTEE OF PERFORMANCE

1. Discussions began with ARHCO taking exception to the word "unconditionally"

in the Guarantee of Performance. The point was not immediately resolved.

It was finally decided that if the word "unconditionally" is in the NUMEC

contract Atlantic Richfield would agree to include it in the Guarantee of

Performance. The Chief Counsel checked with Headquarters and determined

that the NUMEC contract does include the word. Atlantic Richfield there-

upon agreed to include it in the Guarantee of Performance.
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exceeded and that the RFP stated a fee of approximately $750,000 would
oe paid. The Commission believes that the $791,440 is reasonable because,
even with the salary deductions and unallowable costs such as memberships
in Chamber of Commerce and Tri-City Nuclear Industrial Council, and use
of outside public accoun'tan'ts for audit purposes, tUe take-home fee would
exceed the $750,000 set forth in the RFP.

Birch stated that Robert Bent, Vice President of Atlantic Richfield,
wanted '""300,000 as a minimum and if ARHCO could not get this amount we
would be at an impasse. Waggoner stated that the fee offered was our 'top
fee and neither the negotiating committee nor our Headquarters staff had
authority to exceed the amount offered. Any increase would require approval
of -the Commission and undoubtedly would delay execution of the contract to
a substantial degree. Birch 'then agreed to accept the fee offered by the
AEC negotiators.
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SUMMARY OF CIMUCAL PROCESSING
CONTRACT NEGOTIATIONS ( 7 -28-67, 10:00 A.M.

12:10 P.M. SESSION

The meeting began at 10:00 a•m. In attendance for the AEC were A.. M. Waggoner,

Assistant Manager for Administration, RG, L. F. Perkins, Director, Contracts

and Procurement Division, RL, P. W. Gottschalk, Chemical Processing Division,

RL, Clyde Fitz, Office of the Chief Counsel, RL, and Russell Ritchie, Chemical

Processing Division, RL.

In attendance for Atlantic Richfield were Norbert E. Birch, Patent Attorney,

.(.)	
and H. Barton Off, Counsel.

PRELIMINARY DISCUSSION

1. At the request of'the AEC it was agreed that the effective date for take-

over was to.be changed from September 1, 1967 to 12:01 a.m., September 4,

1967. The reason is to facilitate payroll changeover.

2. The time for formal execution of the contract will be 9:30 a.m., Tuesday,

August 1, 1967-

DIVERSIFICATION AGREEMENT - CONTRACT NO. AT(4! -1)-2131

1. Signature pages fdr the diversification agreement ) operating contract and

parent company guarantees are being prepared and signed at Atlantic Rich-

field's home office. They will be mailed to Richland.

2• The contract was proofread and one minor editorial change was made.
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APPENDIX "A" TO CONTRACT AT(45-1)-2131 - DIVERSIFICATION CONNaTMENTS

1. The diversification commitments were proofread and mutually approved.

LETTER OF UNDERSTANDING ON CONTRACT AT(45-1)-2130

1. Perkins questioned whether or not item 4 would limit ARHCO from giving

their best efforts to work .. ARHCO replied that it wouldn't.

2. The question was raised by Atlantic Richfield whether the provision that

was discussed by Gerner concerning budgeting for.promotions and merit

increases is to be included in the letter of understanding. Bob Hooper

was called in to the meeting and pointed out to Birch that in private

session the previous day, Birch, Hooper and Gerner had agreed to exclude

this provision from the letter of understanding. It was agreed it would

be excluded.

CONTRACT NO. AT (45-1)-2130

1. 12:01 a.m., September 4; 1967, was inserted as the effective date of the

contract.

Article I - Definitions

No discussion.

Article II - Engagement of Contractor and Designation of Facilities

Atlantic Richfield questioned whether the word "written" should precede the

provision concerning ?.ssuance of directions end instructions by the AEC to
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ARHCO. The question was withdrawn when AEC pointed out that the letter of

understanding will provide for written confirmation of oral direction and

instructions.

Article III - Description of Work and Services

1. Atlantic Richfield questioned if the description of the work in para-

graph-(a) was in the original draft. After comparison it was deter-

mined that the provision was included in the draft.

2. An editorial omission in (d) (5) was noted and corrected.
E

3. Atlantic Richfield questioned whether all of paragraph (d) (6) was

included in the original draft. It must be checked out before Atlantic

Richfield will agree to include it in the contract.

Article IV - Obligation of Funds

1. The word "cost" was changed to "costs" in paragraph (a).

2. ARHCO's Counsel, mentioned that a number of changes have been made in

the model contract since the first version received by Atlantic Richfield.

However, he was satisfied that they were notsubstantive changes but

instead editorial in nature.

Article V - Allowable Costs and Fixed Fee

I. An editorial correction was made in paragraph (d) (5) to change the word

"allowable" to "unallowable".
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2. It was agreed that the addition of the words "or as approved by the Con-

tracting Officer" in paragraph (e) (5) is consistent with checklist pre-

pared by RL and the agreement of the parties.

The meeting was adjourned at 12:10 and scheduled to reconvene at 1:00 p.m.

to continue proofreading of the contract.
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SUMMARY OF CHEMICAL PROCESSING
CONTRACT NEGOTIATIONS (7-28-67, 1_-'30 P.M.

4:00 P.M. SESSION)

The meeting began at 1:30 P.M, In attendance for the AEC were A. M. Waggoner,

Assistant Manager for Administration, RL, L. F. Perkins ) Director, Contracts

and Procurement Division, RL, P. W. Gottschalk ) Chemical Processing Division)

RL, Clyde Fitz, Office of the Chief Counsel, RL.

In attendance for Atlantic Richfield were Norbert E. Birch, Patent Counsel,

Legal Division ) and H. Barton Off, Counsel (ARHCO).

'	 The purpose of this meeting was to finish proofreading the operating contract.

Selected contract articles were proofread to the satisfaction of those pre-

sent. A list of the articles that were not proofread at this time is con-

tained in the Chemical Processing Division file.

The meetings were adjourned at 4:00 p.m.

M
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In an AEC Headquarters memorandum of July 7, 1967) W. B. McCool,

Secretary, advised Joseph L. Smith, Director, Division of contracts,

that "the Commissioners agreed staff may proceed with discussions

with Atlantic Richfield leading to the selection of that Company as

operating contractor for the Chemical Separations Areas (200 Areas)

at Richland." The memorandum also included the information that the

Manager, RL, had been authorized by the Commissioners "to negotiate

and execute a contract substantially similar to the form furnished

with the request for proposals."

Contract AT(45-1)-2130 which was executed on behalf of the Atomic
t

Energy Commission and the Atlantic Richfield Hanford Company on

August 1, 1967, is substantially .similar. to the form of the contract

furnished with the request for proposals and therefore in accordance

with the Commissioners authorization.

0
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CHEMICAL PROCESSING CONTRACT

NEG IATION COMMITTEE

Read and Approved;

A. M. Waggoner
Assistant Yana r for Administration, My Chairman

H. E. Parker
Assistant Manager for Technical Operations, RL, Member

Division of Contracts Headquarters, Member
0
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Director, Contracts and! Procurement Division, RL, Member

FPCE Coordinator, ChemicAl/Processing Division, RL, Member

Contract Administration Assistant
Chemical Processing Division, RL, Secretary

Chief Counsel,

Director, Organization and Personnel Division, RL
Adviser

Director, Finance Division, RL, Adviser



i

JUSTIFICATION OF

NEGOTIATED CONTRACT



A. L. VnC-^^oncr, Asct I" Aiim <uid 	 OCT x 3 1887
H. P. B.,x erg !,:;at .{ c Tech Q_._:r

0. J. ruc.	 i 
(.c'. ^C"i.y Direc tor 	 f ^

JU"^'Ir1C.rUO;3 OF F MCf'1A= CONMACT

D: pa

At{ocl;ed for your revi.e±a and opprovel is a drasat of the Jucti.fi.eati.on
Ccmtr33t as required by X]C Procurc:.,1zm't lioc..,vil Lions

9-55.1. C_r:.T„s.N S slivuld be „i?3e directly on the draft. Approval.de n

be indicated by sioi n1 thc: final: r. , Ce of tho doe-=--i t.

AttacP.r-vnt :
juc^ti: ic;ation of

Ne;;otiatcd Contract

S'% .y.c^p 	 +1Akg d10i31C^	 t1 l'a txai ?mv't' epht e,^ 4-kel t kcfa&,)?4,r*S

hOA. VIAefLP-6 % iq Wkm4 g hph e#,lc^ Kr% o-tywe11 +^ks nr(Is

e

Go "t"ViP •8wl, Fov^ er^4M "CL- PhI N Y 1^ Wn^ phut l ^i^htl}

tbacovkw. CDPutufKk *?Lk 4 eoa.eK1P W&l J.

cc: CPD Off
CPD Rdg File
CPD Chron File

I

.s OFFICE 10

,

!'PD	
----RIT	 _E aanY

: C^ ACTT	 I : !

FINP2TCE	
-

US'% T

BUDGET	 Ou
----------- -

:4N	 GO

C&P
j1^^
" 1

CHIEF COT-
----------t	 -

BRINCI:SURNAME)

GE qT 	V
Ty

22 ___/

,T	
-”-

._	 _-_______ ____.___^__.____!^-]

-- - - - ----
/WI------------=
 
/_

-

^J
Ta,__---------- ----------

DATE). _	 ........ .....
R'I11 AEC-316 (Rev. 9-53)	

U.S.GOVRNMENT PRINTING O XXI 19Hfi- 214-629	 '	 V

. 1



OFFICIAL USE ONLY

JUSTIFICATION OF NEGOTIATED CONTRACT

Prepared By Russell Ritchie
Chemical Processing
Division
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(a) NAME AND ADDRESS OF PROPOSED CONTRACTOR ------------

(b) LOCATION -------------------------------------------

(c) CONTRACT NO. ---------------------------------------

(d) Not Applicable -------------------------------------

(e) MATURE OF CONTRACT ACTION --------------------------

(f) PROGRAM BASIS FOR THE CONTRACT AND SCOPE OF WORK ---

(g) STATEMENT - FOR USE OF NEGOTIATION IN LIEU OF FORMAL

ADVERTISING -----------------------------------
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JUSTIFICATION OF NEGOTIATED CONTRACT

Pursuant to AECPR 9-55 . 102 -2 the following information is set forth:

(a) NAME AND ADDRESS OF PROPOSED CONTRACTOR:

Atlantic Richfield Hanford Company
260 South Broad Street
Philadelphia, Pennsylvania

(b) LOCATION:

Richland Operations Office
Richland, Washington

(c) CONTRACT NO.:

(1) AT(45-1)-2130 - Operating Contract

(2) AT(45-1)-2131 - Diversification Agreement

(d) As these contracts do not pertain to a subcontract the requirements

of this section are not considered applicable.

(e) NATURE OF CONTRACT ACTION:

(1) AT(45-1)-2130 - New contract, Cost-Plus-Fixed-Fee-Type

(2) AT(45-1)-2131 - New contract, Diversification Agreement

(f) PROGRAM BASIS FOR THE CONTRACT AND SCOPE OF WORK:

(1) Contract AT(45-1)-2130 encompasses the management, operation

and maintenance of the facilities in the Hanford Chemical

Separation Area (200 Areas). The principle objective of the

chemical separations facilities is to separate and purify

uranium and plutonium from irradiated fuel, to manage the

radioactive waste engendered by this operation, and to convert

recovered uranium and plutonium into suitable forms for

shipment.
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(2) The diversification agreement (Contract AT(45-1)-2131)

defines the scone and extent of projects and activities,

not directly related to work performed under the operating

contract, that the contractor is committed to undertake for

the purpose of diversifying the economy in the Tri-Cities

Area.

(3) The proposed operating contract and diversification

agreement are for terms of five-years (ending October 1,

1972) with a takeover of operations scheduled for 12:01 a.m.,

September 4, 1967. The estimated cost of the first year's

operating contract is approximately $30,374,000 as detailed
i

in (1) (2) (e). The proposed fixed fee for the period ending

June 30, 1968 is $65,953 monthly, based on a total fee base

of $22,416,000, as detailed in (1) (2) (e). The fixed fee

will be negotiated annually thereafter in accordance with

Appendix A.

(g) It has been determined that a negotiated cost-type contract is

required since it is impossible to draft for bid invitation

adequate specifications, or any other adequately detailed

description of the required services, to permit establishment of

firm prices.

(h) SOLICITATIONS FOR PROPOSALS:

(1) On February 20, 1967, the Commission authorized the issuance of a

request for proposals for the selection of a contractor for operation
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of the 200 Areas. A press release was issued on February 27,

1967, announcing that AEC was inviting a number of firms to

submit proposals.

The prerequisites included by the Contractor Proposal

Evaluation Board in its invitation generally provided that

the proposer must:

a Have technical and management resources to provide

adequate backup for the operations and adequate financial

resources,

b Have significant experience in the management of complex
r

chemical or allied operations.

In addition to the prerequisites, the Board advised that

the factors listed below would be weighed to the extent

considered appropriate by AEC:

a The firm's background and experience in managing chemical

or allied operations of the scope and complexity

represented by this contract;

b The experience and qualifications of each of the personnel

presently employed by the firm and proposed for assignment

to key management and technical positions at Richland;

c The degree of interest and expected support of firm's

top management;
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d The scope, diversity, and complexity of the firm's

production and research and de^%relopment experience;

e The firm's record of safety, labor relations, and

cost consciousness;

f The firm's commitment to diversification activities

which in the judgment of the Commission will make

maximum contribution to its program for diversification

of the Tri-Cities Area.

(2) Invitations for proposal were sent to the following firms

who, as a result of telephone contact or letters, had

i	 expressed an interest - in receiving a request for proposal:

a Aerojet-General Corporation

b Allied Chemical Corporation

c Atlantic Richfield

d Battelle Memorial Institute

e Dow Chemical Company

f W. R. Grace & Company

g Isochem Inc.

h J. A. Jones Construction Company

i TRW Systems

j Vitro Corporation

In addition, the following firms later requested and were

furnished an invitation:
0
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a Firestone Tire and Rubber Company

b Sverdrup & Parcel Associates, Inc. -- A!allinckrodt
Chemical Works (joint'*enture)

c Universal Oil Products Company (later considered a joint
venture proposal with TRW)

The request for proposals was issued on February 24, 1967,

with a submission date of May 1, 1967. This date was later

advanced to May 15, 1967. Proposals were received from the

following four firms:

a The DOW Chemical Company
Medland, Michigan 48640

b_ Aerojet-General Corporation
Box 15847, Building 2019/AZ
Sacramento, California 95813

c Atlantic Richfield Company
260 South Broad Street
Philadelphia, Pennsylvania

d Isochem Inc.
Richland, Washington 99352

() The February 1967 request for proposal differed from the one

issued in 1964. The 1964 invitation for proposal stated

that proposals for operation of the chemical separations

facilities would be considered only if received in

conjunction with proposals for industrial participation

in the fission products conversion and encapsulation (FPCE)

plant. The February 1967 request for proposal did

not require that a chemical operations project
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(similar to FPCE) be included with the proposal to operate

the chcmical facilities. In the 1964 proposal several

financial options for FPCE construction, ranging from

private financing to financing in part by the government

(up to 100%) were available to proposers. Proposer would

operate and maintain the facility. Isochem Inc. contractually

committed to privately construct such a facility. Operation

was scheduled to begin in late 1968. In early January 1967

Isochem Inc. proposed a delay in construction of FPCE. The

parties then found it mutually convenient to negotiate the

termination of the operating contract and related land lease

under which Isochem Inc. was to build the commercial plant.

In the February 1967 request for proposal it was pointed

out that the AEC's objective is to encourage diversification

and expansion of the industrial base of the Richland

community and that the proposers' diversification

commitments were to be a factor in the proposal evaluation.

However, no attempt was made in this latest request for

proposal to limit or direct the nature or scope of the

diversification proposal. It was emphasized that

diversification contributions might be, but need not

necessarily be, related to the chemical separations plants.

M
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A listing of diversification projects undertaken by other

AEC operating contractors was provided as an example of

the scope of the diversification program.

(4) An evaluation of the proposals received from the foregoing

firms is set forth in a staff paper AEC-114360, subject:

Contractor Proposal Evaluation Board Report on 200 Area

Proposals, dated June 9, 1967. Based on its review of

proposals and meetings or visits with the proposers, the

board was of the opinion that all four proposers are

qualified to operate the 200 Areas.

At Information Meeting 706 on June 29, 1967, the

Commissioners authorized staff to proceed with discussions

with Atlantic Richfield leading to the selection of that

Company as operating contractor.

Subsequently, on July 5, 1967, at Information Meeting 707,

the Commission:

a Confirmed the selection of Atlantic Richfield as

operating contractor;

b Authorized the Manager, RL, to negotiate and execute a

contract substantially similar to the form furnished

with the request for proposals;

c Required that a public announcement be issued by close

of business July 5, 1967.
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(i) HISTORY OF hEGOTTATIONS:

(1) On June 28, 1967 Headquarters provided RL a draft Contract

AT(45-1)-2130 and Appendix B (Personnel Appendix) for use

in negotiations with the contractor selected by the Commission

for operation of the 200 Areas. RL was advised that all of

the proposers had agreed to the provisions of these documents

thus when RL received authorization to negotiate there could

be no substantial or significant changes to the draft without

Headquarters approval.

Further, RL was advised that a Headquarters representative

was to be assigned to the negotiation team for the primary

purpose of participating in.negotiation of the diversification

agreement.

AEC - Atlantic Richfield negotiations commenced on July 12,

1967 and concluded July 28, 1967. The formal execution of

the negotiated contracts took place August 1, 1967.

Preliminary negotiations on Appendix B to Contract AT(45-1)-

2130 were conducted July 12-26 between AEC representatives,

A. M. Waggoner, Assistant Manager for Administration, R. L.

Hooper, Director, Organization and Personnel Division, F. Rutt,

Chief, Labor Relations Branch, Organization and Personnel

Division, and Atlantic Richfield representatives, H. Barton Off,
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Counsel, and D R. Garner, Manger Employee and Labor

Relations.

Final negotiations on Appendix B and on other contractual

documents were conducted July 26-29, 1967. The principle

points of the negotiations are summarized as follows:

a Operating Contract AT(45-1)-2130 - Between United States

of America Represented by United States Atomic Energy

Commission and Atlantic Richfield Hanford Company.

No substantial or significant changes to the form of

the contract furnished with the request for proposals

were negotiated. Understandings relating to the

interpretation, implementation, and administration of

contract provisions were mutually confirmed in a letter

from D. G. Williams, Contracting Officer, AEC, to L. M.

Richards, President, Atlantic Richfield Hanford Company,

Subject: Understandings on Contract AT(45-1)-2130,

dated August 1, 1967.

Oral clarifications of contract intent, not resulting

in changes to contract language, are documented in the

official summary recordings of the negotiations located

in the Chemical Processing Division file.
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1 Appendix A - Procedures and Schedule for Negotiating

Annual Fixed Fee

Atlantic Richfield stated that it hail established

$800,000 as a minimum acceptable fee. This fee was

considered necessary in view of the .20,000 minimum

for salary costs that would be charged against cor-

porate funds. AEC pointed out that the request for

proposal indicated a fee of $750,000 would be paid.

In view of this the Commission fee offer of $791,44o

was considered reasonable because even taking into

account salary deductions and unallowable costs

such as membership in Chamber of Commerce and

Tri-City Nuclear Industrial Council, and use of

outside public accountants for audit purposes, the

take home fee would still exceed the $75.0,000 set

forth in the request for proposals. It was further

pointed out that $791,440 was AEC top fee and

neither the negotiating committee or Headquarters

staff had authority to exceed this offer. Atlantic

Richfield then agreed to accept the $791,440 fee

offered by the AEC negotiators.
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2 Appendix B - Personnel..Policies, Practices and

Programs

These negotiations primarily consisted of adapting

the personnel practices and policies authorized

for Isochem Inc. (Appendix B to Contract No.

AT(45-1) -1851) to fit the Atlantic Richfield

Hanford Company ' s operations. This involved

effectuating agreement on appropriate transitory

language, particularly with respect to the major

benefit programs (pension, insurance, savings, etc.),

inclusion of clarifying wording where intent was not

clear, and minor additions or revisions in those

provisions where administrative experience under

the Isochem Contract had demonstrated. a reed for

clarity and ease of administration.

A record of the changes to the Headquarters' draft

and the ,justification for each is filed in the

Labor Relations Branch, Organization and Personnel

Division, RL.

3 Appendix C - Special Bank Account Agreement

This agreement as prescribed in AECPR 9-7.5005-24

was acceptable in the form presented to Atlantic

Richfield.
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Appendix. D - Key Personnel

The list of key personnel as dram up by AEC was

acceptable to Atlantic Richfield with one exception.

Atlantic Richfield requested that H. Barton Off,

Counsel, be added to the list of key personnel.

AEC agreed.

b Contract No. AT(45-1)-2131 - Agreement Between Atlantic

Richfield Hanford Company and Atomic Energy Commission

Discussion involved whether the commitments in Appendix A

were to be carried out by Atlantic Richfield Company or

by Atlantic Richfield Hanford Company (ARHCO). Atlantic

Richfield advised that it had proceeded on the basis

that the.diversification commitments will be accomplished

by ARHCO with performance guarantee by the parent company,

Atlantic Richfield Company. Atlantic Richfield presented

a proposed diversification alleement'that reflected this

approach, AEC had prepared a proposed agreement which

provided that the commitments would be carried out by

the Atlantic Richfield Company.

The AEC agreed to Atlantic Richfield's approach with a

guarantee by the parent company. Language in the diversi-

fication agreement was revised to mutual satisfaction of

the parties.
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A question was raised by Atlantic Richfield regarding

the length of time that quarterly reports must be

submitted as provided in item 3 of the diversification

agreement. It was agreed that reports will be required

only for the initial term of the operating contract.

Language in the diversification agreement was revised

to mutual satisfaction of the parties.

Several oral clarifications of contract intent were

made which did not result in changes to.the language

of the contract. Documentation of these points is

contained in the official summary recordings of the

contract negotiations filed in the Chemical Processing

Division, RL.

Appendix A Diversification Commitments

1 Hotel-Convention-Resort Facility

Atlantic Richfield expressed strong reservations about

providing for the possibility of meeting the monetary

commitment ($3 million) with more than one project

in lieu of the hotel-convention-resort facility.

After discussion, the desirability of providing for

such a contingency was acknowledged and the commit-

ment was rephrased to.provide for construction and
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operation of "....other suitable equivalent facility

or facilities mutually agreeable to Company and to

AEC". The commitment was further expanded to

provide that the facility would include a restaurant,

coffee shop, cocktail lounge, and that potential

employment will be 100 persons by the end of

Calendar Year 1970.

2. Cattle Feeding Yard

It was agreed that the commitment should be expanded

to provide that:

a. Potential employment will be approximately 30

by the end of Calendar Year 1968 , and will rise

to approximately 45 by the end of Calendar Year

1969, and;

b. ARHCO will use its best efforts to purchase

required cattle, grain and feed in the Tri-Cities

Areas to the extent that it is consistent with

prudent business practices and established

procurement patterns of competing cattle feed

lots.

3 Meat Packing Plant

After considerable discussion, which was directed

primarily toward the time when the plant would be
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operable, Atlantic Richfield advised. AEC that the

plant will probably be larger than described in its

proposal to the AEC. As a result it is encountering

complications in programming the project. Atlantic

Richfield stated that its consultants advised that

a 60,000 head/yr. feed lot is economically border-

line. Hence a figure closer to a 100,000 head/yr.

feed lot with a corresponding increase in processing

capacity (from 35 million pounds to approximately

65 million pounds) is being considered. At AEC's

request Atlantic Richfield considered. increasing

the meat packing plant commitment to $2 million with

the provision that the time for operation would be

extended to 36 months. After contacting Atlantic

Richfield's home office, the Atlantic Richfield

representatives advised that they preferred to keep

the dollar amount in the commitment to $1.25,million

and the estimated time for operation at 24 months.

At AEC's request the commitment was rephased to

provide that the plant will be capable of full

capacity (35 million pounds annually) operation

within 24 months from the date of the operating

contract and that it will employ approximately

150 persons.
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4 Seminar Program

The commitment was revised to provide that the program

will be funded at the rate of $75,000 per annum. It

was understood that Atlantic Richfield will spend a

total of $375,000 over a 5-year period, but will

fund at the rate of $75,000 per year. It was further

understood that the $75,000 per year does not necessarily

have to be spent during the year in which it is funded.

Concern was expressed by Atlantic Richfield that the

money may not be satisfactorily utilized in connection

with the seminar program so the commitment was expanded

to provide for different utilization of the monies by

mutual agreement of the parties.

5 Equity Corporation .

Atlantic Richfield's draft commitment; provided that the

corporation could be terminated at the end of two years

if the program does not appear to meet the community's

needs. This language was discarded in favor of AEC

language which provides that "If, after two years of

operation, Company is unable to make sufficient

investments and AEC after examining the corporation's

books and records agrees that Company, through the

corporation has exercised its best efforts to meet

OFFICIAL USE ONLY



0

OFFICIAL USE OPILY

-17-

the needs of the Tri-Cities area, Company will be

relieved of the commitment."

6 Further Diversification Studies

The words "in the Tri-Cities area" were added following

the description of the undertaking.

A question was raised by AEC whether the $300,000

would or would not be spent in the Tri-Cities Area.

Atlantic Richfield resisted committing itself to

spending a major portion of the money in the Tri-Cities

Area as proposed by AEC. After discussion it was agreed

that the funds for the study need not be spent in the

Tri-Cities but that any resultant civilian oriented

nuclear business would be located in the Tri-Cities.

c Pre-Takeover Costs

On July 21, 1967, by letter agreement, parties mutually

agreed that costs of performing preparatory activities

leading to the orderly takeover of the operation and

management of the RL chemical processing operation would

not exceed $$"125,000 for the period July 5, through

August 31, 1967 and would be subject to the following

conditions:

1 Payment or reimbursement will be made only after

execution of a definitive contract.

OFFICIAL USE ONLY



OFFICIAL USE ONLY

-18-

2 The Commission will not be liable for any costs if a

definitive contract is not negotiated and executed.

3 All preparatory activities performed under the letter

agreement will be in accordance with all applicable

provisions of law and of the proposed form of operat-

ing contract.

lF Precontract cost will be incurred and their allow-

ability will be determined in accordance with the

provisions of AECPR 9-15.501079 and of Article V of

the proposed form of operating contract.

d Summary of the Cost Estimate for Fee Calculation for the

Ten-Month Period Ending June 30, 19668 (Amounts in

Thousands) is asfollows:

Directly Incurred Cost:
Salaries and Fringes

Materials and Supplies

Travel

Other - Taxes, etc.

Offsite Work for Others

Costs Transferred:

Estimated Percent Fee
Annual Cost Allowed Base

v
16,115 100 16,115

3,78 9 100 3,789

150 loo 150

293 100 293

60o 100 600

Materials from Stores 	 763
	

25
	

191

Electricity
	

397
	

100
	

397

Battelle-Northwest
	

1,993
	

25
	

498
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Estimated Percent Fee
Annual Cost Allowed Base

,Computer Sciences $	 313 25 78

J. A. Jones 720 25 180

Vitro 271 25 68.

DUN and ITRD 229 25 57

Other On-Site Services 2,616 -0- -O-

Assessments 2,125 -0- -0-

Estimated Annual Cost $	 30,374

Cost Base For Fee Calculations 	 22,416

Annual Fee Computed in Accordance with Appendix A '791 440
(in dollars)

Monthly Fee (in dollars) From Takeover Date to	 $ 65,953
June 30, 1968

Fee Calculation

	

Annual Cost	 Percent	 Fee

	

$20,000,000	 -	 $725,000

2,416 000	 2.75	 66 44o
	22, 

16'.00
	 791, 0

e Maximum allowable for computation pursuant to AECPI

9-3.808-51 (g) is $791,440. The negotiated fee as

described in (1) (1). a 1 is within the..limit of the

maximum allowable fee of $791,440.

(2) A comparison of the request for proposal which led to

the negotiation of the subject contracts and the

request for -proposal issued in 1964 which led to the
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AEC - Isochem Inc. Contract is discussed in (h) (3).

(3) Since construction and related engineering services were

not factors in contract negotiations the requirements of

this provision are not considered applicable to this

justification.

(4) with respect to reimbursement of costs generated elsewhere

then at the project site, it was agreed that a properly

allowable portion of central office costs (including

travel by officials, executives, administrative heads, and

other employees) will be allowable. The test of

allowability of such costs is set forth irk Article V (c).

(5) The detailed production cost analysis reflecting final

negotiation is detailed in (i) (1) d . This review and

evaluation of major cost elements was prepared by Budget

Division, RL.

(6) There are no lmmm subcontracts required under this operating

contract.

(7) Contract AT(45 -1) -2130 did not contain any form of cost

redetermination or escalation. This is not required for

cost type operating contracts (AECPR 9-3.807-3).

(8) The chemical separations facilities to be assigned to the

Atlantic Richfield Hanford Company are listed in a letter

from 0. J. Elgert to L. M. Richards, dated July 20, 1967.

These facilities represent an investment of approximately

't
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;270 million. Other properties and investments assigned

to ARHCO are similarly detailed in ltLUers Lo ARHCO.

(9) The financial condition of the proposed contractor,

Atlantic Richfield Hanford Company, has been investigated

and is considered satisfactory. The work under this contract

will be financed by government funds. The contractors'

accounting system will be satisfactory and adequate to

furnish information required by AEC under the contract.

Accounts under this contract will be integrated with AEC

accounts.

Atlantic Richfield Company unconditionally guarantees

the full, prompt and faithful performance by the Atlantic

Richfield Hanford Company of the provisions and conditions

of Contracts No. AT(45-1)-2130 and AT(45-1)-2131.

(10) 'The technical ability of Atlantic Richfield is considered

outstanding and satisfies the requirements of the contract.

Atlantic Richfield has not had a previous contract with AEC.

However it recently entered the nuclear energy field by its

acquisition of NM1FC. 1MC's performance as operator of

the Boron - 10 Plant at Niagara Falls, N.Y., is considered

sufficiently satisfactory to warrant requesting an

extension of that contract.
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(11) The initial obligation of funds for the first 45 days of

the contract term commencing 12:01 a.m. September 4, 1967

is in the amount of $200,000 from appropriation 89YO101.91,

allotment No. 23-81-91.25.

(12) The effective date of the contracts is 12:01 a.m. the fourth

day of September, 1967. The term of the contract is for

approximately five years thereafter, ending October 1, 1972,

unless sooner terminated in accordance with contract

provisions. The takeover date of operations is consistent

with the scheduled and orderly transfer of operations from

the present contractor to Atlantic Richfield Hanford Company.

(13) No additional comments are deemed appropriate.

(14) The Commission representative in charge of contract

negotiations was A. M. Waggoner, Assistant Manager for

Administration, RL, telephone No. 509 7 942-1111, extension

6-4838.

Submitted by: Russell Ritchie, Secretary, Chemical Pro essi g
Contract Negotiation Committee,.'

Read and Approved by: A. M. Waggoner, Assistant Manager for
Administration, RL, Chaimn ^•^/2 Ll^/Z^^^Lt^/

	

GG

	 U (j
H. E. Parker, Assistant Manager for Technical

	

Operations, RL, Member-- 	 y

OFFICIAL USE OIILYM

•	 ^9





THIS PAGE_ INTENTIONALLY
LEFT BLANK



G
0

Cd
Cd

w

y
7h



A. L. WaSsawrp Asst Kgr Ada and	 OCT 1 3 1987

H. B. PU*Dr, Asst ngr T*a 0907

0. J. Bigert, Diraat+os. 	 RTSY
Chestical Proce"Ing DiVlsloa

.ls ^rW•/t.:wV("..	 c	 f *.rt +1 :. y.a r_E__r +___ `M

DAR

Attached tour low review and aOpProml is a draft of theti.fioatlaa
of	 tsd ^en^tra as regalred by ADC 	 L	 s
9-55.1. cs *add be awe direetly m the &aft. Approval nq
be I=Ucated by aisuing the flr^l gage of the doommut.

Att Ab mt z
justifteatiaa of

sesDuxted Cmb% t

S'%Ac t 'Ftms	 did kal -pt%v4it,.pwk ih 4te-s t Ncjok*14-rds

1 h(A tomru 666 is wk"4	
`	

I R

Y&" att

L

wnl'8ks4

I^

nrlla

CoNIKWa e10.1 ^ ROW- 60kN {4CM t h jq! ,F a, ?, hf/l	 -I Apt
GO COL- 	 CO/KatlKk r,kd tf&Lfklr 4410..J, 

cc: CPD Off File
CPD Rdg File
CPD Chron File

I

oFF(cE ► CPD	 -•----------- FINANCE BUDGET
-	 --------

C&P CHIEF COUN-I
-

_0&

^ERSURNAME ►

DATE 11

_

9 22	 --

_	 _

--

_

-^^'

0

--^-r------ -	
fiti-

BRINCK

-
^{	 PIYl A19(7.818 (890. B-GA)	 U.8....... MENTPNIMIN60FFICE:^A66-O21 G-818

^ 1



Query 91014ED 84

gR1 kyGta. u n fashm  I71P "67
0.3,

G. J. Elsw . Dllveotw
Mad a1 hvoWadiS Mmialm

OFT-7 777 9,

Ad&Vdom*t
L. F* Pwklaor* AL comomew At 110 cam MMJA w
Robwt A. [ah3Ws DIV sim at

t^,..
a
^
A
, 
o

*
 UmWk	 wIMtmbwA

co 0.	 OIffl" at tiaaWfa COM040 AL Si &"Sd=nt

bcc: Chem.Proc.Div. - YFC
CPD Rdg file

C

XE:gb. 

Chem. oc.
OFFICE ► .______ ____.-__-___	 .________________-________ _________-_________-_	 ___

SURNAME ► .____R_______________________ ______ _ _ ___ ___ ____________________________ ---------------------------------------------------- ._______—_________

DATE ► -----
11-17-67
 ---------------

)CPOrm arc)-uir (xOV. N )
11.5.60VERNMENTPRWTING OFFNI : 196--0-216-82B



OFFICIAL USE ONLY

JUSTIFICATION OF NEGOTIATED CONTRACT

Prepared By: Russell Ritchie
Chemical Processing
Division

OFFICIAL USE ONLY



OFFICIAL USE ONLY

INDEX

(a) NAME AND ADDRESS OF PROPOSED CONTRACTOR 	 ------•------ PAGE 1

(b) LOCATION	 ------------------------------------------- PAGE 1

(c) CONTRACT NO-	 ---------------------------------------- PAGE 1

(d) Not Applicable	 -------------------------------•------ PAGE 1

(e) NATURE OF CONTRACT ACTION	 -------------------------- PAGE 1

(f) PROGRAM BASIS FOR THE CONTRACT AND SCOPE OF WOR]C 	 --- PAGE 1

(g) STATEMENT - FOR USE OF NEGOTIATION IN LIEU OF FORMAL
ADVERTISING	 ----------------------------------- PAGE 2

(h) SOLICITATIONS FOR PROPOSALS ------------------------ PAGE 2

(i) HISTORY OF NEGOTIATIONS ---------------------------- 	 PAGE 8

OFFICIAL USE ONLY



FINAL
	

OFFICIAL USE ONLY
D: RR: dmh
9/15/67

JUSTIFICATION OF NEGOTIATED CONTRACT

Pursuant to AECPR 9-55.102-2 the following information is set forth:

(a) NAME AND ADDRESS OF PROPOSED CONTRACTOR:

Atlantic Richfield Hanford Company
260 South Broad Street
Philadelphia, Pennsylvania

(b) LOCATION:

Richland Operations Office
Richland, Washington

(c) CONTRACT NO.:

(1) AT(45-1)-2130 - Operating Contract

(2) AT(45-1)-2131 - Diversification Agreement

(d) As these contracts do not pertain to a subcontract the requirements

of this section are not considered applicable.

(e) NATURE OF CONTRACT ACTION:

(1) AT(45-1)-2130 - New contract, Cost-Plus-Fixed-Fee-Type

(2) AT(45-1)-2131 - New contract, Diversification Agreement

(f) PROGRAM BASIS FOR THE CONTRACT AND SCOPE OF WORK:

(1) Contract AT(45-1)-2130 encompasses the management, operation

and maintenance of the facilities in the Hanford Chemical

Separation Area (200 Areas). The principle objective of the

chemical separations facilities is to separate and purify

uranium and plutonium from irradiated fuel, to manage the

radioactive waste engendered by this operation, and to convert

recovered uranium and plutonium into suitable forms for

shipment.
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(2) The diversification agreement (Contract AT(45-1)-2131)

defines the scope and extent of projects and activities,

not directly related to work performed under the operating

contract, that the contractor is committed to undertake for

the purpose of diversifying the economy in the Tri-Cities

Area.

(3) The proposed operating contract and diversification

agreement are for terms of five-years (ending October 1,

1972) with a takeover of operations scheduled for 12:01 a.m.,

September 4, 1967. The estimated cost of the first year's

operating contract is approximately $30,374,000 as detailed

in (1) (2) (e). The proposed fixed fee for the period ending

June 30, 1968 is $65,953 monthly, based on a total fee base

of $22,416,000, as detailed in (1) (2) (e). The fixed fee

will be negotiated annually thereafter in accordance with

Appendix A.

(g) It has been determined that a negotiated cost-type contract is

required since it is impossible to draft for bid invitation

adequate specifications, or any other adequately detailed

description of the required services, to permit establishment of

firm prices.

(h) SOLICITATIONS FOR PROPOSALS:

(1) On February 20, 1967, the Commission authorized the issuance of a

request for proposals for the selection of a contractor for operation

OFFICIAL USE ONLY



OFFICIAL USE ONLY

-3-

of the 200 Areas. A press release was issued on February 27,

1967, announcing that AEC was inviting a number of firms to

submit proposals.

The prerequisites included by the Contractor Proposal

Evaluation Board in its invitation generally provided that

the proposer must:

a Have technical and management resources to provide

adequate backup for the operations and adequate financial

resources;

b Have significant experience in the management of complex

chemical or allied operations.

In addition to the prerequisites, the Board advised that

the factors listed below would be weighed to the extent

considered appropriate by AEC:

a The firm's background and experience in managing chemical

or allied operations of the scope and complexity

represented by this contract;

b The experience and qualifications of each of the personnel

presently employed by the firm and proposed for assignment

to key management and technical positions at Richland;

c The degree of interest and expected support of firm's

top management;
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d The scope, diversity, and complexity of the firm's

production and research and development experience;

e The firm's record of safety, labor relations, and

cost consciousness;

f The firm's commitment to diversification activities

which in the judgment of the Commission will make

maximum contribution to its program for diversification

of the Tri-Cities Area.

(2) Invitations for proposal were sent to the following firms

who, as a result of telephone contact or letters, had

expressed an interest in receiving a request for proposal:

a Aerojet-General Corporation

b Allied Chemical Corporation

c Atlantic Richfield

d Battelle Memorial Institute

e Dow Chemical Company

f W. R. Grace & Company

g Isochem Inc.

h J. A. Jones Construction Company

i TRb] Systems

j Vitro Corporation

In addition, the following firms later requested and were

furnished an invitation:
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a Firestone Tire and Rubber Company

b Sverdrup 8: Parcel Associates, Inc. -- Mallinckrodt
Chemical Works (joint venture)

c Universal Oil Products Company (later considered a joint
venture proposal with TRW)

The request for proposals was issued on February 24, 1967,

with a submission date of May 1, 1967. This date was later

advanced to May 15, 1967. Proposals were received from the

following four firms:

a The DOW Chemical Company
Medland, Michigan 48640

b Aero.jet-General Corporation
Box 15847, Building 2019/AZ
Sacramento, California 95813

c Atlantic Richfield Company
260 South Broad Street
Philadelphia, Pennsylvania

d Isochem Inc.
Richland, Washington 99352

(3) The February 1967 request for proposal differed from the one

issued in 1964. The 1964 invitation for proposal stated

that proposals for operation of the chemical. separations

facilities would be considered only if received in

conjunction with proposals for industrial participation

in the fission products conversion and encapsulation (FPCE)

plant. The February 1967 request for proposal did

not require that a chemical operations project
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(similar to FPCE) be included with the proposal to operate

the chemical facilities. In the 1964 proposal several

financial options for FPCE construction, ranging from

private financing to financing in part by the government

(up to 100%) were available to proposers. Proposer would

operate and maintain the facility. Isochem Inc. contractually

committed to privately construct such a facility. Operation

was scheduled to begin in late 1968. In early January 1967

Isochem Inc. proposed a delay in construction of FPCE. The

parties then found it mutually convenient to negotiate the

termination of the operating contract and related land lease

under which Isochem Inc. was to build the commercial plant.

In the February 1967 request for proposal it was pointed

out that the AEC's objective is to encourage diversification

and expansion of the industrial base of the Richland

community and that the proposers' diversification

commitments were to be a factor in the proposal evaluation.

However, no attempt was made in this latest request for

proposal to limit or direct the nature or scope of the

diversification proposal. It was emphasized that

diversification contributions might be, but need not

necessarily be, related to the chemical separations plants.
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A listing of diversification projects undertaken by other

AEC operating contractors was provided as art example of

the scope of the diversification program.

(4) An evaluation of the proposals received from the foregoing

firms is set forth in a staff paper AEC- 1143/60, subject:

Contractor Proposal Evaluation Board Report on 200 Area

Proposals, dated June 9, 1967. Based on its, review of

proposals and meetings or visits with the proposers, the

board was of the opinion that all four proposers are

qualified to operate the 200 Areas.

At Information Meeting 706 on June 29, 1967, the

Commissioners authorized staff to proceed with discussions

with Atlantic Richfield leading to the selection of that

Company as operating contractor.

Subsequently, on July 5, 1967, at Information Meeting 707,

the Commission:

a Confirmed the selection of Atlantic Richfield as

operating contractor;

b Authorized the Manager, RL, to negotiate and execute a

contract substantially similar to the form furnished

with the request for proposals;

c Required that a public announcement be issued by close

of business July 5, 1967.
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(i) HISTORY OF NEGOTIATIONS:

(1) On June 28, 1967 Headquarters provided RL a draft Contract

AT(45-1)-2130 and Appendix B (Personnel Appendix) for use

in negotiations with the contractor selected. by the Commission

for operation of the 200 Areas. RL was advised that all of

the proposers had agreed to the provisions of these documents

thus when RL received authorization to negotiate there could

be no substantial or significant changes to the draft without

Headquarters approval.

Further, RL was advised that a Headquarters representative

was to be assigned to the negotiation team for the primary

purpose of participating in negotiation of the diversification

agreement.

AEC - Atlantic Richfield negotiations commenced on July 12,

1967 and concluded July 28, 1967. The formal execution of

the negotiated contracts took place August 1, 1967.

Preliminary negotiations on Appendix B to Contract AT(45-1)-

2130 were conducted July 12 -26 between AEC representatives,

A. M. Waggoner, Assistant Manager for Administration, R. L.

Hooper, Director, Organization and Personnel Division, F. Rutt,

Chief, Labor Relations Branch, Organization and Personnel

Division, and Atlantic Richfield representatives, H. Barton Off,
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Counsel, and D R. Gerner, Manager Employee and Labor

Relations.

Final negotiations on Appendix B and on other contractual

documents were conducted July 26-29, 1967. The principle

points of the negotiations are summarized as follows:

a Operating Contract AT(45-1) -2130 - Between United States

of America Represented by United States Atomic Energy

Commission and Atlantic Richfield Hanford Company.

No substantial or significant changes to the form of

the contract furnished with the request for proposals

were negotiated. Understandings relating; to the

interpretation, implementation, and administration of

contract provisions were mutually confirmed in a letter

from D. G. Williams, Contracting Officer, AEC,to L. M.

Richards, President, Atlantic Richfield Banford Company,

Subject: Understandings on Contract AT( 5-1)-2130,

dated August 1, 1967.

Oral clarifications of contract intent, not resulting

in changes to contract language, are documented in the

official summary recordings of the negotiations located

in the Chemical Processing Division file.
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1 Appendix A - Procedures and Schedule for Negotiating

Annual Fixed Fee

Atlantic Richfield stated that it had established

$500,000 as a minimum acceptable fee. This fee was

considered necessary in view of the $20,000 minimum

for salary costs that would be charged against cor-

porate funds. AEC pointed out that the request for

proposal indicated a fee of $"750,000 would be paid.

In view of this the Commission fee offer of $791,440

was considered reasonable because even taking into

account salary deductions and unallowable costs

such as membership in Chamber of Commerce and

Tri-City Nuclear Industrial Council, and use of

outside public accountants for audit purposes, the

take home fee would still exceed the $750,000 set

forth in the request for proposals. I:t was further

pointed out that $791,440 was AEC top fee and

neither the negotiating committee or Headquarters

staff had authority to exceed this offer. Atlantic

Richfield then agreed to accept the $791,440 fee

offered by the AEC negotiators.
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2 Appendix B - Personnel Policies, Practices and

Programs

These negotiations primarily consisted of adapting

the personnel practices and policies authorized

for Isochem Inc. (Appendix B to Contract No.

AT(45-1) -1851) to fit the Atlantic Richfield

Hanford Company's operations. This involved

effectuating agreement on appropriate transitory

language, particularly with respect to the major

benefit programs (pension, insurance, savings, etc.),

inclusion of clarifying wording where intent was not

clear, and minor additions or revisions in those

provisions where administrative experience under

the Isochem Contract had demonstrated a need for

clarity and ease of administration.

A record of the changes to the Headquarters' draft

and the justification for each is filed in the

Labor Relations Branch, Organization and Personnel

Division, RL.

3 Appendix C - Special Bank Account Agreement

This agreement as prescribed in AECPR 9-7.5006 -24

was acceptable in the form presented to Atlantic

Richfield.
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4 Appendix D - Key Personnel

The list of key personnel as drawn up by AEC was

acceptable to Atlantic Richfield with one exception.

Atlantic Richfield requested that H. Barton Off,

Counsel, be added to the list of key personnel.

AEC agreed.

b Contract No. AT(45-1)-2131 - Agreement Between Atlantic

Richfield Hanford Company and Atomic Energy Commission

Discussion involved whether the commitments in Appendix A

were to be carried out by Atlantic Richfield Company or

by Atlantic Richfield Hanford Company (ARHCO). Atlantic

Richfield advised that it had proceeded on the basis

that the diversification commitments will be accomplished

by ARHCO with performance guarantee by the parent company,

Atlantic Richfield Company. Atlantic Richfield presented

a proposed diversification agreement that reflected this

approach, AEC had prepared a proposed agreement which

provided that the commitments would be carried out by

the Atlantic Richfield Company.

The AEC agreed to Atlantic Richfield's approach with a

guarantee by the parent company. Language in the diversi-

fication agreement was revised to mutual satisfaction of

the parties.
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A question was raised by Atlantic Richfield regarding

the length of time that quarterly reports must be

submitted as provided in item 3 of the diversification

agreement. It was agreed that reports will be required

only for the initial term of the operating contract.

Language in the diversification agreement; was revised

to mutual satisfaction of the parties.

Several oral clarifications of contract intent were

made which did not result in changes to the language

of the contract. Documentation of these points is

contained in the official summary recordings of the

contract negotiations filed in the Chemical Processing

Division, RL.

Appendix A - Diversification Commitments

1 Hotel-Convention-Resort Facility

Atlantic Richfield expressed strong reservations about

providing for the possibility of meeting the monetary

commitment ($3 million) with more than one project

in lieu of the hotel-convention-resort facility.

After discussion, the desirability of providing for

such a contingency was acknowledged and the commit-

ment was rephrased to provide for construction and
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operation of "....other suitable equivalent facility

or facilities mutually agreeable to Company and to

AEC". The commitment was further expanded to

provide that the facility would include a restaurant,

coffee shop, cocktail lounge, and that potential

employment will be 100 persons by the end of

Calendar Year 1970.

2 Cattle Feeding Yard

It was agreed that the commitment should be expanded

to provide that:

a. Potential employment will be approximately 30

by the end of Calendar Year 1968 and will rise

to approximately 45 by the end of Calendar Year

1969, and;

b. ARHCO will use its best efforts to purchase

required cattle, grain and feed in the Tri-Cities

Areas to the extent that it; is consistent with

prudent business practices and established

procurement patterns of competing cattle feed

lots.

3 Meat Packing Plantlant

After considerable discussion, which was directed

primarily toward the time when the plant would be
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operable, Atlantic Richfield. advised AEC that the

plant will probably be larger than described in its

proposal to the AEC. As a result it is encountering

complications in programming the project. Atlantic

Richfield stated that its consultants advised that

a 60,000 head/yr. feed lot is economically border-

line. Hence a figure closer to a 100,000 head/yr.

feed lot with a corresponding increase in processing

capacity (from 35 million pounds to approximately

65 million pounds) is being considered.. At AEC's

request Atlantic Richfield considered increasing

the meat packing plant commitment to $2 million with

the provision that the time for operation would be

extended to 36 months. After contacting Atlantic

Richfield's home office, the Atlantic Richfield

representatives advised that they preferred to keep

the dollar amount in the commitment to $1.25 million

and the estimated time for operation at 24 months.

At AEC's request the commitment was rephased to

provide that the plant will be capable of full

capacity (35 million pounds annually) operation

within 24 months from the date of the operating

contract and that it will employ approximately

150 persons.
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4 Seminar Program

The commitment was revised to provide that the program

will be funded at the rate of $75,000 per annum. It

was understood that Atlantic Richfield. will spend a

total of $375,000 over a 5-year period., but will

fund at the rate of $75,000 per year. It was further

understood that the $75,000 per year does not necessarily

have to be spent during the year in which it is funded.

Concern was expressed by Atlantic Richfield that the

money may not be satisfactorily utilized in connection

with the seminar program so the commitment was expanded

to provide for different utilization of the monies by

mutual agreement of the parties.

5 Equity Corporation

Atlantic Richfield's draft commitment provided that the

corporation could be terminated, at the end of two years

if the program does not appear to meet the community's

needs. This language was discarded in favor of AEC

language which provides that "If, after two years of

operation, Company is unable to make sufficient

investments and AEC after examining the corporation's

books and records agrees that Company, through the

corporation has exercised its best efforts to meet
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the needs of the Tri-Cities area, Company will be

relieved of the commitment."

6 Further Diversification Studies

The words "in the Tri-Cities area" were added following

the description of the undertaking.

A question was raised by AEC whether the $300,000

would or would not be spent in the Tri-Cities Area.

Atlantic Richfield resisted committing; itself to

spending a major portion of the money in the Tri-Cities

Area as proposed by AEC. After discussion it was agreed

that the funds for the study need not be spent in the

Tri-Cities but that any resultant civilian oriented

nuclear business would be located in the Tri-Cities.

c Pre-Takeover Costs

On July 21, 1967, by letter agreement, parties mutually

agreed that costs of performing preparatory activities

leading to the orderly takeover of the operation and

management of the RL chemical processing operation would

not exceed .125,000 for the period July 5, through

August 31, 1967 and would be subject to the following

conditions:

1 Payment or reimbursement will. be made only after

execution of a definitive contract.
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2 The Commission will not be liable for any costs if a

definitive contract is not negotiated and executed.

3 All preparatory activities performed under the letter

agreement will be in accordance with all applicable

provisions of law and of the proposed form of operat-

ing contract.

4 Precontract cost will be incurred and their allow-

ability will be determined in accordance with the

provisions of AECPR 9-15.5010-9 and of Article V of

the proposed form of operating contract,.

d Summary of the Cost Estimate for Fee Calculation for the

Ten-Month Period Ending June 30, 1968 (Amounts in

Thousands) is asfollows:

Estimated Percent Fee
Annual Cost Allowed Base

Directly Incurred Cost: $ y
Salaries and Fringes 16,115 100 16,115

Materials and Supplies 3,789 100 3,789

Travel 150 100 150

Other - Taxes, etc. 293 100 293

Of£site Work for Others 600 100 600

Costs Transferred:
Materials from Stores	 763	 25	 191

Electricity	 397	 100	 397

Battelle-Northwest	 1,993	 25	 498

OFFICIAL USE ONLY



OFFICIAL USE ONLY

-19-

Estimated Percent Fee
Annual Cost Allowed Base

Computer Sciences $	 313 25 78

J. A. Jones 720 25 180

Vitro 271 25 68

DUN and NRD 229 25 57

Other On-Site Services 2,616 -0- -0-

Assessments 2,125 -0- -0-

Estimated Annual Cost $	 30,374

Cost Base For Fee Calculations 	 22,416

Annual Fee Computed in Accordance With Appendix A $791,44o
(in dollars)

Monthly Fee (in dollars) From Takeover Date to	 65,953
June 30, 1968

Fee Calculation

	

Annual Cost	 Percent	 Fee

	

$20,000,000	 -	 $725,000

	

2 416 000	 2.75	 66 44o

	

22, 416 ,000	 791 0

e Maximum allowable for computation pursuant to AECPI

9-3.808-51 (g) is $791,440. The negotiated fee as

described in (1) (1) a 1 is within the limit of the

maximum allowable fee of $791,440.

(2) A comparison of the request for proposal which led to

the negotiation of the subject contracts and the

request for proposal issued in 1964 which led to the
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AEC - Isochem Inc. Contract is discussed in (h) (3).

(3) Since construction and related engineering services were

not factors in contract negotiations the requirements of

this provision are not considered applicable to this

justification.

(4) With respect to reimbursement of costs generated elsewhere

then at the project site, it was agreed that a properly

allowable portion of central office costs (including

travel by officials, executives, administrative heads, and

other employees) will be allowable. The test of

allowability of such costs is set forth in Article V (c).

(5) The detailed production cost analysis reflecting final

negotiation is detailed in (i) (1) d . This review and

evaluation of major cost elements was prepared by Budget

Division, RL.

(6) There are no kno= subcontracts required under this operating

contract.

(7) Contract AT(45-1)-2130 did not contain any form of cost

redetermination or escalation. This is not required for

cost type operating contracts (AECPR 9-3.807-3)•

(8) The chemical separations facilities to be assigned to the

Atlantic Richfield Hanford Company are listed in a letter

from 0. J. Elgert to L. M. Richards, dated July 20, 1967.

These facilities represent an investment of approximately
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$270 million. Other properties and investments assigned.

to ARHCO are similarly detailed in letters 'bo ARHCO.

(9) The financial condition of the proposed contractor,

Atlantic Richfield Hanford Company, has been investigated

and is considered satisfactory. The work wider this contract

will be financed by government funds. The contractors'

accounting system will be satisfactory and adequate to

furnish information required by AEC under the contract.

Accounts under this contract will be integrated with AEC

accounts.

Atlantic Richfield Company unconditionally guarantees

the full, prompt and faithful performance by the Atlantic

Richfield Hanford Company of the provisions and conditions

of Contracts No. AT(45-1)-2130 and AT(45-1)-2131,

(10) The technical ability of Atlantic Richfield is considered

outstanding and satisfies the requirements of the contract.

Atlantic Richfield has not had a previous contract with AEC.

However it recently entered the nuclear energy field by its

acquisition of MIEC. NUMEC's performance as operator of

the Boron - 10 Plant at Niagara Falls, N.Y., is considered

sufficiently satisfactory to warrant requesting an

extension of that contract.
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(11) The initial obligation of funds for the first 45 days of

the contract term commencing 12:01 a.m. September 4, 1967

is in the amount of $200,000 from appropriation 89YO101.91,

allotment No. 23-81-91.25.

(12) The effective date of the contracts is 12:01 a.m. the fourth

day of September, 1967. The term of the contract is for

approximately five years thereafter, ending October 1, 1972,

unless sooner terminated in accordance with contract

provisions. The takeover date of operations is consistent

with the scheduled and orderly transfer of operations from

the present contractor to Atlantic Richfield Hanford Company.

(13) No additional comments are deemed appropriate.

(14) The Commission representative in charge of contract

negotiations was A. M. Waggoner, Assistant Manager for

Administration, RL, telephone No. 509-942-1111, extension

6-4838.

Submitted by: Russell Ritchie, Secretary, Chemical Piro ^' g
Contract Negotiation Committee

Read and Approved by: A. M. Waggoner, Assistant Manager for
Administration, RL, Chai n t,,,'^^ /3/ , _ -y,^/̂ , ,^^-

H. E. Parker, Assistant Manager for Technical/
Operations, RL, Members
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Administration, Chair.-an,

SUf•nw= OF CIO•IICAL PROCEMINO Col"i TACT 10GOTIATION3
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d

Attached for your cc=--ant or approval is a draft of the "3t'.ary of
Chemical Procesainu Contract Vo3otiations". Com=ts should be
r%de directly on the draft. Approval may be indicated, by siCning
in -the appropriate space on the f"irml page.

Attachment:
t^..ary of Chemical Processing Contract Iie,,otiations

Addresseco In Order:
g- i N11. E, Parker, Assistant Il:n :;^,er for Technical Operation:3, Member

r :C. G. Brincic, Chief Counsel, Tc:,al Adviser
f i i^' L. F. Perms, Director, Contracts and Procure: ant Division, 1'e aber

R. L. IIeoper, Director, Orranication and Personnel Division, Adviser
P. K. Bus Tell, Director, Vinance Dlvizioay Adviser
P. W. Gottschalk, FI'C,T Coordinator, Chemical Processin ; Division, 1:6=ber
R. Ritchie, Contract AtIministration Assistant, CheLZIcal Processing

Division, hIcmber

cc: Asst IW Adm Off File

CPD	 Counsel	 Asst Iigr Adm
MCI=: MM
ELGERT	 PITZ	 WACCONER8-10-67
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SUMMARY OF CHEMICAL PROCESSING
CONTRACT NEGOTIATIONS

u

Prepared By: Russell Ritchie
Chemical Processing Division

and

Clyde Fitz
Office of the Chief Counsel
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Initial Discussion

July 26, 1967------------------------------------- Negotiation Summary -
(AM Session)	 Diversification Agreement,

Contract AT(45-1) -2131

July 26, 1967------------------------------------- Negotiation Summary -
(PM Session)	 Appendix B of the

Operating Contract
AT(45-1) -2130

July 27, 1967------------------------------------- Negotiation Summary -
(AM Session)	 Guarantee of Performance

Contract AT(45-1) -2130,
Appendix D

July 27, 1967------------------------------------- Fee and Salary Negotiation
(PM Session)

July 28, 1967------------------------------------- Proofreading of Contracts
(AM Session)

July 28, 1967------------------------------------- Proofreading of Contracts
(PM Session)

------------------------------------- Approval Page
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N ATLANTIC RICHFIELD HANFORD COMPANY NEGOTIATIONS

Don Williams went to Seattle on the afternoon of July 5,.1967, to meet
with Commissioner Johnson and the representatives from Atlantic Richfield
to plan the agenda for the next two days. Atlantic Richfield representa-
tives were:

a

R. D. Bent, Senior Vice President
L. M. Richards, Vice President
J. M. Schultz, Controller
R. P. Corlew, Manager of Coordination, 'Richfield Division
H. B. Off, Senior Counsel, Labor Relations
D. R. Gerner, Manager, Employee Relations
L. W. Cook, Labor Relations
N. E. Birch, Patent Counsel
D. W. McPhail, Manager, Evaluation

The first contract discussion took place on the afternoon of July 6, 1967,
in the Federal Building with the Atlantic Richfield representatives,
Commissioner W. E. Johnson, D. G. Williams, B. P. Helgeson, H. E. Parker,
A. M. Waggoner and 0. J. Elgert. RL representatives stressed the need for
Atlantic Richfield to take over existing procedures, personnel, salaries
and fringe benefits. Atlantic Richfield agreed to do this in the interest
of a speedy, orderly takeover of the operations of the 200 Area.

Commissioner Johnson stressed the needneed for proper emphasis on nuclear
materials management. He pointed out the recent interest that the Joint
Committee had shown, the Headquarters recent reorganization of nuclear
materials and the troubles NUMEC had encountered. Mr. Schultz stated that
prior to takeover they would hire a consultant specialist in the nuclear
material management field to review the inventory procedures for transfer
of material. Waggoner pointed out that the RL situation was different
from NUMEC's as under the terms of our operating contract Atlantic Richfield
had no financial liability unless due to willful misconduct. It was
Atlantic Richfield's position that recognizing the lack of liability
their public image could be tarnished if provision was not made for a
prudent review of procedures and testing of physical inventories of plant,
equipment, stores material and nuclear materials. In addition to the
nuclear materials consultant, Atlantic Richfield proposed to have Lybrand,
their outside public accountants, furnish one or two men to participate
in the inventory procedures review and physical inventory. It was pointed
out that to assure an early takeover only a minimum inventory of plant,
equipment and stores material would be made. Reliance will be placed on
individual custodians,not the corporation.

It was agreed that Purex would be shut down, cleaned out, and the inventory
taken. The plant would not start back into operation until after takeover
by Atlantic Richfield.
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with Commissioner Johnson and the rerresentati .ves from Atlantic Richfield
to plan the agenda for the next two days. Atlantic Richfield representa-
tives were:	 4

R. D. Bent, Senior Vice President
L. M. Richards, Vice President
J. M. Schultz, Controller
R. P. Corlew, Manager of Coordination, Richfield Division
H. B. Off, Senior Counsel, Labor Relations
D. R. Gerner, Manager, Employee Relations
L. W. Cook, Labor Relations
N. E. Birch, Patent Counsel
D. W. McPhail, Manager, Evaluation

The first contract discussion took place on the afternoon of July 6, 1967,
in the Federal Building with the Atlantic Richfield representatives,
Commissioner W. E. Johnson, D. G. Williams, B. P. Helgeson, H. E. Parker,
A. M. Waggoner, and 0. J. Elgert. RL representatives stressed the need for
Atlantic Richfield to take over existing procedures, personnel, salaries
and fringe benefits. Atlantic Richfield agreed to do this in the interest
of a speedy,'orderly takeover of the operations of the 200 Area.

CorLiissioner Johnson stressed the need for prover emphasis on nuclei°
materials management. Iie pointed out the recent interest that the Joint
Committee had shown, the Headquarters recent reorganization of:nuclear
materials and the troubles NTY4EC bad encountered. Mr. Schultz stated that
prior to takeover they would hire a consultant specialist in the nuclear
material management field to review the inventory procedures for transfer
of material. Waggoner pointed out that the RL situation was different
from NUMEC's as under the terms of our operating contract Atlantic Richfield
had no financial liability unless due to willful misconduct. It was
Atlantic Richfield's position that recognizing the lack of liability
their public image could be tarnished if provision was not made for a
prudent review of procedures and testing of physical inventories of plant,
equipment, stores material and nuclear materials. In addition to the
nuclear materials consultant, Atlantic Richfield proposed to have Lybrand,
their outside public accountants, furnish one or two men to participate
in the inventory procedures review and physical inventory. It was pointed
out that to assure an early takeover only a minimum inventory of plant,
equipment and stores material would be made. Reliance will be placed on
individual custodians.not the corporation.

It was agreed that Purex would be shut down, cleaned out, and the inventory
taken. The plant would not start back into operation until after takeover
by Atlantic Richfield.
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The negotiations began at 11:00 a.m.

In attendance for AEC were R. A. Kohler, Division of Contracts, HQ,

H. E. Parker, Assistant Manager for Technical Operations, RL,

A. M. Waggoner, Assistant Manager for Administration, RL, R. L. Hooper,

Director, Organization and Personnel Division, RL, L. F. Perkins, Director,

Contracts and Procurement Division, RL, C. G. Brinck, Chief Councel, RL,

Clyde Fitz, Office of the Chief Counsel, RL, P. W. Gottschalk, Chemical

Processing Division, RL, and Russell Ritchie, Chemical Processing Division,

RL.

In attendance for Atlantic Richfield were J. M. Schultz, Vice President

Business Management (ARHCO), Norbert E. Birch, Patent Counsel, Legal

Division, H. Barton Off, Counsel (ARHCO), and Donald la. McPhail, Manager,

Evaluation.

Negotiations began with the diversification Agreement, Contract

AT(45-1)-2131.

DISCUSSION OF THE DIVERSIFICATION AGREEMENT

1. The initial discussion was whether the commitments in Appendix A were

to be carried out by Atlantic Richfield Company or by Atlantic Rich-

field Hanford Company (ARHCO). Atlantic Richfield advised that it
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has proceeded on the basis that the diversification commitments will be

accomplished by ARHCO with performance guaranteed by the parent company,

c
Atlantic Richfield Company. Atlantic Richfield presented a proposed

diversification agreement that reflected this approach. AEC had prepared

a proposed agreement which provided that the commitments would be carried

out by the Atlantic Richfield . Company. The AEC agreed to Atlantic Rich-

field's approach with a guarantee by the parent company and language in

the diversification agreement was revised to mutual satisfaction of the

parties.

2. The AEC questioned the part the President of ARHCO and other key person-

nel will play in the administration of the diversification commitments.

Atlantic Richfield expressed the view that it would be mutually advan-

tageous to have one man responsible for administration of ARHCO's

diversification commitments and that he should be readily accessible to

RL. L. R. Richards has been selected as the responsible individual.

AEC had no objection.

It was understood that the time spent by Richards and other ARHCO per-

sonnel on administration of diversification activities will not be

reimburseable under the operating contract.

3• A question was raised by Atlantic Richfield regarding the length of time

that quarterly reports must be submitted as provided in item 3 of the

diversification agreement. It was agreed that reports will be required

only for the initial term of the operating contract.
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4. The reference to "a major change in scope of such Operating Contract"
i
t 

3 	 in item 6 of the Agreement was discussed. Atlantic Richfield was con-

cerned that if a major increase in work occurred it might be expected

to commit itself to additional diversification projects. It was under-

stood that the language in the Agreement precludes change in the diver-

sification commitments under such circumstances without mutual agreement

of the parties and the provision was left unchanged.

t
DISCUSSION OF DIVERSIFICATION COI&fITMENTS

1. Hotel-Convention-Resort Facility

Atlantic Richfield expressed strong reservations about providing for the

possibility of meeting'the monetary commitment ($3 million) with more

than one project in lieu of the hotel-convention-resort facility. After

discussion, the desirability of providing for such a contingency was

acknowledged and the commitment was rephrased to provide for construc-

tion and operation of "other suitable equivalent facility or facilities

mutually agreeable to Company and to AEC". The commitment was further

expanded to provide that the facility would include a restaurant, coffee

shop, cocktail lounge and that potential employment will be 100 persons

by the end of Calendar Year 1970.

2. Cattle Feeding Yard

It was agreed that the commitment should be expanded to provide that (a)

potential employment will be approximately 30 by the end of Calendar

Year 1968 and will rise to approximately 45 by the end of Calendar Year
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i
1969, and (b) ARHCQ will use its best efforts to purchase required.cat-

tle, grain and feed in the Tri-Cities areas to the extent that it is
a c

consistent with prudent business practices and established procurement

patterns of competing cattle feed lots.

3.	 Meat Packing Plant
1

1
After considerable discussion, which was directed primarily toward the

s

time when the plant would be operable, Atlantic Richfield advised AEC

a that the plant will probably be larger than described in its proposal to

the AEC.	 As a result it is encountering complications in programming
i

the project.	 McPhail stated that Atlantic Richfield's consultants

advised them that a 60,000 head/yr. feed lot is economically borderline.

- Hence a figure closer to a 100,000 head/yr. feed 'Lot with a correspond-

ing increase in processing capacity (from 35 million pounds to approxi-

mately 65 million pounds) is being considered. 	 At AEC's request Atlantic
a

A
Richfield considered increasing the meat packing plant commitment to $2

ti

million with the provision that the time for operation would be extended

}
to 36 months.	 After contacting Atlantic Richfield's home office (hr. Bent),

the Atlantic Richfield representatives advised that they preferred to keep

the dollar amount in the commitment to $1.25 million and the estimated

time for operation at 24 months.	 At AEC's request the commitment was

rephrased to provide that the plant will be capable of full capacity

(35 million pounds annually) operation within 24 months from the date of
^ F

the Operating Contract and that it will employ approximately 150 persons.
J
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4. Seminar Program
	 ^r

The commitment was revised to provide that; the program will be funded at
c

the rate of $75,000 per annum. It was understood. that Atlantic Richfield

will spend a total of $375,000 over a 5-year period, but will fund at the

rate of $75,000 per year. It was further understood that the $75,000 per

year does not necessarily have to be spent during; the year in which it is

funded.

Concern was expressed by Atlantic Richfield that the money may not be sat-

isfactorily utilized in connection with the seminar program so the commit-

ment was expanded to provide for different utilization of the monies by

5. Equity Corporation

Atlantic Richfield's draft commitment provided that the corporation could

be terminated at the end of two years if the program does not appear to

meet the community's needs. This language was discarded in favor of AEC

language which provides that "If, after two years of operation, Company

is unable to make sufficient investments and AEC after examining the cerpor-

ation's books and records agrees that Company, through the corporation has

exercised its best efforts to meet the needs of the Tri-Cities area, Com-

pany will be relieved of the commitment.

6. Further Diversification Studies

The words "in the Tri-Cities area" were added following the description of

the undertaking.
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A question was raised by AEC whether the $300,000 would or would not be

spent in the Tri-Citied area. Atlantic Richfield resisted commiting

spendingitself to sp	 g a major portion of the money inthe Tri-Cities area

as proposed by AEC. After discussion it was felt that the inclusion of

i
the language "in the Tri-Cities area" was acceptable to AEC.

The negotiations were adjourned at 1:20 p.m. and scheduled to reconvene

at 3:00 p.m.
i

1

C
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SUMMARY OF CHEMICAL PROCESSING CONTRACT	
a

The negotiations began at 3:00 p.m. and adjourned at 6:00 p.m.

In attendance for AEC were R. A. Kohler, Division of Contracts, HQ,

A. M. Waggoner, Assistant Manager for Administration, EL, H. E. Parker,

Assistant Manager for Technical Operations, RL, R. L. Hooper, Director,

Organization and Personnel Division, RL, L. F. Perkins, Director,

Contracts and Procurement Division, RL, C. G. Brinck, Chief Counsel, RL,

Clyde Fitz, Office of the Chief Counsel, RL, J. B. Warner, Insurance
Woo

Representative, RL, P. W. Gottschalk, Chemical Processing Division, RL,

C. F. Chandler, Labor Relations Specialist, RL, Russell Ritchie, Chemical

Processing Division, RL.

In attendance for Atlantic Richfield were J. M. Schultz, Vice President

Business Management (ARHCO), Norbert E. Birch, Patent Counsel, Legal

Division, H. Barton Off, Counsel (ARHCO), and Donald W. McPhail, Manager,

Evaluation.

The negotiations conducted during this session were for the most part a con-

tinuation of negotiations on Appendix B, which took place over a period of

several weeks. The official record of Appendix B negotiations including

this particular session was prepared by C. F. Chandler and is presently

located in the files of RL's Labor Relation Branch, Organization and

Personnel Division.
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SUMMARY OF CHEMICAL PROCESSING 	 c

CONTRACT NEGOTIATIONS (7-27---C7---T--30 A .M.

12:00 NOON SESSION

Continued negotiations began at 8 : 30 a.m. In attendance for AEC were

R. A. Kohler, HQ, A. M. Waggoner, Assistant Manager for Administration,

RL, H. E. Parker, Assistant Manager for Technical Operations, RL,

L. F. Perkins, Director, Contracts and Procurement Division, RL,

C. G. Brinck, Chief Counsel, RL, P. W. Gottschalk, Chemical Processing

Division, RL, Clyde Fitz, Office of the Chief Counsel, RL, and
.1
.,Y.1

	

	 Russell Ritchie, Chemical Processing Division, RL. In attendance for

Atlantic Richfield were Norbert E. Birch, Patent Counsel, Legal Division,

J. M: Schultz, Vice President Business Management ( ARHCO), and

H. Barton Off, Counsel ( ARHCO).

DISCUSSION OF GUARANTEE OF PERFORMANCE

1. Discussions began with ARHCO taking exception to the word "unconditionally'

in the Guarantee of Performance. The point was not immediately resolved.

It was finally decided that if the word "unconditionally" is in the NUMEC

contract Atlantic Richfield would agree to include it in the Guarantee of

Performance. The Chief Counsel checked with Headquarters and determined

that the NUMEC contract does include the word. Atlantic Richfield there-

upon agreed to include it in the Guarantee of Performance.

t
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2. Atlantic Richfield requested that separate Guarantees of Performance be

attached to the operating contract and to the diversification agreement.

AEC agreed.

C

DISCUSSION OF APPENDIX D

Atlantic Richfield requested that H. Barton Off, Counsel for ARHCO, be added

to the list of Key Personnel. AEC agreed.

DISCUSSION OF OPERATING CONTRACT AT(45-1)-2130

Preamble

1. Atlantic Richfield expressed ARHCO's willingness to effect the takeover

of the Chemical Processing Operations as soon as possible. AEC men-

tioned the advisability of giving thirty days termination notice to

Isochem. By mutual agreement it. was decided that September 1, 1967 would

be the effective date of the contract. It was agreed that if this date

cannot be met the date will be changed by contract modification. (The

next day it was agreed that the effective date of the contract will be

September 4, 1967 at 12:01 a.m.)

2. AEC asked who would execute the contract and when would it be executed.

Atlantic Richfield said L. M. Richards will sign the contract in Rich-

land. AEC asked for a resolution from the ARHCO governing body to show

Richard's authority to sign the contract. Atlantic Richfield said it was

unaware that such evidence of authority would be required. While a gen-

eral resolution is available it had no specific resolution. AEC was

assured that the necessary evidence of authority would be provided. AEC

then broughtout that evidence of R. D. Bent's authority to sign the

FROIALi 	' i ;.
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Guarantee of Performance is also required. Atlantic Richfield agreed to

check it out and comply with the request.

O

Article I - Definitions

No discussion.

Article II - Engagement of Contractor - Designation oj' Facilities

1. Atlantic Richfield questioned whether the letter of July 20, 1967, from

RL to L. M. Richards regarding facilities to be assigned to ARHCO is

related to this Article. Their initial observation was that the exact

facilities to be managed, operated and maintained should be described

and the description related to Article II. After discussion Atlantic

Richfield agreed that the second paragraph of the letter which refers to

Article II makes the letter satisfactory.

2. AEC advised Atlantic Richfield that under certain emergency situations

it may be necessary for AEC to give ARHCO oral directions and instruc-

tions. It was agreed by the AEC that such directions and instructions

will be confirmed in writing. This agreement will. be included in the

letter of understanding.

Article III - Description of Work and Services

1. Atlantic Richfield said it has a copy of the Isochem contract which

includes a reference to fabrication of weapons. AEC pointed out that

r•	 the language was deleted from the ARHCO contract because the activity

has been discontinued.
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2. Atlantic Richfield asked whether reactivation of Redox would be consid-

ered an increase in the scope of the work. AEC agreed that it would be

c
so regarded.

3. ARCHO requested that the word "Washington". appear after "Richland" in

this Article. AEC agreed.

4. Under Section (c) (2), Mr. Kohler stated that Atlantic Richfield's

requested additional language to the effect that the costs incurred by

the contractor shall be allowable costs as determined by the criteria

in Article V, had been disapproved at AEC Headquarters. It was agreed

that the proposed addition would not be included.

a^

Article IV - Obligation of Funds

RL stated that the amount presently obligated by the Government with respect

to this contract is $200,000. Atlantic Richfield asked about the duration

of the obligation. It was understood that it is for 45 days as indicated in

paragraph (c). Atlantic Richfield agreed.that the amount obligated is suffi-

cient.

Article V - Allowable Costs and Fixed Fee

1. Atlantic Richfield did not agree on the indicated fixed fee to be paid

after the takeover date. Mr. Waggoner suggested that discussions on the

fee should be conducted privately later in the day. Atlantic Richfield

agreed.

2. Atlantic Richfield asked if the word "separation" in V, (d) (8) (B)

applied to mass separations or only to intermittent separations. AEC
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(Bob Hooper) said the word relates to the provisions in Appendix ',B".

It is intended to apply to an individual who terminates from ARHCO and
a

not to one who transfers to a successor contractor..

3. Atlantic Richfield questioned the AEC's intent regarding (e) (22) which

provides that storage of records pertaining to the contract after com-

pletion of operations is an example of an item of unallowable case. AEC,

advised that (e) (22) pertains to ARHCO's own records as distinguished

from records that are the property of the Government.

4. Item 11 in RL's checklist was discussed. It provides for the addition of

words	 or as approved by the Contracting Officer" at the end of

Article V (e) (5) and a provision in a letter'of understanding to the

effect that AEC recognizes the Contractor's central office is in Rich-

land, that certain central office costs will be incurred in connection

with work under the contract and therefore a properly allocable portion

of such costs (including travel) will be allowable, subject to the test

of allowability set forth in Article V (c). It was agreed that the addi-

tion should be made and that the letter of understanding should include

the provision regarding central office costs.

Article VI - Payments and Advances .

1. Atlantic Richfield suggested that checks be advanced by the AEC on a

weekly basis. RL pointed out that the frequency of advances is covered

in the contract.
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2. AEC advised that it cannot add a provision (as requested by Atlantic

Richfield) that failure of the parties to reach agreement on allowable

costs in the annual voucher of expenditures described in VI (e) shall

constitute a dispute. Atlantic Richfield raised the question whether

the disputes article is applicable only to the portions of the contract

which specifically provide that failure of the parties to agree shall

constitute a dispute. AEC explained its position which has been that

the scope of the disputes article is not so restricted, that it is

applicable to any dispute arising under the contract unless the pertin-

ent portion of the contract provides that it is not subjectto dispute

and provided the dispute involves a question of fact. Paragraph (b) of

	

.+	 the disputes article which provides that the article does not preclude

consideration of law questions in connection with decisions in paragraph

(a) was also called to Atlantic Richfield's attention. After the

explanation Atlantic Richfield agreed that the requested addition is

unnecessary.

Article VII - Assignment

No discussion.

Article VIII - Accounts, Records and Inspection

In accordance with item 14 in RL's checklist, a few words will be added to

paragraph (d) to enable the contractor to retain a copy of said material for

its own use, subject to the security and patents articles in the contract

	

j '	 Article ZX - Examination of Records

No discussion.	

OFFICIAL USE ONLY



3	 - 7 -

Article X - Required Bonds and Insurance - Exclusive of Government Property

Atlantic Richfield said it would arrange for workmen's compensation coverage

for its employees. AEC advised that such arrangements are unnecessary as

coverage will be provided under AEC's contract with the state. AEC added

that it handles all workmen's compensation matters including administration

and litigation of claims. After AEC pointed out Article XLIV - Workmen's

Compensation, Atlantic Richfield said it was pleased with the described

arrangements and would forget about making its own arrangements for coverage.

Article XI - Propert

With respect to steps to be taken in event of loss (paragraph (f)) Atlantic

Richfield assured AEC that it will follow established Isochem procedures.

Atlantic Richfield said it would determine whether it wants to include the

point in the letter of understanding. (Such a request was not made.)

Article XII - State and Local Taxes

No discussion.

Article XIII - Contractor Procurement

Atlantic Richfield took exception to the language in paragraph (c) and sug-

gested that its proposed language be used. AEC preferred to leave the para-

graph unchanged, with the exception of deleting the word "prime" and

capitalizing the word "contractor" in the third line of the paragraph.

Article XIV - By-American Act

No discussion.
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Article XV - Priorities Allocations and Allotments

No discussion.

0

Article XVI - Litigation and Claims

No discussion.

Article XVII - Disputes

It was agreed that disputes had been sufficiently discussed in connection

with Article VI.

Article XVIII - Safety, Health and Accident Protection.

Atlantic Richfield questioned if the fee would continue in the event of a

shutdown necessitated by a hazard such as contamination. AEC said the fee

of other contractors has never been stopped under such. circumstances but it

doesn't want the contract to provide that the fee will. not be stopped. The

language in the contract is to enable AEC to enforce its health, safety and

fire protection regulations.

Article XIX - Permits

No discussion.

Article XX - Securia

No discussion.

Article XXI - Contractors Organization

Atlantic Richfield said it will provide the organization chart required under

(a) as promptly as possible after execution of the contract.

1 ..
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Article M.I - Keyy Personnel

No discussion.

Q

Article XXVII - Consultant Employment

No discussion.

Article XXIV - Notice of Labor Disputes

No discussion.

Article XXV - Contract Work Hours, Standards Act - Overtime Compensation

Atlantic Richfield had some notes that gave rise to the question whether

paragraph (e) should remain in the contract. It was checked out by the

Chief Counsel and agreed that it should remain in the contract.

Article XXVI - Walsh-Healey Public Contracts Act

No discussion.

Article XXVII - Equal Opportunity

No discussion.

Article XXVIII - Convict Labor

No discussion.

Article XXIX - Covenant Against Contingent Fees

No discussion.

Article M- Officials Not to Benefit

No discussion.

w [i^^ t ^	 'L,
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Article MI - Renegotiation

No discussion.
0

Article XXXVI - Utilization of Small Business Concerns

No discussion.

Article )=II - Small Business Subcontracting Program

No discussion.

Article XXXI.V - Utilization of Concerns in Labor Surplus Areas

No discussion.

Article XXXV - Labor Surplus Area Subcontracting Program

No discussion.

Article XXXVI - Term and Termination

October 1 1 1972 is to be the contract termination date.

Article XXXVII - Patents

Atlantic Richfield said it wants to be able to file applications for patents

in foreign countries for inventions or discoveries made or conceived in the

course of the contract if the AEC doesn't intend to file in such countries.

Appropriate language was developed for inclusion in the letter of understand-

ing to be prepared by AEC.

0
	 The language in item 20 of RL's checklist was satisfactory to Atlantic Rich-

field. Item 20 provides that AEC will state in a letter of understanding

that ARMCO is under no obligation to utilize or embody in the work under the

contract or in the facilities in which the work is conducted, any specific

background inventions or discoveries of the type described in Article XXXVII (g)



S

Article XXXVIII - Copyright

No discussion.
G

Article XXXIX - Drawings, Designs, Specifications

No discussion.

Article XL - Background Technical Data

It was agreed that the letter of understanding would include a provision that

ARHCO is under no obligation to utilize or embody in the work under the con-

tract or in the facilities in which the work is conducted, any background

technical data of the type described in Article XL (a).

ID 	 Article XLI - Classification

No discussion.

Article XLII - Nuclear Hazards Indemnity

No discussion.

Article XLIII - Source and Special Nuclear Materials

No discussion.

The negotiations were adjourned at 12:00 noon and scheduled to reconvene

at 1:00 p.m, with attendance limited to AEC - A. M. Waggoner, R. A. Kohler,

and R. L. Hooper. ARHCO - N. E. Birch and D. R. Gerner.

^FF1CiA^ GAL
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Negotiations were conducted on Thursday afternoon, July 27, 1957, with
Norbert F. Birch and D. R. Gerner of ARH'10 an4 A. kI. ;waggoner, Robert
Kohler and Robert H000er of the ARC.

C

At this time the fee and salaries of key personnel were the only unresolved
contractual items. Headquarters had been notified of the salary problem
by Williams' July 14, 1967 teletype to G. J. Keto.

D. R. Garner stated that in order to get the key people to sell their
I omes and move to Richland, substantial salary adjustments were made. The
annual salaries ARH30 would pay are:

Richards	 $45,000

Schultz	 $35,000

Corlew	 $35,000

Off	 $25,000

Kohler pointed out that during selection procedures, Robert Bent, Vice
President of Atlantic Richfield Company, Nras informed that the topC	 reimbursable salary could not,'exceed $35,000 and the salaries of the
other transferred executives would have to bear a reasonable relationship
to the top salary. The AEC representatives agreed to recommend to
Headquarters the following reimbursable salaries:

Richards	 $35,000

Schultz	 $30,000

Corlew	 $30,000

Off	 $25,000

The first 'three salaries are those approved for counterpart Isochem
personnel, and Off f s salary is slightly below the Isochem attorney's
salary. A111C0 agreed-to submit the salary forms. The Commission1s
represen'ta'tives pointed out that although we would support the above
reimbursable salaries we could not give any firm guarantee of approval
as Headquarters concurrence must be obtained.

Norbert 3irch stated that in view of the minimum of $120,000 for salary
costs that would be charged artainst corporate funds, they wanted more
fee. The Oom;.ission l s fee offer of :791,440 is the same amount as is
being paid Isochan. Birch *,;as informed that this amount could not be

r..

L..
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exceeded and that the RFP stated a fee of approximately $750,000 would
v	 be paid. The Commnission believes that the w791,440 is reasonable because

even with the salary deductions and unallowable costs such as membersaips
in Chamber of Commerce and Tri-City Nuclear Industrial Council, and use
of outside public accountants for audit purposes, the take-home fee would
exceed the w750,000 set forth in the RFP.

Birch stated that Robert Bent, Vice President of Atlantic Richfield,
wanted :;900,000 as a minimum and if ARTHCO could not het this amount we
would be at an impasse. i;aggoner stated that the fee offered -was our top
fee and neither the negotiating co.nmittee nor our Headquarters staff had
authority to exceed the amount offered. Any increase would require approval
of the Commission and undoubtedly would delay execution of the contract to
a substantial degree. Birch then agreed to accept the fee offered by the
AEC negotiators.
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SUMMARY OF CHEMICAL PROCESSING	 u
CONTRACT NEGOTIATIONS 7-2 - 7 10: 00 A.M.

12:10 P.M. SESSION

The meeting began at 10 : 00 a.m. In attendance for the AEC were A. M. Waggoner,

Assistant Manager for Administration, RL, L. F. Perkins, Director, Contracts

and Procurement Division, RL, P. W. Gottschalk, Chemical Processing Division,

Rt, Clyde Fitz, Office of the Chief Counsel, RL, and Russell Ritchie, Chemical

Processing Division, RL.

In attendance for Atlantic Richfield were Norbert E. Birch, Patent Attorney,

and H. Barton Off, Counsel.

PRELIMINARY DISCUSSION

I. At the request of the AEC it was agreed that the effective date for take-

over was to be changed from September 1, 1967 to ]2: 01 a.m., September 4,

1967. The reason is to facilitate payroll changeover.

2. The time for formal execution of the contract will be 9:30 a.m., Tuesday,

August 1, 1967.

DIVERSIFICATION AGREEMENT - CONTRACT NO. AT(45 -1)-2131

1. Signature pages for the diversification agreement, operating contract and

parent company guarantees are being prepared and signed at Atlantic Rich-

field's home office. They will be mailed to Richland.

2.	 The contract was proofread and one minor editorial change was made.

)r► jclj-;L U31E iLY
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APPENDIX "A" TO CONTRACT AT(45-1)-2131 - DIVERSIFICATION COMMITMENTS

1. The diversification commitments were proofread and mutually apptoved.

LETTER OF UNDERSTANDING ON CONTRACT AT(45-1)-2130

1. Perkins questioned whether or not item 4 would limit ARHCO from giving

their best efforts to work. ARHCO replied that it wouldn't.

2; The question was raised by Atlantic Richfield whether the provision that

was discussed by Gerner concerning budgeting for promotions and merit

increases is to be included in the letter of understanding. Bob Hooper

was called in to the meeting and pointed out to Birch that in private

session the previous day, Birch, Hooper and Gerner had agreed to exclude

this provision from the letter of understanding. It was agreed it would

be excluded.

CONTRACT NO. AT (45-1)-2130

1. 12:01 a.m., September 4, 1967, was inserted as the effective date of the

contract.

Article I - Definitions

No discussion.

Article II - Engagement of Contractor and Designation of Facilities

Atlantic Richfield questioned whether the word "written' should precede the

rr

	 provision concerning issuance of di-t^ ctions and instructions by the AEC to
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ARHCO. The question was withdrawn when AEC pointed out that the letter of

d
understanding will provide for written confirmation of oral direction and

a
instructions.

Article III - Description of Work and Services

1. Atlantic Richfield questioned if the description of the work in para-

graph (a) was in the original draft. After comparison it was deter-

mined that the provision was included in the draft.

2. An editorial omission in (d) (5) was noted and corrected.

3. Atlantic Richfield questioned whether all of paragraph (d) (6) was

'	 included in the original draft. It must be checked out before Atlantic

Richfield will agree to include it in the contract.

Article IV - Obligation of Funds

1. The word "cost" was changed to "costs" in paragraph (a).

2. ARHCO's Counsel, mentioned that a number of changes have been made in

the model contract since the first version received by Atlantic Richfield.

However, he was satisfied that they were notsubstantive changes but

instead editorial in nature.

Article V - Allowable Costs and Fixed Fee

1. An editorial correction was made in paragraph (d) (5) to change.the word

"allowable" to "unallowable".
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2. It was agreed that the addition of the words "or as approved by the Con-

tracting Officer" in paragraph (e) (5) is consistent with checklist pre-

pared by RL and the agreement of the parties. 	
G

The meeting was adjourned at 12:10 and scheduled to reconvene at 1:00 p.m.

to continue proofreading of the contract.

LZ
EMI
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SUMMARY OF CHIMff CAL PROCESSING	 c
CONTRACT NEGOTIATIONS7-2 	 P.M.

:00 P.M. SESSION

The meeting began at 1:30 p.m. In attendance for the AEC were A. M. Waggoner,

Assistant Manager for Administration, RL, L. F. Perkins, Director, Contracts

and Procurement Division, RL, P. W. Gottschalk, Chemical Processing Division,

RL, Clyde Fitz, Office of the Chief Counsel, RL.

In attendance for Atlantic Richfield were Norbert E. 'Birch, Patent Counsel,

Legal Division, and H. Barton Off, Counsel (ARHCO).

The purpose of this meeting was to finish proofreading the operating contract.

Selected contract articles were proofread to the satisfaction of those pre,

sent. A list of the articles that were not proofread at this time is con-

tained in the Chemical Processing Division file.

The meetings were adjourned at 4:00 p.m.

E
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Read and Approved;	

^J
. Flit	 (/vrG^-^

A. M. Waggoner
Assistant 7%nar for Administration, RL, Chairman

Assistant Nanager for Technical Operations, RL, Member

Division of Contracts,_Headquarters, hember

Director, Contractsand Procurement Division, RL, Ibmber

P./W. Gottschalk	 '
FPCE Coordinator, Chemic&IlProcessing Division, a, Member

Russell Ritchie
Contract Administration Assistant

-Chemical Processing Division, RL, Secretary

Chief Counsel,

Director, 119anization and Personnel Division, RL
Adviser

P. K. Bushnell
Director, Finance Division, RL, Adviser

I

r
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In an AEC Headquarters memorandum of July 7, 1967 ) W. B. McCool,

Secretary, advised Joseph L. Smith, Director, Division of contracts,

that "the Commissioners agreed staff may proceed with discussions

with Atlantic Richfield leading to the selection of that Company as

operating contractor for the Chemical Separations Areas (200 Areas)

at Richland." The memorandum also included the information that the

Manager, RL, had been authorized by the Commissioners "to negotiate

and execute a contract substantially similar to the form furnished

with the request for proposals."

Contract AT(45-1)-2130 which was executed on behalf of the Atomic

Energy Commission and the Atlantic Richfield Hanford Company on

August 1, 1967, is substantially similar . to the form of the contract

furnished with the request for proposals and therefore in accordance

with the Commissioners authorization.
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MODIFICATION NO. 1
SUPPLEMENTAL AGREEMENT TO
CONTRACT NO. AT(45-1)-2130

SUPPLEMENTAL AGREEMENT

THIS SUPPLEMENTAL AGREEMENT, entered into this _;I^]'^'day of	 /1a 1	 1971,

effective as hereinafter provided, between the UNITED STATES OF AMERICA, (hereinafter

called the "Government"), represented by the U141TED STATES ATOMIC ENERGY COMMISSION

(hereinafter called the "Commission", and ATLANTIC RICHFIELD HANFORD COMPANY (herein-

after called the "Contractor"), a corporation organized and existing under the laws

of the State of Delaware, with its principal place of business at Richland, Washington;

WITNESSETH THAT:.

WHEREAS, there is now in full force and effect between the parties hereto

Contract No. AT(45-1)-2130, entered into for the period from October 1, 1967, through

September 30, 1972, for the performance by the Contractor of certain functions for

the Commission involved in and associated with the Commission's Chemical Processing

Operations in facilities of the Commission; and

WHEREAS, the Commission has elected to enter into this Supplemental Agreement

with the Contractor under which the Contractor will perform certain support services

for the Commission and its designated contractors relating to the operation of the

Hanford project; and

WHEREAS, the Contractor recognizes that this action is being taken to effect

economies and efficiencies in the conduct of the support services program, and fur-

ther recognizes its responsibilities under the contract to use its best judgment,

skill and care to perform such services; and

WHEREAS, this Supplemental Agreement is executed pursuant to applicable laws,

including the Atomic Energy Act of 1954, as amended, and is in the interest of

common defense and security.

r



MODIFICATION NO. 1
SUPPLEMENTAL AGREEMENT TO
CONTRACT NO. AT(45-1)-2130

NOW, THEREFORE, the parties do agree as follows:

1,	 ARTICLE III - Description of Work and Services - is amended by adding a new

subparagraph (b) and redesignating Article III (b), (c) and (d) as Article

III (c), (d) and (e) respectively:

"(b) Support Services. The Contractor shall perform support services for

the Commission and its designated contractors, related to the operation

of the Hanford project and to the extent requested by the Commission

from time to time, which services may include, but are not necessarily

limited to, the following:

(1) Operate and maintain the project rai'1 and automotive transporta-

tion systems; electric power transmission and distribution systems;

maintenance and repair shops; communication systems; fire depart-

ment; export water system; and related utilities and services.

(2) Operate the project General Stores, warehouses and related services;

laundry and related services; Hanford Visitor's Center; Plant

Records Center; and project newspaper, printing and reproduction

facilities.

(3) Perform miscellaneous area roads, building and utility maintenance;

and operate the engineering files, reproduction, and office equip-

ment repair service facilities.

(4) Furnish plant protection, industrial safety, property accounting

and other administrative services.

(5) Performance of support services which the Contractor is particularly

qualified to perform for the Commission or other contractors of the

J
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SUPPLEMENTAL AGREEMENT TO
CONTRACT NO. AT(45-1)-2130

Commission at Richland. Such services shall be designated by the

Commission in writing from time to time."

2^ ARTICLE III (d) - Related Services - is modified as follows:

"(d) Related Services.

(1) In addition to the services specifically described in other

provisions of this Article III, the Contractor_ shall perform

other services, incidental or related to the services described

in this Article III (a), (b) or (c) or to the programs of the

Commission as the Commission and the Contractor shall agree

in writing from time to time will be performed under this

contract either for the Commission or its contractors."

3. The fixed fee for the management effort required by this Supplemental Agreement

shall be negotiated and determined in accordance with Article V of this contract.

4. Appendix "A" to the contract is amended by deleting subparagraph (a) (1) (vii)

therefrom.

5. Except as otherwise agreed by the parties, the effective date of this Supple -

mental Agreement shall be midnight, June 30, 1971.

IN WITNESS WHEREOF, the parties hereto have executed this Supplemental Agreement

as of the day and year first above written.

UNITED STATES OF AMERICA
UNITED STATES ATOMIC ENERGY COMMISSION

By Z.4
Contracting Officer

ATLANTIC RICHFIELD HANFORD COMPANY

President
-3-



..i ^.	 1.

MODIFICATION NO. 1

SUPPLEMENTAL AGREEMENT TO
CONTRACT NO. AT(45-1)-2130

I,	 I/ V, d	 11c 7 CA;	 , certify that I am the 1 `>'v 5 T.+,v7 L	 "h'v

of the Corporation named as Contractor herein; that	 c N n?2 iJ 5

who signed this Supplemental Agreement on behalf of the Corporation, was then the

)
)a z,(n C ti 7	 of the Corporation; that said Supplemental Agreement was duly

signed for and on behalf of said Corporation by authority of its governing body, and

is within the scope of its corporate powers.

IN WITNESS WHEREOF, I have hereunto affixed my hand and the seal of said Corporation

this ","..1 -`" day of	 /1-),) '/	 , 101.

m

Title-

(Corporate Seal)

a
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MODIFICATION NO 1
SUPPLEMENTAL AGREEMENT TO

CONTRACT AT(45-1)-2131

THIS SUPPLEMENTAL AGREEMENT, entered into effective October 1, 1912, by and

between ATLANTIC RICHFIELD HANFORD COMPANY, a Delaware Corporation, qualified to

do business in the State of Washington (Company), and the ATOMIC ENERGY COMMISSION

(AEC),

WITNESSETH THAT:

WHEREAS, the parties entered into Contract AT(45-1)-2131 (Agreement) for the

performance by the Company of certain diversification activities during the

initial term of Contract AT(45-1)-2130 (Operating Contract); and

WHEREAS, the term of the Operating Contract has been extended for an addi-

tional period of five years; and

WHEREAS, the parties with to extend the Agreement for a period of time co-

extensive with the term of the Operating Contract and to agree upon the

Company's diversification activities during the extended period.

NOW, THEREFORE, in consideration of these circumstances, the parties agree

as follows:

1. The Company has completed the diversification projects contained in

Appendix "A" to the Agreement in accordance with the terms thereof.

2. Notwithstanding paragraph 1. above, during the extended term of the

Operating Contract, the Company shall continue to operate the activities

specified under paragraphs I, II, and III of Appendix "A" to the Agreement in

accordance with good business practice; provided, however, if the Company in-

tends to discontinue or otherwise divest itself of any such activities, it

will give the Commission notice in writing of such intent at least 90 days prior

to such action.

3. The Company shall report to the Commission semi-annually on the general

p ,ogress of the activities covered by paragraph 2. above, including expenditure

of funds and, where appropriate, status of any new construction, number of

personnel assigned to the activity, general character and level of operations



MODIFICATION N0, 1
SUPPLEMENTAL AGREEMENT TO
CONTRACT AT(45-1)-2131

being conducted, schedules, further projections, etc. Such reports shall be sub-

mitted to the Commission on or before June 30 and December 31 of each calendar year.

4. The provisions of paragraphs 2, 4, and 5 of the Agreement shall remain in

full force and effect during the term of this Modification No. 1 to the Agreement.

IN WITNESS WHEREOF, the parties hereto have executed this Modification as of the

day and year first above written.

UNITED STATES OF AMERICA

UNIZE.	S ATOMIC ERGY COMMISSION

BY

(Contracting	 ficer)

ATLANTIC RICHFIELD HANFORD COMPANY

BY

ifJs1s{aN/
I, YV• Rjc^ TS o.,l	 certify that I am the)Secretary of the corpora-

tion named as Contractor herein; that d,-hNfC—niL^C— /01, q{^ who signed this
Modification on behalf of the corporation, was then	 F,E'w,+.m—AJ—r

of said corporation; that said modification was duly signed for and on behalf of

said corporation by authority of its governing body, and is within the scope of

its corporate powers.

IN WITNESS WHEREOF, I have hereunto affixed my hand and the seal of said

corporation, this (V^ day of	 1:	 , 1972,

(Secretary)

(Corporate Seal)

- 2 -
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'	 Contract No. AT(45-1) -2131

AGREEMENT BETWEEN
ATLANTIC RICHFIELD HANFORD COMPANY

AND
ATOMIC ENERGY COMMISSION

This Agreement made this lst day of	 August _, 1967, by and

between ATLANTIC RICHFIELD HANFORD COMPANY, a Delaware corporation, qualified

to do business in the State of Washington (COMPANY) and the ATOMIC ENERGY

COMMISSION (AEC); and

WHEREAS, COMPANY is a wholly owned subsidiary of ATLANTIC RICHFIELD

COMPANY, a Pennsylvania Corporation (ATLANTIC); and

WHEREAS, as of this date COMPANY and AEC are simultaneously entering

Into a cost-type contract for the management, operation, and maintenance by

COMPANY of certain facilities known as the 200 Chemical Separations Area and

for the standby maintenance and surveillance of certain other facilities, for

AEC at Richland, Washington (Operating Contract); and

WHEREAS, in •ATLANTIC's proposal to AEC with respect to the

Operating Contract, an offer was made to undertake certain projects and

activities, not directly related to the contract work, for the purpose of

diversifying the economy of the area around Richland, Washington (the "Tri-Cities

Area"); and

WHEREAS, such undertakings will serve to prevent or reduce the adverse

economic impact of actual or anticipated reductions in AEC programs in that

area, and thereby contribute to the retention and recruitment of personnel

essential to continuing AEC programs; and

WHEREAS, the parties desire to expressly recognize and define the scope

and the extent of such undertakings.

- 1 -



Contract No. At(45 -1)-2131

NOW, THEREFORE, in consideration of these circumstances the parties

agree as follows:

1. COMPANY hereby acknowledges and agrees that it will undertake, at

no cost.,to AEC, the projects and activities set forth in Appendix "A" hereto, which

is made _a part hereof to the same extent as if copied in full herein; provided

that nothing.herein shall affect COMPANY in the operation of such projects or

activities.in selling or pricing services, materials or supplies to AEC or

others.

2. -It is expressly agreed and understood that a failure of COMPANY to

fully and faithfully carry out the commitments herein enumerated can cause AEC

to suffer and.incur injuries in the accomplishment of its purposes, and other

adverse..eonsequences, which may not be susceptible to adequate compensation in

the form..of-money damages. Accordingly, in the event of a breach of any or all

of the.undertakings set forth herein, AEC shall be entitled to sue for specific

performance-of such commitments by COMPANY, and for such other equitable relief

as may-.be..appropriate. Nothing herein shall be deemed to relieve in any way

AEC's burden of establishing, independent of the provisions of this Agreement,

that it is.entitled, in any such equitable suit, to specific performance

or such.,other.equitable relief as may be appropriate nor shall anything herein be

deeme& to.._limit any other legal rights AEC may have under or pursuant to the

Operating Contract or under applicable law.

3. COMPANY shall, for the initial term of the Operating Contract,

furnish_to.AEC on or before the lot day of January, 1968, and on or before the

1st day of every third calendar month thereafter, a written progress report

showing expenditure of funds during the three-month period immediately preceding

the reporting date in connection with the activities identified in Appendix "A"

MW.W
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